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Chapter 1 Letter to Shareholders

Dear Esteemed Shareholders:

[. 2019 Business Results
The Company's consolidated operating revenue for 2019 was NT$4,738,182,000, an increase
of 16.98% from the consolidated operating revenue of NT$4,050,310,000 in 2018. Net profit
after tax was NT$106,942,000, net income attributable to owners of parent Company was
NT$106,942,000, and net profit after tax was NT$1.06 per share.
The Company's business results for 2019 and business plan for 2020 are summarized below:
() Implementation results of business plans: Unit

Unit: NT$1,000, %

Increases Increase
Items 2019 2018 (decreases)| (Decrease) %
Operating revenue 4,738,18] 4,050,31( 687,87 16.94
Gross profit 332,634 372,41¢ (39,782 (10.68
Operating Margin 132,133 267,291 (135,162 (50.57
Net Profit (Loss) After Tax 128,679 244,304 (115,625 (47.33
Net income attributed to the 106,94 244.30: (137,362 (56.23
shareholders of the company
Non-controlling interest Net income 21,737 - 21,737 -
Earnings per share (NT$) 1.06 2.39 (1.33) (55.65
(1) Financial income and expenditure and profitability analysis:
Yeal 5019 2018
ltems
Financial |Liability-to-asset ratio 27.77 13.92
structure % |Ratio of long-term capital in property, plant and equipn 2774.45 1420.56
Current ratio 302.73 619.59
Solvency (%) |Quick ratio 241.47 584.66
Interest coverage ratio 26.82 137.18
Return on Assets % 6.07 12.29
N Return on Shareholders' Equity % 7.45 14.13
Profitability % N et Profit Ratio 2.72 5.08
Earnings Per Share (NT$) 1.06 2.39




Summary of the 2020 Business Plan
Faced with future market changes, the Company plans to adopt the following operating
guidelines, expected objectives, and important production and sales policies:

(I) Operating guidelines

1. Marketing affairs: Continue to strengthen the cooperation between distributors and
agents, constantly build various sales channels, and strengthen cooperation with clients
with stable financial structure.

2. Financial policy: Carry out stable operations and strict control over the quality of
accounts receivable, make collections according to the terms of sales conditions to
ensure that the assets are protected and maintained, and produce as per orders receivec
to maintain low inventory and the efficiency of working capital.

3. R&D policy: Develop server cluster management, container management, and
maintenance management system based on Docker, Kubernetes, and Hadoop, and
focus on the Al module to develop multiple integrated developing tools, to establish
high-efficiency information processing solutions.

(I Estimated sales volume and supporting information
In the first quarter of 2020, due to the impact of COVID-19, our production line, supply
chain, and sales channels were on suspension in February, the revenue and réselts for
first quarter were substantially affected even though the production line, supply chain,
and sales channels have consecutively resumed working in March. It is estimated that the
overall market will gradually recover in the second quarter, and it is probable that the
sales standard and economic scale will restore as the past in the third quarter.

(1) Important Production and Marketing Policies
Maintain relationships with various suppliers to secure the raw materials and ensure the
manufacturing capacity. Continue to improve technology R&D and product quality,
provide products that meet customer needs, and unremittingly build new sales channels.

Following existing core values, the Company is committed to maintaining a sound
financial situation and pursuing prudent operations. By constantly improving production
management and technology, the Company strives to maintain a stable quality of product
technologies and keep on strengthening product efficiency and marketing channels. Faced
with intensive industrial environmental changes in the board market, the Company will
devote to adjusting product structure, continue increasing the investment in the
blockchain industry, passive components industry, the Al industry, and 5G industry, and
expand the manpower for senior software R&D, with a view to improving product items
and quality of technology under the ever-changing market demand. On behalf of the
management team of CHAINTECH Technology Corporation, | would like to take this
opportunity to once again express our gratitude for your continued support and
encouragement.

Chairman of the Board: KAO, SHU-JUNG



Chapter 2 Company Profile

Date of Founding: November 17, 1986

1986

1987
1988
1989

1990

1991
1993

1994

1995

1996

1997

1998

Company History:

Founding of CHAINTECH Technology Co., Ltd., with an NT$5 million registered
capital.

Establishment of self-owned brand ELT.

Purchase of factories and setting up production lines.

Introduction of high-end equipment and appliances in the factories.

Conclusion of a technical cooperation contract with IBM in April.

Cash capital increases of NT$55 million and NT$60 million in March and Decernr
respectively, with paid-in capital reaching NT$120 million.

Cash capital increase of NT$75 million in June, with the paid-in capital reaching
NT$195 million.

Establishment of Chaintech Computer GmbH through investment in Germany ir
Ex-Chairman of the Board Ke, Heng-Guang passed away from illness, and Mr. ¢
Ke-Gang, representative of Behavior Tech Computer Corp., appointed as his su
Capital reduction of NT$87 million in April and cash capital increase of NT$82
million in December, with a paid-in capital of NT$199 million.

Purchased factory building on Lian-Cheng Road of Jhonghe City.

Passed 1SO-9002 certification.

Cash capital increase of NT$111 million in July, with paid-in capital reaching NT
million.

Increased investment of NT$1.3 million in Chaintech Computer GmbH, with 100
shareholding.

Earnings turned capital increase of NT$32 million in November, with paid-in cap
reaching NT$352 million.

Establishment of the American subsidiary Chaintech Computer U.S.A. in Decen
Earnings and employees' bonus turned capital increase of NT$76.6 million in Mi
with paid-in capital reaching NT$328.6 million.

Mr. Wang, Jing-Ye, representative of Central Asia Venture Corp., appointed the
Chairman of the Company in July.

Publicly listed on February 4.

Earnings and employees' bonus turned capital increase of NT$92.617 million ar
capital increase of NT$178.783 million in July, with paid-in capital reaching NT$
million.

Acquired land in Tucheng in August and officially commenced construction in
December.

Established Gold Ring overseas company in October.



1999

1990

2001

2002

2003
2004

2005

2006

Disposal of a subsidiary in Germany and established a European subsidiary in (
Passed ISO 9001 certification in December.

Mr. Dong, Zhong-Quan, representative of Central Asia Venture Corp. appointed
Chairman of the Company on April 30.

Mr. He, Ai-Tang appointed the General Manager of the Company in October.
The first convertible corporate bonds of NT$300 million raised in December.

Mr. Dong, Zhong-Quan, representative of Hongyun Electronics Co., appointed tl
Chairman of the Company on December 18.

Launched marketing posts in Mainland China in January to expand the Chinese
market.

The Investment Review Commission passed indirect re-reinvestment in Changa
processing plant.

Relocated to the Tucheng plant in Taipei City in March.

The US subsidiary was combined with Chaintech Excel in April.

Shares went from Over-the-Counter to public listing on September 11.

Mr. Dong, Zhong-Quan passed away in December and Vice Chairman of the Bo
Dong, Qing-Quan appointed interim Chairman.

Mr. Dong, Ding-He, representative of Hongyun Electronics Co., was reappointec
the Chairman of the Company on January 4.

Established the Digital Media Business Development department in November,
officially engaging in the field of digital multi-media.

Inject of KRW270 million for the establishment of a subsidiary in February.

Mr. He, Ai-Tang appointed as the Chairman of the Company and Ms. Zhang, Bi-
appointed as the Vice Chairman of the Company on May 2.

Issued 5 million employee stock option certificates in October.

Established the US subsidiary with US$1 million in December.

Remaining bonds of "CHAINTECH I" completed the conversion in August.
Sales of Tucheng plant in June.

The operation headquarters was relocated to the Far East Industrial Zone in Jhc
City in December.

After the completion of two private placements of convertible bonds in May and
a total of NT$265 million was funded, with paid-in capital reaching
NT$2,056,136,860, and became the subsidiary of Walton Advanced Engineering
Changed its name to Walton Chaintech Corp. on Septembe&r7#.9

Mr. Yu, Hong-Qi, representative of Walton Advanced Engineering, Inc., appointe
Chairman of the Company in September.

Treasury stocks capital reduction of NT$16 million, with a paid-in capital of
NT$2,040,136,860 in September.

Capital reduction of NT$750,489,950 in January, with a paid-in capital of
NT$1,289,646,910.



2007

2008

2009

2010

2011

2012

Set up the EMS Business Development Department in January to increase the |
business.

Set up the Memory Business Development in January and officially entered the
DRAM field.

Passed ISO 14001 certification in June.

Capital increase of NT$11.17 million for employees' executive stock option, with
paid-in capital reaching NT$1,300,816,910.

Disposal of South Korean subsidiary in December.

Two private placements were listed on the Stock Exchange on September 5.
Capital reduction of NT$532,294,280, withighén capital reaching NT$768,522,63(
on September 9.

Mr. Zhang, Da-Rong, representative of Walton Advanced Engineering, Inc., appt
the Chairman of the Company on January 6.

Jointly held 15% of InfoFek Corporation’s equity with HannStar Board in July.

Mr. Fan, Bo-Kang, representative of Walton Advanced Engineering, Inc., appoin
Chairman of the Company in August.

Cash capital increase of NT$207,500,000, witidl4i@ capital reaching
NT$893,522,630.

Acquired 100% equity of PSA through investment to expand the domestic chanr
market.

The operation headquarters was relocated to the 4tF, No. 48-3, Minquan Road,
District in April.

Sold out the entire shares of "Info-Tek Corporation” to GBM in July.

Ended DRAM related businesses in April.

Capital reduction of NT$275,204,970 in November, with paid-in capital reaching
NT$618,317,660.

Private placement of common shares totaling NT$385,280,000 in November, wi
paid-in capital reaching NT$1,178,317,660.

Yeland Investment obtained 35.64% of the Company's equity through private
placement in November, and became a major shareholder of the Company.
Sold out all equity of subsidiary RS

Mr. Lu, Li-Cheng, representative of Yeland Investment, appointed the Chairman
Company on January 18.

Signed a strategic alliance cooperation agreement with Shenzhen Colorful Grou
Limited in March, establishing strategic partnership incorporating production, sa
and research, for joint marketing of mainboard, display card, and digital multi-m:
products.

Capital reduction of NT$242,615,600 in August, with paid-in capital reaching
NT$935,702,060.

Established Jinghong Digital R&D Service Co., Ltd. in Shenzhen in October.



2013

2014

2015

2016
2018

2019

2020

Changed its name to Chaintech Technology Corporation.

The operation headquarters was relocated to 3F, No. 48-3, Minquan Road, Xinc
District.

The Investment Review Commission approved Colorful Group’s investment in
Zhongjie Properties, directly holding 10% equity of CHAINTECH.

Established the Wise Providence Limited overseas company in May.

Mr. Kao, Shu-Jung, representative of Yicheng International, appointed the Chair
the Company on June 21.

Earnings turned capital increase of NT$9,357,030 in September, with paid-in ca
reaching NT$945,059,090.

The Investment Review Commission re-approved Colorful Group to invest in Yic
International in March, directly holding up to 46.2% of the equity of CHAINTECF
July, CHAINTECH officially varied to Mainland China invested enterprise.
Earnings turned capital increase of NT$147,129,220 in September, with paid-in
reaching NT$1,092,488,310.

Issuance of common shares by private placement in 2011 and became listed fol
transactions on June 10.

The status of Zhongjie Properties as a major shareholder was revoked on Octol
After the re-election of directors and supervisors, two independent directors wer
elected in addition to implementing corporate governance.

Capital reduction of NT$77,500,000 on May 3, the base date for the capital redc
of treasury stock, with paid-in capital reaching NT$1,014,988,310.

Established the Application Technology Development Department in May.
Invested in B2B cloud service company CloudeMile Co. with the main business
in-depth learning and big data analysis in September.

Acquired 51% of Siteng Heli (Tianjin) Technology Co.’s equity through the subsidiary
Jinghong Investment in March.

Closed the Wise Providence Limited overseas company in April.

Sold Bahamas Federal Shanghai Co., Ltd. and Dongguan Kede plant in August.
Invested in uSenlight Corporation in March for the 5G product layout.



Organization
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Organizational Structure

Chapter 3 Corporate Governance Report

Shareholders'
Meeting

Board of Directors

Audit Office Remuneration
Committee
Chairman
General Manager
Financial Marketing Application Material Research anc Overseas
Division Division Development Division Development subsidiaries
Division Division




)]

Businesses of Major Departments

Department

Responsible Business

Assist the Board of Directors and the Manager in checking and reviewing th
deficiency of the internal control system and measuring operation effect ang
efficiency, offering timely improvement suggestions to support the Company

Audit Office reaching the goal of the internal control system, and ensure sustainable an
effective implementation of internal control system that is to be used as the
for perfecting the internal control system.

1. Responsible for the miw-long-term capital planning and short-term fundir
scheduling of the Company.

2. Preparing and promoting the planning of operations concerning stock aff
capital, and credit auditing.

3. Performing budget aggregation and preparation, preparing operational fif
statements concerning accounting, tax processing, and cost settlement.

4. Managing and planning the Company's general and common affairs, inclf
procurement and management.

Ei : 5. Establishing educational training system and following up on the
inancial , : . :
. implementation effectiveness of each unit.

Division . : . . : .

6. Making and implementing human resource planning, recruitment, appoin
training, and development.

7. Establishing and implementing a personnel management system.

8. Undertaking the formulation of information-related business procedures @
systems.

9. Establishing mechanisms related to safety control and firewall.

10. Preparing, reviewing and managing contracts, and handling matters inv
litigation and mediation cases, collection of decrees, protection of intelle
property and operation secrets, and collection of bad debts.

1. Planning and promoting various public relations advertising and marketin

activities to enhance the image and reputation of the Company and its pr

2. Providing various marketing tools and formulating sales and marketing

: strategies to assist the business units in selling.
Marketing . . .
Division 3. Respons!ble for sales and business expansion of the prodgcts. .

4. Responsible for control and management related matters like handling of
orders, arranging shipping, import and export declarations, and cargo ins

5. Responsible for matters related to customer service, DOA, RMA, and teg
support.

o 1. Responsible for the Al server cluster management and module developnj
Application d the development for plug-in tools software/hardware solution and bu
Development and the P piug

Division promotion. : o

2. R&D for leading-edge industry application.

1. Responsible for the procurement and return of all raw materials, persona
production equipment, as well as the disposal of abnormalities and claim
compensation thereof.

Material 2. R_esppnsiblg fo.r supplier manggemept and evaluatiqn as well as raw mat
Division price investigation and cost price review and analysis.

. Keeping abreast of delivery schedules of materials and ensuring their so
avoid production interruption and thus product delivery as a result of mat
shortage.

4. Responsible for order production scheduling and progress contrademaent.




1. Responsible for the research and development of new products and the
confirmation of primary samples.

2. Responsible for analysis and countermeasures of product defects for
improvement and uplifting quality.

3. Responsible for document control operations to ensure the appropriatent
effectiveness of the documents.

4. Responsible for the matters related to new product verification, transfer g
technology, and parts recognition.

5. Collecting industrial information and planning the specifications of produg
and services as reference for product development.

6. Providing customer service and resolving customers' problems arising in
use of the Company's products and transferring customer feedback to thg
relevant responsible units for handling and follow-up.

7. Promoting the implementation of quality assurance systems in each depd
of the Company.

8. Supervising and implementing all quality systems.

Research and
Development
Division

Overseas
subsidiaries

Responsible for managing overseas subsidiaries.
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Information on Directors and Supervisors
1. Information on Directors and Supervisors as of April 20, 2020

Information of Directors, Supervisors, General Manager, Deputy General MaAagistant Manager, and Managers of Departments and Branches

Unit: NT$1,000

Number of Shares

Shares Held by

Shares Held in the]

Any Executives,
Directors, or
Supervisors who are

Nationality _ Shares Held Upon Electio Currently Held Spouse e_md Underal Name of Other Current Positions infspouses or relatives
) or Date of Date First] Children Persons . . s Remark
Title | Reqistrati Name Gende | Term Education and Work Experience the Company and |within the Second
egistratio Election Elected Other Companies |Degree of Kinship:
Place . Percentag Numbe . [Numbe . P ) .
Number of [Shareholdin| Number of of shareg of Shareholdin of Shareholdin Title|NamgRelation
shares ratio shares . : ratio ratio
ratio Ratigq shares| shareg
Department of Electronic Engineering, National
. . Chin-Yi University of Technology, General
Yiland International ; ) .
The Manager of Al-EN Thailand domestic businesse|
Chairman|Republic of Ilitgbresentative' kad Male | 2019.6.14 3 gggég 28’532’08_ 28'1_] 28’532’053 28'1_] i i i i Deputy General Manager of Beijing Kunru Ezn&r)erlrl]g/lair;ager off _ - - Note 1
China Shu-Jun ) o Computers, General Manager of Chih-Jung
9 Information, Chief Representative of EAS
Technology Inc.
Chun Electronics Co
. . .. [Ltd., Independent
The Yiland International ggm‘;ﬁe&;?:ge:: %P; X?Sg?rjéi ?F;Er?rr:glcl):;ryversny Director of Walton
. . Ltd. 2012.1.18 28,532,08 28.11 28,532,08 2811 - - - - . . Advanced
Director |Republic of R . Male | 2019.6.14 3 Administrative Management Center, General : : - - -
. epresentative: Lu, 2012.1.18 - - - - - - - - . . Engineering, Inc., an
China - Manager of LJ Optics, Chairman and General ;
Li-Cheng Manager of Chaintech Technology Corporation the supervisor and
legal representative
Fullerton.
College of Law in Taiwan University, EMBA of th
. . Chinese University of Hong Kong, Vice Presider .
Yiland International : . . CEO of Shanghai
The of Credit Card Business Department of Ping An|,~. : -
Director |Republic of Ilitt(ajbresentative' Male | 2019.6.14 3 gggég 28'532‘08_ 28'1_] 28’532‘08_ 28'1_] Bank, Assistant Manager of Credit Business m'frgs:]aéi)ﬁ'gi?&'?é - - -
China Wan Mu-Tien' o Division of China CTBC Bank, General Manage Co.. Ltd
9 Credit Card Customer Service Department of Cf = =
Merchants Bank.
School of Computer Science, Tamkang Univers .
Independer The_ _ ) ) ) ) IBM Project Mana_ger, HP Senior Deputy Generg Egorfgjﬁ:)rﬁta;nd
Director Repu_bllc ofChen, Kuo-Chin Male | 2019.6.14 3 | 2016.6.14 - - - - Manager, Professional C_onsultant a_lnd Lecturer Lecturer of Timing - - -
China Haoyu, Qunchuang, Yuyi, Chuangxin and Dun 8internationa| Grou
Bradstreet P
The . . . Technical Consultant
'“g?r%i?cﬂe' Republic of Tang, HanYu Male | 2019.6.14 3 |2016.6.14 - - - 1 - - - - g"gﬁ&g%“;‘?ﬁaﬂ‘e“gﬁtm General Manager of | ¢\ 1n'cpy - - -
China PLATFORM INC.
The NTUST EMBA Financial Research Institute Partner & President,
Supervisot Republic o{Chou, Chun-Tsun |Male [2019.6.14| 3 (2012.1.18 30,00( 0.03 30,00(¢ 0.03 . . . Director, Audit Department, KPMG SCS CONCORD - - -
China Partner, Jianfeng Accounting Firm CPAs
School of Computer Science, Tamkang Univers
The IBM Project Manager, HP Senior Deputy GenergChairman of Win-Wa
Superviso Republic ofHsu, Sheng-Chin  |Male (2019.6.14| 3 |2014.2.21 1,151,04 1.13 1,151,04 1.13 - - - - Manager, Professional Consultant and Lecturer|Advance Technology| - - -
China Haoyu, Qunchuang, Yuyi, Chuangxin and Dun &Ltd.
Bradstreet

10




2. Major Shareholders of the Corporate Shareholders
April 20, 2020

Name of corporate shareholders Major Shareholders of the Corporate Shareholderg

Yiland International Ltd. COLORFUL GROUP LIMITED (100%)

Note 1: Directors and supervisors who are corporate shareholders shall fill in the nanpem@iteor
shareholders.

Note 2: Fill in the names of major shareholders with top-10 ownership of the institutional
shareholders and their individual holding percentage. If the major shareholders are a
judicial person, please proceed to fill in more details in Table 2 below.

3. Major Shareholders as Judicial Person
April 20, 2020

Name of Corporate Shareholders Major Shareholders of the Corporate Shareholg

COLORFUL GROUP LIMITED Wan Shan (100%)

Note 1: If major shareholders in the above Table 1 are a judicial person, the name ofah judic
person shall be filled.

Note 2: Fill in the names of major shareholders with top-10 ownership of the institutional
shareholders and their individual holding percentage.

11



4. Information on Independence of Directors and Supervisors
December 31, 2019

together with at least five years of work experience  |[Compliant to the requirements of independence (
Meets one of the following professional qualification requirem 1)
Serving in lecturer role§Currently serving as gWork experienct
Conditiond g _ _ _ y gase P Number of Other
OnaitioNyor above in public or  |judge, prosecutor,  |necessary for _ _
vate col | ified publilbusi Taiwanese Publig
rivate college awyer, certified publijbusiness _
P . .g " g - . Companies
institutions in one of thgaccountant or other |administration,
: . : Concurrently
following departments: |professional or legal affairs,
i o _ _ _ 112|3|4|5|6|7|8|9|10(11|12 Served as an
business administratioftechnical staffs who [finance,
aw. f inlhave b ified b i Independent
aw, finance, accountin{have been certified byaccounting, or _
Name o _ o . _ J director
or another discipline |national examinationgbusiness sector
relevant to the and licensed by the |of the Company
Company's operations [competent authorities
Kao, Shu-Jung v v|v v |V v |v 0
Lu, Li-Cheng v v VI IvVIVIVIVIVI|IVI|IVIV 1
Wang, Mu-Tien v VIV IVIVIVIVI IV IVIVI VIV 0
Tang, HanYu v VIivVIVIVIVIVIVIVIVIVIVIV 0
Chen, Kuo-Chin v VI IVIVIVIVI VIV IVIVIVIVIV 0
Hsu, Sheng-Chil v v |V vViIivIVIVIVIVIVIV ]|V 0
Chou, Chun-Tsu v v VI IvVIVIVIVI|IVI|IV ]|V ARAR4 0

Note 1: If the Directors or Supervisors have met any of the following criteria in theMirstears after being elected and during their tenure:

Note 2: Directors or Supervisors, during the two years before being elected and during tHeotBom oneet any of the following situations, please

tick [ ]the appropriate corresponding boxes.
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(1) Is not employed by the Company or its affiliated companies.

(2) Not serving as a director or supervisor of the affiliated companies of the Comparmpéhisot apply in cases where the person is an independent
director of the Company or its parent company or subsidiary established in pursuant to this laWawddca

(3) Not holding more than 1% of total issued shares of the Company by the persenspodise, minor children or in the name of another person, or
top 10 natural person shareholders.

(4) Not spouse, relatives within the second degree of kinship or relatives within the thirel efdgreship to persons listed as the managerial officers
in paragraph (1) or any person listed in paragraphs (2) and (3).

(5) Not a director, supervisor, or employee of a corporate shareholder that directip%otadsmore of the total number of outstanding shares of the
Company, or that holds shares ranking in the top five in holdings, or that are assigned by thes sirptadlders to be the director or supervisor
of the Company according to paragraph 1 or 2 of Article 17 under the Company Act (however, for integiescters of the Company and its
parent company, subsidiary, or subsidiary of the same parent company set according to the law®atiteregulations of the local country shall
be excludey

(6) Not a director, supervisor, or employee of another company where more than 50% of the comapwer ©f director's seats or shares with voting
rights is controlled by one person (however, for independent directors of the Company andtitsopapany, subsidiary, or subsidiary of the same
parent company set according to the law or the laws and regulations of the local country shall be excluded).

(7) Not a director (a member of the governing board), supervisor (a member of the supboasi)gor employee of another company or institution
who is or is a spouse of the corporate's Chairman, general manager, or personnel holding ant gapsiviale (however, for independent directors
of the Company and its parent company, subsidiary, or subsidiary of the same parent aa@npacyrding to the law or the laws and regulations
of the local country shall be excluded).

(8) Not a director (a member of the governing board), supervisor (a member of thassupédroard), managerial officer, or shareholder who holds
more than 5% of shares of companies or institutions that have financial or business dealingsGeithpizuey (however, for independent directors
of the Company and its parent company, subsidiary, or subsidiary of the same parent aahpaogrding to the law or the laws and regulations
of the local country that is a special company or institution that is holding more than 20% but less than 50% of theetbidsss of the
Company shall be excluded).

(9) Is not a professional, sole proprietor, partner, owner of company or institution ératamifounting or business administration, legal, or financing,
services or consulting services for the Company or its affiliated companies with compensatioadreluring the past two years less than
NT$500,000, and not an owner, partner, director, supervisor, manager, or a spousef tfi@aypove-mentioned roles at a company or institutions
that offers these services for the Company. However, members of the special commétear@ration, public acquisition review, or merger and
acquisition who perform their functions and powers in accordance with the provisions of theeSeanuat Exchange Act or Business Mergers and
Acquisitions Act and other relevant regulations shall not be subject to this provision.

(10) Not a spouse or a relative within the second degree of kinship with any director.

(11) No condition defined in Article 30 of the Company Law has appeared.

(12) Where the person is not elected in the capacity of the government, a juristic peesoepresentative thereof as provided in Article 27 of the

Company Act.
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(I Information on General Manager, Deputy General Manager, Assistant Managers,reaggidaf Departments and Branches
April 20, 2020 Unit: Shares
Managers who have
Number of Shares Shares Held By Shares Held in the spousal or '
Spouse and Minor|  Name of Other Positions | second-degree family
Date of Held Children Persons C tly Held relationships within th Remarks
Title Nationality Name |Gende ate o Education and Work Experience urrently rie P End of this
Appointment in Other Company section
NumbeilShareholdin{fNumbe Shareholdin Numbe Shareholdin Companies
of ratio of ratio of ratio Title|NamegRelationshi
shares|  Ratio shares shares
Department of Electronic Engineering, Natiof
Chin-Yi University of Technology
. The General Manager of AIEN Thailand PVT Co.,
ACtI'\ﬂg General Republic Kao, Male | 2013.7.31 Ltd. domestic businesses, Deputy General None (Note 1)
anager . Shu-Jung
of China Manager of Beijing Kunru Computers, Gener
Manager of Chih-Jung Information, Chief
Representative of ELSA Technology Inc
Department of Accountancy, National Cheng
Kung University
: Master of Business Administration, National
Assistant Manager The Chou Taipei University
Marketing and | Republic ' | Male | 2016.5.1 » | None
Planning Departme{ of China Tzu-An Manager of KPI\/I_(_S, Underwrltln_g Departmen
of Yuanda Securities, Underwriting Departme
of Hua Nan Securities, Senior Manager of
Capital Market Division of Jih Sun Securities
Financial/Accountin Re-LTJet)IiC Lai, Yu-Nu[Femald 2005.9.7 Department of Bu_gines_s Administratio_n, GLY] None
Manager of China Accountant of Haiji Shipping Forwarding Inc.

Note 1. Where the Chairman and the general manager is the same person, explain the readity, matiessity, and responding measures: (1) The Chairman is also the general ofahegéompany, which allows the
Board of Directors to grasp the operating status of the Company and delayer the managementacapacive the efficiency and decision-making capacity. (2) To improve the independeaheeBafard of
Directors, the Company actively trains proper candidates and estimates to increase the numiisefiooirsgependent Directors upon the next re-election for realizing corporate goverdpAceorig the members
of the Board of Directors, less than half of the Directors are also an emptaye@agerial personnel.
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(I Remuneration of directors and independent directors, supervisors, general manager amptderaitnanager in the most recent fiscal year
1. Remuneration of general Directors and Independent Directors (disclose the nanmeusuedation individually) 2019 Unit: NT$ 1,000/share

Directors' remuneration Percentage of NIAT aftg Compensations Paid to Concurrent Employees Percentage of the totg Whether or not t
. Directors' remuneratio summing up the four | Salaries, bonuses an Employee Remuneratior] sums of A, B, C, D, E, | have received
Compensations (A)| Severance Pay (B) ©) Allowances (D) items ofA%], BF,) C, and [ allowances (E) Severance Pay (F) ploy ) and G on the net profil remunerations
All from an invested
Title Name cor:pl)lanies corr?plalanies corr?pl)lanies con?pl)lanies con?pl)lanies confglanies compp\)llsmies The companies con?rilanies company other
The |, A The . A The . A The . AR The . ARDRY The . ARDRY The . e listed in this|  The ; AU than the
listed in thig listed in this listed in thig listed in this listed in this listed in this listed in this Compan - : listed in this )
Company financial Company financial Company financial Company . financial Company financial Company financial Company financial P ﬂp: ngrlfl | | Company financial S?J(t))r:i%?ggysor
report report report report report report report CasH Stockl CasH Stock report parent company
Director angRepresentative of Yila
General International Ltd.: Kao,
Manager |Shu-Jung
Yiland International Ltd
Director Representative: Lu, - - - - 1,482 1,482 108 108 1.49 1.49 3,180 3,180 - - 575 - 575| - 3.51 3.51 950
Li-Cheng
Representative of Yilan
Director International Ltd.:
Wang, Mu-Tien
IndependenTang, HanYu
Director
Independer{Chen, Kuo-Chin - - - - 400 400 82 82 0.45 0.45 - - - - - - - - 0.45 0.45 -
Director

1. Please describe the remuneration payment policy, sysséerdasd, and structure of Independent Directors, and describerthectivity with the amount of the remuneration paid accordif@ctors such as duties, risks assumed, and time invéstethe remuneration of Independent
Directors, except for referring to Directors' performaeealuation results, the Company also refer to Article 6 tthe Company's Articles of Association, where the Bo&fldirectors are authorized to determine the remuiograf Directors and Supervisors according to the level of
participation with the Company's operations and the value iofabrribution, with reference to the standard within tidustry.

2. Except for information disclosed above, remuneration paictfeices rendered by Directors of the Company to all caiegan the financial report (e.g., serving as a non-employesultant) in the most recent fiscal year: None.

Table of range of remuneration

Name of Director

Range of Remuneration Paid to Eac

. Total of the four items (A+B+C+D) Total of the seven items (A+B+C+D+E+F+G)
Director of the Company ——— —— . —— — .
The Company All companies listed in this financial report | The Company All companies listed in this financial report J
Less than NT$ 1,000,000 Lu, Li-Cheng, Wangkmlfgr:?r?’ Tang, Han-Yu, Cher Same as left Lu, Li-Cheng, WangkLl\l/cl)lfgrl]tia:, Tang, Han-Yu, Cher Same as left

NT$1,000,000 (inclusive) to NT$2,000,000
NT$2,000,000 (inclusive) to NT$3,500,000
NT$3,500,000 (inclusive) to NT$5,000,000 Kao, Shu-Jung Same as left Kao, Shu-Jung Same as left
NT$ 5,000,000 (inclusive) to NT$10,000,000
NT$ 10,000,000 (inclusive) to NT$15,000,00
NT$ 15,000,000 (inclusive) to NT$30,000,00
NT$ 30,000,000 (inclusive) to NT$50,000,00
NT$ 50,000,000 (inclusive) to NT$100,000,0
Over NT$100,000,000

Total 5 5 5 5
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2. Supervisors' remuneration (disclose the name and remuneration individually)

2019 Unit: NT$ 1,000/share

Supervisors' remuneration _ Whether or not to ha
Percentage of the three items A, B, C | received remuneratio
Title Name Compensations (A) Compensation (B) Allowances (C) netincome after taxes from an invested
company other than t
All companies listed in All companies listed i The All companies listed i All companies listed in| Companys subsidiary
The Company this financial report The Company this financial report| Company | this financial report The Company this financial report or parent company
Supervisor Chou, Chun-Tsun
- - 350 350 72 72 0.39 0.39 B}
Supervisor Hsu, Sheng-Chin

3. Remuneration for the General Manager and Deputy General Manager (disclose the mamers@tion individually)

2019 Unit: NT$ 1,000/share

Percentage of the total of four ite] Whether or not to
Salary (A) Severance Pay (B) Bonuses and Allowances (C) Employees' Remuneration (D) A, B, C and D to net income aftej  have received
taxes (Note 8) remunerations from
T N The Company All companies liste an invested compar
e ame All companies All companies All companies in this financial repo All companies| ~ Other than the
The Company .| listed in this | The Company .| listedinthis | The Company .| listed in this The Company .| listed in this [COmMpanys subsidiar
financial report financial repor] financial reporf Cash Stock Cash Stock financial report O parent company
Director and Kao
General ' 2,616 2,616 - - 600 600 575 - 575 - 3.54 3.54 -
Shu-Jung
Manager

Table of range of remuneration

Levels of compensation paid to each individual President and Vice PresitifrésCompan

Remuneration Brackets

Name of General Manager and Deputy General Manager

The Company

All companies listed in this financial report E

Less than NT$ 1,000,000

NT$1,000,000 (inclusive) to NT$2,000,000

NT$2,000,000 (inclusive) to NT$3,500,000

NT$3,500,000 (inclusive) to NT$5,000,000

Kao, Shu-Jung

Same as left

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

NT$ 10,000,000 (inclusive) to NT$15,000,000

NT$ 15,000,000 (inclusive) to NT$30,000,000

NT$ 30,000,000 (inclusive) to NT$50,000,000

NT$ 50,000,000 (inclusive) to NT$100,000,000

Over NT$100,000,000

Total
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4. Remuneration for the Five Senior Officers with the Highest Remuneration (disclose the name andtiemuntiyidually)

2019 Unit: NT$ 1,000/share

Percentage of the total of four

Whether or not to

Salary (A) Severance Pay (B) Bonuses and Allowances (C Employees' Remuneration (D) !tems A, B, C and D to net have received
Income aftel’ taxes (NOte 8) remunerations fror
_ All companies liste an invested
The Company | ., .7 :
Title Name The All companie§ o All companie All companies PETY_in this financial repo The  |All companiescompany other ths
Compan listed in this Compan listed in this| The Company| listed in this Compan listed in this | theCompany’s
Pany - | financial repol Pany - | financial repo financial repo Cash Stock Cash Stock Pany:- inancial reporsubsidiary or pare
company
Director and General Manag Kao,
9Shu-Jung
Assistant Manager of Chou,
Marketing and Planning | Tzu-An 4,912 4,912 - - 1,030 1,030 1,095 - 1,095 - 6.58 6.58 -
Financial/Accounting Lai,
Manager Yu-Nu
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5. Names of Managers and for Distribution of Employees Remunerations and Distribution Status
December 31, 2019

Ratio of total
Title Name Stock Cash Total amount to net
income (%)

Director and Gener Kao,

Manager Shu-Jung
Assistant Manager
QZJ _ g Chou,
D Marketing and - 1,095 1,095 1.02
Q _ Tzu-An
@ Planning
Financial/Accountin{
Lal, Yu-Nu
Manager
(IV) Compare and analyze the total remunerations paid to each of this Company's
Directors, Supervisors, General Managers, and Deputy General Managers in the 2
most recent years by all companies listed in this Company's individual and
consolidated financial statements as a percentage of NIAT listed in the individual
financial report and describe the policies, standards, and packages for payment of and
the procedures for determining of such compensations and its linkage to business
performance and future risk exposure.
1. Analysis of total remuneration of Directors, Supervisors, General Manager and
Deputy General Manager as a percentage of NIAT:
Ratio of total remunerations to net profit (loss) after taxes
2019 2018
[tems
- All companies in the All companies in the
Title The , P . i The . P . .
consolidated financig consolidated financig
Company Company
statements statements
Directors (including
, , 3.96 3.96 5.06 5.06
independent directors)
Supervisor 0.39 0.39 0.32 0.32
General Managers ang
Deputy General 3.54 3.54 1.39 1.39
Manager
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2. Description of policies, standards, and packages for payment of remuneration of
the Company, as well as procedures for determining remuneration, and its linkage
to business performance and future risk exposure relevance:

(1) The remuneration of the Company's Directors comprise of remuneration and
allowances:

Directors' remuneration: According to Article 19 of the Company's Articles of
Association, where the Company has any profit for the year, the Board of
Directors shall pass the resolution to allocate no more than 6% of the profit as
the remuneration of Directors and Supervisors; however, where the Company
still has accumulated losses, the amount of loss shall be preserved, and the
allocation shall be made according to the percentage in the previous paragraph.
Allowances: Primarily comprise of traffic allowance, which is determined
according to the payment standards for listed companies or within the industry.

(2) The remuneration for managers shall comply with paragraph 2, Article 3 of the
Company's Regulations Governing the Remuneration of Managers, and shall
consider the value of their contributions to the Company's operations with
reference to the domestic standards of counterparts. The salary will be adjusted
according to the Company earnings status, price of goods and Company
policies every year.

(4) Relevance of future risk: The remuneration standards, or structure and system
of the Company to pay Directors, Supervisors, General Manager and Deputy
General Managers are based on the evaluation according to the Company's
Regulations Governing the Evaluation for Directors and Managers. Except for
referring to the overall operating efficiency of the Company, the future
operating risks and development trend of the industry, the Company also refers
to the individual performance achievement and the contribution made to the
Company's performance to provide reasonable compensation. Relevant
performance audit and rationality of remuneration are reviewed by the
Remuneration Committee and the Board of Directors, and they shall review
the remuneration system at any time according to the actual operating status
and relevant laws and regulations to pursue the balances between the
sustainable operations and risk control of the Company.
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[ll.  Implementation of corporate governance
0] Implementation of Board of Directors
The Board of Directors convened 8 meetings in the most recent year (A). The
attendance of Directors and Supervisors is as follows:

) Actual
Times of actug
attendance | Times of (a?gigii?:zea
Title Name (attendance a Attendance] AoNVotin Remarks
nonvoting by Proxy go
delegate) (B) delegate) %
[B/A]
Representative of Reelected (required to
. Yiland International 0 attend 8 meetings)
Chairman Ltd.: Kao, Shu-Jung 8 0 100% Re-election Date: June 2
2013
Representative of Reelected (required to
. Yiland International o attend 8 meetings)
Chairman Ltd.: Lu, Li-Cheng 6 2 5% Re-election Date: Januat
18, 2012
Representative of Reelected (required to
: Yiland International o attend 8 meetings)
Director Ltd.: Wang, Mu-Tien ! 0 88% Re-election Date: June 2
2013
Newly elected (required t
Independer 0 attend 8 meetings)
Director Tang, Han¥u 8 0 100% Reelection Date: June 1
2016
Newly elected (required t
Independer . o attend 8 meetings)
Director Chen, Kuo-Chin 5 3 63% Reelection Date: June 1
2016

Attendance of Independent Directors at each Board Meeting in 2D18ttendance in Persof: Attendance
by Proxy *: On Leave

2019 1/30 3/21 5/3 5/9 6/14 8/12 10/14 11/11
Tang, HanYu © © © © © © © ©
Chen, Kuo-Chin © © © Y Y © © Y

Other issues to be recorded:

I. If operation of the Board of Directors encounters one of the followigirtistances, the date, sessio

the board meeting, content of the proposal, opinions of all IndependentoBireand the Compatg
handling of the aforementioned opinions should be clarified:

() For items listed in Article 14-3 of the Securities and ExchangePAease see the table below.

(In  Other than the matters mentioned above, other resolutions on whictdépehdent Directors ha

dissenting opinions with records or written announcements: None.

Items listed The Company'
in 14-3 of the handling of the
o Independer .
Board of Securities . .| opinions of .
. Proposal Content Directors' | . Voting results
Directors and L independent
Opinion .
Exchange directors
Act
The 13th All the directors
session |Proposal of Investment in present
The 21st |Mainland China Al Server Pla \% None None unanimously
meeting |by Jinghong Subsidiary approved the
2019.1.30 proposal.
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The 13th |Approved the proposal of the All the directors
session |amendment to the Company's present
The 22nd |"Handling Procedures for \Y None None unanimously
meeting [Acquisition or Disposal of approved the
2019.3.21 |Assets." proposal.
Approved the proposal of the Al tgfeilerzi?ors
?mendments to the Company \% None None unanimously
Endorsement/ Guarantee aoproved the
Operating Procedures.” P
proposal.
Approved the proposal of the Al tgfeilerzi?ors
amendment to the Company's .
"Operation Procedures of v None None ;nap(;?eodutst%
Capital Loan to Others." PP
proposal.
Approved'th"e proposal of the All the directors
Company's "Evaluation of the
Effectiveness of Internal Cont present |
Systems" and "Statement on v None None uhanimousty
" approved the
Internal Control System" for |
2018. proposal.
The 13th |Approved the disposal of All the directors
session |Bahamas Federal Shanghai C present
The 24th |Ltd. and its subsidiary \% None None unanimously
meeting |[Dongguan Chang'an Kede approved the
2019.5.9 |Electronic Co., Ltd.. proposal.
The 14th All the directors
session |Approved the Company's sha present
The 3rd |buyback for transfer to \% None None unanimously
Meeting |employees. approved the
2019.10.14 proposal.

Il. If directors abstain themselves from voting on the interest-involved proposals, thehtma Director;
the content of the proposal, reasons for recusal due to conflict ofsistewed voting outcomes shall
stated. There were a total of two such occasions.

Ngme of Proposal Content Reasons of recusal Part|C|p_at|on n Remarks
Director \oting
Discussion on the proposa Kao,_ Shu-Jung, Recusal from January 30,
, Chairman of the law 2019
Kao, Shu-Jung| of 2019 managers . .
X Board, is the Manage| Not participate The 13th
remuneration : : .
of the Company. in voting session
Discussion of the 2018 Kao, Shu-Jung| Recusal from The 21st
Kao. Shu-Jun managersyear-end bonus | Chairman of thg law meeting
’ 9 and special leaves bonus | Board, is the Managg Not participate Board of
proposal of the Company. in voting Directors
Kao, Recusal from
Shu-Jung/Lu, | Discussion of the proposal All Directors of the | law and not March 21,
Li-Cheng/Wang| for the Company's 2018 Company are the | participate in 2019
Mu-Tien/Tang, | remuneration to Directors| stakeholders for the| voting regarding The 13th
Han-Yu/Chen, | and Supervisors. proposal. the personal session
Kuo-Chin remuneration The 22nd
Discussion for the propos: Kao, Shu-Jung, Recusal from meeting
Kao. Shu-Jun for the Company's Chairman of the | law Board of
’ 9| remuneration to managerg Board, is the Manage| Not participate Directors
for 2018 of the Company. | in voting
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lll. Disclose the evaluation cycle and period, scope of evaluation, metitbdpoatent of evaluation for t
Board of Directors' self (or peer) evaluation
Implementation of Board of Directors' Evaluation

Evaluation Period of evaluation | Scope of evaluation Evaluation method Content of
cycle evaluation
Execute once | From January 1, 2019| Board of Directors, Internal self-evaluation| Please see thj
a year. to December 1, 2019 | Individual Directors, | of the Board of following
and Functional Directors and explanations
Committee self-evaluation of for details
Directors
(I) Internal performance evaluation for 2019:

(In

IV. Goal of enhancing Board of Directors functions (such as establishing ancaodhittee and upliftin
information transparency) and evaluation of its implementation in thentiand most recent fiscal yea

0)
(1)
(D)
(IV)

V. Communications between the Independent Directors, the internal auditisapand the CPAs:

1. Performance audit for the Board of Directors: (1) the degreerti€ipation in the Company
operations; (2) enhancement of decision-making quality of the Board ettdis; (3) th
composition and structure of the Board of Directors; (4) the eleatidrcontinuous education
Directors.; (5) internal control

2. Performance audit for the individual Directors: (1) mastery o€Cthrapany's objectives and tag
(2) cognition of Directorsduties.; (3) the degree of participation in the Company's operatio
internal relationship management and communication; (5) professionabatiduous educati(
of directors; (6) internal control

3. Performance audit for functional committees: (1) the degree t€ipation in the Company
operations; (2) cognition of functional committees's duties; (3) enhancefdatision-makin
quality of the functional committees; (4) composition of the functicc@hmittees and t}
election of committee members; (5) internal control

Evaluation results:

For the evaluation in 2019, the achieving rate for the measuring fiberssif-evaluation of membs

of functional committees and Board of Directors were over 90%, repiege healthy rating, a

the results were reported to the Board of Directors of the Compaignomary 21, 2020.

The Board of Directors approved the formulation of the Standard Operatiogd@res for Handlin
Directors' Requirements of the Company on March 21, 2019.

The Board of Directors approved the amendments to the Regulations Goveenibgatuation of th
Performance of the Board of Directors of the Company on March 21, 2019.

The Company has purchased liability insurance for all Directors and Supenrisoh&as reportd
according to the requirements.

Proactively provide various training programs and encourage Directors and Sogseteiparticipa
in all corporate governance programs to enhance the function of the B&airdaibrs.

(D  The Independent Directors and internal audit supervisor of the Company regafzott to th
Independent Directors at the regular Board meetings regarding thememétion of the Compal
and its subsidiaries' audit operations and follow-up, and fully commanilcaing the meeting. T
auditors also regularly submit the results of the audit report and followepgtrto Independe
Directors.
(In  Previous communications between the Independent Directors and the intetihadupervisor a
summarized as below:
Date of the Summary of the communication with the internal audit supervisor
Board Meeting
2019.3.21 1. Operation audit report for October to December in 2018
2. Approved the proposal of the Company's "Evaluation of the Effectivenessmialnt
Control Systems" and "Statement on Internal Control System" for 2018
2019.5.9 Operation audit report for January to March in 2019
2019.8.12 Operation audit report for April to June in 2019
2019.11.11 1. Operation audit report for July to September in 2019
2. Approved the Company's audit plan for 2020.
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| 2020.3.27 | Operation audit report for October to December in 2019 |
(1)  Previous communication between Independent Directors and CPAs:
The CPA had communicated with independent directors and supervisorsthef@eard Meeting
on March 21, 2019 and March 27, 2020 upon the following items:

Date of Independent
Communication Proposal Content . S
Meeting Directors' Opinion

The CPA explained and discussed the scope of audit, finding Disclaimer of

March 21, 2019 other communication matters and independence in 2018. Opinion
The CPA explained and discussed the scope of audit, finding Disclaimer of

March 27, 2020 L . . -
other communication matters and independence in 2019. Opinion

Financial and accounting supervisor and audit supervisor also attended the naetiogsvotin
delegates; if the independent directors and supervisors raised any questiohayéhand obtaing

immediate response.
(IV) The Company's Independent Directors, internal audit supervisor, and CPA&imdiralth

communication.
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(1) Operations of the Audit Committee or Supervisors' Participation in the Operations of
the Board of Directors
1. Operations of the Audit Committee: The Company has yet to establish an Audit
Committee, hence not applicable.
2. Supervisors’ participation in the operations of the Board of Directors:
8 Board Meetings were held in the most recent year (A); attendance \ilas as

following:
Times of actug  Actual rate of
Title Name attendance aj attendance as Remarks
non-voting [non-voting delegat
delegate (B) (%) [B/A]
Reelected (required to
. attend 8 meetings)
- 0
Supervisor| Chou, Chun-Tsun 7 87.5% Reelection Date: June 2
2013
Reelected (required to
. . attend 8 meetings)
- 0,
Supervisor| Hsu, Sheng-Chin 6 75% Reelection Date:
February 21, 2014

Other issues to be recorded:
I. Composition and responsibilities of the supervisors:
() Comnunication of supervisors with employees and shareholders (e.g., commun@tzdiong
and method): Supervisors may directly contact employees, shareholdéakedrolders for tall
when necessary:
(I Communication between the Independent Director and the internal auditisaper CPAs (e.g
the items, methods and results of communication concerning the Company's fina

business):

1. The supervisors have no objection to the audit report submitted by the audit su
to supervisors in the following month after completion of audit items.
2. The CPAs, independent directors and supervisors conducted communication o\
following items on March 21, 2019 and March 27, 2020 before the Board Meetit

Date of Supervisors
Communication Proposal Content perv
. Opinion
Meeting

March 21, 2019 The CPA explained and discussed the scope of audit, finding{ Disclaimer of

other communication matters and independence in 2018. Opinion

The CPA explained and discussed the scope of audit, finding{ Disclaimer of
March 27, 2020 . . : -

other communication matters and independence in 2019. Opinion

Financial and accounting supervisor and audit supervisor also attended the me
non-voting delegates; if the independent directors and supervisors raised any q
they have and obtained immediate response.

3. Discussion and exchange of opinions at the Board Meetings on a regular basis,
II. If Supervisors who attend the Board Meetings as non-voting delegate need to state
they shallspecify the date of the Board Meeting, the term, the content of the prd
resolution of the meeting and the follow-up procedure of the Company toward the o

there has been no the above situation in the current year.
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D)

Implementation of Corporate Governance and the Deviations from the Practice Principles for P®SESied Companies, and the Reasons

State of Operations

Evaluation Items

Deviations from th
Practice Principle
for TWSE/TPEX

Yes| No Summary Listed Companieqg
and the Reasons
Has the Company formulated and disclosed its corporate Vv The Company has adopted the "Corporate Governance Practice Principles” to promote corporeiagpoat the None
governance practice principles in accordance with the "Corpor Board Meeting since December 19, 2014, and has made disclosures on its Company weldsie&nd
Governance Practice Principles for TWSE/TPEX Listed
Companies"?
II.  Shareholding Structure & Shareholders' Rights
() Does the Company establish an internal procedure for Vv () The Company has appointed a spokesperson and an acting spokesperson to handle related mattksag None
handling shareholder proposals, inquiries, disputes, and with regulations. Furthermore, the Company also provides a mailbox exclusive for handling shareholdg
litigations? Are such matters handled according to the inte recommendations or disputes on the Company's website. In the event of any dispute, the Company $h
procedure? the matter to the lawyers of legal consultation of the Company. None
(1) Does the Company maintain a register of major sharehold V (I The Company has set up a shareholder stock unit and a stock service agency that can &eepthbrewjor
with controlling power as well as a register of persons shareholders of the Company and the ultimate controlling party of the major shareholders. None
exercising ultimate control over those major shareholders (1M The Company and its affiliated enterprises are running independently, and the Company ha®tbtineulat
(1) Does the Company establish and enforce risk control and| V Supervisory Methods for the Group to supervise the operation of subsidiaries, so as to intpknsat
firewall systems with its affiliated businesses? control and management mechanism over them. The Company also established effective risk manage) None
(IV) Does the Company stipulate internal rules that prohibit Vv the Management of Related Party Transaction.
company insiders from trading securities using informatio (IV) The Company has established tReocedures for Prevention of Insider Tradiag internal regulations.
disclosed to the market?
lll.  Composition and Responsibilities of the Board of Directors
() Has the Board developed, and does it implement, a divery V () The Company has established the "corporate governance Practice Principles” and "ElectioneBrimreitier None
policy for the composition of its members? Directors and Supervisors" to stipulate the diversity of the composition of the Board. The fundamental
conditions and diversity guidelines of professional knowledge have been formulated for the Company'y
operations and development needs. The principle of appointment is based on the merits. The Corpan|
Directors and 14% is also an employee 29% is also an Independent Director theredrel€bion of 2
Independent Directors has not continued for over three sessions. The age of the Cdmgaity's is ranging
from 54 to 60. The implementation of the diversity of all members of the Board of Direcasroitow:
Name of Director Gender Busmesg Industrial International Vision | Marketing Ability
Leadership Knowledge
Generglhlalgicrfgr: Ka Male v v v v
Genelr_?chkl]r:r?;or: Lu Male Vv Vv Vv Vv
General Director:
Wang, Mu-Tien Male v v v
Independent Directo
Tgmg, HanYu Male v v v v
Independent Directo
Ck?en, Kuo-Chin Male v v v
(1) In addition to the Remuneration Committee and Audit V [(I) In addition to the Remuneration Committee set up in accordance with the law, the Company has electg Not yet voluntarily
Committee established according to law, is the Company independent directors in the 2016 shareholders' meeting. Other functional committees are codemtly u established.
willing to set up other functional committees? planning. Currently under
(1) Has the Company established the evaluation method and V (1) The Company has adopted the "Regulations Governing the Evaluation of the Performance of the Boar planning
means of the performance of the Board of Directors? Is st Directors" on August 9, 2018. The scope of evaluation includes the overall operation of theHgoard,
evaluation conducted regularly every year? Has the Comj performance of individual Directors, and the performance evaluation of functional committees' m&hebe None

submitted the results of the performance evaluation to thg
Board of Directors and used such results as the reference
the remuneration and compensation for individual Directo

and for their nomination for re-election.

evaluation period: From January 1, 2019 to December 31, 2019. The Company completed the overall
of the Board of Directors for 2019 at the beginning of 2020, the evaluation results acdvier80 points,
representing a healthy rating. The results of the Company's 2019 Board of Directorsigrece evaluation &

as follows:
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State of Operations

Evaluation Items

Yes

No

Summary

Deviations from th
Practice Principle
for TWSE/TPEX
Listed Companieqg

and the Reasons

(IV) Does the Company regularly implement assessments on
independence of CPA?

The Board of Directors had a total of 92 points for self-evaluation (out of 100 points).

The individual Directors had an average of 95 points foreselfuation (out of 100 points).

The Remuneration Committee had an average of 92 points for self-evaluation (out of 1§)0 point

The results of the Board of Directors' performance evaluation have been reporteddarthefBirectors

on January 21, 2020.

The Company will benefit from the evaluation in helping the Company and the Board of Directors to g4
continual improvements and advances, and the evaluation may serve as the reference fong@meiors
in the future.

(IV) The Company's Accounting Department assesses the competence and independence of CPAs yee e
The results of the evaluation were reported to the Board Meeting on November 11, 20&Bbéoation.
According to the evaluation of the Company Accounting Department, CPAs from Pricewaterhouse Cod
Hsu, Sheng-Chung and Wu, Han-Chi conform to the independence evaluation standard, so they are c(
enough to act as CPAs for the Company. And the CPA firm has issued an independent declaeation. T
Company's CPA independence assessment standards (see Note 1 for details)

PN E

IV. Does the listed Company have an adequate number of qualifig V |The Company has established t¢andard Operating Procedures for Handling Directors' Requiréhikats Not yet voluntarily]
corporate governance personnel and assign a corporate gove management division is responsible for the corporate governance-related matters, including the provision @ established.
executive to handle corporate governance matters (including K Board of Directors and Independent Directors for business execution, assistirtgrBiaed Supervisors in legal | Currently under
limited to the provision of data to Directors and Supervisors fo compliance, handling matters related to Board Meeting and Shareholders’ Meeting accordinigatadliavg planning
business execution, assisting Directors and Supervisors in leg Company registration and variation, and preparation of minutes for Board Meeting and Sha'diieletarg.
compliance, matters related to Board Meeting and Shareholde However, the Company has not assigned a corporate governance executive, but the establishmentitbaush
Meeting, preparation of minutes for Board Meeting and now under plannig.

Shareholders' Meeting)?

V. Has the company established a channel to communicate with | V The Company website has established a special zone (including employees, suppliers, custesters, None
stakeholders (including but not limited to the shareholders, community and complaint channels) for stakeholders and has a mailbox and contact number in place. Any
employees, customers and suppliers), and set up a special zo stakeholders can exchange views with the Company at any time, but they are not allowed to go beyond thq
stakeholders on the Company's website, and appropriately res laws and regulations as well as the Company internal control system regulations.
to the important corporate social responsibility issues that are
essential to stakeholders?

VI. Has the Company commissioned a professional stock affair ag V The Company has commissioned Grand Fortune Securities to handle matters related to shareholders' meg None
to manage shareholders' meetings and other relevant affairs?

VII. Information Disclosure
() Does the Company establish a website to disclose inform| V () The Company has set up its Company website (www.chaintech.com.tw) to disclose rnefevardtion at an None

on financial operations and corporate governance? time and publish and declare its Company profile and various financial and business information on t
according to the requirements of the competent authority.
(1) Does the Company adopt other means of information Vv (1) The Company has launched and maintained the Chinese and English websites. Apart from inttbd None
disclosure (such as establishing an English language wel technical services and business related to the Company's products, the websites also disclose i
delegating a professional to collect and disclose Compan financial operations and corporate governance as well as the process of legal personceorggudarly an
information, implement a spokesperson system, and discl irregularly. The websites have also designated the Company spokesperson and specially-assognta b
the process of legal person conferences on the Company in charge of the Company's material information disclosure and reveal it on Market Obseroati@yd®er
website)? on a timely basis.
(1) Does the Company publish and declare its annual report{ V (1 The Company publishes and declares its annual report, its financial reports fimstheecond, and thi None

two months from the end of a fiscal year and publish and
declare its financial reports for the first, second, and third
guarters and the operating status of each month within th

prescribed time.

guarters and the operating status of each month within the prescribed time; for detailsgal¢hsecontent
declaration on the MOPS (website: https://mops.twse.com.tw/)
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State of Operations

Evaluation Items
Yes| No

Summary

Deviations from th
Practice Principle
for TWSE/TPEX
Listed Companieqg
and the Reasons

VIII. Has the Company provided other important information that is| V
helpful to understand the implementation of corporate governg
(including but not limited to the rights and interests of employe
employee care, investor relations, supplier relations, stakeholg
rights, continuous education of directors and supervisors,
implementation of the risk management policies and risk
measurement standards, customer policies, and purchase of |
insurance for the Directors and Supervisors)?

1. Employee rights and interests: The Company has established an Employee Welfare Canditteeeclope

. Employee care: The Company has joined the group insurance, provides regular healihsdoecemployee
. Investor relations: The Company has set up a special zone for stakeholders in aceatdahedaw to prote
. The Company has established the Procurement Department to manage the affairs related t@sdppbéngai

. Stakeholder rights: The Company has developed the rules and regulations to protect the rights o

. Implementation of Risk Management Policies and Risk Measurement Standards: The Compamguta®d

. The Company has purchased liability insurance for Directors and Supervisors, amdotime af insurand

. Directors and supervisors' continuous education: The Company has irregularly notified direttrgervisors

relevant regulations to regularly provide pensions to employees and ensure their rights and inéeastdanc
with the law.

and organizes employee education and training to safeguard the physical and mental health cfssmploye
the basic rights and interests of the investors.

a smooth complaint channel to protect the legitimate rights and interests of both parties.

stakeholders. The Company has also set up a special zone for different stakeholders on thesGuefyseyan
provided corresponding complaint channels to allow the stakeholders to feedback immediately to the Cq

unequal treatment or right damage.

relevant operating guidelines and control measures that are implemented by specially-assigned peraods
personnel shall regularly and irregularly audit and track the implementation of the corrective actions

coverage, coverage and insurance premium and the like are reported to the Bogectafs on a regular basis

through letters to participate in the professional knowledge education course hosted by the relevaré asts

see Note 2 for details)

None

IX. Preferential enhancement items and measures have to be proposed for what is inmoroxred & not for the corporate governance assessment results released in the m@stanelog the corporate governance

Center of Taiwan Stock Exchange.

What is improved 1. More than half of directors (including at least one independent director) and at leafsth@engupervisors shall attend the regular Shareholders' Meeting.

Preferential 1. Complete uploading the English annual report in advance. 2. The Company expects toesasijtaannounce material information in English from 2021. The Company will also cont

enhancement items strengthen corporate governance in the future and implement transparency and enhance shanedrekisrahd rights.

Note 1: Evaluation standards for independence of CPA

. 2019 evaluation results (Y/N Whether in line with

Evaluation Items independence (Y/N)
1. The CPA has not engaged in any financial interest relatidwether directly or indirectly, with the Company. Y Y
2. There are no financing or guarantee activities between CPARafdmpany or its Directors and Supervisors? Y Y
3. The CPAs have not been influenced in auditing by consideration pd$iséility of customer loss. Y Y
4. There are no close business relationship or potential employetatitinship between the CPAs and the Company. Y Y
5. The audit service team members of CPAs have not acted asebwbDimanager, or Supervisor of the Company currently or in theremestt two years. Y Y

Positions that have a substantial influence upon audit cases.

6. The non-audit service provided by the accounting firm to the Conipaangot directly influenced the important audit items. Y Y
7. The CPAs have not engaged in publicizing any shares or etheities issued by the Company or worked as the agency thereof. Y Y
8. There are no CPAs who acted as the director, supervisor, managsitions that have substantial influence over the audis cdslbe Company within one year after relief. Y Y
9. The CPAs did not receive presents or gifts with the naateaiue from the Company or its Directors, Supervisors, or managers Y Y
10. No CPAs have been appointed for five consecutive years. Y Y
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Note 2: Directors' continuous education in 2019:

Title Name Date of participation Organizer Course Name Training Hours
2019.3.21 Securities and Eutures Institute The Explanation, Analysis and Decision-Making Application of Enterprig 3 hours
Financial Information
2019.7.11 Corporate Operation Association of the Republic of Chingd 2019 M&A and Corporate Governance Practices and Operations 3 hours
Chairman Kao, Shu-Jung 2019.7.12 Taiwan Corporate Governance Association How to Understand Financial Statements 3 hours
2019.8.20 Corporate Operation Association of the Republic of Ching Introduce Corporate Governance and Social Responsibility Into the 3 hours
Corporate Culture
2019.11.27 Taiwan Corporate Governance Association Strengthen Corporate Governance Ecology and Implement the Indeper, 6 hours
Director System
Director Lu, Li-Cheng 2019.7.11 Corporate Operation Association of the Republic of Chingd 2019 M&A and Corporate Governance Practices and Operations 3 hours
Director Lu, Li-Cheng 2019.8.20 Corporate Operation Association of the Republic of Ching Introduce Corporate Governance and Social Responsibility Into the 3 hours
Corporate Culture
Director Wang, Mu-Tien 2019.7.12 Taiwan Corporate Governance Association How to Understand Financial Statements 3 hours
Director Wang, Mu-Tien 2019.9.27 Taiwan Corporate Governance Association Introduction to Legal Due Diligence and Business Contract for M&A 2 hours
Independent Tang, HanYu 2019.3.21 Securities and Futures Institute The Explanation, Analysis and Decision-Making Application of Enterprig 3 hours
Director Financial Information
Independent Tang, HanYu 2019.3.15 Taiwan Corporate Governance Association Key messages and responsibilities analysis of annual report: From a 3 hours
Director director/supervisds perspective
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(IV)  The composition, duties and operations of the Remuneration Committee, if the Company has:
1. Information on the members of the Remuneration Committee
together with at least five years of work experience . : .
. : o : Compliant to the requirements of independence (Note 2)
Conditions M(_eetsj one of the following profeSS|_onaI qugllflcatlon requm_ament Number of Other
Serving in lecturer roles o[Currently serving as a judq Work experience Taiwanese Publi
) . above in public or private| prosecutor, lawyer, certifig necessary for Companies Remarks
Category of identity college institutions in one { public accountant or othe business Concurrently (Note 3)
(Note 1) the following department § professional or technical administration, legg 5 3 4 5 6 - g ) 10 Served asan | Endofthis
i ini i i i tion
business administration, la]  staffs who have been affairs, finance, Independent sec
Name finance, accounting, or certified by national accounting, or director
another discipline relevant| examinations and licensgbusiness sector of t
the company's operation{ by the competent authoriti Company
Independent Directol Tang, HanYu v v v v v v v v v v v 0
Independent Directol Chen, Kuo-Chin v v v v v v v v v v v 0
Others Ke, Cong-Yuan v v v v v v v v v v v 1

Note 1: The identity to be filled in is selected from Director, Independent Director or others.
Note 2: For any committee member who fulfills the relevant condition(s) 2 years bafagyesleeted or during the term of office, please tick ™ in the field below the corresponding cosyition(

(1) Is not employed by the Company or its affiliated companies.

(2) Not serving as a director or supervisor of the affiliated companies of the Compardoéhiaot apply in cases where the person is an independent director of the Coniisgmgrent company or subsidiary
established in pursuant to this law or local laws).

(3) Not holding more than 1% of total issued shares of the Company by the person and itsr8pousajldren or in the name of another person, or top 10 natural person shareholders.

(4) Not spouse, relatives within the second degree of kinship or relatives within the third dégmskipfto persons listed as the managerial officers in paragraph (1) or anyliggeson paragraphs (2) and (3).

(5) Not a director, supervisor, or employee of a corporate shareholder that dicddsly6% or more of the total number of outstanding shares of the Company, or that holdsiskiagegrthe top five in holdings,
or that are assigned by the corporate shareholders to be the director or supervisor of the Complary tacparagraph 1 or 2 of Article 17 under the Company Act (however, for independent diretiters of
Company and its parent company, subsidiary, or subsidiary of the same parent companydsetjaocdche law or the laws and regulations of the local country shall be excluded).

(6) Not a director, supervisor, or employee of another company where more than 50%oofipaeyts number of director's seats or shares with voting rights is controlled by one person (fawedependent
directors of the Company and its parent company, subsidiary, or subsidiary of the sameopgrany cet according to the law or the laws and regulations of the local country shall be excluded).

(7) Not a director (a member of the governing board), supervisor (a member of thassupdoard), or employee of another company or institution who is or is a spouse of thetesr@rairman, gendra
manager, or personnel holding an equivalent position (however, for independent directors of the @ochjgamyarent company, subsidiary, or subsidiary of the same parent company detgatadne law or
the laws and regulations of the local country shall be excluded).

(8) Not a director (a member of the governing board), supervisor (a member of thessupdoard), managerial officer, or shareholder who holds more than 5% of shaoespahies or institutions that have
financial or business dealings with the Company (however, for independent directors of the Company and ¢cenpaaey, subsidiary, or subsidiary of the same parent company set according to the law or the
laws and regulations of the local country that is a special company or institution that is holding more thanl@§9tHaut 50% of the total issued shares of the Company shall be excluded).

(9) Is not a professional, sole proprietor, partner, owner of company or institution thatoffeasiting or business administration, legal, or financing, services or consulting dentlcesCompany or its affiliated
companies with compensation received during the past two years less than NT$500,000, and not an owner, p&stnsuypgireisor, manager, or a spouse of any of the above-mentioned roles at a company or
institutions that offers these services for the Company. However, members of the special canméeeneration, public acquisition review, or merger and acquisition who perform their functions arel power
in accordance with the provisions of the Securities and Exchange Act or Business Mutgerguasitions Act and other relevant regulations shall not be subject to this provision.

(10) Not a spouse or a relative within the second degree of kinship with any director.
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2. Information on Operation of the Remuneration Committee
(1) The Company's Remuneration Committee consists of three members.
(2) Term of office: June 14, 2019 to June 13, 2022. A total of two meetings (8)cwaducted
by the Remuneration Committee in the most recent fiscal year, where the qualifications and
attendance of the members were as follows:

Times of Times of |Actual attendance ra
Title Name Attendance in| Attendance by (%) Remarks
Person (B) Proxy (B/A) (Note)
Re-elected (required to
Convener | Tang, HanYu 2 0 100% attend 2 meetings)

Re-election Date: June 14
2016

Newly elected (required t(
attend 0 meeting)
Re-election Date: June 14
2019

Members | Chen, Kuo-Chin — — —

Re-elected (required to
attend 2 meetings)
Re-election Date: June 21
2013

Members | Ke, CongYuan 2 0 100%

Dismissal (required to atte
2 meetings)
Date of dismissal: June 14
2019

Members | Chen, Jian-Wei 2 0 100%

Other issues to be recorded:

l. In the event that the Board of Directors does not adopt or amendfiesals of the Remuneration Committeq
please state the date and number of the Board meeting, thetarttee proposals, resolution from the Board
Directors, and disposal of opinion from the Remuneration Committée (salaries and compensations apprd
by the Board were higher than the suggested levels from the Remun@ationittee, please state the
differences and reasons): None.

II. If amember has a dissenting or qualified opinion, if a memisea ltissenting or qualified opinion, that a
member has a record or reservation that is recorded or statediiten statement, the date and session of th
Remuneration Committee, the content of the proposal, all mehopér®ons, and the handling of the opinions|
the member of the Remuneration Committee shall be stated.

The Company's actions inll
Date/Session Proposal Content Resolution response to the opinions o
the Remuneration Committe

2019.1.30 I. Passed the 2019 individual managers | Passed by all .
. ; ) Submitted to the Board and
4th session, 5th remuneration proposal attending assed by all attendin
meeting Il. Passed the 2018 managegrsar-end committee S y 9
; irectors
bonus and special leaves bonus propo| members
2019.3.21 I. Passed the proposal of 2018 Bonus
4th session, 6th distribution to Directors and Supervisor Passed by all
meeting Il. Passed the proposal for the Company' atten dingy Submitted to the Board and

passed by all attending
directors

remuneration to managers for 2018.
lll. Passed the proposal of the establishm

of the Company's Board of Directors'

Performance Evaluation Regulations.

committee
members

Note:

(1) Where members of the Remuneration Committee resign beforenthef the year, the Notes column shall be
annotated with the date of resignation. Actual attendance(¥8teshall be calculated using the number of
Remuneration Committee meetings convened and actual attendaingetideiterm of service.

(2) When an election is held for the Compensation Committéereb¢he end of the year, both the newly- and
previously-elected committee members shall be listed inraepacolumns and noted as newly-elected,
previouslyelected or reelected members, along with the elected date, in the ‘“Remarks” column. The actual
attendance rate (%) shall be calculated based on the numbertofgsiéeld by the Remuneration Committee and
the number of actual attendance during the term of service.

30



(V)

Implementation of social responsibility and the deviations from the Corporate Social ResponsibiliBrag@ise Principles for TWSE/TPEXx-Listed Companies and reasons (the Company's system and

measures for environmental protection, social engagement, social contribution, social serviceseléa@alconsumer rights, human rights, and other social responsibilities activities anglémentation

thereof):

State of Operations

Evaluation Items

Deviations from the Corporate
Social Responsibility Best Practi

Yes| No Summary Principles for TWSE/TPEX-Liste
Companies and Reasons
Has the company assessed the environmental, social, and corporate goy V The Company has established tiiorporate Social Responsibility Practice Princigle None
risks related to its operations based on the principle of materiality and executed corporate governance, facilitated the development of a sustainable envi
established related risk management policies or strategies? (Note 3) to safeguard social welfare. The Company has also established its Regulations fo
Prevention of Insider Trading, Procedures and Code of Conducts for Integrity
Management, and Procedures for Self-Evaluation of the Internal Control System f
realization of its risk management policy.
.  Has the company established a dedicated (part-time) unit to promote CS V [The Management Department is a dedicated (or parttime) unit that is responsible { Currently under planning
the Board of Directors authorized senior management to handle such ma promoting CSR activities, and it has no matters that need to be reported to the B
to report their implementation to the Board of Directors? Directors.
[ll.  Environmental Issues
() Has the Company established a suitable environmental managemen V () The Company has established the "Regulations Governing the Occupational None
system based on the characteristics of its industry? Environmental Safety and Health Management” in accordance with the Labof
Safety and Health Act, and its subsidiary Siteng Heli (Tianjin) Technology Co.
Vv obtained 1SO9001 certification.
(1) Is the company committed to improving the efficient use of resource (1) Due to the energy shortage and the carbonization of the earth in recent years None
utilize renewable resources to reduce environmental impact? Company continued to promote measures for energy conservation and carbo
reduction, such as the implementation of garbage separation and paper box
recycling. The toner cartridges used by the printing machine are returned to t
original supplier for recycling. Encourage employees to bring their own cups 4
lunchboxes to reduce the use of disposable tableware. The Company also
Vv encourages employees to turn off the light when leaving and adopt paperless
operations to minimize the impacts of the Company's operations on the natur
environment.
(1) Has the Company evaluated the current and future potential risks an (1) As the carbonization of the earth has been worsening, the Company faces pd None
opportunities for the Company arising from climate change and adog risks related to aspects of operation and environment, such as resource shor
corresponding measures according to aspects related to climate? Vv an increase in costs for raw materials, which would cause impacts on the Co
operations. The Company will develop green energy technology to create
opportunities for the Company.
(IV) Has the Company calculated the greenhouse gas emissions, water (IV) The Company has not calculated the greenhouse gas emissions, water consly None
consumption, and total weight of waste for the past two years and and total weight of waste for the past two years; however, the Company attag
established the policies with regard to energy conservation and carb attention to and care for energy conservation and carbon reduction. The Com
reduction, greenhouse gas reduction, water consumption reduction, continues to promote electronic measures and reduction in use of paper, wats
other waste management? electricity conversation and targets energy conservation and carbon reductior
IV. Social Issues () The Company complies with labor laws and regulations like labor standards,
() Has the Company set up management policy and procedures accorq V respects the internationally recognized principles of basic labor human rights None
related laws and regulations and the International Human Rights Tre| protects the legitimate rights and interests of employees, and contributes to p
Meanwhile, it has also established the Employees Welfare Committee that is
V charge of appropriating employee benefits and disposing of various welfare n
(1) Has the Company established and implemented reasonable employs (I The Company conveys its working rules to its employees through internal None
welfare measures (including remuneration, leave, and other benefits educational training, and it implements an employee audit system regardless
reflect the operating performance or results in employee's remunera and gender. Furthermore, according to the Articles of Association, where ther
any profit of the Company for the year, the Company shall allocate no less thj
\ of such surplus to employees and employees' remuneration.
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State of Operations Deviations from the Corporate
Evaluation Items So_cia_l Responsibility Best Pr_acti
Yes| No Summary Principles for TWSE/TPEX-Liste
Companies and Reasons
(1) Has the company provided employees with a safe and healthy worki (1) The Company provides employees with safety and protection equipment for 9 None
environment, and routinely implemented safety and health education and health, regularly reviews the working environment, organizes health cheq
employees? and implements various work safety and health education and training.
(IV) Has the Company established an effective competency developmen| V (IV) The Company organizes education and training from time to time to provide None
training program for employees? employees with effective career ability.
(V) Has the Company complied with relevant regulations and internation V (V) The Company attaches great attention to customers' opinions. Except for None
standards regarding customers' health and safety, customer privacy, maintaining communication with customers at any time, the Company also pr
maketing and labeling for products and services, and established re product information, contact window, and mailbox on its website, and set up &
policy and appeal procedures to protect consumers' rights? special zone for stakeholders as the channel for customers to make inquiries
Vv appeal.
(V1) Has the Company established the management policies for suppliers (VI) Before engaging in commercial dealings with the suppliers, the Company shg None
required suppliers to comply with relevant requirements in terms of evaluate whether the suppliers had negative records of affecting environment
environmental protection, occupational safety and hygiene, or laborg society in the past as the significant references for selecting suppliers, and sk
human rights. stipulate that the suppliers shall provide qualified products made with
environmental-friendly raw materials to duly fulfill its corporate social
responsibility. If the Company's suppliers violate the corporate social respons
policy and the impact upon environment and society is significant, the Compa
entitled to terminate or rescind the contract at any time.
V. Does the Company prepare and publish reports such as its Corporate Sg V |Even though the Company has not prepared its CSR report and has not obtained
Responsibility (CSR) report to disclose non-financial information of the assurance or guarantee from a third-party certifying department, the Company ha| Has not prepared the CSR repd
Company with reference to internationally recognized standards or guide established the "Corporate Social Responsibility Practice Principles” to fulfill its
for the preparation of reports? Has the company received assurance or corporate social responsibility. The Company considers the interests of its stakehq
certification of the aforesaid reports from a third party accreditation instity and treat its customers and suppliers in fair and reasonable manners, and has cof
with the regulations under the agreement on social and environmental responsibil
VI. Where the Company has stipulated its own corporate social responsibility regulations according to thatéCaop@l Responsibility Practice Principles for TWSE/GTSM Listed Companies,"” gesssde any
differences between the prescribed practice principles and the actual activities taken by the Cidmep@agnpany has established the "Corporate Social Responsibility Practice Principles” andntegldreeules
and procedures in accordance with the requirements. The Company will think over the prepattaticomiorate social responsibility report or formulate the relevant regulations in the future atcoaadingl
needs.
VII. Other important information that facilitates the understanding of the implementation of corporate social régpdrsbCompany has established relevant management regulations concerning employees' r

interests and supplier relations, established Employee Welfare Committee to attacanogpiar the rights and interests of employees, and put in place communication channels wihdatiies creditors,
customers and suppliers;

(1
(In)

(I
(V)

(V)

Environmental Protection: As the Company has no plant in Taiwan, it focuses on environment protectioficesitd bé Company actively promotes paper and packaging materials for reuse and tiragte
so as to reduce the impact of environmental pollution, and strive to promote sustainable developmeptiyaitasfulfill corporate social responsibility.

Community engagement, social contribution, social services, social welfare, etc.: Regular a$sistaccdly disadvantaged groups, the fulfillment of social responsibilities, and particijpatioblic welfare
in the past two years: In 2015, NT$150,000 was donated to the Social Welfare Fund of theSOhetiyyof the Financial Group and NT$100,000 for the Youth Care Foundation. In 2016, NT$103,000 w.
donated to the establishment of the "Injury Rescue Center" of the National Marine Univeg5ty6JMNT$100,000 was donated to the establishment of the "Injury Rescue Center" of the National Maring
University. In 2017, the Company donated NT$30,000 to Youth Development Society of Dream House evenptralimghiNT$270,000 for the year, to spread love and education to disadvantaged stude
western region and ultimately foster their own leadership. In 2018, the Company continuously donated NT$30,000 thvieryyoutim Development Society of Dream House, totaling NT$90,000. In 2019
Company continuously donated to Youth Development Society of Dream House, totaling NT$100,000.

Consumer rights and interests: Through a comprehensive quality management system, stringent quality managsineteédsin various processes to ensure the best services and products to custome
Human Rights: The Company's labor-management relations are equal. The Company respects the wakqeedoevery employee, so that there is no labor dispute, fully manifesting the Company@re
human rights issues.

Safety and Health: The Company provides a safe employment environment for employees, displalfiliméatfof the responsibility for employees' life safety. Meanwhile, the Company rgpitavides
straining and work safety education for the employees to avoid occupational accidegtgrsaemployees' life safety and enhance their understanding of health and safetimelatsibe.

)

Implementation of Ethical Corporate Management and Discrepancies with the Ethical Corporate Managewi8a/®oPEXx Listed Companies and the Reasons

ltems assessed | State of Operations | Discrepancies with the Ethici
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Yes

No

Summary

Corporate Management of
TWSE/TPEX Listed Compani
and the Reasons

Formulating policies and plans for Ethical Corporate Management

() Has the Company established the ethical corporate management pol
approved by the Board of Directors and specified in its rules and exte
documents the ethical corporate management policies and practices
commitment of the Board of Directors and senior management to
rigorously and thoroughly implement such policies?

(I) Has the Company established a risk evaluation mechanism against
unethical conduct, regularly analyze and assess the business activitig
within its business scope which are at a higher risk of being involved
unethical conduct, and establish prevention programs accordingly, wh
shall at least include the preventive measures specified in paragraph
Article 7 of the "Ethical Corporate Management Best Practice Principl
for TWSE/GTSM Listed Companies"?

(1) Has the Company specified in its prevention programs the operating
procedures, guidelines, punishments for violations, and a grievance s
and implemented them and review the prevention programs on a regl

basis?

(1

(I

(111

The Company has established the "Code of Ethical Conduct" and "Code (¢
Conduct for Directors, Supervisors, and Managerial Officers."” The Directo
Supervisors and Senior Executives are in compliance with the standards
implementation of business. Relevant rules and regulations are disclosed
MOPS and the Company's website.

The Company stipulates in its "Code of Ethical Conduct" not to request or|
accept any unjust profits or carry out any other unethical conducts that vid
integrity, or are illegal, or breach of fiduciary When the Company signs a
contract with others, the content of the contract will include the provisions
the counterparty shall be in compliance with the integrity management po
and that if the counterparty is involved in bad faith behaviors, the Compan
entitled to terminate or rescind the contract. Moreover, the Company avoi
carrying on transactions with the parties having records of dishonest cond
The auditors of the Company shall periodically examine the Company's
compliance with the foregoing systems according to the annual audit plan
prepare audit reports and submit the same to the Board of Directors.

The Company has established and implemented the Code of Conduct for
Directors, Supervisors and Managerial Officers and the Code of Ethical
Conduct. For any unethical conduct or conducts violating integrity, the
Company would impose punishments according to Rule 8.3 of its Rules fqg
Personnel Management and provide employee's appeal channels to deal
any unreasonable treatments. The Company shall at all times monitor the
development of relevant local and international regulations concerning eth
corporate management and encourage their Directors, Supervisors, mang
arnd employees to make suggestions, based on which, the adopted ethica
corporate management policies will be reviewed and improved with a vieV
achieving better implementation of ethical management.

None

None

None

Implementing integrity operation
() Has the Company assessed the integrity records of its business partn
specified ethical business policy in contracts with them?

(1) Does the Company establish an exclusively (or concurrently) dedicatg
supervised by the Board to be in charge of corporate integrity, and re
reports (at least once a year) to the Board of Directors the implement
of the ethical corporate management policies and prevention progran
against unethical conduct?

Does the Company establish policies to prevent conflicts of interest a
provide appropriate communication channels, and implement such pdg
properly?

(I

(IV) Has the Company established an effective accounting system and int

control systems to implement ethical corporate management, and has

(1

Q)

(1)

The Company shall consider whether the counterparty has records of dis}
conduct before transactions and avoid transactions with them. When a co
is signed with others, the content will include the terms of termination or
rescission of the contract at any time upon the counterparty involving any
dishonest conduct.

The Company's auditors are responsible for the formulation and implemel
of ethical corporate management policies, but they are not urged to reguld
report to the Board of Directer

The Company stipulates policies for preventing the conflict of interests in
Code of Conduct for Directors, Supervisors and Managerial Officers and i
Code of Ethical Conduct. If the Board of Directors has various proposals,
Director who has a conflict of interest shall abstain from voting. If the
employees have a conflict of interest over business execution, supervisor
be notified to abstain from answering. The Company has set up a
whistle-blowing mailbox for its internal and external systems to provide
unobstructed channels for report and appeal.

(IV) The Company has established the accounting system and internal control

according to relevant laws and regulations. Internal auditors regularly revi

None

Under planning

None

None
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State of Operations

ltems assessed

Discrepancies with the Ethic
Corporate Management of

Yes No Summary TWSE/TPEX Listed Compani
and the Reasons
internal audit unit prepared relevant audit plans according to the evall their compliance, perform project audits from time to time according to the
results for the risk of unethical conduct, and based on which, audited requirements, and report the audit results to the Board of Directors.
compliance with the prevention programs for unethical conduct, or ha
Company engaged CPAs for performing such audits?
(V) Does the Company host routine internal and external training geared| V (V) Relevant personnel of the Company patrticipates in educational training re| None
towards business integrity practices? to ethical management organized by the competent authority or external
professional institutions according to the requirements, and the Company
communicate on ethical management at departments' internal meeting frg
to time
[ll.  Operation of the whistle-blowing system
() Has the company established a specific whistle-blowing and reward§ V () For anybody violating honest conduct in the Company, employees can rej None
set up convenient whistle-blowing channels and designated appropria heads of the departments, auditors or supervisors in any form. Furthermo
personnel? Company has also set up a whistle-blowing mailbox on its website for relg
Vv personnel to report on illegal conduct.
(1) Does the Company establish standard investigation operation and pr (I) According to rule 6.7 under the Code of Conduct for Employees, the Com None
for whistle-blowing matters, follow-up measures to be adopted after tf VvV keeps the identity of the whistle-blower and the content of the report
investigation, and relevant confidential mechanisms? confidential, where any material violation is found after investigation, a ref
would be made immediately and notify Independent Directors and Supery
in writing.
(1) Has the Company established protection measures for whistle-blowe (1l1) According to rule 6.7 under the Code of Conduct for Employees, the ident None
mishandling against them? the whistle-blowers and the content of reported misconduct shall be kept
confidential. The whistle-blowers shall not be subject to inappropriate mead
out of whistle-blowing.
IV. Strengthening information disclosure
() Has the Company disclosed the content and effectiveness of its ethic{ V The Company has disclosed the "Ethical Corporate Management Regulations' None
corporate management best practice principles on its website and thg Company's website "Corporate Governance Regulations" and the Market
Market Observation Post System (MOPS)? Observation Post System (MOPS).
V. Where the Company has stipulated its own ethical corporate management best practices accorditfitati@otporate Management Best Practice Principles for TWSE/GTSM Listed Comppleiase’describe
any differences between the prescribed best practices and the actual activities takeorpamg: no substantial difference.
VI.  Other important information that facilitates the understanding of the implementation of ethical corporatenaanggeh as review and amendment of the Company's Ethical Corporate Management Best P

Principles):

1. The Company complies with the relevant laws and regulations of the Company Act and the Securities andAttchdmcie are taken as the basis for integrity management.
2. The Company's "Proceeding Rules for Board Meetings" requires the director who eregresentative has any interest in the meeting matter to be discussed shall abstaihdnsaddhom the discussion or

voting and cannot exercise the voting right on behalf of other directors.

3. The Company's "Procedures for Preventing Insider Trading" stipulates that those who haviteed of the information that may have a material impact on the Cofsogk price shall not disclose the
information to other persons before its public disclosure and within 18 hours after itsudeschagh sufficient attention given to the prevention of insider tgadin
4. In transactions with the manufacturers, the Company has always followed the principle of gaodifagen committed to strengthening internal education.
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(V1)

If Corporate Governance codes and relevant laws and regulations are formulated,
their inquiry methods shall be disclosed:

The Company has established the Articles of Association, Corporate Governance
Practice Principles, Rules of Procedure for Shareholders’ Meeting, Rules of

Procedure for Shareholders' Meeting for Board Meeting, Handling Procedures for

Acquisition or Disposal of Assets, Operation Procedures of Capital Loan to Others,

Endorsement/ Guarantee Operating Procedures, Remuneration Committee
Organization Charter, Ethical Corporate Management Regulations, and Standards for
Practices of Corporate Social Responsibility. The rules and regulations are issued at
the Company's website, and the inquiry path is as follows: Homepage > Special zone
for Investors > Corporate Governance > Corporate Governance Guidelines

(http://www.chaintech.com.tw/).

(VIII) Other material information that can enhance the understanding of the state of
Corporate Governance at the Company:
Courses involving corporate governance participated in by the Company's managers
(including general manager, deputy general managers, accountant officer, finance
supervisor, internal audit supervisor) for professional training in the most recent year:
Date of Training
Title Name Professiona Organizer Course Name
g Hours
Training
General Manager| Kao, Shu-Jun¢ July 11, |Corporate Operation|2019 M&A and Corporate 3
2019 |Association of the |Governance Practices and
Republic of China  |Operations
General Manager| Kao, Shu-Jun¢ August 20,| Taiwan Corporate |Introduce Corporate Governang 3
2019 |Governance and Social Responsibility Into th
Association Corporate Culture
General Manager| Kao, Shu-Jun¢ November|Corporate Operation|Strengthen Corporate Governal 6
27, 2019 |Association of the |Ecology and Implement the
Republic of China  |Independent Director System
General Manager| Kao, Shu-Jun¢ April 14, |Taiwan Corporate |Corporate Operations and Crisii 3
2020 |Governance Management for Public Opinion
Association and News
Financial/Accountin( Lai, Yu-Nu | November|Accounting Researcl Continuous Education for 12
Manager 28-29, 201¢and Development |Accounting Supervisors
Foundation, the
Republic of China
Financial/Accountin{ Lai, Yu-Nu | March 13, |Taiwan Stock Corporate Governance Evaluatf 3
Manager 2019 |Exchange Presentation
Audit Supervisor Chang, March 13, |Taiwan Stock Corporate Governance Evaluatf 3
Ya-Ling 2019 |Exchange Presentation
Assistant Manager ¢ Chou, TzuAn | February 21 Fubon Securities Effects of the Latest Amendmer 3
Marketing and 2019 to the Company Act on Corporg
Planning Governance and Responsibility
Directors and Supervisors
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(IX) Implementation of Internal Control System
1. Internal Control Statement

Chaintech Technology Corp.
Statement on Internal Control System
Date: March 27, 2020

The Company's internal control system for 2019 is announced based on theofeseiltssvaluation &
below:

VI.

The Company acknowledges that the establishment, implementation and nmai&tehte interna
control system are the responsibilities of the Board of Directors anuidhagers of the Compar
The Company has established such system. The objective of the internal sgstem lies i
providing a reasonable guarantee for achieving business benefits anéneffigiincluding
profitability, performance, and protection of assets and safety),iegdte reliability, timeliness
transparency, and regulatory compliance with relevant norms and lawgatations.

The internal control system has inherent limitations. The internal atasystem is designed,

matter how perfect, to provide a reasonable guarantee on the achievafinbe above thre
objectives; moreover, the effectiveness of the internal control systesubject to changes
environment and situations. However, the Company's internal control systamaing
self-monitoring mechanisms, and the Company will take corrective acgpmmsidentification of an
deficiency thereof.

The Company has made judgments on the design of internal control systenitectintgress o
implementation according to the judgment items in the "Handling Guéde Governing th
Establishment of Internal Control Systems by Public Companies" (hdegimaferred to as th
"Handling Guidelines"). The judgment items for internal control system eddptthe "Handlin
Guidelines" divide the internal control system into five compositi@mehts according to i
process of management and control: (1) Control Environment; (2) Risk Ass¢sg&)eContro
Activities; (4) Information and Communication; and (5) Monitoring Actdgt Each compositid
element includes a number of items. For the aforementioned iterase pkfer to the provisions
"Handling Guidelines."

This Company has already adopted the aforementioned ICS assessmentoitewaduate th
effectiveness of ICS design and implementation.

Based on the above evaluation results, the Company holds that itslintertral system in Note
of December 31, 2019 (covering the supervision and management over the subsitiahieihg
realization degree of operation effect and efficiency, repatility, timeliness, transparency 3
compliance with relevant norms and laws and regulations, is efféatoesign and implementatid
and it can guarantee the realization of the above objectives.

This statement will become the main content of the Company's annual aagoprospectus, a
shall be made public. Any falsehood, concealment, or other illegralibe content made public W
entail legal liability under Articles 20, 32, 171, and 174 of the $i®sand Exchange Law.

VII. We hereby declare that this Statement has been approved by the Bbarectafrs on March 2]

2020. Amongst the five Directors present in the meeting (including one prmng,held dissentir]
opinions, and the remaining have all agreed with the contents otaigsrent.

Chaintech Technology Corp.
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Chairman and General Manager: Kao, Shu-Jung Signature

Note 1: In the design and implementation of the internal contréérayef publicly-listed companies, if there is any
material deficiency during the year, it shall be added behimdgpsph 4, to list and explain the major
deficiency discovered in self-check as well as the improvenaetibns taken by the Company and
improvement status before the balance sheet date.

Note 2: The date of the statement is the date of the "ethe diEcal year."

(X)

(X1)

2. Any CPA commissioned to review the IClal$ disclose the CPA’s audit report:

not applicable.

From the most recent fiscal year up to the publication date of the Annual Report,
explain the circumstances in which the Company and its personnel have been
punished by law, the disincentive measures put in place for breaching the internal
control system, and any material deficiencies and revisions: None.

Significant resolutions made at Shareholders' Meeting and Board Meeting in the most
recent fiscal year up to the publication date of this Annual Report:
1. Contents and implementation of important resolutions of the shareholders' meeting

in 2019

(1) Approved the proposal for the Company's 2018 Business Report and Financial
Statements.
Implementation status: Resolved as passed.

(2) Approved the Company's 2018 earnings distribution proposal.
Implementation status: The distribution of cash dividends amounted to
NT$152,248,246 (a distribution of cash dividends of NT$1.50 per share) was
distributed to the shareholders. The ex-dividend date was July 7, 2019 and the
distribution was fully made on July 31, 2019.

(3) Approved the proposal of the amendment to "Handling Procedures for
Acquisition or Disposal of Assets."
Implementation status: Published on the Company's website on June 25, 2019,
and implemented the amended procedures.

(4) Approved the proposal of the amendments to the Company's "Endorsement/
Guarantee Operating Procedures."
Implementation status: Published on the Company's website on June 25, 2019,
and implemented the amended procedures.

(5) Approved the proposal of the amendment to the Company's "Operation
Procedures of Capital Loan to Others."
Implementation status: Published on the Company's website on June 25, 2019,
and implemented the amended procedures.

(6) Election of the 14th Board of Directors and Supervisors.
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Implementation status: The name list for the elected 14th Board of Directors
and Supervisors is as follow:

General Director (3 seats): Representative of E Cheng Technology Limited:
Kao, Shu-Jung, Lu, Li-Cheng, and Wang, Mu-Tien.

Independent Directors (2 seats): Tang, Han-Yu and Chen, Kuo-Chin.
Supervisors (2 seats): Chou, Chun-Tsun and Hsu, Sheng-Chin.

Approved by the Ministry of Economic Affairs and registered on July 4, 2019.

2. Important resolutions of the Board Meeting from January 1, 2019 to May 10, 2020

Date

Meeting Type

Important Resolutions

2019.1.30

21st Meeting of]
the 13th Board ¢
Directors

1. Approved the proposal of the Company's 2019 operation plan.

2. Approved the proposal of terminating the subsidiary Congyou Co., Ltd.

3. Approved the proposal for the Company's capital increase in the subsid
"Jinghong Digital R&D Service Co., Ltd."

4. Approved the proposal of the Company's 2019 individual remuneration

managers.

Approved the proposal for the Company's 2018 year-end bonus and sp

leave bonus distribution for managers.

5.

2019.3.21

22rd Meeting of
the 13th Board ¢
Directors

1. Canceled the Company's 2018 bonus payment to Directors and Supeny

2. Approved the Company's 2018 Business Report and Financial Stateme

. Approved the proposal for the Company's 2018 remuneration to Directg
Supervisors.

. Approved the proposal for the Company's remuneration to managers fo

. Approved the proposal of the amendment to the Company's Board of
Directors' Performance Evaluation Regulations.

Approved the proposal of the formulation of the Company's "Standard
Operating Procedures for Directors' Request.”

Approved the proposal of the amendment to "Handling Procedures for

Acquisition or Disposal of Assets."”

Approved the proposal of the amendments to the Company's "Endorsel
Guarantee Operating Procedures.”

. Approved the proposal of the amendment to the Company's "Operation
Procedures of Capital Loan to Others."

10. Approved the proposal of the Company's "Evaluation of the Effectiveng
Internal Control Systems" and "Statement on Internal Control System"
2018.

Approved the motion for comprehensive re-election of Directors and
Supervisors.

Approved the proposal of the removal of the non-competition restrictio
newly appointed Directors.

Approved the formulation and reception of shareholders' proposals, th
nomination of directors and supervisarandidates.

Approved the matters concerning the date, time, location, and content
Company's 2019 regular Shareholders' Meeting.

6.

7.

8.

9

11.

12.

13.

14.

2019.5.3

23rd Meeting off
the 13th Board ¢
Directors

1. Approved the proposal of the Company's 2018 earnings distribution.

2. Approved the list of candidates for the nomination of Directors (including
Independent Directors) and Supervisors' candidates.

3. Approved the proposal for the removal of the non-competition restriction
newly appointed Directors.

2019.5.9

24th Meeting of
the 13th Board ¢
Directors

1. Approved the proposal for the Company's consolidated financial report {
20109.

2. Approved the proposal for the disposal of its subsidiary Bahamas Fede
Shanghai Co., Ltd. and its subsidiary Dongguan Chang'an Kede Electrg
Co., Ltd.
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2019.6.14

1st Meeting of
the 14th Board ¢
Directors

1.

Election of the 14th Chairman of the Board of Directors.

2019.8.12

2nd Meeting of
the 14th Board ¢
Directors

1.

2.

3.

4,

5.

Approved the proposal of transferring the R&D design expenses to fixeq
assets regarding the R&D and manufacturing of E-sports AlO of the Col
Approved the proposal of the Company's Consolidated Financial Staten
for Q2 2019.

Approved the member list and term of office for members of the Compa|
5th Remuneration Committee.

Approved the authorization of Chairman of the Board to interact with ba
and securities and financial companies in the name of the Company.
Approval of the endorsements and guarantees to the invested compani

2019.10.14

3rd Meeting of
the 14th Board ¢
Directors

1.

Approved the proposal of the 7th share buyback and transfer to employ
the Company.

2019.11.11

4th Meeting of
the 14th Board ¢
Directors

1

2.
3.
4.

. Approved the proposal of the Company's Consolidated Financial Staten

for Q3 2019.

Approved the Company's audit plan for 2020.

Approved the proposal of the evaluation over CPAs independence.
Approved the endorsements and guarantees to the invested companies
canceled the original endorsements and guarantees.

2020.1.21

5th Meeting of
the 14th Board ¢
Directors

1.
2.
. Approved the remuneration of individual remuneration for managers of 1

6.

7.

8

. Approved the proposal for the Company's 2019 year-end bonus and sp

. Approved the proposal for the Board of Directors to authorize the Chair

. Approved the authorization of Chairman of the Board to interact with ba

Approved the proposal of the Company's 2020 operation plan.
Approved the change in the CPA.

Company for 2020.
leave bonus distribution for managers.

signing a letter of endorsement/guarantee for overseas (subsidiaries)
companies.

Approved the proposal for the investment in domestic opto-electronics
industry (Usenlight Corp.)

Approved the plan to improve the Company's ability regarding the ireho
preparation for financial reports.

and securities and financial companies in the name of the Company.

2020.3.27

6th Meeting of
the 14th Board ¢
Directors

1.
. Approved the proposal for the Company's 2019 remuneration to Directd

6

7.

9

. Approved the proposal for the Company's remuneration to managers fo
. Approved the proposal for the amendment to the Company's "Remuner

. Approved the proposal for the amendment to the Company's Rules of

. Approved the proposal for the amendment to the Company's Articles of

. Approved the ratification authorizing the Chairman in signing an externg

. Approved the matters concerning the convening date, time, place and ¢

Approved the Company's 2019 Business Report and Financial Stateme

Supervisors.

Committee Organization Charter."

Procedure for Board Meeting.

Association.

Approved the proposal of the Company's "Evaluation of the Effectivene
Internal Control Systems" and "Statement on Internal Control System" f
20109.

letter of endorsement/guarantee for the subsidiary SITONHOLY (Tjamijin
behalf of the Company.

of the Company's 2020 regular Shareholders' Meeting.

2020.5.5

7th Meeting of
the 14th Board ¢

Directors

1.

2.

Approved the proposal for the Company's consolidated financial report 1
2020.
Approved the proposal for the earning distribution for 2019.
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(X11) In the most recent year and as of the publication date of this report, whether there are
Directors or Supervisors having different opinions on the important resolutions
passed by the Board of Directors with records or written announcements: None.

(X11) In the most recent fiscal year and as of the publication date of the Annual Report,
summary of the resignation and dismissal of the Company personnel including
Chairman, general manager, accounting managers, financial managers, internal audit
managers and R&D managers: None.

IV. Information on CPA fees
() CPAfees

Accounting Firm Name of CPA Audit Period Remarks

: . . January 1, 2019 to
PwC Taiwan Hsu, Sheng-Chin Wu, Han-Chi December 31, 2019

Note: Where this Company replaces the CPA or accounting firm forethre the auditing periods of the former
and successor CPA or firm shall be annotated separately. The reason for temeptahall be provided in
the Notes section accordingly.

Unit: NT$ 1,000

Professional Fee Audit Fees Non-Audit Fees Total
Range of the Amount

Less than NT$ 2,000,000 800 800

NT$ 2,000 to NT$ 3,999 3,530 3,530

NT$ 4,000 to NT$ 5,999

NT$ 6,000 to NT$ 7,999

NT$ 8,000 to NT$ 9,999

OO |IWIN(F

More than NT$10,000 (inclusive)

Note: Please tick the range or fill in the amount.

(1) If the non-audit fees paid to CPAs, accounting firm where the CPAs work @and it
affiliates reaches over one-fourth of the audit fees paid to the CPA, the amount of
audit and non-audit fees and the content of non-audit services shall be disclosed:

Unit: NT$ 1,000

Non-Audit Fees Certified
Accounting Audit The Public
Firm Name of CPA |'c. . Isysten Busines§ Human | Company's Accountantd Remarks
) , Sub-totq ) .
DesigrnRegistere|{Resourcg transfer Audit Period
pricing
PwC Wu, Han-Chi 2019.01.01
Taiwan .13,53( 800 800 ~ Explanation
Hsu, Sheng-Chi 2019.12.31

Explanatior|The increase in fees for 2019 as compared to the previous yearairdg due to the increase in the au

fees for our new subsidiary.

Non-audit service items: The Company's transfer pricing andergmicing report: NT$800,000

Note 1. Where this Company replaces the CPA or accounting firmautieperiods of the former and successor
CPA or firm shall be annotated separately with the reason facoepent. The audit and non-audit fees
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paid to the former and succeeding CPA or firm shall also be disclosed.
Note 2: Non-audit fees shall be listed separately accordinbetservice item. If the "Others" column in the

non-audit fees reaches 25% of the total amount of non-audit feeserthee content of the service shall
be listed in the Remark column.

(1 Where the CPA firm was replaced, and the audit fees in the fiscal year,tirne
replacement was made, were less than that in the previous fiscal year before
replacement, the amount of audit fees paid before/after replacement and reasons for
paying this amount shall be disclosed: None.

(IV)  Where accounting fee paid for the year was more than 10% of the previous year, the
sum, proportion, and cause of the reduction shall be disclosed: None.

V. Information on replacement of CPAs in the past two years and subsequent

periods:
() Information on the previous CPA
Date of Replacemen Approved by the Board of Directors on September 23, 2013

Replacement reason|The CPAs were replaced in response to the Company's overall
and explanations |management planning and requirement.

Related Partiq Certified Public
Whether the authorizirlCondition Accountants
party terminates the
authorization or the |Voluntary Termination of the
CPA rejects it authorization
Reject the (continuing)
authorization

The authorizing part

\Y,

The opinions and
reasons in the signe(
and issued audit repo
which were not "no
reservations” in the la

Not applicable

two years
Accounting principles or practices
Disclosure of financial statements
_Whether there are Yes Scope or procedure of auditing
different opinions with Others
the issuer
None \%
Description None
Other Disclosures
(Disclosure according
None

subparagraph 1-4 to 1
of Article 10-6)
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(1) About the successor CPA

Name of accounting firm PwC Taiwan
Name of CPA CPAs Hsu, Sheng-Chung and Wu, Han-Chi
Date of Appointment 2013.9.23

Opinion inquiry on the accounting metho

or principles for certain transactions an
Not applicable
financial reporting and results possible a

before appointment

Successor CPA to former CPA
Not applicable

Written views on disagreements

() The former CPAs reply to the above-mentioned matters in Article 10-3 of the
Guidelines: Not applicable.

VI. If the Company's Chairman, General Manager, or Managers in Charge of
Finance and Accounting Operations Held Positions in an Accounting Firm or
Its Affiliates in the Most Recent Year, their names, positions, and period of
working should be disclosed. The affiliated enterprises of the accounting firm
of CPAs refer to those in which the CPAs of the accounting firm hold more than
50% shares or obtain more than half seats of directors, or the accounting firm of
CPAs is company or institution of affiliated enterprises in released or printed
materials to the outside: None.
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VII.

Status of Share Transfer and Changes in Equity Pledge by the Chairman,
Supervisors, Managers, and Shareholders with Over 10% Shareholdings in the

Most Recent Year until the Publication Date of the Annual Report

() Change in the equities of the Directors, Supervisors, Managers and substantial
shareholders
Unit: Shares
2019 Current year as of April 4
_ _ |Change i _ | Change in
Title Name Change in Change in
Shares Shares
Shares Hel Shares Held
Pledged Pledged
Yiland International Ltd. - - - -
_ Representative: Kao, Shu-Jun - - - -
Director

Representative: Lu, Li-Cheng
Representative: Wang, Mu-Tig

Independent Direct(

Chen, Kuo-Chin

Independent Direct(

Tang, HanYu

Supervisor

Chou, Chun-Tsun

Supervisor

Hsu, Sheng-Chin

Acting General
Manager

Kao, Shu-Jung

Assistant Manager

Finance/Accounting

Marketing and |Chou, TzuAn - - - -
Planning
Manager of _
Lai, Yu-Nu - - - -

Substantial

Shareholders

Yiland International Ltd.

(In)

Equity transfer information:
Equity transfer of the Company's Directors, Supervisors, managerial officers and

major shareholders to related parties.

(I

Information on equity pledge:
There is no equity pledge by the Directors, Supervisors, managers and major

shareholders of the Company.
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VIII. Information on the Relationships Between the Company's Ten Largest Shareholders as Mutual INdiicetes] in the Statements of Financial Accounting Standards No. 6:
Unit: Shares; %

The title or name and relations of
SHARES HELD BY THE

PERSON

Minor Children Other Persons parties, spouses, or relatives withir
Name Number of Shares Held o Remarks
second degree of kinship. (Note

Shares Held By Spouse aff Shares Held in the Name ¢ top 10 shareholders who are rela

Number of| Shareholding Number of| Shareholding Number of| Shareholding

) ) . Title or name Relations
shares ratio shares ratio shares ratio

Director/Major

Yiland International Ltd. 28,532,08( 28.11 - - - - - -
Shareholder

Yiland International Ltd.

Representative: Zhang, Qi

Investment account of Yuanfu Investment (HK) Co., Ltd. under custody of C1 8,444,841 8.32 - - - - - - -

Account of Core Pacific - Yamaichi (HK) Co., Ltd. under custody of HSBC 6,759,000 6.66 - - - - - - -

Treasury share account of Chaintech Technology Corporation 5,000,000 4.93
APAQ Technology Co., Ltd 4,710,000 4.64 - - - - - - -
Account of Morgan Stanley & Co. International Plc 4,651,457 4.58

Borai Hong Kong Customer Account of Yuanta Securities under custodtitudriki| 3,990,000 3.93 - - - - - - -

Lin, Wei-Ling 2,189,468 2.16 - - - : ; ; ]
PG Rental Corp. 2,189,000 2.16 - - - - - - -
Yang, Shun-Hsing 2,071,000 2.04 - - - - - - -
Wu, Ming-Wei 1,979,000 1.95

Note 1: All the top 10 shareholders shall be listed. For juristic person shareholders,niesirana the name of their representatives shall be listed separately.
Note 2: Shareholding ratio is calculated separately based on the ratio of shares heldnmetbé&the person, his/her spouse, minor children, or others.
Note 3: Relations between the aforementioned shareholders, including juristic person shareholders apersatushbreholders, shall be disclosed based on the financial reporting standards usssliby. the
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IX.

under Direct or Indirect Control of the Company

December 31, 2019; Unit: Shares; %

Shares of Investment of Equity Method and the Consolidated Shareholdings
Held by the Company, Its Directors, Supervisors, Managers, and Enterprises

Reinvestment
Businesses (Note 1)

Investments of the Compan

Investments of Directors,

Supervisors, Managers ani

directly or indirectly
controlled businesses

Total Ownership

Number of | Shareholding| Number of| Shareholding | Number of| Shareholding
shares ratio shares ratio shares ratio

Shenzhen Jinghong (Note 2)
Digital R&D Service (Note 2) 100 - - 100
Co., Ltd.
Sitonholy (Tianjin) (Note 2)
Technology Co., (Note 2) 51% - - 51%
Ltd.
Beijing Sitonholy (Note 2)
Technology Co., (Note 2) 100 - - 100

Ltd. (Note 3)

Note 1: Investment by using the equity method
Note 2: The invested company is a company with limited liability, which has no isstoet, and has no

number of shares in holding.
Note 3: The investee company is a 100% reinvestment of Sitonholy (Tianjin) Technabogiyt
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Capital and Shares
Sources of share capital:
1. Formation of share capital

0

Chapter 4 Funding Overview

Year
Month

Issued

Price

Authorized Share Capital

Paid-in Capital

Remarks

Number of

Shares

Amount

Number of

shares

Amount

Source of Share Capital

Capital from

Non-Cash Asset

Others

198611

10

500,000

5,000,000

500,000

5,000,000

Incorporation of the Company

None

Note

198903

10

6,000,000

60,000,000

6,000,000

60,000,000

Cash Capital Increase of
NT$55,000,000

None

Note

198912

10

12,000,000

120,000,000

12,000,000

120,000,000

Cash Capital Increase of
NT$60,000,000

None

Note

199006

10

19,500,000

195,000,000

19,500,000

195,000,000

Cash Capital increase of
NT$75,000,000

None

Note

199405

10

19,500,000

195,000,000

11,700,000

117,000,000

Capital Reduction of
NT$78,000,000

None

Note

199405

10

19,900,000

199,000,000

19,900,000

199,000,000

Cash Capital Increase of

NT$82,000,000

None

Note

199507

10

50,000,000

500,000,000,

32,000,000

320,000,000

Cash Capital Increase of

NT$121,000,000

None

Note

199611

10

50,000,000

500,000,000,

35,200,000

352,000,000

Capital Increased by Surplus ¢

NT$32,000,000

None

Note

199705

10

50,000,000

500,000,000,

42,860,000

428,600,000

Capital Increased by Surplus ¢
NT$70,400,000

Capital Increased by Employe
Bonus of NT$6,200,000

None

Note

199804

10

200,000,000

2,000,000,00

70,000,000

700,000,000

Capital Increased by Surplus ¢
NT$85,720,000

Capital Increased by Employe
Bonus of NT$6,897,000

Cash Capital Increase of

NT$178,783,000

None

Note

199906

10

200,000,000

2,000,000,00

77,943,000

779,430,000

Capital Increased by Surplus ¢
NT$42,000,000

Capital Increased by Capital
Surplus of NT$35,000,000
Capital Increased by Employe
Bonus of NT$2,430,000

None

Note

200006

10

200,000,000

2,000,000,00

95,019,900

950,199,000

Capital Increased by Surplus ¢
NT$116,914,500

Capital Increased by Capital
Surplus of NT$38,971,500
Capital Increased by Employe

Bonus of NT$14,883,000

None

Note
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Capital Increased by Corporat

February 13, 2001

200012 10 | 200,000,00Q 2,000,000,00{ 102,924,423/ 1,029,244,23(Convertible Bonds of NT$ None (90) Business No.
79,045,230 09001037670
Capital Increased by Surplus g
NT$56,608,430
Capital Increased by Capital
May 23, 2001
Surplus of NT$46,315,990
200106/ 10 | 200,000,000 2,000,000,00{ 117,187,775/ 1,171,877,75 None (90) TWF () No.
Capital Increased by Employe:
132078
Bonus of NT$13,194,440
Capital Increased by Convertil
Bonds of NT$26,514,660
Capital Increased by Surplus ¢
NT$82,031,440
Capital Increased by Capital
May 16, 2002
Surplus of NT$70,312,660
200205/ 10 | 200,000,000 2,000,000,00{ 135,133,069 1,351,330,69 None (91) TWF (1) No.
Capital Increased by Employe:
126710
Bonus of NT$23,795,240
Capital Increased by Convertilf
Bonds of NT$3,313,600
) ) October 13, 2003
Capital Increased by Convertilf )
200310, 10 | 200,000,000 2,000,000,00{ 135,197,020 1,351,970,20 None (92) Business No.
Bonds of NT$ 639,510
09201288850
Capital Increased by Corporat July 8, 2005 (94)
20057 10 250,000,000 2,500,000,00( 149,863,686| 1,498,636,86(Convertible Bonds under Privg None Business No.
Placement of NT$146,666,66( 09401126820
Capital Increased by Corporat August 16, 2005
20058 10 250,000,000 2,500,000,00{ 205,613,686| 2,056,136,86( Convertible Bonds under Privg None (94) Business No.
Placement of NT$557,500,00( 09401158030
Writing Off Repurchased September 26, 20(
20059 10 250,000,000 2,500,000,00{ 204,013,686( 2,040,136,86( Treasury Stock of None (94) Business No.
NT$16,000,000 09401190290
February 6, 2006
Capital Reduction of
20062 10 | 250,000,000 2,500,000,00( 128,964,691 1,289,646,91 None (95) Business No.
NT$750,489,950
09501018170
January 22, 2007
Capital Increased by Employe
2007.1 10 | 250,000,000 2,500,000,00( 129,813,191 1,298,131,91 None (96) Business No.
Equity of NT$8,485,000
09601012070
August 16, 2007
Capital Increased by Employe
2007.8 10 | 250,000,009 2,500,000,00{ 130,078,691 1,300,786,91 None (96) Business No.
Equity of NT$2,655,000
09601197660
October 17, 2007
Capital Increased by Employe
200710, 10 | 250,000,000 2,500,000,00{ 130,081,691| 1,300,816,91 None (96) Business No.
Equity of NT$30,000
09601253600
September 22, 200
Capital Reduction of
20089 10 | 250,000,009 2,500,000,00{ 76,852,263 | 768,522,630 None (97) Business No.

NT$41,294,280

09701239470
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March 17, 2010
Cash Capital Increase of
20103 10 250,000,009 2,500,000,00( 89,352,263 | 893,522,630 None (99) Business No.
NT$125,000,000
09901050980
Capital Reduction of
NT$275,204,970 November 24, 201
2011.14 10 | 250,000,000 2,500,000,004 117,831,766| 1,178,317,66(Cash Capital Increase under None (100) Business No
Private Placement of 10001266040
NT$560,000,000
August 14, 2012
Capital Reduction of
20128 10 [ 250,000,009 2,500,000,00{ 93,570,206 | 935,702,060 None (101) Business No
NT$242,615,600
10101165750
) September 9, 2013
Capital Increased by Surplus ¢ )
20139 10 [ 250,000,000 2,500,000,00{ 94,505,909 | 945,059,090 None (102) Business No
NT$9,357,030
10201184650
September 23, 201
Capital Increased by Surplus ¢ )
20149 ( 10 [ 250,000,000 2,500,000,00{ 109,248,831 1,092,488,31 None (103) Business No
NT$147,429,220
10301199230
) May 23,2018
Treasury Stock Capital
20185( 10 [ 250,000,000 2,500,000,00{ 101,498,831 1,014,988,31 None (107) Business No
Reduction of NT$77,500,000
10701052620

Note: It is not provided for no value of disclosure duérne.

2. Type of Shares

April 20, 2020 (Shares)

Authorized capital stock
Type of di Remarks
Shares | OUtstanding ;i o shard ~ Total
Shares
Common The Company has repurchased 5,000,000 tre
101,498,831 148,501,169 | 250,000,000|shares, and has not transferred to its employe
Share L
of the date of printing the annual report.
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(1) Shareholder Structure
April 20, 2020
Shareholdg
Structur¢ Governmen| Financial | Other Legal - Foreign Institutiony Chinese
Agencies | Institutions Persons Individual and Foreigners Capital Total
Quantity
Number of 0 0 21 7,764 27 1 7,813
Individuals
Shares Held 0 0 13,957,676 (31,889,38| 27,119,687 28,532,080101,498,83
Sharehg)g'”g Ra 0 13.75 31.42 26.72 28.11 100.00

Note: The first TPEx-listed company and emerging stock compashia disclose their own shareholding ratio of
Mainland investors. Mainland investor refers to the companiessiad by the people, legal persons, groups, other
institutions, or companies that are invested in the third regionebpl@ from Mainland China, as stipulated in
Article 3 of the Regulations Governing the Investment and Lingrisi Taiwan by the People from Mainland China.

(Itry  Equity Dispersion
1. Common Shares
April 20, 2020
Levels of shareholding sl;::rnggilr d?efrs Shares held Shareh(c:)l/()ol)lng Ratid
1to 999 4,786 1,035,047 1.02
1,000 to 5,000 2,329 4,698,515 4.63
5,001 to 10,000 354 2,793,097 2.75
10,001 to 15,000 94 1,194,614 1.18
15,001 to 20,000 62 1,134,487 1.12
20,001 to 30,000 60 1,476,778 1.45
30,001 to 40,000 29 994,515 0.98
40,001 to 50,000 16 720,681 0.71
50,001 to 100,000 39 2,691,555 2.65
100,001 to 200,000 13 1,794,260 1.77
200,001 to 400,000 8 2,469,976 2.43
400,001 to 600,000 5 2,705,340 2.67
600,001 to 800,000 3 1,997,072 1.97
800,001 to 1,000,000 0 0 0
Create new ranges as needs 15 | 7579289 4,67
Total 7,813 101,498,831 100.00

2. Preferred Shares: Not applicable.

49



(IV) List of Major Shareholders

April 20, 2020
Shareholdin| . :
Name of Major Shareholders Shares held | Shareholding ratig
Yeland International Development Ltd. 28,532,080 28.11%

(V)  Net worth, earnings, dividends, and market price-related information for the last two
years up to the publication date of this annual report
Unit: thousand shares

Items Current year up to Marg
Year 2018 2019 31, 2020 (Note 8)
Market price Highest 54.20 39.20 32.30
per share Lowest 14.90 25.70 22.90
(Note 1) Average 31.75 30.38 28.75
Net value per, Before distribution 17.09 XXX XXX
share
(Note 2) After distribution 17.09 XXX —
Weighted Average Shares 101,499 101,499 101,499
Eamings (loss| Earnings (Ioss) ps dBef‘t’re t 2.39 1.06 XXX
per Share Share a JAufSt men
(Note 3) Alter 2.39 1.06 XXX
adjustment
Cash Dividends - - -
Dividend for paid-i i i i
Dividends pen Stock Grants capital
share Earnings Grants - - -
Accumulated dividend not paid g i i i
(note 4)
Investments | Priceto-earning ratio (Note 5) 75.88 28.66 -
Remuneratior] Priceto-dividend ratio (Note 6) | 21.17 (Note)| 21.17 (Note) -
Analysis Cash dividend yield (Note 7) || 4.72 (Note 9)| 4.72 (Note 9) -

* |f the Company has contributed surplus or capital surplus t@dpéal increase, the market price and cash dividend
adjustment retrospectively adjusted for the distribution of thebeuwf shares shall be disclosed based on the number of
shares released retrospectively.

Note 1: Disclose the annual maximum and minimum market véltree@ommon stock. The annual average market value

is calculated based on each year's transaction value and quantity.

Note 2: Fill in the shares based on the number of sharesakia been issued by year-end and the distribution through
resolution at the shareholders' meeting in the following year.

Note 3: If there is any retrospective adjustment required due tio gtants or capital reduction to offset losses, earnings
per share before and after the adjustment shall be disclosed.

Note 4: If the conditions of equity securities issuance allow urgigidends to be accumulated to the subsequent years in
which there is profit, the Company shall disclose the acatedilunpaid dividends respectively up to that year.

Note 5: P/E Ratio = Average closing price for each share ipethdearnings per share

Note 6: P/D ratio = Average closing price per share of the@aslv dividends per share

Note 7: Cash dividend yield = cash dividend per share / currenhyeerge per share closing price.

Note 8: The net value per share and earnings per share shofilédeip to the quarter nearest to the date of the
publication of this annual report to be audited by an accounthatrémaining column should be filled with the
annual data up to the publication of this annual report.

Note 9: Earnings distribution proposal passed by the Board of Directors for 2019 théeemo resolved by the
Shareholders' Meeting.
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(VI) Explanation of the Company's dividend policy, implementation, and the expected

significant changes

1. Dividend policy
If the Company has a surplus in the general annual report, the surplus shall be made
up for the previous losses, apart from allocating income taxes. And 10% of the
balance shall be allocated as a statutory surplus reserve unless the statutory surplus
reserve has reached the paid-in capital. After the statutory surplus resetaeedre
or rotated in accordance with the rules and regulations by competent agencies, the
undistributed earnings at the beginning of the period shall be combined and the Board
of Directors shall formulate a specific proposal for distribution of earnings to be
submitted to the Shareholders' Meeting for resolution, with consideration given to
retaining partial earnings. For the current year, cash dividends shall not be less than
5%. However, if cash dividends are not paid below NT$0.1 per share, the dividend
will be distributed in stock dividends.

2. The status of Shareholders' Meeting on approving the proposal for the distribution
of earnings:

The Company's earnings distribution for 2019 was approved by the Board of
Directors on May 5, 2020, to issue NT$0.3 per share on May 5, 2020. After the
resolution of the General Shareholders' Meeting is passed, the Chairman of the
Board will be authorized to set the ex-dividend base date.

(VIl) Impact on the Company's business performance and earnings per share (EPS) proposed
at the Shareholders' Meeting: The Company's 2020 Shareholders' Meeting didn't raise
any proposal of stock grants.

(V) Remuneration for Employees, Directors, and Supervisors:

1. Percentage or scope of remuneration for employees, directors, and supervisors as

prescribed under the Articles of Association:
If the Company has a profit for the year, it shall appropriate no less than 0.1% as the
remuneration for employees, and no more than 6% as remuneration for directors and
supervisors. However, if the Company has accumulated losses, the amount of
remuneration shall be appropriated to offset it and then remuneration for employees,
directors, and supervisors shall be allocated according to the aforementioned
percentage.

2. Accounting treatment for the basis of estimating the amount of remuneration for
employees, directors, and supervisors for this fiscal period, the basis of calculating
the number of shares to be distributed as employees’ remuneration, and for any
discrepancy between the actual amount distributed and the estimated figures.

(1) The remuneration for employees, directors, and supervisors of the Company is
estimated in accordance with the Company's Articles of Association.

(2) The remuneration for employees, directors, and supervisors of the Company shall
be based on the explanation letter issued by the Accounting Research and
Development Foundation (96) Official Letter No. 052. The amount of
remuneration for employees, directors, and supervisors of the Company shall be
estimated, and recognized under appropriate accounting items of operation cost or
operation expense according to its nature. If there is a discrepancy between the
resolution of Shareholders' Meeting and estimated amount in financial statements,
it is considered as changes in an estimate and is recognized as profit or loss for
the current period.

3. The Board of Directors approved the amount of remuneration for employees,
directors, and supervisors and calculation of earnings per share:

(1) Amount of remuneration for employees, directors, and supervisors:
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The Board of Directors passed the Company's 2019 remuneration distribution for

employees, Directors, and Supervisors on March 27, 2020, as follows:

A. Remuneration for employees of NT$2,231,867.

B. Remuneration for Directors and Supervisors of NT$2,231,867.

C. All the above amounts have been paid in cash, which has no difference with
the estimated amounts that were found in 2019.

(2) The ratio of the amount of remuneration for employees paid with stock in the total
sum of net profit after tax stated in the parent or individual financial report and
the total amount of remuneration for employees: not applicable.

4. The actual distribution of remuneration for employees, directors, and supervisors
(including the number, sum, and price of shares distributed), and where there were
discrepancies with the recognized compensations for employees, directors, and
supervisors, the difference, cause, and treatment of the discrepancy shall be

described:
Unit: NT$
Items Actual Distribution in 2019| Amount Recorded in 2018| Discrepancieg
Employee's compensation in cash 3,723,118 3,723,118 0
Employee compensation in shares 0 0 0
Rewards for Directors and Supervisors 9,538,565 9,538,565 0
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(IX) Repurchase of Shares by the Company
(1) Completed

April 20, 2020

Term of repurchase 7th term
Purpose of repurchase Transfer to employees
Repurchase period From October 15, 2019 to December 12, 201
Repurchase price Average repurchase price of NT$30.35
Type and number of repurchased shares Common shares/5,000,000 shares
Monetary amount of shares bought NT$151,745,862
Ratio of repurchased quantity on intended
repurchased quantity (%) 100%
Number of shares eliminated and transferred 0
Cumulative number of shares held 5,000,000 shares
Percentage of accumulated shares 4.93%

Held in the total number of shares issued (%)

(2) Undergoing: None.
[I.  Issuance of Corporate Bonds (including overseas corporate bonds): None.

[ll. Issuance of Preferred Shares: None.

IV. Issuance of Overseas Depository Receipts: None.
V. Employee Stock Options: None.

VI. New Employee Shares with Limited Rights: None.

VII. Issuance of New Shares in Connection with the Merger or Acquisition of Other
Companies: None.

VIII. Capital Utilization Plan and Implementation: None.
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Chapter 5 Operational Overview

Business Activities
0] Scope of Business:

1. Business Items
(1) CCO01010 Power Generation, Transmission and Distribution Machinery

Manufacturing (limited to the 2810 power generation, transmission and
distribution machinery manufacturing according to the Industrial Standard
Classification of the Republic of China; 2890 other power equipment
manufacturing, limited to wind power generation equipment manufacturing).

(2) CCO01030 Electric Appliances and Audio-visual Electronic Products
Manufacturing (limited to 2730 audio-visual electronic products manufacturing,
2851 household AC manufacturing, 2852 household refrigerator manufacturing,
2853 household washing machine manufacturing, 2854 household electric fan
manufacturing, and 2859 other household electric appliances manufacturing
according to the Industrial Standard Classification of the Republic of China).

(3) CC01060 Wired Communication Machinery and Equipment Manufacturing
(limited to 2721 telephone and mobile phone manufacturing and 2729 other
communication and transmission equipment manufacturing according to the
Industrial Standard Classification of the Republic of China).

(4) CC01070 Wireless Communication Equipment Manufacturing (limited to 2721
telephone and mobile phone manufacturing, 2729 other communication and
transmission equipment manufacturing and 2751 measurement, navigation and
control equipment manufacturing according to the Industrial Standard
Classification of the Republic of China).

(5) CC01080 Electronic Parts and Components Manufacturing (limited to 2630
printed circuit board manufacturing, 2691 printed circuit board parts and
components manufacturing and 2699 other electronic parts and components
manufacturing according to the Industrial Standard Classification of the Republic
of China).

(6) CC01101 Telecommunications Control RF Equipment Manufacturing (limited to
2721 telephone and mobile phone manufacturing, 2729 other communication and
transmission equipment manufacturing and 2760 radiation and electronic medical
equipment manufacturing according to the Industrial Standard Classification of
the Republic of China).

(7) CC01110 Computer and Peripheral Devices Manufacturing (limited to 2711
computer manufacturing, 2712 display and terminal manufacturing and 2719
other computer and peripheral devices manufacturing according to the Industrial
Standard Classification of the Republic of China).

(8) CC01120 Data Storage Media Manufacturing and Copying (limited to 2740 data
storage media manufacturing according to the Industrial Standard Classification
of the Republic of China).

(9) CE01010 General Instruments Manufacturing (limited to 2751 measurement,
navigation and control equipment manufacturing and 2760 radiation and
electronic medical equipment manufacturing according to the Industrial Standard
Classification of the Republic of China).

(10) CH01040 Toys Manufacturing (limited to 3312 toys manufacturing according to
the Industrial Standard Classification of the Republic of China).

(11) F102030 Tobacco and Beverage Wholesale (limited to 4546 tobacco and beverage
wholesale according to the Industrial Standard Classification of the Republic of

China).
(12) F109070 Stationery, Musical Instrument, and Entertainment Products (limited to
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4581 books and stationery wholesale, 4582 sports products, and apparatus
wholesale and 4583 toys and entertainment products wholesale according to the
Industrial Standard Classification of the Republic of China), excluding books,
magazines, and newspapers wholesale.

(13) F113010 Machinery Wholesale (limited to 4643 agricultural and industrial
machinery and equipment wholesale according to the Industrial Standard
Classification of the Republic of China).

(14) F113020 Electrical Appliances Wholesale (limited to 4561 household appliances
wholesale according to the Industrial Standard Classification of the Republic of
China).

(15) F113030 Precision Instruments Wholesale (limited to 4564 household
photographic equipment and optical products wholesale and 4649 other
machinery and appliances wholesale according to the Industrial Standard
Classification of the Republic of China).

(16) F113050 Computer and Office Machine and Equipment Wholesale (limited to
4641 computer and peripheral equipment and software wholesale and 4644 office
machine and equipment wholesale according to the Industrial Standard
Classification of the Republic of China).

(17) F113070 Telecommunication Equipment Wholesale (limited to 4642 electronic
equipment and parts and components whole according to the Industrial Standard
Classification of the Republic of China), excluding telecommunication core
network equipment (such as exchange and transmission equipment) wholesale.

(18) F118010 Information Software Wholesale (limited to 4641 computer and
peripheral equipment and software wholesale according to the Industrial Standard
Classification of the Republic of China).

(19) F119010 Electronic Materials Wholesale (limited to 4642 electronic equipment
and parts and components wholesale according to the Industrial Standard
Classification of the Republic of China).

(20) F203020 Tobacco and Beverage Retail (limited to 4729 other food and beverage,
tobacco retail according to the Industrial Standard Classification of the Republic
of China; excluding the retail of drug stores, pharmacy, cosmeceuticals shop, or
live animal shop).

(21) F209060 Stationery, Musical Instrument and Entertainment Products Retail
(limited to 4761 books and stationery retail, 4762 sports products and apparatus
retail, 4763 toys and entertainment products retail and 4764 music tape and
movies retail according to the Industrial Standard Classification of the Republic
of China), excluding the retail of books, magazines and newspapers.

(22) F213010 Electric Appliances Retail (limited to 4741 household electric appliances
retail and 4833 audio-visual equipment retail according to the Industrial Standard
Classification of the Republic of China).

(23) F213030 Computer and Office Machine and Equipment Retail (limited to 4831
computer and peripheral equipment and software retail according to the Industrial
Standard Classification of the Republic of China).

(24) F213060 Telecommunication Equipment Retail (limited to 4832
telecommunication equipment retail according to the Industrial Standard
Classification of the Republic of China), excluding the retail of
telecommunication core network equipment (e.g., exchange and transmission
equipment).

(25) F214030 Auto and Motor Vehicle Parts and Components Retail (limited to 4843
auto and motor vehicle parts and components retail according to the Industrial
Standard Classification of the Republic of China).

(26) F218010 Information Software Retail (limited to 4831 computer and peripheral
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equipment and software retail according to the Industrial Standard Classification
of the Republic of China).

(27) F219010 Electronic Materials Retail (limited to 4831 computer and peripheral
equipment and software retail, 4832 telecommunication equipment retail and
4833 audio-visual equipment retail according to the Industrial Standard
Classification of the Republic of China).

(28) 1501010 Product Design (limited to 7402 design service for specially
manufactured products in industrial design and 7409 design service for specially
manufactured products in other professional design service industry according to
the Industrial Standard Classification of the Republic of China).

(29) JA02010 Electrical Appliance and Electronic Products Repair (limited to 9521
computer and peripheral equipment repair, 9522 telecommunication and
transmission equipment repair and 9523 audio-visual electronic products and
household appliances repair according to the Industrial Standard Classification of
the Republic of China).

2. Business proportion
Unit: NT$ thousand
ltems 2019 Operating Revenue
Amount Percentage
Computer peripheral§y 4,716,750 99.55%
Others 21,432 0.45%
Total 4,738,182 100.00%
3. Current products and services

(1) Display cards
(2) Motherboard
(3) High-performance data computing solutions

4, New products and services that are planned to be developed
(1) Display cards

A. The subsequent development plans will be prepared for the development of NVIDIA
Ampere new high-end chips that cover the series of Kudan, Vulcan, Neptune,
Advanced, Ultra, and so on.

B. The high-end chip of NVIDIA Turing architecture has been fully released in Q1 2020.
Medium and low-end display cards will be developed, covering the series of
Tomahawk, GeForce, Gaming, Shark, and Golden Version.

(2) Motherboard

A. Develop the iGame series of high-end game motherboards, including the series of
iGame, CVN, and BATTLE-AX, which use the latest Intel 500 series high-end chip
and support Intel new generation LGA 1200 architecture processor, Comet Lake, and
the latest Intel Optane data transmission technology.

B. In 2020, in the AMD AM4 architecture, B5XX and A5XX of AMD 500 series are
added. The main products planned are "CVN" series and "Tomahawk" series.

56



C. Emphasize the development of e-commerce: Strengthen the cooperation between
online marketing of products and e-commerce.

D. Strengthen the close cooperation with the upstream manufacturers of Intel, AMD, NV,
etc.

(3) High-performance data computing solutions

A. High-performance data computing solutions were officially released in the Q3 2019.
Built on the basis of Docker, Kubernetes, and Hadoop, high-performance data
computing solutions are the server cluster management, container management,
maintenance management systems, integrated with multiple development tools
especially designed for artificial intelligence (Al). At the management system level,
the solutions enable resource virtualization, stable and optimized scheduling, and
streamlined user privacy and intellectual property rights management; in terms of
development tools, the solutions realize effective Al model training and intuitive
development tool operations and are compatible with mainstream Al development
frameworks and application environments such as TensorFlow, Keras, Pytoreh, Caff
and MXNET; they also provide users with high flexibility for custom tuning.

B. Following the development plan for high-performance data computing solutions in
2019, the Company will continue to support users' Al model development in 2020 by
strengthening data computing infrastructure server and cluster management,
software/hardware performance of Al model development tools, including NVLink
and RDMA, to improve computing and transmission speed; supporting multiple
shared and distributed storage systems to meet users' diverse storage needs; and adding
and upgrading multiple cluster management and development tool sets such as
optimizing the privacy access of big data users, updating the visualization and
automation features of model training, adding multiple data pre-processing and model
deployment application tool sets, etc.

(1) Industry Overview

1. Current State and Development of the Industry

According to the primary investigation results of an international research and aunsulta
institute, Gartner, the global PC computer (PC) shipment in the Q4 2019 stood at 70,600,000 sets
representing an increase of 2.3% YoY, and the global PC computer (PC) shipment throughout
2019 stood at 261,000,000 sets, representing an increase of 0.6% from 2018.

Primary estimated shipment of global PC manufacturers in Q4 2019
(Unit: thousand sets)

40Q19 40Q19 40Q18 4018 40Q19-4Q18
Manufacturer Shi(gment Markethhare (% Shgment Markethhare (% Gro?vth Rgte (%
Lenovo 17,49¢ 24.8 16,418 23.§ 6.4
HP 16,12¢ 22.8 15,301 22.2 5.4
Dell 12,114 17.2 10,804 15.7 12.]
Apple 5,262 7.9 5,421 7.9 -3.0
Asus 4,067 5.9 4,10( 5.9 -0.9
Acer 3,994 5.7 3,86 5.4 3.5
Others 11,55 16.4 13,104 19.( -11.9
Total 70,612 100.G 69,014 100.0 2.3
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Data Source: Gartner (January 2020)
Note: The above data covers desktop PC, laptop PC, and tépHleamobile types (such as Microsoft Surface),
excluding Chromebook and iPad. All data are estimated based wsthies of the preliminary investigation,
and the final valuation may change. The shipment sold onto l#sectennels prevails for the statistical data.
These figures may be slightly different from integrals due to rogndin
Gartner's senior chief analyst indicated that compared with the continued weak demand for
consumer PCs, the demand for business PCs drove the growth of unit shipments in the five of the
past seven quarters; especially, Intel's CPU had been out of stock since the middle of last year,
which once again became the key to the supply of top three PC manufacturers to corporate
customers. If it were not for shortage, the growth rate of shipments would be highé¢hghan
current statistics.
The Asia-Pacific PC shipment in the Q4 2019 stood at 22,000,000 sets, representing a
decrease of 6.1% YoY and a decline for a fifth consecutive quarter, mainlio dueluggish
market in China (accounting for 60% of the overall Asia-Pacific PC market) against theapolitic
and trade unrest. The US PC shipment in the Q4 2019 grew by 4.6%, and desktop computers
showed first double-digit growth since 2014.

2.  Correlation among upstream, midstream, and downstream of the industry
Motherboard and display cards:

Qnmir\nnrlJ_ Specia| | | Matharhaard
application IC
CPU _I Manitar I_
Static memory
LOgiC Cllp _I Intarfara Carde I_
DPranrammahla rag
_I Pnwar ciinnhy ! Fnd 1icarc
Metal and Printed circuit ! Caca I—
blastic — board
Stand _I Kavhnard I_ Nictrihitnr
_I Qnft and hard I_

Drive program _Iﬁthnr inninit I_

Software basic outputand Franchicer

3.  Product development trends and competition status
(1)Continuing to roll out new display cards to maintain unit prices and gross profits

The average unit price of display cards increased as a result of NVIDIA's
continuous promotion of RTX and consumers' increased spending power. It is
estimated that the launch of NVIDIA's new products in 2020 will once again raise
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the average price of display cards; however, due to the outbreak of COVID-19,
consumers are inclined to take a dovish stance. The overall strategy for product
development is to continuously roll out new display cards to maintain unit prides an

gross profits.
(2)  Increasing competition in the display card market

The outbreak of COVID-19 in early 2020 has aggravated the market uncertainty;
especially after COVID-19 spread worldwide, the sales of various brands in the
global market has screeched to a halt. Given the fierce competition in Mainland
China, there will be a greater impact on the profit of display cards before the launch

of new products.
(3)  Supply and demand in market of Mainland China

Due to strict control over the COVID-19 pandemic in Mainland China for two
months in the Q1 2020, the market turned sluggish. After the ban is lifted, retaliatory
consumption is expected to happen; however, as the COVID-19 pandemic continues
to rage around the world, it will lead to oversupply and further an unfavorable
development in Mainland China. In March, NVIDIA announced that a new product
rollout was postponed due to the COVID-19 pandemic, which would extend the life
cycle of the products on the market. Oversupply in Mainland China is expected to
subsist until the Q3 2020.

(1) Technology and Research Overview

R&D expenses input and successfully developed technologies or products from the

most recent year up to the publication date of the annual report:
Unit: NT$ thousand
Year Research Results Expenditure
Project
108 Display cards| NVIDIA GeForce GTX 1060 and 1660 Ti chipset corresponding to 7 very 16,627
Motherboard | of display cards
Development of INTEL B365 and AMD AM4 X570 chipset series produg
R&D of development tools for artificial intelligence algoritharsd GPU
server cluster management system
109 . . . 3,730
Q1 Display cards | Development plans for NVIDIA Ampere new high-end chips
Motherboard | Intel 500 series high-end chips
Application strengthening data computing infrastructure server and cluster mamager
software software/hardware performance of Al model development tools, includin
NVLink and RDMA, to improve computing and transmission speed

(IV) Short-/long-term business development plans

1. Short-term development plans
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(1) Continue to work closely with major customers to maintain market share
and reduce production costs with the economic scale.

(2) Maintain a sound financial structure to uphold a good corporate profile.

(3) Continue to expand customer base and maintain and establish sales
channels.

2. Long-term development plans

(1) Continuously maintain the release of the latest original chip products and
develop products matching new chips of manufacturers

(2) Continue to improve product quality and production efficiency, reduce costs,
and strengthen competitiveness.

(3) Continue to invest in blockchain and artificial intelligence industry.

(4) Look forward into the intelligent technology wave and enter the Al industry
ecology to become a key resource integrator and service provider.

Il. Market, Production, and Sales Overview
() Main Products and Sales Regions
1. Main products
(1) Display cards
(2) Motherboard

2. Sales regions
Unit: NT$ thousand
ltems 2017 2018 2019
Sub-total Total Sub-total Total Sub-total Total
Domestic sales - - - - - -
revenue
Foreign sales - 5,772,839 - 4,050,310 - 4,738,182
revenue
Mega - - -
Asia Pacific 5,772,839 - 4,050,310 - 4,738,182 -
Region
Europe -
Total - 5,772,839

4,050,310 - 4,738,182

3. Market share
As the motherboard and display cards fall into professional OEM businesses, there is
no independent brand, so it is not applicable to the calculation of the market share.

4.  Future supply and demand of the market and its growth

In terms of display cards and motherboard, the primary investigation results of an
international research and consultant institute, Gartner, showed that the global PC
computer (PC) shipment in the Q4 2019 stood at 70,600,000 sets, representing an increase
of 2.3% YoY, and the global PC computer (PC) shipment throughout 2019 stood at
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261,000,000 sets, representing an increase of 0.6% from 2018.
(1) Display cards:

The global addn-board (AIB) graphics processing unit (GPU) market is expected to
continuously grow. The market scale reached US$16.1 billion in 2019 and is expected to
increase to US$16.3 billion in 2023. The global AIB GPU shipment in the Q4 2019 grew
by 12.2% from the previous quarter, which was significantly better than the 10-year
average of -2.3% and up by 33.4% YoY. The global AIB GPU shipment in the Q4 2019
exceeded US$3.9 billion.

In July 2019, original display card manufacturers launched new products
successively. NVIDIA launched the RTX 20 Super series and AMD launched the Radeon
5700 series in hopes of stimulating demand and maintaining prices.

The market share of AMD's AIB GPU shipment rebounded significantly to 31.08%
in the Q4 2019, up 4 percentage points from the previous quarter and also up 12.31
percentage points from 18.77% YoY, eroding NVIDIA's market share. The global market
share of NVIDIA's AIB GPU shipment fell to 68.92% in the Q4 2019, down 12.31
percentage points YoY and also down 4 percentage points from 72.92% in the previous
quarter.

According to Jon Peddie Research (JPR), a market research institute, the global AlIB
GPU shipment showed growth in the Q4 2019, for a 3rd consecutive quarter. In the Q1
2020, however, the outbreak of COVID-19 has caused a supply chain disruption. There is
a possibility that the global AIB GPU shipment in the Q1 2020 may experience a greater
decline than the usually flat or decreased shipment in the same period over the past years.

(2) Motherboard

The growth momentum of the main board industry is limited due to the Intel CPU
shortage and uncertainty of demand in the eSports market.

(3) High-performance data computing solutions

According to the international market research institute, the global Al business will
exceed US$230 billion in 2025.

The Data-Driven business model and advanced data analytics technology (including Al
algorithms) become a focused discipline and gradually popularized into innovation and
even industry of traditional finance, medicine, manufacturing, and education, hence
driving forward the growth of demand for GPU server and high-performance data
computing solutions
5. Competition Niches

(1) Flexible Production Management

Through horizontal integration, the Company has cooperated with local OEM
manufacturers in Mainland China in means of renting out its own SMT
manufacturing and production equipment, to ensure capacity scheduling in a
real-time and elastic manner, sufficient capacity during peak, and improvement of

61



2)

3)

(4)

deficiency in capacity with uplifted operation ratio during lean seasons.
The R&D team that is in closer contact with the market

The Company re-invested in Shenzhen Jinghong Digital R&D Service Co.,
Ltd, which was officially incorporated for operation in 2012. R&D and technical
service items include consumer electronic products and peripheral devices,
including digital multimedia products, case, and power supply. The establishment
of the Shenzhen R&D Center has demonstrated that the Company has carried out
the layout for niche products and moved its research and development unit to
Mainland China, the forefront of global primary market, in the hopes of better
understanding market demand.

Professional Management Team

The Company's operating team has accumulated rich technologies and
experience for many years. The management belongs to the seniors in the industry
who have grasped the key technologies, so the changes in the overall market can be
fully mastered. For professional talents, the elite system has been adopted to reduce
the management, sales, and research fees to maintain a sound operation structure.

Competitive operation mode

The Company has conducted marketing of products developed and produced
by CHAINTECH in many countries through the business sales platforms of major
customers. In the market of Mainland China, it has cooperated with operation
platforms and image centers in Shenyang, Beijing, Nanjin(anXiChengdu,
Wuhan, Guangzhou, Shenzhen. At the same time, it has also opened up the
international business: South Korea marketing center in Seoul is mainly
responsible for the South Korean market; the sales center in Hamburg of Germany
is mainly responsible for the entire European market. With the changing global
market, the Company has created a variety of channels and modes to enhance the
visibility of products in different markets and expand the product sales regions
through the marketing channels of cooperation partners.

6. Favorable and Unfavorable Factors of Development Prospect and Countermeasures

(1)

Favorable factors

Integration of the industrial value chain, strategic alliance, joint procurement,
lowered cost and improvement of product quality in the key Mainland China
market. Cooperation with strategic parther COLORFUL GROUP LIMITED has
expanded further from products to channels and operation. The "COLORFUL"
platform strategic system has developed in Mainland China for many years. At
present, it has been ranked the first for over 10 consecutive years in the Chinese
market of display cards, with a market share of more than 25%, 300 core
distribution channels, 3,000 direct and indirect channel partners, covering 660
cities, and over 5,000 retail stores. The significant advantage in product and
channel has enabled the Company's products to be far ahead of other brands in
Mainland China, the first-tier battleground.

In terms of new businesses, it has cooperated with Siteng Heli (Tienjin) to
develop high-performance data computing software and hardware solutions and
integrate services, thus carrying out the layout in the 100 billion-level Al
infrastructure service market in China. Siteng Heli (Tienjin) devotes itself to
provision of software and hardware solutions to in-depth learning, GPU
high-performance computing, virtualization and storage in the Al area, and turns
out to be the core cooperation partner in China of the globally leading Al leader
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(2)

NVIDIA. In recent years, it has provided high-performance computing and
in-depth learning products and solutions for thousands of education and research
institutions and Al customers, with the service points covering East, South,
Central, Northwest, and Southwest China. Meanwhile, its possesses rich
experience in channel operation and international resources integration, hence
contributing to the Company's entry into the Al industrial ecology and market
channel of the Company's key market, Mainland China market.

Unfavorable factors and countermeasures

The panel industry has been maturing and stabilizing, and with matured
design and manufacturing comes intensive competition. The largest challenge
faced by the current panel manufacturers lies in the limited increase in demand for
hardware.

In terms of the new businesses, the Al hardware producers and distributors in
the key market Mainland China have actively transformed to enter into the Al
software and hardware solutions and products market, hence making the
competition more intensive, so continuous input of R&D resources must be
maintained to raise the competition threshold.

Countermeasures:

A. The Company's product manufacturing adopts the outsourcing method,
so there is no need to solicit more orders by cutting down price for the
purpose of maintaining the capacity utilization rate.

B. Strengthen inventory cost management to lower operation risk.

C. Set clear product orientation to conform to the niche market.

D. Expand the product channel share, including sales channels for
e-commerce platforms and online franchises.

E. Product design in closer contact with the market

Continue to invest in high-performance data computing solutions and
services with high added value.

n
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(I Major applications and production process of the primary products

1.

Major uses of the primary products

The Company's main products can be categorized into two types in 2018, namely
panel and display cards. The main uses of them are described below.

The panel and display cards are one of the main components for the following

computer systems:

A. PC, use: clerical processing, briefing system, graphic design and drawing,
spreadsheet, multi-media

B. Computer workstation, use: engineering design, financial information,
image processing and editing, desk top publishing

C. Server, use: video servers, internet servers, file servers, datalvase ser
D. Multi-user and multi-tasking computer system mainframe
E. Computer-aided design CAD system and computer auxiliary manufacturing

CAM system

Production processes of the main products
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(1l1) Supply of Major Raw Materials

Title Suppliers State of supp
Chip NVIDIA Stable
Electronic parts and compong HK LINK, Stable
Wanyuan

(IV) The name, amount and ratio of customers accounting for more than 10% of the totak salg<f the last two years, and the reasons for

changes in such figures:
Information on the major suppliers in the past two years

Unit: NT$ thousands

2018 2019 As of Q1 202
Percentag Percentagg Percentage ¢
in the |Relationg inthe |Relationg net purchaseRelation;
Item Title Amount |annual ne| with the Title Amount |annual net| with the Title Amount | as of Q1 of | with the
purchase§ issuer purchases| issuer the current | issuer
(%) (%) year (%)
1 |005505 1,806,96 50 - 005505 2,099,23! 44 - 005505 334,084 48 -
2 005507 783,237 220 - 005507 744,097 19 - 005507 94.48¢ 14 -
3 1002883 313,134 9 - 002883 280,817 6 - 002883 49,694 7 -
4 |Others 689.25¢ 19 - Others 1,412,31 32 - Others 221,464 31 -
Net purchases| 3,592,59 100 Net purchases 4,536,45 100 Net purchases 699,734 1009

Explanation of changes: Not applicable
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Major sales customers for the most recent two fiscal years

Materials unit; NT$ thousands

Yeaf 2019 2019 As of Q1 202
ltem Title Amount |PercentagRelation Title Amount |PercentagRelationy Title Amount | PercentagqRelation
of net |with the of net |with the of net salegwith the
sales in |issuer sales in [issuer as of Q1 |issuer
the year the year 2019 (%)
(%) (%)
1 |[COLORFUL 2,069,73 51| Related| COLORFUL 1,877,10 40 Related |COLORFUL 229,944 46Related
parties parties parties
16L002 363,854 - 16L002 473,504 19 - 16L002 63,694 13 -
3 |16N002 241,61( - 16N002 457,43 10 - 16N002 64,944 13 -
Others 1,407,82 34 - Others 1,930,13 40 - Others 144,906 28 -
Net sales 4,083,031 100 Net sales 4,738,18! 100 Net sales 503,49¢ 100%

Explanation of changes: Not applicable
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(V)  Production volume and value in the most recent two fiscal years
Unit: Pcs, NT$ thousands

Year 2018 2019
Production volum| Production| Productior] Production| Production| Production| Production
and valu¢ Capacity | Volume Value Capacity | Volume Value
Main Products
Computer peripherals 800,00( 534,95( 2,576,39] 800,00( 565,10( 2,338,81
Total 800,00( 534,95( 2,576,39] 800,00( 565,10( 2,338,81

(VI) Sales volume and value in the most recent two fiscal years
Unit: Pcs, NT$ thousands

Year 2018 2019
les volum| Domestic Sales Foreign Sales Domestic Sales Foreign Sales
) Volume | Value | Volume Value | Volume | Value | Volume Value
Main Produ
Computer 0 0 1236738 | 4039942 0 0 | 1,213,236 4,716,750
peripherals
Others 0 0 0 10364 0 0 0 21,43
Total 0 0 1,236,738 | 4,050,310 0 0 1,213,236 | 4,738,182

[ll. Number of Employees in the Last Two Years Up to the Printing of this Annual

Report
Year 2018 2019 As of March 31, 202
Employees Direct employees 0 0 0
Number of | Indirect employees 19 17 16
People Total 19 17 16
Average age 41.76 42.92 41.76
Average work tenure 8.59 9.37 10.17
Doctor 0 0 0
) Master 37 35 38
Education - :
distribution ratiol University/College 58 59 56
(%) Senior High Schoa 5 5 6
Below Senior High 0 0 0
School
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Information on Environmental Protection Expenditure

0
(11

Loss and disposal caused by environmental pollution in the most recent year and as of
the date of the annual report: None.

Future countermeasures (including improvement measures) and possible expenditures
(including the estimated amount of losses that may be incurred for the failure of
adopting countermeasures, estimated amount for penalty and compensation; where there
IS no reasonable estimation, the facts thereof shall be explained): The Company
outsources the production of its products and there had been no pollution to the
environment. However, the Company still stringently requests the processing plants
shall comply with relevant environmental laws and regulations to join hands in solving
the environmental issues of scarcer energy on earth.

Labor Relations
The Company always adheres to the belief of improving the care for employees, so that they
can strive to make progress without any worries. It has formulated multiple welfare measures

concerning vocation and retirement system, so employees have maintained high centripetal

force and the labor relations have remained harmonious, without any disputes therefrom.

(1

The Company employees' welfare measures, advanced studies, education and training,
retirement system and the implementation, as well as the agreement for labor relations:
1. Employees' welfare measures

(1) The Company has purchased national health insurance, labor insurance and group
insurance for all the employees, and handles the payment for employees'
childbirth, injury, health care, retirement, and death pursuant to Labor Insuranc
Act, National Health Care, Group Insurance and relevant rules and regulations in
the Labor Standard Act.

(2) The Company rewards employees for stock subscription to enhance employees’
participation enthusiasm. The Company offers employees with book resources
and on-job training programs.

(3) The Company has established an Employee Welfare Committee to promote
employee welfare work, such as gifts at Spring Festival and holidays, allowance
for weddings and funerals, celebration of employees' birthday, regular domestic
and international travel activities.

(4) Employees' health check-ups are conducted regularly.

2. The Company's system concerning advanced studies, educational training, and its
implementation:

The Company's human resources department formulates education and training plans

annually based on business development and employee needs. The overall scope of

training mainly covers induction training, general and management knowledge and
skills training, and professional skills training; and their implementation is as follows:

(1) Induction training: The HR Department is in charge of introducing the Company's
organizational structure and system, work rules, and responsibilities; each staffing
department shall explain the operating rules and procedures, and regularly assess
and supervise new employees.
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(2) External training: Participation in the professional courses offered by the
corporate management consulting companies, education, and training institutions,

and government agencies.

) o Number of
Course Content Total time (hours) Training fees o
participants
Explanation Session for the Adoption of IFRS in the Republig N 3
China one
Seminar on Related Party and Related Party Transaction 11 3 None 1
5G and Al technologies Development Trend and 2020
6 None 1
Technology Prospect
Highlight for the Material Information, Suspension of
. . 6 None 2
Transaction, and Regulation Amendments
Effects of the Latest Amendments to the Company Act on
Corporate Governance and Responsibility of Directors and 3 None 1
Supervisors
Asia Pacific Social Enterprise Summit 18 None 3
Corporate Governance Evaluation Presentation 6 None 2
Forum for the Improvement of Institutional Investor's Due
- 3 None 1
Governance and Investor Relations

(3) Internal training: Senior or learned employees or professional lecturers are invited

to impart their experience and professional knowledge.

Course Content Total time (hours) Training fees N“m*?er of
participants

R_apld Comprehensmn for Analysis of 15 None 5
Financial Reports
Occupational Security and Health 13 None 13
Management Lecture
Crisis Prevention Security Lecture 20 None 10
How to Manage Retirement Plans with
the Effects of Annuity Reform and 14 None 10
Sub-replacement Fertility

(4) Departmental training: The professional training courses organized by each

department.
Course Content Total time (hours) Training fees Number of participant
Basic Training for New Employees 4 None 2

3. Implementation of retirement system

The Company has established retirement regulations for the employees with formal

employment. The retirement conditions, pension benefits and calculation methods are
handled in accordance with the Labor Standard Act, Labor Pension Act, and relevant
laws and regulations.

The new pension system in the "Labor Pension Act" is a defined contribution plan. As

for the pension payment, the Company allocates no less than 6% of the monthly

salary of employees as pension to be deposited into the individual retirement fund

account managed by Labor Insurance Bureau.

The old pension system in the Labor Standard Act is a defined benefit plan. Upon

approval of the retirement, two bases for the annual salary shall be paid every one
year; however, if the job tenure is over fifteen years, one base shall be paid every one
year, but the total shall not exceed 45 bases. The payment of pension is calculated
through multiplying the above base standard with the average monthly salary six

months before retirement.
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(I1)

4. Labor relations

The realization of corporate business objectives is dependent upon the cdmmitte

devotion and hard work of the employees. Therefore, labor relations have always
been the focus of the Company's efforts. The Company has always adhered to the
philosophy of respect for humanity and care for employees and adopts an open,
candid, and honest attitude towards employees in terms of various salary and welfare
policies. Since its establishment, the Company has established harmonious labor

relations, without any disputes arising therefrom.

Explain the losses incurred to the Company for labor disputes in the most recent two
years as of the published date of the statements, and the current and future possible

estimated amounts and the countermeasures:

Since its establishment on November 17, 1986, the Company has developed harmonious
labor relations and communication channels. The Company attaches great importance to
the opinions of employees and their demands and is committed to offering the best
assistance for them. Therefore, there has been no major labor disputes since
establishment. Looking forward to the future, with favorable labor interaction, the

possibility of losses incurred by labor disputes is extremely low.

VI. Material Contracts:

Nature Related Parties Main Content REStY"?t'Ve Contract Start/End Dat
Provisions
Property Lease Prosperity Dielectrics Office Leases None 2019.01.01~2023.12.3

Co., Ltd.
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l. Condensed Balance Sheet and Statement of Comprehensive Income and Audit

Chapter 6 Financial Overview

Opinion of the Most Recent Five Years
() Condensed Balance Sheet - Adoption of IFRS

Unit: NT$ thousand

Yea 2020
2015 2016 2017 2018 2019 As of March
ltems 31
Current assets 2,617,031| 1,971,840 1,609,221 | 1,551,324 | 1,412,661
Property, Plant, and
Equipment (Note 2) 384 172 25 - 55.272
Intangible assets - - - - -
Other assets 5 77 1,874 11 9,413
Total assets 2,952,945| 2,349,029 1,975,593 | 2,006,520 | 2,086,740
Before Since the
Non-currendistribution 1,178,986 544,183 251,966 272,396 534,693 first quarter
liabilities |After is the time tq
distributior 1,211,761 564,830 251,966 424,645 (Note 1) issue the
consolidateq
review
Non-current liabilities - - - - - report, it is
not
applicable.
Before
Total distribution 1,178,986, 547,751 251,966 272,396 534,693
liabilities Q.fter. | 1,211,761| 586,251 | 251,966 | 424,645 | (Note 1)
istribution
Equity attributable to
owners of parent 1,773,959| 1,801,278| 1,723,627 | 1,734,124 | 1,552,047
company
Capital 1,092,488| 1,092,488| 1,092,488 | 1,014,988 | 1,014,988
Capital reserve - - - - -
Before
. R 674,887 | 733,743 660,442 831,650 786,346
Retained |distribution
earnings |After
g distribution 642,112 | 717,356 251,966 679,404 (Note 1)
Other equity 6,584 (24,953) (29,301) (112,514) (97,541)
Treasury stock - - -
Non-controlling Equity - - -
Before
Total distributi 1,773,959| 1,801,278| 1,723,627 | 1,734,124 | 1,552,047
istribution
sha_reholde After
equity distributi 1,741,184| 1,784,891| 1,723,627 | 1,734,124 | (Note 1)
istribution

Note 1: The proposal of the Company's 2019 Earnings Distribution remains to beeabipy the resolution of
the Shareholders’ Meeting.
Note 2: Asset revaluation has not been performed for each year.
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2. Consolidated Condensed Balance Sheet - Adoption of IFRS
Unit: NT$ thousand

Yeatr 2020
2015 2016 2017 2018 2019 |As of March
Items
31
Current assets 2,789,053 2,201,468 | 1,841,440 | 1,728,661| 1,970,057| 2,195,675

Property, Plant, and

Equipment (Note 2) 153,536 145,013 134,335 122,073 62,003 123,140

Intangible assets - - - - 188,971 | 221,283
Other assets 26,482 11,121 12,465 163,769 160,584 140,632
Total assets 2,969,071| 2,357,602 | 1,988,240 | 2,014,503| 2,381,615| 2,680,730
Before
Non-curren distribution 1,193,316| 551,998 263,190 279,003 650,766 631,367
liabilities |After
distribution 1,226,091| 572,645 263,190 431,249 (Note 1) 631,367
Non-current liabilities 1,796 4,326 1,423 1,376 10,606 49,667
B_efo_re' 1,195,112| 556,324 264,613 280,379 661,372 706,907
Total distribution
liabilities |After
distribution 1,227,887 576,971 264,613 432.625 (Note 1) -
Equity attributable to
owners of parent 1,773,959 1,801,278 | 1,723,627 | 1,734,124| 1,552,047 | 1,764,207
company
Capital 1,092,488| 1,092,488 | 1,092,488 | 1,014,988| 1,014,988| 1,014,988

Capital reserve - - - - - -

Before
Retained |distribution
earnings |After

674,887 733,743 660,442 831,65( 786,34¢ 848,447

642,112 717,356 660,442 679,4@ (Note 1) | 848,447

distribution
Other equity 6,584 (24,953) (29,303) (112,514) | (97,541) | (99,228)
Treasury stock - - - - (151,746) -
Non-controlling Equity - - - - 168,196 | 209,616
Total Before | 4 773959 1.801,278 | 1,732,627 | 1,734,124| 1,720,243| 1,973,823
distribution
shareholde After
equity distribution 1,741,184 1,784,891 | 1,732,627 | 1,734,124| (Note 1) | 1,973,823

Note 1: The proposal of the Company's 2019 Earnings Distribution remains to beeaipy the resolution of
the Shareholders’ Meeting.
Note 2: Asset revaluation has not been performed for each year.

73



(I 1. Standalone Condensed Consolidated Statement of Comprehensive Income or Profit -

Adoption of IFRS

Unit: NT$ thousand

Yeatr
Items

2015

2016

2017

2018

2019

2020
As of March
31

Operating revenue

7,287,34

6,201,31¢

5,276,35]

3,755,13;

3,591,114

Operating margin including
(unrealized) realized profits ¢
affiliated companies

297,955

226,61¢

80,824

357,958

158,261

Operating (loss) profit

200,15¢

138,774

32,161

270.82¢

79.694

Non-operating income and
expenses

3,038

(30,484

(90,332

23,606

26,054

Pretax profit

203,19/

108,294

(58,171

294,434

105,748

Net Income for Continuing
Operations

Loss from discontinued
operations

Net profit (loss) for current
period

182,717

91,631

(56,914

244,304

106,947

Other comprehensive incom
(loss) (net amount after tax)

(6,844

(31,537

(4,350

(83,121]

14,973

Total comprehensive income
(loss)

175,86¢§

60,094

(61,264

161,093

121,911

Net profit attributable to
owners of the parent compal

Net profit attributable to
non-controlling equity

Total comprehensive income
or loss attributable to the
owner of the parent compan

Total comprehensive income
or loss attributable to
non-controlling equity

Earnings (loss) per share

1.67

0.84

(0.52

2.39

Since the firs

review report

1.06

quarter is the
time to issudq

the
consolidated

it is not
applicable.

Note 1: The proposal of the Company's 2019 Earnings Distribution remains to beeallpy the resolution of

the Shareholders’ Meeting.

Note 2: Asset revaluation has not been performed for each year.
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2. Consolidated condensed statement of comprehensive income - Adoption of IFRS
Unit: NT$ thousand

Yea 2020

ltems 2015 2016 2017 2018 2019 As of
March 31

Operating revenue 7,384,60] 6,687,79( 5,772,83{ 4,050,31( 4,738,181 853,094
Operating margin including
(unrealized) realized profits 310,46( 241,04( 104,334 372,414 332,63¢ 45,594
affiliated companies
Operating (loss) profit 162,784 110,63 16,831 267,299 132,133 13,274
Non-operating income and A , A
expenses 40,6072 (1,916) (74,656] 39,808 19,772 7,064
Pretax net profit (loss) 203,39( 108,71¢ (57,825 307,103 151,901 20,338
Net Income for Continuing
Operations - - - 256,644 137,224 -
Loss from discontinued
operations - - - (12,340) | (8,545)
';':rtig(;"f't (loss)forcurrent | 105714 01,631 (56,914] 244304 128,67 15801
Other comprehensive incom g g1n1 (39537 (4350] (83,211] 14,973  12,22¢
(loss) (net amount after tax)
thsa;')comprehens"’e NCOMA 175,866 60,094 (61,264] 161,099 143,651 28,024
Net profit attributable to 182,717 91,631 (56,914] 244,304 106,941 16,797
owners of the parent compa
Net profit attributable to
non-controlling equity ) ) ) i 21,737 (996)
Total comprehensive income
or loss attributable to the 175,86¢ 60,094 (61,264] 161,097 121,91% 30,084
owner of the parent compan
Total comprehensive income
or loss attributable to - - - - 21,737 (2,057
non-controlling equity
Earnings (loss) per share 1.67 0.84 (0.52) 2.39 1.06 0.17

Note 1: The proposal of the Company's 2019 Earnings Distribution remains to beeallpy the resolution of
the Shareholders’ Meeting.
Note 2: Asset revaluation has not been performed for each year.

(1) Name of the CPAs and their opinions for the most recent five years
Audit Year | Name of accounting firn Name of CPAs Audit Opinions
2015 PwC Taiwan Wu, Han-Chi, Hsu, Sheng-Chur| No retained opinions
2016 PwC Taiwan Wu, Han-Chi, Hsu, Sheng-Chur| No retained opinions
2017 PwC Taiwan Wu, Han-Chi, Hsu, Sheng-Chur| No retained opinions
2018 PwC Taiwan Hsu, Sheng-Chung, Wu, Han-C| No retained opinions
2019 PwC Taiwan Hsu, Sheng-Chung, Wu, Han-C| No retained opinions
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1. Financial analysis for the most recent five

Financial Analysis of the Last Five Years
years - Adopt IFRS

Analysis Item 2020
2015 2016 2017 2018 2019 |As of March
Year 31
Hablly-to-asset | 3903 | 2332 | 1275 | 1358 | 2562
Financial .
structure 94 X200 of long-term
capital in property, [(461,968.4¢1,047,254.6} 6,894,508 - 2,808.02
plant and equipmen
Current ratio 221.97 362.35 638.67 569.51 | 264.20
Solvency |Quick ratio 182.36 328.42 593.11 533.91 | 208.26
0
(%) 'r’;iiegeSt coverage 28.92 1625 | (36.12) | 137.00 | 19.61
Receivables Turnov
Rate (Times) 4.45 3.57 4.03 3.81 4.07
Average Collection | g5 55 | 10224 | 9057 | 9580 | 89.68
Days
Inventory Turmover |, ¢q 18.34 3470 | 3226 | 17.35
Rate (times)
Operating |Payables Turnover
Ability  |Rate (Times) 11.67 10.27 16.98 18.41 14.42
Average days of sal{ 17.64 19.90 10.51 11.31 21.03 Since the
Property, Plant and first quarter
Equipment Turnovel 9,626.61| 22,306.89 | 53,567.02/300,411.04 129.94 |is thetimet
Rate (Times) issue the
Total Asset Turnove consolidate
Rate (Times) 2.47 2.64 2.67 1.87 1.72 review
Return on assets (A 7.34% 3.68% (2.57) 12.36 5.45 | report, itis
Return on not
shareholder equity | 10.71% 5.13% (3.23) 14.13 6.51 | applicable.
(%)
Profitability Ratio of net income
before tax in paid-in| 18.60% 9.91% (5.32) 29.01 10.42
capital (%) (Note 7)
Net profit rate(%) 2.51% 1.48% (1.08) 6.51 2.98
Earnings per share
(NTS) 1.67 0.84 (0.52) 2.39 1.06
Cash flow ratio (%) | Note 2 73.05 122.75 156.83 6.45
Cash flow adequacy \ ;105 | Note 2 64.41 | 383.93 | 124.48
Cash flow ratio
Cash flow
reinvestment ratio Note 2 20.15 16.96 26.21 (8.22)
(%)
Degree of operating 1 1 1 1 119
Degree of |leverage
leverage |Degree of financial 1.04 1.05 1.05 101 1.08

leverage
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Please explain the reasons for changes in various financial ratiosmosheecent two years. (If the change
within 20%, the explanation is not required).

1. Solvency: The decrease in solvency for the year was primarily duededtease in current assets and n4
income for the year.

2. Operating ability: The decrease in inventory turnover ratio and feset turnover ratio for the period is
mainly due to the decrease in sales revenue for the current period.

3. Decrease in various ratios of profitability: It is mainly duthedecrease in net income for the current
period.

4. Cash flow ratio: The decrease in cash flow ratio and cash reinveésttie is mainly due to the decrease
net cash inflow from operating activities.

Note 1: Cash flow from operating activities refers to cash inowpr net cash outflow, it is not applicable.
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2. Consolidation of Financial Analysis for the most recent five years - Adoption of IFRS

_ 2020
v Analysis Itemi 5415 2016 2017 2018 2019 | As of March
ear 31
Financial |Liability-to-asset ratio 40. 25 23. 60 13.31 13.92 27.77 26. 22
structure %|Ratio of long-term capital in| 1155, 40 | 1242. 15 | 1283. 08 | 1420. 56 | 2774. 45 | 2, 994. 00
property, plant and equipme
Current ratio 233.72| 398.82| 699.66 | 619.59 | 302.73 | 304.26
Solvency (%|Quick ratio 194.26 | 364.82| 655.21 | 584.66 | 240.02 | 198.76
Interest coverage ratio 28.95 16.31 [ (35.90) | 137.18 | 26.82 8. 30
Receivables Turnover Rate 4. 43 3.76 4.29 4.08 5. 04 2.68
(Times)
Average Collection Days 82. 39 97.07 | 85.08 89. 46 72.42 136.19
Inventory Turnover Rate 20. 94 19.78 | 37.86 35. 28 19. 42 4.00
(times)
Oﬁg-ﬁaﬂng (P'I'ailrﬁaebsl)es Turnover Rate 12.10 11.12 | 18.50 20.10 16. 74 6.02
t
" [Average days of sales 17.43 | 18.45 | 9.64 | 10.34 | 18.79 | 91.25
Property, Plant and 46.09| 44.80| 41.33 31.85 51.48 34. 29
Equipment Turnover Rate
(Times)
Total Asset Turnover Rate 2.49 2.84 2.90 2.03 1.99 0.90
(Times)
Return on assets (%) 7.31 3.66 | (2.56) | 12.29 6.07 (0.17)
I(E/e)turn on shareholder equif 10, 71 5.13 | (3.23) | 14.13 7. 45 (0.14)
0
Profitability |Ratio of netincome beforety 18 62 9.95 | (5.29) | 29.05 14. 97 (0.22)
in paid-in capital (%) (Note ]
Net profit rate (%) 2.47 1.37 | (0.99) 5. 98 2.72 (0. 46)
Earnings per share (NT$) 1.67 0.84 | (0.52) 2.39 1.06 (0.01)
Cash flow ratio (%) | 62.56 | 134.92 | 159.19 | (10.93) 8. 76
Cash flow |Cash flow adequacy ratio ] ] 60.17 | 335.40 | 107.13 | 229.82
Cash reinvestment ratio (%) 3x 1 | 18. 33 25. 23 T 1 3. 30
Degree of |Degree of operating leverag 1. 08 1.13 1.72 1.05 4.24 0.10
leverage |Degree of financial leveragg 1. 05 1.07 1.10 1.01 1.05 1.52

Please explain the reasons for changes in various financialireti@esmost recent two years. (If the change is within g
the explanation is not required).
1. Solvency: The decrease in the current ratio and quick ratiaiigy due to the increase in inventory, account payab
and short-term borrowings.
Decrease in interest coverage ratio is mainly due to @asein net profit for the current period
2. Operating ability: The increase in accounts receivable turmatierand fixed asset turnover ratio is mainly due to th

increase in sales revenue and inventory for the current period.

3. Decrease in various ratios of profitability: It is mainly duthtodecrease in net income for the current period.
4. Cash flow ratio: The decrease in cash flow ratio and easbestment ratio is mainly due to the decrease in bt ca
inflow from operating activities.

Note 1: Cash flow from operating activities refers to cadbwnfso for net cash outflow, it is not applicable.

* If the Company has formulated a standalone financial reposhail also offer an explanation of the Company's

individual financial ratios.

Note 1: The year that has not been audited and attested by CPAsshooted.
Note 2: The companies who are listed or whose shares ard &tagecurities exchange shall include the financial fdata

the year one quarter before the printing date of the annual repotthétiinancial statements of the year for

analysis.
Note 3: Calculation formulas shall be disclosed at the end aitial report:
1. Financial structure
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(1) Debt-asset Ratio = Total Liabilities / Total Assets.

(2) Ratio of Long-term Capital in Property, Plant and Equipméfibtal Equity + Non-current Liabilities) / Net
Property, Plant and Equipment.

2. Solvency
(1) Current Ratio = Current Assets / Current Liabilities.

(2) Quick Ratio = (Current Assets - Inventories - Prepaid Expeh€as)ent Liabilities.

(3) Interest Coverage Ratio = Net Profit before Tax and Intehetgrést Expenses.

3. Operating ability
(1) Receivables turnover rate (including bills receivable tiegulfrom accounts receivable and business

operations) = Net sales / Average accounts receivable in vagoiggls (including bills receivable resulting
from accounts receivable and business operations).

(2) Average Collection Days = 365 / Receivables Turnover Rate.

(3) Inventory Turnover Rate = Cost of Sales / Average Inventory.

(4) Payables turnover rate (including bills payable resulting fromuatsegayable and business operations) =
Cost of sales / Average accounts payable in various periods (incluliéngalyable resulting from accounts
payable and business operations).

(5) Average Days for Sale = 365 / Inventory Turnover Rate.

(6) The property, Plant, and Equipment Turnover Rate = Net S&esage Net Property, Plant, and Equipment.

(7) Total Asset Turnover Rate = Net Sales / Average Totat#\sse

4. Profitability
(1) Return on assets (ROA) = [Gain (loss) after tax + Interest exper{de- interest rates)] / Average total asset

value.

(2) Return on equity = net income after tax / average equity

(3) Net margin = net income / net sales.

(4) Earnings per share = (net incomelividends on preferred shares) / weighted average numbesigdi
shares. (Note 4)

5. Cash flow
(1) Cash flow ratio = net operating cash flow / current liabditi
(2) Net cash flow adequacy ratio = Net cash flow from operatitigitées for the most recent five years /

(capital expenditures + inventory increase + cash dividend) fontist recent five years.

(3) Cash reinvestment ratio = (Net cash flow from operating tetivi cash dividend) / (gross fixed assets value
+ long-term investment + other assets + working capital). (Blote

6. Degree of Leverage:

(1) Degree of operating Leverage = (Net Operating Revenue - \éar@péerating Costs and Expenses) /
Operating Income (Note 6).

(2) Degree of financial Leverage = Operating Income / (Operating Inetmierest Expenses).

Note 4: Special attention shall be paid to the following matiéhen using the calculation formula to earning per share
above:

1. Based on the weighted average number of shares of common stdhblke, manber of issued shares at the end of
the year.

2. For cash capital increase or transaction of treasury stockjrtiuation period should be considered when
calculating the weighted average number of shares.

3. For capital increase by retained earnings or capital suripdu€ampany shall retrospectively adjust the earnings
per share for the past fiscal year and the semi-annual earati@swithout considering the issuance period of
the capital increase.

4. If the preferred stocks are nonconvertible cumulative preferred stcklyidend of the year (whether it is
being distributed or not) shall add or subtract the net losstliemet income after tax. If the preferred stock is
non-cumulative, the dividend of the preferred stock should be webfrom the net profit after tax, if any; if
there is a loss, it shall not be adjusted.

Note 5: Special attention should be paid to the following mattees measuring cash flow analysis:

1. Net cash flow from operating activities refers to thecash inflow from operating activities in the statement of
cash flows.

2. Capital expenditure is the annual cash outflow of capital imezs.

3. The increase in inventory is included only when the balarite &nd of the period is greater than the balance at
the beginning of the period. If the inventory decreases at the endyafahét is counted as zero.

4. Cash dividends include cash dividends from common stock and poleftercés.

5. The gross property, plant, and equipment refer to the total wélpeoperty, plant, and equipment minus
accumulated depreciation.

Note 6: The issuer shall classify the operating costs anditopge expenses as fixed or variable in accordance with their
nature. If it involves estimation or subjective judgment, atenshould be paid to its reasonableness and
consistency.

Note 7: If the Company's shares have no par value or a par valughathelT$10, any calculation that involves the
paid-in capital ratio shall be replaced with the equity rattabutable to the owner of the parent company, as
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shown in the balance sheet.

Calculation formulas:
1. Financial structure

(1) Debt-asset Ratio = Total Liabilities / Total Assets.

(2) Long-term capital to fixed assets ratio = (net shareholdgrsyer long-term liabilities)/net fixed assets.
2. Solvency

(1) Current Ratio = Current Assets / Current Liabilities.

(2) Quick Ratio = (Current Assets - Inventories - Prepaid Expeh€as)ent Liabilities.

(3) Interest Coverage Ratio = Net Profit before Tax and Intehetstrést Expenses.

3. Operating ability

(1) Receivables turnover rate (including bills receivable resulting &ooounts receivable and business operations) =
Net sales / Average accounts receivable in various periodsudingl bills receivable resulting from accounts
receivable and business operations).

(2) Average Collection Days = 365 / Receivables Turnover Rate.

(3) Inventory Turnover Rate = Cost of Sales / Average Inventory.

(4) Payables turnover rate (including bills payable resulting fracouats payable and business operations) = Cost of
sales / Average accounts payable in various periods (includirsgpaiflable resulting from accounts payable and
business operations).

(5) Average Days for Sale = 365 / Inventory Turnover Rate.

(6) Fixed Asset Turnover Ratio = Net Sales/Average Net Hssdt

(7) Total Asset Turnover Rate = Net Sales / Average Totat#\sse

4. Profitability

(1) Return on assets (ROA) = [Gain (loss) after tax + Interest expriite interest rates)] / Average total asset value.

(2) Return on Equity (ROE) = Gain (loss) after tax/Average net equity

(3) Net margin = net income / net sales.

(4) Earnings per share = (net incomdividends on preferred shares) / weighted average number of gsred. (Note
4)

5. Cash flow

(1) Cash flow ratio = net operating cash flow / current liabiti

(2) Net cash flow adequacy ratio = Net cash flow from operatitigittes for the most recent five years / (capital
expenditures + inventory increase + cash dividend) for the most feeepears.

(3) Cash reinvestment ratio = (Net cash flow from operating activitieash dividend) / (gross fixed assets value +
long-term investment + other assets + working capital). (Note 5)

6. Degree of Leverage:

(1) Degree of operating Leverage = (Net Operating Revenue - Vafigi@eating Costs and Expenses) / Operating
Income (Note 6).

(2) Degree of financial Leverage = Operating Income / (Operating Ineémerest Expenses).

Note 3: Special attention shall be paid to the following mattéhen using the calculation formula to earning per share
above:

1. Based on the weighted average number of shares of common stdblk, manber of issued shares at the end of
the year.

2. For cash capital increase or transaction of treasury stockjrtiation period should be considered when
calculating the weighted average number of shares.

3. For capital increase by retained earnings or capital surpiu€ampany shall retrospectively adjust the earnings
per share for the past fiscal year and the semi-annual earati@swithout considering the issuance period of
the capital increase.

4. If the preferred stocks are nonconvertible cumulative preferred sttckiyidend of the year (whether it is
being distributed or not) shall add or subtract the net losstiiemet income after tax. If the preferred stock is
non-cumulative, the dividend of the preferred stock should be webfrom the net profit after tax, if any; if
there is a loss, it shall not be adjusted.

Note 4: Special attention should be paid to the following mattken measuring cash flow analysis:

1. Net cash flow from operating activities refers to thecash inflow from operating activities in the statement of
cash flows.

2. Capital expenditure is the annual cash outflow of capital imezs.

3. The increase in inventory is included only when the balarite &nd of the period is greater than the balance at
the beginning of the period. If the inventory decreases at the endyafahét is counted as zero.

4. Cash dividends include cash dividends from common stock and pteftcés.

5. Gross fixed assets refer to the total fixed assets befduetden of accumulated depreciation.

Note 5: The issuer shall classify the operating costs an@tope expenses as fixed or variable in accordance with their
nature. If it involves estimation or subjective judgment, atienshall be paid to its reasonableness and
consistency.
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Audit Report of the Financial Report for the Most Recent Year from the
Supervisors or Audit Committee

Chaintech Technology Cor
Supervisors' Review Report

Whereas

The Board of Directors has proposed the Company's 20d@né¢ial
Statements and Consolidated Financial Statements thableawn audited
by CPA Hsu Sheng-Chung and CPA Wu Han-Chi of thé @Bn
Pricewaterhouse Coopers (PwC) Taiwan. In conjunctwith the
proposal of the business report, it has been reviewetidogupervisor
and it is considered that there is no disagreement. &jwetris prepared
in accordance with Article 219 of the Company Act.

Please proceed to examine

Sincerely,

2020 Annual Shareholders' Meeting

Chaintech Technology Corp.
Supervisor: Chou Chun-Tsun

Supervisor: Hsu Sheng-Chin

March 30, 2020
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Chaintech Technology Corp.
Supervisors' Review Report

Whereas

The proposal of the Board of Directors to send the Gmyp 2019
annual surplus distribution was reviewed by theesupor and it is
considered that there is no disagreement. The repoprapared in
accordance with Article 219 of the Company Act.

Please proceed to examine

Sincerely,

2020 Annual Shareholders' Meeting

Chaintech Technology Corp.
Supervisor: Chou Chun-Tsun

Supervisor: Hsu Sheng-Chin

May 6, 2020
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VI.

Individual Financial Statements Audited and Attested by CPAs in the Most Recent
Year (see pages 108 to 171 for details).

Consolidated Financial Statements Audited and Attested by CPAs in the Most
Recent Year (please refer to pages 172-230 for details).

Financial Difficulties of the Company and Its Affiliates in the Most Recent Year

to the Publication Date of this Annual Report and their Impact on the Company's
Financial Conditions: None.
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Chapter 7 Review and Analysis of Financial Status and Operation Performance
and Risk Management

l. Financial Status: The main reason for the significant changes in assets, liabilities,
and shareholders' equity in the past two years, and the impact of such changes; if
such changes are significant, future countermeasures should be stated.

Yeal Difference

Items 2019 2018 Amount %
Current assets 1,970,05] 1,728,66 241 ,39¢ 13.96
Investment using equity method - - - -
Property, plant, and equipment 62,003 122,073 (60,070 (49.21
Intangible assets 188,971 - - -
Other assets 23,539 54,784 (31,245 (57.03
Total assets 2,381,61! 2,014,50] 367,117 18.27
Current liabilities 650, 76¢ 279,001 371,763 133.25
Non-current liabilities 10,606 1,376 9,23( 670.78
Total liabilities 661,377 280,37 380,993 135.868
Capital 1,014,98 1,014,984 - -
Capital reserve - - - -
Retained earnings 786,34¢ 831,65( (45,304 (5.45
Other equity (97,541 (112,514 14,973 (13.31
Treasury stock (151, 746) - - -
Total equity attributable to owners 1,552, 047 1,734, 124 (182, 077) (10.50)
of parent company

Non-controlling equity 168, 196 - - -
Total equity 1,720,24 1,734,124 (13,881 (0.80

Analysis of changes in the percentage of increase and decrease: (more than 20% and tloé am

change reaching NT$10 million)

1. The increase in current assets: It is mainly due to the increase in inventory during.the year

2. The increase in intangible assets: It is mainly due to the intangible assets arising fooisirtbes
combination during the year.

3. The decrease in property, plant and equipment: It is mainly due to the disposal of Babdenal
Shanghai Co., Ltd. during the year.

4. The decrease in other assets: It is mainly due to the decrease in long-term investment pre

5. The increase in liabilities: It is mainly due to the increase in short-term borrowings andtscc

payable during the year.

The decrease in retained earnings: It is mainly due to the dedneast income during the current period

The decrease in other equity: It is mainly due to unrealized evalugidity at fair value through other

comprehensive income and exchange differences with subsidiaries.

No
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[I.  Financial Performance: The main reasons for the significant changes in operating
revenue, operating profit, and net profit before tax in the most recent two years,
and the expected sales volume and its basis, as well as the possible impact on the

Company's financial condition and countermeasures.
Unit: NT$ thousand

Yeal Increases :
ltems 2019 2018 (decreases) Change ratio %
Net operating revenue 4,738,18; 4,050,31 687,87 16.99
Operating costs 4,405,54( 3,677,89 727,654 19.78
Gross profit 332,63¢ 372,418 (39,782 (10.68
Operating expenses 200,507 105,121 95,38( 90.73
Operating profit 132,133 267,291 (135,162 (50.57
Non-operating income a 19,7774 39,804 (20,036 (50.33
expenses
Pretax profit 151,904 307,101 (155,198 (50.54
Income tax expenses (14,681 (50,459 35,774 (70.91
Net income 128,67 244,304 (115,625 (47.33

Increase or decrease of change analysis:

1. The decrease in gross profit: It is mainly due to the decrease in gross pecofit@ared with the
same period last year resulting from the different product profile sold during the year

2. The increase in operating expenses: The increase in operating expenses foetthgearis
mainly due to the company combination.

3. The decrease in operating profit: The decrease in operating profit farrtleatoperiod is mainly
due to the increase in gross profit and expenses during the year.

4. The decrease in non-operating income: The increase in hon-operating income during the g
year is due to the exchange losses recorded during the current period, while an exchange
was recorded for the same period last year.

5. The decrease in income tax expense: The decrease in income tax expense farthperod is
mainly due to the decrease in net income for the year.

6. The decrease in net income: The decrease in net income is mainly due to the denetase in
income for the period resulting from the decrease in gross profit and the increasaimgper
expenses.

[l. Cash Flow: Analysis of changes in cash flow in the most recent year,
improvement plans for liquidity shortage, and cash liquidity analysis for the

upcoming fiscal year.
0] Liquidity analysis in the most recent two years

Year 2019 2018 Increases (decreases
Items ratio %
Cash flow ratio (10.93) 159.19 (106.87)
Cash flow adequacy ratio 107.13 335.40 (68.06)
Cash reinvestment ratio (4.51) 25.23 (117.88)

Increase or decrease of change analysis:
Increase/decrease in various cash flow ratios compared to the previous yearitizudecrease in n
cash inflow during the year as compared with the previous period.
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(11

Cash liquidity analysis for the following year.

Cash Flow Analysis

Unit: NT$ thousand

Cash' ba_lance at th Net cash flow froml| Cash outflow Amount of cash Remedl_al measures for cag
beginning of the . P surplus inadequacy
. operating activitie§ for the year -
period for the yea® 3 (inadequacy) Investment Financial plaf
@ 0+@-0 plans
360,088 234,650 68,298 663,036 0 0

Analysis of the changes in cash flow:

1. Business activities: Mainly due to cash inflow resulting from opeyaiofit for expected turnover.

IV. Impact of Major Capital Expenditures on Corporate Finances and Business for the
Most Recent Year
1. The Company had no significant capital expenditure in the most recent year.
2. Expected benefits: Not applicable.

V. Policy on Reinvestment in Other Companies, the Main Reasons for Profit/Loss

Resulting Therefrom, Improvement Plan, and Investment Plans for the Upcoming

Fiscal Year

1. Newly added investment businesses in the most recent year:
In response to the Company's long-term development and planning, the Company has
invested indirectly "Siten Hely (Tienjin)" through 100% controlled subsidiary "Jinghong
Digital Research & Development Service Co., Ltd" on March 1, 2019, and obtained 100%
equity of Al server manufacturer "Beijing SITEN HELY." The total investment amount is
RMB 86,300,000, and the Company possesses 51% equity of Tianjin company.

2. Reasons for the profit or loss from reinvestment and improvement plans:

Unit: NT$ thousand

Name of The initial amount Investee Reason Improvement Plan
reinvestment of investment | Profit or loss for
companies  |December 31, 201 the current perio

Bahamas Federal

Failure to me€g
the Company"'

The disposals of Bahamas
Shanghai and Kede Electron
were approved at the Board
meeting on May 9, 2019, an(

Shanghai Co., Ltd. 343,327 (8,545) operating the transfer of equity interest
expenses by
OEM was com_pleteql on July 2019
the consideration for the
disposal was USD4.88 millio
Shenzhen Jinghon
Digital R&D 499,065 19,717 - -
Service Co., Ltd.
The Company has approved
WISE the winding-up at the Board
PROVIDENCE 5,783 - - meeting on January 30, 201
LIMITED and completed the cancellati

of registration in April 2019.
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3. Investment plan for the coming year: In the hope to tap into the fields of 5G and optical
communication module industry, the Company approved the proposal for investing in
Usenlight Corporation for its 5G product layout at the Board meeting on January 21, 2020.
The number of shares invested is 5,000,000 shares with each share at the amount of NT$30,
totaled NT$150 million, accounting for 13% of the equity interests. The investment has been
made in March.

VI. Risk Management and Evaluation
() The Organizational Structure of Risk Management
The implementation and responsible units of the Company's risk management are as

below:
Risk ltems Responsible Risk Business Items
Department
Operational General Construct corporate value and principles, formulate annual operatitegss,
Strategy Risk Manager mid-to-long-term operational objectives, and evaluate investmamheein
Office combination with the Group core competitiveness, industrial trends, and
international economy.

Financial Risk Financial Provide transparent and credible financial information, operatioadyss and

Division improvement plans, and make appropriate financial planning, intatesisk
hedging, customer credit risk control, account collection, aaadinl crisis
forecasts to reduce corporate risks.

Legal risks Financial Responsible for the preparation and management of contracts, disiddigdtion

Division and mediation cases, collection of laws and regulations, leictighl property and
business secrets protection, bad debt collection and relevarg,affaeduce the
overall legal risks of the Company.

Information Risk Financial Plan and construct information management system, be in chamgenafrk and

Division system information security control, protection measures and systewerg
mechanism, and provide real-time, accurate and suitable nmaeageformation
to the management, so as to reduce the Company's operationfoamation
security risks.

Inventory risk Material Procure raw materials and finished products, and undertake OEMatorgr

Division businesses and inventory management.

Internal Risk Audit Office Draft and implement the annual audit plan based on thegegulsk evaluation,
evaluate the effectiveness of the design and implementattbe Gfompany's
internal control system, and assist the risk management organiaati
operational unit in designing risk management-based control operations.
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(1) Impact of interest rates and exchange rate fluctuations, as well as inflation on the
Company’s profit and loss, as well as future response measures:
1. Changes in interest rates

3.

Apart from share capital and operation profit, the Company's working capital mainly
depends on the bank loan. A bank loan is a kind of liability with a floating interest
rate, so market interest rate changes will also change the effective interestdrate
interest costs, thus influencing the profit or loss of the Company.
As of December 31, 2019, the balance of the Company's bank loan was NT$156,59
thousand, and if the market interest rate increased or reduced by 1%, the Company's
net loss before tax would decrease or increase by NT$1,566 thousand on the
condition that other factors remain unchanged, which accounted for 0.033% of our
consolidated net revenue, having no significant effect on the overall net income after
tax.

The Company's countermeasures for changes in interest rates are as below:

A. Maintain close contact with banks to obtain a preferential interest rate and

actively reduce interest expenses.

B. Refer to the interest rate volatility in domestic and overseas index markets to

grasp the future trend of the interest rate.

Exchange rate changes

The Company is mainly engaged in foreign sales in the US dollar. Therefore, the

Company will also take US$ as the payment currency in procurement as much as

possible to reduce the amount of foreign currency held. In addition, the financial

department of the Company maintains close contact with banks' foreign exchange
department to keep abreast of the trend of the exchange rate as the basis for exchange
settlement, thus reducing the risks arising out of exchange rates. The future
countermeasures are as below:

(1) Effects on the Company's profit or loss: The Company's consolidated profit (loss)
from the exchange in 2019 was NT$(7,086), accounting for 0.15% of the
consolidated net income of the year; there overall exchange profit or loss would
not result in any significant effect.

(2) Future response measures:

A. Pay close attention to the development of domestic and foreign political and
economic conditions and maintain contact with financial institutions to keep
abreast of the changes in the exchange rate.

B. Make judgment upon the trend of the future exchange rate, and adjust the
US$ holding when appropriate, so as to create the most optimal exchange
gain.

C. Hedge possible risks of foreign currency with forwarding exchange contracts
and select credit-worthy financial institutions to enter into contracts.

D. Engage in transactions with steady hedging means instead of speculative
ones as the principle for responding to exchange rate risks.

Inflation

The Company always pays attention to the price fluctuation of raw materials,

maintains good interaction with suppliers, and preset the procurement quantity by

judging the price trend of raw materials, so as to lower the impact of price increases.

(1) Policies on high risk, highly leveraged investments, loans to other parties, endorsements,
guarantees, and derivative financial products transaction, main reasons for the profits or
losses generated thereby, and future countermeasures to be undertaken:

1.

2.

High-risk and highly leveraged investment policies: The Company's policy is to
engage in non-high risk and non-high leveraged investments.

Derivative products transaction policy: The Company follows the principle of
hedging against risks in substantial positions, and disposes of related matters
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(V)

(V)

(V1)

(Vi)

according to the provisions of "Procedures for Acquisition and Disposal of Assets."
The Company didn't get engaged in derivative financial product transaction in 2019.

3. Loan to other parties: The Company's capital loan is only limited to parent company
and subsidiaries, to the exclusion of shareholders or any other parties. In 2019, as the
invested subsidiaries or sub-subsidiaries have capital requirements, sub-subsidiaries
had provided loans for subsidiaries according to the "Procedures for Acquisition and
Disposal of Assets" formulated by the Company.

4. Endorsements and Guarantees for other parties: The Company may conduct
endorsement/guarantee for the companies in which it directly or indirectly holds
more than 90% of the voting shares. The endorsement and guarantee provided by the
Company during 2019 were made according to the "Endorsement/ Guarantee
Operating Procedures” formulated by the Company.

Future R&D projects and expected R&D expenditure

1. Future R&D plans:

(1) Display cards

Develop high, medium and low end gaming graphics cards by using the latest

NVIDIA Ampere series chipset. For high-end gamers, we will develop e-sports

graphics cards with core overclocking, high power consumption and outstanding

heat dissipation performance.
(2) Motherboard

A. Develop iGame series gaming motherboard, including Vulcan and Gaming
MINI iTX series by using the latest Intel 500 series high-end chipset.

B. Develop the Intel 500 LGA1200/AMD AM4 B5XX, A5XX series mid-end
motherboard, including the plan for CVN, Tomahawk, and GeForce series
product line.

C. Development of UEFI multi-language graphical BIOS enhanced version.

(3) High performance data computing solution

Develop GPU computing server cluster management and development tool

software system for Al in-depth learning, machine learning and big data analysis

based on the technology of Docker, Kubernetes containerization and container
management.

2. Expected R&D expenditure:

In order to maintain the Company’s competitiveness, the Company has diversified

product research and development and attached great importance to resource input
for R&D. In 2020, the expenditure related to R&D is expected to maintain at a
similar level to 2019, within 1% of the revenue.

Changes in domestic and overseas policies and laws that impact the company’s financial

operations and countermeasures:

There have been no matters arising out of changes in domestic and overseas laws that

have influenced the Company's finance and business in the most recent year. The

operating team of the Company will continuously pay close attention to the changes in
policies and laws that may affect the Company's operation, and make quick response
thereof.

Impact of changes in technology and industry on the Company’s financial operations,

and related countermeasures:

In recent years, the biggest change in technology lies in electronization, and the

Company has also been electronized as well. Whether in internal procedures or external

connections, it has applied the newest technologies, hence lowering the cost.

The impact of changes in the corporate image on the Company's crisis management and

the countermeasures:

The Company has always valued corporate image and risk management. Currently, there

is no foreseeable crisis. If there are matters occurring that influence the Company's
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(XIV)

corporate image or lead to any enterprise crisis, the Company will set up a project team

that is in full charge of formulating the countermeasures.

The expected benefits and possible risks to engage in mergers and acquisitions (M&A)

and the countermeasures: None.

The expected benefits and possible risks to expand the plants and the countermeasures:

None.

Risks resulting from concentrated purchases or sales:

In terms of procurement: The Company follows the raw material procurement policy of

maintaining two or more suppliers and diversifying raw material sources while keeping

long-term close partnerships with suppliers to ensure the sufficient supply of raw
materials.

In terms of sales: Although the Company's sales are concentrated in some regions, the

Company has established long-term cooperative relationships with its existing customers.

On the other hand, the Company will also strive to develop new customers to expand

and diversify the distribution channels and strive to reduce the risks concerning sales

concentration.

Impact and risks resulting from major equity transfer or replacement of Directors,

Supervisors, or shareholders holding more than 10 percent of the Company's shares, and

the countermeasures: None.

Impact and risk of changes in management right, and the countermeasures: None.

If the Company gets involved in litigation or non-litigation events, the litigation,

nonlitigation and administrative litigation events involving the Company and its

directors, supervisors, general manager, substantial principal, shareholders holding more

than 10% shares and affiliated companies shall be disclosed. If the results may have a

substantial impact upon the shareholders' equity or share price, the disputed fact, subject

matter amount, start date, parties involved and the current status shall be disclosed:

None.

Other important risks and the countermeasures:

(1) Risk evaluation for information security: Some time ago, the production line of
TSMC crashed and incurred significant losses due to the partial infection of its
machines by ransomware. Chaintech's production line is fully outsourced, and the
outsourced production line machines are not connected to Internet, rendering
relatively lower risks for such crashes. Furthermore, all personal PCs and laptops in
our offices have installed antivirus software and the virus scans are regularly
performed. The Company back-up its data on a daily basis and install firewall
devices. To date, no material information security event had occurred due to any
virus.

In 2019, the Company audited its cybersecurity operating systems and had not found
any material anomaly; therefore, no improvement nor countermeasure is required.

(2) Effect arising from the outbreak of COVID-19 (coronavirus): Recetitly,supply
chain of products have been impacted by the effects of COVID-19, which
accelerates the transfer and dispersion trend of the supply chain, causing risks of
downwards development for economic growth in China and worldwide. The
primary sales region of the Company is China. In the future, the Company will
adjust its structure and business with flexibility and enhance its control over the
working capital, so as to respond to various market changes.

Other important items: None.
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Chapter 8 Special Notes

l. Information on Affiliated Companies
0] Consolidated Business Report of Affiliated Companies

1. Organization chart of affiliated companies

2425
Chaintech Technology
(parent company)

Shenzhen Jinghond
Digital R&D
Service Co., Ltd.
100%

Sitonholy (Tianjin)
technology Co., Ltd

51%

Beijing Sitonholy
technology Co., Ltd

100%

91



2. Basic information of affiliated companies

Unit: NT$ thousand

Name of business Date of Address Actual paid-in Main business or production items
Incorporation capital
Shenzhen Jinghong Digital R&D 2012.08 (3A, 3F., Aozhihao Parking Complex, Xinzhou [NT$499,045 |Technology research and development 3

Service Co., Ltd.

Fourth Street, Futian District, Shenzhen trading of electronic products, computer
hardware, and peripheral devices

Sitonholy (Tianjin) technology Co., L{ Yixianyuan Science Industrial Park, Wuging computers, servers, and high-performan

2018.07 |[Floor 1, D Building, Zhongshan Road East, [NT$93,677 |Manufacturing and sales of electronics &

District, Tianjin City, PRC computing server

Beijing Sitonholy technology Co., Ltd West Road, Haidian District. Beijing City, PRC computers, servers, and high-performan

2012.05 [Room 317, Jintaifudi Mansion, Anningzhuang|NT$34,440 |Manufacturing and sales of electronics g

computing server

3. For those who are concluded as the existence of the controlling and subordinate relationspiagomfof the same shareholders:

None.

4. Industry and interactive division of labor of overall affiliated companies:

(1) Industries: Electronics, R&D Centers, and General Investments

(2) Interactive division of labor situation:

a.
b.

The Company is responsible for the order receiving, procurement and sales.
Shenzhen Jinghong Digital R&D Service Co., Ltd. is responsible for product reseatcdevelopment and trading of

electronic peripherals.
The Company invested in Sitonholy (Tianjin) technology Co., Ltd, responsible for the produdtimaaufacturing of server

products, through Jinghong.
The Company invested in Beijing Sitonholy technology Co., Ltd, responsible for the production and manufacsenwer of
products, through Sitonholy (Tianjin) technology Co., Ltd.
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5. Information of directors, supervisors, and general managers in all affiliated companies

Unit; Share; %

Name of business Title Name or representative Number of Shares Held
Number of sharel Shareholding rati
Shenzhen City Jinghong Digital Chairman Chaintech Technology Corporation Note 100%
Etgsearch & Development Service C Representative: Chu, Ping
Sitonholy (Tianjin) technology Co., |Chairman Wang, Wei Note 519%
Ltd Shenzhen Jinghong Digital R&D Service Co., L
Director Representative: Chu, Ping
Director Representative: Tan, Li-Ing
Supervisor Guo, Rui-Ling
Shenzhen Jinghong Digital R&D Service Co.,L1
Supervisor Representative: He, Bo
Beijing Sitonholy technology Co., Lt{Chairman Sitonholy (Tianjin) technology Co., Ltd Note 100%

Representative: Wang, Wei
Sitonholy (Tianjin) technology Co., Ltd
Representative: Wang, Shou-Zheng

Supervisor

Note: A company with limited liability; therefore, no number of shares.
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6. Operation Overview of Affiliated Companies

Unit: NT$ thousand
Profit or loss| Earnings (losq
_ _ Total Operating | Operating |for the curren  per Share
Name of business Capital Total assety . . Net Value _ _
liabilities revenue profit period (NT$) (after
(after tax) tax)
Shenzhen Jinghong Digital R&D Service |
499,041 494,784 22,43¢ 472,344 175,33: (4,799 19,71 -
Co., Ltd.
Sitonholy (Tianjin) technology Co., Ltd 93,677 432,30( 118,607 313,691 905,34 74,029 52,00( -
Beijing Sitonholy technology Co., Ltd 34,44( 59,386 10,475 48,911 103,217 (6,600 (8,189 -

(I Consolidated financial statements of affiliated companies: Due to the Consistency of compilation subject betweesolitiated
financial statements of the consolidated financial statement for parent company and subsidiaries, the financial staements al
consolidated.

() Relations report: None.
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Il. Private Placement Securities in the Most Recent Year to the Publication Date of
this Annual Report: None.

[ll.  Holding or Disposal of the Company's Shares by the Subsidiaries of the Most
Recent Year to the Date of Publication of this Annual Report: None.

IV. Other Necessary Supplements: None.

Chapter 9 Events of Considerable Img on Shareholders’ Equity or on Prices of
Securities as Specified in Section 2, Paragraph 2 of Article 36 of the
Securities and Exchange Act that has occurred in the most recent year up
to the publication date of this annual report: None.
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Appendix I: Individual Financial Report for the Most Recent Year

Independent Auditors' Report
(109)Financial Review Reference N0.19004698

To Chaintech Technology Corp.,

Audit Opinions

The independent auditors have audited the accompanying auditors have audited the accompanying
parent company only balance sheets of Chaintech Technology Corp. as of December 31, 2019 and
2018, and the related parent company only statements of comprehensive income, parent company
only statements of changes in equity, parent company only statements of cash flows, and notes to
the parent company only financial statements (including summary of significant accounting policies)
for the years ended December 31, 2019 and 2018.

In our opinions, the accompanying parent company only financial statements, in all material
respects, give a true and fair view of the parent company only financial position of Chaintech
Technology Corp. as of December 31, 2019 and 2018, and of its parent company only financial
performance and its parent company only cash flows for the years then endedrdamce with

the "Regulations Governing the Preparation of Financial Reports by Securities Issuers.”

Basisfor Audit Opinion

For the parent company only financial statements for the year ended December 31, 2019, we
conducted our audit in accordance with the "Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants,” "Financial Supervisory Commission Letter
Jin-Guan-Zheng-Shen-Zi No. 1090360805 dated February 25, 2020," and Generally Accepted
Auditing Standards (GAAS) of the Republic of China. For the parent company only financial
statements for the year ended December 31, 2018, we conducted our audit in accordance with the
"Regulations Governing Auditing and Attestation of Financial Statements by Certified Public
Accountants,"” and GAAS of the Republic of China. Our responsibility under such standards will be
further explained in the section titled "Responsibilities of Certified Public Accountants foingudit
Parent Company Only Financial Statements."” We are independent of Chaintech Technology Corp.
in accordance with The Norm of Professional Ethics for Certified Public Accountant of the
Republic of China, and we have fulfilled our other ethical responsibilities in accord@hchese
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
serve as the foundation of our audit opinion.

Key Audit Matters

Key audit matters refer to matters that, in our professional judgment, were of most signiiicance

our audit of the Parent Company Only Financial Statements of Chaintech Technology Corp. for the
year ended December 31, 2019. These matters were addressed in the context of our audit of the
parent company only financial statements as a whole, and in forming out opinion thereon, and we
do not provide a separate opinion on these matters.

Key audit matters for the Parent Company Only Financial Statements of Chaintech Technology
Corp. for the year ended December 31, 2019 are stated as follows:

-96-



Salesrevenue cut-off

Description

Regarding the recognition of accounting policy for sales revenue, please refer to Ny ¢f

the parent company only financial statements. For accounting description for sales revenue, please

refer to Note VI (XIV) of the parent company only financial statements.

Chaintech Technology Corp. has engaged in the trading and manufacturing of computer peripherals.

Sales turnover of goods is recognized when the goods are delivered out. However, teeaales

will not be recognized until the customer take the delivery of goods and the transfer control has

passed. Chaintech Technology Corp. mainly relies on the statements or other information provided

by the depositary of the delivery warehouse, then uses the actual shipment made by theavarehous
to the customer as the basis for recognizing the income.

The recognition of the turnover from the warehouse is based on the information and report provided

by the depositary as the basis for recognizing the sales revenue. These revenue recognitions

generally involve a large number of manual operations. Considering that the volume of the
shipments of Chaintech Technology Corp. is large, and the amount of transaction befafterand

the financial statement date has a significant impact on the financial statements, the independent

auditors have thus listed the sales revenue as the most important matter for this year's audit.

Corresponding audit procedures

The independent auditors have performed the following key audit procedures for the matter

mentioned above:

1. Understand revenue recognition and adjustment procedures for revenue cut-off for shipment
from the depositary of warehouse of Chaintech Technology Corp. Then, inspect the
appropriateness of the revenue's recognition from the warehouse, including understanding of
the relevant internal control procedures, obtaining information and the statements provided by
the depositary.

2. Carry out an internal control test for the sales revenue from the warehouse in ordlee gure
that Chaintech Technology Corp. determines the sales recognition when the customer receives
the delivery of goods and the right of control is transferred.

3. Perform a closing test for sales revenue from delivery of warehouseseidaia period before
and after the balance sheet date, including the verification of shipment certificates and that
revenue recognition is recorded in the appropriate period.

4. Perform random checks on physical stock taking and on-site inventory observation in the
warehouse and check if the inventory quantity on the record is correct.

Assessment of purchase price allocation

Description

Chaintech Technology Corp. acquired a 51% equity interest in Sitonholy (Tianjin) Technalggy C

Ltd. through Shenzhen Jinghong Digital R&D Service Co., Ltd. at the amount of RMB 86,360

thousand (including contingent consideration of RMB 44,360 thousand).

This merger and acquisition (M&A) case was accounted for using the acquisition method. The

purchase price was measured based on the purchase price allocation (PPA) repotyissued

Chaintech Technology Corp.'s designated external expert, and identifiable assets of Sitonholy

(Tianjin) Technology Co., Ltd. acquired and its liabilities assumed were allocated accordmgly

the amount of M&A is large and PPA assumption involves management's estimates, it has a material

impact on the financial statements; therefore, we have included the M&A case in the key audit

matters for this year.

Corresponding audit procedures

The independent auditors have performed the following key audit procedures for the matter

mentioned above:

1. Audit the internal control procedures for M&A transactions, including reviewing the M&A
contract and checking relevant vouchers.

2. Obtain the acquiree's financial information and assess management's identification of the
acquiree's net identifiable assets and liabilities assumed on the acquisition date in accordance
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with relevant accounting standards.

3. Review the rationality of management's valuation model for identifiable intangible assets or
contingent consideration and its cash flow forecasting, including the following procedures:
(1) Check the settings of the valuation model's parameters and formulas.

(2) Compare the revenue growth rate, gross profit margin, and operating profit magyloyus
the model with historical results and industry data.
(3) Compare the discount rate used with other comparable targets in the market.

Responsibility of the Management and the Governing Body for the Parent Company Only

Financial Statements

The management is responsible for the preparation and fair presentation of the parent company only

financial statements in accordance with the "Regulations Governing the Preparation of Financial

Reports by Securities Issuers,” and for such internal control as the management deisrmines

necessary to enable the preparation of the parent company only financial statements that are fr

from material misstatement, whether due to fraud or error.

In preparing the parent company only financial statements, the responsibility of the management

includes assessing Chaintech Technology Corp.'s ability to continue as a going concerimglisclos

going concern related matters, as well as adopting going concern basis of accounting unless the
management intends to liquidate Chaintech Technology Corp. or terminate the business, or has no
realistic alternative but to do so.

Those charged with governance, including the supervisors, are responsible for overseeieghChaint

Technology Corp.'s financial reporting process.

Responsibilities of Certified Public Accountantsfor Auditing 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 ancenwr,

issue an auditors' report that includes our opinion. Reasonable assurance is a hijlassvebnce,

but is not a guarantee that an audit conducted in accordance with Generally Accepted Auditing

Standards (GAAS) of Republic of China will always detect a material misstatement when it exists.

Misstatements may arise from fraud or error. If it could be reasonably anticipated thadstadeami

individual amounts or aggregated sum could have influence on the economic decisions made by the

users of the parent company only financial statements, it will be deemed as material.

As part of an audit in accordance with GAAS of Republic of China,exarcise professional

judgment and maintain professional skepticism throughout the audilsé/eexecute the following

tasks:

1. Identify and assess the risks of material misstatement of the garapany only financial
statements, whether due to fraud or error, design and perform aackidpres responsive to
those risks, and obtain audit evidence that is sufficient and appropriatidepa basis for our
opinion. The risk of not detecting a material misstatement resulting feard & higher than that
resulting from error, as fraud may involve collusion, forgeiytentional 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 a
opinion on the effectiveness of Chaintech Technology Corp.'s internal control.

3. Evaluate the appropriateness of accounting policies adopted by the management and the
reasonableness of the accounting estimates and related disclosures made accordingly.

4. Conclude on the appropriateness of the management's use of the going concern basis of
accounting and, based on the audit evidence obtained, determine whether a material uncertainty
exists related to events or conditions that may cast significant doubt on Chaintech Technology
Corp.'s ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the related disclostiregparent
company only financial statements; or, if such disclosures are inadequate, we are required to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
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our auditor's report. However, future events or circumstances may cause ChEsctaublogy
Corp. to no longer continue as a going concern.

5. Evaluate the overall expression, structure, and contents of the parent company only financial
statements (including related notes) and whether the parent company only financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient and appropriate audit evidence with regard to the financial information of the
entities within Chaintech Technology Corp. to express an opinion about the parent company
only financial statements. We are responsible for the guidance, supervision and perfafmance
the parent company audit, and is responsible for forming the audit opinion to the Parent
Company Only Financial Statements.

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 The

Norm of Professional Ethics for Certified Public Accountant of the Republic of Chyaadiag

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.

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, 2019 and are therefore the key audit matters. We describe these matter
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.

PwC Taiwan

Sheng-Chung Hsu
Certified Public Accountants
Han-Chi Wu

Financial Supervisory Commission

Approved Certification Number: Financial Control
Certificate No. 1010034097

Former Securities and Futures Bureau Committee
Approved Certification No.: (2011)TCZ(6)Z2157088

March 27, 2020
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Chaintech Technology Corp.

Parent Company Only Balance Sheets
For the Years Ended December 31, 2019 and 2018

Unit: NT$ thousand

December 31, 201 December 31, 201
Assets Notes A m o u n i % A m o u n | %
Current assets

1100 Cash and cash equivalents VI (1) $ 187.56! 9 $ 481 21 24
1110 Current financial assets at fair VI (Il)

value through profit or loss 2,17: - 1,75¢ -
1170 Accounts receivable, net VI (V) 227 71 11 232 58 11
1180 Accounts receivable due from VI (IV) and VII

related parties, net 616,78! 3C 685,97 34
1200 Other receivables - - 155 -
1220 Current tax assets 24.26" 1 - -
130X Current inventories VI (V) 290.32. 14 95 83° 5
1470 Other current assets VI (Vl) and VIII 63.83" 3 53.80¢ 3
11XX Total current assets 1,412,66 6E 1,551,32. 77

Non-current assets

1517 Non-current financial assets at f VI (Ill)

value through other

comprehensive income 137,04! 6 108,98! 6
1550 Investment accounted for using VI (VII)

equity method 472,34¢ 23 346,20( 17
1600 Property, plant and equipment VI (VIII) 55 27° 3 . ;
1755 Right-of-use assets VI (IX) 5 92t _ _ _
1840 Deferred tax assets VI (XX) 343t _ 6 _
1900 Other non-current assets 53 _ 5 _
15XX Total non-current assets 674,07 32 455,191 23
IXXX Total assets $ 2,086,774 100 $ 2,006,521  10C

(Continued)

-100-



Chaintech Technology Corp.
Parent Company Only Balance Sheets
For the Years Ended December 31, 2019 and 2018

Unit: NT$ thousand

December 31, 2019 December 31, 2018

Liabilities and equity Notes Amount % Amount %

Current liabilities
2100 Current borrowings VI (X) $ 156,59° 8 $ - -
2150 Notes payable 24 - - -
2170 Accounts payable 319,00 15 156,85! 8
2200 Other payables Vil 52,83¢ 3 63,17 3
2230 Current tax liabilities - i, 52,17( 3
2280 Current lease liabilities 6,04( . R .
2300 Other current liabilities 94 - 197 -
21XX Total current liabilities 534,60 2¢ 272,391 14
2XXX Total liabilities 534,69 o€ 272,39 14

Equity

Share capital VI (XI)
3110  Ordinary share 1,01498  4¢ 1,01498 51

Retained earnings VI (XI)
3310 Legal reserve 122,29 6 97,85¢ 5
3320 Special reserve 112,51 5 88.48: 4
3350 Retained earnings 551,54: 2¢ 645,31 32

Other equity interest
3400 Other equity interest ( 97,547 ( 5) ( 112,519 ( 6)
3500 Treasury shares VI (XXII) ( 151,741 ( 7) . .
3XXX Total equity 1,552,04 74 1,734,12. _ 8€

Significant contingent liabilities IX

and unrecognized contract

commitments

Significant events after theend of Xl

thefinancial reporting period
3X2X Total liabilitiesand equity $ 2,086,74 100 $ 2,006,52! 10C

The accompanying notes are an integral part of the parent nproply financial statements. Please refer to it as wel

Chairman: Shu-Jung Kao

Manager: Shu-Jung Kao
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Chaintech Technology Corp.
Parent Company Only Statements of Comprehensive Income
For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand
(Except for earnings per share expressed in New Taiwan Dollar)

2019 2018
Items Notes Amount % Amount %
4000 Operating revenue VI (XIV) and VIl $ 3,591,11 10C $ 3,755,13i 10C
5000 Operating costs VI (V) (XVIIT)
(XIX) ( 3,432,84) ( 96) ( 3,397,18) ( 91)
5950 Gross profit from operations 158,26 4 357,95! 9
Oper ating expenses VI (XVII) (XIX)
and VII
6100 Selling expenses ( 50,24Y) ( 1) ( 52,277) ( 1)
6200 Administrative expenses ( 24,926 ( 1) ( 31,697 ( 1)
6300 Research and development
expenses ( 3,409 - ( 3,169 -
6000 Total operating expenses ( 78,57) ( 2) ( 87,129 ( 2)
6900 Net operating income 79,69 2 270,82¢ 7
Non-oper ating income and
expenses
7010 Other income VI (XV) 5,68: - 6,85¢ -
7020 Other gains and losses VI (XVI) 14,88: 1 29,97¢ 1
7050 Financial costs VI (XVII) ( 5,687) - ( 2,165
7070 Share of profit or loss of VI (V)
subsidiaries, associates, and j¢
ventures accounted for using
equity method 11,17: - ( 11,067) -
7000 Total non-operating income
and expenses 26,05¢ 1 23,60¢ 1
7900 Profit before tax 105,74t 3 294,43: 8
7950 Tax income (expense) VI (XX) 1,19 - ( 50,130 ( 2)
8200 Profit $ 106,94. 3 % 244,30 6
Other comprehensiveincome, net
Components of other
comprehensiveincome that will
not bereclassified to profit or loss
8316 Unrealized gains (losses) from VI (l1l)
investments in equity instrume
measured at fair value through
other comprehensive income $ 28,06( 1 (% 75,999 ( 2)

8310 Components of other
comprehensive income that
will not bereclassified to
profit or loss 28,06( 1 ( 75,999 ( 2)
Components of other
comprehensive income that will
be reclassified to profit or loss
8361 Exchange differences on
translation ( 13,087 ( 1) ( 7,212) -
8360 Components of other
comprehensive income that
will be reclassified to profit

or loss ( 13,087 ( 1) ( 7,212) -

8300 Other comprehensive income, net $ 14,97 - (% 83,21) ( 2)

8500 Total comprehensiveincome $ 121,91! 3 $ 161,09: 4
Basic earnings per share VI (XXI)

9750 Basic ear nings per share $ 1.06 $ 2.3¢
Diluted earnings per share VI (XXI)

9850 Diluted earnings per share $ 1.06 $ 2.3¢

The accompanying notes are an integral part of the parent comparfjnantial statements. Please refer to it as well.
Chairman: Shu-Jung Kao Manager: Shu-Jung Kao Accounting Officer: Yu-Nu Lai
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Chaintech Technology Corp.
Parent Company Only Statements of Changes in Equity

For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand

Retained earnings Other equity
Unrealized gains/losses on
Exchange difference arising frol financial assets at fair value
translation of foreign operation through
Notes Share capital - Ordinary shares Legal reserve Special reserve Unappropriated retained earnings financial statements other comprehensive income Treasury shares Total equity
2018

Balance as of January 1, 2018 $ 1,092,48 $ 97,85! $ 84,13: $ 47845 (% 29,30 ) $ . $ - $ 1,723,62
Amount of adjustment caused by modified retrospectiethod
(Note) - - - ( 328 ) - - - ( 328 )
Balance after adjustment as of January 1, 2018 1,092,48; 97,85¢ 84,13: 478,12 ( 29,30 ) - - 1,723,30.
Profit - - - 244,30 - - - 244,30«
Other comprehensive income - R R - ( 721. ) ( 75,99¢ ) - ( 83,217 )
Total comprehensive income - - - 244,30 ( 721: ) ( 75,99¢ ) - 161,09:
Earnings appropriation and distribution: VI (XHI)

Special reserve appropriated - . 4,35( ( 4,35( ) - - - -
Purchase of treasury shares - - - - - - ( 150,27: ) ( 150,27: )
Retirement of treasury shares ( 77,500 ) . . ( 72,77: ) - - 150,27: -
Balance as of December 31, 2018 $ 1,014,98 $ 97,85! $ 88,48: $ 645,31 ( $ 36,51 ) ( $ 75,99 ) $ - $ 1,734,12

2019
Balance as of January 1, 2019 $ 1,014,98 $ 97,85 $ 88,48 $ 645,31 ( $ 3651 ) (___$ 75,99! ) $ - $ 1,734,12
Profit - - - 106,94 - - - 106,94
Other comprehensive income - . - - ( 13,087 ) 28,06( - 14,97:
Total comprehensive income - - - 106,94 ( 13,08 ) 28,06( - 121,91
Earnings appropriation and distribution: VI (XII)

Legal reserve appropriated - 24,43 - ( 24,43 ) - - - -

Special reserve appropriated - - 24,03: ( 24,03; ) - - R .

Cash dividends R R R ( 152,24( ) R R - ( 152,24¢ )
Purchase of treasury shares - - - R R R ( 151,74t ) ( 151,74¢ )
Balance as of December 31, 2019 $ 1,014,98 $ 122,29 $ 112,51 $ 551,54 (3 4960 ) ($ 4793 ) (_$ 151,74 ) $ 1,552,04

Note: For IFRS 9, the Group made adjustments as atdaf, 2018 using the modified retrospective method.

The accompanying notes are an integral part of the parent comparfinantjal statements. Please refer to it as well.

Chairman: Shu-Jung Kao Manager: Shu-Jung Kao Accounting Officer: Yu-Nu Lai
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Chaintech Technology Corp.
Parent Company Only Statements of Cash Flows
For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand

Notes 2019 2018
Cash flows from (used in) operating activities
Profit before tax $ 105,74¢ $ 294 ,43¢
Adjustments
Adjustments to reconcile profit (loss)
Depreciation expense VI (VI (IX)
(XVII) 14,822 25
Valuation adjustment for financial assets at fe VI (Il) and (XVI)
value through profit or loss ( 447) ( 185)
Interest income ( 2,437) ( 2,335)
Interest expense VI (XVII) 5,682 2,165
Dividend income VI (XV) ( 3,053) ( 4,340)
Share of (profit) loss of subsidiaries accounte
for using equity method ( 11,172) 11,061
Gain on disposal of investments accounted f
using equity method ( 25,94%) -
Changes in operating assets and liabilities
Changes in operating assets
Financial assets at fair value through profit
loss 30 ( 1,570)
Accounts receivable (including related
parties) 74,06¢ 134,292
Other receivables 155  ( 145)
Inventories ( 194,491) 18,957
Other current assets ( 1,657) ( 1,828)
Changes in operating liabilities
Notes payable 24 -
Accounts payable (including related patrtie: 162,240 ( 55,42¢%)
Other payables ( 10,511) 27,802
Other current liabilities ( 99) ( 36)
Cash inflow generated from operations 112,95¢ 422,872
Interest received 2,437 2,335
Dividends received 3,053 4,340
Interest paid ( 5,302) ( 2,165)
Income tax paid ( 78,67z) ( 178)
Net cash flows from operating activities 34,47¢ 427,204
Cash flows from (used in) investing activities
Acquisition of financial assets at fair value througt
other comprehensive income - 184,98¢)
Acquisition of investments accounted for using eq VI (VII)
method ( 259,60¢) -
Disposal of investments accounted for using equit VI (VII)
method 157,53¢ -
Acquisition of property, plant and equipment VI (XXII) ( 48,597) ( 20,01€)
Increase (decrease) in other current assets ( 28,39() 19,192
Increase in other non-current assets ( 48) -
Net cash flows used in investing activitie ( 179,10%) ( 185,807)
Cash flows from (used in) financing activities
Increase in short-term loans 156,597 -
Payments of lease liabilities ( 1,57C) -
Cash dividends paid VI (XII) ( 152,24¢) -
Payments to acquire treasury shares ( 151,74¢) ( 150,273)
Net cash flows used in financing activitie ( 148,965) ( 150,273)
Effect of exchange rate changes ( 51) -
Net increase (decrease) in cash and cash equivalen ( 293,64¢) 91,124
Cash and cash equivalents at beginning of period 481,211 390,087
Cash and cash equivalents at end of period $ 187,56¢ $ 481,211

The accompanying notes are an integral part of the parent comparinantjal statements. Please refer to it as well.

Chairman: Shu-Jung Kao Manager: Shu-Jung Kao Accounting Officer: Yu-Nu Lai
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Chaintech Technology Corp.
Notes to the Parent Company Only Financial Statements
For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand
(Unless specified otherwise)

Company History

(1

(In)

The original East Chaintech Technology Co., Ltd. was established in November
1986 and was renamed as Chaintech Technology Corp. (hereinafter referred to as
the "Chaintech") in January 2013. Approved by the Securities and Futures Bureau
as an OTC-listed company in December 1997, Chaintech was transferred to be a
listed company and was listed at the stock exchange market on August 17, 2000.
Chaintech is principally engaged in the business of buying and selling and
manufacturing of motherboards, display cards, and computer peripherals.

Colorful Group Ltd. (hereinafter referred to as "the Colorful Group") acquired 10%
equity in Chaintech indirectly through Zhongjie Xingye Co., Ltd., and acquired
100% equity in Yicheng International Development Co., Ltd. (which held 36.2%
equity of Chaintech) in June 2014. Therefore, Colorful Group held 46.2% equity in
Chaintech indirectly, and obtained more than half of the seats in Chaintech's Board
of Directors. In June 2017, Zhongjie Xingye Co., Ltd. sold all the equity of
Chaintech it held. In July 2016, Yicheng International Development Co., Ltd. sold
the equity of Chaintech to 26.11%. As of December 31, 2019, the Colorful Group
indirectly held 28.11% of the equity in Chaintech through Yicheng International
Development Co., Ltd.

Approval Date and Procedures of the Parent Company Only Financial Statements

The parent company only financial statements were approved by the Board of Directors on
March 27, 2020.

Application of New and Amended Standards and Interpretations

0] The impact of adopting new and amended International Financial Reporting
Standards ("IFRSs") endorsed by the Financial Supervisory Commission, R.O.C
("FSC")
New standards, interpretations and amendments endorsed by the FSC effective from
2019 are as follows:
Effective date by
International Accounting
New standards, interpretations, and amendments Standards Board
Amendments to IFRS 9 "Prepayment Features with Negative January 1, 2019

Compensation”

IFRS 16 "Leases" January 1, 2019
Amendments to IAS 19 "Plan Amendments, Curtailment or SettlemeJanuary 1, 2019
Amendments to IAS 28 "Long-term Interests in Associates and JoinJanuary 1, 2019
Ventures"

IFRIC 23 "Uncertainty over Income Tax Treatments" January 1, 2019
Annual Improvements to IFRSs 2015-2017 Cycle January 1, 2019

Except for the following, the aforementioned standards and interpretations have no
significant impact to Chaintech's financial condition and financial performance
based on the Chaintech's assessment.

IFRS 16 "Leases"

1. IFRS 16 "Leases" supersedes IAS 17 "Leases" and its relevant IFRIC
interpretations and SIC interpretations. The standard requires lessees to
recognize a right-of-use asset and a lease liability (except for those leases with
terms of 12 months or less and leases of low-value assets). The accounting
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stays the same for lessors, which is to classify their leases as either finance

leases or operating leases and account for those two types of leases differently.

IFRS 16 only requires enhanced disclosures to be provided by lessors.

2. When applying the 2019 version of IFRSs as endorsed by the FSC, Chaintech
elects to adopt IFRS 16 without restating the comparative information
("modified retrospective approach" hereinafter) and made adjustments to
lessee lease contracts by increasing the right-of-use assets by NT$7,406 and
increasing lease liabilities by NT$7,406 on January 1, 2019.

3.  Upon initial adoption of IFRS 16, Chaintech adopts the following practical
expedients:

(1) Contracts that have previously been identified as leases under IAS 17 and
IFRIC 4 are not reassessed as to whether they are (or contain) leases but
are treated by applying related IFRS 16 requirements.

(2) Applying a single discount rate to a portfolio of leases with reasonably
similar characteristics.

(3) Applying the short-term lease method to leases that end before December
31, 2019. The rental expense recognized for these leases in 2019 was
NT$168.

(4) Excluding the initial direct costs from the measurement of the
right-of-use assets.

(5) Using hindsight in determining the lease term when the contracts contain
options to extend or terminate the leases.

4. Chaintech applied Chaintech's incremental borrowing rate to calculate the
present value of lease liabilities. The interest rate was 3%.

5. Chaintech discloses the amounts of its operating lease commitments pursuant
to IAS 17. Below is the reconciliation of the present value after discount using
the incremental borrowing rate upon the initial application date and the lease
liability recognized on January 1, 2019.

Operating lease commitments applying IFRS 17 "Disclosures” as at Deci $ 7,848
31, 2018
Add: Reassessment of lease contracts that were originally identified as &
service contract 141
Total value of lease contracts for which the recognition of a lease liability
required pursuant to IFRS 16 as at January 1, 2019 7,989
Chaintech's incremental borrowing rate as at the initial application date _3%
Lease liability recognized pursuant to IFRS 16 as at January 1, 2019 $ 7,40€
(1 Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not

yet adopted by Chaintech
New standards, interpretations and amendments endorsed by the FSC effective from
2020 are as follows:
Effective date by
International Accounting
New standards, interpretations, and amendments Standards Board
Amendments to IAS 1 and IAS 8 "Disclosure Initiative - Definition ofJanuary 1, 2020
Materiality"
Amendments to IFRS 3 "Definition of a Business" January 1, 2020
Amendments to IFRS 9, IAS 39, and IFRS 7 "Interest Rate BenchmJanuary 1, 2020
Reform"

The above standards and interpretations have no significant impact to Chaintech's
financial condition and financial performance based on Chaintech's assessment.
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(1 Impact of IFRSs issued by IASB but not yet endorsed by the FSC
New standards, interpretations and amendments issued by IASB but not yet
included in the IFRSs as endorsed by the FSC are as follows:
Effective date by International
New standards, interpretations, and amendments Accounting Standards Board
Amendments to IFRS 10 and IAS 28 "Sale or Contribution oTo be determined by Internatiot
Assets between an Investor and its Associate or Joint VentuAccounting Standards Board
IFRS 17 "Insurance Contracts" January 1, 2021
Amendments to IAS 1 "Classification of Liabilities as CurrenJanuary 1, 2022
Non-Current"

The above standards and interpretations have no significant impact to Chaintech's
financial condition and financial performance based on Chaintech's assessment.
IV.  Summary of Significant Accounting Policies
The principal accounting policies applied in the preparation of these parent company only
financial statements are set out below. These policies have been consistently applied to all
the periods presented, unless otherwise stated.
() Compliance statement

These parent company only financial statements are prepared in accordance with

the Regulations Governing the Preparation of Financial Reports by Securities

Issuers.

(m Basis of preparation

1. The parent company only financial statements have been prepared based on
historical cost convention.

2. The financial statements prepared in accordance with IFRSs, international
accounting standards, interpretations and interpretations (hereinafter referred
to as the IFRSs) are required to be used for the preparation of financial
statements. The financial statements of Chaintech shall also require the use of
certain critical accounting estimates. The management requires the use of
judgment in applying Chaintech’s accounting policies. For items involving a
higher degree of judgment or complexity, or items where assumptions and
estimates are significant to the parent company only financial statements,
please refer to Note V for details.

(1 Foreign currency translation

The Chaintech's items listed in the parent company only financial statements are

measured and presented in the currency of the primary economic environment in

which Chaintech operates (i.e., functional currency).

1. Foreign currency transactions and balances
(1) Foreign currency transactions are translated into the functional currency

using the exchange rates prevailing at the dates of the transactions or
valuation where items are remeasured. Foreign exchange gains and losses
resulting from the settlement of such transactions are recognized in profit
or loss in the period in which they arise.

(2) Foreign currency monetary assets and liabilities are translated at the
exchange rate prevailing at the balance sheet date. Exchange differences
arising upon the re-transaction at the balance sheet date are recognized in
profit or loss.

(3) Non-monetary assets and liabilities denominated in foreign currencies
held at fair value through profit or loss are re-translated at the exchange
rates prevailing at the balance sheet date; their translation differences are
recognized in profit or loss. Non-monetary assets and liabilities
denominated in foreign currencies held at fair value through other
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(V)

(V)

comprehensive income are retranslated at the exchange rates prevailing at
the balance sheet date; their translation differences are recognized in
other comprehensive income. However, non-monetary assets and
liabilities denominated in foreign currencies that are not measured at fair
value are translated using the historical exchange rates at the dates of the
initial transactions.

(4) All exchange gains and losses are presented in the earnings statement of
profit or loss within "Other gains and losses."

2. Translation of foreign operations

The results and financial position of all the Group entities that have a

functional currency different from the presentation currency are translated into

the presentation currency as follows:

(1) Assets and liabilities for each balance sheet presented are re-translated at
the closing rate prevailing at the balance sheet date;

(2) Income and expenses for each composite income sheet are re-translated
at the average exchange rates for the period;

(3) All resulting exchange differences are recognized in other comprehensive
income.

(4) When a foreign operation is partially disposed of or sold, the cumulative
exchange differences that were recognized in other comprehensive
income are reclassified to the non-controlling interests in the foreign
operation. However, if Chaintech still retains partial interests in the
former foreign associate after losing significant influence over the former
foreign associate, such transactions should be accounted for as disposal
of all interest in these foreign operations.

Standard of assets and liabilities being classified as current and non-current
1. Assets that meet one of the following criteria are classified as current assets:

(1) Assets arising from operating activities that are expected to be realized or
are intended to be sold or consumed within the normal operating cycle.

(2) Liabilities held mainly for trading purposes.

(3) Assets that are expected to be realized within twelve months from the
balance sheet date.

(4) Cash and cash equivalents, excluding restricted cash and cash equivalents
and those that are to be exchanged or used to pay off liabilities more than
twelve months after the balance sheet date.

Assets that do not meet the aforementioned conditions are classified as

non-current.

2. Liabilities that meet one of the following conditions are classified as current
liabilities:

(1) Liabilities that are expected to be paid off within the normal operating
cycle.

(2) Liabilities held mainly for trading purposes.

(3) Liabilities that are to be paid off within twelve months from the balance
sheet date.

(4) Liabilities for which the repayment date cannot be extended
unconditionally to more than twelve months after the balance sheet date.
Terms of a liability that could, at the option of the counterparty, result in
its settlement by the issue of equity instruments do not affect its
classification.

Liabilities that do not meet the aforementioned conditions are classified as

non-current.

Cash equivalents
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(V1)

(V1)

(VIIN)

(1X)

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. Fixed deposits that meet the definition above and are held for
the purpose of meeting short-term cash commitments in operations are classified as
cash equivalents.

Financial assets at fair value through profit or loss

1. Financial assets at fair value through profit or loss refer to financial assets not
measured at amortized cost nor measured at fair value through other
comprehensive income.

2. Financial assets at fair value through profit or loss that follow regular way
purchase or sale are recognized by Chaintech using trade date accounting.

3. Atinitial recognition, Chaintech measures the financial assets at fair value and
recognizes the transaction costs in profit or loss. Chaintech subsequently
measures the financial assets at fair value, and recognizes the gain or loss in
profit or loss.

4. Dividend income is recognized in profit or loss when the right to receive
payment is established, and it is probable that the economic benefits associated
with the dividend will flow to Chaintech and the amount of dividends can be
measured reliably.

Financial assets at fair value through other comprehensive income

1. Changes in fair value of investments in equity instruments that are not held for
trading purpose at initial recognition presented in other comprehensive income;
or, financial assets meeting the criteria listed below are classified as debt
instrument:

(1) The financial asset is held for the purpose of obtaining the contractual
cash flows and the sales of the contract.

(2) Cash flow generated form the said contractual terms of the financial asset
at specific date are solely payments of principal and interest on the
principal amount outstanding.

2. Chaintech adopts trade date accounting for financial assets measured at fair
value through other comprehensive income.

3. At initial recognition, Chaintech measures the financial assets at fair value
plus transaction costs; Chaintech subsequently measures the financial assets at
fair value. The changes in fair value of equity investments that were
recognized in other comprehensive income are reclassified to retained earnings
and are not reclassified to profit or loss following derecognition of the
investment. Dividends are recognized as revenue when the right to receive
payment is established, future economic benefits associated with the dividend
will flow to Chaintech and the amount of the dividend can be measured
reliably.

Accounts receivable

1. Accounts receivable entitle Chaintech a legal right to receive consideration in
exchange for transferred goods or rendered services.

2. Short-term accounts receivable without bearing interest are subsequently
measured at initial invoice amount as the effect of discounting is immaterial.

Impairment of financial assets

Considering all reasonable and provable information (including forward-looking

information), Chaintech measured the credit risk that increased insignificantly since

original recognition vie the 12-month expected credit loss amount through financial
debt instrument at fair value through other comprehensive income, financial asset at
amortized cost and accounts receivable significant financial components. For those
credit risk increased significantly since original recognition, the allowance loss is
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(X)

(X1)

(X1

(XIlN)

(XIV)

measured by the expected amount of credit loss during the existence period; for

accounts receivable that do not contain significant financial components, the

allowance loss is measured by the amount of expected credit losses during the
duration of the period.

Derecognition of financial assets

Financial assets are derecognized when Chaintech's contractual rights to receive

cash flows from financial assets are lapsed.

Operating leases Lessor

Lease income from operating leases less any incentives given to lessees is

recognized in profit or loss on a straight-line basis over the term of the lease.

Inventories

Inventories are measured at the lower of cost and net realizable value, and cost are

is determined using the weighted average method. The cost of finished goods and

work in process comprises raw materials, direct labor, other direct costs and related
production burden (allocated based on normal operating capacity). It excludes
borrowing costs. Goods on hand are stated at the lower of comparative cost and net
realizable value. The item by item approach is used in applying the lower of
comparative cost and net realizable value. Net realizable value is the estimated
selling price in the ordinary course of business, less the estimated cost of
completion and applicable variable selling expenses.

Investment accounted for using equity methaibsidiary

1. Subsidiaries refer to all entities (including structured entities) controlled by
Chaintech. Chaintech controls an entity when Chaintech is exposed, or has
rights, to variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity.

2. Unrealized gains and losses resulting from transactions between Chaintech and
its subsidiaries are eliminated. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by
Chaintech.

3. The share of gain or loss and other comprehensive income generated from the
subsidiary is recognized as profit or loss of the period and other
comprehensive income, respectively. If Chaintech's share of loss recognized
on the subsidiary is equal to or exceeds the equity interest in the subsidiary,
Chaintech will not recognize further losses unless Chaintech has statutory
obligations or deferred obligations or has paid for the subsidiary.

4. When Chaintech disposes its investment in an subsidiary and loses significant
influence over the subsidiary, the amounts previously recognized in other
comprehensive income in relation to the subsidiary are reclassified to profit or
loss, on the same basis as would be required if the relevant assets or liabilities
were disposed of. If it retains significant influence over the subsidiary, the
amounts previously recognized in other comprehensive income in relation to
the subsidiary are reclassified to profit or loss proportionately in accordance
with the aforementioned approach.

5. In accordance with the "Regulations Governing the Preparation of Financial
Reports by Securities Issuers", profit or loss and other comprehensive income
of the current period and other comprehensive income shall be shared with the
consolidated financial statements. The parent equity of the parent company
only financial statements shall be the same as the owner's equity in the
financial statements prepared on the basis of the consolidated financial
statements.

Property, plant and equipment

1. Property, plant and equipment are recorded as the foundation of acquisition
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(XV)

(XVI)

cost.

Subsequent costs are included in the asset's carrying amount or recognized as a
separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to Chaintech and the cost of the
item can be measured reliably. The carrying amount of the replacement is
derecognized. All other repairs and maintenance are recognized as current gain
or loss when incurred.

Property, plant and equipment apply the cost model. Except for land, other
property, plant and equipment are depreciated using the straight-line method to
allocate their cost over their estimated useful lives. If each component of
property, plant and equipment is material, it is depreciated separately

The assets' residual values, useful lives and depreciation methods are reviewed,
and adjusted if appropriate, at each financial year-end. If expectations for the
assets' residual values and useful lives differ from previous estimates or the
patterns of consumption of the assets' future economic benefits embodied in
the assets have changed significantly, any change is accounted for as a change
in estimate under IAS 8 "Accounting Policies, Changes in Accounting
Estimates and Errors,” from the date of the change. The estimated useful lives
of property, plant and equipment are as follows:

Wealth equipment 3 ~5years

Other equipment 3 ~ 10 years

Lease transaction in the capacity of a lessee - Right-of-use assetditlgiises
Applicable for the annual periods beginning on or after January 1, 2019

1.

A right-of-use asset and a lease liability are recognized for a leasédasse

the date when it becomes readily available for Chaintech's use. When a lease
contract is a short-term lease or when it is a lease of which the underlying
asset is of low value, lease payments are recognized as an expense on a
straight-line basis over the lease term.

On the commencement date, Chaintech measures lease liabilities by the
present value of outstanding lease payments, using Chaintech's incremental
borrowing rate. Lease payments include fixed payments less any lease
incentives receivable. In subsequent periods, Chaintech measures lease
liabilities at amortized cost using the effective interest method and recognizes
interest expenses during the lease term. When a change in the lease term or
lease payments occurs due to reasons other than lease modifications, lease
liabilities are reassessed and the remeasurements are adjusted to the
right-of-use assets.

Right-of-use assets are recognized at cost on the commencement date. Costs
include the originally measured amount of lease liabilities. In subsequent
periods, Chaintech measures right-of-use assets at cost and recognizes
depreciation expenses at the earlier of the end of useful life of right-of-use
assets or the end of the lease term. When a lease liability is reasfessed,
right-of-use asset is adjusted for any remeasurements of the lease liability.

Impairment of non-financial assets

Chaintech estimates the recoverable amount of assets with signs of impairment on
the balance sheet date. When the recoverable amount is lower than its book value,
the impairment loss is recognized. The recoverable amount is the higher of an
asset's fair value less costs of disposal and its value in use. Where an impairment
loss of assets recognized in previous years does not exist or decrease, the
impairment loss is reversed. However, the carrying amount of the asset increased by
the impairment loss shall not exceed the book value of the asset after abatement the
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(XVII)

(XVIII)

(XIX)

(XX)

(XXI)

depreciation or amortization if the impairment loss is unrecognized.

Borrowings

Borrowings refer to short-term loans from banks. The initial recognition of loans

measured at fair value less transaction cost. Any subsequent difference between the

price and the redemption value after deducting the transaction cost shall be
recognized as interest expense in gain and loss by applying amortization procedure
of effective interest method during the circulation period.

Accounts payable

1. Account payable is the liabilities arising from the purchase of raw materials,
commaodities or services are taken.

2. Short-term accounts payable without bearing interest are subsequently
measured at initial invoice amount as the effect of discounting is immaterial.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability specified

in the contract is discharged or cancelled or expires.

Employee benefits

1. Short-term employee berisf
Short-term employee benefits are measured at the undiscounted amount of the
benefits expected to be paid in respect of service rendered by employees in a
period and should be recognized as expenses in that period when the
employees render service.

2. Pensions
For the defined contribution plan, the contributions are recognized as pension
expenses when they are due on an accrual foundation.

3. Employees' compensation and directors' and supervisors' remuneration
Employees' compensation and directors’ and supervisors' remuneration are
recognized as expenses and liabilities, provided that such recognition is
required under legal or constructive obligation and those amounts can be
reliably estimated. Any difference between the resolved amounts and the
subsequently actual distributed amounts is accounted for as changes in
estimates.

Income tax

1. Income tax expense comprises current and deferred income tax. Income tax is
recognized in gain 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.

2. The current income tax expense is calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date in the country
domicile where Chaintech operates and generates taxable income. The
management periodically evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is subject to interpretation and
establishes provisions where appropriate, on the basis of amounts expected to
be paid to the tax authorities are recorded in tax liability. Undistributed
earnings are subject to income tax credit. After the distribution of earnings is
approved by the shareholders' meeting in the following year, Chaintech shall
recognize the distribution of earnings and expenses, and recognize the
earnings and expenses for the actual earnings.

3. Deferred income tax adopts the balance sheet approach, and is recognized on
temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts in the parent company only balance sheets.
Deferred income tax is not recognized, if the temporary difference arises from
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initial recognition of an asset or liability in a transaction that is not a bgsines
combination and, at the time of the transaction, affects neither the accounting
profit nor taxable income (loss). Deferred income tax is provided on
temporary differences arising on investments in subsidiaries, except where the
timing of the reversal of the temporary difference is controlled by Chaintech,
and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred income tax is determined using tax rates (an
laws) that have been enacted or substantially enacted by the balance sheet date
and are expected to apply when the related deferred income tax asset is
realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable
that future taxable profit will be available against which the temporary
differences can be utilized. At each balance sheet date, unrecognized and
recognized deferred income tax assets are reassessed.

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.

(XXII)  Share capital

1.

Ordinary shares are classified as equity. The incremental cost directly
attributable to the issue of new shares or options is deducted from the equity in
equity after deducting the income tax.

When Chaintech buys back the issued stocks, the consideration paid includes
any incremental costs that are directly attributable to the incremental costs, net
of any directly attributable incremental costs. When the shares are
subsequently reissued, the difference between the consideration received net of
any directly attributable incremental costs and the carrying amount is recorded
in the adjustment of stockholder's equity.

(XXIIl) Dividend distribution
Dividends are recognized in Chaintech's financial statements in the period in which
they are approved by Chaintech's shareholders. Cash dividends are recorded as
liabilities. Stock dividends are recognized as stock dividends to be distributed and
transferred to ordinary shares on the base date of issuance of new shares.

(XX1V) Revenue recognition

1.

Sales of goods

(1) Chaintech manufactures and sells products related to motherboards,
display cards, and computer peripherals. The sales revenue is recognized
when the control of the products is transferred to customers. That is,
when the product is delivered to the customer, the customer has
discretion in the access and price of the product, and Chaintech has no
outstanding performance obligations that may affect the customer's
acceptance of the product. When the product is shipped to a designated
location, the risk of obsolete and lost risks has been transferred to the
customer, and the customer is required to obtain the products in
accordance with the sales contract, or when there is objective evidence
that all acceptance criteria have been met, the goods are delivered.

(2) Sales revenue is recognized the net amount of contract price minus
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estimated sales allowance. The amount of revenue recognition is limited
to the extent that it is very unlikely to see a significant reversal in the
future, and is updated on the balance sheet date. The terms of sales
transactions are mainly due to the expiry of 30 to 90 days after the
transfer date. It is consistent with the market practice. Therefore, it is
judged that the contact does not contain significant financial component.

(3) Accounts receivable are recognized when the control right of
commodities is transferred to the customs; that is because Chaintech has
unconditional rights to the contract price since that point in time, and
Chaintech can collect the consideration from the customer once upon the
contractual time is expired.

2. Service revenue

Chaintech provides services related to processing. Revenue is recognized as

revenue in the reporting period in which the services are rendered to

customers.
3. Financial composition

The duration of commitment to transfer commodities or services to customer

and the payment period in the contracts between Chaintech and customers are

all less than one year. Therefore, Chaintech has not adjusted the transaction
price to reflect the time value of money.
4. Costs to acquire contracts from customers
Chaintech recognizes the incremental costs incurred in the contracts with the
customers and that are expected to be recoverable. However, such costs are
recognized in expense as incurred since the contracts are less than one year.

V. Primary Sources of Uncertainties in Material Accounting Judgments, Estimates, and
Assumptions
The preparation of Chaintech's financial statements requires management to make critical
judgments in applying Chaintech's accounting policies and make critical assumptions and
estimates concerning future events according to the conditions on balance sheet date.
Material accounting assumptions and estimates may differ from the actual results and are
continually evaluated and adjusted based on historical experience and other factors. Such
estimates and assumptions possess a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year. Uncertainties in
material accounting judgments, estimates, and assumptions are addressed below:

0] Significant judgments in applying accounting policies
None.
()] Significant accounting estimates and assumptions

Revenue recognition
Allowance of liability reserve for sales revenue is recognized based on the historical
experience and other known reasons to estimate product discount and is recorded as
the deduction of sales revenue in the current period of product turnover. In addition,
Chaintech regularly reviews the reasonableness of the estimates.

VI.  Descriptions of Material Accounting Items

0] Cash and cash equivalents
December 31, 2019 December 31, 2018
Cash on hand and revolving funds $ 105  $ 93
Checking deposits and demand deposits 187,460 396,652
Time deposits - 84,466
$ 187,565 $ 481,211

1. Chaintech associates with a variety of financial institutions, all with high
credit quality to disperse credit risk, so it is expected that the probability of
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counterparty default is extremely low.
2. Chaintech does not provide any cash and cash equivalents as pledges to others.

()] Current financial assets at fair value through profit or loss
Items December 31, 2019 December 31, 2018
Stocks of listed companies $ 2,568 $ 2,598
Valuation adjustments ( 396) ( 843)
Total $ 2,172 $ 1,755

1. The breakdown of profit or loss for current financial assets at fair value
through profit or loss is as follows:
Items 2019 2018

Equity instruments $ 447 % 185

2. Chaintech's current financial assets at fair value through profit or loss were not
provided as pledged assets or guarantees as of December 31, 2019 and 2018.

3. For related credit risk information, please refer to Note XII (I1).

( Financial assets at fair value through other comprehensive income

Items December 31, 201¢ December 31, 201
Non-current items:
Equity instruments
Stocks of listed companies $ 169,634 $ 169,634
Stocks unlisted at stock exchange market, over 15,350 15,350
counter market or emerging stock market

184,984 184,984

Valuation adjustments ( 47,939) ( 75,999)
Total ' $ 137,045 _$ 108,985

1. Chaintech elects to classify the strategic investment as financial assets at fair
value through other comprehensive income, which were at NT$137,045 and
NT$108,985 as of December 31, 2019 and 2018 respectively.
2. The breakdown in profit or loss and other comprehensive income of financial
assets at fair value through other comprehensive income is as follows:
2019 2018
Equity instruments at fair value through other
comprehensive income
Changes in fair value recognized in other
comprehensive income $ 28,060 ($ 75,999)
Dividend income recognized in profit or loss
at end of current period $ 3,005 $ 4,312

3. Without consideration of the collateral held or other credit enhancements, the
maximum credit risk that best represent Chaintech's financial assets at fair
value through other comprehensive income as of December 31, 2019 and 2018
amounted to NT$137,045 and NT$108,985 respectively.

4. For more information on credit risk for financial assets at fair value through
other comprehensive income, please refer to Note XIlI (11).

(V) Accounts receivable
December 31, 2019

Total Allowance for loss Net
Accounts receivable $ 227,847 % 137) $ 227,710
Accounts receivable due from relatet 616.972 ( 186) 616.786

parties
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Accounts rece
Accounts rece
parties

$ 844,819 ($ 323) _$ 844,496

December 31, 2018

Total Allowance for loss Net
ivable $ 232,704 (% 117) $ 232,587
ivable due from relatel 686.183 ( 206) 685.977
$ 918,887 ($ 323) _ $ 918,564

1. Aging analysis of accounts receivable is stated as follows:
December 31, 20. December 31, 20:
Not overdue $ 844,819 $ 918,887
Overdue for 1 to 90 days - -
91 to 180 days past due

$ 844,819 $ 918,887

The aging analysis above is based on past due date.

2. The balance of receivables on contracts with customers as at December 31,
2019, December 31, 2018, and January 1, 2018 was NT$844,496, NT$918,564,
and NT$1,053,180 respectively.

3. Without consideration of the collateral held or other credit enhancements, the
maximum credit risk that best represent Chaintech's accounts receivable as of
December 31, 2019 and 2018 amounted to NT$844,819 and NT$918,887

respectively.
4. For more information on credit risk for accounts receivable, please refer to
Note XII (II).
V) Inventories
December 31, 2019
Cost Allowance for valuation los Carrying amount
Raw materials $ 203,35(%$ 6,435) $ 196,91
Work in process 78,771 - 78,77
Finished goods 16,234( 1,599) 14,63¢
$ 298,35($ 8,034) $ 290,32
December 31, 2018
Cost Allowance for valuation los Carrying amount
Raw materials $ 64,424$ 29) $ 64,39
Work in process 31,438 - 31,43¢
Finished goods 1,599 ( 1,599) -
$ 97,461($ 1,628) $ 95,83
Cost of inventories is recognized by Chaintech as expenses in the current period:
2019 2018

Cost of goods sold $ 3,426,441 $ 3,397,844
Loss (gain) on inventories 6,406 ( 661

(Vi)

$ 3,432,847 _$ 3,397,183

Note: Chaintech's reported the gain on inventories in 2018 as a result of destocking.
Other current assets

December 31, 201¢ December 31, 201¢
Restricted bank deposits $ 33,005 $ 4,615
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Tax overpaid retained 30,080 28,034

Advance on equipment 20,016
Other advance expenses 752 1,141
$ 63,837 $ 53,806

The details of the pledges of other current assets of Chaintech are set out in Note
VIII.
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(v Investment accounted for using equity method

December 31, 2019 December 31, 2018
Shareholdint Shareholdini
Accounting ratio (%) Accounting ratio (%)
Bahamas Federal Shanghai Co., $ - - $ 124,50:100
Shenzhen Jinghong Digital R&D
Service Co., Ltd. 472,349 100 215,843100
Wise Providence  Limited - - 5,854100
$ 472,349 $ 346,20C

1. The share of profit and loss of subsidiaries (losses) recognized by Chaintech
using the equity method is derived from the evaluation of the financial report
data from the audited financial statement for the same period. The breakdown

is as follows:
2019 2018
Bahamas Federal Shanghai Co., Ltd. $ 8,545) ($ 12,340)
Shenzhen Jinghong Digital R&D Service Co., Ltd. 19,717 988
Wise Providence Limited - 291
$ 11,172 ($ 11,061)

2. For information on Chaintech's subsidiaries, please refer to Note IV (lll) of
Chaintech's consolidated financial statements for the year ended December 31,
2019.

3. Chaintech invested US$5 million in the subsidiary, Shenzhen Jinghong Digital
R&D Service Co., Ltd., approved by the Investment Commission, Ministry of
Economic Affairs on November 26, 2015. US$3 million (equivalent to
NT$96,760) was remitted in April 2016, and remaining US$2 million
(equivalent to NT$61,430) was remitted on January 3, 2019.

4. Chaintech increased capital of Shenzhen Jinghong Digital R&D Service Co.,
Ltd. by US$6.4 million, which was approved by the Investment Commission,
Ministry of Economic Affairs on January 31, 2019. US$4.9 million (equivalent
to NT$151,116) was remitted on April 1, 2019, and US$1.5 million
(equivalent to NT$47,063) was remitted on August 26, 2019.

5. On May 9, 2019, Chaintech's Board of Directors resolved to dispose of its
100% equity interest in Bahamas Federal Shanghai Co., Ltd. Chaintech
completed the transfer of equity in July 2019. Proceeds from disposal
amounted to US$4,880,000 (equivalent to NT$151,565), with a gain on
disposal of NT$26,313 recognized.

6. Wise Providence Limited was liquidated on April 25, 2019, and an investment
fund of HK$1,483,184 (equivalent to NT$5,974) was remitted back, with a
loss on disposal of NT$370 recognized.
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(V)  Property, plant and equipment

Derivative instrumeniTooling equipmen Others Total
January 1, 2019
Cost $ 3,540 $ - % 1,385 $ 3,540
Accumulated
depreciation ( 3,540 - ( 1,385)( 3,540
$ - $ $ -3 -
2019
January 1 $ - $ - $ - $ -
Additions - 68,613 - 68,613
Depreciation expens - ( 13,341) - ( 13,341
December 31 $ - $ 55,272 $ -3 55,272
December 31, 2019
Cost $ 3,540 $ 68,613 $ 1,385 $ 72,153
Accumulated
depreciation ( 3,540 ( 13,341) ( 1,385)( 16,881
$ - $ 55,272 $ -3 55,272
Derivative instrument: Others Total
January 1, 2018
Cost $ 3,540 $ 1,385 $ 4,925
Accumulated depreciation ( 3,540) ( 1,360) ( 4,900)
$ - $ 25 % 25
January 1, 2018
January 1 $ - $ 25 % 25
Depreciation expense - ( 25) ( 25)
December 31 $ - _$ - $ -
December 31, 2018
Cost $ 3,540 $ 1,385 $ 4,925
Accumulated depreciation ( 3,540) ( 1,385) ( 4,925)
$ - 3 - $ -

(IX) Lease transaction Lessee

Applicable for the annual periods beginning on or after January 1, 2019

1. Chaintech's leased underlying assets are buildings, of which the lease term is
usually 5 years. Lease contracts are individually negotiated and include
various terms and conditions. Except for the term where the leased assets

cannot be used as collateral for loans, there are no other restrictions.

2. Below is the carrying amounts of right-of-use assets and their recognized

depreciation expenses:

December 31, 2019 2019
Carrying amount Depreciation expense
Housing $ 5,925 $ 1,481

3. In 2019, Chaintech's addition of right-of-use assets was NT$0.

4. Profit or loss items in connection with lease contracts are stated as follows:

2019
Items that affect profit or loss
Interest expense on lease liabilities 204
Expense on short-term leases 168
5. Chaintech's cash outflow from leases amounted to NT$1,942 in 2019.

X) Current borrowings
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Loan type December 31, 2019 Interest range Collateral
Bank loans
Secured loans $ 127,317 2.706%~3.298%  Other current assets
Unsecured loans 29,280 3.167% None
$ 156,597

December 31, 2018: None.
Interest expense recognized in profit or loss as of December 31, 2019 and 2018 was
NT$5,478 and NT$2,165 respectively.

(X1 Pension

1.

2.

Chaintech has established a defined contribution retirement plan ("the New
Plan") in accordance with the Labor Pension Act, which is applicable to
employees with R.O.C. nationality. Under the New Plan, Chaintech
contributes monthly an amount based on 6% of the employees' monthly
salaries and wages to the employees' individual pension accounts at the Bureau
of Labor Insurance. The benefits accrued are paid monthly or in lump sum
upon termination of employment.

The pension costs recognized by Chaintech in accordance with the aforesaid
pension regulations in 2019 and 2018 were NT$733 and NT$616 respectively.

(1 Share capital

1.

As of December 31, 2019, Chaintech's authorized capital was NT$2,500,000
(of which NT$100,000 was for the issuance of stock options, preferred shares
or corporate bonds with warrants), with paid-in capital of NT$1,014,988 and
the face value of NT$10 per share, and the number of outstanding shares was
96,499 thousand.

Changes in the number of treasury shares for the years ended December 31,
2019 and 2018 are stated as follows:

For the year ended December 31, 2019

Number of share Number of
Name of at the beginning Decreaseshares at the er
Reason for company of the period (in Increase in thin the of the period (in
reclamation holding share thousand shares period period thousand share
Maintenance of
Chaintech's credit ar Chaintech
shareholders' equity - 5,000 - 5,000

For the year ended December 31, 2018

Number of share Number of
Name of at the beginning Decrease shares at the er
Reason for company of the period (in Increase in thin the of the period (in
reclamation holding share:thousand shares period period thousand share
Maintenance of
Chaintech's credit ar Chaintech
shareholders' equity - 7,750 (__7,750) -

3.

On May 3, 2018, Chaintech's Board of Directors approved to cancel 7,750
thousand repurchased treasury shares. The cancellation of repurchased
treasury shares and registration of change have been completed on May 23,
2018.
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(X111

Retained earnings

1.

Under Chaintech's Articles of Incorporation, if there is a surplus in the annual
final accounts, in addition to the income tax payable according to law,
Chaintech shall first offset its losses in previous years and set aside a legal
capital reserve at 10% of the earnings left over. However, when the
accumulated legal capital surplus has equaled the total paid-up capital of
Chaintech, the said restriction does not apply. After Chaintech has set aside or
reversed the special capital reserve in accordance with relevant laws or the
competent authority, along with the earnings not distributed at the beginning
of the period, and after retaining part of the surplus depending on the situation,
the Board of Directors may propose a surplus distribution proposal and submit
it to the shareholders' meeting to distribute bonus to the shareholders.
Chaintech is in stable growth and expands in line with sales development in
the future. The future capital expenditures and capital requirement are
necessary to be considered first when Chaintech distribute the earnings. The
Board of Directors proposes the distribution plan and distributes the earnings
after being approved at the shareholders' meeting. In the annual distribution of
shareholder dividends, cash dividend shall not be less than 5%, but if the cash
dividend is less than NT$0.1 per share, it may not be issued, and the stock
dividend will be distributed instead.

The legal reserve shall not be used except for offsetting the loss of Chaintech

and issuing new shares or cash in proportion to the original number of shares

held by the shareholders. However, if it is issued to issue new shares or cash,
the said legal reserve shall only exceed 25% at most of the paid-up capital.

(1) When Chaintech distributes the surplus, it is required by law to provide a
special surplus reserve for the debit balance of other equity items on the
balance sheet date of the current year. After that, when the debit balance
of other equity projects is reversed, the amount of revolving will be
included in the surplus available for distribution.

(2) When Chaintech adopted IFRSs at first time, for the special reserve listed
in the Official Letter of the Financial Management Certificate No.
1010012865 issued on April 6, 2012, Chaintech reversed the original
portion of the said special reserve, and when Chaintech subsequently uses,
disposes of, or reclassifies related assets, they are reversed according to
the ratio of the recognized special reserve.

By a resolution in the shareholders' meeting on June 14, 2019, Chaintech

adopted the earnings distribution plan for the year ended December 31, 2018

as follows: Chaintech's shareholders' meeting resolved on May 3, 2018 to fully

retain the unappropriated earnings for the year ended December 31, 2017.

2018
Amount (NT$ thousands Dividend per share (NT$
Legal reserve $ 24,431
Special reserve 24,033
Cash dividends 152,246 $ 15

Please refer to Note VI (XIX) for information on employees' compensation
and directors' and supervisors' remuneration.
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(XIV)  Operating revenue

2019 2018
Sales revenue:
Computer peripherals 3,778,635 $ 3,923,553
Others 681 313
Less: Sales returns, discounts and allowances 188,202) ( 168,728)
3,591,114  $ 3,755,138
(XV)  Other income
2019 2018
Dividend income 3,053 $ 4,340
Interest income 2,437 2,335
Other income 193 179
5683 % 6,854
(XVI)  Other gains and losses
2019 2018
Gain on financial assets at fair value through profito $ 447 $ 185
loss, net
Gain on disposal of investments 25,943 -
Gain (loss) on foreign exchange, net ( 11,509) 29,793
$ 14,881 $ 29,978
(XVIl)  Financial costs
2019 2018
Interest expense:
Bank loans $ 5478 $ 2,165
Lease liabilities 204 -
$ 5682 % 2,165
(XVIIl) Expenses by nature
2019 2018
Employee benefit expenses $ 26,090 $ 32,277
Depreciation expense on property, plant and equiprr 13,341 25
Depreciation expense on leased assets 1,481 -
$ 40,912 % 32,302
(XIX)  Employee benefit expenses
2019 2018
Wages and salaries $ 21,269 $ 27,962
Labor and health insurance expenses 1,472 1,076
Pension expense 733 616
Other employment cost 2,616 2,623
$ 26,090 $ 32,277

1. According to Chaintech's Articles of Incorporation, after deducting the
accumulated losses based on the profitability of the current year, if there are
still some earnings left, the employee shall be granted no less than 0.1% as
compensation, and the directors and supervisors shall not be paid more than
6% as remuneration.

2. For the years ended December 31, 2019 and 2018, the estimated amount of
employee compensation was NT$2,232 and NT$3,723 respectively, and the
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estimated amount of remuneration to directors and supervisors was NT$2,232
and NT$9,539 respectively; the aforesaid amounts were recognized as salary

expenses.

Information regarding employee compensation and directors' and supervisors'
remuneration approved by the Board of Directors is available on the Market
Observation Post System (MOPS).

(XX)  Income tax
1. Tax (gain) expense

Components of tax (gain) expense:

2019 2018

Current income tax:
Income tax incurred in the period $ - $ 52,380
Surtax on unappropriated retained earnings 2,180 -
Underestimated (overestimated) income tax in
previous years 55 ( 4,113)
Total income tax in the period 2,235 48,267
Deferred income tax:

Origination and reversal of temporary difference( 3,429) 2,193

Effect of tax rate changes - ( 330)
Total deferred income tax ( 3.429) 1,863
Tax (gain) expense (% 1,194)  $ 50,130

2. Tax expense and accounting profit
2019 2018

Income tax calculated based on profit before tax a $ 21,150 $ 58,867
the statutory rate
Expenses that should be excluded pursuant to the 546 694
taxation law
Tax exempted income pursuant to the taxation law( 701) ( 699)
Tax effects of temporary differences ( 24,424) 2,895
Tax effects of deducting impairment loss - ( 7,184)
Surtax on unappropriated retained earnings 2,180 -
Underestimated (overestimated) income tax in
previous years 55 ( 4,113)
Effect of tax rate changes - ( 330)
Tax (gain) expense ($ 1,194)  $ 50,130

3. The amount of deferred tax assets or liabilities that arise from temporary
differences and losses from the taxable financial assets are set out below:

2019
Recognized in other

January 1 Recognized in profit or los comprehensive incomDecember 3

Temporary

differences:

Deferred tax asse

Allowance for $ €E$ 1,281
valuation loss anc

slow-moving loss

Unrealized - 2,148

exchange loss
$ €3$ 3429

$ - $ 1,287
- 2,148
$ - $ 3435
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Temporary
differences:

2018
Recognized in other
January 1 Recognized in profit or los comprehensive incomDecember 3

Deferred tax asse

Allowance for

$ 117($ 111) $ - $ 6

valuation loss anc
slow-moving loss

Unrealized
exchange loss

(XXI)

1,752 (_ 1,752) S o

$ 1.869($ 1,863) $ - $ 6

4. The amounts of deductible temporary differences not recognized as deferred

tax assets are as follows:

5. The revenue service authority has assessed the profit-seeking enterprise

income tax of Chaintech through 2017.
6. The amendment to the Income Tax Act came into force on February 7, 2018.
The tax rate for the profit-seeking enterprise income tax was raised from 17%
to 20%. The amendment became effective from 2018. Chaintech has assessed
the impact of income tax on the change of the said tax rate.
Earnings per share
2019
Weighted average Earnings per sha
number of outstanding
After-tax amountshares (thousand shan(N—T$)

Basic earnings per share

Basic earnings per share from
common shareholders of parent _$ 106,942 100,703 $ 1.06
Diluted earnings per share

Effect of dilutive potential ordinary

shares

Employees' compensation - 73

Diluted earnings per share from

common shareholders plus effect «

potential ordinary shares $ 106,942 100,776 $ 1.06

2018
Weighted average Earnings per sha
number of outstanding

After-tax amountshares (thousand shar<(N—T$)

Basic earnings per share

Basic earnings per share from
common shareholders of parent _$ 244,304 102,096 $ 2.39
Diluted earnings per share

Effect of dilutive potential ordinary

shares

Employees' compensation - 98

Diluted earnings per share from

common shareholders plus effect «

potential ordinary shares $ 244,304 102,194 $ 2.39
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(XXII)  Supplemental cash flow information
Investing activities with partial cash payments:

2019 2018
Purchase of property, plant and equipment  $ 68,613 $ -
Add: Advance on equipment, end of year - 20,016
Less: Advance on equipment, beginning of ye( 20,016) -
Cash paid in the period $ 48,597 $ 20,016

(XXI1) Changes in liabilities from financing activities
Changes in liabilities from financing activities in 2019 and 2018 were all changes in
cash flows. Please refer to the parent company only statements of cash flows for

details.
VII. Related Party Transactions
() Parent company and the ultimate controller

Chaintech is controlled by Yicheng International Development Co., Ltd.
(incorporated in the Republic of China), which owns 28.11% of the shares of
Chaintech. The rest is held by the public. The ultimate controller of Chaintech is the
Colorful Group.

(1 Name and relationship of related parties
Name of related party Relationship with Chaintech
Colorful Technology Co, Ltd (Colorful) 100% reinvestment business by Colorful Grot

Shenzhen Colorful Yugong Technology and The same person in charge as the Colorful G
Development Co., Ltd. (Yugong)

Shenzhen Jinghong Digital R&D Service Co., Subsidiary of Chaintech

Ltd. (Jinghong)

Sitonholy (Tianjin) Technology Co., Ltd. Subsidiary of Chaintech

(Tianjin Sitonholy)

(1 Material transactions with related parties
1. Operating revenue
2019 2018
Sales of goods:
Colorful $ 2,026,018 $ 2,203,467
Yugong 120,700 -
Sales allowance
Colorful ( 148,917)( 133,72¢
$ 1,997,801 % 2,069,73¢

Chaintech's transaction prices to related parties are not significantly different
from those of the unrelated parties. The payment terms are OA 45~125 days
depending on the different transaction object.
2. Accounts receivable from related parties
December 31, 201¢ December 31, 201t

Colorful $ 614,072 $ 685,97
Yugong 2,714 -
$ 616,786 $ 685,97

Accounts receivable from related parties mainly arise from sales transactions.

Payment for sales transactions is made in accordance with the payment terms
after the date of sale. The accounts receivable are unsecured and not
interest-bearing.
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3. Operating expenses
2019

N
=
oo

Subsidiary
Jinghong $ 7,328 $ 6,69

Chaintech has commissioned a subsidiary to assist Chaintech in providing
technical assistance such as market research and after-sales services and
testing and business expansion. Expenses incurred in the aforementioned
transactions shall be recorded in the operating expenses. As of December 31,
2019 and 2018, the amount not paid was NT$2,011 and NT$1,712 respectively,
as shown in "Other Payables."

4. Advertising fees
After the launch of the products jointly developed by Chaintech and Colorful,
both sides have agreed to pay no more than US$60,000 per month as
advertising expenses for the related parties. The amounts of advertising
expense incurred in 2019 and 2018 were NT$10,740 and NT$13,366
respectively; the amounts not yet paid were NT$5,886 and NT$8,911
respectively and recognized as "Other Payables."

5. Endorsements and guarantees made by related parties

December 31, 2019 December 31, 201!

Subsidiary
Tianjin Sitonholy $ 55,965 $
(V) Key management compensation information
2019 2018
Salary and other short-term employees' benefits _$ 7,437 $ 14,73
VIIl. Pledged Assets
Chaintech's assets pledged as collateral were as follows:
Book value
Pledged assets December 31, 201 December 31, 207 Guarantee use
Other current assets
Bank deposits $ 33,005 $ 4,615 Reserve account
IX.  Significant Contingent Liabilities and Unrecognized Contract Commitments
0] Contingencies
None.
(1 Commitments
1. As of December 31, 2019, Chaintech's guaranteed letter of credit for the
purchase was US$1,500 thousand.
2. Chaintech opened a promissory note for the purchase of goods as a guarantee
for the purchase of loan claims. Chaintech had written promissory notes
totaling NT$200,000 as of December 31, 2019.
X. Significant Disaster Losses
None.
Xl.  Significant Events after the End of the Financial Reporting Period

On January 21, 2020, Chaintech's Board of Directors resolved to acquire a 13% equity
interest in uSenlight Corporation at the amount of NT$150,000. The investment was
completed on March 16, 2020.
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XII.

(Foreign currency: Functional currency

Financial assets

Others
)

(I1)

Monetary items

Capital management

Chaintech's objectives in capital management are to safeguard its ability to continue
as a going concern in order to maintain optimal capital structure in order to
minimize the cost of funding and to provide remuneration for its shareholders. In
order to maintain or adjust the capital structure, Chaintech may adjust the amount of
dividends paid to shareholders, return capital to shareholders, issue new shares, or
sell assets to reduce debt.

Financial instruments

1.

USD:NTD

Category of financial instruments

For the information on Chaintech's financial assets (cash and cash equivalents,

accounts receivable, and other receivables) and financial liabilities (current

borrowings, accounts payable, and other payables), please refer to Note VI and
the parent company only balance sheets.

Risk management policies

(1) Chaintech's daily operations are affected by a number of financial risks,
including market risk (including exchange rate risk, interest rate risk, and
price risk), credit risk, and liquidity risk.

(2) The risk management is carried out by Chaintech's finance department
according to the policies approved by the Board of Directors. Chaintech's
finance department identifies, evaluates and hedges financial risks in
close cooperation with Chaintech's internal operating units. The Board
has established written principles for overall risk management, and
provides written policies for specific areas and matters such as exchange
rate risk, interest rate risk, credit risk and remaining liquidity.

The nature and degrees of significant financial risks

(1) Market risk
Exchange rate risk
A. Chaintech is a multinational operation and is exposed to exchange

rate risk, which is mainly denominated in USD and CNY. The related
exchange rate risk arises from future commercial transactions and
recognized assets and liabilities.

B. Business of Chaintech is involved in a number of non-functional
currency (the functional currency of Chaintech is NTD) and deeply
affected by the exchange rate fluctuation. The information of
significant impact affected by exchange rate fluctuation for foreign
assets and liabilities is as follow:

December 31, 2019

Foreign currenc

Exchange rat Carrying amount (NT$

Non-monetary items

CNY:NTD
Financial liabilities

Monetary items

USD:NTD

(in thousands)

$ 35,387 29.980 $ 1,060,902
$ 109,721 4.305 $ 472,349
$ 15,867 29.980 $ 475,693
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December 31, 2018

Foreign currenc

(in thousands)

(Foreign currency: Functional currency Exchange rat Carrying amount (NT$

Financial assets
Monetary items

USD:NTD $ 45,877 30.715 $ 1,409,112
Non-monetary items
CNY:NTD $ 77,415 4.472 $ 346,200

Financial liabilities
Monetary items
USD:NTD $ 5,107 30.715 $ 156,862

C. Chaintech's material monetary items affected by the exchange rate
fluctuations for the years ended December 31, 2019 and 2018 were
recognized as net exchange (loss) gain (including realized and
unrealized) at the aggregated amount of NT($11,509) and NT$29,793
respectively.

D. Chaintech's foreign currency market risk analysis due to significant
exchange rate fluctuations is as follows:

2019

Sensitivity analysis

Effects on  Effects on other

profit or loss comprehensive incon

(Foreign currency: Functional currency)Range of change

Financial assets
Monetary items

USD:NTD 1% $ 10,609 $ -
Non-monetary items
CNY:NTD 1% $ 4,723

Financial liabilities
Monetary items
USD:NTD 1% $ 4757 $ -

2018
Sensitivity analysis
Effects on  Effects on other
profit or loss comprehensive incon

(Foreign currency: Functional currency)Range of change

Financial assets
Monetary items

USD:NTD 1% $ 14,091 $ -
Non-monetary items
CNY:NTD 1% $ 3,462 $ -

Financial liabilities
Monetary items
USD:NTD 1% $ 1,569 $ -

Price risk

A. Chaintech's equity instruments exposed to price risk are financial
assets at fair value through profit or loss and financial assets at fair
value through other comprehensive income. To manage the price risk
of investments in equity instruments, Chaintech diversifies its
portfolio with its diversification method based on limits set by
Chaintech.
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(@)

B.

Chaintech's equity instruments issued by Chaintech are mainly
invested in equity instruments issued by the domestic companies,
which are affected by the uncertainty of the future value of the

investment underlying the investment target. If the prices of these
equity instruments increase or decrease by 1%, with all other factors
remaining unchanged, profit after tax for the years ended December
31, 2019 and 2018 will increase or decrease by NT$22 and NT$18
respectively due to gain or loss on equity instruments at fair value
through profit or loss, and other comprehensive income for the same
years will increase or decrease by NT$1,370 and NT$1,090

respectively due to gain or loss on equity instruments at fair value
through other comprehensive income.

Cash flow and fair value interest rate risk

A.

Chaintech's interest rate risk arises primarily from short-term
borrowings issued at variable rates, which expose Chaintech to cash
flow interest rate risk. For the years ended December 31, 2019 and
2018, Chaintech's borrowings issued at variable rates were mainly
denominated in USD.

Chaintech's borrowings are measured at amortized cost and are
re-priced at the contract annual rate every year. Therefore, Chaintech
is exposed to the risk of changes in future market interest rates.

If the borrowing interest rate increases/decreases by 1%, with all
other variables held constant, profit before tax for the years ended
December 31, 2019 and 2018 will decrease or increase by NT$1,253
and NT$0 respectively. Changes in interest expense mainly result
from floating-rate borrowings.

Credit risk

A.

Chaintech's credit risk is primarily attributable to the risk of financial
loss from customers or the counterparty of financial instruments who
are unable to fulfill the contract obligation. That credit risk is mainly
from the fact that the counterparty is unable to pay off the accounts
receivable payable on the terms of the payment.

Chaintech manages their credit risk taking into consideration

Chaintech's concern. For banks and financial institutions that are in

the process of setting up, only those with good credit rating can be

accepted as the transaction target. For credit policies established
internally, the individual operating entities within Chaintech shall
undergo management and credit risk analysis before setting the terms
and proposing the shipment terms and conditions for each new
customer. Internal risk control is evaluated by considering its
financial position, historical experience and other factors to assess the
credit quality of customers. Limits on individual risks are formulated
by the Board of Directors based on internal or external ratings and
regularly monitored by the Board of Directors.

Chaintech adopts IFRS 9 to make the following assumptions as to

whether the credit risk on financial instruments since initial

recognition has increased by the following:

(A) When the contract amount is overdue for more than 30 days in
accordance with the agreed payment terms, the credit risk has
been significantly increased since the original recognition of the
financial assets.

(B) There are actual or expected significant changes in external
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credit ratings of financial instruments.

D. Chaintech adopts IFRS 9 to make assumptions that if the contract
amount is overdue for more than 90 days in accordance with the
agreed payment terms, it is regarded that a default has taken place.

E. Chaintech will group the customer's accounts receivable based on the
characteristics of the customer's rating and customer type, and use the
simplified method to estimate the expected credit loss based on the
preparation matrix.

F. Chaintech includes the forward-looking consideration to adjust the
loss rate established by historical and current information for a
specific period so as to estimate the allowance loss for accounts
receivable by the said loss rate. The provision matrix as of December
31, 2019 and 2018 is as follows:

Not overdue Total
December 31, 2019
Expected loss rate 0.03%
Total book value $ 844,819 $ 844,819
Allowance for loss $ 323 % 323
Not overdue Total
December 31, 2018
Expected loss rate 0.03%
Total book value $ 918,887 _ $ 918,887
Allowance for loss $ 323 % 323

G. The statement of allowance loss for accounts receivable of Chaintech
using simplified approach is as follows:

2019
Accounts receivable
January 1 $ 323
Provision of impairment loss -
December 31 $ 323
2018
Accounts receivable
January 1_IAS 39 $ 323
Adjustments under new standards -
January 1 IFRS 9 $ 323
Provision of impairment loss -
December 31 $ 323

(3) Liquidity risk

A. Cash flow prediction is performed by individual operating entities
within the Group and are aggregated by the Group's finance
department. The Group's finance department monitors the Group's
liquidity requirements predict to ensure that it has sufficient funds to
support its operational needs and maintains sufficient unencumbered
borrowing commitments at all times so that the Group does not
violate the relevant borrowing limits or tesm

B. The surplus cash held by each operating entity will be transferred
back to the Group finance department when it exceeds the
management needs of the working capital. The Group finance
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department invests the surplus funds in interest-bearing demand
deposits and fixed deposits, and the selected instruments have
appropriate maturity dates or sufficient liquidity to meet the above
forecasts and provide sufficient water and effluents.

C. Chaintech's non-derivative financial liabilities are due within the next
year except for guarantee deposit received (listed in other non-current
liabilities).

D) Fair value information

1. The different levels that the inputs to valuation techniques are used to measure
fair value of financial and non-financial instruments have been defined as
follows:

Level 1. Quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date. A market is
regarded as active where a market in which transactions for the asset or
liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis. The fair value of Chaintech’s investment in

listed stocks is included in level 1.

Level 2: Inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability. Chaintech's investment
in equity instruments without active market is included.

2. For financial instruments not measured at fair value, including cash and cash
equivalents, accounts receivable (including related parties), other receivables,
short-term loans, accounts and other payables, their carrying amounts are a
reasonable approximation of their fair value.

3. The related information of financial and non-financial instruments measured at
fair value by level on the basis of the nature, characteristics and risks of the
assets and liabilities is as follows:

(1) Chaintech classifies its assets and liabilities according to the nature of
assets and liabilities as follows:

December 31, 2019 Level 1 Level 2 Level 3 Total

Assets
Recurring fair value
Financial assets at fair value through profit or lc
Equity securities $ 2,172 $ - $ -$ 2172
Financial assets at fair value through other
comprehensive income

Equity securities 121,695 - 15,350 137,045
Total $123,867 $ - $15,350 $139,217
December 31, 2018 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value
Financial assets at fair value through profit or lc

Equity securities $ 1,755 $ - $ -$ 1,755
Financial assets at fair value through other
comprehensive income

Equity securities 93,635 - 15,350 108,985
Total $95390 $ - _$15,350 $110,740

(2) Methods and assumptions Chaintech used to measure the fair value are as
follow:
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A. The instruments that Chaintech uses market-quoted prices as their fair
values (i.e., Level 1) are listed below by characteristics:
Listed shares
Market quoted price Closing price

B. In addition to the aforementioned financial instruments with active
markets, the fair value of the remaining financial instruments is
obtained by means of evaluation techniques or reference to
counterparty quotes. The fair value obtained through evaluation
techniques can refer to the current fair value of other substantial
financial instruments with similar conditions and characteristics,
discounted cash flow method or other evaluation techniques,
including calculations based on the market information utilization
model available on the date of the consolidated balance sheets (e.g.,
the reference yield curve offered by Taipei Exchange or the average
offer price of Reuters commercial paper interest rate).

C. The output of valuation model is an estimated value and the valuation
technique may not be able to capture all relevant factors of
Chaintech's financial and non-financial instruments. Therefore, the
estimated value of the evaluation model will be adjusted according to
additional parameters, such as model risk or liquidity risk. According
to Chaintech's fair value evaluation model management policy and
related control procedures, the management believes that the
adjustment is appropriate and necessary to recognize the fair value of
financial instruments and non-financial instruments in the
consolidated balance sheets. The price information and parameter
used in the valuation process are carefully evaluated and adjusted
appropriately based on current market conditions.

D. Chaintech absorbs the adjustment of credit risk assessment into the
fair value measurement of financial and non-financial instruments to
reflect the credit risk of counterparties and the credit quality of
Chaintech.

There was no transfer between Level 1 and Level 2 for the years ended
December 31, 2019 and 2018.
The following chart indicates the movement of Level 3 for the years ended
December 31, 2019 and 2018:

2019 2018
Equity instruments Equity instruments
January 1 $ 15,350 $ -
Acquired in the period - 15,350
December 31 $ 15,350 % 15,350

There were no transfer into and out of Level 3 for the years ended December
31, 2019 and 2018.

The finance department of Chaintech is in charge of valuation procedures for
fair value measurements being categorized within Level 3, which is to verify
independent fair value of financial instruments. Such assessment is to ensure
the valuation results are reasonable by applying independent information to
make results close to current market conditions, confirming the resource of
information is independent, reliable, and in line with other resources and
represented as the exercisable price, and frequently calibrating valuation
model, performing back-testing, updating inputs used to the valuation model,

-132-



and making any other necessary adjustments to the fair value.

8. Quantitative information and sensitivity analysis of significant unobservable
inputs to the valuation models used in the valuation models for Level 3 fair
value measurement and the sensitivity analysis of changes in significant
unobservable inputs are as follows:

Fair value as of  Valuation Significant unobservableRelationship between input
December 31, 201¢technique inputs and fair value
Non-derivative equity instruments:
Shares of unlisted $ 15,350 Market price  Lack of marketability = The higher the lack of
companies method discount, expected equiimarketability discount and
volatility expected equity volatility, th

lower the fair value

Fair value on Valuation Significant unobservabliRelationship between input:
December 31, 201¢&technigue inputs and fair value
Non-derivative equity instruments:
Shares of unlisted $ 15,350 Discounted casLong-term revenue The higher the long-term
companies flow method  growth rate, weighted revenue growth rate and

average cost of capital, long-term operating net pro
net operating profit before tax, the higher the fa
before tax, lack of value; the higher the lack ol
marketability discount, marketability discount; the
discount price discount lower the fair value

9. Chaintech carefully evaluates the valuation models and inputs used in
selecting the valuation models and inputs that the valuation models may result
in different valuation models. For financial assets classified as Level 3, if the
evaluation parameters change, the impact on other comprehensive gains and
losses is as follows:

December 31, 2019
Recognized in other comprehensive inci
Input Chang¢ Favorable change Unfavorable chang

Financial assets
Lack of marketability

Equity instruments discount, expected equit+1% _$ 154 $ 154
volatility

December 31, 2018
Recognized in other comprehensive inci
Input Chang¢Favorable change Unfavorable change

Financial assets

Long-term revenue growl
rate, weighted average
growth rate of capital,
long-term operating net
income before tax, lack o
marketability discount

Equity instruments 1% _$ 154 $ 154

XIll. Supplementary Disclosures
0] Information on significant transactions
1. Capital loans to others: None.
2. Endorsements and guarantees: Please refer to Table 1.
3. Marketable securities held at the end of the period (excluding investment in
subsidiaries): Please refer to Table 2.
4. Accumulated acquisition or disposal of the same securities reaching NT$300
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million or 20% of paid-in capital or more: Please refer to Table 3.

5. Acquisition of real estate reaching NT$300 million or 20% of paid-in capital or
more: None.
6. Disposal of real estate reaching NT$300 million or 20% of paid-in capital or
more: None.
7. Purchases and sales with related parties reaching NT$100 million or 20% of
paid-in capital or more: Please refer to Table 4.
8. Receivables from related parties reaching NT$100 million or 20% of paid-in
capital or more: Please refer to Table 5.
9. Derivative transactions: None.
10. Parent-subsidiary and subsidiary-subsidiary business relations and significant
transactions and amounts thereof: Please refer to Table 6.
() Information on investees
Information on investee companies (not including investee companies in Mainland
China): None.
(r Investment information in Mainland China
1. Basic information: Please refer to Table 7.
2. Significant transactions between Chaintech and investees in Mainland China

directly or indirectly through entities in a third area: Please refer to Table 8

XIV. Segment Information
Exempt from disclosure.

-134-



Chaintech Technology Corp.
Cash Statement

December 31, 2019

Statement 1 Unit: NT$ thousand
ltems Description Amount
Cash on hand and petty cash

$ 10
Checking deposits and demand depo
- NTD deposits 3,747
- Foreign currency deposiUS$6,106,204.5, exchange rate at 2! 183,064
HK$85,054.31, exchange rate at 3.8. 327
RMB 74,318.97, exchange rate at 4.. 32C
EUR 59.91, exchange rate at 33.55 2
$ 187,56¢

Statement P1



Chaintech Technology Corp.

Statement of Changes in Non-current Financial Assets at Fair Value through Other Comprehensive Income

For the Year Ended December 31, 2019
Statement 2

Beginning of period Increase in the period Decrease in the period

Name Number of share Fair value Number of share Amount Number of share Amount

Shares of APAQ Technology Co., Ltd. 3,050,000 $ 169,634 - $ - - $ -
Shares of CloudMile Co., Ltd. (Cayman Islands 510,204 15,350 - - - -
184,984 - -

Valuation adjustments ( 75,999) 28,060 -
$ 108,985 $ 28,060 $ -

Statement 2 P1

End of period
Number of share Fair value
3,050,000 $ 169,634 None

510,204 15,350 None
184,984
( 47,939
$ 137,045

Unit: NT$ thousand

Collateral or pledge



Chaintech Technology Corp.
Statement of Accounts Receivable
December 31, 2019

Statement 3

Unit: NT$ thousand

Name Description Amount Remarks
Non-related parties
16N002 $ 75,770
16L002 64,013
16W003 56,981
Others 31,083 Each customer's balance did nc
exceed 5% of the account balar
Less: Allowance for los ( 137)
227,710
Related parties
Colorful Technology Co., Ltd. 614,258
Shenzhen Colorful Yugong Technology ar
Development Co., Ltd. 2,714
Less: Allowance for los ( 186)
616,786
$ 844,496

Statement 3 P1



Chaintech Technology Corp.
Inventory Breakdown
December 31, 2019

Statement 4 Unit: NT$ thousand
Amount
ltems Cost Market price Remarks
Raw materials $ 203,353 $ 196,918 Net realizable value as the market p
Work in process 78,771 78,771
Finished goods 16,234 14,635

298,358 290,324
Minus: Allowance for loss

in inventory valuation ( 8,034)
$ 290,324

Statement 4 P1



Chaintech Technology Corp.
Statement of Changes in Investment Accounted for Using Equity Method

For the Year Ended December 31, 2019
Statement 5

Unit: NT$ thousand

Investment income

Balance, beginning of period Increase in the period Decrease in the period (loss) Balance, end of period Market value or net equity value Collateral or
Name Number of share Book value Number of share Amount Number of shar¢ Amount recognized in the peric Others (Note Number of shares Equity % Book value  Unit price (NT$) Total or pledge
Bahamas Federal Shanghai Co., Ltd. 10,428,985 $ 124,503 - $ - 10,428,985 $ 117,396 ($ 8,545) $ 1,438 - - $ - $ - $ - None
Shenzhen Jinghong Digital R&D Service Co., Lt - 215,843 - 259,609 - - 19,717 (  22,820) - 100% 472,349 - 472,349 None
Wise Providence Limited 1,500,000 5,854 - - 1,500,000 5,994 - 140 - - - - - None
$ 346,200 $ 259,609 $ 123,390 % 11,172 ($ 21,242) $ 472,349 $472,349
Note: Including the share of other comprehensive income and(gsigss) on disposal of the subsidiary accounted for usinty egathod.

Statement 5 P1



Statement 6
Name
Non-related parties
005505
005507
002884
Others

Chaintech Technology Corp.
Statement of Accounts Payable

December 31, 2019
Unit: NT$ thousand

Description Amount Remarks
$ 209,21¢
62,295
31,277
16,309Each customer's balance did no
$ 319,09¢exceed 5% of the account balan

Statement 6 P1



Chaintech Technology Corp.
Statement of Operating Revenue
For the Year Ended December 31, 2019

Statement 7 Unit: NT$ thousand
ltems Quantity Amount Remarks
Operating revenue:
Computer peripherals 1,473 thousand piec $ 3,778,635
Others 681
3,779,316
Less: Sales return and allowanc ( 188,202)
Net operating revenue $ 3,591,114

Statement 7 P1



Chaintech Technology Corp.
Statement of Operating Costs
For the Year Ended December 31, 2019

Statement 8 Unit: NT$ thousand
Items Amount
Raw materials and materials and supplies at the beginning of the perioc $ 64.424
(including goods in transit) ’
Add: Input amount, net 2,733,154
Less: Disposal of raw materials ( 388,545)
Raw materials and materials and supplies at the end of the period 203.353
(including goods in transit) ( ,353)
Raw materials consumed during the current period (1) 2,205,680
Manufacturing costs - processing cost (2) 76,469
Total manufacturing costs (1)+(2) 2,282,149
Add: Work4in-progress at the beginning of the period 31,438
Acquired during the period 70,419
Less: Transferred form finished goods ( 2,455,524)
Work-in-process at the end of the period ( 78,771)
Cost of finished goods ( 150,289)
Add: Finished products at the beginning of the period 1,599
Acquired during the period 747,643
Transferred form finished goods 2,455,524
Less: Finished products at the end of the period ( 16,234)
Others ( 347
Cost of finished goods 3,037,896
Loss on inventory market value decline 6,406
Sale of raw materials 388,545
Total operating costs $ 3,432,847

Statement 8 P1



Chaintech Technology Corp.
Statement of Operating Expenses

For the Year Ended December 31, 2019
Statement 9 Unit: NT$ thousand
Research and
Administrative development

ltems Selling expenses expenses expenses Total

Payroll expenses $ 9,665 % 11,540 $ 797 $ 22,002

Advertising fees 17,021 - - 17,021

Labor fees 9,167 5,450 - 14,617

Employee benefits 1,170 514 205 1,889

Freight 4,237 10 - 4,247

Public relations

allowances 2,095 3,143 - 5,238

Other expenses

(Note) 6,888 4,269 2,402 13,559
$ 50,243 3 24,926 3 3,404 % 78,573

Note: The amount of each individual item did not exceed 5% of the total amount of the account.

Statement 9 P1



Chaintech Technology Corp.
Summary Statement of Current Period Employee Benefits, Depreciation, Depletion and
Amortization Expenses by Function
For the Year Ended December 31, 2019

Statement 10 Unit: NT$ thousand
. 2019 2018
Functior o i o i o i o i
Type perating perating Total perating perating
costs expenses costs expenses

Employee benefit expens

Salary expenses $ $ 18,75 $ 18,75 $ - $ 18,14¢

Labor and health - 1,472 1,472 - 1,076
insurance premiums

Pension costs - 73¢ - 61¢

733

Directors' remuneratior - 2,514 2,514 - 9,816

Other personnel costs - 2,616 2,61¢€ - 2,623
Depreciation expense 13,341 1,481 14,822 - 2
Note:

1. The number of employees for the current and previous years was 21 and 23 respettively,

which 4 employees were not directors concurrently.

2. Companies listed on the Taiwan Stock Exchange Corporation or Taipei Exchange are required

to disclose the following information:
(1) The average employee benefit expense for the current year was NT$1@ar (T

employee benefit for the current year - Directors' remuneration / "Number of engployee

for the current year - Number of employees who are not directors concurrently").

(2) The average employee benefit expense for the previous year was NT$1,182 (Total
employee benefit for the previous year - Directors' remuneration / "Number of employees

for the previous year - Number of employees who are not directors concurrently™).

(3) The average salary expense for the current year was NT$1,103 (Total salary expense for

the current year / "Number of employees for the current year - Number of empldyees
are not directors concurrently™).

(4) The average salary expense for the previous year was NT$955 (Total salary expense for
the previous year / "Number of employees for the previous year - Number of employees

who are not directors concurrently").

(5) The rate of adjustment in average salary expenses was 15.5% ("Average qadasee
for the current year - Average salary expense for the previous year'rdgavealary
expense for the previous year).

Statement 10 P1



Chaintech Technology Corp.
Endorsements and Guarantees

For the Year Ended December 31, 2019
Table 1 Unit: NT$ thousand

(Unless specified otherwis

Ceiling limit on Ratio of aggregated
endorsements and Endorsements ar  endorsements and Parent providin¢Subsidiary providint
Subiject of endorsements and guarantees guarantees guarantees guarantees Ceiling limiton  endorsements  endorsements
Maximum balance o Balance of endorsemeniEndorsements ar to net value in the mo endorsements ar Endorsements and
No. Endorser/Guarantor Relationshiy for a single enterpris endorsements and guarantees guarantees secured with recent guarantees  and guarantee: and guarantees guarantees
and guarantees for tt
(Note 1) Company name Company name (Note 2) (Note 3) current period  at the end of current perit used collateral financial statements (Note 3) for subsidiary for parent involving Mainland China Remarks
0  Chaintech Technology CorpSitonholy (Tianjin) Technology Co., Ltd. 2 $ 776,024 $ 55,965 $55,965 $55,965 $ - 3.61 $776,024 Y N Y

Note 1: Explanations are as follows:

(1) The issuer shallfill in 0.

(2) The investees are numbered in alphabetical order bagimith the Arabic numeral 1.
Note 2: Listed below are the 7 types of companieghich Chaintech may provide endorsement/guarantee:

(1) Acompany with which it does business.

(2) Acompany in which Chaintech directly and indirectblds more than 50% of the voting shares.

(3) Acompany that directly and indirectly holds more 11586 of the voting shares in Chaintech.

(4) Among companies Chaintech directly and indirectly 8&@8% or more of the voting shares

(5) A company with contractual mutual-endorsement requingiieg construction contracts.

(6) Companies endorsement guaranteed by all contributargisblders according to their shareholding ratio for jowéstment relation.

(7) Joint and several guarantee for performance in engagm@gelling house contract among counterparts in accoedsith consumer protection law.
Note 3: The ceiling limit on endorsements and guaesprovided by Chaintech, on endorsements and gaasaftr a single enterprise, and on endorsements anangees provided by Chaintech and its subsidiar@sdive 50% of the net value in the most recent fir@statements respectively.

Table 1 P1



Chaintech Technology Corp.
Marketable Securities Held at the End of the Period (excluding Subsidiaries, Assont&snaVentures)

For the Year Ended December 31, 2019

Table 2 Unit: NT$ thousand
(Unless specified otherwise)
End of period

Company holding securities Type and name of securities Relationship with the issuer of securities Accounting item Number of shares Carrying amount  Shareholding ratio Fair value Remarks
Chaintech Technology Corp. Shares of INPAQ Technology Co., Ltd. - Current financial assets at fair value through profit or loss 57,000 $ 2,172 0.04% $ 2,172
Chaintech Technology Corp. Shares of APAQ Technology Co., Ltd. - Non-current financial assets at fair value through otbermehensive income 3,050,000 121,695 3.61% 121,695
Chaintech Technology Corp. Shares of CloudMile Co., Ltd. (Cayman Islands) - Non-current financial assets at fair value through otberprehensive income 510,204 15,350 2.77% 15,350
Sitonholy (Tianjin) Technology Co., LtBeneficiary certificates_Tianlibao net-value wealth - Current financial assets at fair value through profit or loss - 135,607 - 135,607
management product
Beijing Sitonholy Technology Co., Ltd Beneficiary certificates_Gongying Wenjian Tiantianli - Current financial assets at fair value through profit or loss - 46,494 - 46,494

wealth management product

Table 2 P1



Chaintech Technology Corp.
Accumulated Acquisition or Disposal of the Same Securities Reaching NT$300 Million or 209d-of Rapital or More
For the Year Ended December 31, 2019

Table 3 Unit: NT$ thousand
(Unless specified otherwise)
Beginning of period Acquisition (Note 3) (Note 4) Disposal (Note 3) End of period
Investor Type and name of securities (Note 1)  Accounting item Counterparty (Note 2) Relationship (Note 2) Number of share Amount Number of share Amount Number of share Selling price Carrying value Gain or loss on dispos Number of share: Amount
Shenzhen Jinghong Digital R&D Sitonholy (Tianjin) Technology Co., Ltd.  Long-term equity Non-related party, capit: Subsidiary of - $ - - $384,570 - $ - $ - $ - - $342,073
Service Co., Ltd. investments - Tianjir increase by cash Chaintech's subsidiar

Note 1: Marketable securities in the table refer tolstplbonds, beneficiary certificates and other relatedaére securities.

Note 2: Fill in two separate columns if the marketageurities are recorded in investments using equitiiode Others can be left blank.

Note 3: The accumulated cost of purchase and sadishbshcalculated separately based on market valseedf the amount exceed NT$300 million or 20% of Gteah's paid-in capital.
Note 4: The amount of disposal includes contingensileration.

Table 3 P1



Table 4
Company Counterparty Relationship

. 100% reinvestment busine:
Chaintech Technology Corp.  Colorful Technology Co., Ltd. by Colorful Group

. Shenzhen Colorful Yugong Technology and The same person in charge
Chaintech Technology Corp. Development Co., Ltd. the Colorful Group
Sitonholy (Tianjin) Technology Shenzhen Colorful Yugong Technology and The same person in charge
Co., Ltd. Development Co., Ltd. the Colorful Group

Purchase (sale)

Sales
Sales

Purchases

Chaintech Technology Corp.
Purchases and Sales with Related Parties Reaching NT$100 Million or 20% of Pauitah dviore
For the Year Ended December 31, 2019

Unit: NT$ thousand
(Unless specified otherwise)

Transaction Unusual trade conditions and its reaso Ratio of notes and accounts receivable (payable)
to total notes and account
Amount Percentage of total purchases (sall  Credit period Unit price Credit period Balance receivable (payable) Remarks
$ 1,877,101 52% OA45 ~ 125 days Not applicable Not applicable $ 614,072 73% -
120,700 3% OA 30 days Not applicable Not applicable 2,714 - -
117,368 3% OA 30 days Not applicable Not applicable 10,741 3% -

Table 4 P1



Chaintech Technology Corp.
Receivables from Related Parties Reaching NT$100 Million or 20% of Paid-in Capitater

For the Year Ended December 31, 2019

Table 5 Unit: NT$ thousand

(Unless specified otherwise)
Overdue receivables from related partic Receivables from related parties

Company name Counterparty Relationship Balance of receivables from related parties  Turnover rate Amount Handling method recoverable after period Allowances for losses
Chaintech Technology Corp. Colorful Technology Co., Ltd. 100% reinvestment business by Colorful Group $ 614,072 2.89 $ - - $ 70,783 $ 186)

Table 5 P1



Chaintech Technology Corp.
Parent-subsidiary and Subsidiary-subsidiary Business Relations and Significanttioassad Amounts Thereof

For the Year Ended December 31, 2019
Table 6 Unit: NT$ thousand
(Unless specified otherwise)
. L Transaction status
Relationship with counterpart .
No. (Note 1) Company name Counterparty (Note 2) Account Amount Transaction terms Percentage of consolidated
revenue or total assets
0 Chaintech Technology Corp. Shenzhen Jinghong Digital R&D Service Co., Lti Parent company to a subsidie Operating expenses $ 7,328 Agreed by both parties -
0 Chaintech Technology Corp. Shenzhen Jinghong Digital R&D Service Co., Ltt Parent company to a subsidie Other payables 2,011 - -

Note 1: Information of business contacts between thenpaompany and subsidiaries shall be specified inchlamn. Please fill in the No. column following timstruction:

(1) The parent company is coded 0.
(2) The subsidiaries are coded from "1" in the order presentéx table above.
Note 2: Regarding the percentage of transaction amowutrisolidated revenue or total assets, it is caledilbased on the ending balance to consolidatatiassets for balance sheet items; it is calculagseédon interim accumulated amount to consolidag¢dewenue for profit or loss items.
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Chaintech Technology Corp.
Information on investments in Mainland China - Basic Information
For the Year Ended December 31, 2019

Table 7
Accumulated investment amount remit Accumulated outflow or recoverAccumulated investment amount remit
Name of investee in Mainland China Main businesses and products Actual paid-in capital Investment method (Note 1) from Taiwan at beginning of period Outflow Recovery from Taiwan at end of period
Dongguan Changan Fortech ElectronicsProduction of motherboards, graphics cards, and computer $343,327 Investing in a third region to set up a company toveshin companies in $ 343,327 $ - ($343,327) $ -
Co., Ltd. peripherals Mainland China (through the investment of Bahamas Fe&&mtghai Co., Ltd
Shenzhen Jinghong Digital R&D ServiceTechnology research and development and trading dfefgc 499,045 Direct investment 239,456 HHHHHHHE - 499,065
Co., Ltd. products, computer hardware, and peripheral devices

Note 1: The method of investment in Mainland Chirdudes the three following types:
(1) Direct investment
(2) Investmentin Mainland China through a company sehwpthird area (Bahamas Federal Shanghai)
(3) Others
Note 2: The valuation is recognized in the finanstatements audited by the CPAs of the parent compaFgiwan.
Note 3: In July 2019, the Group disposed of BahamasrBé8hanghai and its subsidiary, Fortech ElectroRicxeeds from disposal amounted to US$4,880 thousand.

Company name Accumulated investment amount remitted from Taiwakl&nland China at end of pericInvestment amount authorized by Investment CommisSMM@EA Ceiling on investment in Mainland China regulated byetment Commission, MOE
Chaintech Technology Cor $ 499,065 $ 1,022,416 $ 1,032,146

Note: Chaintech invested US$5 million in Shenzheghiong Digital R&D Service Co., Ltd., which was appr¥y the Investment Commission, Ministry of Economitaké on November 26, 2015.
US$3 million (equivalent to NT$96,780) was remitted\pril 2016, and remaining US$2 million was remittedJanuary 3, 2019.

Note: Chaintech increased capital of Shenzhen Jingbagital R&D Service Co., Ltd. by US$6.4 million, wiiavas approved by the Investment Commission, Mintigconomic Affairs on February 1, 291
The full investment was remitted in 2019.
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Chaintech Technology Corp.
Information on Investments in Mainland China - Significant Transactions between Chaintech and
Investees in Mainland China Directly or Indirectly through Entities in a Third Area
For the Year Ended December 31, 2019

Table 8
Accounts Endorsements and
Sales Property receivable guarantees or collater.
Name of (purchases transactions (payable) provided Financing
investee in Highest balanc Balance at
Mainland Amou Amoun Balance at within the end of InterestInterest in the
China nt % t % Balance % end of perio Purpose period period range current perio  Others
Shenzhen
Jinghong $ $ s Operating
Digital R&D - ©og011) $ - - $ - $ - - $ - expenses
Service Co. ' $7,328
Ltd.
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Appendix Il: Consolidated Financial Report for the Most Recent Year

Chaintech Technology Corp. and Subsidiaries
Declaration of Consolidated Financial Statements of Affiliated Companies

The companies required to be included in the consolidated financial statements of affiliates under
the "Criteria Governing Preparation of Affiliation Reports, Consolidated Business Repdrts a
Consolidated Financial Statements of Affiliated Enterprises” are all the same as companies requir

to be included in the consolidated financial statements of Chaintech Technology Corp. and
subsidiaries for the year ended December 31, 2019 as provided in the IFRS 10 Consolidated
Financial Statements. In addition, relevant information that should be disclosed in the consolidated
financial statements of affiliates has all been disclosed in the consolidated financial statements of
Chaintech and subsidiaries. Consequently, Chaintech does not prepare separate consolidated
financial statements of affiliates.

Hereby declared by

Company Name: Chaintech Technology Corporation
Person in Charge: Shu-Jung Kao

March 27, 2020
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Independent Auditors' Report
(109)Financial Review Reference N0.19004963

To Chaintech Technology Corp.:

Audit Opinions

The independent auditors have audited the accompanying consolidated balance sheets of Chaintech
Technology Corp. and subsidiaries (hereinafter referred to as "the Group'Desewshber 31, 2019

and 2018, and the related consolidated statements of comprehensive income, consolidated
statements of changes in equity, consolidated statements of cash flows, and notes to the
consolidated financial statements (including summary of significant accounting policies) for the
years ended December 31, 2019 and 2018.

In our opinions, the accompanying consolidated financial statements, in all material respects, give a
true and fair view of the consolidated financial position of the Group as of December 31, 2019 and
2018, and of its consolidated financial performance and its consolidated cash flows forrgshe yea
then ended in accordance with the "Regulations Governing the Preparation of Financial Reports by
Securities Issuers” and the International Financial Reporting Standards (IFRSs), ortatnati
Accounting Standards (IASs), International Financial Reporting Interpretations Committé€)(IFR
Interpretations, and Standing Interpretations Committee (SIC) Interpretations endorsed by the
Financial Supervisory Commission of the Republic of China.

Basisfor Audit Opinion

For consolidated financial statements for the year ended December 31, 2019, we conducted our
audit in accordance with the "Regulations Governing Auditing and Attestation of Financial
Statements by Certified Public Accountants,” "Financial Supervisory Commission Letter
Jin-Guan-Zheng-Shen-Zi No. 1090360805 dated February 25, 2020," and Generally Accepted
Auditing Standards (GAAS) of the Republic of China. For consolidated financial statements for the
year ended December 31, 2018, we conducted our audit in accordance with the "Regulations
Governing Auditing and Attestation of Financial Statements by Certified Public Accountants," and
GAAS of the Republic of China. Our responsibilities under those standards are further described
the section of Responsibilities of Certified Public Accountants for Auditing Financial Statements.
We are independent of the Group in accordance with The Norm of Professional Ethicgifie@dCe

Public Accountant of the Republic of China, and we have fulfilled our other ethical respoasibiliti

in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to serve as the foundation of our audit opinion.

Key Audit Matters

Key audit matters refer to matters that, in our professional judgment, were of most sigmifitanc

our audit of the Consolidated Financial Statement of the Group for the year ended December 31,
2019. These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming out opinion thereon, and we do not provide a separate
opinion on these matters.
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Key audit matters for the Consolidated Financial Statement of the Group for the year ended

December 31, 2019 are stated as follows:

Salesrevenue cut-off

Description

Regarding the recognition of accounting policy for sales revenues, please dtgesaV (XXV)

of the consolidated financial statements. For accounting description for sales revenue, please refe

to Note VI (XVI) of the consolidated financial statements.

The Group has engaged in the trading and manufacturing of computer peripherals. igales odir

goods is recognized when the goods are delivered out. However, the sales revenue will not be

recognized until the customer take the delivery of goods and the transfer control has gessed. T

Group mainly relies on the statements or other information provided by the depositary of the

delivery warehouse, then uses the actual shipment made by the warehouse to the customer as the

basis for recognizing the income.

The recognition of the turnover from the warehouse is based on the information and report provided

by the depositary as the basis for recognizing the sales revenue. These revenue recognitions

generally involve a large number of manual operations. Considering that the volume of the
shipments of the Group is large, and the amount of transaction before and after thal fitzac

has a significant impact on the financial statements, the independent auditors have thus listed the

sales revenue as the most important matter for this year's audit.

Corresponding audit procedures

The independent auditors have performed the following key audit procedures for the matter

mentioned above:

1. Understand Revenue recognition and adjustment procedures for revenue cut-off fonshipme
from the depositary of warehouse of the Group. Then, inspect the appropriateness of the
revenue's recognition from the warehouse, including understanding of the relevant internal
control procedures, obtaining information and the statements provided by the depositary.

2. Carry out an internal control test for the sales revenue from the warehooisier to make
sure that the Group determine the sales recognition when the customer receives the delivery of
goods and the right of control is transferred.

3. Perform a closing test for sales revenue from delivery of warehousesdotain period before
and after the balance sheet date, including the verification of shipment certificates and that
revenue recognition is recorded in the appropriate period.

4. Perform random checks on physical stock taking and on-site inventory observation in the
warehouse and check if the inventory quantity on the record is correct.

Assessment of purchase price allocation

Description

Chaintech Technology Corp. acquired a 51% equity interest in Sitonholy (Tianjin) Technolggy Co.

Ltd. through Shenzhen Jinghong Digital R&D Service Co., Ltd. at the amount of RMB 86,360

thousand (including contingent consideration of RMB 44,360 thousand).

This merger and acquisition (M&A) case was accounted for using the acquisition method. &or mor
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information, please refer to Note IV (XXVI) of the consolidated financial statements. The sgircha

price was measured based on the purchase price allocation (PPA) report issued BclChaint

Technology Corp.'s designated external expert, and identifiable assets of Sitonholy (Tianjin)

Technology Co., Ltd. acquired and its liabilities assumed were allocated accordingiynoFer

information, please refer to Note VI (XXIV) of the consolidated financial statements. As the amount

of M&A is large and PPA assumption involves management's estimates, it has a matertabrmpac
the financial statements; therefore, we have included the M&A case in the key audit matters for this
year.

Corresponding audit procedures

The independent auditors have performed the following key audit procedures for the matter

mentioned above:

1. Audit the internal control procedures for M&A transactions, including reviewing the M&A
contract and checking relevant vouchers.

2. Obtain the acquiree's financial information and assess management's identification of the
acquiree's net identifiable assets and liabilities assumed on the acquisition date in accordance
with relevant accounting standards.

3. Review the rationality of management's valuation model for identifiable intangible assets or
contingent consideration and its cash flow forecasting, including the following procedures:

(1) Check the settings of the valuation model's parameters and formulas.

(2) Compare the revenue growth rate, gross profit margin, and operating profit margin used
by the model with historical results and industry data.

(3) Compare the discount rate used with other comparable targets in the market.

Other Matters— Parent Company Only Financial Statements

The independent auditors have also audited the parent company only financial statements of
Chaintech Technology Corp. for the years ended December 31, 2019 and 2018, for whieh we ha
issued the audit report with an unqualified opinion for reference.

Responsibility of the Management and the Governing Body 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,” the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations as endorsed by the Financial Sypervisor
Commission, and for such internal control as management determines is necessary tthenable
preparation of consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the Consolidated Financial Statements, the responsibility of the management includes
assessing the Group's ability to continue as a going concern, disclosing going concern related
matters, as well as adopting going concern basis of accounting unless the management intends to
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liquidate the Group or terminate the business, or has no realistic alternative but to do so.
Those charged with governance, including the supervisors, are responsible for overseeing the
Group's financial reporting process.

Responsibilities of Certified Public Accountants for Auditing 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 anenwor,

issue an auditor's report that includes our opinion. Reasonable assurance is a higlassuebote,

but is not a guarantee that an audit conducted in accordance with Generally Accepted Auditing

Standards (GAAS) of Republic of China will always detect a material misstatement when it exists.

Misstatements may arise from fraud and error. If it could be reasonably anticipatethethat

misstated individual amounts or aggregated sum could have influence on the economic decisions

made by the users of the consolidated financial statements, it will be deemed as material.

As part of an audit in accordance with GAAS of Republic of China, we exeram$esgional

judgment and maintain professional skepticism throughout the audit. We also execute the following

tasks:

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 taskisose r
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 that
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 exanessing
opinion on the effectiveness of the Group's internal control.

3. Evaluate the appropriateness of accounting policies adopted by the management and the
reasonableness of the accounting estimates and related disclosures made accordingly.

4. Conclude on the appropriateness of the management's use of the going concern basis of
accounting and, based on the audit evidence obtained, determine whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group's ability to
continue as a going concern. If we conclude that a material uncertainty exists, wguaes re
to draw attention in our auditor's report to the related disclosures in the consdiidatedal
statements; or, if such disclosures are inadequate, we are required to modify our. @ainion
conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or circumstances may cause the Group to no longer continue as a going
concern.

5. Evaluate the overall expression, structure, and contents of the consolidated financial statements
(including related notes) and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
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6. Obtain sufficient and appropriate audit evidence with regard to the financial information of the
entities within the Group to express an opinion about the consolidated financial statements. We
are responsible for the direction, supervision, and performance of the audegmada isolely
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
The Norm of Professional Ethics for Certified Public Accountant of the Republic of China
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.

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, 2019 and are therefore the key audit matters. We describe thesa matters
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.

PwC Taiwan

Sheng-Chung Hsu
Certified Public Accountants
Han-Chi Wu

Financial Supervisory Commission

Approved Certification Number: Financial Control
Certificate No. 1010034097

Former Securities and Futures Bureau Committee
Approved Certification No.: (2011)TCZ(6)Z2157088
March 27, 2020
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Chaintech Technology Corp.
Parent Company Only Balance Sheets
For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand

December 31, 2019 December 31, 2018
Assets Notes Amount % Amount %
Current assets
1100 Cash and cash equivalents VI () $ 360,08 1 $ 652,91 32

Current financial assets at fair
1110 VI (1) 184,27. 8 1,75¢ -
value through profit or loss

1170 Accounts receivable, net VI (V) 335,32 14 237,45t 12
Accounts receivable due from

1180 VI (V) and VIl 616,78 2€ 685,97 34
related parties, net

1200 Other receivables 2,77¢ - 441 -
1220 Current tax assets 9,04« - - -
130X Current inventories VI (V) 346,79! 1t 95,83 5
1410 Prepayments 51,88 2 21,63¢ 1
1470 Other current assets VI (V1) and VIII 63,08t 3 32,64¢ 2
11XX Total current assets 1,970,05 82 1,728,66 8€

Non-current assets
Non-current financial assets at
1517 fair value through other VI (1) 137,04! 6 108,98! 5

comprehensive income

1600 Property, plant and equipment VI (VII) 62,00 3 122,07: 6
1755 Right-of-use assets VI (VI 11,36¢ - - -
1780 Intangible assets VI (IX) 188,97: 8 - -
1840 Deferred tax assets VI (XXII) 3,43t - 6 -
1900 Other non-current assets 8,74( - 54,77¢ 3
15XX Total non-current assets 411,55 17 285,84 14
IXXX Total Assets $ 2,381,61 100 $ 2,014,50. 10cC

The accompanying notes are an integral part of the parent comparfijnantjal statements. Please refer to it as well.
Chairman: Shu-Jung Kao Manager: Shu-Jung Kao Accounting Officer: Yu-Nu Lai
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Chaintech Technology Corp.
Parent Company Only Balance Sheets
For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand

December 31, 2019 December 31, 2018
Liabilities and equity Notes Amount % Amount %
Current liabilities
2100 Current borrowings VI (XI) and VI $ 156,59 7% - -
2130 Current contract liabilities VI (XVI) 14,54! 1 - -
2150 Notes payable 24 - - -
2170 Accounts payable 358,86 1t 156,85! 8
2180 Accounts payable to related VIl
parties 10,74: - - -
2200 Other payables VI (XI1) and VII 98,98 4 69,78: 3
2230 Current tax liabilities - 52,17( 3
2280 Current lease liabilities VI (V) 10,57« - - -
2300 Other current liabilities 44z - 19: -
21XX Total current liabilities 650,76 27 279,00: 14
Non-current liabilities
2570 Deferred tax liabilities VI (XXII) 5,48¢ 1 - -
2580 Non-current lease liabilities VI (V) 987 - - -
2600 Other non-current liabilities VI (XXIV) 4,13( - 1,37¢ -
25XX Total non-current liabilities 10,60¢ 1 1,37¢ -
2XXX Total liabilities 661,37. 2€ 280,37¢ 14
Equity
Equity attributable to owners of
parent
Share capital VI (XIV)
3110 Ordinary share 1,014,98 4z 1,014,98 5C
Retained earnings VI (XV)
3310 Legal reserve 122,291 5 97,85¢ 5
3320 Special reserve 112,51 5 88,48: 5
3350 Unappropriated retained earnir 551,54. 23 645,31( 32
Other equity interest
3400 Other equity interest ( 97,547 ( 4) ( 112,519 ( 6)
3500 Treasury shares ( 151,740 ( 6) - -
31XX Total equity attributableto
owner s of parent 1,552,04 6E 1,734,12. 8€
36XX Non-controlling interests 168,191 7 - -
3XXX Total equity 1,720,24 72 1,734,12. 8€
Significant contingent liabilities IX
and unrecognized contract
commitments
Significant events after theend of Xl
thefinancial reporting period
3X2X Total liabilitiesand equity $ 2,381,61 100 $ 2,014,50: 10C

The accompanying notes are an integral part of the parent comparfijnantjal statements. Please refer to it as well.
Chairman: Shu-Jung Kao Manager: Shu-Jung Kao Accounting Officer: Yu-Nu Lai
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Chaintech Technology Corp.
Consolidated Statements of Comprehensive Income

For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand

(EPS in NT$)
2019 2018
Items Notes Amount % Amount %
4000 Operating revenue VI (X) (XVI) and
VI $ 4,738,18 100 $ 4,050,31! 10cC
5000 Operating costs VI (V) (X)
(XX) (XXI) ( 4,405,54) (93 ( 3,677,89) (93
5950 Grossprofit from operations 332,63t 7 372,41 9
Oper ating expenses VI (X) (XX)
(XXI) and VI
6100 Selling expenses ( 107,889 ( 2) ( 51,956 ( 1)
6200 Administrative expenses ( 77,159 ( 2) ( 30,79) ( 1)
6300 Research and development
expenses ( 16,62°) - | 22,370 ( 1)
6450 Impairment gain 1,16¢ - - -
6000 Total operating expenses ( 200,509 ( 4) ( 105,12) ( 3)
6900 Net operating income 132,13 3 267,29 6
Non-oper ating income and
expenses
7010 Other income VI (X) (XVII) 8,40¢ - 11,75( -
7020 Other gains and losses VI (X) (XVIII) 17,24¢ - 30,22 1
7050 Financial costs VI (IXX) ( 5,88¢) - | 2,165 -
7000 Total non-oper ating income
and expenses 19,77: - 39,80¢ 1
7900 Profit beforetax 151,90 3 307,10: 7
7950 Tax expense VI (XXII) ( 14,68.) - | 50,459 ( 1)
8000 Profit from continuing operations 137,22: 3 256,64« 6
8100 Loss from discontinued VI (X)
operations ( 8,54%) - | 12,340() -
8200 Profit $ 128,67! 3 3 244,30« 6

The accompanying notes are an integral part of the parent comparfijnantjal statements. Please refer to it as well.
Chairman: Shu-Jung Kao Manager: Shu-Jung Kao Accounting Officer: Yu-Nu Lai
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Chaintech Technology Corp.
Consolidated Statements of Comprehensive Income

For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand
(EPS in NT$)
2019 2018
ltems Notes Amount % Amount %
Other comprehensive income, net
Components of other
comprehensive income that
will not bereclassified to
profit or loss
8316 Unrealized gains (losses) fron VI (lll)
investments in equity
instruments measured at fair
value through other
comprehensive income $ 28,06( - (8 75,999 ( 2)
8310 Components of other
comprehensiveincome that
will not bereclassfied to
profit or loss 28,06( - 75,999 ( 2)
Components of other
comprehensive income that
will bereclassified to profit or
loss
8361 Exchange differences on
translation ( 13,087) - ( 7,217)
8360 Components of other
comprehensive income that will

bereclassfied to profit or loss ( 13,087) - ( 7,217) -
83000ther comprehensive income, net $ 14,97: - (8 83,21) ( 2)
8500Total comprehensiveincome $ 143,65: 3 8 161,09 4
Profit (loss), attributableto:
8610 Profit (loss), attributable to
owners of parent $ 106,94: 2 3 244,30« 6
8620 Non-controlling interests 21,73% 1 - -
$ 128,67 3 3 244,30« 6
Comprehensive income,
attributableto:
8710 Profit (loss), attributable to
owners of parent $ 121,91 3 $ 161,09: 4
8720 Non-controlling interests 21,73% - - -
$ 143,65. 3 3 161,09: 4
Basic ear nings per share VI (XXIII)
9710 Basic earnings per share fronr
continuing operations $ 1.3¢ $ 2.51
9720 Basic loss per share from
discontinued operations ( 0.09) ( 0.12)
Basic earnings per share fron
non-controlling interests ( 0.22) -
9750 Total basic earnings per share $ 1.06 $ 2.3¢
Diluted ear nings per share VI (XXIII)
9810 Diluted earnings per share fro
continuing operations $ 13 $ 2.51]
9820 Diluted loss per share from
discontinued operations ( 0.0¢) ( 0.19)
Diluted earnings per share fro
non-controlling interests ( 0.29) -
9850 Total diluted earnings per
share $ 1.0¢6 $ 2.3¢

The accompanying notes are an integral part of the parent comparfijnantjal statements. Please refer to it as well.
Chairman: Shu-Jung Kao Manager: Shu-Jung Kao Accounting Officer: Yu-Nu Lai
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Chaintech Technology Corp.
Consolidated Statements of Changes in Equity
For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand
(EPS in NT$)

Equity attributable to the owners of parent company

Retained earnings Other equity
Unrealized gains/losses or
Exchange difference arisint  financial assets at fair value

Unappropriated retained from translation of foreign through other comprehensiv
Notes Share capital - Ordinary sha Legal reserve Special reserve earnings operation financial statemer income Treasury shares Total Non-controlling equity Total equity
2018
Balance as of January 1, 2018
24 $ 1,092,48 $ 97,85! $ 84,13 $ 478,45 ( $ 29,30 ) $ - $ - $  1,723,62 $ - $ 1,723,62
Amount of adjustment caused by modified retrospective méffiote) . - -
- - - ( 327) - - - ( 32%) - ( 327)
Balance after adjustment as of January 1, 2018
1,092,48! 97,85¢ 84,13 478,12 ( 29,30( ) - - 1,723,30: - 1,723,30:
Profit
- - - 244,30 - - - 244,30« - 244,30«
Other comprehensive income
P - - - - ( 721:)  ( 75,99¢ ) - ( 83,21 ) - ( 83,217)
Total comprehensive income
- - - 244,30« ( 721:)  ( 75,99¢ ) - 161,09 - 161,09
Earnings appropriation and distribution: VI (XV)
Special reserve appropriated
P pprop - - 4,35( ( 4,35( ) - - - - - -
Purchase of treasury shares
v - - - - - - ( 150,27:) ( 150,27 ) - ( 150,27:)
Retirement of treasury shares .
( 77,50( ) - - ( 72,770) - - 150,27: - - -
Balance as of December 31, 2018
$ 1,014,98 $ 97,85! $ 88,48 $ 645,31 ( $ 36,51 ) ( $ 75,99 ) $ $ 173412 $ - $ 1,734,12
2019
Balance as of January 1, 2019
v $ 1,014,98 $ 97,85! $ 88,48 $ 645,31 ( $ 36,51 ) ( $ 75,99 ) $ - $ 173412 $ - $ 1,734,12
Profit
- - - 106,94; - - - 106,94. 21,73; 128,67¢
Other comprehensive income _
- - - - ( 13,08 ) 28,06( - 14,97¢ - 14,97¢
Total comprehensive income ) R
- - - 106,94. ( 13,087 ) 28,06( - 121,91 21,73% 143,65:
Earnings appropriation and distribution VI (XV)
Legal reserve appropriated
9 pprop - 24,43: - ( 24,43:) - - - - - -
Special reserve appropriated
P pprop - - 24,03 ( 24,030) - - - - - -
Cash dividends
- - - ( 152,241 ) - - - ( 152,24t ) - ( 152,24¢)
Purchase of treasury shares
- - - - - - ( 151,74t ) ( 151,74t ) - ( 151,74¢)
Changes in non-controlling interests
- - - - - - - - 146,45 146,45
Balance as of December 31, 2019
$ 1,014,98 $ 122,29 $ 112,51 $ 551,54 ( $ 49,60 ) ( $ 4793') ( $ 151,741) $ 1,552,004 $ 168,19 $ 1,720,24

The accompanying notes are an integral part of the parent comparfjnantyjal statements. Please refer to it as well.
Chairman: Shu-Jung Kao Manager: Shu-Jung Kao Accounting Officer: Yu-Nu Lai
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Chaintech Technology Corp.
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand

Notes 2019 2018
Cash flows from (used in) operating activities
Profit before from continuing operations before tax $ 151,90! $ 307,10:
Loss from discontinued operations before tax ( 8,48t ) ( 12,27¢)
Profit before tax 143,42( 294,82¢
Adjustments
Adjustments to reconcile profit (loss)
Depreciation expense VI (V) (XX) 21,21¢ 11,95¢
Depreciation expense on rigbf-use assets VI (VI 5,91¢ -
Amortization expense VI (IX) 10,18¢ -
Gain on reversal of expected credit loss 12(2) ( 1,16¢€ ) -
Valuation adjustment for financial assets at fair gahrouglt VI (Il)
profit or loss ( 2,792) ( 18¢t)
Loss on disposal of investments 37C -
Interest expense VI (IXX) 5,50( 2,16t
Interest expense on lease liabilities VI (V) 384 -
Interest income VI (XVIN) ( 4,461) ( 7,252)
Dividend income VI (XVII) ( 3,05¢) ( 4,34()
Loss on disposal of property, plant and equipment VI (XVIIT) 474 17
Gain on disposal of discontinued operations VI (X) ( 26,317%) -
Changes in operating assets and liabilities
Changes in operating assets
Financial assets at fair value through profit or loss ( 179,72¢) ( 1,570)
Accounts receivable (including related parties) 162,62¢ 153,34!
Other receivables 10,887 -
Inventories ( 164,87() 18,957
Prepayments ( 50,26( ) -
Other current assets 28,20« ( 89C)
Other non-current assets ( 44,857 ) 53¢
Changes in operating liabilities
Contract liabilities 5,85: -
Notes payable 24 -
Accounts payable (including related parties) 77,53: ( 55,86¢ )
Other payables 33,94: 24,37
Other current liabilities ( 22,928) ( 492)
Cash inflow generated from operations 6,11¢ 435,58
Interest received 4,61¢ 7,252
Dividends received 3,052 4,34(
Interest paid ( 5,32¢) ( 2,16%)
Income tax paid ( 80,37) ( 86€ )

Net cash flows from (used in) operating activities ( 71,90¢) 444,14!
Cash flows from (used in) investing activities
Acquisition of financial assets at fair value througher

comprehensive income - ( 184,98¢)
Net cash flow from acquisition of subsidiaries ( 160,98 ) -
Acquisition of property, plant and equipment VI (V) (XXVI) ( 48,99 ) ( 22,22¢)
Proceeds from disposal of subsidiaries VI (X) 151,56! -
Proceeds from capital reduction of investments 5,97¢ -
(Increase) decrease in restricted assets ( 28,39() 19,19:
Increase in prepayments for investments - ( 44,72()
Net cash flows used in investing activities ( 80,83:) ( 232,74()
Cash flows from (used in) financing activities
Increase in short-term loans 156,59° -
Guarantee deposits received 1,018 ( 47)
Payments of lease liabilities ( 5,94¢) -
Cash dividends paid VI (XV) ( 152,24¢) -
Payments to acquire treasury shares ( 151,74¢) ( 150,27:)
Net cash flows used in financing activities ( 152,33:) ( 150,32()
Effect of exchange rate changes 12,24¢ ( 4,707)
Net increase (decrease) in cash and cash equivalents ( 292,820) 56,37¢
Cash and cash equivalents at beginning of period 652,91 596,53:
Cash and cash equivalents at end of period $ 360,08¢ $ 652,91

The accompanying notes are an integral part of the parent comparfjnantyial statements. Please refer to it as well.
Chairman: Shu-Jung Kao Manager: Shu-Jung Kao
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Chaintech Technology Corp. and Subsidiaries
Notes to the Consolidated Financial Statements
For the Years Ended December 31, 2019 and 2018
Unit: NT$ thousand
(Unless specified otherwise)

Company History

() The original East Chaintech Technology Corp. was established in November 1986,
and was renamed as Chaintech Technology Corp (hereinafter referred to as
"Chaintech") in January 2013. Approved by the Securities and Futures Bureau as
an OTC-listed company in December 1997, Chaintech was transferred to be a
listed company and was listed at the stock exchange market on August 17, 2000.
Chaintech and its subsidiaries (hereinafter referred to as "the Group") are
principally engaged in the business of buying and selling and manufacturing of
motherboards, display cards, and computer peripherals.

() Colorful Group Ltd. (hereinafter referred to as "the Colorful Group") acquired 10%
equity in Chaintech indirectly through Zhongjie Xingye Co., Ltd., and acquired
100% equity in Yicheng International Development Co., Ltd. (which held¥36.2
equity of Chaintech) in June 2014. Therefore, Colorful Group held 46.2% equity in
Chaintech indirectly, and obtained more than half of the seats in Chaintech's Board
of Directors. In June 2017, Zhongjie Xingye Co., Ltd. sold all the equity of
Chaintech it held. In July 2016, Yicheng International Development Co., Ltd. sold
the equity of Chaintech to 26.11%. As of December 31, 2019, the Colorful Group
indirectly held 28.11% of the equity in Chaintech through Yicheng International
Development Co., Ltd. As of December 31, 2019, the Group had 131 employees.

[I.  Approval Date and Procedures of the Consolidated Financial Statements
The consolidated financial statements were approved by the Board of Directors on March 27,

2020.
[ll.  Application of New and Amended Standards and Interpretations
0] The impact of adopting new and amended International Financial Reporting
Standards ("IFRSs") endorsed by the Financial Supervisory Commission, R.O.C
("FSC")

Effective date by Internation
New standards, interpretations, and amendments Accounting Standards Boart
Amendments to IFRS 9 "Prepayment Features with Negative January 1, 2019
Compensation”
IFRS 16 "Leases" January 1, 2019
Amendments to IAS 19 "Plan Amendments, Curtailment or January 1, 2019
Settlement”
Amendments to IAS 28 "Long-term Interests in Associates and January 1, 2019
Ventures"
IFRIC 23 "Uncertainty over Income Tax Treatments" January 1, 2019
Annual Improvements to IFRSs 2015-2017 Cycle January 1, 2019

-165-



Except for the following, the aforementioned standards and interpretations have no
significant impact to the Group's financial condition and financial performance
based on the Group's assessment.

IFRS 16 "Leases"

1. IFRS 16 "Leases" supersedes IAS 17 "Leases" and its relevanC IFRI
interpretations and SIC interpretations. The standard requires lessees to
recognize a right-of-use asset and a lease liability (except for those leases with
terms of 12 months or less and leases of low-value assets). The accounting
stays the same for lessors, which is to classify their leases as either finance
leases or operating leases and account for those two types of leases differently.
IFRS 16 only requires enhanced disclosures to be provided by lessors.

2. When applying the 2019 version of IFRSs as endorsed by the FSC, the Group
elects to adopt IFRS 16 without restating the comparative information
("modified retrospective approach” hereinafter) and made adjustments to
lessee lease contracts by increasing the offose assets by NT$20,657
(including reclassification of long-term lease prepayments) and increasing
lease liabilities by NT$11,051 on January 1, 2019.

3. Upon initial adoption of IFRS 16, the Group adopts the following practical
expedients:

(1) Contracts that have previously been identified as leases under IAS 17 and
IFRIC 4 are not reassessed as to whether they are (or contain) leases but
are treated by applying related IFRS 16 requirements.

(2) Applying a single discount rate to a portfolio of leases with reasonably
similar characteristics.

(3) Applying the short-term lease method to leases that end before December
31, 2019. The rental expense recognized for these leases in 2019 was
NT$1,463.

4. The Group applied the Group's incremental borrowing rate to calculate the
present value of lease liabilities. The interest rate was 3%.

5. The Group discloses the amounts of its operating lease commitments pursuant
to IAS 17. Below is the reconciliation of the present value after discount using
the incremental borrowing rate upon the initial application date and the lease

liability recognized on January 1, 2019.

Operating lease commitments applying IFRS 17 "Disclosures" as at Decembe $ 16,592
2018
Add: Reassessment of lease contracts that were originally identified as a serv

contract 141
Less: Service contracts that were not leases upon re-judgement ( 5,007)
Total value of lease contracts for which the recognition of a lease liability is re«

pursuant to IFRS 16 as at January 1, 2019 11,726
The Group's incremental borrowing rate as at the initial application date 3%

Lease liability recognized pursuant to IFRS 16 as at January 1, 2019 $ 11051
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()] Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not
yet adopted by the Group
New standards, interpretations and amendments endorsed by the FSC effective

from 2020 are as follows:
Effective date by Internation:
New standards, interpretations, and amendments Accounting Standards Boarc
Amendments to IAS 1 and IAS 8 "Disclosure Initiative - DefinitiJanuary 1, 2020
of Materiality"
Amendments to IFRS 3 "Definition of a Business" January 1, 2020
Amendments to IFR"S 9, IAS 39, and IFRS 7 "Interest Rate January 1, 2020
Benchmark Reform

The above standards and interpretations have no significant impact to the Group's

financial condition and financial performance based on the Group's assessment.
( Impact of IFRSs issued by IASB but not yet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet

included in the IFRSs as endorsed by the FSC are as follows:
Effective date by International

New standards, interpretations, and amendments Accounting Standards Board
Amendments to IFRS 10 and IAS 28 "Sale or Contribution (To be determined by Internation
Assets between an Investor and its Associate or Joint VenttAccounting Standards Board
IFRS 17 "Insurance Contracts" January 1, 2021
Amendments to IAS 1 "Classification of Liabilities as Currer

" January 1, 2022
Non-Current

The above standards and interpretations have no significant impact to the Group's
financial condition and financial performance based on the Group's assessment.
IV. Summary of Significant Accounting Policies
The principal accounting policies applied in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied to all the periods
presented, unless otherwise stated.
0] Compliance statement
These consolidated financial statements are prepared by the Group in accordance
with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers and IFRS, IAS, IFRIC, and SIC Interpretations endorsed by the FSC.
(1 Basis of preparation
1. Except for the following significant items, these consolidated financial
statements have been prepared under the historical cost convention:
(1) Financial assets and financial liabilities (including derivative instruments)
at fair value through profit or loss.
(2) Financial assets measured at fair value through other comprehensiv
income.

-167-



2. The preparation of financial statements requires the use of certain critical
accounting estimates. It also requires the management to exercise its judgment
in the process of applying the Group's accounting policies. The areas involving
a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the consolidated financial statements are disclosed
in Note V.

(1 Basis of consolidation

1. Principles for preparation of consolidated financial statements

(1) All subsidiaries are included in the Group's consolidated financial
statements. Subsidiaries refer to all entities (including structured entities)
controlled by the Group. The Group controls an entity when the Group is
exposed, or has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its power over the
entity. Consolidation of subsidiaries begins from the date the Group
obtains control of the subsidiaries and ceases when the Group loses
control of the subsidiaries.

(2) Inter-company transactions, balances and unrealized gains or losses on
transactions between companies within the Group have been eliminated.
Accounting policies of subsidiaries have been adjusted where necessary
to ensure consistency with the policies adopted by the Group.

(3) Profit or loss and each component of other comprehensive income are
attributed to the owners of the parent and to the non-controlling interests.
Total comprehensive income is attributed to the owners of the parent and
to the non-controlling interests even if this results in the non-controlling
interests having a deficit balance.

(4) Changes in a parent's ownership interest in a subsidiary that do not result
in the parent losing control of the subsidiary (transactions with
non-controlling interests) are accounted for as equity transactions, i.e.,
transactions with owners in their capacity as owners. Any difference
between the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is recognized
directly in equity.

(5) When the Group loses control of a subsidiary, the Group remeasures any
investment retained in the former subsidiary at its fair value. That fair
value is regarded as the fair value on initial recognition of a financial
asset or the cost on initial recognition of the associate or joint venture.
Any difference between fair value and carrying amount is recognized in
profit or loss. For all amounts previously recognized in other
comprehensive income, they shall be reclassified from equity to profit or
loss.
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2. Subsidiaries included in the consolidated financial statements:

Name of Name of Percentage of equity held
investor companysubsidiary Business activities =~ December 31, 20IDecember 31, 201Explanatior
Chaintech Bahamas Federal General investment - 100% Note 1

Shanghai Co., Ltd. business
(Bahamas Federal
Shanghai)
Chaintech Shenzhen Jinghong Technology R&D and 100% 100% -
Digital R&D Service support and trading of
Co., Ltd. (Shenzhen electronic products,

Jinghong) computer hardware, a
peripheral devices
Chaintech Wise Providence Ltd General investment - 100% Note 2
business
Bahamas FederalDongguan Chang'anProduction of - 100% Note 1
Shanghai Fortech Electronics motherboards, graphic
Co., Ltd. (Fortech  cards, and computer
Electronics) peripherals
Shenzhen JinghoiSitonholy (Tianjin)  Wholesale of electroni51% - Note 3

Technology Co., Ltd.products,
communication
products, household
appliances, office
supplies, computer
hardware and softwar:
and related spare part

Sitonholy (Tianjin)Beijing Sitonholy ~ Wholesale of electroni100% - Note 3

Technology Co., Technology Co., Ltd.products,

Ltd. (Beijing Sitonholy) communication
products, household
appliances, office
supplies, computer
hardware and softwar:
and related spare part

Note 1. On May 9, 2019, the Group's Board of Directors resolved to dispose
of its 100% equity interest in Bahamas Federal Shanghai and its
subsidiary, Fortech Electronics. The Group completed the transfer of
equity in July 2019.

Note 2: Wise Providence Ltd. was liquidated on April 25, 2019.

Note 3: On March 1, 2019, the Group acquired a 51% equity interest in
Sitonholy (Tianjin) Technology Co., Ltd. through Shenzhen
Jinghong.

3. Subsidiaries not included in the consolidated financial statements: None.
4. Adjustments for subsidiaries with different balance sheet dates: None.
5. Significant restrictions: None.

Subsidiaries with significant non-controlling interests to the Group: None.
(V) Foreign currency translation
Items included in the financial statements of each of the Group's entities are
measured using the currency of the primary economic environment in which the
entity operates (i.e., functional currency). The consolidated financial statements are
presented in New Taiwan Dollars, which is Chaintech's functional currency.
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1. Foreign currency transactions and balances

)

(2)

®3)

(4)

Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing at the dates of the transactions or
valuation where items are remeasured. Foreign exchange gains and losses
resulting from the settlement of such transactions are recognized in profit
or loss in the period in which they arise.

Foreign currency monetary assets and liabilities are translatede at th
exchange rate prevailing at the balance sheet date. Exchange differences
arising upon the re-transaction at the balance sheet date are recognized in
profit or loss.

Non-monetary assets and liabilities denominated in foreign currencies
held at fair value through profit or loss are re-translated at the exchange
rates prevailing at the balance sheet date; their translation differences are
recognized in profit or loss. Non-monetary assets and liabilities
denominated in foreign currencies held at fair value through other
comprehensive income are retranslated at the exchange rates prevailing at
the balance sheet date; their translation differences are recognized in other
comprehensive income. However, non-monetary assets and liabilities
denominated in foreign currencies that are not measured at fair value are
translated using the historical exchange rates at the dates of the initial
transactions.

All exchange gains and losses are presented in the earnings statement of
profit or loss within "Other gains and losses

2. Translation of foreign operations
The results and financial position of all the Group entities that have a
functional currency different from the presentation currency are translated into

the presentation currency as follows:

(1)

)

®3)

(4)

Assets and liabilities for each balance sheet presented are re-translated at
the closing rate prevailing at the balance sheet date;

Income and expenses for each composite income sheet are re-translated at
the average exchange rates for the period; and

All resulting exchange differences are recognized in other comprehensive
income.

When a foreign operation is partially disposed of or sold, the cumulative
exchange differences that were recognized in other comprehensive
income are reclassified to the non-controlling interests in the foreign
operation. However, if the Group still retains partial interests in the
former foreign associate after losing significant influence over the former
foreign associate, such transactions should be accounted for as disposal of
all interest in these foreign operations.
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(V)

(V1)

(Vi)

®)

Goodwill and fair value adjustments arising from the acquisition of a
foreign entity are treated as assets and liabilities of the foreign entity and
translated at the closing exchange rates at balance sheet date.

Standard of assets and liabilities being classified as current and non-current
1. Assets that meet one of the following criteria are classified as current assets:

(1)

(2)
(3)

(4)

Assets arising from operating activities that are expected to be realized or
are intended to be sold or consumed within the normal operating cycle.
Assets held mainly for trading purposes.

Assets that are expected to be realized within twelve months from the
balance sheet date.

Cash and cash equivalents, excluding restricted cash and cash equivalents
and those that are to be exchanged or used to pay off liabilities more than
twelve months after the balance sheet date.

Assets that do not meet the aforementioned conditions are classified as
non-current.
2. Liabilities that meet one of the following conditions are classified as current

liabilities:

(1) Liabilities that are expected to be paid off within the normal operating
cycle.

(2) Liabilities held mainly for trading purposes.

(3) Liabilities that are to be paid off within twelve months from the balance
sheet date.

(4) Liabilities for which the repayment date cannot be extended

unconditionally to more than twelve months after the balance sheet date.
Terms of a liability that could, at the option of the counterparty, result in
its settlement by the issue of equity instruments do not affect its
classification.

Liabilities that do not meet the aforementioned conditions are classified as

non-current.
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. Fixed deposits that meet the definition above and are held for

the purpose of meeting short-term cash commitments in operations are classified as

cash equivalents.

Financial assets at fair value through profit or loss

1. Financial assets at fair value through profit or loss refer to financial assets not
measured at amortized cost nor measured at fair value through other
comprehensive income.
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(VIIN)

(1X)

(X)

2.

Financial assets at fair value through profit or loss that follow regular way
purchase or sale are recognized by the Group using trade date accounting.

At initial recognition, the Group measures the financial assets at fair value and
recognizes the transaction costs in profit or loss. The Group subsequently
measures the financial assets at fair value, and recognizes the gain or loss in
profit or loss.

Dividend income is recognized in profit or loss when the right to receive
payment is established, and it is probable that the economic benefits associated
with the dividend will flow to the Group and the amount of dividends can be
measured reliably.

Financial assets at fair value through other comprehensive income

1.

Changes in fair value of investments in equity instruments that are not held for
trading purpose at initial recognition presented in other comprehensive income;
or, financial assets meeting the criteria listed below are classified as debt
instrument:

(1) The financial asset is held for the purpose of obtaining the contractual
cash flows and the sales of the contract.

(2) Cash flow generated form the said contractual terms of the financial asset
at specific date are solely payments of principal and interest on the
principal amount outstanding.

The Group adopts trade date accounting for financial assets measured at fair

value through other comprehensive income.

At initial recognition, the Group measures the financial assets at fair value plus

transaction costs; the Group subsequently measures the financial assets at fair

value. The changes in fair value of equity investments that were recognized in
other comprehensive income are reclassified to retained earnings and are not
reclassified to profit or loss following derecognition of the investment.

Dividends are recognized as revenue when the right to receive payment is

established, future economic benefits associated with the dividend will flow to

the Group, and the amount of the dividend can be measured reliably.

Accounts receivable

1.

Accounts receivable entitle the Group a legal right to receive consideration in
exchange for transferred goods or rendered services.

Short-term accounts receivable without bearing interest are subsequently
measured at initial invoice amount as the effect of discounting is immaterial.

Impairment of financial assets

Considering all reasonable and provable information (including forward-looking
information), the Group measured the credit risk that increased insignificantly
since original recognition vie the 12-month expected credit loss amount through
financial debt instrument at fair value through other comprehensive income,
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(X1)

(X1

(X1)

(XIV)

financial asset at amortized cost and accounts receivable significant financial

components. For those credit risk increased significantly since original recognition,

the allowance loss is measured by the expected amount of credit loss during the
existence period; for accounts receivable that do not contain significant financial
components, the allowance loss is measured by the amount of expected credit
losses during the duration of the period.

Derecognition of financial assets

Financial assets are derecognized when the Group's contractual rights to receive

cash flows from financial assets are lapsed.

Operating leases - Lessor

Lease income from operating leases less any incentives given to lessees is

recognized in profit or loss on a straight-line basis over the term of the lease.

Inventories

Inventories are measured at the lower of cost and net realizable value, and cost are

is determined using the weighted average method. The cost of finished goods and

work in process comprises raw materials, direct labor, other direct costs and related
production burden (allocated based on normal operating capacity). It excludes
borrowing costs. Goods on hand are stated at the lower of comparative cost and net
realizable value. The item by item approach is used in applying the lower of
comparative cost and net realizable value. Net realizable value is the estimated
selling price in the ordinary course of business, less the estimated cost of
completion and applicable variable selling expenses.

Property, plant and equipment

1. Property, plant and equipment are recorded as the foundation of acquisition
cost.

2. Subsequent costs are included in the asset's carrying amount or recognized as a
separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group and the cost of the
item can be measured reliably. The carrying amount of the replacement is
derecognized. All other repairs and maintenance are recognized as current gain
or loss when incurred.

3. Property, plant and equipment apply the cost model. Except for land, other
property, plant and equipment are depreciated using the straight-line method to
allocate their cost over their estimated useful lives. If each component of
property, plant and equipment is material, it is depreciated separately.

4. The assets' residual values, useful lives and depreciation methods are reviewed,
and adjusted if appropriate, at each financial year-end. If expectations for the
assets' residual values and useful lives differ from previous estimates or the
patterns of consumption of the assets' future economic benefits embodied in
the assets have changed significantly, any change is accounted for as a change
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(XV)

(XVI)

(XVII)

in estimate under IAS 8 "Accounting Policies, Changes in Accounting
Estimates and Errors” from the date of the change. The estimated useful lives
of property, plant and equipment are as follows:

Transportation equipment 4 years
Wealth equipment 3 ~ 10 years
Other equipment 2 ~ 10 years

Lease transaction in the capacity of a lessee - Right-of-use assetdidlgiises
Applicable for the annual periods beginning on or after January 1, 2019

1.

A right-of-use asset and a lease liability are recognized for a leasédasse

the date when it becomes readily available for the Group's use. When a lease
contract is a short-term lease or when it is a lease of which the underlying
asset is of low value, lease payments are recognized as an expense on a
straight-line basis over the lease term.

On the commencement date, the Group measures lease liabilities by the
present value of outstanding lease payments, using the Group's incremental
borrowing rate. Lease payments include fixed payments less any lease
incentives receivable. In subsequent periods, the Group measures lease
liabilities at amortized cost using the effective interest method and recognizes
interest expenses during the lease term. When a change in the lease term or
lease payments occurs due to reasons other than lease modifications, lease
liabilities are reassessed and the remeasurements are adjusted to the
right-of-use assets.

Right-of-use assets are recognized at cost on the commencement date. Costs
include the originally measured amount of lease liabilities. In subsequent
periods, the Group measures right-of-use assets at cost and recognizes
depreciation expenses at the earlier of the end of useful life of right-of-use
assets or the end of the lease term. When a lease liability is reasfessed,
right-of-use asset is adjusted for any remeasurements of the lease liability.

Intangible assets

1.

Acquired in a business combination, customer relationship is recognized at fair
value on the acquisition date. Customer relationship is an asset of limited and
durable years as amortized over an estimated useful life of 2.7 years on a
straight-line basis.

Goodwill arises from the difference between the purchase price set in the
equity purchase contract and the net identifiable assets.

Impairment of non-financial assets

The Group estimates the recoverable amount of assets with signs of impairment on
the balance sheet date. When the recoverable amount is lower than its book value,
the impairment loss is recognized. The recoverable amount is the higher of an

asset's fair value less costs of disposal and its value in use. Where amanpair

loss of assets recognized in previous years does not exist or decrease, the
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impairment loss is reversed. However, the carrying amount of the asset increased
by the impairment loss shall not exceed the book value of the asset after abatement
the depreciation or amortization if the impairment loss is unrecognized.
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(XVIl)  Borrowings

Borrowings refer to short-term loans from banks. The initial recognition of loans

measured at fair value less transaction cost. Any subsequent difference between the

price and the redemption value after deducting the transaction cost shall be
recognized as interest expense in gain and loss by applying amortization procedure
of effective interest method during the circulation period.

(XIX) Accounts payable

1. Account payable is the liabilities arising from the purchase of raw materials,
commodities or services are taken.

2. Short-term accounts payable without bearing interest are subsequently
measured at initial invoice amount as the effect of discounting is immaterial.

(XX) Derecognition of financial liabilities
A financial liability is derecognized when the obligation under the liability
specified in the contract is discharged or cancelled or expires.

(XX1) Employee benefits

1. Short-term employee benefits
Short-term employee benefits are measured at the undiscounted amount of the
benefits expected to be paid in respect of service rendered by employees in a
period and should be recognized as expenses in that period when the
employees render service.

2. Pensions
For the defined contribution plan, the contributions are recognized as pension
expenses when they are due on an accrual foundation.

3. Employees' compensation and directors' and supervisors' remuneration
Employees' compensation and directors' and supervisors' remuneration are
recognized as expenses and liabilities, provided that such recognition is
required under legal or constructive obligation and those amounts can be
reliably estimated. Any difference between the resolved amounts and the
subsequently actual distributed amounts is accounted for as changes in
estimates.

(XXI)  Income tax

1. Income tax expense comprises current and deferred income tax. Income tax is
recognized in gain 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.

2. The current income tax expense is calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date in the country
domicile where the Group operates and generates taxable income. The
management periodically evaluates positions taken in tax returns with respect
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to situations in which applicable tax regulation is subject to interpretation and
establishes provisions where appropriate, on the basis of amounts expected to
be paid to the tax authorities are recorded in tax liability. Undistributed
earnings are subject to income tax credit. After the distribution of earnings is
approved by the shareholders' meeting in the following year, the Group shall
recognize the distribution of earnings and expenses, and recognize the
earnings and expenses for the actual earnings.

Deferred income tax adopts the balance sheet approach, and is recognized on
temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts in the consolidated balance sheet. Deferred income
tax is not recognized, if the temporary difference arises from initial recognition
of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable
income (loss). Deferred income tax is provided on temporary differences
arising on investments in subsidiaries, except where the timing of the reversal
of the temporary difference is controlled by the Group, and it is probable that
the temporary difference will not reverse in the foreseeable future. Deferred
income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when
the related deferred income tax asset is realized or the deferred income tax
liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable
that future taxable profit will be available against which the temporary
differences can be utilized. At each balance sheet date, unrecognized and
recognized deferred income tax assets are reassessed.

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.

(XXII)  Share capital

1.

Ordinary shares are classified as equity. The incremental cost directly
attributable to the issue of new shares or options is deducted from the equity in
equity after deducting the income tax.

When Chaintech buys back the issued stocks, the consideration paid includes
any incremental costs that are directly attributable to the incremental costs, net
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(XXIV)

(XXV)

of any directly attributable incremental costs. When the shares are
subsequently reissued, the difference between the consideration received net of
any directly attributable incremental costs and the carrying amount is recorded
in the adjustment of stockholder's equity.
Dividend distribution
Dividends are recognized in Chaintech's financial statements in the period in which
they are approved by Chaintech's shareholders. Cash dividends are recorded as
liabilities. Stock dividends are recognized as stock dividends to be distributed and
transferred to ordinary shares on the base date of issuance of new shares.
Revenue recognition
1. Sales of goods

(1) The Group manufactures and sells products related to motherboards,
display cards, and computer peripherals. The sales revenue is recognized
when the control of the products is transferred to customers. That is, when
the product is delivered to the customer, the customer has discretion in the
access and price of the product, and the Group has no outstanding
performance obligations that may affect the customer's acceptance of the
product. When the product is shipped to a designated location, the risk of
obsolete and lost risks has been transferred to the customer, and the
customer is required to obtain the products in accordance with the sales
contract, or when there is objective evidence that all acceptance criteria
have been met, the goods are delivered.

(2) Sales revenue is recognized the net amount of contract price minus
estimated sales allowance. The amount of revenue recognition is limited
to the extent that it is very unlikely to see a significant reversal in the
future, and is updated on the balance sheet date. The terms of sales
transactions are mainly due to the expiry of 30 to 90 days after the
transfer date. It is consistent with the market practice. Therefore, it is
judged that the contact does not contain significant financial component.

(3) Accounts receivable are recognized when the control right of
commodities is transferred to the customs; that is because the Group has
unconditional rights to the contract price since that point in time, and the
Group can collect the consideration from the customer once upon the
contractual time is expired.

2. Service revenue

The Group provides services related to processing. Revenue is recognized as

revenue in the reporting period in which the services are rendered to

customers.
3. Financial composition
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The duration of commitment to transfer commodities or services to customer
and the payment period in the contracts between the Group and customers are
all less than one year. Therefore, the Group has not adjusted the transaction
price to reflect the time value of money.

4. Costs to acquire contracts from customers
The Group recognizes the incremental costs incurred in the contracts with the
customers and that are expected to be recoverable. However, such costs are
recognized in expense as incurred since the contracts are less than one year.

(XXVI)  Business combinations

1. The Group uses the acquisition method to account for business combinations.
The consideration transferred for an acquisition is measured as theldair va
of the assets transferred, liabilities incurred or assumed and equity instruments
issued at the acquisition date, plus the fair value of any assets and liabilities
resulting from a contingent consideration arrangement. All acquisition related
costs are expensed as incurred. ldentifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially
at their fair values at the acquisition date. For each business acquisition case,
the Group measures the components of non-controlling interests in the
acquiree that are present ownership interests and entitle their holders to the
proportionate share of the entity’s net assets in the event of liquidation at either
acquisition-date fair value or the ratio of non-controlling interests to the
acquiree’s net identifiable assets. All other components of non-controlling
interests shall be measured at acquisition-date fair value.

2. If the aggregate of (i) the value of consideration transferred, (ii) the amount of
non-controlling interests, and (iii) the fair value of the acquirer's
previously-held equity interest in the acquiree exceeds the fair value of
identifiable assets acquired and liabilities assumed, the difference is
recognized as goodwill on the acquisition date. If the fair value of identifiable
assets acquired and liabilities assumed exceeds the aggregate of (i) the value
of consideration transferred, (ii) the amount of non-controlling interests, and
(i) the fair value of the acquirer's previously-held equity interest in the
acquiree, the difference is recognized as profit or loss on the acquisition date.

Primary Sources of Uncertainties in Material Accounting Judgments, Estimates, and
Assumptions

The preparation of the Group's financial statements requires management to make critical
judgments in applying the Group's accounting policies and make critical assumptions and
estimates concerning future events according to the conditions on balance sheet da#. Mater
accounting assumptions and estimates may differ from the actual results and are continually
evaluated and adjusted based on historical experience and other factors. Such estimates and
assumptions possess a significant risk of causing a material adjustment to the carrying
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amounts of assets and liabilities within the next financial year. Uncertainties in material
accounting judgments, estimates, and assumptions are addressed below:

() Significant judgments in applying accounting policies
None.
(1 Significant accounting estimates and assumptions

Revenue recognition

Allowance of liability reserve for sales revenue is recognized based on the
historical experience and other known reasons to estimate product discount and is
recorded as the deduction of sales revenue in the current period of product turnover.
In addition, the Group regularly reviews the reasonableness of the estimates.

VI. Descriptions of Material Accounting Items
() Cash and cash equivalents
December 31, 2019 December 31, 2018
Cash on hand and revolving funds $ 120 $ 356
Checking deposits and demand deposits 359,968 568,089
Time deposits - 84,466
$ 360,088 % 652,911

1. The Group associates with a variety of financial institutions, all with high
credit quality to disperse credit risk, so it is expected that the probability of
counterparty default is extremely low.

2. The Group do not provide any cash and cash equivalents as pledges to others.

()] Current financial assets at fair value through profit or loss
Item December 31, 2019 December 31, 2018

Financial assets at fair value through profit
loss, mandatorily measured at fair value

Stocks of listed companies $ 2,568 % 2,598
Beneficiary certificates 182,101 -
184,669 2,598
Valuation adjustments ( 396) ( 843)
Total $ 184,273 _ $ 1,755

1. The breakdown of profit or loss for current financial assets at fair value
through profit or loss is as follows:

2019 2018
Equity instruments $ 447 $ 185
Beneficiary certificates 2,345 -
$ 2,792 _$ 185

2. The Group's current financial assets at fair value through profit or loss have
never been provided as pledged assets or guarantees.
3. For related credit risk information, please refer to Note Xl (Il).

(1 Non-current financial assets at fair value through other comprehensive income
Items December 31, 2019 December 31, 2018

Equity instruments
Stocks of listed companies $ 169,634 $ 169,634
Stocks unlisted at stock exchange market, o 15,350 15,350
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the counter market or emerging stock marke

184,984 184,984
Valuation adjustments ( 47,939) ( 75,999)
Total $ 137,045 $ 108,985

1. The Group elects to classify the strategic investment as financial assets at fair
value through other comprehensive income, which were at NT$137,045 and
NT$108,985 as of December 31, 2019 and 2018 respectively.

2. The breakdown in profit or loss and other comprehensive income of financial

assets at fair value through other comprehensive income is as follows:
2019 2018
Equity instruments at fair value through
other comprehensive income
Changes in fair value recognized in other
comprehensive income $ 28,060 (% 75,999
Dividend income recognized in profit or Ic
at end of current period $ 3,005 % 4,312

3. Without considering the collateral held or other credit enhancements, the fair
value of the Group's most representative financial assets at fair value through
other comprehensive income was NT$137,045 and NT$108,985 as of
December 31, 2019 and 2018 respectively.

4. For more information on credit risk for financial assets at fair value through
other comprehensive income, please refer to Note XIlI (I1).

(V) Notes and accounts receivable
December 31, 2019
Total Allowance for los: Net
Accounts receivable $ 338,710(% 3,384 $ 335,32
Accounts receivable due from related pa 616,972 186 616,78¢
$ 955,682(% 3,570 % 952,11
December 31, 2018
Total Allowance for los: Net
Accounts receivable $ 237,575(% 117 $ 237,45
Accounts receivable due from related pa 686,183 ( 206 685,97
$ 923,758(% 323 % 923,43

1. The aging analysis of accounts receivable and notes receivable are as follows:
December 31, 201 December 31, 201

Not overdue $ 945,302 $ 923,758
Overdue for 1-90 days 10,380 -
Total $ 955,682 $ 923,758

The aging analysis above is based on past due date.
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2. The balance of receivables on contracts with customers as at December 31,
2019, December 31, 2018, and January 1, 2018 was NT$952,112, NT$923,435,
and NT$1,077,103 respectively.

3. Without consideration of the collateral held or other credit enhancements, the
maximum credit risk that best represent the Group's notes and accounts
receivable as of December 31, 2019 and 2018 amounted to NT$955,682 and
NT$923,758 respectively.

4. For more information on credit risk for accounts receivable, please refer to

Note XII (I1).
(V) Inventories
December 31, 2019
Cost Allowance for valuation loss Carrying amount
Raw materials $ 203,353 $ 6,43t $ 196,918
Work in process 78,771 - 78,771
Finished goods 16,234 ( 1,59¢ 14,635
Products 57,821 ( 1,35C 56,471
$ 356,179 ($ 9,384 $ 346,795
December 31, 2018
Cost Allowance for valuation los: Carrying amount
Raw materials $ 64,424 % 2¢ $ 64,395
Work in process 31,438 - 31,438
Finished goods 1,599 ( 1,59¢ -
'$ 97,461 (3 1,62¢ $ 95,833

Cost of inventories is recognized by the Group as expenses in the current period:

2019 2018
Cost of goods sold $ 4,414,184 $ 3,715,677
Loss (gain) on inventories (Note) 7,756 ( 661
4,421,940 3,715,016
Less: Operating costs of discontinued operation( 16,394)( 37,124
$ 4,405,546 $ 3,677,892
Note: The Group's reported the gain on inventories in 2018 as a result of
destocking.
(V1) Other current assets
December 31, 2019 December 31, 2018
Restricted bank deposits $ 33,0C $ 4,61
Tax overpaid retained 30,08( 28,03:
$ 63,08 _$ 32,64
The details of the pledges of other current assets of the Group are set out in Note
VIII.

(vin Property, plant and equipment

Buildings and Machinery Transportatio Derivative
structures equipment equipment instruments Others Total

January 1, 2019
Cost $ 122,50 $60,72: $11,12 $6,24¢ $55,28{ $255,89
Accumulated depreciation ( 36,846 (40,286 ( 7,025 ( 5,791 (31,134 (121,082
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Accumulated impairment ( 4,289 (3,383 - ( 10 (5,054 (12,736
$ 8137 $17,05: $4,09¢ _$ 44t _$19,10( _$122,07.

2019

January 1 $ 81,37 $17,05: $4,09¢ $ 44t $19,10( $122,07

Additions - - - - 69,01( 69,01(

Acquired through business

combinations - - - - 797 797

Depreciation expense ( 1,077 ( 1,754 ( 2,367 ( 78 (15,943 ( 21,219

Disposal of discontinued operation

(Note) ( 81,198 (15,499 ( 51 ( 202 (12,687 (109,637

Net exchange differences 901 201 ( 62 ( 4 ( 57 97¢

December 31 $ $ : $161¢ _$ 16/ _$60,22( _$ 62,00

December 31, 2019

Cost $ $ : $10,22 $4,12° $80,97¢ $ 95,33

Accumulated depreciation - - (8605 ( 3,963 (20,759 (33,327
$ $ : $161¢ $ 16: _$60,22( _$62,00

Buildings anc Machinery Transportatio Derivative
structures equipment equipment instruments Others Total

January 1, 2018

Cost $ 125,05 $62,02! $11,351 $6,30! $54,28( $259,02;
Accumulated depreciation ( 35,810 (37,989 ( 4,732 ( 5,757 (26,103 (110,391
Accumulated impairment ( 4,024 (2,939 - 11 (7,322 (14,296
$ 85,22 $21,09 $ 6.62: $ 53 _$20,85 _$134,33
2018
January 1 $ 85,22 $21,09 $ 6,62: $ 53 $20,85 $134,33
Additions - - - - 2,21 2,21:
Disposal - 4 - - ( 13 ( 17
Depreciation expense ( 2,154 ( 3,682 ( 2,437 ( 80 ( 3,600 ( 11,953
Net exchange differences ( 1,694 ( 359 ( 88 ( 9 ( 355 (2,505
December 31 $ 81,37 $17,05. $ 4,09¢ $ 44¢ $19,100 $122,07.
December 31, 2018
Cost $ 122,50 $60,72 $11,12 $6,24¢ $55,28! $255,89.
Accumulated depreciation ( 36,846 (40,286 ( 7,025 ( 5,791 (31,134 (121,082
Accumulated impairment ( 4,289 (3,383 - ( 10 (5,054 ( 12,736

$ 8137 $17,05: $4,09 _$ 44t $19,100 _$122,07

Note: On May 9, 2019, the Group's Board of Directors resolved to dispose of
Bahamas Federal Shanghai and its subsidiary, Fortech Electronics. The
Group completed the transfer of equity on July 8, 2019 and removed the
subsidiary's property, plant and equipment from the account.

(v Lease transaction - Lessee
Applicable for the annual periods beginning on or after January 1, 2019
1. The Group's leased underlying assets comprise land and buildings, of which
the lease term is usually between 3 ~ 5 years. Lease contracts are individually
negotiated and include various terms and conditions. Except for the term
where the leased assets cannot be used as collateral for loans, there are no
other restrictions.
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2. Below is the carrying amounts of right-of-use assets and their recognized

depreciation expenses:

December 31, 2019
Carrying amount

Land (Note) $ -
Housing 11,364
$ 11,364
201¢
Depreciation expen
Land $ 164
Housing 5,752
$ 5,916

Note: On May 9, 2019, the Group's Board of Directors resolved to dispose of
Bahamas Federal Shanghai and its subsidiary, Fortech Electronics. The
Group completed the transfer of equity on July 8, 2019. As a
December 31, 2019, the subsidiary's property, plant and equipment had
been removed from the account.

In 2019, the Group's addition of right-of-use assets amounted to NT$2,595,

and the net amount of right-of-use assets acquired from business combinations

was NT$3,744. For more information on business combinations, please refer

to Note VI (XXIII).

Profit or loss items in connection with lease contracts are stated as follows:

2019
Items that affect profit or loss
Interest expense on lease liabilities $ 38
Expense on short-term leases 1,463

5. The Group's cash outflow from leases amounted to NT$7,796 in 2019.
(IX) Intangible assets

January 1, 2019
Cost

Goodwill Customer relationshi Total

$ - $ - $ -

Accumulated amortizatio

and impairment

2019
January 1

$ - $ - $ -

$ - $ - $ -

Additions - Acquired from
business combinations 178,573 33,961 212,534

Amortization expense - ( 10,184) ( 10,184)
Net exchange differences( 11,561) ( 1,818) ( 13,379)

December 31

$ 167,012 $ 21,959 $ 188,971
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December 31, 2019

Cost $ 167,012 $ 31,762 198,774

Accumulated amortizatio

and impairment - ( 9,803) ( 9,803)
$ 167,012 $ 21,959 $ 188,971

On March 1, 2019, the Group had a 51% equity interest in Sitonholy (Tianjin)

Technology Co., Ltd. and secured control over Sitonholy (Tianjin) Technology Co.,

Ltd. Goodwill and other intangible assets (customer relationship) arose from the

difference between the purchase price set in the equity purchase contract and the

net identifiable assets. For more information on business combinations, please refer

to Note VI (XXIII).

X) Non-current assets held for sale and discontinued operations

1. On May 9, 2019, the Group's Board of Directors resolved to sell Bahamas
Federal Shanghai and its subsidiary, Fortech Electronics. As at June 30, 2019,
the assets and liabilities of Bahamas Federal Shanghai and Fortech Electronics
had been recognized as disposal groups classified as held for sale, and
Bahamas Federal Shanghai and Fortech Electronics were presented as
discontinued operations according to the definition of discontinued operations.
The Group completed the transfer of equity in July 2019; therefore, there were
no assets, liabilities, and equity in relation to disposal groups classified as held
for sale as at December 31, 2019.

2. Cash flows of discontinued operations are stated as follows:

2019 2018
Cash flows from (used in ) operating activitie ($ 2 09¢ $

3. Revenues or expenses cumulatively recognized in other comprehensive
income in relation to disposal groups classified as held for sale:

2019 2018
Adjustments in foreign currency conversion  $ 1.43 $

4. Business results of discontinued operations are stated as follows:

2019 2018
Operating revenue $ 11,02¢ $ 32,72
Operating costs ( 16,394( 37,124
Gross loss from operations ( 5,368( 4,402
Operating expenses ( 8,981( 20,000
Total non-operating income and expenses 5.864 12,128
Loss from discontinued operations before tax( 8,485( 12,274
Income tax ( 6(( 6¢
Loss from discontinued operations after tax ($ 8.545(% 12,340
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5. The Group completed the transfer of its equity interest in Bahamas Federal
Shanghai and its subsidiary, Fortech Electronics, in July 2019. Proceeds from
disposal amounted to US$4,880 thousand and were recognized in profit or loss

as follows:
2019
Proceeds from disposal of discontinued operationBahamas Federal Shanc_$ 26,31
(X1 Current borrowings
Loan type December 31, 2019 Interest range Collateral
Bank loans
Secured loans $ 127,317 2.706%~3.298% Other current assets
Unsecured loans 29,280 3.167% None
$ 156,597

December 31, 2018: None.
Interest expense recognized in profit or loss as of December 31, 2019 and 2018
was NT$5,500 and NT$2,165 respectively.

(X1 Other payables

December 31, 2019 December 31, 2018

Royalty fees payable $ 31,21 $ 30,23
Others 67,77( 39,55(
' $ 98,9¢ 3 69,7€

(X1 Pension

1. Chaintech has established a defined contribution retirement plan ("the New
Plan”) in accordance with the "Labor Pension Act,” which is applicable to
employees with R.O.C. nationality. Under the New Plan, Chaintech and its
domestic subsidiaries contribute monthly an amount based on 6% of the
employees' monthly salaries and wages to the employees' individual pension
accounts at the Bureau of Labor Insurance. The benefits accrued are paid
monthly or in lump sum upon termination of employment.

2. Chaintech's subsidiaries in Mainland China 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
are based on certain percentage of employees' monthly salaries and wages The
pension funds of each employee are managed and arranged by the government,
and the Group has no further obligations except the monthly contributions.

3. The pension costs recognized by the Group in accordance with the aforesaid
pension regulations in 2019 and 2018 were NT$5,249 and NT$1,904
respectively.
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(X1V) Share capital
1. As of December 31, 2019, Chaintech's authorized capital was NT$2,500,000
(of which NT$100,000 was for the issuance of stock options, preferred shares
or corporate bonds with warrants), with paid-in capital of NT$1,014,988 and
the face value of NT$10 per share, and the number of outstanding shares was
96,499 thousand.
2. Changes in the number of treasury shares in 2019 and 2018 are stated as

follows:
2019
Company  Opening number of Closing numbe
holding shares of shares
(Thousancincrease i Decrease ii (Thousand
Reason for reclamation treasury share shares) the perioc the period shares)
Maintenance of Chaintech's

credit and shareholders’ equitjCh"’"rm:"Ch - 5,000 - 5,000
2018
Company  Opening number of Closing numbe
holding shares of shares
(Thousandincrease iiDecrease i(Thousand
Reason for reclamation treasury shareshares) the periodthe period shares)
Maintenance of Chaintech's :
: , .. Chaintech
credit and shareholders' equit - 7,750 (7,750) -

3. On May 3, 2018, the Board of Directors has approved to cancel 7,750
thousand repurchased treasury shares. The cancellation of repurchased
treasury stock and registration of change have been completed on May 23,
2018.

XV) Retained earnings

1. Under Chaintech's Articles of Incorporation, if there is a surplus in the annual
final accounts, in addition to the income tax payable according to law,
Chaintech shall first offset its losses in previous years and set aside a legal
capital reserve at 10% of the earnings left over. However, when the
accumulated legal capital surplus has equaled the total paid-up capital of
Chaintech, the said restriction does not apply. After Chaintech has set aside or
reversed the special capital reserve in accordance with relevant laws or the
competent authority, along with the earnings not distributed at the beginning
of the period, and after retaining part of the surplus depending on the situation,
the Board of Directors may propose a surplus distribution proposal and submit
it to the shareholders' meeting to distribute bonus to the shareholders.

2. Chaintech is in stable growth and expands in line with sales development in
the future. The future capital expenditures and capital requirement are

necessary to be considered first when Chaintech distribute the earnings. The
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Board of Directors proposes the distribution plan and distributes the earnings
after being approved at the shareholders' meeting. In the annual distribution of
shareholder dividends, cash dividend shall not be less than 5%, but if the cash
dividend is less than NT$0.1 per share, it may not be issued, and the stock
dividend will be distributed instead.

The legal reserve shall not be used except for offsetting the loss of Chaintech

and issuing new shares or cash in proportion to the original number of shares

held by the shareholders. However, if it is issued to issue new shares or cash,
the said legal reserve shall only exceed 25% at most of the paid-up capital.

(1) When Chaintech distributes the surplus, it is required by law to provide a
special surplus reserve for the debit balance of other equity items on the
balance sheet date of the current year. After that, when the debit balance
of other equity projects is reversed, the amount of revolving will be
included in the surplus available for distribution.

(2) When Chaintech adopted IFRSs at first time, for the special reserve listed
in the Official Letter of the Financial Management Certificate No.
1010012865 issued on April 6, 2012, Chaintech reversed the original
portion of the said special reserve, and when Chaintech subsequently uses,
disposes of, or reclassifies related assets, they are reversed according to
the ratio of the recognized special reserve.

By a resolution of the Board of Directors on May 3, 2019, Chaintech adopted

the earnings distribution plan for the year ended December 31, 2018 as follows:

Chaintech's shareholders' meeting resolved on May 3, 2018 to fully retain the

unappropriated earnings for the year ended December 31, 2017.

2018
Amount (NT$ thousand:Dividends per share (NT.
Legal reserve $ 24,431
Special reserve 24,033
Cash dividends 152,246 $ 1.5

6. Please refer to Note VI (XX) for information on directors and supervisors'

remuneration.

(XVI) Operating revenue

2019 2018
Sales revenue:

Computer peripherals $ 4,904,9t $ 4,208,617
Others 11,02¢ 32,72
Service revenue 21,43. 10,36¢
Less: Sales returns, discounts and allowan  ( 188,20:( 168,72¢
4,749,20: 4,083,03;

Less: Operating revenue from discontinued
operations ( 11,02¢( 32,72:
$ 4,738,1¢ _$ 4,050,31
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The contract liabilities in relation to revenue from contracts with customers

recognized by the Group are as follows:

December 31, 2019

Contract liabilities:

December 31, 2018

Receipts in advance $ 1454 $
(XVIl)  Other income
2019 2018
Interest from bank deposits $ 4,4€ $ 7,25
Rental income 6,01¢ 12,28:
Dividend income 3,05: 4,34(
Other income - others 74C 20
14,27: 23,89t
Less: Other income from discontinued operati( 5,864 ( 12,14¢
$ 8,4C % 11,75
(XVIIl)  Other gains and losses
2019 2018
Gain on financial assets at fair value through ¢ $ 2,792 $ 18!
or loss, net
Loss on disposal of property, plant and equipn( 474( 17
Gain on disposal of discontinued operations 26,313 -
Loss on disposal of investments ( 370 -
Gain (loss) on foreign exchange, net ( 7,086) 30,104
Other losses ( 3,927)( 6¢€
17,248 30,206
Less: Other gains and losses from discontinue
operations - 17
$ 17,248 $ 30,22:
(XI1X) Financial costs
2019 2018
Bank loans $ 5500 $ 2,16t
Lease liabilities 384 -
$ 5,884 $ 2,16¢
(XX) Expenses by nature
2019 2018
Employee benefit expenses $ 102,186 $ 78,70!
Depreciation expense on property, plant and 21,219 11,953
equipment
Depreciation expense on right-of-use assets 5,916 -
129,321 90,658
Less: Employee benefit expenses from
discontinued operations ( 7,967) ( 17,081
Less: Depreciation expense on property, plant
equipment from discontinued operations ( 4,277) ( 8,997
$ 117,077 % 64,58
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(XX1) Employee benefit expenses

2019 2018

Wages and salaries $ 88,51¢ $ 71,03

Labor and health insurance expenses 4,850 2,058

Pension expense 5,249 1,904

Other employment cost 3,568 3,712

102,186 78,705

Less: Employee benefit expenses from discontil( 7,967( 17,081
operations

$ 94,21¢ $ 61,62

(XXIN)

According to Chaintech's Articles of Incorporation, after deducting the
accumulated losses based on the profitability of the current year, if there are
still some earnings left, the employee shall be granted no less than 0.1% as
compensation, and the directors and supervisors shall not be paid more than
6% as remuneration.

For the years ended December 31, 2019 and 2018, the estimated amount of
employee bonus was NT$2,232 and NT$3,723 respectively, and the estimated
amount of remuneration to directors and supervisors was NT$2,232 and
NT$9,539 respectively; the aforesaid amounts were recognized as salary
expenses.

The employee bonus, NT$3,723, and remuneration to directors and
supervisors, NT$9,539, for the year ended December 31, 2018 that had been
resolved by the Board of Directors are the same as the amounts recognized in
the financial statements for the year then ended.

Information on the employee bonus and directors’ and supervisors'
remuneration approved by the Board of Directors is available on the Market
Observation Post System (MOPS).

Income tax
1. Tax expense

Components of tax expense:

Current income tax:

Income tax incurred in the current period $

Surtax on unappropriated retained earnings
Underestimated (overestimated) income tax it
previous years

Total income tax in the period

Deferred income tax:
Origination and reversal of temporary differen
Effect of tax rate changes

Total deferred income tax

Less: Tax expense from discontinued operatic(

Tax expense $

2019 2018

10,446 $ 52,77¢
2,180 -

55 ( 4,113
12,681 48,662
2,060 2,193

- ( 33(
2,060 1,863

60) ( 6¢
14,681 _$ 50,45¢

2. Tax expense and accounting profit
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2019 2018

Income tax calculated based on profit before ta $ 37,08t $ 59,252
and at the statutory rate
Expenses that should be excluded pursuant to
taxation law 546 699
Tax exempted income pursuant to the taxation ( 701( 694
Tax effects of temporary differences ( 24,424 2,895
Tax effects of deducting impairment loss - ( 7,184
Surtax on unappropriated retained earnings 2,180 -
Underestimated (overestimated) income tax in
previous years 55( 4,113
Effect of tax rate changes - ( 33C

14,741 50,525
Less: Tax expense from discontinued operatior( 6C( 6€
Tax expense $ 14,681 $ 50,45¢

3. The amount of deferred tax assets or liabilities that arise from temporary

differences and losses from the taxable financial assets are set out below:
2019
Recognized i Recognized in other
January 1 profit or loss comprehensive income December 3

Temporary differences:
Deferred tax assets

Allowance for valuation $ 6 $ 1281 $ - $1,287
loss and
slow-moving loss
Unrealized exchange los - 2,148 - 2,148
6 3,429 - 3,435

Deferred tax liabilities
Amortization of intangible
assets - ( 5,489) - (_ 5,489)
$ 6 ($ 2060 $ - ($2,054)

2018
Recognized ir Recognized in other
January 1 profit or loss comprehensive incom December 31

Temporary differences:
Deferred tax assets

Allowance for valuation $ 117 ($ 111) $ - $ 6
loss and
slow-moving loss
Unrealized exchange los _ 1,752 ( 1,752) - -
$1,869 ($  1,863) - $ 6

4. The effective period of tax losses that have not been used by the Group and the
related amounts of unrecognized deferred tax assets are as follows:
Companies established in Taiwan
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The effective period of tax losses that have not been used and the related
amounts of unrecognized deferred tax assets as of December 31, 2019 are as

follows:
Reported/authorizec Amount not Unrecognized  Year of final
Year of occurrence amount yet deducted deferred tax asse deduction
2019 (Estimated amount _$ 109,983 $ 109,98 % 109,983 118

There were no unused tax losses as of December 31, 2018.
5. Deductible temporary differences of assets that have not been recognized as

deferred tax assets:

December 31, 2019 December 31, 2018
Deductible temporary differences $ 252,049 % 433,399

6. The revenue service authority has assessed the profit-seeking enterprise
income tax of Chaintech through 2017.

7. The amendment to the Income Tax Act was announced and came into force on
February 7, 2018. The tax rate for the profit-seeking enterprise income tax
increased from 17% to 20%, and the amendment is applicable from 2018. The
Group has assessed the impact of income tax on the change of the said tax
rate.

(XXII)  Earnings per share
2019
Weighted average
After-tax number of outstandingEarnings per

amount  shares (thousand sharshare (NT$)

Basic earnings per share
Basic earnings per share from continuin $137,224 100,703 $ 1.36
operations of parent
Basic loss per share from discontinued

. 8,545) (  0.08)
operations of parent
Basic earnings per share from
non-controlling interests (21,737 0.22
Basic earnings per share from common
shareholders of parent $106,942 $ 1.06
Diluted earnings per share

Diluted earnings per share from continu $137,224 100,703
operations
Effect of dilutive potential ordinary share

Employee bonus - 73

Diluted earnings per share from continu

operations of parent's common

shareholders plus effect of potential 137,224 100,776 $ 1.36
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ordinary shares
Diluted loss per share from discontinuec

: ( 0.08)
operations of parent ( 8,545)
Diluted earnings per share from
non-controlling interests (21,737 0.22
Diluted earnings per share from commo
shareholders of parent plus effect of
potential ordinary shares $106,942 $ 1.06

2018
Weighted average
After-tax number of outstanding Earnings per
amount  shares (thousand sharshare (NT$)

Basic earnings per share
Basic earnings per share from continuin $256,644 102,096 $ 251
operations of parent
Basic earnings per share from discontin

operations of parent (12,340 0.12

Basic earnings per share from common

shareholders of parent $244,304 $ 2.39
Diluted earnings per share

Diluted earnings per share from continu $256,644 102,096

operations of parent

Effect of dilutive potential ordinary share

Employee bonus - 98
Diluted earnings per share from continu

operations of parent's common

shareholders plus effect of potential

ordinary shares 256,644 102,194 $ 251
Diluted earnings per share from
discontinued operations of parent (12,340 0.12

Diluted earnings per share from commo
shareholders of parent plus effect of
potential ordinary shares $244,304 $ 2.39

(XX1V)  Business combinations
1. In December 2018, the Group invested in Sitonholy (Tianjin) Technology Co.,

Ltd. through its subsidiary, Shenzhen Jinghong, and made a prepayment of

RMB 10 million. On March 1, 2019, the Group acquired a 51% equity interest

in Sitonholy (Tianjin) Technology Co., Ltd. The investment totaled RMB

86.36 million (including contingent consideration of RMB 44.36 million).

The equity interest was acquired as follows:

(1) The Group purchased a 26% equity interest from Tianjin Daweisi
Technology Center (Limited Partnership) and Tianjin Qunchuang
Enterprise Management Consulting Center (Limited Partnership) at the
amount of RMB 35.36 million.
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(2) The Group acquired a 25% equity interest in Sitonholy (Tianjin)
Technology Co., Ltd. through capital increase at the amount of RMB 51
million.

Sitonholy (Tianjin) Technology Co., Ltd. retails electronic products and

communication products in China. After the acquisition, the Group expects to

strengthen its presence in the retail market of electronic products and
communication products in China.
2. Information on the consideration for acquiring Sitonholy (Tianjin) Technology

Co., Ltd., acquisition-date fair value of assets acquired and liabilities assumed,

and portion of non-controlling interests to the acquiree's net identifiable assets

is stated as follows:
Acquisition consideration
Cash (Note 1)

Payments for equity transfer $ 119,678
Payments for purchase of shares 73,648
Contingent consideration (Note 2) 149,140
342,466

Portion of non-controlling interests to the acquiree's net identifiable ass 157.465
$ 499,931

Fair value of identifiable assets acquired and liabilities assumed

Cash 20,266
Accounts receivable 182,945
Inventories 90,866
Other current assets 113,415
Intangible assets (customer relationship) 33,961
Property, plant and equipment 797
Right-of-use assets 3,744
Other non-current assets (Note 3) 201,522
Accounts payable ( 129,566)
Other current liabilities (Note 4) ( 184,300)
Lease liabilities ( 3,802)
Deferred tax liabilities ( 8,490)
Net identifiable assets 321,358
Goodwill $ 178.573

Note 1: Acquisition consideration - cash includes payments for equity transfer
and payments for purchase of shares.
(1) Payments for equity transfer include prepayments of NT$44,720
(RMB 10 million) made in December 2018 and NT$74,958
(RMB 16 million) paid in March 2019.
(2) Payments for purchase of shares amounted to RMB 16 million.

The capital increase was completed in March 2019.
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Note 2: Contingent consideration is the present value of investment after
taking into account performance compensation set forth in the
investment agreement.

Note 3: Other non-current assets include payments for purchase of shares
receivable, RMB 16 million, in March 2019 and payments for
purchase of shares, RMB 35 million, to be received when conslition
of contingent consideration are established.

Note 4: Other current liabilities include payments for equity transfer, RMB
18.1326 million payable by Sitonholy (Tianjin) Technology Co., Ltd.
due to its acquisition of a 100% equity interest in Beijing Sitonholy.

After the Group acquired Sitonholy (Tianjin) Technology Co., Ltd. in March 1,

2019, Sitonholy (Tianjin) Technology Co., Ltd. contributed NT$574,121 and

NT$35,434 to operating revenue and profit before tax respectively. If

Sitonholy (Tianjin) Technology Co., Ltd. were acquired by the Group in

January 1, 2019, the Group's operating revenue and profit before tax would be

NT$4,865,012 and NT$150,727 respectively.

On December 17, 2018, both parties reached an agreement on contingent

consideration as follosv

(1) If the audited net profit of Sitonholy (Tianjin) Technology Co., Ltd. and
Beijing Sitonholy for the year ended December 31, 2018 (subject to the
net profit attributable to parent after deduction of non-recurring profit or
loss) reaches RMB 15 million, Shenzhen Jinghong should increase
capital of Sitonholy (Tianjin) Technology Co., Ltd. by RMB 20 million
within 15 working days, and should pay RMB 7.488 million and RMB
1.872 million to Tianjin Daweisi Technology Center (Limited Partnership)
and Tianjin Qunchuang Enterprise Management Consulting Center
(Limited Partnership) respectively (recognized in other non-current
liabilities).

(2) If the audited net profit of Sitonholy (Tianjin) Technology Co., Ltd. and
Beijing Sitonholy for the year ended December 31, 2019 (subject to the
net profit attributable to parent after deduction of non-recurring profit or
loss) reaches RMB 22 million, Shenzhen Jinghong should increase
capital of Sitonholy (Tianjin) Technology Co., Ltd. by RMB 15 million
within 15 working days.

(3) If Sitonholy (Tianjin) Technology Co., Ltd. and Beijing Sitonholy fail to
meet the performance target for the year within the period of
performance commitment, Shenzhen Jinghong has the right to defer the
aforesaid contingent consideration to the next period and, based on the
realization of the accumulated net profit of Sitonholy (Tianjin)
Technology Co., Ltd. and Beijing Sitonholy, determine whether to pay.

-195-



5. As of December 31, 2019, the audited net profit of Sitonholy (Tianjin)
Technology Co., Ltd. and Beijing Sitonholy for the year ended December 31,
2018 reached the agreement on contingent consideration. According to the
agreement, Shenzhen Jinghong paid RMB 20 million to Sitonholy (Tianjin)
Technology Co., Ltd. for capital increase and paid RMB 7.488 million and
RMB 1.872 million to Tianjin Daweisi Technology Center (Limited
Partnership) and Tianjin Qunchuang Enterprise Management Consulting
Center (Limited Partnership) respectively. The audited net profit of Sitonholy
(Tianjin) Technology Co., Ltd. and Beijing Sitonholy for the year ended
December 31, 2019 was not met. According to the agreement, Shenzhen
Jinghong deferred the contingent consideration to the next period.

(XXV)  Operating leases

Applicable for the annual periods beginning on or after January 1, 2019

The Group leases the office by operating lease; the lease term is between

September 2014 and April 2023. The future aggregate minimum lease payments

receivable are as follows:
December 31, 2018

Not more than 1 year $ 3,99:
More than 1 year but not more than 5 years 12,599
$ 16,59:

(XXVI)  Supplemental cash flow information
Investing activities with partial cash payments:

2019 2018
Purchase of property, plant and equipment  $ 69,01( $ 2,215
Add: Advance on equipment, end of year - 20,016
Less: Advance on equipment, beginning of ye( 20,01¢ -
Cash paid in the period $ 48,99: $ 22,22¢

(XXVII) Changes in liabilities from financing activities
The effect of changes in current borrowings in 2019 amounted to NT$156,597.
Please refer to the consolidated statements of cash flows for details.
Changes in the Group's liabilities from financing activities in 2018 were all
changes in cash flows; please refer to the consolidated statements of cash flows for

details.
VII. Related Party Transactions
0] Parent company and the ultimate controller

Chaintech is controlled by Yicheng International Development Co., Ltd.
(incorporated in the Republic of China), which owns 28.11% of the shares of
Chaintech. The rest is held by the public. The ultimate controller of Chaintech is
the Colorful Group.
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(1N

Name and relationship of related parties

Name of related party Relationship with the Group

Colorful Technology Co., Ltd. (Colorful) 100% reinvestment business by Colorful Group

Shenzhen Colorful Yugong Technology and

Development Co., Ltd. (Yugong) The same person in charge as the Colorful Groi
(1 Material transactions with related parties

1. Operating revenue

2019 2018
Sales of goods:
Colorful $ 2,026,01¢ $ 2,203,46°
Yugong 120,700 -
Sales allowance:
Colorful ( 148,917%( 133,72¢
$ 1,997,801 $ 2,069,73¢

The Group's transaction prices to related parties are not significantly different
from those of the unrelated parties. The payment terms are OA 45~125 days
depending on the different transaction object. The Group sells-aie (AlO)

to Yugong.

Purchase

N

01

(0]

2019
Purchases of goods:
Yugong $ 117,36/ $

Goods are purchased from related parties according to general commercial
terms and conditions. Sitonholy (Tianjin) Technology Co., Ltd. purchases
display cards from Yugong.

Receivables from related parties

2019 2018
Accounts receivable:
Colorful $ 614,072 $ 685,97
Yugong 2,714 -
Total $ 616,786 % 685,97

Receivables from related parties mainly arise from sales transactions. Payment
for sales transactions is made in accordance with the payment terms after the
date of sale. The receivables are unsecured and not interest-bearing.

Payables to related parties
2019

N

01

(0]

Purchases of goods:
Yugong $ 10,74. $

The payables to related parties mainly arise from purchases, which are due one
month after the purchase date. The payables are non-interest bearing.
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5. Advertising expense
After the launch of the products jointly developed by the Group and Colorful,
both sides have agreed to pay no more than US$60,000 per month as
advertising expenses for the related parties. The amounts of advertising
expense incurred in 2019 and 2018 were NT$10,740 and NT$13,366
respectively; the amounts not yet paid were NT$5,886 and NT$8,911
respectively and recognized as "other payables."

(Iv) Key management compensation information
2019 2018

Salary and other short-term employees' ber_$ 7,437 $ 14,739
VIII. Pledged Assets

The Group's assets pledged as collateral are as follows:

Book value

Pledged assets December 31, 2019 December 31, 2018 Guarantee use
Other current asset
Bank deposits $ 33,005 $ 4,615 Reserve accounts

IX. Significant Contingent Liabilities and Unrecognized Contract Commitments

() Contingencies
None.
(1 Commitments

1. As of December 31, 2019, the Group's guaranteed letter of credit for the
purchase was US$1,500 thousand.
2. Chaintech opened a promissory note for the purchase of goods as a guarantee
for the purchase of loan claims. Chaintech had written promissory notes
totaling NT$200,000 as of December 31, 2019.
X.  Significant Disaster Losses
None.
XI.  Significant events after the end of the financial reporting period
On January 21, 2020, Chaintech's Board of Directors resolved to acquire a 13% equity
interest in uSenlight Corporation at the amount of NT$150,000. The investment was
completed on March 16, 2020.
XIl. Others
0] Capital management
The Group's objectives in capital management are to safeguard the Group's ability
to continue as a going concern in order to maintain optimal capital structure in
order to minimize the cost of funding and to provide remuneration for its
shareholders. In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to shareholders, return capital to shareholders,
issue new shares, or sell assets to reduce debt.
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(D) Financial instruments
1. Category of financial instruments

For the information on the Group's financial assets (cash and cash equivalents,

accounts receivable and other receivables) and financial liabilities (short-term

loans, accounts payable and other payables), please refer to Note VI and the
consolidated balance sheet.
2. Risk management policies

(1) The Group's daily operations are affected by a number of financial risks,
including market risk (including exchange rate risk, interest rate risk, and
price risk), credit risk, and liquidity risk.

(2) The risk management is carried out by the Group's finance department
according to the policies approved by the Board of Directors. The finance
department of the Group is responsible for identifying, evaluating, and
avoiding financial risks in close co-operation with the Group's operating
units. The Board has established written principles for overall risk
management, and provides written policies for specific areas and matters
such as exchange rate risk, interest rate risk, credit risk and remaining
liquidity.

3. The nature and degrees of significant financial risks

(1) Market risk
Exchange rate risk
A. The Group is a multinational operation and is exposed to exchange

rate risk arising from transactions with Chaintech and its
subsidiaries, which is mainly denominated in USD and CNY. The
related exchange rate risk arises from future commercial
transactions and recognized assets and liabilities.

B. Business of the Group is involved in a number of non-functional
currency (the functional currency of Chaintech is NTD; for certain
subsidiaries, the functional currency is CNY) and deeply affected by
the exchange rate fluctuation. The information of significant impact
affected by exchange rate fluctuation for foreign assets and
liabilities is as follow:

December 31, 2019
Carrying amount

Foreign currency
(Foreign currency: Functional currency) (in thousands) Exchange rat (NTS)
Financial assets
Monetary items

USD:NTD $ 36,557 29.980 $ 1,095,979

CNY:NTD 100,489 4.305 432,605
Non-monetary items

CNY:NTD $ 29,694 4305 $ 127,833

Financial liabilities

Monetary items

USD:NTD $ 15,867 29980 $ 475,693

CNY:NTD 11,743 4.305 50,554
Non-monetary items

CNY:NTD $ 3,417 4305 $ 14,710
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December 31, 2018
Carrying amount

Foreign currency
(Foreign currency: Functional currency) (in thousands) Exchange rat (NTS)
Financial assets
Monetary items

USD:NTD $ 45,932 30.715 $ 1,410,801
Non-monetary items
CNY:NTD $ 77,415 4472 $ 346,200

Financial liabilities
Monetary items
USD:NTD $ 5,107 30.715 $ 156,862

C. The Group's material monetary items affected by the exchange rate
fluctuations for the years ended December 31, 2019 and 2018 were
recognized as net exchange (loss) gain (including realized and
unrealized) at the aggregated amount of NT($7,086) and NT$30,104,
respectively.

D. The Group's foreign currency market risk analysis due to significant

exchange rate fluctuations is as follows:

2019
Sensitivity analysis
Effects on profi  Effects on other
(Foreign currency: Functional current Range of chang or loss comprehensive incon
Financial assets
Monetary items

USD:NTD 1% $ 10,960 $ -

CNY:NTD 1% 4,326 -
Non-monetary items

CNY:NTD 1% $ 1,278 $ -

Financial liabilities
Monetary items

USD:NTD 1% $ 4,757 $ -
CNY:NTD 1% 506 -
Non-monetary items
CNY:NTD 1% 147 $ -
2018

Sensitivity analysis
Effects on profi  Effects on other
(Foreign currency: Functional current Range of chang or loss comprehensive incon
Financial assets
Monetary items

USD:NTD 1% $ 14,108 $ -
Non-monetary items
CNY:NTD 1% $ 3,462 $ -

Financial liabilities

Monetary items
USD:NTD 1% $ 1,569 $ -
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Price risk

A.

The Group's equity instruments exposed to price risk are financial
assets at fair value through profit or loss and financial assets at fair
value through other comprehensive income. To manage the price
risk of investments in equity instruments, the Group diversifies its
portfolio with its diversification method based on limits set by the
Group.

The Group mainly invests in equity instruments issued by domestic
companies, which are affected by the uncertainty of the future value
of the investment underlying the investment target. If the prices of
these equity instruments increase or decrease by 1%, with all other
factors remaining unchanged, profit after tax for the years ended
December 31, 2019 and 2018 will increase or decrease by NT$22
and NT$18 respectively due to gain or loss on equity instruments at
fair value through profit or loss, and other comprehensive income
for the same years will increase or decrease by NT$1,370 and
NT$1,090 respectively due to gain or loss on equity instruments at
fair value through other comprehensive income.

Cash flow and fair value interest rate risk

A.

The Group's interest rate risk arises primarily from short-term
borrowings issued at variable rates, which expose the Group to cash
flow interest rate risk. For the years ended December 31, 2019 and
2018, the Group's borrowings issued at variable rates were mainly
denominated in USD.

The Group's borrowings are measured at amortized cost and are
re-priced at the contract annual rate every year. Therefore, the
Group is exposed to the risk of changes in future market interest
rates.

If the USD borrowing interest rate increases/decreases by 1%, with
all other variables held constant, profit before tax for the years
ended December 31, 2019 and 2018 will decrease or increase by
NT$1,253 and NT$0 respectively. Changes in interest expense
mainly result from floating-rate borrowings.

(2) Credit risk

A.

The Group's credit risk is primarily attributable to the risk of
financial loss from customers or the counterparty of financial
instruments who are unable to fulfill the contract obligation. That
credit risk is mainly from the fact that the counterparty is unable to
pay off the accounts receivable payable on the terms of the
payment.

The Group has established credit risk management in the Group's
corporate policy. For banks and financial institutions that are in the
process of setting up, only those with good credit rating can be
accepted as the transaction target. In accordance with the internal
defined credit policy, the Group's operating entities and each new
customer shall be subject to the management and credit risk analysis
before making payment and delivery of the agreed payment and
delivery. Internal risk control is evaluated by considering its
financial position, historical experience and other factors to assess
the credit quality of customers. Limits on individual risks are
formulated by the Board of Directors based on internal or external
ratings and regularly monitored by the Board of Directors.
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C. The Group adopts IFRS 9 to make the following assumptions as to
whether the credit risk on financial instruments since initial
recognition has increased by the following:

(A) When the contract amount is overdue for more than 30 days in
accordance with the agreed payment terms, the credit risk has
been significantly increased since the original recognition of
the financial assets.

(B) There are actual or expected significant changes in external
credit ratings of financial instruments.

D. The Group adopts IFRS 9 to make assumptions that if the contract
amount is overdue for more than 90 days in accordance with the
agreed payment terms, it is regarded that a default has taken place.

E. The Group will group the customer's accounts receivable based on
the characteristics of the customer's rating and customer type, and
use the simplified method to estimate the expected credit loss based
on the preparation matrix.

F. The Group includes the forward-looking consideration to adjust the
loss rate established by historical and current information for a
specific period so as to estimate the allowance loss for accounts
receivable by the said loss rate. The provision matrix as of
December 31, 2019 and 2018 is as follows:

Not overdue 90 days past due Total
December 31, 2019
Expected loss rate 0.072% 27.832%
Total book value $ 945,302 $ 10,380 $ 955,682
Allowance for loss $ 682 $ 2,888 $ 3,570

Not overdue Total

December 31, 2018
Expected loss rate 0.03%
Total book value '3 923,758 _$ 923,758
Allowance for loss $ 323 _$ 323

G. The statement of allowance loss for accounts receivable of the
Group using simplified approach is as follows:

2019
Accounts receivable
January 1 $ 323
Reversal of impairment loss ( 1,166)
Effect of exchange rate changes ( 258)
Acquired through business combinations 4,671
December 31 $ 3,570
2018
Accounts receivable
January 1_IAS 39 $ -
Adjustments under new standards 323
Provision of impairment loss -
December 31 $ 323
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(3) Liquidity risk

A. Cash flow prediction is performed by individual operating entities
within the Group and are aggregated by the Group's finance
department. The Group's finance department monitors the Group's
liquidity requirements predict to ensure that it has sufficient funds to
support its operational needs and maintains sufficient
unencumbered borrowing commitments at all times so that the
Group does not violate the relevant borrowing limits or terms.

B. The surplus cash held by each operating entity will be transferred
back to the Group's finance department when it exceeds the
management needs of the working capital. The Group's finance
department invests the surplus funds in interest-bearing demand
deposits and fixed deposits, and the selected instruments have
appropriate maturity dates or sufficient liquidity to meet the above
forecasts and provide sufficient water and effluents.

C. The Group's non-derivative financial liabilities are due within the
next year except for non-current lease liabilities, guarantee deposits
received, and investments payable (recognized as other non-current
liabilities).

(1 Fair value information

1. The different levels that the inputs to valuation techniques are used to measure
fair value of financial and non-financial instruments have been defined as
follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date. A
market is regarded as active where a market in which transactions
for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis. The
fair value of the Group's investment in listed stocks is of Level 1.

Level 2: Inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability. The fair value of the
Group's investment in equity investment without active market is
included in Level 3.

2. For financial instruments not measured at fair value, including cash and cash
equivalents, notes receivable, accounts receivable (including related parties),
other receivables, current borrowings, notes payable, accounts payable
(including related parties), and other payables, their carrying amounts are a
reasonable approximation of their fair value.
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3. The related information of financial and non-financial instruments measured at
fair value by level on the basis of the nature, characteristics and risks of the
assets and liabilities is as follows:

(1) The Group classifies its assets and liabilities according to their nature; the
information is as follows:

December 31, 2019
Assets
Recurring fair value

Financial assets at fair value through

profit or loss
Equity securities
Beneficiary certificates

Financial assets at fair value through
other comprehensive income

Equity securities
Total

December 31, 2018
Assets
Recurring fair value

Financial assets at fair value through

profit or loss
Equity securities

Financial assets at fair value through
other comprehensive income

Equity securities
Total

Level 1 Level 2 Level 3 Total
$ 2,172 $ - $ - $ 2,172
182,101 - - 182,101
121,695 - 15,350 137,045
305968 $ = - 15,350 321,318
Level 1 Level 2 Level 3 Total
$ 1,755 $ - $ - $ 1,755
93,635 - 15,350 108,985

$ 95,390 $ - $ 15,350 $110,740

(2) Methods and assumptions used by the Group to measure the fair value
are as follows:

A.

The instruments that the Group uses market-quoted prices as their
fair values (i.e. Level 1) are listed below by characteristics:

Listed shares
Market quoted price Closing price

In addition to the aforementioned financial instruments with active
markets, the fair value of the remaining financial instruments is
obtained by means of evaluation techniques or reference to
counterparty quotes. The fair value obtained through evaluation
techniques can refer to the current fair value of other substantial
financial instruments with similar conditions and characteristics,
discounted cash flow method or other evaluation techniques,
including calculations based on the market information utilization
model available on the date of the consolidated balance sheet (e.g.,
the reference yield curve offered by Taipei Exchange or the average
offer price of Reuters commercial paper interest rate).

Outputs from valuation models are estimates and valuation
techniques may not be able to reflect all the relevant factors of the
Group's financial and non-financial instruments. Therefore, the
estimated value of the evaluation model will be adjusted according
to additional parameters, such as model risk or liquidity risk.
According to the Group's fair value evaluation model management
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policy and related control procedures, the management believes that
the adjustment is appropriate and necessary to recognize the fair
value of financial instruments and non-financial instruments in the
consolidated balance sheet. The price information and parameter
used in the valuation process are carefully evaluated and adjusted
appropriately based on current market conditions.

D. The Group absorbs the adjustment of credit risk assessment into the
fair value measurement of financial and non-financial instruments to
reflect the credit risk of counterparties and the credit quality of the
Group.

4. There was no transfer between Level 1 and Level 2 for the years ended
December 31, 2019 and 2018.

5. The following chart indicates the movement of Level 3 for the years ended
December 31, 2019 and 2018:

2019 2018
Equity instruments Equity instruments
January 1 $ 15,350 $ -
Acquired in the period - 15,350
December 31 $ 15,350 $ 15,350

6. There were no transfer into and out of Level 3 for the years ended December
31, 2019 and 2018.

7. The finance department of the Group is in charge of valuation procedures for
fair value measurements being categorized within Level 3, which is to verify
independent fair value of financial instruments. Such assessment is to ensure
the valuation results are reasonable by applying independent information to
make results close to current market conditions, confirming the resource of
information is independent, reliable, and in line with other resources and
represented as the exercisable price, and frequently calibrating valuation
model, performing back-testing, updating inputs used to the valuation model,
and making any other necessary adjustments to the fair value.

8. Quantitative information and sensitivity analysis of significant unobservable
inputs to the valuation models used in the valuation models for Level 3 fair
value measurement and the sensitivity analysis of changes in significant

unobservable inputs are as follows:
Fair value as of Valuation Significant unobservab Relationship between inpu

December 31, 201¢ technique inputs and fair value
Non-derivative equity instruments:
Shares of unlisted $ 15,350 Market price Lack of marketability The higher the lack of
companies method discount, expected equmarketability discount and
volatility expected equity volatility, th

lower the fair value

Fair value as of Valuation Significant unobservab Relationship between inpu

December 31, 201¢ technigue inputs and fair value
Non-derivative equity instruments:
Shares of unlisted $ 15,350 Discounted Long-term revenue  The higher the long-term
companies cash flow growth rate, weighted revenue growth rate and
method average cost of funds, long-term operating net pro
net operating profit  before tax, the higher the fa
before tax, lack of value; the higher the lack ol

marketability discount marketability discount, the
lower the fair value
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9. The Group carefully evaluates the valuation models and inputs used in
selecting the valuation models and inputs that the valuation models may result
in different valuation models. For financial assets classified as Level 3, if the
evaluation parameters change, the impact on other comprehensive gains and
losses is as follows:

December 31, 2019
Recognized in other comprehensive inct
Input Chang¢ Favorable change Unfavorable chang:

Financial assets
Lack of marketability

Equity instrumentdiscount, expected equity+t1%  $ 154 $ 154
volatility

December 31, 2018
Recognized in other comprehensive inc
Input Chang¢ Favorable change Unfavorable chang

Financial assets
Long-term revenue growt
rate, weighted average ct
Equity instrumentsof funds, net operating +1% $ 154 $ 154
profit before tax, lack of
marketability discount

XIl. Supplementary Disclosures
0] Information on significant transactions

1. Capital loans to others: None.

2. Endorsements and guarantees: Please refer to Table 1.

3. Marketable securities held at the end of the period (excluding investment in
subsidiaries): Please refer to Table 2.

4. Accumulated acquisition or disposal of the same securities reaching NT$300
million or 20% of paid-in capital or more: Please refer to Table 3.

5. Acquisition of real estate reaching NT$300 million or 20% of paid-in capital
or more: None.

6. Disposal of real estate reaching NT$300 million or 20% of paid-in capital or
more: None.

7. Purchases and sales with related parties reaching NT$100 million or 20% of
paid-in capital or more: Please refer to Table 4.

8. Receivables from related parties reaching NT$100 million or 20% of paid-in
capital or more: Please refer to Table 5.

9. Derivative transactions: None.

10. Parent-subsidiary and subsidiary-subsidiary business relations and significant
transactions and amounts thereof: Please refer to Table 6.

(D) Information on investees
Information on investee companies (not including investee companies in Mainland
China)
None.

(1 Information on investments in Mainland China

1. Basic information: Please refer to Table 7.
2. Significant transactions between the Group and investees in Mainland China
directly or indirectly through entities in a third area: Please refer to Table 8
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XIV. Segment Information
0] General information
The Group only operates a single industry and the Group is in a position to assess
the performance and allocate resources of the Group as a single reporting entity.

(D) Information on products and services
The breakdown of the revenue balance is as follows:
2019 2018
Sales revenue:
Computer peripherals $ 4,596,05( $ 4,039,94.
AlO 120,70C -
Service revenue 21,432 10,36¢
$ 4,738,18. $ 4,050,31(
( Geographical information
2019 2018
Revenue Non-current asse Revenue Non-current asse
China $4,738,182 $ 271,078 $4,050,31($ 176,399
(Iv) Key accounts information
2019 2018
10C001 $ 2,026,018 $ 2,069,73¢
16L002 473,302 363,858
Others 2,238,862 1,616,714

$ 4,738,182 _$ 4,050,31(
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Chaintech Technology Corp. and Subsidiaries
Endorsements and Guarantees
For the Year Ended December 31, 2019
Table 1 Unit: NT$ thousan
(Unless specified otherwis

Ratio of aggregate: Subsidiary
Ceiling limit on Endorsements anc endorsements anc Parent providing providing
endorsements and guaran guarantees guarantees Ceiling limit on endorsements  endorsements
Subject of endorsements and Maximum balance of Balance of endorsemen Endorsements and to net value in the Endorsements an
Endorser/Guarantor guarantees for a single enterprise endorsements and guarantees guarantees secured with most recent  endorsements and guarani and guarantees and guarantees guarantees
and guarantees for the involving Mainland
No. Company name Company name Relationship (Note 1) current period at the end of current peri used collateral financial statement (Note 1) for subsidiary for parent China Remarks
0  Chaintech Technology CorSitonholy (Tianjin) 2 $ 776,024 $ 55,965 $ 55,965 $ 55,965 $ - 3.61$%$ 776,024 Y N Y

Technology Co., Ltd.
Note 1: The ceiling limit on endorsements and guaesiprovided by Chaintech, on endorsements and geasdior a single enterprise, and on endorsements anangees provided by Chaintech and its subsidiarmsidiive 50% of the net value in the most recent tir@statements respectively.

Tablel P1



Table 2

Company holding securities
Chaintech Technology Corp.

Chaintech Technology Corp.
Chaintech Technology Corp.
Sitonholy (Tianjin) Technology Co., Ltd.

Beijing Sitonholy Technology Co., Ltd.

Type and name of securities
Stocks_INPAQ Technology Co., Ltd.

Stocks_APAQ Technology Co., Ltd.
Stocks_CloudMile Co., Ltd. (Cayman Islands)

Beneficiary certificates_Tianlibao net-value wea
management product

Beneficiary certificates_Gongying Wenjian
Tiantianli wealth management product

Relationship with the
issuer
of securities

Chaintech Technology Corp. and Subsidiaries
Marketable Securities Held at the End of the Periodlelxtg Subsidiaries, Associates, and Joint Ventures)
For the Year Ended December 31, 2019

Accounting item Number of shares

Current financial assets at fair value
through profit or loss

57,000

Non-current financial assets at fair va 3,050,000

through other comprehensive income
Non-current financial assets at fair va
through other comprehensive income
Current financial assets at fair value
through profit or loss

Current financial assets at fair value
through profit or loss

Table2P1

510,204

Carrying amount
2,172

121,695
15,350
135,607

46,494

End of period

Shareholding ratio
0.04%

3.61%

2.77%

Fair value
2,172

121,695
15,350
135,607

46,494

Unit: NT$ thousan
(Unless specified otherwis

Remarks



Chaintech Technology Corp. and Subsidiaries
Accumulated Acquisition or Disposal of the Same Sé¢iesrReaching NT$300 Million or 20% of Paid-in CapdalMore
For the Year Ended December 31, 2019

Table 3
Type and name of Counterparty Relationship Beginning of period Acquisition (Note 3) (Note 4) Disposal
Company name securities (Note 1) Accounting item (Note 2) (Note 2) Number of shares Amount Number of shares Amount Number of shares Selling price Carrying value
Shenzhen Jinghong DigitaSitonholy (Tianjin) Long-term equity Non-related party, Subsidiary of - $ - - $ 384,570 - $ - -
R&D Service Co., Ltd. Technology Co., Ltd. investments - Tianjin capital increase by  Chaintech's
cash subsidiary

Note 1: Marketable securities in the table refer tolstplbonds, beneficiary certificates and other related/aére securities.

Note 2: Required if marketable securities are recognigéavastments using equity method. Other fields @alefh blank.

Note 3: The amount of accumulated acquisition oraapshould be calculated separately based on tHemalue to see if it reaches NT$300 million or 268faid-in capital.
Note 4: The amount of disposal includes contingensieration.

Table3P1

Unit: NT$ thousan

(Unless specified otherwis

Gain or loss on

disposal

End of period

Number of shares




Table 4

Company
Chaintech Technology Corp.

Chaintech Technology Corp.

Sitonholy (Tianjin) Technology Co., Ltd.

Counterparty Relationship
100% reinvestment business by
Colorful Technology Co., Ltd. Colorful Group
Shenzhen Colorful Yugong Technolo¢  The same person in charge as th
and Development Co., Ltd. Colorful Group
Shenzhen Colorful Yugong Technolo¢  The same person in charge as th
and Development Co., Ltd. Colorful Group

Chaintech Technology Corp. and Subsidiaries
Purchases and Sales with Related Parties Reaching RTillion or 20% of Paid-in Capital or More
For the Year Ended December 31, 2019

Purchase (sale)

Sales
Sales

Purchases

Transaction

Amount
$1,877,101

120,700

117,368

Table4P1

Percentage of total
purchases

(sales)
52%

3%

3%

Credit period
OA 45 ~ 125 days

OA 30 days

OA 30 days

Unusual trade conditions
and its reasons

Unit price
Not applicable

Not applicable

Not applicable

Credit period
Not applicable

Not applicable

Not applicable

$

Unit: NT$ thousan
(Unless specified otherwis

Ratio of notes and accounts

Balance
614,072

2,714

10,741

receivable (payable)

to total notes and accoun
receivable (payable)
73%

3%



Chaintech Technology Corp. and Subsidiaries
Receivables from Related Parties Reaching NT$100 Mitlio”P0% of Paid-in Capital or More
For the Year Ended December 31, 2019
Table 5 Unit: NT$ thousan
(Unless specified otherwis
Overdue receivables from related parties Receivables from related parti

Company name Counterparty Relationship Balance of receivables from related parties Turnover rate Amount Handling method recoverable after period Allowances for losses
Chaintech Technology Corp. Colorful Technology Co., Ltd. 100% reinvestment business by Colorful Group Accounts receivable  $ 614,072 2.89 $ - - $ 70,783 $ 186)
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Chaintech Technology Corp. and Subsidiaries
Parent-subsidiary and Subsidiary-subsidiary Businesgi®ezand Significant Transactions and Amounts Thereof
For the Year Ended December 31, 2019

Table 6
No.
(Note 1) Company name Counterparty Relationship with counterparty (Note 2) Account
0 Chaintech Technology Corp. Shenzhen Jinghong Digital R&D Service Co., Ltd. Parent company to a subsidiary Operating expenses $
0 Chaintech Technology Corp. Shenzhen Jinghong Digital R&D Service Co., Ltd. Parent company to a subsidiary Other payables

Note 1: Information of business contacts between thenpaompany and subsidiaries shall be specified irchlamn. Please fill in the No. column following timstruction:
(1) The parent company is coded 0.
(2) The subsidiaries are coded from "1" in the order ptedean the table above.

Unit: NT$ thousan
(Unless specified otherwis

Transaction status
Percentage of total revenue

Amount Transaction terms total assets
7,328 Agreed by both parties 0.15%
2,011 - 0.08%

Note 2: Regarding the percentage of transaction amowairtsolidated net revenue or total assets, it Gutzted based on the ending balance to consolidateidassets for balance sheet items; it is caledlbsed on interim accumulated amount to conselidat revenue for profit or loss items.
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Chaintech Technology Corp. and Subsidiaries
Information on investments in Mainland China - Basifoimation
For the Year Ended December 31, 2019
Table 7 Unit: NT$ thousan
(Unless specified otherwis

Accumulated investme Accumulated investmel
amount remitted ~ Accumulated outflow or recover amount remitted Percentage
Carrying amount of
Method of from Taiwan at Current profit or Gain or loss on investments in ~ Accumulated inward remittanc
investment beginning amount from Taiwan at end loss of ownership  investment in the Mainland China of investment income
(direct or
Name of investee in Mainland Chin Main businesses and products Actual paid-in capit:  (Note 1) of period Outflow Recovery of period of investee indirect)  current period (Note :  at end of period as of end of period Remarks

Dongguan Changan Fortech ElectroniProduction of motherboards, graphics cards, and camput $ 343,327 2 $ 343,327 $ - HEHHEHEE $ - ($ 8,545) 10(($ 8,545) $ - $ - Note 3
Co., Ltd. peripherals
Shenzhen Jinghong Digital R&D ServiTechnology research and development and trading of 499,045 1 239,456 259,609 - 499,065 19,717 10C 19,717 472,349 — -
Co., Ltd. electronic products, computer hardware, and perghlisvice

Note 1: The method of investment in Mainland Chirdudes the three following types:
(1) Directinvestment
(2) Investment in Mainland China through a companypéh a third area (Bahamas Federal Shanghai)
(3) Others
Note 2: The valuation is recognized in the finanstatements audited by the CPAs of the parent compahgiwvan.
Note 3: In July 2019, the Group disposed of BahamasrBe8hanghai and its subsidiary, Fortech ElectroRicxeeds from disposal amounted to US$4,880 thousand.

Accumulated investment amount Ceiling on investment in Mainland Ch
remitted from Taiwan to Mainland Chilnvestment amounts authorized regulated by Investment Commissio
Company name at end of period Investment Commission, MOE M.O.E.A.
Chaintech Technology Co $ 499,065 $1,022,416 $ 1,032,146

Note: The Group invested US$5 million in Shenzhegldong Digital R&D Service Co., Ltd., which was appmby the Investment Commission, Ministry of Economic Affan November 26, 2015. US$3 million was remitteéril 2016, and remaining US$2 million was remittedJanuary 3, 2019.
Note: The Group increased capital of Shenzhen JingBagital R&D Service Co., Ltd. by US$6.4 million, wiiavas approved by the Investment Commission, Ministfigconomic Affairs on February 1, 2019. The full investirtead been remitted as of November 11, 2019.
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Chaintech Technology Corp. and Subsidiaries

Information on Investments in Mainland China - SignificAransactions between the Group and Investees inldfairChina Directly or Indirectly

through Entities in a Third Area
For the Year Ended December 31, 2019

Unit: NT$ thousan

Table 8
(Unless specified otherwis
Endorsements an
guarantees or
Property Accounts receivabl
Sales (purchase transactions (payable) collateral providec Financing
Highest Interest ir
Name of Balance a balance Balance a the
end of within the end of Interest current

investee in
Mainland Chine Amount %  Amount % Balance % period Purpose

Shenzhen

Jinghong

Digital R&D 5 S, (()$11) : A
Service Co., '

Ltd.

Table7P1

range period Others

Operating
- ) expenses
$7,328



