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One. Letter to Shareholders

CONCRAFT HOLDING CO., LTD
2019 Business Report

In 2019, economic activities all over the world were influenced by the trade
protectionism of the USA, to ¢hextent that industrial development turned sluggish. It was
worsened by the COVIR19, which broke out at the beginning of 2020, which almost caused
a standstill of economic and production activities worldwide. Under such circumstance,
enterprises could fi struggle to survive. The management team cannot guarantee if they
could survive this game. Nevertheless, we will spare no effort to keep the operation of the
Company running and wait for the turning point.

Affected by the ChindJS trade dispute, the emtion of the Company plummeted in
the first half of 2019. Yet, the management team still continued to engage in development
with the customers in concerted effort. In the second half of 2019, the Company has become a
qualified supplier of the original UBrand customers and also joined the TWS product supply
chain of the original US brands customers. In addition, the Company engaged in a
joint-venture with the OBO team to develop the first 6mm and 5.4mm liquid silicon film
single speaker of the world, amehas introduced by other wethown US brands customers
and other suppliers. In addition, chip designers also chose to engage in joint venture with
OBO to enter into an agreement on module. In general, 2019 was a year of despair and year of
hope. It is juslike sailing a ship at the sea, which is under wave after wave of impact but still
going on its course.

In 2019, the Company had consolidated revenue amounting to NT$5,124,518 thousand,
which was a decline of 11% from NT$5,757,902 thousand in the sarioad pf 2018. Net
income after taxation in the same year amounted to NT$391,668 thousand, which was a
decline of 59.89% from NT$976,545 thousand in the same period of 2018. The main reason
of the decline in net income in 2019 was the @b trade problento the extent that the
original US brand customers were unable to sell both new and old items, which in turn
affected the sale of the premium item of the Comparacoustic component sale, which
declined to 2014 and 2015 levels. Although the Company méisdied in the TWS product
supply chain of this customer, the late availability of new products in market handicapped the
Company in a final charge in Q3 2019, which resulted in a decline of net income as compared
with 2018.

Significant operational eventd the Company for 2019 are described as follows:

Important Operational Events:

I.  The Company continued to be a qualified supplier of original US brand customers and
other famous international big firms.

II. The products of the Company were officially included into the TWS product supply
chain of the original US brand customers.

lll. The Company engaged in joiménture with German customers in automotive parts and
components, with mass production kicked off ircBmber 2019.

IV. Engaged in a joiatenture with the OBO team to develop the first 6mm and 5.4mm
liquid silicon film single speaker of the world.

V. Advance into the area of micro injection.

Concraft Holding Co., Ltd.

Chairperson: Cha8heng lu

President: Gudi Li

Chief Financial Officer: Qia®heng Huang



Two. Company Profile
I.  Brief Introduction of the Company and the Group

Concraft Holding Co., Ltd (hereinafter referred to as "Concraft Holding" or "the
Company")was founded on September 1, 20080 is a holding company in the British
Cayman Islands (hereinafter referred to as "Caymans"). The founders arSl@&mplLu and
GuoJi Li. In 2002, the Companyeinvested in Kunshan Dragonstate Electronic Technology
Co., Ltd. in the names of the founders and through Dragonstate Technology Co., Ltd. who
was registered in Mauritius, and the restructure the framework of investment after remedy in
2009 by the consent of Investment Commission. The main business items ofeteas of
the Company are focused on the research/development, production and sale for the products
of electrical connector with private brand of "CONCRAFT". The Company'sipaidpital is
NT$1,366,843 thousand as of December 31, 2019. The Compansasiaqed headquarter is
currently located in Taiwan, which is mainly responsible for integration of
research/development, finance and information technology. Its sale is mainly run through
Dragonstate Technology Co., Ltd. who is registered in Mauritiugesmbnsible for the sale
business in Europe, America and Asia (except for China and Taiwan) as well as Kunshan
Dragonstate Electronic Technology Co., Ltd. who is responsible for the sale business in China.
At the end of December 2010, the Company acquirejonstate International Technology
Co., Ltd. who is mainly engaged in the sale business in Taiwan. The production is mainly
based in China through Kunshan Dragonstate Electronic Technology Co., Ltd. who is mainly
responsible for the production of contm@cand acoustic component for notebook as well as
Concraft Precision Electronics (Baoying) Co., Ltd. who is mainly responsible for the
production of PCMCIA, MINI PCI EXPRESS and SMART CARD for the application of
network communication and consumer eledtrenin the beginning of 2013, the Company
reinvested in Kunshan Haojun Precision Electronics Co., Ltd., Ltd. through its s#mond
subsidiary, Kunshan Dragonstate Electronic Technology Co., Ltd., to engage in stamping for
hardware product. The Group cpleted the vertical integration. In 2014, the Company's
acousteoptic components were successfully mass produced and its sales percentage has
increased from 46% in 2015 to 75% in 2019, showing that the Compargxpasded the
application technology of $ila gel from acoustics to the industries of automobiles and optics,
and established the foundation for development and opportunity for growth in the future.

[I.  Date of Incorporation: September 1, 2009

lll. Company History
Year Description of History
Foundedthe Weijin Steel Mold Co., Ltd. in Sanchong City, Taipei County, Tai
1992 N ) e

engaging in the manufacture and sale of general mold in the initial stage.
1994 |Started to add the OEM business for injection products.
1999 |Transformed to the developmentanufacture and sale of connector.
Successfully developed the variable products for PCMCIA series to meet the
2000 |of consumer products in the industries of satellite communication and w
network communication.
Successfully developed ghproducts of Connector series to meet the dema
mobile phone consumer products.
ChaoSheng Lu and Gudi Li reinvested in Kunshan Dragonstate Electn
2002 |Technology Co., Ltd. in their personal names through Dragonstate Technolo
Ltd. whowas registered in Mauritius.
Successfully developed the products of MINI PCI series and completely intr
the products into automatized production.
2004 Completely inf[roduced the RoH_S Compliance for the production/manufacture

purpose oenvironmental protection.

2005 |Successfully develop the connector productsNGITE BOOKand started to deliv|

2001

2003




Year

Description of History

the samples for the certification from lal§®TE BOOKmanufacturers.

2006

Certified the 1ISO1400 and QC080000, involved into the production/faetue o
precision machinery and introduced the components of micro precisio
production/manufacture and sale.

2007

Successfully developed the products of HDMI and SFP series to meet the den
high-frequency consumer products.

Successfully innovated the legost and high reliable products of USB series. An|

2008 [started to plan the new plant for Kunshan Dragonstate Electronic Technology ¢

Ltd.

1. The Investment Commission of MOEA approved CBheng Lu and Gudi Li
to reinvestoverseas in the Kunshan Dragonstate Electronic Technology Cq
through the Dragonstate Technology Co., Ltd. who was registered in Mauri

2. The Investment Commission of MOEA approved the Company to establ
Concraft Precision Electronics (Baag) Co., Ltd. in Baoying County, Jiang
Province, mainly engaged in the manufacture and sale of connector.

3. The Investment Commission of MOEA approved the Company to es}

2009 Concraft Holding Co., Ltd. in British Cayman Islands to proceed the restrug]
the Group's organization.

4. New plant of Kunshan Dragonstate Electronic Technology Co., Ltd.
construction. The measurements of the first phase plant was 24,681.7]
meters.

5. The Investment Commission of MOEA approved the Company to establ
Concraft Precision Electrical (Kunshan) Co., Ltd. in Kunshan City, Ji{
Province, engaged in the production/manufacture of stamping and molding

1. The Investment Commission of MOEA approved the Company to reiny
Concraft Precision Industry Ca.td. in Taiwan to deeply cultivate in Taiwan.

2. The first phase new plant of Kunshan Dragonstate Electronic Technolog

2010 Ltd. completed construction in October, 2010. The second phase new
Kunshan Dragonstate Electronic Technology Co., Ltd. ibegastruction.

3. At the end of December of 2010, the Company acquired 100% of shareho
Dragonstate Technology Co., Ltd. through its subsidiary and complet
deployment of three places across the Taiwan Straits.

1. The Concraft Precisioklectronics (Baoying) Co., Ltd. began to massducs
the connectors for NB series.

2. The Group's products successfully penetrated into the supply chain sys
Samsung and Hitachi.

2011 |3. Cooperated with the Industrial Technology Research Institute and Ir
successfully convene a seminar for hfgiquency technique.

4. The headquarter's laboratory in Taiwan officially began to operate.

5. The IPO for Concraft Holding was approved with the stock code of 494
Chinese emerging code of F  (F-Concraft Holding).

1. The secongbhase plant of Kunshan Dragonstate Electronic Technology Cd
was completed and began to operate.

2. The molding department began to introduce the precision grinding and me
equipments from Germany and Switzerland to enhancéetiimical capabilif

2012 for the molding department.

3. Started to join the molding exhibitions in Germany, Japan and Shang
expand the business eyeshot and proceed the transformation for the Cd
business and technology.

4. Began to touch the potentialistomers of acoustics in US, optics in Japar]
automotive components Germany

2013 1. Completed the Group's vertical integration and acquired the Kunshan

Precision Electronics Co., Ltd., through the Kunshan Dragonstate Ele

3



Year

Description of History

Technology Co.l-td. who specialized in stamping.

Cooperated with large acoustic manufacturers in the US to develop the 4§
components and successfully massduced for smart phone.

Began to cooperate with customers to develop the optical components.

2014

The opti@l components began to ship to TDK.
The sales of acoustic components exceeded 30% of the sales.
The Group's annual consolidated sales exceeded NT$ 2 billion.

2015

Pl NP W

wn

The plant of the Concraft Precision Electrical (Kunshan) Co., Ltd. began
construction anéstimated to be completed in March 2016.

The sales of the acoustic components exceeds 50% of the sales.
Obtained the supplier qualification from German large manufacturers for
automotive components and cooperated to develop the velsieleomponents

2016

w

The Concraft Holding was approved to be publicly listed company in Taiwj{
Stock Exchange with the stock code of 4943 and Chinese code of KY
(KY-Concraft Holding).

Cooperated with tier 1 large manufacturers in Germany, Japan and US to
develop the vehle-use components.

Began to develop the medical auxiliary components.

2017

=

w

Contributed to the cooperation of automotive industry from different count
accelerated the development of technology for automotive components to
the technical planef the competitors in Asia.

Built up the moats of the patent wall and continued to develop the applicaf
technology of silica gel.

The Group's consolidated sales exceeded NT$ 5 billion.

2018

Build up the production base of automotive components to tmeelemand of
the intent of purchase from customers.

Prepare to build the second generation of injection production base and p
build the capability of fastipgrade process.

Promote the technical cooperation with investees and create the integtage
of production and design.

Deepened the technical cooperation with-enstomers, adjusted and
strengthened the structure of the customers.

2019

The Company continued to be a qualified supplier of original US brand
customers and other famomgernational big firms.

The products of the Company were officially included into the TWS produg
supply chain of the original US brand customers.

The Company engaged in joiménture with German customers in automotiv
parts and components, with masedarction kicked off in December 2019.
Engaged in a joirtenture with the OBO to develop the first monomer with
6mm and 5.4mm liquid silicon gel diaphragm in the world.

Proceed to the domain of trace injection.




IV. Group Structure

CONCRAFT HOLDING
CO.,LTD
(Concraft Holding)

100% | 100% + 100% § 100% § 14.97% ]
DRAGONSTATE TECHNOLOGY Concratft Precision Concraft Technology C¢| | Dragonstate Internation
CO., LTD. Co., Ltd Ltd Technology Co.. Ltd OBO Pro.2nc
= td. echnology Co., Ltd. (TW OBO)
(DRAGONSTATE) (Concraft Precision) (Concraft) (Dragonstate Internation
I I
100% 100% i 100% l 99% l 100% l 100% l
Y
el Kltmshaq_ Dr;xgolnstagz Concraft Precision Electroni Concraft Precision Electric; OBO Seahorn OP (VIRGIN) OBO PRO.2 INC.
ectronic L?c:: nology Cc (Baoying) Co., Ltd. (Kunshan) Co., Ltd. International Inc INTERNATIONAL (USAOBO)
(Kunshan Dlragonstate) (Concraft Baoying) (Concraft Kunshan) (HK OBO) COI&’%CI)?{LLE’FION
100% l 100% (OP BVI)
Haojun Precision
Electronlcflfémshar) Co,, OBO Eletric (Dongguar
(Hagun Kunshan) (0BO g;ngguan)
9% |

Bellsing Precision
DevicesCo., Ltd.
(Dongguan Bei Shen

Note: The Company held the election of the new Board in a special session of the Board of
Directors and Supervisors of OBO Pro.2 Inc. (h
and acquired 3 of the 5 seats of Bward. The Board convened on April 2 2019. The Chairman of
the Company was elected the Chairman of OBO. Accordingto IFRSil0ons ol i dat ed Fi |
Statementso, the Company has de facto control
incorporatednto the group as separate entities with effect on April 1 2019.

V. Risk Matters: Please refer to Paragraph 6, Seven in this annual report.



Three. Corporate Governance
I.  Organization

The Company is registered in British Cayman Islands in 2009. Its imagaress is
a holding company and investment. And the main production bases for its reinvestees
are located in Kunshan City, Jiangsu Province and Yangzhou City, Baoying County. The
organization structure for the Company and production base is as follows:
() The Company

1. Organization Structure

Shareholders
Meeting

{ Remuneration
Committee

Board of Director|

Audit Committee

Chairperson

Auditing Office Chief Director

President

Spokesman

President's Office

Legal Affairs
Dept.

Operation Units Central Resources Unit

wawyedsq
ABojouysa |
uorrewopu|
wawyedsg
juswdo@neg
pue yoreasay
wawyedsq

Bunaxren
Juswyedsaq
Jus W Beuepn

Wawyredaq ssauisng
Juswyedaq aoueul{

Juawyedsg
Busauibugy
Juswypedaq
ABojouyda |
realbojoig
Juswyedaq
juawdojaneg
uawdinbg
uswyedsq
Aquassy
wawyedaq
Buidwers

Juawypedaq
ueINssy Aiend
uawyedsg
Bunnyoejnuep

Juawyredaq uompalu|
ewyedaq sayddns

The operation of Company is divided into three segments: the highest authority
is the shareholder's meeting; the next is the Boardicéctors and lastly, the
management. The organization comprises a chairperson, a president, the president
office, finance department, information technology department, business department
and marketing department. The president office comprises vicilgmesdirectors,
legal office and spokespersons. All offices under the president office shall report to
the president. The directors are the chiefs of administration stationing at every plant
(or profit center) and shall directly report to the presidémtaddition, the audit
department shall report directly to the Board of Directors and the audit committee.



2. Major Departments' Businesses

Name of
Department

Business and Scope of Authority

President's Office

Vice President: Assisting the presidenhianaging Group matters
Director: Assist the president in implementing the projectd
research/development.

Legal Office: Handle the legal affairs and review contracts fof
companies of the Group.

Spokesperson: Plan the external speaking and manuscripts

Business Handle the business affair for every investee of the Group.
Department

Finance Handle accounting information summary and fund deployment
Department every investee of the Group.
Information Handle the ERP, network anather related equipments for evg
Technology .

investee of the Group.

Department

Research and
Development

Handle the products' research and development for the Group.

Department
Marketing Plan the marketing affairs for the Group.
Department
Management | Handle the administration, human resource, automobile project
Department plants affairs.

(1

Production Base in China

i. Organization Structure: Please refer to the headquarter's organization chart for

the operational business units.

i. Major Departments' Businesses

Name of . .
Department Business and Scope of Authority
Supplies Integrate purchase and price inquiry for the raw materials of
Department production.
Manufacturing Design and manufacture the mold and the jig for the production.
Department
Injection Produce the plastic components and design the injection mag
Department machine for production.
Assembly Assemble and produce the electronic connectors and the ac
Department components.
Engineering Design the electronic connectand the acoustic components for {
Department existing customers and the research/development affairs.
Stamping
Department Stamp for hardware product.
1. Research and manufacture the technical process of the prod
Biological for the electronic connectors and the acoustic components des
Technology by the engineering department.
Department 2. Reconstruct the technical process of the production that is cur
used by the ass®ly department.
. Manufacture the jig and develop/manufacture the auton
Equipment : : X
assembling machine based on the technical process of the prod
Development : )
researched and manufactured by the Biological Technd
Department
Department.
1. Establish and control the product's quality standards for each li
Quality Assurance| production.

Department

2. Deal with the quality abnormal cases from the customers.
3. Establish and amend the I1SO files and procedures.




(I) Basic Information of Directors

Information of Directors, Supervisors, Presidents, Vice Presidents, Assistant Vice Presidents and Chiefs of Departmanthesd B

Unit: share; %; April 17, 2020

Nationality

Term

Shareholding When

Shareholding at Prese

Shareholding of
Spouses, Minor

Shareholding in the
Name of Other

Spouses or Within
SecondDegree of Kinship
Served as Other Manager|

Date Date Elected f . ’ Hold the Position of the P f
. or Places o of Children At Present Persons Main Experiences .| Positions, Directors or
Title Registratio Name Sex | Elected | offic Electgd (Educations) Company and Other Compani Supervisors Remari
n (Assumed) e First Time Numbe Number at Present
Number off Shareholdind Number off Shareholdin rof Shareholdin| of Shareholding Title| Name | Relationshi
Shares | Percentage| Shares | Percentage Shares| 9 Percentag Shares| Percentage| P
British  [Monster . .
Virgin  |Holding Co., 22,258,26 22,33 26,902,72 10671 - ; . ; ; ggalerteron, Concraft Holding | | : .
Islands |Ltd T
Chairperson of Dragonstate
International Technology Co.,
Ltd., Kunshan Dragonstate
ElectronicTechnology Co., Ltd.
. 4 and Concraft Precision Electrici
Chairpersor] Representativd Male |2017.06.29 3 |2009.09.0 Department of Business | (Kunshan) Co., Ltd.; as well as
Republic of| . y Administration, NCHU |Executive Director of Concraft
China LCuhaGSheng ) -| 180873 0.10/875,48¢ 064 - ) Weijin Steel Mold Co., |Precision Electronics (Baoying) ~ B B °
Ltd. Co., Ltd. and Kunshan Haojun
Precision Electronics Co., Ltd.;
Director of Dragonstate
Technology Co., LtdConcraft
technology Co., Ltd and Concr:
Precision Co.,Ltd
British .
Virgin | AG! Holding 15,991,42 16.0419,335,40 1413 - - - - - - - - -
Co., Ltd.
Islands
Director and President,
Dragonstate International
Technology Co., Ltd.
Director and President, Kunshg
Dragonstate Electronic
) . Technology Co., Ltd.
Director Male |2017.06.2{ 3 |2009.09.0 Zhuyin Precision Industf pirector and President, Concra
. . N Precision Electrical (Kunshan)
Republic of Representativg ) .| 941064 0.69543.874 040 - ; Heyue Industry Co., Ltd.| - ™"+ R R R R
China [:Guo-Ji Li ZhIRIn Mold Co., Ltd. President, Kunshan Haojun
Weijin Steel Mold Co., L .
Ltd Precision Electronics Co._,_Ltd.
. Supervisor, Concraft Pre@s
Electronics (Baoying) Co., Ltd.
Director, Concraft Precision Co|
Ltd.
Director, Concraft Technology
Co., Ltd.
Zhuyin Precision Industry
Co., Ltd. ) )
Director of Manufacturin Director of Mfanufactunng
i Department for Depa\rtrr_1entI or Il)hraglonstage
Director Regm': ol ZhwQing Li | Male |2017.06.2] 3 |2000.00.0{ 784080 079 |1000363 073 35005 003 - - Dragonstate Internationa :_%ema“""a Technology Co., || - -
Technology Co., Ltd and and Kunshan Dragonstate
Kunshan Dragonstate Electronic Technology Co., Ltd
Electronic Technology 9y €.,
Co., Ltd.




Title

Nationality

or Places 0o

Registratio
n

Name

Sex

Date
Elected
(Assumed)

Term
of
Offic

Date
Elected
First Time

Shareholding When
Elected

Shareholding at Prese|

Shareholding of
Spouses, Minor
Children At Present

Shareholding in the
Name of Other
Persons

Number of
Shares

Shareholding
Percentage|

Shareholdin
Percentage

Number of
Shares

Numbe!
rof
Shares|

Shareholdin
g Percentag

Number|
of
Shares

Shareholdin
Percentage]|

Main Experiences
(Educations)

Hold the Position of the
Company and Other Compani
at Present

Spouses or Within
SecondDegree of Kinship
Served as Other Manager
Positions, Directors or
Supervisors

Title| Name | Relationshi

Remari

Independen
Director

Republic of
China

Zi-Yin Zhang

Femal

2017.06.23

2011.03.24

Bachelor of Business
Administration, National
Central University
Qualified Senior
Examination of CPA
Assistant Manager, PW(Q
Taiwan

CPA, Weichungdelin Accountin
Firm
CPA

Independen
Director

Republic of
China

Wei-Jun Chen

Male

2017.06.24

2014.06.2

LL.M., National Taipei
University

Qualified Senior
Examination of Lawyer
Attorney, Baker &
McKenzie Legal Firm
Attorney, Chungtao Legd
Firm
Attorney, Jonesday Lega|
Firm

Liu, Chang & Partners

Managing Attorney, Chenyin
AttorneysAt-Law

Independen
Director

Republic of
China

BenHua
Zhang

Male

2017.06.23

2016.01.01

Doctor, Institute of
NanoEngineering and
MicroSystems, National
Tsing Hua University
Researcher, Material ang
Chemical Research
Laboratories, Industrial
Technology Research
Institute

Representative, ZBest S&T
Limited

2. Basic Information for Supervisor: The Company has established the audit consuittés,is not applicable.



(I Major Shareholders of Corporate Shareholders:

1. Name of Top 10 Shareholders Who Hold the Highest Shareholding Percentage for
Corporate Shareholders

April 17, 2020

Name of Corporate Shareholders

Major shareholders @@orporate Shareholders

Monster Holding Co., Ltd.

ChaeSheng Lu 100%

AGI Holding Co., Ltd.

Guo-Ji Li 100%

2. If Major Shareholders of Corporate Shareholders are Legal Persons, the Top 10
Shareholders Who Hold the Highest shareholding Percentage for Such Legal Persons:
Not Applicable.

(1) Professional Knowledge and Independence for Directors and Supervisors:

April 17, 2020
More Than Five Years of Work Experience
and the Following Professional Qualificatio] Meet the Independence (Note)
A Lecturer or|A Judge, Work
Higher Public Experience in
Position in a |Procurator, Business,
Department |Attorney, CPA |Legal, g?&?guobf” ol
Conditions of Business, |or Other Finance, Issued Y
Legal, Professional |Accounting or Company in
Finance, and Technical |Other Whicﬁ th)(/e
Accounting o|Personnel Wh(Experiences Person is
the Other Has Passed thNeededbyth( 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 | 9 |10 11| 12 Concurrentl
Relevant National Company's Senving asar)(
Name Department Examlnatlon Business Independent
needed by th{with a Director
Company's |Certificate in &
Business Professional
Necessary for
the Business g
the Company.
Monster Holding Co,|
Ltd.
Representative: - B v v VIVIV |V IVIV None
ChaaeSheng Lu
AGI Holding Co.,
Ltd.
Representative: - B v v VIV IVIVIVIV None
Guo-Ji Li
Zhu-Qing Li - - \Y/ V VIiV|V|IV|V|VI|V]|V ]|V None
Zi-Yin Zhang - \ - VIVIV|IV|V|V|V|V|V|IV|IV|V None
Wei-Jun Chen - \ - VIVIV|IV|V|V|V|V|V|IV|IV|V None
Ben-Hua Zhang - - \Y viv| V|V |V|V|V]|V|IV|V |V |V None
Note: If any of the directors or supervisors meets the following conditions during the two year prior to being elected or
duringtheternon f o f f i ceVYo pil e atstee thilckn ki space of he

(1) Notan employee of the Company or its affiliates.
(2) Not a director or supervisor of the Company or any of its affiliates (except in cases where the
person is an independent director of the company, its parent company, any subsidiary, or subsidiary
of the same parent company as appointed in accordancéhwidmvis of Taiwan or with the laws of
the country of the parent company or subsidiary).

3)

Not a naturaberson shareholder who holds shares, together with those shares held by the person's

spouse, minor children or held under the name of other persarsaiggregate amount of 1% or
more of the Company's total issued shares or ranks as one of its top ten shareholders.

(4)

Not a managerial officer mentioned in paragraph (1), or a spouse, relative within the second degree

of kinship, or lineal relative within ththird degree of kinship mentioned in paragraphs (2) and (3).

(5)

Not a director, supervisor, or employee of an institutional shareholder that directly holds 5% or

more of the total number of issued shares of the Company, or ranks as its top five shareolders
has designated representative in accordance of Article 27 Section 1 or 2 in the Company as
director/supervisor (except in cases where the person is an independent director of the company, its
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(6)

(7)

(8)

(9)

parent company, any subsidiary, or subsidiary of the sampcompany as appointed in

accordance with the laws of Taiwan or with the laws of the country of the parent company or
subsidiary).

Not a director, supervisor, or employee of other company with the Board seats or more than half of
the voting shares ued control of one person (except in cases where the person is an independent
director of the company, its parent company, any subsidiary, or subsidiary of the same parent
company as appointed in accordance with the laws of Taiwan or with the laws ofithey af the

parent company or subsidiary).

Not a director, supervisor, or employee of other company whose chairman or general manager are
the same person or spouse of the Company (except in cases where the person is an independent
director of the companits parent company, any subsidiary, or subsidiary of the same parent
company as appointed in accordance with the laws of Taiwan or with the laws of the country of the
parent company or subsidiary).

Not a director, supervisor, managerial officer, or shaiddr holding 5% or more of the shares of a
specified company or institution that has a financial or business relationship with the company
(except if specified company or institution possessing shareholdings of more than 20% and less
than 50% of the totalumber of issued shares of the Company, and in cases where the person is an
independent director of the company, its parent company, any subsidiary, or subsidiary of the same
parent company as appointed in accordance with the laws of Taiwan or witiwvshef ldne country

of the parent company or subsidiary).

Not a professional individual, or an owner, partner, director, supervisor, or managerial officer of a
sole proprietorship, partnership, company, or institution that provides auditing servicether for

past two years, has provided commercial, legal, financial, accounting services or consultation
amounted to less than a cumulative NTD500,000 to the Company or to any affiliate of the company,
or a spouse thereof. However, this does not apply to memb&ompensation Committee,

Public Tender Offer Review Committee or Special Merger and Acquisition Committee carrying out
their duties in accordance with Securities and Exchange Act or Business Mergers and Acquisitions
Act.

(10) Not a spouse or a relative withthe secondlegree of kinship with any other director of the

Company.

(11) Not a person who has any one of the circumstances defined in Article 30 of the Company Act.
(12) Not a government, legal person or its representative that is elected as defined in Anictbe2

Company Act.
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(IV) Basic Information of Presidents, Vice Presidents and Chiefs of Departments

Unit: Share; %; April 17, 2020

Date Elected

Proportion of shareholding

Shareholding Held by
Spouses, Minor Children|

Shareholding in the
Name of Other Person

Spouses or Within
SecondDegree of
Kinship Served as

Title Nationality Name Sex (Assumed) Main Experiences (Educations) Hold the Position of Other Companies at Curren Manager
Number of | Shareholding] Number of| Shareholding| Number| Shareholding Tite | Name | Relationshi
Shares Percentage | Shares Percentage | of Share{ Percentage i
Director and President, Dragonstate International
Technology Co., Ltd.
Director and President, Kunshan Dragonstate
SanChung Commercial and Industrial Vocational High |Electronic Technology Co., Ltd.
School Director and President, Concraft Precision Electricg
. Republic of . Zhuyin Precision Industriimited. (Kunshan) Co., Ltd.
President China GuoJili | Male { 2009.09.01 941,064 069 543,874 040 : ) Heyue Industry Co., Ltd. President, Kunshan Haojun Precision Electronics ¢ ~ - -
Zhipin Mold Co., Ltd. Ltd.
Weijin Steel Mold Co., Ltd. Supervisor, Concraft Precision Electronics (Baoying
Co., Ltd.
Director, Concraft Precision Co., Ltd.
Director, Concraft Tehnology Co., Ltd.
Department of Mold and Die Engineering, National Assistant Vice Presidents of Project, Kunshan
Vice President of Republic of L . ) Kaohsiung Institute of Technology Dragonstate Electronic Technology Co., Ltd., as we| )
Project China JinXing Li | Male 2011.11.01 423,758 031 458,429 034 - h Engineer, Chi Cheng Enterprise Co., Ltd. as, director, Dragonstate International Technology { ~ -
Assistant Manager, Hon Hai Precision Industry Co., Ltd.|Ltd.
Bachelor of Industrial Management, National United
Director of ggé\{iec;rflth%anager of Quality Assurance, Acron Precision Director, Kunshan Dragonstate Electronic Technolo|
; Republic of L i R R h ’ Co., Ltd. and Director of Supplier Management }
Supplier China Ya-Hui Xie | Female| 2009.09.01 1,680,426 123 - - Industrial Co., Ltd. . ) Department, Kunshan Dragonstate Electronic B
Management Vice President, Concraft Precision Electror{aoying)
Technology Co.
Co., Ltd.
Director of Director of Manufacturing Department for Dragonst
" Republic of ) . B R Mituo Junior High School International Technology Co., Ltd and Kunshan
Mggggic;;?tg China Zhu-Qing Li | Male 2014.05.09 1,000,363 073 35,005 0.03 Zhuyin Precision Industry Co., Ltd. Dragonstate Electronic Technology Co., Ltd. - - -
Assistant Vice Doctor, Institute of Mechanical Engineering, National
Presidents of Republlc of Si-Qing Cai| Male 2012.12.17 253,778 0.19 R R - _ Tal_vvan Unlvo_ersny_ _ o Manager of Engmeerl_ng Department, Kunshan _ _ )
Enai N China Chief of Engineering Department, Hon Hai Precision Dragonstate Electronic Technology Co., Ltd.
ngineering
Industry Co., Ltd.
h . . Department of Engineering, Hsinpu Institute of Technolo ) .
Er&g;:zeg?g Regﬂ?r:'; of Yi-Hui Xiao | Male 2011.06.01 62,737 0.05 - - - - EngineeringManager, Chee Chen Hechnology Co., Ltd. '\Dﬂgn%%esrtge%gg?;:'izql_gcehplfglt:enéoKuCijhan - - -
g PM Manager, Kunming Electronics Co., Ltd. g gy £o., Ld.
. . Department of Mechanical Engineering, Ching Yun Instit
Assistant Vice . . .
h Republic of | JianKai R R of Technology R }
Prisld_ents of China Peng Male | 2017.07.20 18,576 0.01 - - Vice Section Manager, Shank Enterprise Co. Ltd. - -
roject - )
Project Manager, Foxconn Interconnect Technology Lim
Bachelor of Industrial Management, Oriental Institute of
Business Republic of Technology
Assistant put ZhenWei Jin| Male 2020.02.27 25,832 0.02 - - - - Assistant Manager of Marketing Department, Singatron - - - -
. China i
President Enterprise Co., Ltd.

Manager, Dragonstate Internatioffiachnology Co., Ltd.
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Date Elected

Proportion of shareholding

Shareholding Held by
Spouses, Minor Children|

Shareholding in the
Name of Other Person

Spouses or Within
SecondDegree of
Kinship Served as

Title Nationality Name Sex (Assumed) Main Experiences (Educations) Hold the Position of Other Companies at Curren| Manager
Number of | Shareholdingl Number of| Shareholdingl Number| Shareholding| Tite | Name | Relationshi
Shares Percentage Shares Percentage | of Share{ Percentage p
Assistant Vice . . Ph.D in Mechanical Engineering, National Cheng Kung
Presidents of Regzﬁ:'; of Ch‘\’(’;rﬁ's'e" Male | 2020.02.27 7200  0.01 ; ; - - University ; - - ;
Project 9 Assistant Manager, Hon Hai Precision Industry Ctd,
Masters in Mechanical and Computsided Engineering,
Feng Chia University
Assistant Vice Director of Hebi (Suzhou) Communications Technology
Presidents of | REPUBIC of | HsiangChih | o0 | 5020,02.27 - - - - - - Ltd. . . ; I -
Proi China Kao a Director of Foxconn (Shenzhen) International Holdings g
roject Ltd
Module Factory Manager of Jabil Green Point (Tianjin) g
Ltd.
Department oPublic Finance, Feng Chia University
I . . . Business Assistant Manager of Capital Market Departmg
Chlgflf:i::r:earnmal Regﬂibr:'; of Qliclﬁ:eng Male 2009.09.01 1,630 - 175,314 0.13} - - President Securities Corp. Spokesperson of the Group - - -
9 Assistant Manager of Finance Department, Pou Chen
Corporation
Department of Accounting, Soochow University
Accounting Republic of - . i B ) Deloitte Taiwan )
Manager China Wei-Lun Dai| Male 2018.02.09 1,125 - - Team Leader - - -
Assistant Manager, PWC Taiwan
Auditing Republic of Bi-Ni Master,Institute of Accounting, National Changhua
Managerial eg‘;. Ico 'C'h'”g Female| 2016.08.12 1,235 - - - - - University of Education - - .
Officer ina en Team Leader, PWC Taiwan
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lll. Remuneration of Directors, Independent Directors, Supervisors, Presidents and Vice Presidents for the Most Recent Year
(I) Remuneration Paid to Directors Unit: NT$ Thousand; Shares in Thousand; %, Data Period: 2019

Remuneration Paid to Directors Related Compensation for Serving as Employee Concurrently
Total of A, B, C, D, E,
Total of A, B, C and D FandGasa
. as a Percentage of N
. Severance Pay and Compensation to Allowances for Profit After Tax Salary, Bonus and Severance Pay and . Percentage of Profit :
Compensation (A) Pension (B) Directors (C) Performing DutiegD) Other Special Pension (F) Compensation to Employee (G) After-Tax Reinvestmel
(Note 1) 9 Allowances (E) tor .
. Compensatit
Title Name n from Party
Al Th All Companies in Other Than
All Compa e All All All All All The Company the Finanal All e
The Companie The nies in Co Compani The Compani The Compani The Compani The Compani Report The Compani Subsidiaries
sinthe the es in the Compan esin the Compan es in the Compan esin the Compan es in the P Compan es in the
Company Fi . Company . " m N . ) . N . y . N . § .
inancial Financi a Financial y Financial y Financial y Financial y Financial Cash Stock Cash Stock y Financial
Report al Ey Report Report Report Report Report Amou Amou Amou Amou Report
Report nt nt nt nt
Monster
Holding Co.,
Chairperson Ld.
p Representative:
ChaeSheng
Lu
2,
2,069 4,520 - - 35 2,357 168 168 1.17 1.80 2,690 8,535 - 211 - - - - 1.86 4.03 -
7
AGI Holding
Director Co., Ltd.
Representative:
GuoJi Li
Director Zhu-Qing Li
Independent| . ..
Director Zi-Yin Zhang
Independent . 2
" Wei-Jun Chen i
Director - - - - - 35 | 2357 448 448 0.72 0.72 - - - - - - - - 0.72 0.72 -
7
Independent| BenHua
Director Zhang
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Remuneration Range Table

Name of Director

Range for Remuneration Paid to Directors of the Comp

Total of the Preceding 4 Items (A+B+C+D)

Total of the Preceding 7 ltems (A+B+C+D+E+F+G)

The Company

All Companies in the Financig

Report

The Company

All Companies in the

Financial Report

Less than NT$1,000,000

Monster Holding Co.,
Ltd., AGI Holding Co.,
Ltd., ZhuQing Li, Zi-Yin
Zhang,Wei-Jun Chen,
BenHua Zhang

Monster Holding Co., Ltd., AG

Holding Co., Ltd., ZhtQing Li,

Zi-Yin Zhang, WeiJun Chen,
BenHua Zhang

Monster Holding Co., Ltd.,
AGI Holding Co., Ltd., ZiYin
Zhang, WeiJun Chen,
BenHua Zhang

Monster Holding Co., Ltd.,
AGI Holding Co., Ltd., ZiYin
Zhang, WeiJun Chen,
BenHua Zhang

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

Guo-Ji Li

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

ChaaSheng Lu

ChaoeSheng LuZhu-Qing Li

NT$3,500,000 (inclusivelp NT$5,000,000 (exclusive)

ChaceSheng Lu

ChaoeSheng Lu, Gudli Li,
Zhu-Qing Li

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

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

15,000,000 (inclusive) to NT$30,000,00clusive)

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

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

NT$100,000,000 or Above

Total

7 Persons

7 Persons

8 Persons

8 Persons

Note: The remuneration paid directors and compensation paid to employees for 2019 are approved by the Board of Directors.

(I Remuneration Paid to Supervisor: The Company has established the audit committee to replace the function of thie sopliszis not applicable.
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(1) Compensation Paid to President and Vice Presidents
Unit: NT$ Thousand; %; Shares in Thousand, Data Period: 2019

Severance Pay and | Bonus and Other Specia| Total of A, B, C and D
Salary (A) Pensi Compensation to Employee (D) (Note) | as a Percentage of Prof
ension (B) Allowances (C) .
After Tax (%) Compensation
ies i from Investees
) All All All The Company All Companies in the All '
Title Name Companies Companies Companies Financial Report The Companies| ~ Other Than
The : The ! The . in the Subsidiaries
c in the in the in the Company . -
ompany i sl Company Financial Company Financial Cash Stock Cash Stock Financial
Report Report Report Amount | Amount | Amount | Amount Report
President Guo-Ji Li
Vice President of | Jin-Xing
Project Li
Director of Supplier | Ya-Hui - 10,146 - 417| 4,592 5,808 - - - - 1.17 4.18 -
Management Xie
Director of .
Manufacturing ZthL_ang
i
Department
Note: The compensation paid to employees for 2019 is approved by the Board of Directors.
Remuneration Range Table
Range of Compensation PdaPresident and Vice Presidents of the Com Name of President and Vice Presidents
The Company All Companies in the Financial Report
Less than NT$1,000,000 Ya-Hui Xie )
NT$1,000,000 (inclusivelp NT$2,000,000 (exclusive) Guo-Ji Li, Jin-Xing Li, Zhu-Qing Li )
NT$2,000,000 (inclusive) to NT$3,500,000 (exclusive) - Ya-Hui Xie
NT$3,500,000 (inclusive) to NT$5,000,000 (exclusive) - Guo-Ji Li, JinXing Li, Zhu-Qing Li
5,000,000 (inclusive) tblT$10,000,000 (exclusive) - -
10,000,000 (inclusive) to NT$15,000,000 (exclusive) - -
15,000,000 (inclusive) to NT$30,000,000 (exclusive) -
30,000,000 (inclusive) to NT$50,000,000 (exclusive)
50,000,000 (inclusive) to NT$100,000,000 (exclusive) - -
NT$100,000,000 or Above - -
Total 4 Persons 4 Persons
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(IV) Employee Compensation Paid to Managers and the Appropriation StaéuBoard
of Directors approved the appropriation of 2019 employees' compensztion
NT$4,714,558 by cash. Before appropriation, details were reported to the
remuneration committee for a resolution passed and submitted to the board of
director for approval.

(V) Analysis of total remuneration paid to directors and supervisors and the
compesation paid to president and vice presidents by the Company and all entities
in the consolidated financial statement in the latest two years as a percentage of
profit aftertax, and Explanation of the policies, standards and composition of the
remuneratiorand compensation, the formulas for setting up the remuneration and
compensation, as well as its correlation with the business performance and future
risks:

1. Analysis of total remuneration paid to directors and supervisors and the
compensation paid faresidents and vice presidents by the Company in the latest
two years as a percentage of profit aftet:

Total 2019 Total 2018
remuneration/compensation as § remuneration/compensation as
Title percentage of profit afteax percentage of profit aftdax
The All Companies in the The All Companies in the
Company Financial Report Company Financial Report
Director 2.63 4.75 2.37 3.18
President
and Vice 1.17 4.18 1.09 1.35
Presidents

2. The policies, standards and composition of the remuneratios@angensation,
the formulas for setting up the remuneration and compensation, as well as its
correlation with the business performance and future risks:
(1) The director's remuneration will be determined based on its position in the
Company, its involvement ithe Company's operation and its contribution to
the Company.

(2) The compensation to the president, vice presidents and other managers will
be determined based their positions, their personal operational performance
and their contribution to the Company as Ivea will refer to the standards
in the same industry and the Company's scale.

(3) The Company is an overseas enterprise. The social welfare for Taiwanese or
other overseas managerial staffs has already reflected into their
compensation, so there is no othensideration.
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IV. Corporate Governance Implementation
() Operation of the Board of Director:

In the most recent year and as of the date of the annual report published, the Board
of Directors heldl2 meetings. The directors' attendance is as follows:
Date: May28, 2020

Number of| Number of | Attendance
Title Name Attendanceg Attendance| Rate In Remark
In Person| By Proxy |Person (%
. Monster Holding Co., Ltd.
Director Representative: Cha®heng Lu 12 0 100
. AGI Holding Co., Ltd.
Director Representative: Gudi Li 1 ! 92
Director |Zhu-Qing Li 10 2 83
Independent ; v;, 7hang 11 1 92
Director
Independent
. Wei-Jun Chen 11 1 92
Director
Independent 5\ 144 Zhang 11 1 92
Director

Other Events That Shall be stated:

I If the operation of the board of director has the following circumstances, the date and session of
of director, the contents of the motion, all opinions of the independent directors and actions take
Company regarding to the opinions oétindependent directors:

()  The matters as prescribed by the Securities and Exchange Act ariRlaré4s follows. All
independent directors have no objections and approved the matters as prescribed by the Sec
Exchange Act article 13.

1. Resolutions passed by the 10th meeting of the 4th Board of Directors on January 21, 201
(1) Resolution for the Company's secetiet subsidiary, Dragonstate International Technol
Co., Ltd., to purchase the real estate.
(2) Resolution to expand the Companyiternal control system.
2. Resolutions passed by the 11th meeting of the 4th Board of Directors on March 22, 2019:
(1) Resolution to amend the partial articles for the "Procedure for Acquisition or Dispo
Assets".
(2) Resolution to amend the partial articles for the "Procedure for Lending funds to Othe
(3) Resolution to amend the partial articles for the "Procedure of the endorsemen
guarantees".
(4) Resolution to amend the partial articles for the internal contraéisyand the rules fo
execution of internal audit.
(5) Resolution to lend funds to the subsidiary.
(6) Resolution to increase capital for the subsidiary, Dragonstate Technology Co., Ltd.
(7) Resolution to sign the certificate of appointment with PwC Taiwan to awlifirthncial
statements.
3. Resolutions passed by the 12th meeting of the 4th Board of Directors on April 13, 2019:
(1) Resolution to cancel and process fund lending to subsidiary.
(2) Proposal for the Company to increase capital for subsidiary, Dragomstairational
Technology Co., Ltd.
(3) Proposal for the Company's subsidiary, Kunshan Dragonstate Electronic Technolo
Ltd., to purchase a batch of the machineries and equipment.
4. Resolutions passed by the 15th meeting of the 4th Board of Directors ostAl&y 2019:
(1) Resolution for the Company to provide endorsements and guarantees for its subsidid
(2) Resolution for the Company's subsidiary, Dragonstate Technology Co., Ltd. to eng
derivatives trading with CTBC Bank with the transaction limit of USBillion.
(3) Resolution to cancel and process fund lending to subsidiary.
(4) Resolution to lend funds to the subsidiary.
(5) Resolution to establish the issuance of Employee Restricted Stock Awards allotment
5. Resolutions passed by the 17th meeting of the 4th Bifdbitectors on November 13, 2019:
(1) Resolution for the Company to purchase the liability insurance for its director
supervisors.
(2) Resolution for the Company to provide endorsements and guarantees for its subsidid
(3) Resolution for the Company to isstlee second unsecured convertible corporate bor]
the Republic of China.
6. Resolutions passed by the 18th meeting of the 4th Board of Directors on March 26, 2020:
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(1) Resolution for the Company's subsidiary, Kunshan Dragonstate Electronic Technolo
Ltd., to increase capital.
(2) Resolution to collaborate with CPA for internal adjustment. Changing of CPA since
Q1.
7. Resolutions passed by the 20th meeting of the 4th Board of Directors on May 4, 2020:
(1) Amendment of the disbursement method of the remuneratimependent directors.
8. Resolutions passed by the 21th meeting of the 4th Board of Directors on May 13, 2020:
(1) Resolution to provide endorsement and guarantee for subsidiary and rescind the
endorsement and guarantee for subsidiary.
(2) Resolution teamend the partial articles for the rules for execution of internal audit.
(3) Proposal to reclassify prepayments for purchases and accounts receivables that are
from affiliated companies of the Group to funds lending.
(4) The subsidiary of the Company pegps to make borrowings from Chang Hwa Bank.
(5) Resolution to register for public issuance and application for listing for pplated
common stock.
(6) Resolution to sign the certificate of appointment with PwC Taiwan to audit the fina
statements.

(I Exceptfor the aforesaid events, if an independent director objects or reserves opinion on reco
written statement for any of the resolutions of the Board of Directors: None.

For the recusal of a director from a proposal because of a conflict of intli@siame of director, th

contents of a proposal, the reasons of recusal and its participation in voting shall be stated:

() The appropriation of the yeand bonus for the employees has been approvéuehlOth and 19th
meetings of the 4th Board of Directors of the Company.-Bué andZhu-Qing Li who are the
representative and director respectively of corporate director, the AGI Holding Corekttésed
from this proposal to avoid a conflict of inéssts due to their positions as managers of the Comp

Objectives to strengthen the functionality of the board of director (e.g. establish the audit commit

enhance information transparency etc.) and its implementation in the current year eswbitit years:

()  The Company has established the "Rule for Board of Directors Meetings" according to "Regy
Governing Procedure for Board of Directors Meetings of Public Companies”,
and the information of the directors' attendance for the board of director has been entered
Market Observation Post System, as well as has disclosed the significant resolutions of the
director in the Company's website.

(I1) Operation Status of éhAudit Committee

In the most recent year and as of the date of the annual report published, the audit
committee held 9 meetings and the attendance of the independent directors is as

follows:
Date: May 28, 2019
Number of Number of Attendance
Title Name Attendance In | Attendance By| Rate In Persorl Remark
Person Proxy (%)
Independent Director | Zi-Yin Zhang 9 0 100
Independent Director | Wei-Jun Chen 8 1 89
Independent Director | Ben-Hua Zhang 9 0 100

Other Events That Shall be stated:

If the operation othe audit committee has following circumstances, the date and session of the b
director, the contents of the motion, the resolution of the audit committee and actions taken by the (
regarding to the opinions of the audit committee shall hedsta
(0] The events prescribed in the Article-34f the Securities and Exchange Act: Approved by the Ay
Committee and reported to the Board of Directors.
1. Resolutions passed by the 10th meeting of the 4th Board of Directors on January 21, 201
(1) Proposalfor the Company's secotigr subsidiary, Dragonstate International Technol
Co., Ltd., to purchase the real estate.
(2) Proposal to expand the Company's internal control system.
2. Resolutions passed by the 11th meeting of the 4th Board of Directors on Nagdi9:
(1) Resolution to amend the partial articles for the "Procedure for Acquisition or Dispo
Assets".
(2) Resolution to amend the partial articles for the "Procedure for Lending funds to Othe
(3) Resolution to amend the partial articles for the "Procedef the endorsements al
guarantees".
(4) Resolution to amend the partial articles for the internal control system.
(5) Resolution to lend funds to the subsidiary.
(6) Resolution to increase capital for the subsidiary, Dragonstate Technology Co., Ltd.
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(7) Resolution tosign the certificate of appointment with PwC Taiwan to audit the finar
statements.
(8) The business report and the consolidated financial statement of the Company for 20
prepared.
3. Resolutions passed by the 12th meeting of the 4th Board of Directdygril 13, 2019:
(1) Resolution to cancel and process fund lending to subsidiary.
(2) Proposal for the Company to increase capital for subsidiary, Dragonstate Intern|
Technology Co., Ltd.
(3) Proposal for the Company's subsidiary, Kunshan DragorStatéronic Technology Co
Ltd., to purchase a batch of the machineries and equipment.
4. Resolutions passed by the 13th meeting of the 4th Board of Directors on May 13, 2019:
(1) The consolidated financial statement of the Company for 2019 Q1 was prepared.
5. Resoltions passed by the 15th meeting of the 4th Board of Directors on August 12, 2019:
(1) The consolidated financial statement of the Company for the first half of 2019
prepared.
(2) Proposal to provide endorsements and guarantees for subsidiary, Dragordtatdoby
Co., Ltd.
(3) Resolution for the Company's subsidiary, Dragonstate Technology Co., Ltd. to eng
derivatives trading with CTBC Bank with the transaction limit of USD 1 million.
(4) Resolution to cancel and process fund lending to subsidiary.
(5) Resolution to lend funds to the subsidiary.
(6) Resolution to establish the issuance of Employee Restricted Stock Awards allotment
6. Resolutions passed by the 17th meeting of the 4th Board of Directors on November 13, 2
(1) The consolidated financial statemefithe Company for 2019 Q3 was prepared.
(2) Resolution for the Company to provide endorsements and guarantees for its subsidid
(3) Resolution for the Company to issue the second unsecured convertible corporate
the Republic of China.
7. Resolutions passda/ the 18th meeting of the 4th Board of Directors on March 26, 2020:
(1) The business report and the consolidated financial statement of the Company for 20
prepared.
(2) The Company's subsidiary, Kunshan Dragonstate Electronic Technology Co., L
increase capital.
(3) Resolution to collaborate with CPA for internal adjustment. Changing of CPA since
QL.
8. Resolutions passed by the 19th meeting of the 4th Board of Directors on May 13, 2020:
(1) The consolidated financial statement of the Company for 20206pd prepared.
(2) Resolution to provide endorsement and guarantee for subsidiary and rescind the
endorsement and guarantee for subsidiary.
(3) Resolution to amend the partial articles for the rules for execution of internal audit.
(4) Proposal to reclassifyrepayments for purchases and accounts receivables that are o
from affiliated companies of the Group to funds lending.
(5) The subsidiary of the Company prepares to make borrowings from Chang Hwa Bank
(6) Resolution to register for public issuance and apfitbn for listing for privateplaced
common stock.
(7) Resolution to sign the certificate of appointment with PwC Taiwan to audit the fina
statements.
(Iy  Except for the aforesaid events, any resolution that has not been passed by the Audit Commit
pased by twethirds or more of all directors: None.

For the recusal of an independent director from a proposal because of a conflict of interest, the

independent director, the contents of a proposal, the reasons of recusal and its participatiog ghall be

stated: No such circumstance.

Communications between the independent directors, internal auditing managerial officer and CPAs

communications on significant events of the Company's finance and operations, its methods antsi

etc.):

(I) The Company's internal auditing managerial officer has communicated the result of the audit rep
the members of the audit committee regularly and have reported the internal auditing event
quarterly meeting of the auditommittee. In case of any special circumstance, the Company's
internal auditor will report to the members of the audit committee immediately. There is no af
special circumstance in the most recent year and as of the date of the annualit#jsbetgh The audi
committee has communicated with the internal auditing managerial officer well.

(I1) The CPAs designated by the Company will report the auditing events or results of the financial st
for the year and other communication events sina required by the relevant laws in the annual meq
of the audit committee. In case of any special circumstance, the CPAs will also report to the me
the audit committee immediatelyn the most recent year and as of the date of the annuait
publishedthere is no aforesaid special circumstance. The audit committee has communicated
CPAs well.
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(Il Discrepancy between the Corporate Governance Implementation of the Company
and the "Corporate Governance Best Practice Principl@3N@&E/TPEX Listed
Companies"”, and the reasons of the discrepancy.

Status of Implementation

Assessment ltems

Discrepancy
with the
"Corporate
Governance
Best Practice
Principles for

Yes| No Brief Explanations TWSE/TPEx
Listed
Companies" an
the reasons of
the discrepanc
. goes the Company establish and The company has established the corporate T_her.e. IS ho
isclose the corporate governance : - . significant
best practice principles according t( gov?rnance best practice principles acgordmg discrepancy.
" \Y, the "Corporate Governance Best Practice
the "Corporate Governance Best Princi . .
Practice Principles for TWSE/TPEX rmmples fqr TWSE/TPEx Listed Corlnpanlesf
. o and has it disclosed on the Company's websit
Listed Companies"?
Il. Shareholding Structure and
Shareholders' Rights/Interests There is no
() Does the Company establisht| V () For the stock affairs, the Company has significant
internal procedures to handle established the relevant internal control | discrepancy.
suggestions, doubts, disputes system and has designated the professi
and litigation from the stockagency in Taiwan to handle the stg
shareholders, and execute affairs. In addition, the finance departmg
according to the procedures? spokesperson and deputy spokespersor
have coordinated to handle the
v shareholdersuggestions, douhtdisputes
(I) Does the Company possess tt and litigation. There is no
lists of the majoshareholders (1) The Company has possessed the lists 0 significant
who control the Company in major shareholders who control the discrepanc
reality and their ultimate Company in reality and their ultimate Y.
controllers? controllers. According to Article 25 of the
Securities and Exchange Act, the chang
of the insiders' shareholding (directors,
supervisors, managers and shareholder
who holds more tha10% of the total
shares) will be declared to the website g
the Market Observation Post System
() Does the Company establish g V designated by the Securities & Futures
implement the mechanisms of Institute on schedule. There is no
risk control and firewall with th () The Company has establishibe significant
affiliates? "Procedure of Trading with the Related discrepanc
Parties for the Entitiesféhe Group and th Y.
Specific Companies". The managerial
authority for assets and finance of each
(IV) Does the Company establish t| V affiliate will be independent respectively
internal standards to forbidsit and shall be executed according to such
insiders to use the unpublicize procedure. The mechanisms of risk cont
information of the market to and firewall shall be implementéddeed. There is no
trade its securities? (IV) The Company has established the significant

"Procedure for the Handling of Internal
Material Information”, "Procedure for
Prevention of Insider Trading" and "Cod
of Ethical Conduct" that shall be applica
to all directors, supervisors, managers a

employes of the Company. The Compa

discrepancy.
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Status of Implementation

Assessment ltems

Discrepancy
with the
"Corporate
Governance
Best Practice
Principles for

Yes| No Brief Explanations TWSE/TPEx
Listed
Companies" an
the reasons of
the discrepanc
will renew and promote the related
messages irregularly. .

Ill. Composition and Duties of the Boa
of Director
() Does the board of director dray V () Currently the Company has 6 directors,| There is no

up the policy of diversification including 3 independent directors and of  significant
for its composition of members female. These directors have diversified| discrepancy.
and implement accordingly? professional background in business

management, legal and accounting. There is no

(1) Except for the establishment o Vv (1) Except for the establishment of significant
the remuneration committee al remuneration committee and the audit disgcre anc
theaudit committee according committee, the Company has not yet pancy.
laws, does the Company established other functional committees
establish other various and will depend on the corporate
functional committees governance and real business demand f{
voluntarily? establish in the future.

() Has the Company established| y, (1) The Company hasstablishegherformancg There is no
performance evaluation evaluation guidelines and evaluation significant
guidelines and evaluation methodologywhich was approved by the discrepancy.
methodology for the Board of Board on February 4, 2018early
Directors, done the performan; evaluation will be conducted in accordar
evaluaion on a regular basis with the guidelines and methodology, an
each year, reported the the results of the evaluation shadhge as
evaluation result to the Board | one of the references for the considerati
Directors and used the result ¢ of i ndividual dire
reference for the consideration and remuneratian
of individual
remuneration and nomination | There is no
re-election? (IV) The board of director of the Company w|  significant

(IV) Does the Company assess the v/ assess the suitability of the CPAs to asg  discrepancy.
CPA's indpendence regularly?, its independence regularly.

IV. Does the TWSE/TPEX listed compe The Company has yet to dedicate an exclusiv] There is no
dedicate competent managers or (or concurrently) department or gennel to significant
sufficient number of managers to b oversee the corporate governance. Currently,| discrepancy.
in charge otorporate governance, matter is managed by personnel of the financ
and designate supervisors thereof department.
oversee the corporate governance
affairs (including but not limited to
providing information required for Vv
director/supervisor's operations,
assisting the Board and supervisor:
legal complianceconvening
board/shareholder meetings in
accordance with the law, applying
for/changing company registry, and
producing meeting minutes of the
Board/shareholder meetings)?

V. Does the Company establish the V 1. The Company has declared the various There is no
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Status of Implementation

Assessment ltems

Discrepancy
with the
"Corporate
Governance
Best Practice
Principles for

Yes| No Brief Explanations TWSE/TPEx
Listed
Companies" an
the reasons of
the discrepanc
communication channels with information of business, finance and significant
stakeholders (including but not important messages on the Market discrepancy.
limited toshareholders, employees, Observation Post System according the
customers and suppliers etc.), relevant laws. The shareholders and
establish a designated section for stakeholders can refer to such website to
stakeholders on its corporate webs| inquire the various informatiorf inance
and properly respond the issues of and operation of the Company.
important corporate social 2. The Company has established its websiteg
responsibilities cared by the both Chinese and English
stakeholders? (www.concraft.com.tyto disclose the
business information. On its website, the
Companyhas also established a designatg
section of investor relations and put up or
link to connect with the Market Observatig
Post System to facilitate the shareholders
and stakeholders to look up.
3. The Company always communicates with
investors in the regutaand irregular investq
conferences.

VI. Does the Company appoint the The Company has appointed one professiona There is no
professional stock agency to handl¢ Vv stock agency in Taiwan teandle the stock significant
the affairs of the shareholders’ affairs. discrepancy.
meeting?

VII. Information Disclosure

() Does the Company establi§ V ()  The Company has set up its website inlf There is no
its website to disclose the Chinese and English significant
financial activities and the Vv (www.concraft.com.twfor disclosure of discrepancy
information of the corporatg business information. Further, the finang
governance? information will be disclosed on Market

(I Does the Company adopt Observation Post System and the status
other methods tdisclose its the corporate governance will be disclos
information (e.g. setup in the annual report and the prospectus. )
English website, designate (1) The Company has appointedokespersof  There is no
the dedicated personnel to| , and acting spokesperson to take chargel  Significant
take charge of collecting ar public relations and disclosure of discrepancy
disclosing its corporate information, while the relevant departme
information, implement the will be in charge of collecting the
spokesperson system, plac Company's information.
the course of the investor (1) The information of the investor There is no
conferences on its corpora conferences that the Companyyniee held significant
website etc.)? _ by itself or may be invited to will be discrepancy

(1)  Does the Company publicly disclosed on the Company's website an
announce and file the annu will enter the relevant information into th
financial reports within two Market Observation Post System accorq
months after the accounting to the relevant regulations of the Securit )
yearend, and publicly and Exchange Act. Th_ere_ IS no
announce and file the first, (IV) The Companyubmits financial reports al significant

second and third quarterly

financial reports and month

monthly operating status report before tf

stipulated deadlines.

discrepancy
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Status of Implementation

Assessment ltems

Discrepancy
with the
"Corporate
Governance
Best Practice
Principles for

Yes| No Brief Explanations TWSE/TPEx
Listed
Companies" an
the reasons of
the discrepanc
operating statugeport beforg
the stipulated deadlines?

VIIl. Does the Company has other The Companyand its subsidiaries have There is no
important information that is helpf established the employee welfare relateq  significant
to understand the implementation systems according to the laws of their discrepancy.
the Corporate Governance respective countries to protect the
(including but not limited to rights/interests of the employees.
rights/interests of employees, The Company has assigned the
wellness of employees, investor administrative department to take chargg
relatiors, supplier relations, rights the enployees' rights/interests and inves
of stakeholders, training of directq V relations, and arranging the regular or
and supervisors, implementation ¢ irregular trainings for employees.
risk management policies and risk The Company has been continuing the
assessment standards, training according to the "Directions for t
implementation of customer polici Implementation of Continuing Education
and purchasing liability insurance for Directors and Sugrvisors of TWSE
for directors and supervisors etc.) Listed and TPEXx Listed Companies".

The Company purchases the liability
insurance for its directors annually.

IX. Regarding to the results of the The Company has completed 2019 There is no
corporate governance evaluation Information Disclosure Evaluation System]  significant
announced by the Corporate for TWSE/TPEX Listed Companies and a| discrepancy.
Governance Center of the Taiwan self-evaluation report on corporate
Stock Exchange in the most recent governance. Every year, the Company wi
year, please describe the improven, conduct seHevaluation an@dssess whether
status, and address the prior matte| there is any reason that will impede the
that shall be strengthened and theil implementation of corporate governance
measures for those unimproved from meeting the standards. According to
circumstances. (This is not applical self-evaluation, amongst the safaluated
to thosecompanies who are not items relating to the current operation and
evaluated.) implementation, the Company daast have

Vv material weakness.

Major Deficiencies: In case of any
insufficiency for every execution, it will be
strengthened to improve progressively.
Improvement Situation: The Company ha
established the "Corporate Governance B
Practice Principles", "lical Corporate
Management Best Practice Principles” an
"Corporate Social Responsibility Best
Practice Principles". Any insufficiency will
be improved progressively. Up to now, thg
is no any significant deficiency that shall 4

improved.
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(IV) If the Company has established the remuneration committee, its composition, duties
and exercise shall be disclosed:

1.

Information of the Members of the Remuneration Committee

Conditions

More Than Five Years of Work Experiences
and the Following Professional Qualifications

Meeting the requirement of independence (N9

A Instructor or
Higher
Position in a
Department off
Business,
Legal,
Finance,
Accounting or
Other

A Judge, Public
Procurator,
Attorney, CPA or
Other Professional
and Technical
Personnel Who H4
Passed the Nation
Examination with g
Certificate in a

Has Work
Experience in
the Field of
Business,
Legal,
Finance,
Accounting or
Otherwise
Necessary for

Number of Othe|
Publicly Issued
Company in
Which the Perso

Identity gcademic Professional the Business 11203lalslel7]slo 10 issg?/?cﬁﬁgzgtg Remark
epartment [Necessary for the |the Company Member of the
Necessary for|Business of the Remuneration
the Business (Company. Committee
the Company
in a Public or
Private
University,
College, Junio
Name College and
Institute
'”g‘?pe”de”t Zi-Yin Zhang - v - viviv]v]v]v|v]|v]|v]| v None
irector
In%?r%i?grem Wei-Jun Che - v - v|iviv|vi|v]|v]|v|v]|v]| v None
Independent| BenHua
Director Zhang - - \% VIV V|V ]|VI|V | V]V]|V \% None
Note 1:If any of the members meets the following conditions during the two year prior to being elected
or during the tervim oh ohki bé ankl s pmlidanio€ k t f e
below.

(1) Not an employee of the Company or its affiliates.

(2) Not a director or supervisor of the Company or any of its affiliates (except in cases
where the person is an independent director of the company, its parent company, any
subsidiary, or sudidiary of the same parent company as appointed in accordance with
the laws of Taiwan or with the laws of the country of the parent company or
subsidiary).

3) Not a naturaperson shareholder who holds shares, together with those shares held by
the person'spouse, minor children or held under the name of other persons, in an
aggregate amount of 1% or more of the Company's total issued shares or ranks as one
of its top ten shareholders.

(4) Not a managerial officer mentioned in paragraph (1), or a spouse, reléte the
second degree of kinship, or lineal relative within the third degree of kinship
mentioned in paragraphs (2) and (3).

(5) Not a director, supervisor, or employee of an institutional shareholder that directly
holds 5% or more of the total number sfued shares of the Company, or ranks as its
top five shareholders, or has designated representative in accordance of Article 27
Section 1 or 2 in the Company as director/supervisor (except in cases where the
person is an independent director of the comipias parent company, any subsidiary,
or subsidiary of the same parent company as appointed in accordance with the laws of
Taiwan or with the laws of the country of the parent company or subsidiary).

(6) Not a director, supervisor, or employee of other camgpaith the Board seats or

more than half of the voting shares under control of one person (except in cases where
the person is an independent director of the company, its parent company, any
subsidiary, or subsidiary of the same parent company as agpwirdecordance with
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(7)

(8)

(9)

(10)

the laws of Taiwan or with the laws of the country of the parent company or
subsidiary).

Not a director, supervisor, or employee of other company whose chairman or general
manager are the same person or spouse of the Company (excapesnwhere the
person is an independent director of the company, its parent company, any subsidiary,
or subsidiary of the same parent company as appointed in accordance with the laws of
Taiwan or with the laws of the country of the parent company oidiahyg.

Not a director, supervisor, managerial officer, or shareholder holding 5% or more of
the shares of a specified company or institution that has a financial or business
relationship with the company (except if specified company or institution [Bsges
shareholdings of more than 20% and less than 50% of the total number of issued
shares of the Company, and in cases where the person is an independent director of
the company, its parent company, any subsidiary, or subsidiary of the same parent
companyas appointed in accordance with the laws of Taiwan or with the laws of the
country of the parent company or subsidiary).

Not a professional individual, or an owner, partner, director, supervisor, or managerial
officer of a sole proprietorshimpartnership, company, or institution that provides
auditing services or for the past two years, has provided commercial, legal, financial,
accounting services or consultation amounted to less than a cumulative NTD500,000
to the Company or to any affiliatef the company, or a spouse thereof. However,
this does not apply to members of Compensation Committee, Public Tender Offer
Review Committee or Special Merger and Acquisition Committee carrying out their
duties in accordance with Securities and Exchange ok Business Mergers and
Acquisitions Act.

Not a person who has any one of the circumstances defined in Article 30 of the
Company Act.

2. The Duty of the Remuneration Committee: Strengthening the corporate
governance, reinforcing the function of the boafdlirector and assisting the
board of director in executing and evaluating the overall policies of
remuneration and welfare policies, the remuneration paid to directors and
compensation paid to managers
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3. Execution of the Remuneration Committee

(1) The Compay's remuneration committee has 3 members.

(2) Term of Office: from June 23, 2017 to June 22, 2020. In the most recent
year and as of the date of the annual report published, the remuneration
committee has held 7 meetings. The qualification and attendané&e of t
members are as follows:

Date: May28, 2020
Number of Number of Attendance Ratdl
Title Name Attendance In | Attendance By | o Remark
Person Proxy n Person (%)
Member |Zi-Yin Zhang 7 0 100
Member |Wei-Jun Chen 6 1 86
Member |BenHua Zhang 7 0 100

OtherEvents That Shall be stated:

l. In case the board of director does not adopt or amend the suggestions of the remu
committee, the date and session of the board of director, the contents of motion, the reso
the board of director and the actioteken by the Company regarding to the opinions of
remuneration committee shall be stated: No such circumstance.

Il. For the resolutions of the remuneration committee, if any member has objection or qt
opinion and has the records or the writtenestegnt, the date and session of the meeting o
remuneration committee, the contents of the motion, the opinions of all members and the|
taken regarding to the opinions of the members shall be stated: No such circumstance.

lll.  The handling of Remunerai on Commi tt eeds proposal an |
and the Companyds response towards the o

1. Resolutions passed by the 7th meeting of the 3rd Remuneration Committee on Jani
2019:
(1) Approval for thedisbursement of the Group employee bonus for 2018.
(2) Resolution to expand the Company's internal control system.
2. Resolutions passed by the 8th meeting of the 3rd Remuneration Committee on Mg
2019:
(1) Approval for the disbursement of directors'
compensation for the year of 2018.
3. Resolutions passed by the 9th meeting of the 3rd Remuneration Committee on Aug
2019:
(1) Approval for the details and conferring criteria for the second Employee Rest
Stock Awards in 2018.
(2) Resoltion to determine the issuance date of the second Employee Restricted
Awards in 2018 to increase capital.
4. Resolutions passed by the 10th meeting of the 3rd Remuneration Committee on No
13, 2019:
(1) Resolution for the Company to purchase the liability insurance for its director|
supervisors.
5. Resolutions passed by the 11th meeting of the 3rd Remuneration Committee on Mg
2020:
(1) Approval for the disbursement policy of the Group employee bfmmz019.
(2) Approval for the disbursement of directors' remuneration and emplqg
compensation for the year of 2019.
6. Resolutions passed by the 12th meeting of the 3rd Remuneration Committee on 4
2020:
(1) Approval for the disbursement of the Groemployee bonus for 2019.
7. Resolutions passed by the 13th meeting of the 3rd Remuneration Committee on
2020:
(1) Resolution to amend the disbursement method of the remuneration of indep
directors

remuneratiand employees
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(V) Discrepancy betwesdhlfilling social responsibility and the "Corporate Governance Best Practice Principles for TWSE/TPEXx Listed Companies",

and the reasons of the discrepancy.

Status of Implementation

Discrepancy with the

Assessment ltems

Yes

No

Brief Explanations

Corporate Social
Responsibility Best
Practice Principles fo
TWSE/GTSM Listed
Companies and the
reasons of the
discrepancy

Has the Company performed risk assessm
pertaining to the environment, community &
corporate governance issues related to theg
operationof the Company in accordance wi
materiality principle?

The environmental safety unit of the Company normally perf
the environmental evaluation and risk assessment, and at th
time is in charge of establishing the environmental protectior
policy and preparing the relevant environmental protection
documentation; it also collaborates with clients in environme
and social issues, and performs the relevant risk manageme
assessment in accordance with the Corporate Governance
regulations.

There is no significant
discrepancy.

Does the Company designate an exclusive
(concurrent) department to promote its
corporate social responsibilities with seniof
management authorized by the Board of
Directors to manage them? Do they submit
status reportto the Board of Directors?

() The Companyhas established and implemented proceq
governing CSR in accordance with "Corporate Goverr
Best Practice Principles for TWSE/TPEX Listed Compar
While managing a business, the Company actively se
fulfill its CSR.

Although the Company has yet designated an excl
(concurrent) department to promote corporate 9
responsibilities, relevant departments are taking char
matters under their respective purview.

(I

There is no significant
discrepancy.

Environmental Issues
()  Does the Company establish the suitd
environmental management system
based on its distinctive industrial
characteristics?

Is the Company committed to achievi
efficient use of resources, and using
renewable materials that produess
impact on the environment?

(I

(11 Has the Company made an assessmg

When the Company began to plan the new plants in 2009, th
important thing for all plans was to comply with local laws, in
which partly related to environmental protection such asdow
glass, heat pump systeheat recycling system and green

building materials etc. Besides, the Company has passed thg
accreditation for ISO14001 Environmental Management Sys
and has been awarded a certificate. The Company has been
actively managing its products and processestesyatically to

There isno significant
discrepancy.

ensure to meet the international standards.
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Status of Implementation

Assessment ltems

Discrepancy with the|
Corporate Social
Responsibility Best
Practice Principles fo

Yes | No Brief Explanations TWSE/GTSM Listed
Companies and the
reasons of the
discrepancy
on the potential risks and opportunitie Additionally, the Company has insisted the following principlg
posed by climate changes to the pres on its production process regarding to its social responsibiliti
and future of the Company, and environmental protection:
undgrtaken countermeasures pertaini () Understanding the carbo_n footpriof the mater[al of itThere is no significant
to climate changes? products to meet the requirement of ISO system in the fldiscrepancy.
(IV) Has the Company rasured its V |(l) Innovating the process technology to save materials i
greenhouse gas emission, water use process of production such as Inddulding technology.
total weight of waste for the past two (1) Purchasing the energaving equipments to replace ) o
years, and established policies pertai decrease the use of the eneopnsumed equipments of There is no significant
to energy conservation, reduction in same model. discrepancy.
carbon and greenhouse gas emission (IV) Designing the simplified products in view of functi
reduction in water use, or manageme without overusing the raw materials. ) o
of waste dispsal? (V) Intensifying to recycle the scraps and waste materials There is no significant
process of production. discrepancy.
IV. Social Issues
(I) Does the Company establishbe \Y, M I'n pursuant of TfALabor St gThereis no significant
related management policies and and regulations, the Compargstablishes various interfdiscrepancy.
procedures according to the relevant procedur es and ACorporat
regulations and the International Bill g Principlesd to protect b
Human Rights? customers and stakeholders, as well as social welfare.
(P The Company _co nf_gr ms to There is no significa
v relevar rules and regulations, providing compensatlonsdiscrepaIncy
(I Has the Company established and various benefits to employees, as well as incentive '
implemented reasonable employee motivate employees. Further, regular performance app
benefit measures (including salary, le is conducted and bonuses are disbursed so that all emy
and othebenefits), reasonably tying can share the result of gbprofit.
operating results to employee salary? , (111) Creating a friendly work place is one of the main dutigThere is no significant

()

Does the Company provide a safe an
healthy working environment for

employees, and arrange the regular

the Company.
1. The office building is protected by professional sec

firm, allowing employees to work in a safe environm

discrepancy.
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Status of Implementation

Assessment ltems

Discrepancy with the|
Corporate Social
Responsibility Best
Practice Principles fo

Yes | No Brief Explanations TWSE/GTSM Listed
Companies and the
reasons of the
discrepancy
trainings of safety and health for The workplace is equipped with the complete
employees? fighting equipments and has cooperated with govern
for the periodical examinations of safety and fire figh
that have been all passed.
2. The office building includes a gymnasium that all
employees to work out, cultivating good exercising |
and enhancing the healthcare mindset amor

(IV) Has the Company implemented an v employees.
effective training program that helps (IV) The Company organizes staff training to develop emp|There is no significant
employees developing skills over the skills from time to time. discrepancy.
course of their career?

(V) Pertaining to the health and safety of Vv (V) In addition to visiting individual customers, the Comp/There is no significant
customer when wusi also provides contact details and email according to prddiscrepancy.
products and services, consumer priv on companywebsite. The Company has also create
marketing and labeling, does the Stakeholders Section, providing an avenue for stakeh
Company coply with the relevant to voice queries, complaint or suggestions so as to p|
regulations and international standardg customer rights.
and establish relevant policies on (VI) The contracts between the Company and its suppliers.l.here is no sianifi

: ) : o gnificant
consumer protection and complaint stipulated that the @pliers' products shall conform discrepancy
procedure? international, domestic and local environmental prote '

(V1) Has the Company established policy Vv laws, and rules and regulations governing occupat
supplier management, demanding safety and health, and labor rights. If any incomplian
suppliers to observe code of conduct detected, the supplier is obligated pay damaggse
pertirent to environmental protection, suppliers shall provide the certification to prove that
labor safety and health or labor rights contents of products meeting the requirements of
and monitoring their implementation? Company and the law, and shall accept inspection frol

Company. The Company shall conduct inspection o
suppliers, requiring therto subject their suppliers to C
inspections and requirements.
Does the Company refer to universal stang V |The company has disclosed the financial information |There is no significant

30



Status of Implementation Discrepancy with the|
Corporate Social
Responsibility Best
Practice Principles fo
Yes | No Brief Explanations TWSE/GTSM Listed
Companies and the
reasons of the
discrepancy

Assessment ltems

or guideline for report preparation when publicized the significant messages on the Market Obser\discrepancy.
preparing for CSR Report and other Post System. Its annual report and prospects havalaiclose

nortfinancial disclosure reports? Does the the systems and measures adopted by the Company to img

Company obtain the confirmation or its corporate social responsibilities and its fulfillment status.

affirmation opinion from third party for the
aforementioned reports?

VI. If the Company has established integrity management principles in accovddmt@orporate Management Best Practice Principles for TWSE/T
Listed Companies," please describe the current practices and any deviations from the Best Practice Principles
In addition to the corporate social responsibilities report that has not yepieggared by the Company, the Company has complied with such
Principles to implement without significant discrepancy.

VII. Other important information that is helpful to understand its fulfillment of the corporate social responsibilities: ThayQamdeastad the impacts g

the corporate social responsibilities on the public and will continue its effort in managing the business and providesawifiiaystable working
environment so as to optimize the welfare of its stakeholders.

(VI) Discrepancy between th@plementation of ethical management and the "Ethical Corporate Management Best Practice Principles for TWSE/GTSM
Listed Companies" and the reasons of the discrepancy.

The Company has requested all colleagues to fulfill the ethical management in accaidaribe local laws when executing their duties.
According to work rules, employment contract or other internal management rules that are sighed between the Compamplyedts all
colleagues have been requested to value the business secret®mirzi@and other parties, and have the obligations to protect the Company's
property without being lost, damaged, improper used, read and stolen, as well as shall comply with and manage allleslarahtsystems
relating to the property of the Company

31



Status of Implementation

Assessment ltems

Discrepancy with the
"Ethical Corporate
Management Best

Practice Principles fo

Yes | No Brief Explanations TWSE/GTSM Listed
Companies" and the
reasons of the
discrepancy
Establishing the Policies aftograms of
Ethical Management : v ) The Company has adopt ed fi|Thereis no significant
(0 ng;utgeaﬁgrgﬁ?gg;;?Ssliﬁgtcgrrgorat Be st Pr a ct ice Pri nc i pl e s o|discrepancy.
. of Directors and disclosed on the website of the Market
3225?:]’22,[2}&zgep%ﬁg;daﬁz[;:ggé%frgr Observation Post System. Further, the Company has
well as the commitment of the Board & ZZ : 2 2 Im:e rS] P g d a 2 :j n ttr‘;ogfllgie:jnuatgy%/ h i E
Management team in the implemerda to time. In order to fulfill the ethical management, the
of thg pollcy_ thereof, in the bY)laWS ang Company has set up the effective accounting system ang
publicly available documents internal control system. The internal auditor will audit the
() Has the Company established an risk| V irrgglljtlegrl@nation for the preceding paragraph's systems
iizisc?earr]wtawggga;nrlzrg\];g{utgzzzihlCal () Th_e C_ompany has specific_ally set up its opt_erating Proce|There is no significant
activities that contain a higher risk of gwdelmes of cond_uct, pl{'nlshment for V|olat|(_)n and discrepancy.
unethical conduct in the operatingast apgeglmdg Is_yste]m mctheOI P;'(I)cedures for Ethical Manage|
on a regular basis, and established and Luidelines for Londuct:.
measures for the prevention of unethi
conduct, which at least covering the
business activities prescribed in . . . . . o
paragraph 2, article 7 of the Ethical (1) Toe ensure the |mple_mentat|on of integrity management T_here is no significant
Corporate Management Best Practice Company has established accounting and internal contrddiscrepancy.
Principles for TWSE/TPEXx Liste _system_s, in which internal aqdltors will _conduct audit
Companies? inspections on a regular basis to examine the status of
() Does the company establish relevant| V company policy compliance.

policies which are duly enforced to
prevent unethical conduct, provide an
implement operating procedures,
behavioral guidelines, penalty for
violation and appeal system in such
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Status of Implementation

Assessment ltems

Discrepancy with the
"Ethical Corporate
Management Best

Practice Principles fo

Yes | No Brief Explanations TWSE/GTSM Listed
Companies" and the
reasons of the
discrepancy
policies, as well as evaluag) and
amending the aforementioned policied
a regular basis?
II. Fulfilling Ethical Management
() Does the Cpmpan_y assess the ethical vV () The Company always pagstention to its trading status with{There is no significant
re_cords for its tr_admg partners, and customers and suppliers. In case of any signifiant abnornjdiscrepancy.
st|p_ulate the artl(_:leﬁ_or ethpal conduct it will adopt the corresponding actions immediately or sto
on its contract with its trading partnerg \/ trading
(1)  Does the Company task a unit with th '
promotion of ethical standards th_at (I The Company has set up an internal auditor room that re{ Thereis no significant
repo_rts dlre.ctly to the Board of Directg its auditing statuso the board of director periodically. discrepancy.
making periodical updates (at least or
a year) to the Board on ethical
management policy, as well as the
supervision of measures for preventio ) o
of unethical conduct? (Il) The Company has established the "Code of Ethical CondThere is no significant
() Does the company establish the polic{ v/ that stipulates the policies to prevent the conflicts of inter{discrepancy.
prevent the conflicts of interests, prov and provide the appropriate channels of statement, as wé
the appropriate channels of statement implement it indeedBesides, the Company's employees h
and execute it indeed? signed the "Commitment of Ethics, Honesty and
Confidentiality" when they assumed office in order to pre
the employees from befitting themselves at the expense
(IV) To implement rievant policies on ethic| v Company's rights/interests.

conducts, has the Company establish
effective accounting and internal cont
systems, in which the internal auditors
made audit plans according to the res
of the risk assessment of unethical

conduct, so as to inspect thenpliance

of the preventive measures, or

(IV) To ensure thémplementation the integrity management, t

Company has established effective accounting and interr
control systems. The internal auditors and the appointed
have audited the implementation status of the foregoing
systems on a regular basis.

There is no significant
discrepancy.
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Status of Implementation

Discrepancy with the

Assessment ltems

"Ethical Corporate
Management Best
Practice Principles fo

Yes | No Brief Explanations TWSE/GTSM Listed
Companies" and the
reasons of the
discrepancy
commissioned external CPA to condu
the audit? v (V) The Company's legal department has arranged for tr{There is no significant
(V) Does the Company arrange the intern sessions related to the professional ethics on a regularifjdiscrepancy.
and external trainings relating to ethic order to promote awareness of ethical corporate manag
management regularly? best practice and concepts.
lll. Implementation of the Company's Reporting
System : The Company has set up an employee suggestion mailbox t¢There is no significal
() Doesthe Comp_any establish the speq vV receive the employees' opinions exclusively. Such mailbox w|discrepancy.
system o’rep_ortlng and_ rewards, and § provide its employees a channel to provide their suggestions
up a convenient reporting chgnnel, as to manage the communication broadly and further strengther
weII. as designate an appropriate relationship between labor and management. In addition, the
dedicated ’Person to whom the accuse Company has also set up the meeting between labor and
can reach? . management so that the employees can appeal their opinion
() Has th_e Company establlsh_ed standal v the meeting to obtain the fair and reasonable treatment. If t
ppera’qng_procedures for misconduct employees put forwartthe appealing matters orally or in writing
Investigation, fOIIOWUp. mea;qrsaafter the chief of each department shall conduct the investigation
Investigation and c_onfldentlallty immediately or submit a report, and its results or handling stg
protection mechanism®? shall notify such appealing employee. The whole process sha
(i) Does the Company adopt the measur| v base on the principlef confidentiality and protecting the
to protect the reporters not to be | appealing employees. When an employee' opinion has been
improper treatment because of report] adopted and has effectiveness, the Company shall reward sy
employee according to its rules.
IV. Strengthening InformatioDisclosure
()  Does the Company disclose its \%

guidelines on business ethics as well
information about implementation of
such guidelines on its website and
Market Observation Post System?

The company has disclosed the financial information and
publicized the significant messages on the Market Observatig
Post System, and the "Ethical Corporate Management Best
Practice Principles" and the "Procedures for Ethical Manager
and Guidelines fo€onduct" have beetlisclosed in the Market

There is no significant
discrepancy.

Observation Post Systems well as well as its annual report an
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Status of Implementation Discrepancy with the
"Ethical Corporate
Management Best

Practice Principles fo

Yes | No Brief Explanations TWSE/GTSM Listed

Companies" and the

reasons of the
discrepancy

Assessment ltems

prospects have also disclosedfitillment of ethical
management and actions taken

V. If the Company hasstablished integrity management principles in accordance with "Corporate Management Best Practice Principles for TWS
Listed Companies," please describe its current practices and any deviations from the Best Practice Principles: None.
VI. Other importahinformation that is helpful to understand the implementation of the Company's ethical managementc{ecgntb@ncesf the

amendment to the Company's ethical corporate management best practice principles)

()  The Company's "Rules of Procedure for Board of Director" stipulates the recusal system for directors' conflicts oflfrdatiestdor has a stal,
in himself/herself or its represented legal person for the proposals listed by the board of diretiay eeslilt in being harmful to the benefit o
the Company, such director may state its opinion and answer, but shall not involve in discussing and voting. And fardivecteushall recus
from the discussion and voting of such proposal and shiatepoesent other director to execute their voting rights.

(I The Company has established the "Insider Trading Prevention Policy" to stipulate that the directors, managers and baiptmtatisdose it
known internal significant information to othensdeshall not query or collect the Company's unpublicized internal significant information t
irrelevant to its personal duties from the persons who know the Company's internal significant information. The Compaligizathinternal
significant iformation that is known other than performing the duties shall not also be disclosed to others as well.

(VII) Methods to query the Company's governance best practice principles: The Company has disclosed various relevant ating pdesagdorate
governance best practice on its website (www.concraft.com.tw) and the Market Observation Post System. The relevan icdoriratio
searched from the Company's website and the section of "Establishing Corporate Governance Relevant Rules" on thedvetiaeth Gbst
System.

(VIII) Other important information that is sufficient to enhance the understanding for the implementation of the corporate goMermanc
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(IX) Implementation of Internal Control:
1. Statement of internal control sgsh

CONCRAFT HOLDING CO., LTD
Statement of Internal Control System

Date: March 26, 2020

The Company has stated its internal control system for the year of 2019 as follows according to
self-evaluation:

VI.

VII.

The Company acknowledges that the establishnmaptementation and maintenance of internal
control system are the responsibilities of the Board of Directors and Managers of the Company. As
such, the Company has established the aforementioned system. Its objectives are to provide
reasonable assurance &ffectiveness and efficiency of its operations (including profitability,
performance and guarantee of assets safety etc.), reporting that is reliable, timely and transparent
and conformity to applicable rules, regulations and laws.

The internal control stem has its inherent limitations. Regardless of how exhaustive the design is,
an effective internal control system can only provide reasonable assurance for the achievement of
the aforementioned three objectives. Further, due to changes in the environpienimstances,

the effectiveness of the internal control system may vary accordingly. Nevertheless, the Company's
internal control system has set up a-sefbervision mechanism. Once a deficiency has been
identified, the Company will take the remediations immediately.

In accordance with the determining criteria for the effectiveness of the internal control system
prescribed in the "Regulations Governing the Establishment of Internal Control Systems by Public
Companies" (hereafter "the Regulationsie Company evaluated the effectiveness of the design
and execution for its internal control system. The determining criteria of the internal control system
prescribed in the "Regulations" are based on the process of management control, dividing the
internal control system into five composite factors: 1. control of environment, 2. risk evaluation, 3.
control of operations, 4. information and communication, and 5. supervision. The composition of
each element also includes several items. Please refer'®®abhelations" for the aforesaid items

The Company has adopted the aforementioned determining criteria of the internal control system to
evaluate the effectiveness of design and execution for its own internal control system.

Based on the evaluation resoitthe preceding paragraph, the Company believes that its internal
control system (including the supervision and management of its subsidiaries) as of December 31,
2019, including understanding the achievement for the objectives of effectiveness amadogfiici

its operations, reliability, timeliness and transparency of its reporting and compliance with the
applicable regulations and laws, was effective in design and execution, and can be reasonably
assured of the achievement of the aforementioned olgscti

This statement will serve as the main content of the Company's annual report and prospectus, and
will be publicly announced. If the aforesaid public content has any illegal events including falseness
or concealment etc., it shall to be liable to #gal liabilities stipulated in Article 20, 32, 171 and

174 of the Securities and Exchange Act.

This statement has been passed by the Company's Board of Directors on Mag2024th the
attendance of 6 Directors, in which O diredtetd objection and all remaining directors had

approved the content of this statement. This statement is hereby attached.

CONCRAFT HOLDING CO., LTD
Chairman:; Cha&@heng Lu

President: Gudi Li

36



2. Internal Control Project's Audit Report
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(X) Inthe mostecent year and as of the date of the annual report published, the Company and
its internal persons were punished according to laws, the Company punished its internal
persons in violation of the regulations of its internal control system, its major defese
and improvement status: None.

(XI) Inthe most recent year and as of the date of the annual report published, the important
resolutions from the shareholders' meeting and the board of director:

Items Date Important Resolutions Items
Board of January 21, | 1. Resolution for the Company's secetiet subsidiary, Dragonstate Internation
Director 2019 Technology Co., Ltd., to purchase the real estate.
1. Business report and the consolidated financial statement for 2018 were
approved.

2. Resolution to appropriate directors' remuneration and employees'
compensation for the year of 2018.

3. Resolution to the proposal of 2018 earnings appropriation.

4. Resolutions to pass the statement of internal control system for the year
2018.

5. Resdution to amend the patrtial articles for the "Procedure for Acquisition
Disposal of Assets".

Board of March 22, 6. Resolutions to amend the partial articles for the "Rule for Board of Direc|
Director 2019 Meetings".
7. Resolution to amend the partial articles for the "Procedure for Lgriditds
to Others".

8. Resolution to amend the partial articles for the "Procedure of the
endorsements and guarantees".

9. Resolution to amend the partial articles for the "Article of Incorporation".

10. Resolution to amend the partial articles for the intecnatrol system.

11. Resolution to lend funds to the subsidiary.

12. Resolution to increase capital for the subsidiary, Dragonstate Technolog
Co., Ltd.

1. Resolution to adjust the Company's 2018 earnings appropriation.

2. Resolution teextend the credit period for the syndicated loan project and
other related affairs.

3. Resolution to conduct the financing proposal with Chailease Internationd

April 13, 2019 Financial Services Co., Ltd.

4. Resolution to cancel and conduct the subsidiary's lending funds.

5. Resdution to purchase the machinery and equipment.

6. Resolution to increase the capital for the subsidiary, Dragonstate Interng
Technology Co., Ltd.

Board of
Director

Board of 1. The Board approved the motion of the financing of Kunshan Dragonstat

Director May 13,2019 Electronic Technology Co., Ltd
1. Resolution to amend the partial articles for the "Article of Incorporation”.
2. Resolution to amend the partial articles for the "Procedure for Acquisitio
Disposal ofAssets".
Annual 3. Resolution to amend the partial articles for the "Procedure for Lending fi
Meeting of to Others".
theg Junel?, 2019 4. Resolution to amend the partial articles of the "Procedure of the
Shareholders endorsements and guarantees".
5. Resolution to transfer the capital surplus to increagétal with issuance of
new shares.
6. Resolution to issue new restricted employee shares.
1. Resolution to provide the endorsements and guarantees for the subsidig
Board of August 12, | 2. Resolution to lend funds to the subsidiary.
Director 2019 3. Resolutionto issue Employee Restricted Stock Awards allotment to
employees.
Board of August 23, | 1. Resolution to amend the disbursement date of cash dividend.
Director 2019

Resolution to pass the internal audit plan of the Gfou@020.

Resolution to provide the endorsements and guarantees for the subsidig
Resolution for the Company to issue the second unsecured convertible
corporate bond in Republic of China.

Board of November 13,
Director 2019

wnh ke

1. Resolutions to approve theisiness report and consolidated financial
statement for 2019.

2. Resolutions to pass the statement of internal control system.

Board of March 26, 3. Resolution for the Company's subsidiary, Kunshan Dragonstate Electror

Director 2020 Technology Co., Ltd., to increase capital.

4. Resolution to amnd the partial articles for the "Article of Incorporation".

5. Approval to collaborate with CPA for internal adjustment. Changing of C
since 2020 Q1.
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Iltems Date Important Resolutions Items
6. Resolution of appropriation of directors' remuneration and employees'
compensation for the year of 2019.
1. Election of a new Board of Directors (including three Independent Direct
Board of . of the Company. - . .
: April 7, 2020 | 2. Resolution of the distribution of cash dividend from earnings in 2019.
Director . X : e A .
3. Resolution of transferring of earning to capital increadssioe new stocks i
2019.
Board of 1. Resolution to amend the disbursement method of the remuneration of
; May 4, 2020 . .
Director independent directors.
1. The consolidated financial statement of the Company for 2020 Q1 was
approved
2. Resolution to provide endorsement and guarantee for subsidiary and re
the original endorsement and guarantee for subsidiary.
3. Resolution to amend the partial articles for the rules for execution of intg
audit.
Board of Mav 13. 2020 4. Proposal to reclassify prepaymefts purchases and accounts receivables
Director y Lo that are overdue from affiliated companies of the Group to funds lending
5. The subsidiary of the Company prepares to make borrowings from Cha
Hwa Bank.
6. Resolution to register for public issuance and applicatioristingd for
privateplaced common stock.
7. Resolution to sign the certificate of appointment with PwC Taiwan to aug
the financial statements.

(XII) In the Most Recent Year and as of the Date of Annual Report Published, a Director or
Supervisor Has Different Opions With Record or Written Statement on the Important

Resolutions Passed By the Board of Director, Its Major Contents: None.

(XII) In the Most Recent Year and as of the Date of Annual Report Published, Resignation or
Relief of Duty of the Company's Chairpers&nesident, Accounting Managerial Manager,
Financial Managerial Manager, Internal Auditing Managerial and Research/Development
Managerial Manager: None.

Information of CPA Audit Fee:

() Range Table of CPA Audit Fee

Name of Accounting Firm Name of CPA PeriodAudited Remark
PWC Taiwan Xian-Zheng JinMu Xiao January 2019~Decembe i
Chen 2019
Unit: NT$ thousand
Audit Fee Items Audit Fee Non-Audit Fee Total
Range of Fee
1 Less Than NT$2,000,000 None None None
2 NT$2,000,000 (inclusive) to NT$3,999,999 None V V
3 NT$4,000,000 (inclusive) to NT$5,999,999 None None None
4 NT$6,000,000 (inclusive) to NT$7,999,999 None None None
5 NT$8,000,000 (inclusive) to NT$9,999,999 None None None
6 NT$10,000,000 (inclusive) or Above V None V

(1) If non-audit fee which ispaid to CPAs, such CPAs' accounting firm and its affiliates
exceeds onforth of the audit fee, the amount of the audit fee and theandit fee and
the contents of neaudit services shall be disclosed

Unit: NT$ thousand

Non-Audit Fee - .
Name of . Auditing Period
. Name of | Audit
Accounting CPAS Fee Design BUS H Conducted by the Remark
Firm of USINESs ) Human |4 o dsubtota CPAs
RegistratiofResource
Systen
Xlag-hzgneng January
PWC Taiwar—_ 11,13q 735 4 - 1,929| 2,668 | 2019~December| Note
JinrMu
- 2019
Xiao
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Note: Noraudit feeothers refers to the fees derived from the examination of internal control
system, execution of the agreeplon procedure, tax consultation, restricted stock services

andcorporate bond audit

(Il The accounting firm is replaced atite audit fee in the year of replacement is less than

previous year:

No applicable.

(IV) If the audit fee is less than previous year by 15% or more, the decreased amount,
percentage and reasons shall be disclosed: No application.

V1.

Replacement of CPAs: Due the internal adjustment of PWC Taiwan, the CPAs who are in

charge of the Company's financial reports have been changed fror@bxé@ag Chen and Jillu
Xiao to XianZheng Chen andChang Liang since first quarter of 2020.

VII. Any of the Company's ChairpersoRresidents, Managers of Finance or Accounting Held a
Position in the CPA's Firm or Its Affiliates in the Most Recent Year: None.

VIIIl. Changes in the Shareholding Transferred or Pledged by Directors, Supervisors, Managers and
the Shareholders who holds more ti®886 of the Shareholding in the Most Recent Year and as
of the Date of this Annual Report Published:

()  Changes of the shareholding transferred by the directors, supervisors, managers and the
shareholders:
Unit: Shares
Year 2019 As of April 17 ofthe year
Increase Increase Increase Increase
Title Name (Decrease) o] (Decrease) of | (Decrease) off (Decrease) of
Number of Number of Number of Number of
Shares Held| Shares Pledge{ Shares Held| Shares Pledge:
Chairperson and Shareholder [Monster Holding Co., Ltd.
With More Than 10% of (Representative: Cha®heng Lu) 1,204,421 - (10,000) -
Shareholding
Director and Shareholder With [AG! Holding Co., Ltd. 865,315
More Than 10% of Shareholdin|(Representative: Gudi Li) '
Director of the Company and
Director of Manufacturing Zhu-Qing Li 5,695 700,000 (54,724) (310,000)
Department
Independent Director Zi-Yin Zhang - - - -
Independent Director Wei-Jun Chen - - - -
Independent Director BenHua Zhang - - - -
President Guo-Ji Li 22,186 (580,000) (27,362) -
Vice President Jin-Xing Li (297,076) - (16,980) -
Director of Supplier Manageme| Ya-Hui Xie 49,412 - - -
Assistant Vice Presidents of o ) 30,623 - (9,000)
) . Si-Qing Cai R
Engineering
Assistant Vice Presidents of . . 18,576 - -
. JianKai Peng -
Project
Business Assistant President |ZhenWei Jin(Note 1) (Note 1) (Note 1) (Note 1) (Note 1)
Assistant Vice Presidents of ) (Note 1) (Note 1) (Note 1) (Note 1)
) ChunHsien YangNote 1)
Project
Assistant Vice Presidents of . ) (Notel) (Note 1) (Note 1) (Note 1)
) HsiangChih Kao(Note 1)
Project
Engineering Manager Yi-Hui Xiao 4,987 - - -
Chief Financial Officer Qiao-Sheng Huang (60,928) - - -
Accounting Manager Wei-Lun Dai 7,125 - (6,000) -
Auditing Managerial Officer Bi-Ning Chen 1,235 - - -

Note 1: Newlyjoined on February 27, 2020.
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(1)  Counterparty of the shareholding transfer is the related party:
Unit: NT$; Shares
Relationship Between Transaction
Reasons for Counterparty| Counterparty, the Comparjrectors, | Number of| Price
Name Shareholding Date Traded P ) y i par, pary) o
Transfer of Transactior| Supervisors and Shareholders with ov| Shares | Traded
10% of Shareholding
Zhu-Qing Li Grant February 22, 201 3-Zhu Wu Lineal Relative 20,370 108
Zhu-Qing Li Grant April 10, 2020 3-Zhu Wu Lineal Relative 27,362 80.4
Zhu-Qing Li Grant February 22, 201 3-Xuan Li Lineal Relative 21,153 104
Zhu-Qing Li Grant April 10, 2020 2-Xuan Li Lineal Relative 13,681 80.4
Zhu-Qing Li Grant April 10, 2020 3-Yu Li Lineal Relative 13,681 80.4
GuoJi Li Grant February 27,201 3-Qi Li Lineal Relative 21,153 104
GuoJi Li Grant April 15, 2020 | 3-ZhengLi Lineal Relative 13,681 80.4
GuoJi Li Grant April 16, 2020 3-Qili Lineal Relative 13,681 80.4
Jin-Xing Li Grant February 27, 201  3-Jie Lu Lineal Relative 300,000 [ 128.5
Jin-Xing Li Grant February 27, 201 3-Zhen Li Lineal Relative 5,600 128.5
Jin-Xing Li Grant February 7, 202 3-Zhen Li Lineal Relative 5,660 1295
Jin-Xing Li Grant February 27, 201 3-Qing Li Lineal Relative 5,600 128.5
Jin-Xing Li Grant February 7, 202 3-Qing Li Lineal Relative 5,660 1295
Jin-Xing Li Grant February 27, 201 3-Yuan Li Lineal Relative 5,600 128.5
Jin-Xing Li Grant February 7, 2020 z-Yuan Li Lineal Relative 5,660 1295
(1)  Counterparty of the Shareholding Pledged is the Related Party: None.
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IX. Top 1l0Shareholders Who Hold the Highest Shareholding Percentage are the Related Parties, or
Spouses or Within Secofidegree of Kinship to Each Other:

Unit: Share; %; April 17, 2020

If top 10 shareholderg
are the related party,
. o spouses, within
o Shareholding Held by | Totalshareholding in the|
Shareholding in Own Name| . . seconddegree of
Spouses, Minor Childrer] Name of Other Persons
kinship to each other,
Name ) Remark
theirs names and
relationship:
. Number . Number .
Number of | Shareholding Shareholding Shareholding . .
of of Name | Relationship
Shares Percentage Percentage Percentage
Shares Shares
Monster Holding Co., Ltd.
Representative: Cha®heng 26325;72; 13(15(7) . . _ _ _ _ _
Lu ’ ’ 875,486 0.64
AGI Holding Co., Ltd. 19,335,409 14.13 - -
RepresentativeGuo-Ji Li 941,064 0.69 543,878 0.40
Merry Electronics Co., Ltd.
Representative: Ll Liao 12,091,112 8.84 - N N N N N N
Fubon Life Insurance Co., Ltd
Representative: Richard Tsai 3,692,504 270 - N N N N N N
New labor pension fund 3,269,949 2.39 - R - R - - R
Xin-Ping Liu 2,086,722 1.53 - R - R - - R
Ya-Hui Xie 1,680,426 1.23 - R - R - - R
Hui-Ting Lin 1,280,632 0.94 - R - R - - R
JPMorgan Chase Bank
Hosting Vanguard STAR
Developed Markets Index 1,053,979 077
Fund
Old labor pension fund 1,036,747 0.76
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X. Number of Shares of the Same Investee Held by the Company, the Company's Directors,
Supervisors, Managers or Enterprises Controlled Directly or Indirectly by the Company, and Its
Combined Shareholding Percentage:

Unit: Share; %PDecember 31, 2019

Directors, Supervisors,
Managers or Enterprise
The Company's Investmen ] Total Investment
Controlled Directly or
Investee Indirectly
Number of [Shareholdin{Number o] Shareholdingl Number of |Shareholdin
Shares Percentage Shares | Percentage Shares Percentagq
DRAGONSTATE TECHNOLOGY CO.,
LTD. 104,410,00 100 - - 104,410,00 100
Concraft Technology Co., Ltd. 150,00( 100 - - 150,00( 100
Concraft Precision Co., Ltd. 109,472,11{ 100 - - 109,472,11 100
Kunshan Dragonstate Electrofiechnology
Note] - - - Note] -
Co., Ltd.
Concraft Precision Electrical (Kunshan) Co|
Note] - - - Note] -
Ltd.
Concraft Precision Electronics (Baoying) C
Note] - - - Note] -
Ltd.
Kunshan Haojun Precision Electronics Co. |
Note - - - Note -
Ltd.
Dragonstate International Technology Co.,
Ltd 30,000,00( 100 - - 30,000,00 100
OBO Pro.2 Inc. 2,420,00( 14.97 - - 2,420000 14.97
OBO PRO.2 INC 1,000,00¢ 100 - - 1,000,00 100
OP (VIRGIN) INTERNATIONAL GROUP
690,00( 100 - - 690,00( 100
CORPORATION
OBO Pro.2 Inc. 4,600,000 99.99 - - 4,600,00 99.99
OBO Pro.2 (Dongguan) Inc. Note] - - - Note) -

Note: Such company is a limited company with no shares.
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Four. Capital Raising Status
I.  Source of Capital

() Type of Share
Unit: Share; May28, 2020

Capital Approved
Share Type Shares Outstanding Shares Urissued Total Remark
Registered Commoi 124698908 Listed Stock
Share 12,091,112 13,200,980 150,000,000(Note) PrivatePlaced
Common Stock

Note: The Company has passed the amendment to the Article of Incorporation in the special
shareholders' meeting dated on February 10, 2017. After amendment, the approved capital is
150,000,000 shares.

(I Forming Course of Capital
Unit: Share; NT$

Approved Capital PaidIn Capital Remark
Year / Month|'33U89  Number of Number of s f Sh%respet‘i
ear on . umber o umper o ource o y Property d
Price Shares Amount Shares Amount Capital Other Thar Others
Cash
Septze(;'(‘)ger 01 10 | 50,000,000 500,000,000 2 20 |Cash - Note 1
October 00,1 17.63|  50,000,00(  500,000,00( 24,999,998 249,999,98(Cash - |Note 2
October3L,| 15 | 50,000,000 500,000,000 1,800,000 18,000,000>nar€holding iy o
2009 Change
Transfer of
December 30 Capital
D010 10 | 50,000,00¢ 500,000,000 8,040,000, 80,400,000 Surplus to - Note 4
Increase
Capital
Feb;g‘irlym' 60 50,000,000  500,000,00( 1,475,000 14,750,000Cash - Note 5
Transfer of
Capital
April 28,2011 10 | 50,000,000  500,000,00( 7,263,000  72,630,000Surplus to - Note 6
Increase
Capital
Transfer of
October 8 Capital
012 | 10 | 100,000,000 1,000,000,00{ 4,357,800 43,578,000Surplus to - Note 7
Increase
Capital
September 1§ Capital
2013 25 | 100,000,00( 1,000,000,00( 2,000,000/  20,000,000ncreased by - Note §
Cash
Transfer of
December 6 Capital
013 10 | 100,000,00{ 1,000,000,00( 2,496,790 24,967,900 Surplus to - Note 9
Increase
Capital
Transfer of
Capital
A”ggitfo' 10 | 100,000,00( 1,000,000,00{ 5,243,250 52,432,590Surplus to ; Nloée
Increase
Capital
Capital
November 6, ;7 51 100000,00{ 1,000,000,00{ 10,000,000 100,000,00qIncreased by Note
2014 11
Cash
Transfer of Note
September 301, | 100,000,00{ 1,000,000,00( 3,383793| 33,837,030E2"Ng to - 12
2015 Increase
Capital
Transferof Note
September 3( Capital 13
ol 10 | 100,000,00{ 1,000,000,00( 3,383,793 33,837,930Surplus to -
Increase
Capital
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Year / Month

Approved Capital

PaidIn Capital

Remark

Issueq
Price

Number of
Shares

Amount

Number of
Shares

Amount

Source of
Capital

Shares Pai
by Property
Other Thar

Cash

Otherg

March 18,
2016

35

100,000,00(

1,000,000,00(

5,000,000

50,000,000

Capital
Increased by
Cash

Note
14

Novemberll
2016

58.8

100,000,00(

1,000,000,00(

10,235,000

102,350,000

Capital
Increased by
Cash

Note
15

April 05, 2017

72

150,000,00(

1,500,000,00(

10,000,000

100,000,000

PrivatePlaceq
Common
Stock

Note
16

June 30, 201

27.3

150,000,00(

1,500,000,00(

2,190,000

21,900,000

Employee
Stock Option
Certificates

Note
17

July 20, 2017

27.3

150,000,00(

1,500,000,00(

200,000

2,000,000

Employee
Stock Option
Certificates

Note
17

September 21
2017

10

150,000,00(

1,500,000,00(

5,103,422

51,034,220

Transfer of
Capital
Surplus to
Increase
Capital

Note
18

August 24,
2018

10

150,000,00(

1,500,000,00(

10,717,186

107,171,860

Transfer of
Capital
Surplus to
Increase
Capital

Note
19

December
2018

10

150,000,00(

1,500,000,00(

530,000

5,300,000

Employee
Restricted
Stock Awards|

Note
20

May 2019

10

150,000,00(

1,500,000,00(

3,000

30,000

Cancellation
of New
Restricted
Employee
Shares

July 2019

10

150,000,00(

1,500,000,00(

7,923,883

79,238,830

Conversion o
Convertible
Corporate
Bond

August 2019

10

150,000,00(

1,500,000,00(

70,000

700,000

Employee
Restricted
Stock Awards

August 2019

10

150,000,00(

1,500,000,00(

5,889,403

58,894,030

Transfer of
Capital
Surplus to
Increase
Capital

Note
21

August 2019

10

150,000,00(

1,500,000,00(

619,415

6,194,150

Conversion o
Convertible
Corporate
Bond

August 2019

10

150,000,00(

1,500,000,00(

2,000

20,000

Cancellation
of New
Restricted
Employee
Shares

September
2019

10

150,000,00(

1,500,000,00(

2,455,382

24,553,820

Conversion o
Convertible
Corporate
Bond

October 2019

10

150,000,00(

1,500,000,00(

609,606

6,096,060

Conversion o
Convertible
Corporate
Bond
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Approved Capital PaidIn Capital Remark

Year / Month|'SSY®9  Number of Number of s (| by Promer
ear on .
Price| gharas | Amount | Tgnige | Amount | SCiial | Other TranOthers
Cash
Conversion o
November | 10 | 150,00000( 1,50000000{ 611,398  6,113,980(20M e
orporate
Bond
Cancellation
November of NeW
2019 10 | 150,000,00( 1,500,000,00( 6,000 60,000|Restricted
Employee
Shares
Conversion o
December | 14 | 150,000,00( 1,500,000,00( 97,139 971,390/ SONvertible
2019 Corporate
Bond
Conversion o
January 202 10 | 150,000,000 1,500,000,00( 100,711 1,007,110 go’“’e”‘b'e
orporate
Bond
Conversion o
Convertible
February 202( 10 | 150,000,00¢ 1,500,000,00( 14,258 142,580 Corporate
Bond
Conversion o
March 2020| 10 | 150,000,00( 1,500,000,00( 1,782 17,820|GOnvertile
Corporate
Bond
Cancellation
of New
April 2020 | 10 | 150,000,00¢ 1,500,000,00( 2,000 20,000|Restricted
Employee
Shares
Cancellation
of New
May 2020 | 10 | 150,000,00( 1,500,000,00( 9,000 90,000 |Restricted -
Employee
Shares

Note 1: Initial capital.

Note 2: Capital increased by cash.

Note 3: Personal shareholders, CHabeng Lu and Gudi Li, of the Dragonstate Technoloy Co.,
Ltd., proceeded the stock exchanges with the Concraft Holding Co., Ltd. According to the
expert's opinion on the stock exchange ratio issued by CPA, one share of thesEziay
Technology Co., Ltd. could exchange 2.374390 shares of the Concraft Holding Co., Ltd.
(Actual stock exchange ratio was 2.354859 shares). So, the Concraft Holding Co., Ltd.
issued 1,800,000 shares to proceed the stock exchange with personal dbexehol
ChaeSheng Lu and Gudi Li, of the Dragonstate Technoloy Co., Ltd. After stock exchange,
the Dragonstate Technoloy Co., Ltd has become the 100% of subsidiary reinvested by the
Concraft Holding Co., Ltd.

Note 4: For 2009 stock dividend from capitalrplus, each share was distributed NT$3 of stock.

Note 5: Capital increased by cash.

Note 6: For 2010 stock dividend from capital surplus, each share was distributed NT$2 of stock.

Note 7: For 2011 stock dividend from capital surplus, each share was distributed NT$1 of stock.
Listed in the emerging market on October 8, 2012 with approval number of 10100227602.

Note 8: 2013 capital increased by cash.

Note 9: For 2012 stock dividend from caal surplus, each share was distributed NT$0.5 of stock.

Note 10: For 2013 stock dividend from capital surplus, each share was distributed NT$1 of stock.

Note 11: 2014 capital increased by cash.

Note 12: For 2014 stock dividend from retained earnings, ehelnie was distributed NT$0.5 of stock.

Note 13: For 2014 stock dividend from capital surplus, each share was distributed NT$0.5 of stock.

Note 14: 2015 capital increased by cash.

Note 15: 2016 capital increased by cash. Listed in TWSE market on Noverhp2016 with

approval number of 1050021356.
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Note 16: 2017 privateplaced common stock.
Note 17: Exercised the employee stock option certificates with issuance of new shares.
Note 18: For 2017 stock dividend from capital surplus, each share was distrT&a15 of stock.
Note 19: For 2018 stock dividend from capital surplus, each share was distributed NT$1.0 of stock.
Note 20: Issuance of new Employee Restricted Stock Awards in 2018. Declaration No. 1070332358

took effect on August 27, 2018.

Note 21: For 2019 stock dividend from capital surplus, each share was distributed NT$0.46849521 of

stock.

Il.  Shareholders Structure

Unit: Person; Share; April 17, 2020

Shareholder Foreian
Structur¢ Government | Financial | Chinese|Other Corporat . _orelg
- - Individual |Institution and Treasury Shar Total
Institution Institution | Investor [ Shareholders )
Foreigner
Volume
q
Number of ) 5 ) 58 16,964 89 1 17,11¢
Persons
Hold ahnumber o} | 506072 i 17.35034( 61469 51 52,271,441 638,000 136,799,02
shares
Shareholding i o i o o 38.219 0.47% 100.00%
Percentage 3.70% 12.69 44.93
Ill. Shareholding Dispersion Status
Unit: Person; Share; April 17, 2020
. Number of Number of Shareq Shareholding Percentag
Shareholding Scale Shareholders Held (%)
1 to 999 3,377 463,216 0.34%
1,000 t05,000 11,641 21,524,098 15.73%
5,001 to 10,000 1,232 9,025,996 6.60%
10,001 to 15,000 334 4,169,329 3.05%
15,001 to 20,000 176 3,202,366 2.34%
20,001 to 30,000 149 3,703,440 2.71%
30,001 to 40,000 70 2,435,739 1.78%
40,001 to 50,000 33 1,493,777 1.09%
50,001 to 100,000 46 3,238,752 2.37%
100,001 to 200,000 25 3,490,416 2.55%
200,001 to 400,000 14 4,262,000 3.12%
400,001 to 600,000 8 4,040,442 2.95%
600,001 to 800,000 2 1,377,821 1.01%
800,001 to 1,000,000 1 941,064 0.69%
1,000,001 Above 11 73,430,564 53.67%
Total 17,119 136,799,020 100.00%
IV. Major Shareholders List
Unit: Share; %; April 17, 2020
Share! .
Name of Major Shareholders Hold a number of sharey Shareholding Percentag
Monster Holding Co., Ltd. 26,902,721 19.67
AGI Holding Co., Ltd. 19,335,409 14.13
Merry Electronics Co., Ltd. 12,091,112 8.84
Fubon Life Insurance Co., Ltd. 3,692,504 2.70
New labor pension fund 3,269,949 2.39
Xin-Ping Liu 2,086,722 1.53
Ya-Hui Xie 1,680,426 1.23
Hui-Ting Lin 1,280,632 0.94
JPMorgan Chase Bank Hosting Vanguard STAR Devel 1,053,979 0.77
Markets Index Fund
Old labor pension fund 1,036,747, 0.76
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V. Each Share's Market Price, Net Worth, Earnings, Dividends and Relevant Information in the
Latest Two Years:
Unit: NT$; Thousand Shares

o Year  year2018 2019 As of March 31, 2020
Highest 364.00 204.00 178.00
Market Price Pe|Lowest 97.50 90.40 78.20
Share
Average 244.06 150.63 133.24
Net Worth Per |Before Appropriation 33.62 38.78 37.69
Share After Appropriation(Note 1) 28.15 38.28 37.19 (Note 3)
Weighted Average Number of 123818 128,006 136.124
i Shares
Earnings Per Before
Share , ) 7.89 3.28 (0.64)
(Note 2) Earnings Per  |Adjustment
Share After
. 7. . .64
Adjustment 85 3.09 (0.64)
Cash Dividend 5.5 0.50 Undistributed
Stock  |Stock Dividend From ) - Undistributed
Dividend|Retained Earnings
Dividend Per |From [Stock Dividend From 1.5 (Note 3) Undistributed
Share PaidIn |Capital Surplus 0.5
Capitals
Accumulated Undistributed i i
Dividend
Price Earnings Ratio (Note 4) 29.62 45.92
Return On . — -
Price Dividend Ratio (Note 5) 44.37 301.26
Investment | = oh Dividend Yield
Analysis .259 .339
y (Note 6) 2.25% 0.33%
Note 1:Net Worth Per Share = (Net WortiCash Dividend)/ Number of Common Shares for the the
Year.

Note 2:Refers to the number of retroactively adjusted weighted average number of shares and
earnings per share.

Note 3:2019 earning appropriation has yet been resolved by the shareholder's meeting.

Note 4:Price Earnings Ratio = Average Closing Price Per Slarthé Year /Earnings Per Share

Note 5:Price Dividend Ratio = Average Closing Price Per Share for the Year /Dividend Per Share

Note 6:Cash Dividend Yield = Cash Dividend Per Share / Average Closing Price Per Share for the
Year

VI. The Company's Dividend Poli and Its Implementation:

() Dividend Policy Established in the Article of Incorporation

The Company's dividend appropriation policy shall base on the regulations stipulated in
the Article of Incorporation that is approved by the shareholders' meetinghatdefer to
the Company's capital structure, financial structure, operation condition, earnings and its
industry's nature and cycle, and may be paid by the way of either stock dividend or cash
dividend. The appropriation of dividend is stipulated alovad:

(1) Without conflict with the regulations from the Company Act, any share with additional
rights or restrictions at the time or the Article of Incorporation, the Company may, with
ordinary resolution, announce the dividends or other appropriation feh#nes issued.
Such dividend or other appropriation shall be paid with the Company's usable funds
authorized legally.

(2) Without conflict with the regulations stipulated in Article 129 of the Article of
Incorporation, before suggesting any dividend's apmbpn, the board of director
may retain an appropriate amount as reserved fund from the appropriable funds legally.
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3)

(4)

(5)

Such reserved fund shall, at the discretion of the board of director, be used to prevent
emergency, balance dividend or other purposessielt reserved fund can be used
appropriately. And before execution, the aforesaid uses shall, at the absolute discretion
of the board of director, apply for the business of the Company or the investment that
the board of director will consider approprigtat any time.

Any dividend may be paid by check which will be mailed to the registered address or
the appointed address of the shareholders or the authorized receivers or the joint
holders' representative. Each check's payee shall be such check'srreceiise
appointed person.

Except for any share with additional rights or restrictions at the time, all dividends shall
be appropriated based on the shareholding of the shareholders.

The Company currently is at the stage of the growth. In view of the deafasapital
expenditure, business expansion and strengthening the financial plan to seek the
sustainable development, the Company's dividend policy shall consider its future funds'
expenditure budget and fund demand, and may be paid by cash dividendsami{o
dividend to its shareholders.

Unless otherwise provided by the laws of TWSE/TPEX, the Company's annual
profit beforetax shall, if any, appropriate (1) the highest of ten percent (10%) and the
lowest of one percent (1%) for employees' compensdinmtuding the employees of
the Company and/or its affiliates)(hereinafter refers to "employees' compensation™; and
(2) the highest of three percent (3%) for directors' remuneration (hereinafter refers to
"directors' remuneration). No matter what the e$aiid content is, if the Company still
has the accumulated deficits from the previously years in the year, the Company shall
appropriate the amount of offset before allocating the employees' compensation and the
directors' remuneration. According to theyuations of the British Cayman laws and
TWEX/TPEX laws and regardless of the regulations of the Article 139, the board of
director shall make a resolution with the attendance ofthivds or more of directors
and the approval of more than half of presi#irdgctors for the employees' compensation
and directors' remuneration which may be paid by the way of cash and/or stock. The
aforesaid resolution of the board of director regarding to the appropriation of the
employees' compensation and directors' rematiogr shall report to the shareholders at
the shareholders' meeting after the resolution of the board of director is passed.

Unless otherwise provided by the laws of TWSE/TPEX, if the Company's annual
final accounts has profits, the board of director dbadle on the following methods and
sequence to propose the earnings appropriation and submit to the shareholders' meeting
for resolution:

(a) appropriate the payable tax according to laws;

(b) offset previously years' accumulated deficits (if any);

(c) appropriate ten percent (10%) of legal capital reserve stipulated by the laws of
TWSE/TPEX; however if the amount of legal capital reserve has reached the
Company's paidh capital, this shall not be applicable;

(d) appropriate special capital reserve stippdaby the laws of TWSE/TPEX or
requested by the competent authority; and

(e) the aforesaid amount from (a) to (d) shall be deducted from the earnings in the
year; the remaining earning will be added by the previous period's accumulated
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unappropriated earnin@gs appropriable earnings; the board of director shall
propose the dividend appropriation from the appropriable earning and submit to
the general shareholders' meeting for resolution and approval stipulated by the
laws of TWSE/TPEX, then executing afterwafthe appropriation of the dividend

may be distributed by the way of cash dividend and/or stock dividend. Without
conflict with the laws of the British Cayman Islands, the amount of dividend shall
be at least fifty percent (50%) of the remaining earnihgsthe aforesaid (a) to (d)

are deducted from the earnings in the year, and the percentage of cash dividend
shall not be less than ten percent (10%) of total shareholders' dividend and shall be
limited to hundred percent (100%).

(6) If a share is registered/lseveral persons held jointly, the valid receipts for dividend or
other payables relating to such share shall be issued to anyone among -the! jieirs.
Any dividend shall not be added up interest.

(7) Unless otherwise provided by the laws of the TWSE/TBEihe Company Act, the
Company may, with special resolution, transfer any balance listed in the Company's
provision account or other capital reserves (including capital premium, capital
redemption provision, earnings, profit and loss account, capitalusudpgal capital
reserve and special capital reserve) to increase capital, whether or not it is appropriable.

(8) The company shall distribute the amount that is resolved to be transferred to increase
capital to all shareholders based on the percentageeothhreholding, and shall
represent its shareholders to make up such amount into unissued shares, bonds or the
related share amount of such composition for the company distributed, and such
company's shares or bonds or its composition shall be distritnudidshareholders (or
its designated person) based on the aforesaid percentage.

(9) The Company shall conduct the arrangement that it deems appropriate to resolve the
difficulties derived from distributing reserves to increase capital. Particularly, but not
limited to, when the distribution of the shares or corporate bonds is odd, the board of
director has an authority to dispose such odd shares or corporate bonds in a way which
it deems proper, and shall proceed all necessary actions to perform the matters
stipulated in the Article of Incorporation.

(I Report to Shareholders' Meeting and Proposal to Discuss the Status of Dividend Distribution

(1) According to Article 125 A of the Memorandum and Articles of Association, the Board
is authorized to make decision tosblirse the payable stock dividend and bonus in
whole or in part in cash and reports to the Shareholders' Meeting. On April 7, 2020, the
Board of Directors of the Company passed the proposal to disburse cash dividend from
2019 earnings of NT$0.5 per shaxaling NT$68,080,510.

(2) On April 7, 2020, the Board of Directors of the Company passed the proposal to
transfer the capital surplus from 2019 earnings to capital increase of NT$1.5 per share.
The aforesaid appropriation of 2019 earnings has yet beeneddphthe shareholders'
meeting as of the publication date of the annual report.
VII. Discussion on the influence of issuance of bonus shares on operational performance and earnings

per share at the Shareholders' Meeting:

On April 7, 2020, the Board of Directors of the Company passed the proposal to transfer the

capital surplus from 2019 earnings to capital increaeNT$1.5 per share, totaling
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NT$204,241,530After transferring the capital surplus to capital increasecépial amounts to
NT$1,565851,730(including private placement). The issuance of bonus shares will dilute the
Company's 2019 earning per sharel8y04% Due to the expectation of a flat pitajrowth in

2020, the impact of the issuance of bonus shares on operational performance and earnings per
share should be limited.

VIII. The Compensation of Employees and the Remuneration of Directors and Supervisors
() Percentage or Range of the Employees' Congtiemsand the Directors' and Supervisors'

Remuneration Stated in Article of Incorporation:

1. Unless otherwise provided by the Article of Incorporation or the laws of TWSE/TPEX,
regarding to the remuneration of the directors (if any), the board of direcbr sh
resolve by referring to the standards in the same industry. Regarding to the attendance
of the board of director or the shareholders' meeting or other individual meeting for any
type of shares or corporate bond, or executing the director's relatex$, detich
director's reasonable expenses ebémccurred expenses of travel, accommodation and
other accompanying expenses shall have authority to be compensategaidpre

2. Except for compliance with Article 85, when any director needs to visit orenov
overseas because of the demand of the Company, or its work exceeds the general
directors' duties with the recognition of the board of director, such director's extra
remuneration shall be determined by the board of director and shall be extra adued fr
or replace of any general remuneration provided by other articles.

3. The Company currently is at the stage of the growth. In view of the demand of capital
expenditure, business expansion and strengthening the financial plan to seek the
sustainable developent, the Company's dividend policy shall consider its future funds'
expenditure budget and fund demand, and may be paid by cash dividend and/or stock
dividend to its shareholders.

Unless otherwise provided by the laws of TWSE/TPEX, the Company's annual
profit beforetax shall, if any, appropriate (1) the highest of ten percent (10%) and the
lowest of one percent (1%) for employees' compensation (including the employees of
the Company and/or its affiliate@)ereinafter refers to "employees' compensatiantt
(2) the highest of three percent (3%) for directors' remuneration (hereinafter refers to
"directors' remuneration). No matter what the aforesaid content is, if the Company still
has the accumulated deficits from the previously years in the year, thpa@p shall
appropriate the amount of offset before allocating the employees' compensation and the
directors' remuneration. According to the regulations of the British Cayman laws and
TWEX/TPEX laws and regardless of the regulations of the Article 13%adheal of
director shall make a resolution with the attendance ofthivds or more of directors
and the approval of more than half of present directors for the employees' compensation
and directors' remuneration which may be paid by the way of cashr atoce. The
aforesaid resolution of the board of director regarding to the appropriation of the
employees' compensation and directors' remuneration shall report to the shareholders at
the shareholders' meeting after the resolution of the board of dilegassed.

Unless otherwise provided by the laws of TWSE/TPEX, if the Company's annual
final accounts has profits, the board of director shall base on the following methods and
sequence to propose the earnings appropriation and submit to the sharemelekmg
for resolution:
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(a) appropriate the payable tax according to laws;

(b) offset previously years' accumulated deficits (if any);

(c) appropriate ten percent (10%) of legal capital reserve stipulated by the laws of
TWSE/TPEX; however if the amount of legal capital reserve has reached the
Company's paidah capital, this shall not be applicable;

(d) appropriate special capital reserve stippdaby the laws of TWSE/TPEX or
requested by the competent authority; and

(e) the aforesaid amount from (a) to (d) shall be deducted from the earnings in the
year; the remaining earning will be added by the previous period's accumulated
unappropriated earnin@s appropriable earnings; the board of director shall
propose the dividend appropriation from the appropriable earning and submit to
the general shareholders' meeting for resolution and approval stipulated by the
laws of TWSE/TPEX, then executing afterwafthe appropriation of the dividend
may be distributed by the way of cash dividend and/or stock dividend. Without
conflict with the laws of the British Cayman Islands, the amount of dividend shall
be at least fifty percent (50%) of the remaining earnihgsthe aforesaid (a) to (d)
are deducted from the earnings in the year, and the percentage of cash dividend
shall not be less than ten percent (10%) of total shareholders' dividend and shall be
limited to hundred percent (100%).

(I The estimate basis for tktempensation paid to employees and the remuneration paid to
directors and supervisors, the calculated basis for the number of share for the employee's
compensation distributed by stock as well as its accounting treatment in case of any
discrepancy betweeactual distributed amount and the estimated amount for current
period:

1.

2.

3.

The estimate basis for the compensation paid to employees and the remuneration paid
to directors and supervisors for current period:

According to Ji-Mi-Zi No. 052 "Accounting Treatmentor Bonus Paid to
Employees and Remuneration Paid to Directors and Supervisors" announced by the
Accounting Research and Development Foundation on March 16, 2007, when the
compensation of employees and the remuneration of the directors and the supervisors
for the Company and the consolidated subsidiaries have legal obligation or constructive
obligation and their amount can be reasonable estimated, such compensation and
remuneration shall be recognized as expenses and liability. Afterwards, any discrepancy
between the actual distributed amount resolved by the board of director and the
estimated amount shall be recorded into the profit/loss of the following year.

The calculated basis of the number of share for the employee's compensation
distributed by stockor current period: Not applicable.

Accounting treatment in case of any discrepancy between actual distributed amount and
the estimated amount: Not applicable.

(1N The Board of Director's Resolution for Distribution of Compensation/Remuneration:
1. The compensation of employees and remuneration of directors and supervisors

disbursed by way of cash or stock: the Board of Director has passed 2019 employees'
compensationof NT$4,714,558,as well as the directors' and the supervisors'
remuneratiorof NT$4,74,559disbursed by way of cash is identical to the estimated
amount recognized for the year.

2. The percentage of the employees’' compensation disbursed by way of stock to the profit

aftertax in the parent only or individual financial report, and to the tetaployees’
compensation: The Board did not proposed employees' compensation disbursed by way
of stock for 2019.
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(IV) Actual Distribution of Employees' Compensation and Directors' and Supervisors'
Remuneration in the Previous Year:

1. Actual Distribution in théPrevious Year:

Items Distributeq  Original Amount | Actual Amount Resolve|  Variance

Passed by the Board| by the Shareholders'
Director Meeting

NT$15,255 thousand NT$15,255 thousand

Employee Cash
Bonus
Remuneration of

Directors and NT$15,255thousand| NT$15,255 thousand
Supervisors

2. In case of any discrepancy between actual distributed amount and the recognized amount,
the discrepancy amount, reasons and treatment shall be stated:

The actual distributed amount and the recognized amount of diremtarssupervisors'
remuneration, and employees' compensation for 2018 has no discrepancy
IX. Status of shares bought back by the Company
Date: May28, 2020

Buy-Back Phase First Buy-Back
Purpose of BuyBack Transfer Share to Employees
Buy-Back Period November 13, 2018 to December 17, 201
Price Range Bought Back NT$89 to NT$234 per share
Type of Share antil(Quantity Boug| Common Stock629,000 shares
Bac '
Amount of Shares Bought Back NT$74,143,679
Numberof Shares Cancelled and )
Transferred
Accumulated Number of the
Company's Shares Held 629,000 shares
Accumulated Number of the
Company's Shares Held as a 053
Percentage of Total Shares Issue '
(%)

X. Status of corporate bond:

()  Status of corporate bond

Date: May28, 2020

Type of Corporate Bond Issuance of the fjrst unsec_ured convertible corpo,
bond in the territory of ROC.
Date Issued (Executed) April 2, 2019
Par Value NT$100,000
Place Issued and Traded Taipei Exchange
Price Issued Issued by102.07% of par value
Total Amount NT$1531,013thousand
Interest Rate 0%
Term ThreeYear Due Date: April 2, 2022
Guarantee Institution Not Applicable
Trustee Trust Department, Taipei Fubon Bank Co., Ltd
Underwriting Institution CTBD Securitieo., Ltd.
Certified Lawyer Baker &_McK_enzie Legal Fir_m_
Lawyer: ZhiLu Liang, MengWei Lin
CPA _ PWC Taiwan _ _
CPA: XianZheng Chen, JiMu Xiao
In addition to complying with the Article 14 for
Method of Repayment Converting to the Co?n%agy‘s Common Stdkiticle
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22 for Execution of Redemption Rights and Articlg

for Retrieved Ahead of Due Date or Buying Bac]

From OTC and Cancellation, of the Rule for the

Issuance of Corporate Bond and Conversion, t

bondholders shall repay the par value once by ca
due date.

Un-repaid Principal

NT$34,400 thousand

Article for Redemption or Repayment
Ahead of Due Date

Executing according to Article 22 for Retrieved
Ahead of Due Date in the Rule for the First Issual
of Unsecured Convertible Corporate Bond ang
Conversion in the Territory of ROC of the Compa|

Limitation Article

None

Name of Credit Rating Institution, Date
Rated, Rating Result

Not Applicable

Amount that has been
converted (exchanged @
subscribed) into commo
stock,oversea depositar
receipts or other securitig

as of the date of the ann
report published

Supplementary
Rights

12,433,574 shares

Rule for issuance and
conversion (exchange g
subscription)

Please refer to the Rule for the First Issuance
Unsecured Convertible Corporddend and
Conversion in the Territory of ROC.

Rule for issuance, conversion, exchangg
subscription, as well as influences of
issuance's conditions on the probable
dilution of the shareholding and the

rights/interests of the shareholders

Please refer tthe Rule for the First Issuance of
Unsecured Convertible Corporate Bond and
Conversion in the Territory of ROC.

Name of Custodial Institution to Whom t

Exchange Object is trusted

Not Applicable

(I Information on Convertible Corporate Bond
Unit: NTD
Corporate Bond Type Issuance of the first unsecgred convertilg
corporate bond in the territory of ROC.
veal 2019 As of May 28, 2020
Item
Market Price Highest 180.0 142.3
of Corporate Lowest 102.6 97.3
Bond Average 120.47 11609
Conversion Price NT$112.2
Issued (Executed) Date and April 2, 2019
Conversion Price at Issued Date NT$121.1
Conversion Obligations Issuance of New Stock

XI.  Status of Preferred Stock: None.

XIl.  Status of Oversea Depository Receipt: None.
XIll.  Status of Employee Stock Opti@ertificates: None.
XIV. Status of Employee Restricted Stock Awards:

V)

Status of Processing Employee Restricted Stock Awards

Date: May28, 2020

Type of New Restricted Employee She

2018 First New Restricte
Employee Shares

2018SecondNew
Restricted Employee
Shares

Effective Date Declared

August 27, 2018

Date Issued

November 16, 2018

August 27, 2019
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Number of New Restricted Employee
Shares Issued

530,000 shares 70,000 shares

Stock Dividend From StockDividend From

Price Issued . . . .
PaidIn Capitals PaidIn Capitals

Number of New Restricted Employee

Shares Issued 0.39% 0.05%

As a Percentage of Total Shares Issue

\Vesting Conditions for Employee
Restricted Stock Awards

The employees shall be evaluated annually based
personaperformance indicators from the date
subscribed the new restricted employee shares.

If such employee is on the job for full one year, 304
will be vested; if such employee is on the job for fu
two years and the evaluation of personal performal
reaches @ points, 30% will be vested; if such
employee is on the job for full three years and the
evaluation of performance reaches 75 points, 40%
be vested.

Restricted Rights for Restricted Stock
Awards

1.

. The shareholders' meeting's attendance, propo

After an employee subscribes new shares, exce
for inheritance, such new restricted employee s
shall not be sold, pledged, transferred, given to
others, set up or other ways of disposal prior to
achieving the vested conditions. After an emplo
meets the vested conditions, such shares will bg
approprated from trust account to such employ¢g
personal securities central custody and beoky

account according to trust custodial agreement.

speaking, voting and rights of election shall be
executed accding to custodial agreement.
Except for the trust appointment stipulated in th
preceding subparagraph, before an employee
achieves the vested conditions for the new rest
employee shares subscribed according to this r
other rights shall, includgnbut not limited to: the
appropriation rights of dividend, bonus and capi
surplus as well as subscription rights of capital
increased by cash etc., have the same as the
common shares issued by the Company.

From the Company's book closure date for bon
shares, book closure for cash dividends, book
closure date for subscription shares upon capitg
increased by cash, book closure period for
shareholders' meeting defined in Paragraph 3 o
Article 165 of the Company Act, or other statuto
book closure peod upon the occurrence of the
facts, to the record date for the appropriation of
rights, in case an employee achieves the vested
conditions during aforesaid period, the time and
procedure to release the restriction of its vested
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stock shall be executestcording to the trust
custodial agreement.

5. After issuing the new restricted employee share|
such shares shall be directly consigned in the
custody of trust immediately. Before an employd
achieves the vested conditions, such employee
not ask thertistee to return the new restricted
employee shares with any reasons or methods.

Custody Status of New Restricted
Employee Shares

\While new restricted employee shares are consign
the custody of trust, the Company shall be fully
authorized to represésuch employee to proceed
(including but not limited to) the agreement's
negotiation, signature, amendment, extension,
dissolution, termination with the stock trust instituti
and the Company, as well as the trusted property'd
consignment, use and insttion of disposal. Besides
such employee shall make a promise in writing tha
Company is able to act as an interest party, a
beneficiary and such employee's proxy for such try
agreement simultaneously in accordance with the
Article 106 of the CiviCode.

But Not Achieving the Vested Con

Treatment When an Employee Have E
Awarded or Subscribed the New Share

ditiol

1. Resignation:
Where an employee, with causes, proceed the
resignation, temporary leave without salary,
retirement, being laid off dransfer, in case the
vested conditions of the employees restricted st
awards have been achieved, such employee sh
draw the shares within one month from the effe
date of resignation; in case the vested condition
the employees restricted skoawards have not ye
been achieved, the rights of receiving shall be v
from effective date of resignation and the Comp|
shall buy back such shares with the issued price
deducting the amount borne by the Company a
execute the cancellation.

2. Normal Deth:
Where an employee died, in case the vested
conditions of the employees restricted stock aw
have been achieved, the statutory heir of such
employee shall draw the shares within one year
from the died date; in case the vested condition
the emplgees restricted stock awards have not
been achieved, its vested rights shall be void frg
the died date and the Company shall buy back
shares with the issued price deducting the amo
borne by the Company and execute the cancell

3. Disability or Died Due to Occupational Disaster:

(1) Where an occupational disaster resulting in

employee's disability, in that event such
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. Where other circumstances other than aforesai

. In case an employee waives the rights of

employee is unable to continue his or/her jol
and proceeds the resignation, whether the v
conditions have been achievednat, such
employee shall draw the shares within one
month from the effective date of resignation.
(2) Where an employee died as a result of
occupational disaster, whether the vested
conditions have been achieved or not, the
statutory heir of such employee Hitraw the
shares within one year from the died date.

causes or where real execution upon the regula
of the foregoing subparagraphs and has a nece
of the adjustment, the chairperson shall be
authoried to establish or adjust individually
according to real circumstances or personal
contributions.

subscription, such new restricted employee sha]
shall be retrieved by the Company without
re-issuance.

Number ofNew Restricted Employee
Shares Retrieved or Bought Back
Number of Shares

35,000 shares -

Number of Restricted Shares Release!

189,000shares

Number of Restricted Shares Unreleas 411,000shares
Number of Restricted Shares Unreleas
As a Percentagef Total Shares Issued 0.30%

(%0)

Influence on Shareholders'
Rights/Interests

time of issuance, the dilution on the Company's

without significantinfluences on the shareholders'
rights/interests.

IAccording to the number of outstanding shares at 1

earnings per share in the coming years is still limitg
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(I Name of Manager and Top 10 Employees Who Are Awarded the New Restricted Employee
Shares and Their Status of Acquisition:

Title Name Number of |Number of Restriction Released Restriction Unreleased
New New Restricte(
Restricted  [Employee Number of{lssued [Amount [Number of [Number of [Issued [Amount |Number of
Employee [Shares Restricted | Price of Restricted |Restricted |Price of Restricted
Shares Acquired As afShares Issuance|Shares Shares Issuance|Shares
Acquired  [Percentage of|Released Released AlUnreleased Unreleased
Total Shares a Percentag Asa
Issued of Total Percentage
Shares of Total
Issued Shares
Issued
Manger Assistant | Si-Qing Ca
Vice
Presidents ¢
Engineering
Assistant | JianKai
Vice Peng
Presidents g
Project
Assistant | ChunHsien|
Vice Yang Issuancq Issuanc
P";Sr'gjiztf § 260,000 0.19 79,000 |ofBonug - 0.06 | 181,000 |ofBonug - 0.13
Business | ZhenWei Shares Shares
Assistant Jin
President
Accounting| Wei-Lun
Manager Dai
Engineering| Yi-Hui Xiao|
Manager
Auditing Bi-Ning
Managerial Chen
Officer
Manager | Hong Wen
Employee Li
Manager Si-Yuan
Chen
Manager | QuanZhao
Xie
Assistant | Zhi-Ming
Manager Shen
Assistant | Hui-Zhen Issuancy Issuancy
Manager Chen 201,000 0.15 64,000 | of Bonug - 0.05 137,000 | of Bonug - 0.10
- Shares Shares
Assistant | Zong Han
Manager Yuan
Assistant | FengDe
Manager Wu
Section [JieRu Che
Manager
Engineer | ZheYu Li

XV. Status of Mergers or Issuance of New Shares for Acquisition of Shares of Another Company:

XVI.

None.

Implementation of Capital Application Programs:

V)

(I

Content of Plans:

As of previous quarter of the publication date of the annual report, the content of plans
and implementation status for previous issuances or private placements of securities that
have yet been completed, or have been completed in the last three yedrighinhe
benefits of the plans have yet emerged: All plans have been completed, and the benefits
of the plans have emerged.

Implementation Status:

Analysis of each plan's purpose stated in the preceding subparagraph item by item as of
previous quarter athe date of the annual report published, their implementation status
and their benefits compared with original estimation, for instance, implementation
progress or benefits have not achieved the estimated targets, the reasons, the influences
on the sharadiders' rights/interests and improvement plans shall be explained
specifically: No such circumstances.
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Five. Overview of Operation

Contents of Business

(I) Scope of Business

1. Main Business Contents for the Company and Subsidiaries

Name of Company

Main Busines Contents

Concraft Holding Co., Ltd. (registered in
Cayman Islands)

Holding Company

Dragonstate Technology Co., Ltd.
(registered in Mauritius)

Sales of Connectors

Concraft Technology Co., Ltd. (Registered in
Hong Kong)

Sales of Connectors

ConcraftPrecision Co., Ltd. (Registered in
Hong Kong)

Holding Company

Dragonstate International Technology Co., Lt
(Registered in Taiwan)

Sales of Connectors

Kunshan Dragonstate Electronic Technology
Co., Ltd. (Registered in China)

Research/development of tediogy,
manufacture, processing and trade of
connectors, acoustic components, automo
components and optical components

Concraft Precision Electrical (Kunshan) Co.,
Ltd. (Registered in China)

Manufacture, processing and trade of the
mold and the jig.

Concraft Precision Electronics (Baoying) Co.,
Ltd. (Registered in China)

manufacture, processing and trade of
connectors, acoustic components and opti
components

Kunshan Haojun Precision Electronics Co., L
(Registered in China)

Stamping, processingrade of connectors,
acoustic components and automotive
components

OBO Pro.2 Inc. and its subsidiaries

The production and sale of acoustic produ

2. The proportion of business

Unit: NT$ thousand

Year 2018 Year 2019 2020 Q1

Category Amount % Amount % Amount %
Acoustic products and parts 3,124,631| 54.27| 3,877,964 75.67| 515,567 55.91
Connector series 334,381 5.80 206,607 4.03| 29,406 3.19
Mold and jig and automation 2026,077] 35.19| 29219 1405| 320734 34.78
equipment

Optical parts 98 - 30,690 0.60 4,791 0.52
Parts of automotive series and othery 272,715 4.74 289,038 5.65( 51,643 5.60
Net operating income 5,757,902| 100.00| 5,124,518| 100.00| 922,141 100.00

3. The products of the Company and subsidiaries

The principal business of the Company is theearch and development and
processing of optoelectronic products and electronic connectors with focus on the
application to consumer electronics such as NB, set top box, LCD TV and portable

devices. Major terminal devices fitting into the product categamf the Company are

shown below:

(1) Portable devices: acoustiptics

(2) NOTE-BOOK and business machines: connectors (DDR, NGFF, HDMI, DC Jack)
(3) Server and network communication products: SFP, MINPCI and MINPCI

EXPRESS

components, mold and Jig.

(4) TFT-LCD (LED) and SET TOP BOX: PCMCIA, SMART CARD and HDMI.

(5) Other series: automotive parts
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4. New products planned for development
(1) The development of automotive related parts and components
(2) The development of acoustiptics parts and components
(3) The development of opticat@ducts
(4) The development of medical auxiliary material parts and component

(1) Industry Outlook

The Company started as a designer of mold and jig. The core technology of
mold is insert molding process. This process entails the placement of the insert
(including nonmetallic materials) inside the mold cavity before the plastic
injection to fill the mdd, and the injection of plastic into the mold cavity so that the
insert and the envelop part will be combined before the injection to form a single
item. This process helps to save the manual labor of lamination and assemblies,
reduce the use of materiaad shorten the work hours, and successfully emerged
as the technical barrier for the Compaflye Company made ceaseless effort in the
improvement of the inserholding technology with its knoslmow in mold and jig
over the years, and has applied for patent protection in China, Taiwan, USA, and
Japan for meeting the needs of slim and light weight of products in the future. In
addition, the Company also combinee ttlesign of insert molding and the silica
gel injection technology for applying to the development of acoustics, optical and
automotive parts and components for broadening the horizon of new applications.

1. The Electroacoustic Industry

With the intelligenceand informatization in 5G era being the current
economic and social development trend, technologies such as 10T, big data,
cloud computing, and Al will be used to facilitate the intelligence upgrade for
electronic products alongside the continuous devedmprof digital products
including smart phones, portable media players, and virtual reality equipment,
allowing rapid development of the higgmd micro electroacoustic components
and consumer electroacoustic products. As earphones are independent
electroaoustic products, it is estimated that the penetrate rate of wireless
earphones are going to increase and the global true wireless stereo (TWS)
earphones will grow by a wide margin.

In recent years, wearable devices have been the focus development in the
industry, among these, smart watches andwean devices account for a large
proportion. In the eaworn device market that is extremely competitive, mini
sized, improved sound quality, durable & long lasting and stable connected true
wireless stereo prodtgchave become the development focus of all
manufacturers.

Using smart speakers is a new way of life nowadays which contains
unlimited business opportunities. In 2019, global smart speakers shipments
exceeded 100 million units, and in the future, witheéhbanced accuracy of
voice recognition, the use of smart speakers will be even wider. As of now, the
voice assistant technology of smart speakers are gradually being applied to the
automotive market, and it is possible it can be integrated into newlyhednc
cars in the future. Smart speakers in the 5G era will be the most crucial core
equipment in smart households, and although the world has been affected by
the coronavirus, the loAgrm growth remains unchanged.

In recent years, the global smartphonesagrowth has slowed down, and
in light of the recent events surrounding Coronavirus (COYa), many 5G
mobile phones that were due to launch have all been postponed. Despite the
fact that the shipment of the domestic demand for 5G mobile phoneststill hi
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record high, the smart phone sales around the world are still likely to decline.

5G mobile phone shipment will depend highly on 5G construction construction
devel opment and the restoration of con
mobile phone to &G mobile phone.

2. The Connector Industry

Connectors are a crucial electronic component for electrical connection or
signal transmission between system or the entire circuit unit. Connectors are
mainly applied in industries such as automotive (23.6%), camuations
(22%), consumer electronics (13.5%), industrial (12.3%), and rail transit (7%).
The iteration speed for connectors in the downstream applications such as
smartphones and computers is quicker. With emerging industries including new
energy vehiclesloT, and drones currently thriving, the overall development of
downstream market is looking to promote the speedy growth of connectors.

As the fast growth of downstream industries including military,
communications, new energy and automotive as welieautl support by
nati onal i ndustri al policies, China ha
Due to the fact that the communication connectors have potentially higher
market values; they are also deemed as the crucial component of the 5G
developmentand the future construction application of internet data center
(IDC) is also substantial in terms of market scales. As a result of the
development of automotive new energy and smartization, market scales for
automotive connectors is estimated to reach I0THillion. Overall, the new
development trends for connectors are high frequency and high speed, wireless
transmission, mini sized and smatrt.

In terms of PC market, it has shown its first increase sign in 2019,
according to the Gartner analysis report2@i9, PC shipments around the
world totaled 261.2 million units, up 0.6% compared to 2018. Looking ahead to
2020, Gartner has estimated that for the next 5 years, consumer PC market will
continue to decline. Product innovation is one of the key factothdoPC
market to remain its continuous growth.

Even though the COVIEL9 lockdown has brought demand for servers,
TWS, laptops and cloud data centers, it is considered astsharemergency
demand. With the expected decline for PC demand, the PC inndusst
enhance its supply chain management and precisely control production for the
global economic depression that follows. In the short term, the demand for PCs
is still likely to grow due to people working from home aréarning.

3. The Development of thProduct Application Market
(1) Electroacoustic Components

The application of acoustics application is boundary free, and has
extended to international communication, mass communication, traffic safety,
environment quality, music, entertainmenspection and testing, biomedical
imaging, hearing aid, antioise, petroleum exploratory drilling, defense,
rescue, and counterterrorism. Yet, all the above applications rely on the
el ectroacoustico converter (mi crophc
Traditionally, speaker is wused in radio, sound system, and mass
communication. Piezoelectric loudspeaker is used as the sound source and
receiver in ultrasound and sonar. Micro loudspeaker is used in cell phone,
earphone, WoIP, 4C products, and hearing &dsrently, portable device and
high quality 4C products have become an integral part of our daily lives. The
demand volume of micro loudspeaker grew in line with the growth in demand
for tablet PC, smart phone, and wearables. Likewise, the demand for smart
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sound box, translation devieesnultaneous interpreter and related smart
products also grew over the years.

Yet, the produce life cycle of smart products is short that the firms must
adjust their production lines perpetually. Products fitting the neédbeo
customers and markets and remained competitive dictated for the strong
capacity in research and development. New products must be designed to the
needs of the customers. In addition, the slim, light, short and compact design
development of cell phoneith waterproof function required electroacoustic
parts and components at stricter standard. Other than the basic design
capability, the firms must have solid background in the development and
application of new materials in order to pass the test ahtr&et.

The shipment of consumer or professional sound and communication
products will be enhanced, echoed with the continued development of
ultrathin loudspeaker, wireless sound system, Sound Bars, automotive
loudspeaker, smart sound box and related mtsdhese will help to boost
up the shipment volume of acoustic products and related parts and
components. The development of related products for the smart wearables
will be promising.

In terms of earphones, as the bluetooth technology continues tovenpro
and the evolution of Al and sensing technology, as well as the change of
mobile phone structure and the support of software system, the sales of true
wireless stereo (TWS) remain optimistic with their wireless, smart, small size,
excellent sound qualityhigh-efficient connection and stability. In face of the
fierce and competitive consumer acoustics market for professionally tuned
sound effects and dual dynamic speakers, enhancing the performance of treble
and bass is one of the development trends ragans to achieve the goal of
product differentiation.

(2) Electronic Connectors

Connectors can be applied onto many fields of products including
automotive, computer, communications, industrial, military, aerospace,
transportation and medical. At the mameautomotive products account for
the highest proportion followed by communication and consumer electronics.
Not only do the connectors in current light and slim equipment have
high-speed transmission rate, they are also equipped with -pintti to
integrate data, audio and video, and power signals to satisfy the dual
requirements of both thickness and performance for the new generation of
electronic devices.

The impact from the U&hina trade war has on connector industry will
facilitate various develapents of new technologies including evolution of
cannon transmission interfaces, new trends in connector/sensor integration,
connectors leading towards soft electronics. Connector manufacturers are also
moving towards to developing new application produnes as the demand of
emerging application market is diverse and innovative. Future connectors are
likely to be smaller, highly reliable with strong wireless while accompanied
smart function. With the upcoming era of 5G and IoT, ‘sghed function
has beome a new demand. Wireless transmission connection of wireless
technology will also be a guarantee in industrial and automotive industries.

With respect to communication moving toward 5G commercialization, it
is promising there will be a wave of peoplelexing their original mobile
phones to 5G mobile phones. With the 5G mobile phones being more
sophisticated, connectors are likely to be developed into rdiceation while
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at the same time the demand for fast charging on the current and power
carrying @pacity of the connector is also likely to be higher. As the AloT
trend gradually taking shape, it is safe to say that there are more new
development opportunities for connectors in terms of applications.

(3) Automotive Parts and Components

The rapid deviepment of the technologies for electric cars, unmanned
vehicles, and IoT over the years led to the new era of smart cars. Smart, light
weight and electric car will be the main trend of development in market. The
continued development of 10T and unmanneging technology dictated for
higher standard of sensors and communication technologies. The
telecommunication service providers accelerated to commit their resources to
the 5G environment and the rapid introduction of advanced auxiliary
supporting systenof foreign automobile firms will stimulate for higher
demand of vehiclenounted data communication and vehigieunted
sensing system, which in turn stimulated for a much larger consumption
volume of passive components. In sum, under the fermentatidactfie cars,
unmanned driving, and IoT, it is estimated that the passive components used
in each car will increase significantly. The entrance barrier for the technology
of passive components is not high and the price is not sensitive that the
purchase ater will be stable. This advantage attracts many major
manufacturers to the market that help to effectively improve the product
structure and enhance profitability.

4. The association of upstream, midstream and downstream industries
(1) Electroacoustic Indust

The electroacoustic industry is composed by the terminal brand
proprietor firms, acoustic parts and components outsourced manufacturers at
downstream and the chips, plastic, metal, wires firms at midstream and
upstream.

(2) The Connector Industry
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Structure of electronic connector industry

(source:ITRI's Industrial Technology Intelligence Services (ITIS) Pr()ject
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5. Different trends of development of products and competition

Product items

Development tren;

Competition

Responding strategy of th
Company

Consumer
electronic
connectors

1.

In responding td
the need of slim
and light design
related
connectors are
undergoing
integration.

2. Formation of th¢

idea of slim and
light in design
The external
connectors
should feature
high frequency
transmission.

1. High frequency transmissior]
and slim and light connecto
technology have emerged a
the items for special researq

and development of the
connector manufacturers.

2. Price competition.

1. With the tooling

technology, the Company
made ceaseless
improvement of itsnsert
molding production
technology. Application
for patent registration in
China, Taiwan, USA and
Japan for setting up barri
with patents to meet the
needs of slim and light in
the future.

. Selective use of price

competition strategy with
ceaseless upgde of
product technology and
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Product items

Development tren|

Competition

Responding strategy of th
Company

quality.

Slim and light

design and flexible

1. The acoustic customers

increase their ratio of

Make use of the tooling
technology of the Company|

automated selfmanufacturing for ceaseless improvement
production. 2. Possession of the knelaow |the insert molding productig
Acousticoptics in combination of s_ilica gel [technology to_bu_ildxp
components and metahnd plastics that |entrance barrier in
enabled the Company to [technology.
emerge as the world markef
leader in the production of
silica gel vibration
membrane.
Slim and light Technical barrier of the indust|1. Make improvement of thqg
design and flexiblepeers in Europe. products and production
automated technology of the industry
production. peers in Europe, engage
joint development with th
Automotive customers in Germany fo
parts and new products to set up cq
components and technical barrier.

2. Challenge the full line
automation of the
automotie industry and
products with high

entrance barrier.

6. Competition

External connector has been gradually given up in the design of consumer

electronics. It was coupled with the g¢btoat competition of the industry peers.

This halted the connector enterggsfrom making investment in business that
may hamper their competitive power. The Company continues to make great
effort in investing in the tooling equipment of it own to upgrade tooling
technology and bolster the output of automation. The carrying itEntbe
Company have been changed from connectors of consumer electronics to
customized acoustigptics components and automotive parts and components.
This product line is highly customized that only the customers could produce a
specific proportion. Its difficult for outsiders to compete in production. Further,
design and full production capacity will be the gravity of this product line that it
is difficult for the outsiders to imitate. The Company masters the Kmwin
combining silica gel, metals dnplastics, which enabled the organization to
emerge as a leader in the field of silica vibration membrane in the world market.

The Company has teamed up with the new M&A compamy developed

t he

wor |

dos

first

monomer

wi t h

6mm and

the world which has also been introduced and launched in new products of other

well-k

products will b e

nown

Amer i
ut il i

cooperating
co-promotion module contract agreement. Automotive customers also continue

to promote the mass production plan and the expansion lofe

brand
ont
t he

can
zed

wi t h

Companyods

customer s

0] new

operation scales will make Company more competitive in the industry.
(1) Technology and R&D
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1. The technical level of the business and R&D

The major technological kneWow of the Company rested with the following 3

levels:
(1) Productdesign: The Company has a strong team of engineering R&D personnel

in Taiwan and Mainland China. They proceed to product design and
development to the orders of the customers. The R&D function in Taiwan is
focused on the design of customized product sigatibn of the end customers

in Europe and the USA while its counterpart in Mainland China is engaged in
the improvement of the current product line for the customers of acopsios
components and customers receiving the services of the Companyitionadd

this team is also responsible for the update of product specification to the needs
of the customers. As such, the Company has the capacity and experience at the
product design stage accumulated for years as compared with other industry
peers.

(2) Toding technology:the internal key technology of the Company is in tooling.

The key management team of the Company has more than 20 years of
experience in mold design and production. The designers and the technicians of
the team were trained internally blget CompanyAs such, many patents of
production technologies are derived from the tooling technology. Indeed,
tooling technology is the core value of the Company.

(3) Automation technology: At the beginning period of product R&D, the Company

demands 4 developnt crucial keys in the development stage: 1. Whether there
is any contradiction between the product and other patent; 2. Market demand for
such product; 3. Whether the production cost is lower than the similar products
that are already developed in therk& by 20%30%; and 4. Whether the new
products be produced under automation system? This element is vital for the
Company in making profit. For this reason, the Company has set up an
Equipment Development Dept charged with the duties of the research,
dewelopment, and improvement of automaton technology. As such980%cor

even more of the products of the Company are assembled by the automated
production equipment by the Company.

As such, we could see that the technological level of business obthpaly is

oriented to ceaseless refinement and ongoing breakthrough. The resources of the
Company after years of investment fortified the production capacity of the Company,

which made it emerged as an industry leader even though incomparable to the
intermational big enterprises. The R&D items of the Company in the future are

specified below:

Product categories

Products and Plans planned
development

Sphere of application

The development of
automotive related parts ang
components

Joint venture with the
customers in the developmer
of the parts and components
necessary for the driving of
new energy cars.

The automotive industry

Design and development of
the mass production

technology of parts and

Parts and components of
microwave acoustics

(loudspeaker) and

Different industries
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components Mass production of the parts
for acoustic products. and components of movirgpil
loudspeaker

The composite use of silica (The application of silica gel [Acoustics industry,
material and other materials|{material to different levels of |optical industry
production technologies Automotive industry,
The application of silica gel tgsemiconductor industry
the technology development
semiconductor production

process
Optical products Mass production technology (Optics industry
optical products and optical |Automotive industry,
grade tooling capacity semiconductor industry
Metal stamping technology |Upgrade of metal stamping
technology

2. R&D expenses in the last 5 years
Unit: NT$ thousand

ltems 2015 2016 2017 2018 | Year 2019 28?_0
R&D 113,884 102,520, 377,916] 452,805 589,218 151,186
expense

Net income| 2,422,162 2,492,724 5,274,434] 5,757,902 5,124,518 922,141

Ratio tONel 4 7006  4.11%|  7.17%| 7.86%| 11.50%|  16.40%
Income

Note: The above consolidated finandgrdgbrmation has been audited or reviewed by CPAs.

(IV) Long and shorterm business development plans
1. Shoriterm business plan:

(1) Continued development of the domestic sale market in Mainland China
targeting at network communication industry:

The Company is focused on the network communication industry. Most of
the customers are Taiwan business or foreign business. In recent years, network
equipment companies in Mainland China such as Huawei and FiberHome have
emerged as worldlass network equipmé firms through mergers and
acquisition. Connectors in this market segment are mostly supplied to
world-class big firms such as Tyco, Molex, and Foxconn. Most network
equipment companies in Mainland China have gradually appealed to other
suppliers so faas the cost is concerned. As such, this market could be the target
for the Company to enter and develop.

(2) Penetration of the products made by the Company into the product lines of the
OEM customers through diversified mode of promotion as an integtabipa
end products:

The Company has developed letegm cooperative relations with the NB
OEM makers. Since these OEM makers have started to diversify their OEM
production lines, the Company could cut in several industries such as LCD TV
and tablet PC. Assuch, the Company could promote the products being
developed into their supply chain of parts and components for OEM products
for developing market depth.

(3) Improvement of the production capacity for acousptics and continuation of
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optimizing the yiéd rate of acoustics and optoelectronic manufacturing to
satisfy the increase in purchase orders after the upgrade of technologies:

The core competence of the Company in kdmw is tooling and
automation design and production. This core competence nayalapplied
to the development of acoustptics components. As such, the Company
started its joint ventures with big US acoustics firms since 2013, and engaged in
mass production since the second half of 2013. In 2017, acoustics components
accounted foapproximately 60% of the consolidated revenues of the Company.
The Company has laid down its foundation of acoustics components in the
period of 20132014 with its strength in tooling and automation development,
which is very helpful for its development 2015 and 2016. In 2015, purchase
orders from the big acoustics firms contributed to the significant growth of
revenue and profit of the Company. With this experience, the Company has a
clear concept for its product Rodhp for development in the futurand
oriented towards multiplenaterials and multipleimension inseftnolding
technology in research and development. The revenue from acoustics
components in 2020 was an extension of stable growth from 2019. Optics
components will continue to apply to piuction technologies at optical level
with silica gel materials in 2020.

(4) The production of the wetleveloped vibration membrane and the advanced
mixed covered injection technology:

We master the knowow of combining silica gel, metals, and plastics,
which enable us to emerge as a leader in the market of silica gel vibration
model. Currently, our R&D team has spared no effort in the development of the
materials with fO error at the level of £5 Hz for waterproof and air permeable
new material. This matial features the integrated function of waterproof to
replace the original sound web, adding new function to old parts, and condense
the production process and cost of production at-eack This is not only a
matter of mixed covered injection with avdrsity of materials; it also makes
the quick availability of substitution plan for the customers to their needs
further to the weldeveloped production process.

2. Longterm development plan

(1) Active participation in crossdustry exhibitions such as prsion production
shows, automobile show, and medical machinery shows to enhance the
exposure of the Company in frontier manufacturing capacity.

(2) Establishment of stable business relation withriofch manufacturers of the
world with less manpower and highproducibility manufacturing capacity.

(3) Challenge the fulline automation of the automobile firms and development
products with high entrance barrier.

(4) Further effort in the development of silica gel ejection LSR production process.
[l. Market, production and sale

() Market Analysis
1. Main regional markets for the products
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Main regional markets for the products in the last 2 years, the amount and

proportion of sales
Unit: NT$ thousand

Regions of sales ir Year 2019 2018
the year Amount % Amount %
Domestic sale - - - -
Mainland 4,698,241 91.68| 5,538,424 96.19
Export China

sale Taiwan 103,701 2.02 71,392 1.24
(Note) | Others 322,576 6.30 148,086 2.57
Subtotal 5,124,518 100.00 5,757,902 100.00
Total 5,124,518 100.00 5,757,902 100.00

Note: The regions of sales beyo@hymanislands. The consolidated financial information
provided above has been audited b CPAs.

2. Market share

The principal business of the Company is the production and sale of acoustic
components, connectors and jig. In 2019, the revenue from acoustics components
accounted for 80% of the total revenue. Acoustics components are not common
parts and components foonsumer electronics that statistics on related research are
not common and easily available. As such, it is difficult to obtain the exact figure of
market share. Further, the entrance barrier is high in the technical aspect, and the
end customers and erhational acoustics big firms have high standard in quality.
The entrance barrier could further be secured with the registration of patents. In the
aspect of connectors, the Company concentrates in the research and development,
manufacturing, and sale nétwork communication and NB series of connectors. In
light of the diversity in the types of connectors and the khow is welldeveloped
with many suppliers, it is difficult to estimate the market share of this product line.
Yet, the Company is speciadid in high frequency and high speed connectors. With
the stable support from the downstream manufacurers, the products and
technologies of the Company were highly recognized and affirmed by the
customers and are competitive in the industry.

3. The supphand demand in market of the future and potential for growth

Connector is a vital component in the terminal consumer electronics market
and is applicable to end products. The market size of the electronic parts and
components markets is approximately teh®itions of NTD (e.g. LED, passive
components, PCB, connectors and battery tooling), which stimulated business
opportunities worldwide. Acoustic component is a newly emerged industry. In the
wake of the increasing popularity of smart phone, the trendrofvth of this
industry is highly visible. This item brings in good profit. The following is the
analysis of the changes in the supply and demand in market:

(1) Connectors

At the early stage of the operation, the Company was focused on the
research and @elopment, production, and sale of connectors. The Company
underwent transformation in the last few years and turned its focus on tooling
technology. The network communication and NB connector industry have been
well-developed, and the gross margin is athick as the newly emerged
business, but it still account for a substantial share in the terminal application
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market. Connector is an integral part attached to different types of electronic
components such as LED, PCB and battery tooling. Accorditigeteesearch
findings, in 2019 indicated that the size of production and sale in the connectors
market in 2018 was still on the growth. In the rapid development of downstream
industries in China like, military, communication, green energy and automotive,
and under the great support of the government policy, the manufacturing
standard of local firms has obviously been upgraded. The Company is focused
on high frequency or high speed connectors, and could maintain its operation
with stable growth in the futer

(2) Acoustics components

According to research findings, the global smart phone market shipments
showed a sign of decline in 2019. Although the smart phone market demand fell,
there are large business opportunities when people replace their mobiks phon
to 5G mobile phonedn the first quarter of 2020, the 5G mobile phone sales in
China continued to hit a record high and it is expected that after both the
pandemic outbreak, and 5G mobile phones
demand will slowly ebound, further driving the shipments of smart phones. The
number one customer of the Company in China is among the top performers in
acoustics worldwide. In addition, the end customers of smart phone demand very
high quality from the international big elkeoacoustic firms, which in turn
compelled these big firms to demand high standard in technology for screening
the suppliers. This helped to place a high entrance barrier. As such, the Company
could still expand its scale of operation irrespective of kammpetition in the
industry.

(3) Potential for growth in the future

The above analysis of supply and demand indicated that the premium
products of the Company were used in consumer electronics and network
communications, and have reached certain ecomufnggale and market share.
Under the high entrance barrier of technology of the aceaptics, competitors
cannot easily penetrate into the market and the Company will be prospective in
the future.

4. Competitive Edge:

The competitive advantages of the Company are specified below:
() Innovative design mindset

The original design of connectors by the Company is not affected by the
homogeneity of products in the industry by using an innovative mindset to
challenge the mginal design concept. In addition, the Company used the Insert
Molding process technology extensively to reduce the use of copper and
condense the time for production. The multiplaterials Insert Molding
technology allows for a diversity of productsdaposed a technical barrier, and
has been recognized by the international customers and patent registration in
many countries.

(2) Capability in improvement of production technology

The Company invests in the design and development of automated
assemblydevices every year for product stability such as the fully automated
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assembly machine, mechanical robotic arms automated assembly machine,
automatic inspection and testing machine. In addition, the mutaiay
tooling design for mold injection, the kg Molding process technology
remained the strength of the Company in production technology improvement.

(3) Automation equipment to control the production process and quality of products

The Company highly values machinery automation, and has profixedd
assets amounting to  NT$1,490,348,000, NT$1,027,342,000, and
NT$2,011,7510000ver the last 3 years, respectively. This could indicate that the
production process of the Company has gradually been transformed to
automation for reducing the demand Fabor force. Furthermore, the Company
has also selfleveloped an automated system for product inspection and testing
for assurance of quality further to the procurement of quality assurance
equipment and production equipment for the continued upgrade @idcision
of mold manufacturing, stamping and assembly and the eventual production
quality yield rate.

5. Factors favorable and unfavorable for the development in the future, and the
response:

(1) Favorable factors
A. The demand in the acoustptics component market is stronger than the
supply:

The Company turned to the acousijatics market with its capability in
design and production of connectors, and cut in the market at the growth stage of
the market of portable devices. Given the demand figion in knowhow and
customization, an entrance barrier has been erected in the field of aomtistc
components. As such, a bottle neck in supply was formed and the market is under
oligarchical control. The market is promising in the future withakgansion of
operation in acoustioptics.

B. The marketing policy of milepth development of namainstream industries:

The consumer electronics market will be the mainstream market for the
development of the connector industry in Taiwan. The NB market is the center of
the mainstream market. Yet, this market was conditioned by the cost of the NB
ODM, OEM, or EMS assembly ahts that he gross profit of connector products
could not be improved. Under this circumstance the investment of the connector
firms in research and development could not enjoy-effisiency. Likewise, the
capacity of the connector firms in innovationdadevelopment of production
technology slowed down. The Company has pursued its marketing strategy by
targeting at the nemainstream market way back throughdiepth cultivation.

The revenue has been marginally lower than the industry peers but hasnbeen
the growth year after year to expectation. The Company then turned to new
market for further expansion, and could maintain growth in revenue under the
financial crisis of the US in 2008 and the Euro debt crisis in 2011. In addition,
the direction of resarch and development and the allocation of resources of the
Company were aligned with the development trend of the Company. As such, the
Company performed better than the industry peers in innovation and
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improvement in production technology. The Compaayned the trust of the
customers with its design idea, which could be proved by the extension to

acoustieoptics components.

(2) Unfavorable factors and response

Unfavorable factors

Response

Joint venture with
international big firms

required more
investment in
research an(

development than th
industry peers.

1. Control the cost of research and developn
through cautionn selection of projects.

2. Engage in joint venture with international big fir
in research and development such as the fard&u
acoustics firms to set the direction of research
development and commitment of resources.

3. Application for patent registration to protect g
upgrade the technical barrier and build up a hig
entrance barrier with patents and technology.

The marketing
strategy of inrdepth
cultivation of the
norrmainstream

market could not ear
the recognition of thg
industry peers.

1. Entrance into the capital market for upgrade of
position in the industry.

2. Determine the positioning in the industryadbgh
joint venture with the international big firms.

3. Continue to recruit good people in research
development and management to enlarge the scj
operation and improve the position among
industry peers.

The rapid change i
technology shortene
the life cycle of end
products.

1. Strengthen the capacity in precision and pro
yield rate through knowow and seek mon
opportunities for joint venture with international §
firms through the upgrade of praction equipmen
for better opportunity of product development.

2. The R&D function is engaged in the research
development of products to the specificat
requirement of the customers, and has also prog
high precision processing equipment. Th
indicated that the Company has a higher leve
precision technology than the industry peers.

3. The Company optimized the cost in product de
for proper cost control and made improvemen
automation production equipment and proces
enhance theigld rate and production efficiency a
reduce the cost of production. In addition,
Company seeks to upgrade the technical pro
with the research and development of 1
specifications to the demand of the customers
align with the trend of innoven of the downstrear
end products.

4. Continue to optimize the vyield rate in t
manufacturing of acoustic optoelectrot
manufacturing, and improve the ROE and per c3
production value.

(I1) The purpose of major items and production process

1. The purpose of major items:
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The major items produced by the Company are electronic connectors and
acoustics components. These items are used in the end products for connection or
transmission of signals to end products so as to generate pother étectronic
parts, and the electronic parts for acoustic transmission for the portable devices.

2. The production process of major items:

Mold production
]

v v
Plastic injection Terminal and metal pieces stamping

v v

Assembly < Electroplating

(outsourcing)

v
Finished products
There are 5 major stages in the production process of connectors, which are
mold development, plastic injection, stamping, electroplating, and assembly.
Currently, the Company outsources for electroplating after the design and the
works of all other stages the process are performed by its own technologies. The
Company has accomplished the vertical integration of 5 major processes in 2012
for the realization of alindigenous production plan.

(1) The supply of key materials

Names of key materials Key suppliers (Note)| Status of supply
Plastics for acoustics componer| Supplier H, Supplier § Good
Plastic chips SupplierD, Supplier | Good
Terminal Supplier B Good
Sound network Supplier C Good

Note: Due to NDA, names of companies aredistlosed.
(IV) List of key suppliers and customers

1. The names of the suppliers accounting for more than 10% of the total purchase of
any of the last 2 years, the amount of purchase and proportion to total purchase,
and explain the reasons for the opes, where applicable: The Company's net
purchase targets for 2018 and 2019 both did not exceed 10% of the net purchases.

2. Name of the customers who accounted for more than 10% of total sales in one of
the latest two years and its sales amount anckp&xge, as well as explanation of
its increased (decreased) reasons of changes:
Unit: NT$ thousand; %

2018 Year 2019 2020 Q1
As . As . As .
Relation Relation Relation
Percentag| . Percentagg . Percentag{ .
Iltems| Name|[ Amount with the| Name| Amount with the[ Name | Amount with the
of Annual | . of Annual | of Annual | .
issuers issuers issuers
Net Sales| Net Sales Net Sales
A 4,235404 73.560 None A 2,743,919 53.54 None A 251,417 27.260 None
B 824303 14.31] None B 290975 5.68 None B 17,619 1.91f None
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3 C None C 951,575 18.57] None C 153,087 16.60| None

Others 698,261 698193 Others| 1,137,861 1,138,044 Others| 500.018 5423 -

Total 5,757,907 100.00 Total 5,124,514 5,124,518 Total [ 922,141 922,141 -

In 2018 and 2019, the sales mainly came from the acoustic gradtghe
related molds and jigs sold to A Customer and B Customer. Because customers A
and B6s demand decreased in 2019, t he
therefore decreased. In 2019, parts for newly added acoustic products were sold to
CustomerC; affected by the boom of end products, the sales ratio in 2019 was
relatively high.

(V) Production's Volume and Value Table in Latest Two Years
Unit: NT$ Thousand/ Pieces Thousand

Year 2018 Year 2019

oduction Val Production/ProductionProductior|ProductiorfProductiorf Productiorn
Main Products Capacity | Volume Value | Capacity| Volume Value
Acoustic products and parts 720,000 577,274 2,119,89¢ 890,00¢ 714,84§ 2,403,73
Connector series 350,000 276,349 346,474 338,000 270,684 177,28(
Mold and jig and automatior 24 19 939,12 426 341 1,017,54
equipment
Optical parts 145 116 680 46,00( 37,095 92,897
Etir;fso‘c automotive series 8 179 00 143,267 214,39 43000 34,831 314,19
Total 1,249,164y 997,025 3,620,571 1,317,424 1,057,79] 4,005,64

(VI) Sales' Volume and Value Table in Latest Two Years
Unit: NT$ Thousand/ Pieces Thousand

Year 2018 Year 2019
Sales Value Domestic Export sale Domestic Export sale
sale sale
Main Products VolumeValug Volume| Value [VolumeValug Volume Value
Acousticproducts and par{ - - 499,945 3,124,631 - - | 664,020 3,877,964
Connectors - - 57,234 334,38] - - 35,697 206,60]
Mold and jig and - - 41202607 - | - 22| 720,214
automation equipment
Opticalparts 75 98 31,144 30,69(
Parts of automotive serieg | 28104 272719 - i 371471 289,031
and others
Total - - |585,45Q0 5,757,90] - - | 768,030 5,124,51

[ll. Basic information on the employees in the last 2 years to the day this report was printed
Unit: person; %

Year 2018 Year 2019 As of March 31, 2020
Number of Manger 30 51 49
employees Regular staff 2,828 3,223 2,639
Total 2,858 3,274 2,688
Average age 27.9 30.9 31.5
Average years of service 1.3 2.2 2.6
C Doctors 0.10 0.09 0.11
pistributio Masters 0.45 0.52 0.48
education I_Bachelors 23.16 24.65 26.53
level | Senior high schoo 76.29 74.74 72.88
and below

IV. Information on environmental protection expenditure

(I) Total loss and amount of fine due to pollution of the environmetfiteirmost recent year
to the day this report was printed: Nil.
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(1) Future corresponding measures and possible expenditures: The Company has
comprehensive environmental facilities and there is no plan of purchasing material
equipment in recent years asidem the annual routine repair work and maintenance.

V. LaborManagement Relation

() The fringe benefits, continuing education, training, retirement system of the

Company and implementation, and Ladd@nagement Agreement, the protection

of the rights and privileges of the employees.

1. Employee benefits

A. The Company duly observes applicalde/$ governing labor force in relevant

regions. All employees are entitled to social insurance and related reserves like
the housing allowance reserve in Mainland China and the annuity of retirement
for the employees in Taiwan under the new retirementrsyste

B. Trips and events for employees are held on an unscheduled basis.

C.The Company holds recreational activities like basketball games, tug of war
and others from time to time to help the employees to release their pressure
from work.

D.Employees in Mainland Gha are offered free accommodation and meals to
improve their real income.

2. Employee continuing education and training

The Company provides internal and external training for the employees.
Further to the orientation of the new employees as an integralop internal
basic training, different types of g@hejob training relevant with the assigned
duties of the employees are also provided. The completion and performance of the
employees in the training will be tracked on record as reference for salary
adjustment and promotion in the future. External training could be received at
home and abroad. Training in Taiwan is mostly for licensing and certification in
certain area of specialization and as required by the government. Training in other
countries wil be provided for the outstanding employees after screening by the
Company for shofterm to allow them to broaden their horizon.

3. Retirement system
The Company established the retirement system for the employees in

compliance with applicable laws didg places of operations. In Mainland China,

the Company appropriated payments for the 5 reserve funds to the local Human
Resources and Social Security Bureau as pension reserve for the employees. In
Taiwan, the Company allocates a specific percentageeaéniployee salaries as
pension reserve under the new retirement system. The Company will proceed to
the retirement procedures in accordance with applicable laws of the places of its
operations for the employees who are at the age of retirements.

4. The Company and its investee companies duly respect the rights and obligations
of the employees in accordance with the applicable laws in relevant host countries
of operations governing labor force. Further to public education and
communication with themployees, the Company also conducts interviews with
individual employees at all levels to understand their needs and refine the
management rules and regulations of the Company to make management
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humanized. In addition, the investee companies have dhsigreed applicable
laws of relevant host countries of operations in recruitment, employment, and
remuneration. These companies also establish safe and health work environment
in compliance with local laws governing occupational safety and health to protect
the rights of the employees.
(I) The loss caused by labaranagement dispute in the most recent year to the date this
report was printed. Disclose the estimated amount of loss from this cause at present
and in the future, and the response. If it is isgible to make justifiable estimation,

explain with supporting evidence: The Company and its investee companies have no
major labormanagement disputes so far.

VI. Major contracts

Contract nature The party Starting date of the Major  |Restictio
contract content | n clause|
Shanghai Commercial and Savings | March 2018 March Loan
LOAN AGREEMENT |50 2021 Agreement None
LOAN AGREEMENT  |Chang Hua Bank August 2018 August|  Loan |0
2021 Agreement
February 2019 Loan
LOAN AGREEMENT [E. Sun Bank February 2021 Agreement None
August 2018 August Loan Yes
LOAN AGREEMENT |CTBC Bank 2021 Agreement| (Note 1)
. February 2018 Loan
LOAN AGREEMENT |ICBC Leasing December 2022 | Agreement None
LOAN AGREEMENT China Industrial and Commercial Ba May 2019- May 2022 Loan None
Agreement
Bank of Communications September 2019 Loan None
LOAN AGREEMENT September 2022 | Agreement
Bank of Chi N
LOAN AGREEMENT  |Bank of China June 2019 June 2023 , -0@" one
Agreement
LOAN AGREEMENT Bank of Ningbo August 2019 August Loan None
2021 Agreement
Chailease International Financial Loan
LOAN AGREEMENT Services Co., Ltd. May 2019- May 2022 Agreement None
Taichung Bank Leasing Corporati September 2019 Loan None
LOAN AGREEMENT Limited September 2021 | Agreement
LOAN AGREEMENT COSCO Shipping Leasing Co., Ltd. January 2020 Loan None
December 2021 | Agreement
LOAN AGREEMENT |- Sun Bank April 2017 - April 2024 Agkg::qem None
LOAN AGREEMENT  |Chang Hua Bank May 202071 May 2023 AgrL:;?]em None

Note 1: The Group should maintain the following financial ratios in its interim consolidated financial statements:

(a) Current ratio (current assets/current liabilities)100% (Net of the outstanding balance under This

Agreement)

(b) Debt ratio (totaliabilities/tangible assets): 150%

(c ) Debt service coverage ration [(EBT + depreciation + amortization + interest expense)/interest expense]:

5 times

(d) Net value of tangible assets: NT$2,000,000,000
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VI. Financial Position
|. Condensed@alance Sheets and Comprehensive Income Statements of the last 5 years

() Condensed Balance Sheet
Unit: NT$ thousand

Yeal Financial information of the last 5 years As of
(Note 1) March 31,

Item 2015 2016 2017 2018 2019 2020
Current assets 1,319,19¢ 1,865,614 4,140,78] 4,817,84] 5,422,67] 5,225,00
Property, plant and 1,356,28] 1,751,73] 2,624,074 2,809,74] 4,139,49 379731

equipment ’ ’
Intangible assets 14,38z 19,83¢ 23,544 28,434 209,98( 198,811
Other assets 277,751 303,857 419,494 517,148 483,074 454,383
Total assets 2,967,611 3,941,031 7,207,89{ 8,173,17] 10,255,22y 9,675,511
Current Cumqliyidend 1,153,20¢ 1,309,69] 1,887,311 3,088,64y 3,116,31] 2,792,49
liabilities Ex-dividend 1,232,64y 1,462,79¢ 2,423,17¢ 3,736,48] 3,184,397 2,860,57

(Note 2)

Non-current liabilities 516,00¢ 613,771 1,587,721 1,103,16] 1,838,58( 1,727,62
Liabilities Cumqli\_/idend 1,669,21! 1!923’46f 3,475,044 4,191,811 4,954,89] 4,520,12
liabilities Ex-dividend 1,748,654 2,076,56] 4,010,907 4,839,644 5,022,97] 4,588,20

(Note 2)
Shareholders equity
attributable to parent 1,298,404y 2,017,571 3,732,854 3,981,35¢ 5,034,21f 4,895,91
company
Capital stock 744,43F 896,784 1,071,71¢ 1,184,191 1,366,84] 1,367,99
Addition paidin capital 215,22( 848,971 1,459,29( 1,421,811 2,676,711 2,686,97
Retaine Cumtdividend 311,744 353,959 1,296,95( 1,737,63¢ 1,502,57] 1,414,78
: Ex-dividend 232,30¢ 200,85( 761,091 1,089,807 1,434,49( 1,346,704
earnings|
(Note 2)
Other equity 27,00 (82,141 (95,105] (288,137 (437,877] (499,731
Treasury shares - - - (74,144 (74,033 (74,103
Uncontrolled equity - - - - 266,114 259,481
Total Cumtdividend 1,298,404y 2,017,571 3,732,85¢ 3,981,35¢ 5,300,334 5,155,391
liabilities | Ex-dividend 1,218,961 1,864,47( 3,196,994 3,333,52§ 5,232,25] 5,087,31
(Note 2)

Note 1: The financial information stated above has been audited or reviewed by CPAs

Note 2: Earnings distribution of 2019 has been passed by the Board meeting; it has not yet been resolved by the
shareholders méag.
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(I1) Condensed Comprehensive Income Statements

Unit: NT$ thousand

Yeatr Financial information of the last 5 years (Note) Current periog
to
ltem 2015 2016 2017 2018 2019 March 31,
2020
Revenue 2,422,16 2,492,724 5,274,434 5,757,90] 5,124,51 922,141
Gross profit 608,17/ 596,344 2,275,91( 2,369,24 1,651,924 167,81]
Income from operation 245,407 223,140 1,497,05 1,490,18] 549,531 (109,342
Non-operating income and 1,767 (45,975 (50,234 (6,652 (87,504 9.757
expenses
Earningshefore taxation 247,169 177,169 1,446,824 1,483,53f 462,021 (99,585
continued operations )
Net income in current period 165,297 121,649 1,096,10 976,544 391,664 (95,085
Loss of discontinued - - - -
operations i i
Net mcompeeggzs) in current 165,29 121,649 1,096,10 976,541 391,664 (95,085
Other comprehensive incomg
in current period (32,681 (109,143 (12,964] (121,162 (173,745 (69,352
(Netincomg
Total comprehensive income 132 611 12,506 1,083,13¢ 855,383 217,923 164,43]
in current period '
Net income attributable to the
shareholders 165,297 121,649 1,096,10 976,544 419,89 (87,790
of parent company
Net income attributable to - - (28,224 (7,295
uncontrolled equity i i
Comprehensive income
attributable to the shareholder 132,611 12,504 1,083,13f 855,384 251,364 (157,800
of parent company.
Comprehensive income
attributable to uncontrolled - - - - (33,442 (6,637
equity
Earnings per share (NTD) 2.22 1.52 9.59 7.89 3.28 (0.64

Note: The financial information stated abdwes been audited or reviewed by CPAs

(111) Names of the external auditors and audit opinions in the last 5:years

Year Name of CPA office Nggee)ggﬁgf‘gﬁitgpse Audit opinions
2015 PWC Taiwan SekKal LHigi,a%hirrMu Unqualified opinion
2016 PWC Taiwan SekKal Lighg;';GCheng Unqualified opinion
2017 PWC Taiwan Hsigr?éﬁiehgnbhen Unqualified opinion
2018 PWC Taiwan H%ﬁﬁf&ﬁnﬁ’s%gen’ Unqualified opinion
2019 PWC Taiwan Hsé?]?rﬁ\lxﬁnggggn, Unqualified opinion
2020 Q1 PWC Taiwan Xiﬁgﬁgﬁg%ig&]g n, Quialified opinion

Note: The above consolidated financial report has been audited or reviewed by CPAs.

78



Il. Financial analysis of the last 5 years

Yeal Financial analysis of the last 5 years As of
March 31,

Items for analysis (Note 1) 2015 2016 2017 2018 2019 2020
Financial |Liabilities to assets ratio 56.25 48.81 48.21 51.29 48.32 46.77
Stucture|Longterm capital to propert 13374 15021 2027  180.9 17244  181.2¢

% plant and equipmematio
Ability to Current ratio 114.39 142.44 219.4( 155.99 174.01 187.11
enay deptQUICk ratio 94.15 116.45 190.94 1403 153.79  161.4
pay |Debt service coverage ratio 1,226.2] 665.57 2,045,545 1,206.5( 486.54 (312.58
éﬁg;’m receivable turnovef 2.70 2.49 2.49 1.62 1.24 0.91
Average days of collection 135 147 146 225 294 401
Inventory turnover (time) 7.5] 6.41 7.11 6.7Q 5.97 4.44
Utility éﬁg;’m payable turnover 3.21 3.44 454 5.35 461 3.88
Average days of sale 49 57| 51 54 61 82
Property, plant, and 1.75 1.60 2.41 2.12 1.47 0.93
equipment turnover

Total asset turnover (time) 0.81 0.72 0.95 0.79 0.56 0.37
Return on assets (%) 6.13 4.27 20.77 14.09 5.29 (3.04
Return on equity (%) 13.25 7.34 38.17 25.32 8.44 (7.28
Profitability ('%E)T to paidin capital ratio 33.20 1074 13500 12524  402d (3197
Net income ratio 6.82 4.88 20.78 16.96 7.64 (10.31
Earnings per share (NTD) 2.22 1.45 10.53 8.28 3.28 (0.64
Cash flow ratio (%) 49.25 9.86 14.68 24.8Q 60.75 5.00
Cashflows |Cash flow adequacy ratio (9 48.09 44.44 38.27 37.61 46.05 42.3]
Cash reinvestment ratio (%) 20.92 1.51 1.96 3.60 13.93 1.5§
Leverage Operating leverage 2.48 2.67 1.52 1.59 3.01 (1.53
9 Financial leverage 1.10 1.16 1.05 1.10 1.28 0.83

Explain the reasons for the changes in the financial ratios of the last 2 years. (No analysis is necessary if the itham

the range of 20%)

1. Debt service coverage ratio: Mainly due to inteeegtenditure is less than net profit of income tax interest expenseq

resulting in a decrease of debt service coverage ratio.

P. Account receivable turnover: Mainly due to the impact of theGQb#a trade conflict in the first half, resulting in poor

sales okend products. Although receivables were able to be recovered, the account receivable turnovers for first

second quarters were only approximately 0.65 and 1.26. Benefited by the revenue growth in the second half, alg

receivables gradually recoverehe account receivable turnovers for the third and fourth quarters have improved t

and 1.7. Related turnovers have improved to the same level as the previous year. Even though the Company wa

by the coronavrirus in the first quarter, rieedbles were abled to be gradually recovered; as of March 2020, approxi

NT$1.1 billion receivables have been recovered.

3. Average days of collection: Mainly due to the decease of account receivable turnover, resulting in an increase of

days ofcollection.

1. Property, plant, and equipment turnover (time): Mainly due to the decrease in net sales and the increase of fixed

the emerged company, resulting in a decrease in turnover.

b. Total asset turnover: Mainly due to the decrease of netaatethe increase of fixed assets for the emerged compan

resulting in a decrease in total asset turnover.

6. Return on assets: Mainly due to the decrease of profit and the increase of fixed assets for the emerged compan

in a decrease in returma@ssets.

7. Return on equity: Mainly due to the decrease of pr
resulting in a decrease in return on equity.

8. EBT to paidin capital ratio: Mainly due to the decrease of income from operatidrthe increase in paid capital for
corporate bonds converted to common shares, resulting in a decrease in the ratio.

0. Net income ratio: Mainly due to the impact of the-OBina trade conflict that led to a decrease in revenue and incre
operatingcosts, resulting in a decrease of net income ratio.

10. Earnings per share: Mainly due to the decline of net by approximately 9% compared to the previous period, an
increase in corporate bonds converted to common shares, resulting in a decrease of EPS.

11. Cash flow ratio: Mainly due to the increase of depreciation expenses, accounts payable and cash flows from of
activities, resulting in an increase of cash flow ratio.

12. Cash flow adequacy ratio: Mainly due to the increase of cash flows from busatieiges and the decrease of capitg
expenditure, resulting in an increase of cash flow adequacy ratio.

[13. Cash reinvestment ratio: Mainly due to the increase of depreciation expenses, accounts payable and cash
operating activities, resulting an increase of cash reinvestment ratio.

[14. Operating leverage: Mainly due to the decease of operating revenue by 15%, resulting in an increase o
leverage.

Note 1: The financial information was consolidated and has been audited or reviewed.
Note 2: In the analysis of cash flows, net cash flow from operation refers to net cash inflow from operation. Net
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cash outflow was excluded from the calculation.
Note 3: The equations for the calculation of financial analysis are shown below:

1. Financal Structure
(1) Liabilities to assets ratio = Total liabilities/total assets
(2) Longterm capital to property, plant and equipment rat{total equity + norcurrent liabilities)/net
property, plant and equipment

2. Ability to repay debts
(1) Current réio = current assets/current liabilities
(2) Quick ratio = (current assdtsnventoryi prepayment)/ current liabilities
(3) Debt service coverage ratio = EBIT/interest expense in current period

3. Utility

(1) Receivables (including account receivalaied note receivables from business operation) turnover =
net sale/balance of average receivables in each period (including account receivables and note
receivables from business operation).

(2) Average days of collection = 365/ account receivable turnover

(3) Inventory turnover = cost of sale/ average inventory

(4) Payables (including account payables and note payables from business operation) turnover = net
sale/balance of average payables in each period (including account payables and note payables from
business operation).

(5) Average days of sale = 365/inventory turnover

(6) Property, plant, and equipment turnover = net sale / average net property, plant, and equipment

(7) Total asset turnover = net sale/ average total assets

4. Profitability
(1) Returnon assets = [net income + interest expensetaxtate)] / average total assets
(2) Return on equity = net income / average total equity
(3) Net income ratio = net income/net sale
(4) Earnings per share = (income attributable to parent conippreferrel share dividend) / weighted
average outstanding shares (Note 4)

5. Cash flows
(1) Cash flow ratio = cash flow from operation /current liabilities
(2) Net cash flow adequacy ratio = net cash flows from operation in the last 5 years / (capital expenditures
+ inventory increment + cash dividend) of the last 5 years
(3) Cash reinvestment ratio = (net cash flows from operéaticash dividend) / (gross property, plant, and
equipment + other neaurrent assets + working capital) (Note 5)

6. Leverage:

(1) Operaing leverage = (net salésvariable operating cost and expense) operating income (Note 6)
(2) Financial leverage = operating income / (operating indoimgerest expense)
Note 4: Pay attention to the followings in the measurement of earnings per share:

1. The calculation shall be based on the weighted average quantity of outstanding shares, not the quantity
of outstanding shares as of the last day of the year.

2. If additional capital was raised by offering new shares, or there are transactionsuo§ shages,
consider the outstanding period in the calculation of the weighted average quantity of outstanding
shares.

3. If there is capitalization of retained earnings or additionaljpad@dpital into new shares, make
retrospective adjustment in pration to the amount of additional capital raised in the calculation of
earnings per share of the previous period and the interim period. The duration of the offering of new
shares for raising additional capital could be omitted.

4. If the preferred shaseare unconvertible accumulated preferred shares, the dividend of the year
(released or not) shall be subtracted from net income, or add to net income., If the preferred shares are
not accumulative, the dividend of preferred shares shall be subtracteddtamsome where
applicable. If there is loss, no adjustment is necessary.

Note 5: Pay attention to the followings in the analysis of cash flows:

1. Net cash flow from operation refers to the net cash inflows from operation as presented in the
statemenbf cash flows.

2. Capital expenditure refers to the cash outflow for capital investment every year.

3. The increase in inventory should only be included in the calculation if only the balance at the ending of
period is greater than the balance at thertrég of period. Put it zero if there is a decrease of
inventory at the end of the period.

4. Cash dividend includes the cash dividends of common shares and preferred shares.

5. Gross property, plant and equipment refer to property, plant and equipsfienst the subtraction of
accumulated depreciations.
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IIl. Review Report of the Audit Committee on the financial statements of the most recent year
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IV. Financial Statements of the most recent year

!
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REPORT OF INDEPENDENT ACCOUNTANTS TRANSLATED FROM CHINESE

PWCR19000416
To the Board of Directors and Shareholders of CONCRAFT HOLDING CO.. LTD.

Opinion

We have audited the accompanying consolidated balance sheets of CONCRAFT HOLDING CO., LTD.
and its subsidiaries (the “Group™”) as of December 31, 2019 and 2018, and the related consolidated
statements of comprehensive income, of changes in equity and of cash flows for the years then ended.
and the notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of December 31, 2019 and 2018, and its
consolidated financial performance and its consolidated cash flows for the years then ended, in
accordance with the “Regulations Governing the Preparation of Financial Reports by Securities
Issuers™ and the International Financial Reporting Standards, International Accounting Standards,
IFRIC Interpretations, and SIC Interpretations as endorsed by the Financial Supervisory Commission.

Basis for opinion

We conducted our audit of the consolidated financial statements as of and for the year ended December 31,
2019 in accordance with the “Regulations Governing Auditing and Attestation of Financial Statements by
Certified Public Accountants™, “Rule No. Financial-Supervisory-Securities-Auditing-1090360805 issued
by the Financial Supervisory Commission on February 25, 2020 and generally accepted auditing
standards in the Republic of China (ROC GAAS); and in accordance with the ‘‘Regulations Governing
Auditing and Attestation of Financial Statements by Certified Public Accountants™ and ROC GAAS for our
audit of the consolidated financial statements as of and for the year ended December 31, 2018. Our
responsibilities under those standards are further described in the Independent Accountant’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the Code of Professional Ethics for Certified Public
Accountants in the Republic of China, and we have fulfilled our other ethical responsibilities in accordance
with this Code. Based on our audits, we believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

VS @R HIMSSHAT  PricewaterhouseCoopers, Taiwan

11012 ZEACTS #E [ SEEF 85— P 333 it 27 #4

27F, No. 333, Sec. 1, Keelung Rd., Xinyi Dist., Taipei 11012, Taiwan
T: +886 (2) 2729 6666, F:+ 886 (2) 27209 6686, www.pwe.tw
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the consolidated financial statements of the current period. These matters were addressed
in the context of our audit of the consolidated financial statements as a whole and, in forming our
opinion thereon, we do not provide a separate opinion on these matters.

Evaluation of accounts receivable

Description

Please refer to Note 4(10)(11) to the consolidated financial statements for accounting policy on
recognition and evaluation of accounts receivable; Note 5(2) for uncertainty of accounting estimates
and assumptions in relation to evaluation of accounts receivable; and Note 6(5) for the details of
accounts receivable. As of December 31, 2019, the accounts receivable and allowance for bad debts
amounted to NT$4,216,097 thousand and NT $27,302 thousand, respectively.

The Group recognized accounts receivable by selling goods to customers in the ordinary course of
business, and collected according to the individual credit period of each customer. Allowance for bad
debts is estimated based on the unrecoverable amount by referring to the aging analysis, historical
experience and present financial conditions of each customer. In addition. the Group estimates
unrecoverable amount based on the loss rate calculated by aging of accounts receivable past due as
well as taking into consideration the industry forward-looking assessment to estimate expected credit
loss. As of December 31, 2019, past-due accounts receivable amounted to NT $1,076,184 thousand.
Since the amount was significant and subject 1o management’s judgement associated with past-due and
unrecoverable amount, the evaluation of accounts receivable was identified as a key audit matter.

How our audit addressed the matter

Our key audit procedures performed in respect of the above included the following:

1. Based on our understanding of the Group operation and sales transaction counterparty. assessed the
reasonableness of procedures and policies used to determine allowance for bad debts, including the
objective evidences that the management used to prove that accounts receivable has been impaired,
and the policies that were used to determine the losses on bad debits.

2. Obtained the overdue aging report used when management assessed the impairment of accounts
receivable, assessed whether the logic of data source was consistently applied, and tested its
accuracy with proper documents:; and assessed the reasonableness of estimation that management
adopted to estimale expected credit loss. including forward-looking adjustments, subsequent
collections and economic conditions affecting customers.

3~
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3. Checked and tested accounts receivable aging analysis report which was classified by customers.
Sampled individual customers to verify historical information of collection, considered subsequent
events and discussed with management the recoverability of past-due accounts in order to evaluate
the reasonableness of the losses on bad debts.

Evaluation of inventories

Description

Please refer to Note 4(14) to the consolidated financial statements for accounting policy on inventory
valuation; Note 5(2) for accounting estimates and assumption uncertainty in relation to inventory
valuation; and Note 6(7) for the details of inventory. As of December 31, 2019, inventories and
allowance for inventory valuation losses amounted to NT$663,183 thousand and NT$109,208
thousand, respectively.

The Group is primarily engaged in manufacturing and selling of electronic connectors and related
mold components. Due to the rapid changes in technology of the industry, short life cycle of products
and highly fluctuation of market price, there is a higher risk of incurring inventory valuation losses or
having obsolete inventory. The inventories are measured at the lower of cost and net realisable value,
and the Group provides for losses based on individual net realisable value of inventories that are over a
certain age and individually identified as obsolete or slow-moving inventories. Since the amount of
inventories were significant with voluminous items and subject to management’s judgement in relation
to inventory obsolescence or slow-moving inventories, the evaluation of inventories was identified as a
key audit matter.

How our audit addressed the matter

We performed the following audit procedures on the above key audit matter:

I. Based on our understanding of the Group’s operation and the nature of the industry, assessed the
reasonableness of procedures as well as policies on providing allowance for inventory valuation
losses, including the classification of inventory for determining net realizable value and the
reasonableness of determining the obsolescence inventory.

2. Verified the appropriateness of the system logic in inventory aging report which the Group used for
inventory valuation, in order to confirm the report information was consistent with policies.

3. Sampled and tested individual inventory item to verify the accuracy of sales price and purchase
price, verified the appropriateness of net realisable value estimation, and assessed the
reasonableness of allowance for inventory valuation losses.
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Responsibilities of management and those charged with governance for the financial
statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the “Regulations Governing the Preparation of Financial Reports by
Securities Issuers™ and the International Financial Reporting Standards. International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations as endorsed by the Financial Supervisory
Commission, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance, including Audit Committee, are responsible for overseeing the
Group's financial reporting process.

Independent accountant’s responsibilities for the audit of the consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue a report that
includes our opinion. Reasonable assurance is a high level of assurance, but it is not a guarantee that an
audit conducted in accordance with ROC GAAS will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.
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As part of an audit in accordance with ROC GAAS, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

ls

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal controls.

. Obtain an understanding of internal controls relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal controls.

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

estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our report to the
related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
report. However, future events or conditions may cause the Group to cease to continue as a going
concern.

.Evaluate the overall presentation, structure and content of the consolidated financial statements,

including the footnote disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or

business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding 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.

-
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our 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.

Chen, Hsien-Cheng Hsiao, Chin-Mu

For and on behalf of PricewaterhouseCoopers, Taiwan
March 30, 2020

The accompanying consolidated financial statements are not intended to present the financial position and results of
operations and cash flows in accordance with accounting principles generally accepted in countries and jurisdictions other
than the Republic of China. The standards, procedures and practices in the Republic of China governing the audit of such
financial statements may differ from those generally accepted in countries and jurisdictions other than the Republic of
China. Accordingly, the accompanying consolidated financial statements and report of independent accountants are not
intended for use by those who are not informed about the accounting principles or auditing standards generally accepted in
the Republic of China, and their applications in practice.

As the financial statements are the responsibility of the management, PricewaterhouseCoopers, Taiwan cannot accept any
liability for the use of, or reliance on, the English translation or for any errors or misunderstandings that may derive from
the translation.

= 3
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CONCRAFT HOLDING CO.. LTD. AND SUBSIDIARIES

CONSOLIDATED BATANCE SHEETS
DECEMBER 31. 2019 AND 2018

(Expressed in thousands of New Taiwan dollars)

December 31. 2019

December 31. 2018

Assets Notes Amount % Amount %
Current assets
1100  Cash and cash equivalents 6(1) $ 308377 4 208,544 2
1136 Current financial assets at amortised cost 6(4) and 8 318 - - -
1150  Notes receivable, net 6(5)(6) and 8 39,320 - 535,603 7
1170 Accounts receivable, net 6(5) and 12(2) 4,188,795 41 3,485,600 43
1200 Other receivables 54,734 1 64.867 1
1220 Current tax assets 8.060 - - -
130X  Inventories, net 6(7) 553,975 5 428.508 5
1410 Prepayments 77.393 1 53,460 1
1460 N?:rcsl;:nr;lssﬂs o disposal groups classified as held 6(13) 05707 . ) )
1470 Other current assets 8 4004 - 41,175 -
11XX  Current Assets 5422672 53 4817847 59
Non-current assets
Non-current financial assets at fair value through profit or 62)
1510 loss 310 - - -
Ff.nancial assets at far value through other comprehensive 6(3)
1517 income-non current 703 - 66,000 1
1600  Property. plant and equipment. net 6(9) and 8 4,139,490 40 2,800,741 34
1755  Right-of-use assets 6(10) and 8 228817 2 - -
1780  Intangible assets, net 6(12) 209,980 2 28.435 -
1840  Deferred income fax assets 6(30) 86.500 1 26711 -
1915 Prepayments for business facilities 59.654 1 162,300 2
1020  Guarantee deposits paid 14,054 - 18,037 -
1085 Long-term lease prepayments 8 - - 119.470 2
1900 Other non-current assets, others 8 92037 1 123721 2
15330 Non-current assets 4832553 47 335534 41
1XXX Total assets § 10255225 _ 100 § 8173171 _ 100
(Continued)
~8-
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CONCRAFT HOLDING CO.. LTD. AND SUBSIDIARTES

CONSOLIDATED BATANCE SHEETS

DECEMBER 31. 2012 AND 2018

(Expressed in thousands of New Taiwan dollars)

December 31, 2019

December 31, 2018

Liabilities and Equity Notes Amount % Amount _ %
Current liabilities
2100 Short-term borrowings 6(14) $ 132,150 18 - -
2130 Contract liabilities-current 6(24) 3.305 - 82 -
2150  Notes payable 4937 - 3.598 -
2170 Accounts payable 050.078 o 538.500 7
2200 Other payables 6(15) 716.789 7 521,977 6
2220 Other payables to related parties 7 211470 2 - -
2230 Current income tax liabilities 19.644 - 132.118 2
2260 Liabi].{_l:ies related to non-current assets or disposal groups 6(13)
classified as held for sale 67.108 1 - -
2280 Current lease liabilities 50,793 1 - -
2365 Current refund liabilities 46.350 - 22,971 -
2399 Other current liabilities 6(17) 904597 9 1869403 23
21XX Current Liabilities 3.116311 _ 30 3.088.649 _ 38
Non-current liabilities
2530 Bonds payable 6(16) 45,910 - - -
2540 Long-term borrowings 6(17) 1.234.802 12 820.668 10
2570 Deferred income tax liabilities 6(30) 481.100 5 261.625 3
2580 Non-current lease liabilities 55,308 1 - -
2600 Other non-current liabilities 2460 - 20870 -
25300 Non-current liabilities 1,838,580 18 1.103.163 _ 13
233X Total Liabilities 4.954.801 48 4101812 51
Equity
Equity attributable to owners of parent
Share capital 6(19)(20)
3110 Share capital - common stock 1.366.843 13 1,184,101 15
Capital surplus 6(21)
3200 Capital surplus 2.676.711 27 1421813 18
Retained earnings 6(22)
3310 Legal reserve 259,526 3 159.312 2
3320 Special reserve 217.563 2 95,105 1
3350  Unappropriated retained eamings 1.025.482 10 1.483.219 18
Other equity interest 6(23)
3400 Other equity interest ( 437.877) ( ) ( 288137y (4
Treasury shares
3500 Treasury shares ( 74033 D( U
IIXX Total equity attributable to owners of parent 5034215 49 3981359 49
3633 Non-controlling interests 4(3) 266,119 3 - -
3300 Total equity 5300334 _ 52 3081350 49
Significant contingent labilities and unrecognised
contract commitments 9
Significant events after the balance sheet date 11
330X Total liabilities and equity § 10255225 100 ¢ 8173.171 _ 100

The accompanying nofes are an integral part of these consolidated financial statements.
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CONCRAFT HOLDING CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
YEARS ENDED DECEMBER 31, 2019 AND 2018

(Expressed in thousands of New Tarwan dollars, except earmngs per share amounts)

2019 2018
Ttem Notes Amount _ % Amount %
4000  Sales revenue 6(24) $ 5.124.518 00§ 5.757.902 100
5000  Operating costs 6(7)(28) and 7(2) ( 3472594) 68 ( 3.388.653) ( 59)
5950 Net operating margin 1651924 _ 32 2360249 41
Operating expenses 6(28)(29)
6100  Selling expenses ( 107.965) ( ) ( 91.182) 1
6200  General and admimstrative expenses ( 390.898) ( 8) ( 337907y Q)
6300  Research and development expenses ( 589.218) ( 11) ( 452805) ( 8
6450 Impairment loss determined in accordance with IFRS © 12(2) ( 14312 - 2832 _ -
G000  Total operating expenses ( 1.102.393) ( 21) ( 879.062) (_ 15)
6900  Operating profit 3490531 11 1490187 _ 26
Non-operating income and expenses
7010 Other income 6(23)7(2) 53,027 1 125.482 2
7020 Other gains and losses 6(26) ( 20750 1 1.940 -
7050  Finance costs 6(27) ( 119527 ( 2 ¢ 134079 (  2)
Share of loss of associates and joint ventures accounted
1060 for using equity method, net ( 247 N N
7000 Total non-operating income and expenses ( 8750 () 6.652) _ -
7900  Profit before income tax 462 027 o 1.483.535 26
7950  Income fax expense 6(30) ( 70339 (I ( 506900y (9
8200  Profit for the year g 301,668 :8 $ 976,545 4
Other comprehensive income (loss)
Components of other comprehensive income (loss) that will not be
reclassified to profit or loss
831 Loss on remeasurements of defined benefit plans (5 80) - - -
Unrealised losses from investments in equity instruments measured
8316 at fair value through other comprehensive income { 320) - 643) -
Other components of other comprehensive income that will not be
8341 reclassified fo profit or loss 57.466 1 - -
that ) .
8349 will not be reclassified to profit or loss 16 - - -
Components of other comprehensive income (loss) that will be
reclassified to profit or loss
Other components of other comprehensive income that will not be
8361 reclassified to profit or loss ( 228019 ( 5) ( 120519y ()
Equity related to non-current assets or disposal groups classified
8363 as held for sale ( 1.809) - - -
8300  Other comprehensive loss, net (% 173745 (D (8 121.162) )
8500  Total comprehensive income for the year $ 217,023 _4 < 855,383 #
Profit, artriburable to:
8610  Owners of the parent $ 410,802 8 3 076,545 17
8620  Non-controlling interest ( 28224y - - -
Toral § 391668 _ 8 8 976545 _ 17
Comprehensive income attributable ro:
8710 Owners of the parent $ 251.365 508 855.383 15
8720  Non-controlling interest ( BMAHC D - -
Total $ 217923 4 § 855383 _ 15
9750  Basic earnings per share 6(31) 5 328 § 7.89
9850  Diluted earnings per share 6(31) 5 3.08 § 7.85
The accompanying notes are an integral part of these ¢ lidated financial

~10~
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Year 2018
Balance at Japuary 1, 2018
Net income for 2018
Orther comprehensive loss for 2018
Total comprehensive income
Appropriation of 2017 earnings
Legal resarve
Special reserve
Cash dividends

Cspital surphas transferred to capital
Employees' stock options expired

Exercise employee stock options
Balance at December 3.

018

Year 2010
Balance at Japuary 1, 2019
MNet income (Joss) far 2019
Other conyprehensive loss for 2019

Total conprehensive income (loss)

Effect from changes in functional currency

Appropriation of 2018 earnings
Legal resarve
Special reserve
Cash dividends

Issuznce of comvertible bonds

Conversion of convertible bonds

Capital surplus transferred to capital
Employees' stock opticas expired
Difference berween considerstion and carrying
ubsidiaries acquired or disposed
Disposal of investments in equity instrements
designated at fair value through other comprehensive income

amount o

Balance at Decamber 31, 2019

CONCRAFT HOLDING CO.. LTD. AND SUBSIDIARIES

YEARS ENDED DECEMEER 31. 2019 AND 2018
(Expressed in thousands of New Taiwan dollars)

Equity atribwable to owners of the parent

Remined earnings Orther equity interest
Unrealised gains
{losses) on financisl
assats measured
Cunmilative at fair value
manslation through other
Share capital Unappropristed differences of conmprebansive Non-controlling
Dotes ~common stock ‘Capital surplus Lezal reserve Special resarve Tetained earmings  foreign operations mcome Oithers Treasury shares Total mterest Total equity
3 1450200 § 0700 § 2141 § 1165107 (§ 95.105) § - % 13 -3 1 3 3.731.854
- - - - 076,543 - - - 5
- - - - - 130.519) ( 543) - - 121.167)
- - - - 975,545 120.519) ( §43) - 835,383
6022,
- - 100,610 - q 100,610) - - - - - - -
- - - 12964 ( 12,964) - - - - - - -
- - - - q $35,850) - - - - 535,859) - 535.830)
6(21) ( - - - - - - - - - -
6(19) . - - B S T B -
6(20) - - - - - - - - ( T4144) ( -
1184101 3§ 1421813 § 150312 § 85105 § ] #43) (3 4140 3§ 3 - 3 3,081,350
1184101 § 1421813 § 150312 § 93105 § 1483019 § 21564 3§ 3 5 71.870 -§ 14 3 398135 % 3
- - - - 419,802 - - - 210,892 ( 28.124)
- - - = L 10 168.184) ( 400 ( 284 = L ) 38 [
- - - - 419,882 | 168,184) ( 400 284 - 251.365 | 33440
4{4) and 6(22 - 51,523) 2,559 1 ( 10.326) - - 396 131 - 57.466)
822 -
- 07,655 - ¢ ©7,655) - - - - - - -
- - - 121,161 121,161) - - - - - - -
- - - - q 47,834) - - - - -
6(16)(19) and (20) - - - - - - - - -
620 123,168 - - - - - - - -
621y 58804 ( - - - - - - - - - -
6(19)(20) and (21) 590 - - - - - ( 20) - 25,043
- - - - £43) - 543 - - - - -
1366843 3§ 2676711 § 250526 § 21756 § (3 383.808) (5 400 (3 54.020) (3 74033) § 3 3 5300334

The accompanying notes are an imegral part of these consolidared Snancial staements.
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CONCRAFT HOLDING CO.. LTD. AND SUBSIDIARTES
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER. 31. 2019 AND 2018
(Expressed in thousands of New Taiwan dollars)

Notes 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax for the year $ 462,027 § 1.483,535
Adjustments to reconcile profit before tax to net cash provided by operating activities
Income and expenses having no effect on cash flows
Depreciation 6(28) 1.021.370 639,758
Amortization 6(28) 140426 266.932
Expected credit gain 12(2) 14312 ( 2.832)
Net gain on financial assets or liabilities at fair value through profit or loss 6(26) ( 5.504) -
Interest expense 6(27) 110589 134.074
Interest income 6(25) { 2.126) ( 4.353)
Bond discount amortization 8038 -
Compensation cost of employee restricted shares 6(19) 25.043 3,053
Share of loss of associates and joint ventures accounted for using equity method 247 -
Gain on disposal of property. plant and equipment 6(26) ( 8.603) ( 897)
Changes in assets/liabilities relating to operating activities
Net changes in liabilities relating to operating activities
Notes receivable 489001 ( 512.420)
Accounts receivable ( 645.792) ( 473.928)
Other receivables { 767) ( 40.768)
Inventories ( 114.722) 18.691
Other current assets 7746 ( 21.426)
Prepayments ( 17.710) 35.805
Net changes in liabilities relating to operating activities
Notes payable { 2.013) 1.376
Contract liabilities-current 3.348 82
Accounts payable 426.686 ( 183,056)
Other payables 169.997 ( 87.454)
Current refund liabilities 23379 22,071
Other current liabilities { 4.553) 3,259
Other non- current liabilities { 2.153) ( 893)
Defined benefit liability ( 393) -
Cash generated from operations 2,008,773 1,281,507
Interest received 2,126 4.353
Interest paid ( 140.503) ( 113,079)
Income tax paid ( 67.176) ( 350.073)
Net cash provided by operating activities 1.893.220 813.708
(Continued)
~12~
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CONCRAFT HOLDING CO.. LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASHFLOWS
YFEARS ENDED DECEMBER 31. 2019 AND 2018
(Expressed in thousands of New Taiwan dollars)

The accompanying notes are an integral part of these consolidated financial statements.
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Notes 2019 2018
CASH FLOWS FROM INVESTING ACTIVITIES
Net cash inflows from business combination 115.872 -
Decrease in financial liabilities at amortised cost - 18.415
Increase in financial assets at fair value through other comprehensive income-non current 34.001) ( 66.643)
Acquisition of property, plant and equipment 6(33) 2.011.751) ( 1.027.342)
Proceeds from disposal of property. plant and equipment 30,555 $6,228
Acquisition of use-of-right assets 15.128) -
Agcquisition of intangible assets 36.792) ( 14.827)
Acquisition of land access rights -0 28.669)
(Tncrease) decrease in restricted assets 8 490 369) 20,585
Increase in refundable deposits 449 ( 13.342)
Increase (decrease) in other non-current assets 6.970 ( 181.680)
Net cash used in investing activities 1.993.186) ( 1.198.273)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term loans 137.058 -
Increase in other payables 14.318) -
Proceeds from issuance of convertible bonds (Including issuing costs) 1,528,513 -
Proceeds from long-term loans 2.880.874 1.569.546
Repayment of long-term loans 3,381.986) ( 866.207)
Increase in other payables to related parties 211.470 -
Payment of cash dividends 647.834) ( 535.859)
Repayment of principal portion of lease liabilities 6(10) 46.078) -
Acquisition of treasury shares - 74.144)
Net cash provided by financing activities 666.799 03,246
Effects of changes in foreign exchange rates 362.267) ( 24.213)
Increase (decrease) in cash and cash equivalents 204.566 ( 315.,534)
Cash and cash equivalents at beginning of year 208544 524.078
Cash and cash equivalents at end of year 413.110 § 208.544
Composition of cash and cash equivalents
Cash and cash equivalents reported in the balance sheet 308377 § 208,544
Disposal groups classified as held for sale. net 6(13) 14.733 -
Cash and cash equivalents at end of year 413.110 § 208.544




CONCRAFT HOLDING CO., LTD AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018
(Expressed in thousands of New Taiwan dollars, except as otherwise indicated)

1.HISTORY AND ORGANIZATION
CONCRAFT HOLDING CO., LTD (the "Company") was incorporated as an investment holding
company in the Cayman | sl ands strunturiigeiplinewt tha 2 (
Groupbs plan for the Company to register for
apply for listing on the Taiwan Stock Exchange. The Company acquired 100% ownership of
Dragonstate Technolaotgeyo )Coi.n Qcttdo b e(rfi D2r0a0g9 nksyt w :
of 1:2.354859 and became the holding company of Dragonstate. The Company and its subsidiarie
(collectively referred herein as the AGroupo)
conkctors and related mold components. The C
Stock Exchange from November 11, 2016.

2.THE DATE OF AUTHORISATION FOR ISSUANCE OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND PROCEDURES FOR AUTHORISATION
These consolidad financial statements were authorized for issuance by the Board of Directors on
March 26, 2020.

3.APPLICATION OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS
(1) Effect of the adoption of new issuances of or amendments to International Financial Reporting

Standards (Al FRS0) as endorsed by the Financ

New standards, interpretations and amendments endorsed by FSC effective from 2019 are a

follows:
Effective dae by
International
Accounting
New Standards, Interpretations and Amendments Standards Boarc
Amendments to | FRS 9, O0Prepaymen Januaryl, 2019
|l FRS 16, OLeasesbd January 1, 2019
Amendments to I AS 19, 6Pl an amen January 12019

Amendments totdrABB 28t erddeotng i n a Januaryl, 2019
|l FRI'C 23, 6Uncertainty over i nco Januaryl, 2019
Annual improvements to IFRSs 202817 cycle January 1, 2019
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Except for the followingthe above standards and interpretations have no significant impact to the
Groupbés financial condition and financi al pe

|l FRS 16, 6Leasesob:

Al FRS 16, o6Leasesb6, replaces | An8 SICs/ The shahdard s e ¢
reqguires | esseesnfutse rascsed i saemda addieqtste | i a
with terms of 12 months or less and leases oflalue assets). The accounting stays the same
for lessors, which is to classify tihndeases as either finance leases or operating leases and
account for those two types of leases differently. IFRS 16 only requires enhanced disclosures tc
be provided by lessors.

B. The Group has elected to apply IFRS 16 by not restating the companétirreation (referred
herein as the &édmodified retr oseéeffecivein2@EO asppr
endorsed by FSC. Accordi-ofgbge, asbet Gr byp $20:¢«
0l ease |l iabilityd by-te® Te8se prapayments dby $d19,470 eviths e
respect to the lease contracts of lessees on January 1, 2019.

C. The Group has used the following practical expedients permitted by the standard at the date o
initial application of IFRS 16:

i. Reassessment as to wiat a contract is, or contains, a lease is not required, instead, the
application of IFRS 16 depends on whether or not the contracts were previously identified as
leases applying IAS 17 and IFRIC 4.

ii. The use of single discount rate to a portfolio of&ewith reasonably similar characteristics.

lii. The accounting for operating leases whose period will end before December 31, 2019 as
shortterm leases and accordingly, rent expense of $10,849 was recognized in 2019.
iv. The exclusion of initial directaot s f or t he meohussuer earsesnett 6o0.f O 1

D. The Group calculated the present value of lease liabilities by using the weighted average
incremental borrowing interest rate of 4.98%.

E.The Group recognized lease liabilities which had previouslybdera s si f i ed as 6o
under t he principles o f Il AS 17, OLeasesbd
commitments under IAS 17 measured at the present value of the remaining lease payments
di scounted wusing t he dratesaaeleadesliabilitiesrecegnmzed ds afl
January 1, 2019 is as follows:

Operating lease commitments disclosed by applying IAS 17 as at

December 31, 2018 $ 92,315
Less: Short-term leases ( 1,077
Total lease contracts amount recognised as lease liabilties by applying

IFRS 16 on January 1, 2019 91,238
Incremental borrowing interest rate at the date of initial application r 4.98%
Lease liabilties recognised as at January 1, 2019 by applying IFRS 16 $ 78,830




(2) Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not yet adopted b

the Group
New standards, interpretations and amendment®rsed by the FSC effective from 2020 are as
follows:
Effective date by
International
Accounting
New Standards, Interpretations and Amendments Standards Boarc

Amendment to | AS 1 and-DeéfiAt®n BMa téeDri January 1, 2020
Amendments to | FRS 3, 6Def i niti ol Januaryl, 2020
Amendments to | FRS 9, |l AS 39 and Januaryl, 2020

The above standards and interpretations have no significant impacthte Gr oup ds f
condition and financi al performance based on

(3) IFRSs issued by IASB but not yet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet included in the IFRS:
as endorsed e FSC are as follows:

Effective date by

International

Accounting
New Standards, Interpretations and Amendments Standards Boarc
Amendments to | FRS 10 and | AS 2 8 Tobedeterminec
aninvestoranditassoci ate or joint vent u bylnternational
Accounting

Standards Boarc
I FRS 17, &6l nsurance contractséo January 1, 2021
Amendments to I AS 1, O6CIl assi-durcrae Januaryl, 2022

The above standards and interpretations hay
condition and financi al performance based on
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in thegaration of these consolidated financial statements
are set out below. These policies have been consistently applied to all the periods presented, unle:
otherwise stated.




(1) Compliance statement

These consolidated financial statements of the Group havedrepared in accordance with the
ARegul ations Governing the Preparation of f
International Financial Reporting Standards, International Accounting Standards, IFRIC
Interpretations, and SIC Interpretationseaslorsed by the FSC (collectively referred herein as the
il FRSso) .

(2) Basis of preparation

A. Except for the following items, the consolidated financial statements have been prepared under
the historical cost convention:

a) Financial assets at fair value throyglofit or loss.

b) Financial assets at fair value through other comprehensive income.

c) Defined benefit liabilities recognised based on the net amount of pension fund assets less
preset value of defined benefit obligation.

B. The preparation of financiagtatements in compliance with IFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the Groupbs accounting
judgement or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 5.

(3) Basis of consolidation

A. Basis for preparation of consolidated financial statements:

a) All subsidiariesare ncl uded in the Groupb6s consol i da
are all 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
ahlity to affect those returns through its power over the eniynsolidation of subsidiaries
begins from the date the Group obtains control of the subsidiaries and ceases when the Grou
loses control of the subsidiaries.

b) Intercompany transactions, batas and unrealised gains or losses on transactions between
companies within the Group are eliminated. Accounting policies of subsidiaries have been
adjusted where necessary to ensure consistency with the policies adopted by the Group.

B. Subsidiaries inclded in the consolidated financial statements:

Ownership (%)

December December

Investor Subsidiary Main businessctivities 31,2019 _ 31,2018 _Description
The Company Dragonstatdechnology Co., Holding company and sale of 100 100
Ltd. (Dragonstate) connectors
The Company Concraft Technology Co., Ltd. Sale of connectors 100 100
(Concraft Technology)
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Ownership (%)

December December

Investor Subsidiary Main businessctivities 31, 2019 31,2018 Description

The Company Concraft Precision Co., Ltd.  Holding company 100 100
(Concraft Precision)

The Company Dragonstate International Sale of connectors 100 100
Technology Co., Ltd.
(Dragonstate International

Technology)
The Company OBO Pro.2 INC TW OBO) Research and development, 14.97 9.18 Notel
manufacturing and sale of
acoustic products
Dragonstate Kun Shan Dragonstate Research and development, 100 100

Electronic Technology Co., marketing and manufacturing

Ltd. (Kun Shan Dragonstate) of electronic connectors
sound components
automobile and optical
components

ConcraftPrecision Concraft Precision Manufacturing and sale of 100 100
Mechatronics (Kun Shan) molding components
Co., Ltd. (Concraft Kun

Shan)
Concraft Precision Concraft Precision Electronics Marketing and manufacturing 100 100
(Baoying) Co., Ltd. (Concraft of electronic connectors ,
Baoying) sound components araptical
components
Kun Shan Dragonstate Haojun Precision Electronic ~ Marketing and manufacturing 100 100
(Kunshan) Co., Ltd. (Haojun of electronic connectors,
Kunshan) sound and automobile
components
TW OBO OBO Seahorn International  Holding company 99 99 Notel
Co., Ltd(HK OBO)
TW OBO OP (VIRGIN) International Sale of acoustic products 100 100 Notel
Group Corporation (OP BVI)
TW OBO OBO Pro.2 INC (USAOBO) Research and development, 100 100 Note1&2

manufacturingand sale of
acoustic products

HK OBO Seahorn Electronic Co., Ltd Research and development, 100 100 Notel
manufacturing and sale of
acoustic products

Note 1:Although the Company holds 14.97% shareholding ratio of OBO Pro. 2 Ingasit
included as a subsidiary of the Company as the Company entered into an agreement
with its key shareholders on April 1, 2019 and acquired three out of five seats on the
Board of Directors, which grants the Company substantial control over the
decisionmaking on activities of OBO Pro. 2 Inc. .

Note 2:The subsidiary was established and invested by OBO Pro. 2 Inc. in September 2018

C. Subsidiaries not included in the consolidated financial statements: None.



D. Adjustments for subsidiaries with differentdbace sheet dates: None.

E.Nature and extent of the restrictions on fund remittance from subsidiaries to the parent company:
None.

F. Subsidiaries that have na@ontrolling interests that are material to the Group:
As of December 31, 2019, tm®n-controlling interest amounted to $266,119. The information
of non-controlling interest and respective subsidiaries is as follows:

Non-controlling interest
December 31, 2019

Principd place Ownership
Name of subsidiary of business Amount (%)
OBO Pro.2 INC (TW OBO) Taiwan $ 266,11¢ 85.03%

Summarised financial information of the subsidiaries:

Balance sheets

TW OBO
December 31, 2019
Current assets $ 289,569
Non-current assets 79,789
Current liabilties 137,061
Non-current liabilties 54,390
Total net assets $ 177,097
Statements of comprehensimeome
TW OBO
Year ended
December 31, 2019
Revenue $ 290,833
Loss before income tax ( 21,546
Income tax expense 2,226
Loss for the period from continuing operations ( 19,320
Loss for the period ( 19,320
Other comprehensive loss, ( net of tax) ( 5,256
Total comprehensive loss for the period $ 24,576




Statements of cash flows

Company
Year ended
December 31, 2019
Net cash used in operating activities $ 14,488
Net cash used in investing actvities ( 30,208
Net cash used in financing activities ( 6,785
Effect of exchange rates on cash and cash equivalents ( 1,829
Decrease in cash and cash equivalents ( 53,310
Cash and cash equivalents, beginning of period 138,518
Cash and cash equivalents, end of period $ 85,208
(4) Foreign currencyranslation
ltems included in the financi al statements
currency of the primary economic environme i n which the entity
currencyo). The Companydéds functional curren

consolidated financial statements are presented in New Taiwan dollars (NTD) under the
regulations of the local cougtwhere the consolidated financial statements are reported to the
regulatory authorities. Moreover, after taking into account the impact of efficient financing
management and dividend distribution, the Company, in the current year, changed its functional
currency from USD to NTD as resolved by the Board of Directors in response to the change in its
economic environment where NTD is used in the planning of financing activities for the Group
and in the financing activities ongoing in Taiwan. The effect dfi@ange in functional currency is
accounted for prospectively on January 1, 20
in foreign exchange ratesbo. The consolidat ec
t he Companyo6d hfeu o toiugproas!l paredent ati on currenc
A. Foreign currency transactions and balances

(a) Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions or valuation wheredtermemeasured.
Foreign exchange gains and losses resulting from the settlement of such transactions are
recognised in profit or loss in the period in which they arise.

(b) Monetary assets and liabilities denominated in foreign currencies at the pedoaresn
re-translated at the exchange rates prevailing at the balance sheet date. Exchange difference
arising upon rdranslation at the balance sheet date are recognised in profit or loss.
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(c) Nonrmonetary assets and liabilities denominated in foreigmenares held at fair value
through profit or loss are {teanslated at the exchange rates prevailing at the balance sheet
date; their translation differences are recognised in profit or lossnidoetary assets and
liabilities denominated in foreign cumreies held at fair value through other comprehensive
income are rdranslated at the exchange rates prevailing at the balance sheet date; their
translation differences are recognised in other comprehensive income. However,
nornrmonetary assets and liabii§ denominated in foreign currencies that are not measured
at fair value are translated using the historical exchange rates at the dates of the initial
transactions.

(d) All foreign exchange gains and losses are presented in the statement of comprehensive
i ncome within éother gains and | ossesé.
B. Translation of foreign operations
The operating results and financial position of all the group entities, that have a functional

currency different from the presentation currency are translated into the preseatatency
as follows:

(a) Assets and liabilities for each balance sheet presented are translated at the closing exchang
rate at the date of that balance sheet;

(b) Income and expenses for each statement of comprehensive income are translated at averac
exchange rates of that period; and

(c) All resulting exchange differences are recognised in other comprehensive income.
(5) Classification of current and nanurrent items

A. Assets that meet one of the following criteria are classified as current asisetajise they are
classified as nogurrent assets:

(a) Assets arising from operating activities that are expected to be realised, or are intended to be
sold or consumed within the normal operating cycle;

(b) Assets held mainly for trading purposes;
(c) Assets that are expected to be realised within twelve months from the balance sheet date;

(d) Cash and cash equivalents, excluding restricted cash and cash equivalents and those that a
to be exchanged or used to pay off liabilities more than twelve maiftiisthe balance
sheet date.

B. Liabilities that meet one of the following criteria are classified as current liabilities; otherwise
they are classified as narrent liabilities:

(a) Liabilities that are expected to be paid off within the normal opeyatycle;
(b) Liabilities arising mainly from trading activities;
(c) Liabilities that are to be paid off within twelve months from the balance sheet date;
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(d) Liabilities for which the repayment date cannot be extended unconditionally to more than
twelve months after the balance sheet date. Terms of a liability that could, at the option of
the counterparty, result in its settlement by the issue of equity instruments do not affect its
classification.

(6) Cash equivalents

A. Cash equivalents refer to sheetm, highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value. Time
deposits that meet the definition above and are held for the purpose of meetingrahaash
commitments in operations are classified as cash equivalents.

(7) Einancialassets at fair value through profit or loss

A. Financial assets at fair value through profit or loss are financial assets that are not measured &
amortised cost or fair value througlhet comprehensive income.

B. On a regular way purchase or sale basis, financial assets at fair value through profit or loss are
recognised and derecognised using trade date accounting.

C. At initial recognition, the Group measures the financial assetiratdlue and recognises the
transaction costs in profit or loss. The Group subsequently measures the financial assets at fai
value, and recognises the gain or loss in profit or loss.

(8) Financialassets at fair value through other comprehensive income

A. Financial assets at fair value through other comprehensive income comprise equity securities
which are not held for trading, and for which the Group has made an irrevocable election at
initial recognition to recognise changes in fair value in other compsateeimcome.

B.On a regular way purchase or sale basis, financial assets at fair value through other
comprehensive income are recognised and derecognised using trade date accounting.

C.At initial recognition, the Group measures the financial asset# afae plus transaction costs.
The Group subsequently measures the financial assets at fair value:
The changes in fair value of equity investments that were recognised in other comprehensive
incomeare reclassified to retained earnings and are not reclassified to profit or loss following
the derecognition of the investment. Dividends are recognised as revenue when the right to
receive payment is established, future economic benefits associatedendikiidend will
flow to the Group and the amount of the dividend can be measured reliably.

(9) Financial assets at amortised cost

A. Financial assets at amortised cost are those that meet all of the following criteria:

@The objective oebs modelis aGhieved pydcellecbng santractual cash
flows.

(W) The assetsd contractual cash flows represc
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B. On a regular way purchase or sale basis, financial assets at amortised cost are recognised al
dereognised using trade date accounting

C.At initial recognition, the Group measures the financial assets at fair value plus transaction costs.
Interest income from these financial assets is included in finance income using the effective
interest method. Aajn or loss is recognised in profit or loss when the asset is derecognised or
impaired.

DThe Groupds time deposits which do not f al
maturity period and are measured at initial investment amount as the aéffistounting is
immaterial.

(10) Accounts and notes receivable

A. Accounts and notes receivable entitle the Group a legal right to receive consideration in
exchange for transferred goods or rendered services.

B. The shorterm accounts and notes receivable without bearing interest are subsequently
measured at initial invoice amount as the effect of discounting is immaterial.

(11) Impairment of financial assets

For financial assets at amortised cost including accorgtsivable that have a significant
financing component, at each reporting date, the Group recognises the impairment provision for
12 months expected credit losses if there has not been a significant increase in credit risk since
initial recognition or recgnises the impairment provision for the lifetime expected credit losses
(ECLs) if such credit risk has increased since initial recognition after taking into consideration all
reasonable and verifiable information that includes forecasts. On the otherfdvaad¢ounts
receivable that do not contain a significant financing component, the Group recognises the
impairment provision for lifetime ECLs.

(12) Derecognition of financial assets

The Group derecognises a financial asset when one of the following conditroas
A. The contractual rights to receive the cash flows from the financial asset expire.

B. The contractual rights to receive cash flows of the financial asset have been transferred anc
the Group has transferred substantially all risks and rewardsvioérship of the financial
asset.

C. The contractual rights to receive cash flows of the financial asset have been transferred;
however, the Group has not retained control of the financial asset.

(13) Leasing arrangementglessor) Operating leases

Lease incora from an operating lease (net of any incentives given to the lessee) are recognised in
profit or loss on a straighine basis over the lease term.
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(14) Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determinéteusing
weightedaverage method. The cost of finished goods and work in progress comprises raw
materials, direct labour, other direct costs and related production overheads (allocated based ol
normal operating capacity). It excludes borrowing costs. Thehteitem approach is used in
applyingthe lower of cost and net realisable value. Net realisable value is the estimated selling
price in the ordinary course of business, less the estimated cost of completion and applicable
variable selling expenses.

(15) Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as assets held for sale when their carryin

amount is to be recovered principally through a sale transaction rather than through continuing

use, and a $ais considered highly probable. They are stated at the lower of carrying amount and
fair value less costs to sell.
(16) Investments accounted for using equity method / associates

A. Associates are all entities over which the Group has significant influmrtceot control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly
or indirectly 20 percent or more of the voting power of the investee. Investments in associates
are accounted for using the equity mettamd are initially recognised at cost.

BThe Groupds s har eacquisition pgrofits a losseas ¢s ireaognesedan ppofit srt
loss, and its share of pestquisition movements in other comprehensive income is recognised
in other comprehensie | nc o me . When the Groupds shar
exceeds its interest in the associate, including any other unsecured receivables, the Group doe
not recognise further losses, unless it has incurred legal or constructive obligatioasie
payments on behalf of the associate.

CWhen changes in an associateds equity do n
income of the associate and such changes d
the associate, the Groupe c ogni ses change i n ownership i
surplusé in proportion to its ownership.

D.Unrealised gains on transactions between the Group and its associates are eliminated to th
extent of the Gr oup 6 &nraalisdad éossessate alsoreliminditesl undesss o
the transaction provides evidence of an impairment of the asset transferred. Accounting
policies of associates have been adjusted where necessary to ensure consistency with th
policies adopted by the Group.
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E.When the Group disposes its investment in an associate and loses significant influence over
this associate, the amounts previously recognised in other comprehensive income in relation tc
the associate, are reclassified to profit or loss, on the sasiw dsmwould be required if the
relevant assets or liabilities were disposed of. If it retains significant influence over this
associate, the amounts previously recognised in other comprehensive income in relation to the
associate are reclassified to ptrofor loss proportionately in accordance with the
aforementioned approach.

(17) Propertyplantand equipment

A. Property, plant and equipment are initially recorded at cost. Borrowing costs incurred during
the construction period are capitalised.

B. Subsequent 0 st s are included in the assetbs car
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 reliabhe carrying
amount of the replaced part is derecognised. All other repairs and maintenance are charge
to profit or loss during the financial period in which they are incurred.

C. Land is not depreciated. Other property, plant and equipment apply ool mnd are
depreciated using the straighte method to allocate their cost over their estimated useful
lives. Each part of an item of property, plant, and equipment with a cost that is significant in
relation to the total cost of the item must be dejated separately.

DThe assetsodo residual values, usef ul l i ves
I f appropriate, at each Dbalance sheet dat
useful lives differ from previous estimatesr t he patterns of consur
economic benefits embodied in the assets have changed significantly, any change is accounte
for as a change in estimate wunder Il AS 8,
Esti mat es am the date of the shange. The estimated useful lives of property,
plant and equipment are as follows:

Buildings 3 ~ 55 year
Machinery and equipment 3 ~ 15 year
Molding equipment 1~ 10 year
Transportation equipment 5 years
Office equipment 3 ~ 10 year
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(18) LeasingarrangementdesseeYight-of-use assets/ lease liabilities
Effective 2019
A. Leases are recognised as a Hghtise asset and a corresponding lease liability at the date at
which the leased asset is available for use byGhmip. For shofterm leases or leases of
low-value assets, lease payments are recognised as an expense on disérdigsis over the
lease term.

B.Lease liabilities include the net present value of the remaining lease payments at the
commencement datdiscounted using thecremental borrowing interest rate.
B. Lease payments are comprised of the fixed payments, less any lease incentives receivable
C. The Group subsequently measures the lease liability at amortised cost using the interest
method and recagses interest expense over the lease term. The lease liability is remeasured
and the amount of remeasurement is recognised as an adjustment to tbeugghasset when
there are changes in the lease term or lease payments and such changes do frmnharise
contract modifications.

C.At the commencement date, the rigiftuse asset is stated at cost comprising the following:
(a) The amount of the initial measurement of lease liability.
(b)Any lease payments made at or before the commencement date.
D. Theright-of-use asset is measured subsequently using the cost model and is depreciatec
from the commencement date to the earlier
lease term. When the lease liability is remeasured, the amount of reemeastiis recognised
as an adjustment to the righit-use asset.

(19) Operating leases (lessee)

Eftective 2018

Payments made under an operating lease (net of any incentives received from the lessor) ar

recognised in profit or loss on a straidine basis ovethe lease term.

(20) Intangibleassets

A. Computer software

Computer software is stated at cost and amortised on a stiagltasis over its estimated
useful life of 3 to 5 years.

B. Patents

Patents acquired in a business combination are recognised\alterat the acquisition day.
Patentshave a finite useful life and is amortised on a straliglet basis ovetheir estimated
usefullives of 3to 5 years.

C. Goodwill
Goodwill arises in a business combination accounted for by applying the acquistiondn
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(21) Long-term prepaid rent

Land access rights are stated at cost and are amortized using dimaighéthod over 45~50
years.

(22) Impairment of nofinancial assets

A. The Group assesses at each balance sheet date the recoverable amounts of thokerassets w
there is an indication that they are impaired. An impairment loss is recognised for the amount
by which the assetbs carrying amount excee
is the higher of an as s euedasefWhenrthe ciraumstances e s
or reasons for recognizing impairment loss for an asset in prior years no longer exist or
diminish, the impairment loss is reversed. The increased carrying amount due to reversal
should not be more than what the deprediateamortised historical cost would have been if
the impairment had not been recognised.

B. The recoverable amounts of intangible assets that have not yet been available for use are
evaluated periodically. An impairment loss is recognised for the amguntiwh i ch t he
carrying amount exceeds its recoverable amount.

(23) Borrowings
A. Borrowings comprise lonterm and shofterm bank borrowings and other loteym and
shortterm loans Borrowings are recognised initially at fair value, net of transactasisc
incurred. Borrowings are subsequently stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption value is recognised in profit or loss
over the period of the borrowings using the effective interediodet
B. Fees paid on the establishment of loan facilities are recognised as transaction costs of the loal
to the extent that it is probable that some or all of the facility will be drawn down. In this
case, the fee is deferred until the drdwwn occursTo the extent there is no evidence that it
is probable that some or all of the facility will be drawn down, the fee is capitalised as a pre
payment for liquidity services and amortised over the period of the facility to which it relates.
(24) Notes and accousipayable

A. Accounts payable are liabilities for purchases of raw materials, product or services and notes
payable are those resulting from operating andoperating activities.

B. The shorterm notes and accounts payable without bearing interestsusequently
measured at initial invoice amount as the effect of discounting is immaterial.
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(25) Convertiblebondspayable

Convertible bonds issued by the Group contain conversion options (that is, the bondholders have
the right to convert the bonds into tBeoup® common shares by exchanging a fixed amount of
cash for a fixed amber of common shares), call options and put options. The Group classifies the
bonds payable upon issuance as a financial asset, a financial liability or an equity instrument in
accodance with the contract terms. They are accounted for as follows:

A. The embedded call options and put options are recognised initially at net fair value as
dinancialasset s at fair value through profit o
statel at fair value on each balance sheet da
valuation of financi al assets or financi al

B. The host contracts of bonds are initially recognised at fairevany difference between the
initial recognition and the redemption value is accounted for as the premium or discount on
bonds payable and subsequently is amortised in profit or loss as an adjustrdigrante
costgover the period of circulation usirige effective interest method.

C. The embedded conversion options which meet the definition of an equity instrument are
i nitially recognsihsaerde ionp toicoanpsidt aalt stuhrep Iruess i
less the amount of financial assetdinancial liabilities at faivalue through profit or loss and
bonds payable as stated above. Conversion options are not subsequently remeasured.

D. Any transaction costs directly attributable to the issuance are allocated to each liability or
equity omporent in proportion to the initial carrying amount of each abovementioned item.

E. When bondholders exercise conversion options, the liability component of the bonds
(including bonds payable ardfinancial assets at fair value through profit or @shall be
remeasured on ¢hconversion date. The issuance cost of converted common shares is the total
book value of the abovementionéddhbhraboptitiy

(26) Derecognitiorof financial liabilities

A financial liability is derecognised when the obligation under the liability specified in the
contract is discharged or cancelled or expires.

(27) Employee benefits

A. Shortterm employee benefits

Shortterm employee benefits are measured at the undiscounted amount of the benefits
expectd to be paid in respect of service rendered by employees in a period and should be
recognised as expense in tpatiodwhen the employees render service.
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B. Pensions
(a) Defined contribution plans
For defined contribution plans, the contributions Breognised as pension expense when
they are due on an accrual basis. Prepaid contributions are recognised as an asset to tr
extent of a cash refund or a reduction in the future payments.
(b) Defined benefit plans
i. Net obligation under a defined bengdian is defined as the present value of an amount of
pension benefits that employees will receive on retirement for their services with the
Group in current period or prior periods. The liability recognised in the balance sheet in
respect of defined benefpension plans is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan. a3dsetset defined
benefit obligation is calculated annually by independent actuaries using the projected unit
credit method.The rate used to discount is determined by using interest rates of
government bonds (at the balance sheet ddta)currency and term consistent with the
currency and term of the employment benefit obligations.
ii. Remeasuremestrising on defined ben¢fplans are recognised in other comprehensive
incomein the peiod in which they arisand are recorded astained earnings
iii. Past service costs are recognised immediately in profit or loss.

CEmpl oyeesd compensati on ameratani rectorso6 and
Empl oyeesd compensation and directorsod anct
expense and liability, provided that such recognition is required under legal or constructive
obligation and those amounts can be reliably estimated. Anyatfferbetween the resolved
amounts and the subsequently actual distributed amounts is accounted for as changes i
estimates. If employee compensation is paid by shares, the Group calculates the number o
shares based on the closing price at the previousfdhg board meeting resolution.

(28) Employeesharebased payment

A. For the equitysettled sharbased payment arrangements, the employee services received are
measured at the fair value of the equity instruments granted at the grant date, and are
recognisedas compensation cost over the vesting period, with a corresponding adjustment to
equity. The fair value of the equity instruments granted shall reflect the impact of market
vesting conditions and non vesting conditions. Compensation cost is subjecusomadit
based on the service conditions that are expected to be satisfied and the estimates of th
number of equity instruments that are expected to vest under thenarkiet vesting
conditions at each balance sheet date. And ultimately, the amount otmsatipn cost
recognised is based on the number of equity instruments that eventually vest.
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B. Restricted stocks:

(a) Restricted stocks issued to employees are measured at the fair value of the equity
instruments granted at the grant date, and are resggy@is compensation cost over the
vesting period.

(b)For restricted stocks where those stocks do not restrict distribution of dividends to
employees and employees are not required to return the dividends received if they resign
during the vesting periodhe Group recognises the fair value of the dividends received by
the employees who are expected to resign during the vesting period as compensation cos
at the date of dividends declared.

(c) For restricted stocks where employees do not need to pay todeatigose stocks, the
Group will not pay the employees who resign during the vesting period to repurchase the
stocks.

(29) Income tax

A. The tax expense for the period comprises current and deferred tax. Tax is recognised in profit
or loss, except to the extethiat it relates to items recognised in other comprehensive income
or items recognised directly in equity, in which cases the tax is recognised in other
comprehensive income or equity.

B. The current income tax expense is calculated on the basis of thleawaxenacted or
substantively enacted at the balance sheet date in the countries where the Company and it
subsidiaries operate and generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations iordaace with applicable tax
regulations. It establishes provisions where appropriate based on the amounts expected to b
paid to the tax authorities. An additional tax is levied on the unappropriated retained earnings
and is recorded as income tax expemsd¢he year the stockholders resolve to retain the
earnings.

C. Deferred income tax is recognised, using the balance sheet liability method, on temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts ir
the consolidated balance sheet. However, the deferred income tax is not accounted for if it
arises from initial recognition of goodwill or of an asset or liability in a transaction other than
a business combination that at the time of the transaction affetttemaccounting nor
taxable profit or 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 probadbt 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
apply when the related dafed income tax asset is realised or the deferred income tax
liability is settled.
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D. Deferred income tax assets are recognised only to the extent that it is probable that future
taxable profit will be available against which the temporary differencesbeautilised. At
each balance sheet date, unrecognised and recognised deferred income tax assets a
reassessed.

E. Current income tax assets and liabilities are offset and the net amount reported in the balance
sheet when there is a legally enforcealgbtrto offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously.
Deferred income tax assets and liabilities are offset on the balance sheet when the entity ha:
the legaly enforceable right to offset current tax assets against current tax liabilities and they
are levied by the same taxation authority on either the same entity or different entities that
intend to settle on a net basis or realise the asset and settldiliig samultaneously.

(30) Share capital
A. Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of
newsharer stock options are shown in equity as a deduction, net of tax, from the proceeds.

B. Where the Companypeur chases the Companyds equity st
consideration paid, including any directly attributable incremental costs (net of income taxes)
is deducted from equity attributable rnro tF
subsequently reissued, the difference between their book value and any consideration receive
net of any directly attributable incremental transaction costs and the related income tax effects
i's included in equity athtlderssbut abl e to the

(31) Dividends

Dividends are recorded in the Companyobés fir

approved by the Companyés sharehol ders. Ca

dividends are recorded as stock dividends to be llig&il and are reclassified to ordinary shares

on the effective date of new shares issuance.

(32) Revenue recognition

A. The Group manufactures and sells a range of connectors, sound components, molding
componentspuzzer, condenser microphone and mypeaker. Sales are recognised when
control of the products has transferred, being when the products are delivered to the customer
when the customer has accepted the products in accordance with the sales contract, or th
Group has objective evidence tladitcriteria for acceptance have been satisfied.

~111~



B. Revenue is measured at the fair value of the consideration received or receivable taking into
account of business tax, returns, rebates and discounts for the sale of products to externa
customersinther di nary cour se oA reftint leabili€ iis sesogrised fa c t |
expected sales discounts and allowances payable to customers in relation to sales made unt
the end of the reporting periofihe Group does not expect to have any contraberevthe
period between the transfer of the promised products to the customer and payment by the
customer exceeds one year, the Group does not adjust the transaction prices to reflect the tim
value of money.

C. Areceivable is recognised when the prodactsdelivered as this is the point in time that the
consideration is unconditional because only the passage of time is required before the
payment is due.

(33) Government grants

Government grants are recognised at their fair value only when there is reasssabdace that

the Group will comply with any conditions attached to the grants and the grants will be received.
Government grants are recognised in profit or loss on a systematic basis over the periods in
which the Group recognises expenses for thea@labsts for which the grants are intended to
compensate. Government grants related to -teng prepaid rent (land access rights) are
recognised as necurrent liabilities and are amortised to profit or loss over the estimated useful
lives of the relatedssets using the straigite method.

(34) Businesombinations

A. The Group uses the acquisition method to account for business combinations. The
consideration transferred for an acquisition is measured as the fair value of the assets
transferred, liabilitis 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 acquisitierelated costs are expensed as incurred. Identifiable sasset
acquired and liabilities and contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition dabe.each business combination,
the Group measures at the acquisition date components efontmoling interests in the
acquires that are present ownersimperess and entitle their holders to the proportionate share
of the entitys net assets in the event of liquidation at either fair value or the present ownership
instrumenté proportionate sharenithe recognised amounts of the acquedentifiable net
assets. All ther noncontrolling interests should be measumEdthe acquisitiomate fair
value
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B. The excess of the consideration transferred, the amount of anyontmwlling interest in ta
acquiree and the fair value of any previous equity interest in the acquiree over the fair value of
the identifiable assets acquired and the liabilities assumed is recorded as goodwill at the
acquisition date. If the total of consideration transferredy-aumtrolling interest in the
acquiree recognised and the fair value of previously held equity interest in the acquiree is less
than the fair value of the identifiable assets acquired and the liabilities assumed, the difference
Is recognised directly in pfit or loss on the acquisition date.

(35) Operatingsegments

Operating segments are reported in a manner consistent with the internal reporting provided to
the chief operating decisiemaker. The chief operating decistoraker, who is responsible for
allocatirg resources and assessing performance of the operating segments, has been identified
the Board of Directors that makes strategic decisions.
5.CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF
ASSUMPTION UNCERTAINTY

The preparation of these consolidated financial statements requires management to make critice
judgements in applying the Groupbs accounting
concerning future events. Assumptions and estimates may #iffe the actual results and are
continually evaluated and adjusted based on historical experience and other $actiorassumptions
and estimates have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilitiesithin the next financial year; and the related information is addressed below:

(1) Criticaljudgements n applying the Groupds accounting p
None.

(2) Critical accountingestimates and assumptions

A. Expected credit loss of accounts receivable

The Goupprovides losses on expected credit losses amount in accordance with duration. When
measuring expected credit loss, the Group must apply judgements to identify the factors that
will affect the future collectability of accounts receivable, such factorsdimgiuthe customer's
operati onal conditions and historical tradi
pay, as well as considering the time value of money and reasonable supporting documents or
future economic conditions. Aforementioned jadgents and factors all may have significant
effects to the measurement result of expected credit loss.
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B. Evaluation of inventories

As inventories are stated at the lower of cost and net realisable value, the Group must determine
the net realisable valuef inventories on balance sheet date using judgements and estimates.
Due to the rapid technology innovation, the Group evaluates the amounts of normal inventory
consumption, obsolete inventories or inventories without market selling value on balance sheet
date, and writes down the cost of inventories to the net realisable value. Such an evaluation of
inventories is principally based on the demand for the products within the specified period in
the future. Therefore, there might be material changes tovéheagion.

6.DETAILS OF SIGNIFICANTACCOUNTS
(1) Cash and cash equivalents

December 31, 2019 December 31, 2018

Bank-deposits:

Checking accounts and demand deposits $ 365,036 $ 81,345
Cash equivalents:
Time deposits 30,999 40,122
Bankers' acceptance bil 2,342 87,077
Total $ 398,377 $ 208,544
AAl'l the Groupds cash equivalents are matur.i

B. The Group transacts with a variety of financial institutions all with high credit quality to
disperse credit risk, so it expects that the probability of counterparty default is remote.

C. The Group has no cash and cash equivalents pledged to others.

(2) Financial assets at fair value through profit or [@¥s balance is nil as at December 31, 2018)
December 31, 2019

Non-current items:
Financial assets mandatorily measured at fair value through profi or loss

Derivatives-Convertible bonds $ 172
Valuation adjustment 138
$ 310

A. The Group recognised net profit amounting to $5,504 on financial assets mandatorily measured
at fair value through profit or loger the year ended December 31, 2019.

B. Refer to Note 6(16) for information about embedded derivaticesvertible bonds payable.

C. Information relating to credit risk and fair value of financial assets at fair value through through
profit or loss is provide in Notes 12(2) and (3)
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(3) Financialassetst fair value through other comprehensive incerag current

ltems December 31, 2019 December 31, 2018

Equity instruments
Uniisted stocks $ 12,000 $ 66,643
Valuation adjustment ( 11,207)( 643)
$ 793 $ 66,000

A. The Group has elected to classify equity instruments that are considered to be strategic
investments as financial assetsaat value through other comprehensive income. The fair value
of such investments amounted to $793 and $66,000 as at December 31, 2019 and 2018
respectively.

B. As at December 31, 2019 and 2018, without taking into account any collateral held or other
credt enhancements, the maximum exposure to credit risk in respect of the amount that best
represents the financial assets at fair value through other comprehensive income held by the
Group was $793 and $66,000, respectively.

C. Information relating to credit rksand fair value of financial assets at fair value through other
comprehensive income is provided in Notes 12(2) and (3).

(4) Financial assets at amortised o@$te balance is nil as at December 31, 2018)

Items December 31, 2019

Time deposits over 3 months $ 318
Less: Accumulated impairment -
$ 318

A. Amounts recognised inrgfit or loss in relation to financial assets at amortised cost are listed

below:

’ 2019 [ 2018
Interest income $ 1 $ 213
B.Details of the Groupébés financi al assets at

provided in Note 8.
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(5) Notes and accountsceivable

December 31, 2019 December 31, 2018

Notes receivable $ 162,291 $ 1,577,223
Less: Discounted notes receivable ( 122,962) 1,041,530
$ 39,329 $ 535,693
Accounts receivable $ 4,216,097 $ 3,497,317
Less: Allowance for uncollectible accounts ( 27,302)( 11,717
$ 4,188,795 $ 3,485,600

A.None of the Groupbs notes receivable are
receivable, please refer to Note 12(2).

B. The Group grants credit term to their clients from 30 days to 120 days after theydeater
Ageing analysis is conducted on the basis of the number of days overdue. Please refer to Note
12(2) for disclosures of credit risk and information on movement of impairment and analysis of
accounts receivable.

C. As of December 31, 2019 and 2018, acus receivable and notes receivable were all from
contracts with customers. And as of January 1, 2018, the balance of receivables from contracts
with customers amounted to $3,031,871.

D.The Groups top 10 customers ar e rferP0% af the ®tal e n t
accounts receivable. As the credit concentration risk of the remaining accounts receivable is
relatively insignificant, and the counterparties are mostly customers who have-triong
relationship with the Group, the receivables dda novi ol at e the Groupé
assessment.

E. Details of the Groups not es receivable pledged to oth
As of December 31, 2019 and 2018, the Group has no accounts receivable pledged to others.

F. As at December 312019 and 2018, without taking into account any collateral held or other
credit enhancements, the maximum exposure to credit risk in respect of the amount that bes
represents the Groupds notes and accounts
and $3,485,600, respectively.

G. The Group had outstanding discounted notes receivable, please refer to Note 6(6) for more
information.

H. Information relating to credit risk of accounts receivable and notes receivable is provided in
Note 12(2).
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(6) Transfer of firmncial assets

A.Certain discounted notes receivable (banke
definition of derecognition under the Grou
when the acceptor (banks) of the notes refuse to pay fondtes at maturity. However, in
general, the Group does not expect that the acceptors (banks) would refuse to pay as the
acceptors (banks) have excellent credit rating. Aggregation of the discounted notes receivable
(banker sd accept apedged tdbarkd but remainmunmatured/ieas tollvesn

December 31, 2019 December 31, 2018
Derecognised amount $ 122,962 $ 1,041,530

B. On December 31 2019 and 2018, the Group had outstanding discounted notes receivable
(bankersd acceptance bil | )resgedieelywhichididgotmee $ 3
the definition of derecognition. The Group has payment obligation when the acceptor (banks) of
the notes refuse to pay for the notes at maturity. In general, the Group does not expect that the
acceptor (banks) would refuse to pay. The liabilities arifiogn discounted notes receivable
(bankersd acceptance bill) were presented u

(7) Inventories
December 31, 2019

Allowance for
Cost valuation loss Book value
Raw materials $ 138,253 ($ 19,220) $ 119,033
Semi-finished goods 151,308 ( 32,022) 119,286
Work in process 196,227 ( 15,634) 180,593
Finished goods 169,940 ( 40,860) 129,080
Trading goods 7,455 ( 1,472) 5,983
Total $ 663,183 ($ 109,208) $ 553,975
December 31, 2018
Allowance for
Cost valuation loss Book value
Raw materials $ 78,407 ($ 17,627) $ 60,780
Semi-finished goods 149,404 ( 9,821) 139,583
Work in process 86,324 ( 1,305) 85,019
Finished goods 185,204 ( 42,879) 142,325
Trading goods 801 - 801
Total $ 500,140 ($ 71,632) $ 428,508
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The cost of inventories recognised as expense for the period:

Years ended December 31,
r r

2019 2018
Cost of goods sold $ 3,439,331 $ 3,393,355
Inventory valuation loss 40,942 8,257
Revenue from sale strap ( 7,679)( 12,959

$ 3,472,594 $ 3,388,653

(8) Investmentsaccounted fousingequity methodThe balance is nil as at December 31, 2018)

r

2019
At January 1 $ -
Acquired from combination 583
Share of proft or loss of investments accounted for using equity method ( 247)
Transfers to a disposal group classified as held for sale ( 310)
Net exchange diffevences ( 26)
At December 31 $ -

December 31, 2019

Associates:
Bellsing Precision Devices Co., Ltd. $ -

The carrying amountof the Groupgs interests imall individually immaterialassociatesand the
Groups share of the operating resudtsesummarised below:

As of December 312019 the carrying amount of the Gro@pndividually immaterial associates
amounted to $0. (Shown in ne@arrent assets held for sale)

Year ended
December 31, 2019
Loss for the period from continuing operations $ 504)
Other comprehensive income, (net of tax) -
Total comprehensive loss $ 504)
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(9) Property, plant and equipment

At January 1, 2019
Cost

Accumulated depreciation and
impairment

2019

At January 1

Additions

Acquired from business
combinations

Disposals

Transfer
Reclassifications(Note)
Depreciation charge

Reversal of impairment loss
Net exchange differences
Transfers to a disposal group
classified as held for sale

At December 31

At December 31, 2019

Cost

Accumulated depreciation
Transfers to a disposal group classified
as held for sale

Machinery and Molding Transportation Office Construction
Land Buildings equipment equipment equipment equipment in progress Total

61,515 $ 1,149,632 $ 2,553,305 $ 237,997 $ 40,512 $ 10,137 $ 97,907 $ 4,151,005
- ( 294,574)( 899,050)( 117,889)( 25,300)( 4,451) - ( 1,341,264
61515 $ 855,058 $ 1,654,255 $ 120,108 $ 15212 $ 5,686 $ 97,907 $ 2,809,741
61,515 $ 855,058 $ 1,654,255 $ 120,108 $ 15212 $ 5,686 $ 97,907 $ 2,809,741
69,057 95,548 976,971 574,466 2,607 860 247,964 1,967,473
62,642 37,376 30,268 6,924 1,259 93 - 138,562
8,640) ( 7,508) ( 5,503) ( 186) ( 24) ( 1) - ( 21,862
- 313,360 - 320,067 - - ( 313,360) 320,067

- 2,980 118 - - - - 3,098

- ( 118,329)( 440,012)( 398,288)( 7,492) ( 2,055) - ( 966,176

- - - - - 16 - 16

- ( 26,656 ( 46,917, 9,094 ( 334) ( 119) ( 2,901) ( 67,833,

- ( 21,788)( 15,485)( 6,314) - - - ( 43,587
184,574 $ 1,130,041 $ 2,153,695 $ 625,871 $ 11,228 $ 4480 $ 29,610 $ 4,139,499
184,574 $ 1,574,335 $ 3,467,658 $ 1,157,407 $ 41,869 $ 10,884 $ 29,610 $ 6,466,337
- ( 422,506)( 1,298,478)( 525,222)( 30,641)( 6,404) - ( 2,283,251

- ( 21,788)( 15,485)( 6,314) - - - ( 43,587
184,574 $ 1,130,041 $ 2,153,695 $ 625,871 $ 11,228 $ 4,480 $ 29,610 $ 4,139,499
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Machinery and Molding Transportation Office Construction

Land Buildings equipment equipment equipment equipment in progress Total
At January 1, 2018
Cost $ - $ 991,631 $ 2,237,775 $ 347,198 $ 39,830 $ 8,681 $ 24,678 $ 3,649,793
Accumulated depreciation and
impairment - ( 213,296))( 606,962)( 182,272)( 20,248)( 2,941) - ( 1,025,719
$ - $ 778,335 $ 1,630,813 $ 164,926 $ 19,582 $ 5,740 $ 24,678 $ 2,624,074
2018
At January 1 $ - 3 778,335 $ 1,630,813 $ 164,926 $ 19,582 $ 5740 $ 24,678 $ 2,624,074
Disposals - - ( 36,010)( 47,355)( 1,966) - - ( 85,331
Additions 61,515 151,309 415,978 45,306 4,785 1,645 100,620 781,158
Transfer - 26,888 - 171,103 - - ( 26,888) 171,103
Depreciation charge - ( 87,238)( 329,439)( 214,551)( 6,919) ( 1,611) - ( 639,758
Net exchange differences - ( 14,236 ( 27,087) 679 ( 270) ( 88) ( 503) ( 41,505
At December 31 $ 61,515 $ 855,058 $ 1,654,255 $ 120,108 $ 15212 $ 5,686 $ 97,907 $ 2,809,741
At December 31, 2018
Cost $ 61,515 $ 1,149,632 $ 2,553,305 $ 237,997 $ 40,512 $ 10,137 $ 97,907 $ 4,151,005
Accumulated depreciation and
impairment - ( 294,574)( 899,050)( 117,889)( 25,300)( 4,451) - ( 1,341,264
$ 61,515 $ 855,058 $ 1,654,255 $ 120,108 $ 15212 $ 5,686 $ 97,907 $ 2,809,741

NOTE: Transfers from prepayments for business facilities.
A. No property, plant and equipment had capitalinéerest.
B. Information about the property, plant and equipment that were pledged to others as collaterals is provided in Note 8.
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(10) Leasing arrangementdessee

Effective 2019

A. The Group leases various assets inclgdiand, land access rights, anouildings. Rental
contracts are typically made for periods of 3 and 5 years, except for land access rights for
periods of 45 and 50 years. Lease terms are negotiated on an individual basis and contain
wide range of diffenet terms and conditions. The lease agreements do not impose covenants,
but leased assets may not be used as security for borrowing purposes, apart from land acce
rights which were pledged as collateral for borrowing. Information about the land actéss rig

that were pledged to others as collaterals is provided in Note 8

B. The information on the land leased by the Group is as follows:

(a)Kun Shan Dragonstate has acquired land use right of 50,000 and 23,486.3 square feet il
Zhou Town Kunshan Chaoying Yage in 1998 and from 2017 to 2018, respectively, and
amortised the cost over the operating period of 50 years; Concraft Kun Shan has acquirec
land use right of 23,432.90 square feet in Zhou Town Kunshan Chaoying village in 2011
and amortised the cost owee operating period of 45 yeafSpncraftBaoying has acquired
land use right of 52,000 square feet in An Yi Zhen Yang Zhou City in 2010 and amortised
the cost over the operating period of 50 years.

(b) The Group reclassified loAgrm prepaid rent (land s e r i g h tofsu)s et oa s&reit g
initial application of IFRS 16.

C. The carrying amount of righdf-use assets and the depreciation charge are as follows:

Year ended
December 31, 2019 December 31, 2019
Carrying amount Depreciation charge
Land and land access rights $ 112,329 $ 3,160
Buildings 116,488 51,300
Other - 734
$ 228,817 $ 55,194

E.

D. For the year ended December 31, 2019, the additianghteof-use assets was $88,936.

E. The information on profit and loss accounts relating to lease contracts is as follows:
Years ended

December 31, 2019

Imterms affecting profit or loss
Interest expense on lease liabiities $ 5,494
= Expense on short-term lease contracts $ 10,849

F.For the year ended December 31, 2019, the
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(11) Leasing arangementgessor
Effective 2019

A. The Group leases various assets including machinery and equipment. Rental contracts ar
typically made for periods df and2 years. Lease terms are negotiated on an individual basis

and contain a wide range of differaetms and conditions. To protect the legs@wnership

rights on the leased assetise lessee is usually required not to use the leased assets as a loar

guarantee.

B. For the year ended December 31, 2019, the Group recognised rent income in the &mount c
$6,891 based on the operating lease agreement, which does not include variable leas

payments.

C. The maturity analysis of the lease payments under the operating leases is as follows:

December 31, 2019

2020 $ 5,893
2021 17
After 2022 27
Total $ 5,937
(12) Intangible assets
d 2019
Patents Software Goodwill Total
At January 1
Cost $ - $ 76,297 $ - $ 76,297
Accumulated amortisation - ( 47,862) - ( 47,862,
$ - $ 28,435 $ - $ 28,435
Opening net book amount as at January 1 $ - $ 28,435 $ - $ 28,435
Additions-acquired separately 2,418 34,374 - 36,792
Additions-acquired through business
combinations 123,112 - 47,278 170,390
Reclassifications - 9,471 - 9,471
Amortisation charge ( 19,438)( 14,444) - ( 33,882
Net exchange differences - ( 520) - ( 520)
Transfers to a disposal group classified as
held for sale ( 706) - - ( 706)
Closing net book amount as at December 31  $ 105,386 $ 57,316 $ 47278 $ 209,980
At December 31
Cost $ 125,530 $ 119,622 $ 47,278 $ 292,430
Accumulated amortisation ( 19,438)( 62,306) - ( 81,744
Transfers to a disposal group classified as
held for sale ( 706) - - ( 706)
$ 105,386 $ 57,316 $ 47,278 $ 209,980
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2018

Software
At January 1
Cost $ 62,382
Accumulated amortisation ( 38,833
$ 23,549
Opening net book amount as at January 1 $ 23,549
Additions-acquired separately 14,827
Amortisation charge ( 9,413
Net exchange differences ( 528)
Closing net book amount as at December 31 $ 28,435
At December 31
Cost $ 76,681
Accumulated amortisation ( 48,246
$ 28,435

(13) Non-current assets held for sale

The assets and liabilities related to the subsidia®BO Pro. 2 Inc. have been reclassified as
disposal group held for sale following the approval of the shareholders at the sheaogdolder
meeting held on November 29, 2019 to sell all its equityr@st inOBO Seahorn International
Co., Ltd (HK OBO)to Hui Ta Electronic CO., LTD.The completion date for the transaction is
expected by July 2020. The assets and liabilities odliggosal group held for sale as at December
31, 2019 amounted to $95,797 and $67,108, respectively

A. Assets of disposal group held for sale:
December 31, 2019

Cash $ 14,733
Accounts receivable 5,866
Other receivables 12,981
Other current assets 16,492
Property, plant and equipment 43,587
Intangible assets 2,138

$ 95,797

B. Liabilities directly relating to nomurrent assets held for sale:
December 31, 2019

Accounts payable and other payables $ 60,268
Other current liabilities 1,224
Other non-current liabilties 5,616

$ 67,108
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C. There was no impairment loss as a result of the remeasurement of the disposal group held fc
sale at the lower of its carrying amount or fair value less costs to sell

(14) Shortterm borrowinggThe balance isil as at December 31, 2018)
Type of borrowings December 31, 2018 _Interest rate range Collateral
Unsecured borrowings $ 132,150 4.79% None
(15) Other payables

December 31, 2019 December 31, 2018

Payables for equipment $ 234,227 $ 108,075
Salary payable 203,678 175,233
Labor and health insurance payable 72,249 52,627
Taxes payable 52,210 46,865
Discounted notes receivable 33,255 47,682
Consumables payable 12,573 31,654
Others 108,597 59,841

$ 716,789 $ 521,977

G.Liabilities from discounted notes receivable refer to discounted notes recetivabldid not

meet the definition of derecognition, refer to Note 6(6) for more details. Discount rates were
2.60%~3.33% and 3.80% as of December 31, 2019 and 2018, and interest expense recognised
profit or loss amounted to $5,372 and $319 for the yeaded December 31, 2019 and 2018,
respectively.

(16) Bondspayable(the balance is nil as at December 31, 2018)
December 31, 2019

Bonds payable $ 47,500
Less: Discount on bonds payable ( 1,590
$ 45,910

A. The First domestic unsecured convertible bonds issuéteb§ompany are as follows

(a) The Company issued $1,500,0@% the first domestic unsecured convertible bonds, as
approved by the regulatory authority. The bonds mature three years from the issue date
(April 2, 2019~April 2, 2022) and will be redeemed in cash at face value at the maturity
date. The bonds were lest on theTaipeiExchange on April 2, 2019.

(b) The bondholders have the right to ask for conversion of the bonds into common shares of
the Company during the period from the date after three month of the bonds issue to the
maturity date, except for theogt transfer period as specified in the terms of the bonds or the
laws. The rights and obligations of the new shares converted from the bonds are the same &
the issued and outstanding common shares.
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(c)The conversion price of the bonds is set up basdtiepricing model in the terms of the
bonds, and is subject to adjustments if the condition of theddmtion provisions occurs

subsequently. The conversion price will be reset based on the pricing model in the terms of

the bonds on each effective daegulated by the terms. The conversion price at issuance

was NT$ 121.1 (in dollars) and it has been decreased to NT$ 112.2 (in dollars) since Augusit

4, 2019 due to the exghts and exdividend to adjust the conversion price in accordance
with the terms othe bonds.

(d) The bondholders have the right to require the Company to redeem any bonds at the price o
the bondsdé6 face value in cash upon two ye

(e) The Company may exercise the redemption of the convertible bonds when the following

situations occur

i. Where the closing price of the Company common shares is above the then conversion
price by 30% for 30 consecutive trading days during the period from the date after three
month of the bonds issue to 40 days before the maturity date, the Companynchay se
ONotice of Bond Redemptiondé by a registe
register on the list of bond holders on the five business days prior to the dispatch, the
investors who subsequently obtained the convertible bonds due to toaditiger reasons

shall be notified by way of announcement) within 30 trading days and notify Taipei
Exchange to announce that the Company will repurchase all the bonds outstanding in casl
at the bondsdé face value on the date of

ii. Where theoutstanding balance of the bonds is less than 10% of total initial issue amount
during the period from the date after three months of the bonds issue to 40 days before
the maturity date, the Company may send
letter to the bond holder (according to the register on the list of bond holders on the five
business days prior to the dispatch, the investors who subsequently obtained the
convertible bonds due to trading or other reasons shall be notified by way of
annourement) at any time and notify Taipei Exchange to announce that the Company
wi || repurchase all the bonds outstandir
maturity.

() Under the terms of the bonds, all bonds redeemed (including bonds repdriioasehe
TaipeiExchange), matured and converted are retired and not teisgsusal or resold.

(g) As of December 31, 2019, the bonds totaling $1,452,500 (face value) had been convertec

into 12,316,823 shares of common stock.
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B. Regarding the issuanaaf convertible bonds, the equity conversion options amounting to

$95, 015

surpluss har e
in bonds paya | e
assets or

wer e
optionso6 i
wer e

babi it

separated
n accordance

separated

es at

from the l'iabi |l it

with | AS 3
from their host C
fair value throug

because the economic characteristics and risks of the embedded derivatemivaosely
related to those of the host contracts. The effective interest rate of the bonds payable after suc
separation was 1.5143 %.

(17) Long-term borrowings

Borrowing period and Interest
Type of borrowings repayment term rate range Collateral December 31, 2019
Unsecured borrowings 2018.08.01~2021.08.01 1.25% - $ 141,078
Unsecured borrowings 2018.08.10~2021.08.10 1.20% - 372,848
Unsecured borrowings 2018.03.02~2021.03.02 1.20% - 54,576
Unsecured borrowings 2019.02.22~2021.02.22 1.20% - 184,115
Unsecured borrowings 2019.06.25~2022.06.24 4.75% - 179,346
Unsecured borrowings 2019.08.15~2021.08.15 4.99% - 64,575
Secured borrowings 2018.02.02~2022.12.05 5.63% Note 8 137,718
Secured borrowings 2019.05.24~2022.05.20 4.59% Note 8 204,487
Secured borrowings 2019.06.03~2022.05.20 4.59% Note 8 154,980
Secured borrowings 2017.04.12~2024.04.12 1.80% Note 8 22,184
Secured borrowings 2019.05.31~2022.05.31 2.10% Note 8 270,064
Secured borrowings 2019.09.24~2022.09.22 4.75% Note 8 103,320
Secured borrowings 2019.09.20~2021.09.20 5.95% Note 8 129,150
Syndicated loans 2019.09.20~2021.09.20 4.71% Note 8 110,854
Subtotal 2,129,295
Less: Currenportion ( 894,493
$ 1,234,802
Borrowing period and Interest

Type of borrowings repayment term rate range Collateral December 31, 2018
Unsecured borrowings 2018.07.26~2020.07.26 1.15% - $ 77,000
Unsecured borrowings 2018.08.01~2021.08.01 1.25% - 147,840
Unsecured borrowings 2018.08.10~2021.08.10 1.20% - 390,720
Unsecured borrowings 2018.03.02~2021.03.02 1.20% - 91,508
Secured borrowings 2018.06.08~2033.06.08 1.50% Note 8 80,000
Secured borrowings 2018.02.02~2022.12.05 5.63% Note 8 186,908
Syndicated loans 2017.09.15~2019.09.15  2.00%~4.84% Note 8 1,711,750
Subtotal 2,685,726
Less: Arrangement fee sfyndicated loans ( 4,342
Less: Currenportion ( 1,860,716
$ 820,668
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A. The Company engaged in a meditenm syndtated loan with Taipei Fubon Commercial Bank,
Chinatrust Commercial Bank, Taishin International Bank, Far Eastern International Bank and
Shin Kong Bank on July 12, 2017. The loan is settled on August 19,2019. The terms of the
agreement are summarized adws:

(a)Loan agreement term:wb years from the first disbursement date for the U.S. Dollar
mediumterm syndicated loaf.he borrower may request to extend the final maturity day for
one year once.

(b)Line of credit and disbursement method: The above baake granted a USD 60,000
thousand line of credit tthe Companyand allows multiple disbursements within the limit.
Each minimum disbursement amount is USD 1,000,000 or CNY 5,000,000, with USD 500,000
or CNY 1,000,000 increments or the entire unuseddircredit amount subsequently.

The aggregate of each disbursement and used balance shall not exceed the amount of crec
(The exchange rate is based on bank quotes the US dollars and CNY exchange rate on two bal
business days before disbursement)

(c)Guarantors: Mr. Lu, Chaesheng, and Mr. Lee, KuGhi are the guarantors for this
syndicated loan for USD60,000,000.

(d)Payment method: Payment will be made in accordance with the due date from each
disbursement applications and should comply with the revolvingjtderms stated on the
syndicated loan. However, the subsidiary of the Company is obligated to pay in full all
outstanding principal and interests when the syndicated loan agreement expires.

(e)Restrictions on financial ratios: The Company is obligated aotain financial ratio(s) of
its semtannual and annual consolidated financial reports as follows before the syndicated
loan ofthe Company, has been terminated:

i. Current ratio(s) should be above 100% (Note);
ii. Financial leverage ratio(s) should nagtrer than 150%;
iii. Interest coverage ratio should be 5 or above;
iv. Tangible net worth should not be lower than NT$2,000,000,000.
(Note:excluding the last repayment of outstanding loan hereunder)
B.The information about tidedkin Nete b2@pCi. | i qui di t
(18) Pensions

A.(a)The Company and its domestic subsidiaries have a defined benefit pension plan in
accordance with the Labor Standards Act,
prior to the enforcement of the Labor Pensidct on July 1, 2005 and service years
thereafter of employees who chose to continue to be subject to the pension mechanisn
under the Labor Standards Act. Under the defined benefit pension plan, two units are
accrued for each year of service for the firstykars and one unit for each additional year
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thereafter, subject to a maximum of 45 units. Pension benefits are based on the number o
units accrued and the average monthly salaries and wages of the last 6 months prior tc
retirement. The Company and itsrdestic subsidiaries contribute monthly an amount equal
to 2% of the employeesdé monthly salari es
Bank of Taiwan, the trustee, under the name of the independent retirement fund committee
Also, the Company andts domestic subsidiaries would assess the balance in the
aforementioned labor pension reserve account by December 31, every year. If the accoun
balance is insufficient to pay the pension calculated by the aforementioned method to the
employees expecteid qualify for retirement in the following year, the Company and its
domestic subsidiaries will make contributions for the deficit by next March

(b) The amounts recognised in the balance sheet are as follows:

(The balance is nil as at December 31, 2018)
December 31, 2019

Present value of defined benefit obligations $ 7,945
Fair value of plan assets 5,202
Net defined benefi liabilty $ 2,743
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(c) Movements in net defined benefit liabilities are as follows:
(The balance is nil as at December 31, 2018)
F

2019
Present value of
defined benefit Fair value of Net defined
obligations plan assets benefit liability
At January 1 $ - $ - $ -
Current serivce cost ( 43) - 43)
Interest (expense) income ( 85) 54 ( 31)
( 128) 54 ( 74)
Remeasurements:
Return on plan assets (excluding amount:
included in interest income or expense) - 511 511
Change in demographic assumptions  ( 20) - ( 20)
Change in financial assumptions ( 319) - ( 319)
Experience adjustments 108 - 108
( 231) 511" 280
Effect of business combination ( 7,586) 4,637 ( 2,949
At December 31 ($ 7,945) $ 5,202 ($ 2,743

dThe Bank of Tai wan was commissioned to
domesticshsi di ari es6 defined benefit pension
invest ment and wutilisation plan and the i
and Utilisation of the Labor Retirernent
Fund includes deposit in domestic or foreign financial institutions, investment in domestic
or foreign listed, ovethe-counter, or private placement equity securities, investment in
domestic or foreign real estate securitization products, etc.).régtrd to the utilisation of
the Fund, its minimum earnings in the annual distributions on the final financial statements
shall be no less than the earnings attainable from the amounts accrued frggatwione
deposits with the interest rates offered logal banks. If the earnings is less than
aforementioned rates, government shall make payment for the deficit after being authorized
by the Regulator. The Company and domestic subsidiaries have no right to participate in
managing and operating that funddamence the Company and domestic subsidiaries are
unable to disclose the classification of plan assets fair value in accordance with IAS 19
paragraph 142. The composition of fair value of plan assets as of December 31, 2019 anc
2018 is given in the Annudlabor Retirement Fund Utilisation Report announced by the
government.
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(e) The principal actuarial assumptions used were as follows:
(The balance is nil as at December 31, 2018)

Year ended
December 31, 2019
Discount rate r 0.75%
Future salary increases [ 2.00%

Assumptions regarding future mortality experierare set based on actuarial advice in
accordance with published statistics and experience in each territory.

Because the main actuarial assumption changed, the present value of defined benefi
obligation is affected. The analysis was as follows:

Discount rate Future salary increases
Increase 0.25% Decrease 0.25% Increase 0.25% Decrease 0.25%

December 31, 2019

Effect on present value of defined
benefit obligation $ 214) $ 223 $ 216 ($ 209)

The sensitivity analysis above is based on one assumption which changed while the othe
conditions remain unchanged. In practice, more than one assumption may change all at once

The method of analysing sensitivity and the methocbéfulating net pension liability in the
balance sheet are the same.

The methods and types of assumptions used in preparing the sensitivity analysis did not
change compared to the previous period

() Expected contributions to the defined benefit pensiangbf the Group for the year ending
December 31, 2020 amount to $360.

(9)As of December 31, 2019, the weighted average duration of the retirement plan is 10.8 years
The analysis of timing of the future pension payment was as follows:

Within 1 year $ 238
1-2 year(s) 140
2-5 years 750
Over 5 years 2,851

$ 3,979

B. (a)Effective July 1, 2005, the Company and its domestic subsidiaries have established a
defined contribution pension plan (the i
AAct o), covering al/l regul ar ehaiNéwoPjar,¢he wi
Company and its domestic subsidiaries contribute monthly an amount based on 6% of the
empl oyees6 monthly salaries and wages to
Bureau of Labor Insurance. The benefits accrued are paichiyantin lump sum upon
termination of employment.
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(b) The Company and its subsidiarieBragonstate, Concraft Precision, Concraft Technology
and OP BVI, do not have any employees, and QE$¥) does not establish an employee
pension plan as it is volumiato do so under the current regulations of the UniteteSta
Therefore, they do not have any employee pension plans.

(c)The Companydés Mainland China subsidiarie
Monthly contributions to an independent furatiministered by the government in
accordance with the pension regulations i
certain percentage of employees’' monthly salaries and wages. The contribution percentage
for the years ended December 31, 2019 a&bitB2vere 12%~19% and 19%, respectively.
Except for regular pension contributions,
no further obligations under the plan

(d)The pension costs under defined contribution pension plansltoe Company 0s
China subsidiaries for the years ended December 31, 2019 and 2018 were $124,269 anc
$124,571, respectively. Also, the pension costs under defined contribution pension plans of
the Company and its domessigbsidiaries for the years ended December 31, 2a0d2018
were $5,694 and $3,850, respectively.

(19) Sharebased payment

A. For the yearsended December 31, 2019 and 2018 t h e Gr éaspddémaymenh a r
arrangements were as follows:

Type of arrangement  Grant date  Quantity granted Contractperiod Vestingconditions

Restricted stock to 2018.11.16 530,000 3 years 1~3 years service
employees

Restricted stock to 2019.08.13 70,000 3 years 1~3 years service
employees

B. On June 12, 2018, the shareholders resolved to issue employee restricted shares amounting
0.6 millionsharesat t heir annual stockhol dersdé meet.
only granted to the employees who meet the specific terms. On Nevd@p2018 and August
13, 2019, the Company granted 530 and 70 thousand shares to employees, and the effecti
dates were November 16, 2018 and August 13, 2019, respectively. The subscription price of
those granted shares is the market price per shéne gtant date (equivalent to NT$141.5 and
NT$143.5 per share), the Company will assume the consideration if the subscription price is
under NT$300 per share (including NT$300 per share), or the consideration will be paid by
employees when the subscriptiprice is over NT$300.01 per share. The vesting ratio for the
first-year to the thirdyear is 30%, 30% and 40% respectively.Refer to Note 6(20)F for
information about employee restricted shares forfeited as a result of the resignation of
employees.
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C. Details of the sharbased payment arrangements are as follows:
(a) Restricted stock to employees
r

2019 i 2018
Weighted-average Weighted-average
exercise price exercise price
No. of option (in dollars) No. of option (in dollars)
Options outstanding at January 1 530 $ - - %
Options granted 70 - 530
Options voted ( 188)
Options expired ( 11)
Options outstanding at December 31 4017 - 530 "

(b) Expensesncurredon sharebased payment transactions are shown below:

Year ended December 31,
L F

2019 2018
Equity-settled $ 25493 $ 3.053

(20) Sharecapital
A.Asof December32 019 and 2018, the Companydés autho
thousand shares of ordinary stock, and the-paghpital was $1,366,843 and $1,184,191 with a
par value of $10 (in dollars) per sharespectively All proceeds from shares issueavi been
collected. Themumber of the Companyds ordinary ope
136,053 thousand shares and 117,790 thousand shares, respectively.

’ 2019 [ 2018
At January 1 (thousand shares) $ 117,790 $ 107,172
Capitalization of capital surplus 5,889 10,717
Converted from bonds 12,317 -
Employee restricted shares 70 530
Treasury shares ( 13)( 629)
At December 31 (thousand shares) $ 136,053 $ 117,790

B.In accordance with the r esnoektingon dune 1 20Hhd e d
June 12,2018, the Company raised an additional cash of $58,894 and $107,172, respectivel
through the capitalization of capital surplus on the effective date of August 4, 2019 and 2018.
with the resolution adopted at the Boandeting on July 1, 201&nd July 2, 2018, respectively.

C.Refer to Note 6(20)F for information about employee restricted shares forfeited as a result of
the resignation of employees.

D.Information on the resolution relating to the issuance of employee tedtsbares is provided
in Note 6(19).

E. As of December 31, 2019, details of conversion from bonds to common shares are provided ir
Note 6(16)A.
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F. Treasury shares
@Reason for share reacquisition and movVveme

shares & as follows:
December 31, 2019

Name of company Number Carrying
holding the shares Reason for reacquisition of shares amount
1.To be reissued to employees 629,000% 74,01

2.Employee restricted shares
forfeited as a result of the
resignation of employees 2,000 20

The Company

December 31, 2018

Name of company Number Carrying
holding the shares Reason for reacquisition of shares amount
The Company To be reissued to employees 629,000 $ 74,144

(b)Pursuant to the R.O.C. Securities and Exchange Act, the number of shares bought back a
treasury share should not exceed 10% of
outstanding shas and the amount bought back should not exceed the sum of retained
earnings, paiin capital in excess of par value and realised capital surplus.

(c)Pursuant to the R.O.C. Securities and Exchange Act, treasury shares should not be pledge
as collateral ad is not entitled to dividends before it is reissued.

(d)Pursuant to the R.O.C. Securities and Exchange Act, treasury shares should be reissued
the employees within three years from the reacquisition date and shares not reissued withir
the threeyearperiod are to be retired.

(e)For the year ended December 31, 2019, number of employee restricted shares reverted to tf
Company due to the resignation of employees was 13 thousand shares, of which 2 thousan
shares were yet to be cancelled. The canaafiatill be processed after the capital reduction
is approved by the competent authorities.

(21) Capitalsurplus
Pursuant to the R.O.C. Company Act, capital surplus arising froraipaibital in excess of par
value on issuance of common stocks and donatiande used to cover accumulated deficit or to
issue new stocks or cash to shareholders in proportion to their share ownership, provided that th
Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Law require
that the amountfacapital surplus to be capitalised mentioned above should not exceed 10% of the
paidin capital each year. Capital surplus should not be used to cover accumulated deficit unles:
the legal reserve is insufficient.
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2019

Employee Employee Expired employee

Share premium  restricted shares  share options share options Total
At January 1 $ 1,352,008 $ 69,695 $ - 8 110 $ 1,421,813
Effect from changes in functional currendy 51,141)( 384) - 2 ( 51,523)
Capitalisation of capital surplus ( 58,894) - - - ( 58,894)
Issuance of convertible bonds - - 95,015 95,015
Conversion of convertible bonds 1,354,671 - ( 92,006) 1,262,665
Employee restricted shares - 7,635 7,635
Vested employee restricted shares 23,932 ( 23,932)
At December 31 $ 2,620,576 $ 53,014 $ 3,009 $ 112 $ 2,676,711

d 2018
Employee Expired employee
Share premium restricted shares share options Total

At January 1 $ 1,459,180 $ - $ 110 $ 1,459,290
Employee restricted shares - 69,695 69,695
Capitalisation of capital surplus ( 107,172) - - ( 107,172
At December 31 $ 1,352,008 $ 69,695 $ 110 $ 1,421,813

(22) Retained eamings

A.Unless otherwise provided in the Applicable Listing Rules, the net profits of the Company for
each annual financial year shall be allocated in the following order and proposed by the Board

of Directors to the shareholders in the general meetingfmozal:

(a)to make provision of the applicable amount of income tax pursuant to applicable tax laws

and regulations;
(b)to set off accumulated losses of previous years (if any);

(c)to set aside ten percent (10%) as legal reserve pursuant to the Applicable Risi#sg
unless the accumulated amount of such legal reserve equals to the tetgl papital of the

Company;

(d)to set aside an amount as special reserve pursuant to the Applicable Listing Rules anc

requirements of the Commission; and

(e)with respect to the eaings available for distribution (i.e. the net profit after the deduction of
the items (a) to (d) above plus any previously undistributed cumulative retained earnings),
the Board of Directors may present a proposal to distribute to the shareholders by way
dividends at the annual general meeting for approval pursuant to the Applicable Listing
Rules. Dividends may be distributed in the form of cash dividends and/or bonus shares, and
subject to Cayman Islands law, the amount of dividends shall be atiftyasércent (50%)
of the net profit after the deduction of the items (a) to (d) above. Cash dividends shall
comprise a minimum of ten percent (10%) and a maximum of one hundred percent (100%)

of the total dividends allocated to shareholders.

~134~



B.The Co mgivadend policy is summarized below: The Company is in the growth stage,
based on capital expenditures, business expansion and comprehensive financial plan fo
sustainable development and other needs, will be based on future capital expenditures an
working capital needs of the situation of the Company to cash dividends and / or stock dividend
allotted to the shareholders of the Company.

C.In accordance with the regulations, the Company shall set aside special reserve from the deb
balance on other equitiems at the balance sheet date before distributing earnings. When debit
balance on other equity items is reversed subsequently, the reversed amount could be include
in the distributable earnings.

D.The appropriation of 2018 and 2017 earnings had beers ol ved at the stoc

June 17, 2019 and June 12, 2018, respectively. Details are summarized below:
Year ended December 31, 201¢ Year ended December 31, 201°

Dividends Dividends
per share per share
Amount (in dollars) Amount (in dollars)
Special reserve $ 121,161 $ 12,964
Legal reserve 97,655 109,610
Cash dividends (Note) 647,834 $ 5.15 535,859 $ 5.00
Total $ 866,650 $ 658,433

(&) The Company increased its capital using capital surplus, refer to Note 6(20) for more details.

(b) The aboe appropriations of earnings for the years ended December 31, 2018 and 2017 were
in agreement with the Board of Directorsbod
respectively.Informationa b o u t empl oyeesd6 compensatsiéon
remuneration of the Company as resolved at the meeting of Board of Directors will be
posted in the M@AMarket Observation Post {
Exchange.

Note: The number of outstanding shares for the appropriation of 28frfdngs was affected by
common shares converted from the first domestic unsecured convertible bonds issued by th
Company and restricted shares reverted to the Company due to the resignation of employee
Therefore, the Company authorised the Chairmadjost the stock and cash dividend rates
for the appropriations of 2018 earnings as resolved by the Board of Directors on July 1,
2019.

E.As of March 26, 220, earnings appropriation for 2019 has not been resolved at the
shar ehol de ridotmationeadtuitn gempl oyees o compensat.i
S u p e r vemsneratisndf the Company as resolved at the meeting of Board of Directors will
be posted in the HAMarket Observation Post
Exchange.

~135~



F.For informationrée at i ng t o empl oyeesd compensat.
remuneration, please refer to Note 6(29).
(23) Otherequityitems
d 2019
Equity related to
non-current
Unrealised gain Employee assets or disposal
Currency (losses) on unearned groups classified
translation valuation compensation as held for sale Total
At January 1 ($ 215,624)(% 643) ($ 71,870) $ - (% 288,137,
Changes in functional currency 57,466 396 57,862
Currency translation-Group ( 225,650) 284) ( 225,934
Employee restricted shares 17,738 17,738
Unrealised gains (losses) from
investments in equity instruments
measured at fair value through
other comprehensive income - ( 49) - ( 49)
Disposal of investments in equity
instruments measured at fair value
through other comprehensive
income 643 643
At December 31 ($ 383,808)($ 49) ($ 53,736) ($ 284) ($ 437,877,
d 2018
Unrealised gain Employee
Currency (losses) on unearned
translation valuation compensation Total
At January 1 ($ 95,105) - (% 95,105)
Currency translation-Group ( 120,519) - ( 120,519
Employee restricted shares 71,870)( 71,870)
Disposal of investments in equity instruments
measured at fair value through other comprehensi
income 643) - ( 643)
At December 31 ($ 215,624)(% 643) ($ 71,870)($ 288,137,

NOTE: The Company changed the functional currency from USBTD, and it was processed

on

by deferral in accordance with the IAS Zilhe Effects of Changes in Foreign Exchange

Rate® since January 1, 2019.
(24) Operatingevenue

A. Disaggregation of revenue from contracts with customers

The Group derives revenue from ttransfer of products at a point in time in the following

major product lines:
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2019 2018
Revenue from external customer contracts
Sound components $ 3,877,964 $ 3,124,631
Molding and automated equipment 720,219 2,026,077
Connectors 206,607 334,381
Optical components 30,690 98
Automobile series and others 289,038 272,715

$ 5,124,518 $ 5,757,902

B. Contract liabilities

The Group has recognised the following reverelated contract liabilities:
December 31, 2019 December 31, 2018
Contract liabiities-advance sales receipts $ 3,395 $ 82

(25) Other income

Years ended December 31,
r r

2019 2018

Interest income:

Interest income from bank deposits $ 2,125 $ 4,140

Interest income from financial assets measured at

amortised cost 1 213

$ 2,126 $ 4,353

Rental revenue 6,891 7,816
Miscellaneous income (Note) 44,010 113,313
Total $ 53,027 $ 125,482
Note:l n accordance with I AS 20, 0Accounting

gover nment assi st an c eefdKun Share DraganstgieadnCprcraft s u |
Baoying have obtained relevant government grants and recognisectdhged amounts
based on their nature as miscellaneous income of CNY$6,371 thousand and CNY$23,574
thousand in 2019 and 2018, respectively.

(26) Other gains and losses

Years ended December 31,
r F

2019 2018
Foreign exchange gains $ 18,096 $ 7,468
Gains on financial assets at fair value through profit or loss 5,504 -
Depreciation charge on rental equipment ( 5,672)( 4,113
Gains on disposal of property, plant and equipment 8,693 897
Compensatory loss ( 41,780) -
Other gains and losses ( 5,598)( 2,312
Total $ 20,757) $ 1,940
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(27) Einance costs

Interest expense
Financial expense, others

(28) Expenses by nature

Employee benefit expense

Depreciation charges on property, plant
and equipment

Depreciation charges on right-of-use
assets

Amortisation charges

Total

Employee benefit expense

Depreciation charges on property, plant
and equipment

Amortisation charges

Total

(29) Employee benefit expense

Wages and salaries

Labor and health insurance fees
Pension costs

Other personnel expenses

Years ended December 31,
L L

2019 2018
$ 67,279 $ 88,394
52,248 45,680
$ 119,527 $ 134,074

Year ended December 31, 2019

Operating
Operating cost expense Total
$ 1,405,686 $ 431,215 $ 1,836,901
771,719 188,785 960,504
41,933 13,261 55,194
73,984 66,442 140,426
$ 2,293,322 $ 699,703 $ 2,993,025

Year ended December 31, 2018

Operating
Operating cost expense Total
$ 1,326,474 $ 387,044 $ 1,713,518
389,236 246,409 635,645
141,163 125,769 266,932
$ 1,856,873 $ 759,222 $ 2,616,095

Years ended December 31,
r L

2019 2018
$ 1,543,150 $ 1,421,050
62,481 72,413
130,036 128,421
101,234 91,634
$ 1,836,901 $ 1,713,518
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A. Unless otherwise provided in the Applicable Listing Rules, where the Company makes profits
before tax for the annual financial year, the Compsrafl allocate

(@)A maximum of ten percent (10%) and a minimum of one percent (1%) of such annual
profits before tax for the purpose of employees' remunerations (including employees of the
Company and/or any Affiliated Company) (the "employees' remunergtiamns|

(b)A maximum of three percent (3%) of such annual profits before tax for the purpose of
Directorsdé remunerations (the Adirectors?o

(€ ) Notwithstanding the foregoing paragraph, if the Company has accumulated losses of
the previous years fdhe annual financial year, the Company shall set aside the amount of
such accumul ated | osses prior to the allo
remunerations. Subject to Cayman 1| sl|l ands
comensations and the directorsé remunerat
and/or bonus shares, upon resolution by a majority votes at a meeting of the Board of
Directors attended by twihirds (2/3) or more of the Directors. The resolutions of Baxr
Directors regarding the distribution of
remunerations in the preceding paragraph shall be reported to the shareholders at the gener
meeting after such board resolutions are passed.

B. For the yeas ended December 31, 2019 and 20flike mp| oyees 6 compensat
at $4,715 and $15, 255, respectively; direc
$4,715 and $15,255, respectively. The aforementioned amounts were recognized in salan
expeses.

For the year ended December 31, 2019, t he
supervisorso remuneration were both esti m
distributable profit of current year as of the end of reporting peridte enpl oy ees
compensation and directorsd and supervisor
were both $4,715, and the employeesd compe.]

Empl oyeesd® compensati on an dratidnifar 20¢8tamoustifg tca n d
both $15,255, as resolved at the meeting of Board of Directors were in agreement with those
amounts recognised in the 2018 financial statements.

A

|l nformati on about empl oyeesd compendgiatofi on
the Company as resolved at the meeting of
Observation Post Systemo at the website of
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(30) Income tax
A. Income tax expense

(a) Components of income tax expense:

Years ended December 31,
F F

2019 2018
Current tax:
Current tax on profits for the period $ 24,680 $ 330,670
Prior year income tax (overestimation)
underestimation ( 26,780) 1,982
Total current tax ( 2,100) 332,652
Deferred tax:
Origination and reversal of temporary differences 72,459 174,338
Income tax expense $ 70,359 $ 506,990

(b) The income tax credit relating to components of other comprehensive income is as. follow

Years ended December 31,
F r

2019 2018
Remeasurement of defined benefit obligations $ 16) $ -

(c) The income tax charged/credited to equity during the period is as $olNome.

(d)Reconciliationbetween income tax expense and accounting profit:

Years ended December 31,
r r

2019 2018
Tax calculated based on profit before tax and
statutory tax rate (Note) $ 103,191 $ 297,890
Income tax on overseas earnings 54,344 190,463
Tax exempted income by tax regulation 28,832 705
Temporary differences not recognised as deferred
tax assets ( 64,869) 14,347
Change in assessment of realisation of deferred
tax assets 942 1,603
Effect from investment tax credits ( 25,301) -
Prior year income tax (overestimation)
underestimation ( 26,780) 1,982
Income tax expense $ 70,359 $ 506,990

Note: The basis for computing the applicable tax rate the rates applicable in the
respective countries where the Group entities operate
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B. Amounts of deferred tax assetsliabilities as a result of temporary differences, tax losses are
as follows:

Year ended December 31, 2019

Recognised Transfers to a
in other disposal group
Recognised in  comprehensive Translation Business classified as
January 1 profit or loss income difierences combination held for sale December 31
Temporary diferences:
-Deferred tax assets:
Losses on overseas investment
for using equity method $ - $ 3561 $ - $ - $ 8,935 $ - 3 12,496
Refund liabilities - 7,217 - 264) - - 6,953
Deferred revenue 4,661 ( 113) - ( 170) - - 4378
Diflerence between accounting
and tax basis due to
depreciation 12,393 ( 12,383) - ( 10)
Others 9,657 13,531 16 ( 446) 1,321 - 24,079
Taxlosses - 37,304 - ( 1,356) 2,655 - 38,603
Subtotal $ 26,711 $ 49,117 $ 16 ($ 2,246) $ 12911 $ - % 86,509
-Deferred taxliabilities:
Income tax on overseas
earnings s 261,625) (% 54,344) - 7,897 - - (% 308,072
Diflerence between accounting
and tax basis due to
depreciation - ( 121,371, - 4,620 ( 41,414) 4,848 ( 153,317,
Losses on overseas investment
for using equity method - ( 416) - ( 18,625) - 19,041)
Others - 139 - ( 1,473) 664 ( 670)
Subtotal ( 261,625)( 175,992 - 12,517 ( 61,512) 5512 ( 481,100;
Total $ 234,914)($ 126,875) $ 16 $ 10,271 ($ 48,601) $ 5512 ($ 394,591
Year ended December 31, 2018
Recognised in Translation
January 1 profit or loss differences December 31
Temporary differences:
-Deferred taxassets:
Deferred revenue $ 4,873 ($ 115)($ 97 $ 4,661
Taxlosses 1,575 ( 1,575) - -
Difference between accounting and tax
basis due to depreciation - 12,628 ( 235) 12,393
Others 4,548 5,187 ( 78) 9,657
Subtotal $ 10,996 $ 16,125 ($ 410) $ 26,711
-Deferred tax liabilities:
Income taxon overseas earnings $ 65,647)($ 190,463)($ 5,515)($ 261,625
Total % 54,651)($ 174,338)($ 5,925)($ 234,914
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C.The Companyéos subsidiary had unused t ax I
unrecognized deferred tax assets aréolows:

December 31, 2019

Amount filed Unrecognised
Year incurred | assessed Unused amount = deferred tax assets Usable until year
2012 $ 5871 $ 1407 $ - 2022
2013 4,646 4,185 - 2023
2014 3,613 3,613 - 2024
2019 5,370 5,370 - 2029
$ 19,500 $ 14575 $ -
December 31, 2018
Amount filed Unrecognised
Year incurred / assessed Unused amount  deferred tax assets Usable until year
2011 $ 22809 $ - 3 -T 2021
2012 4,906 - - 2022
$ 27,7115 $ - $ -

D. The amounts of deductible temporary difference that are not recognised as deferred tax asse
are as follows:
December 31, 2019 December 31, 2018
Deductible temporary differences $ 5263 $ 1,181

E.T he Co sulssidigrie®ragonstate an@PBVI are domiciled in the Cayman Islands and
the Republic of Mauritius, respectively. They are exempted from corporate income tax pursuant
to local laws.

F. Concraft Precision Concraft Technology and HK OBO are domiciled in the Hong Kong Special
Administrat ve Regi on of the Peopleds Republic o
Tax Act, only the source of income from Hong Kong is taxable.

G.OBO(USA) is registered in the United States and is taxed in accordance with the U.S. corporate
income tax law.

H. According to the Regulation on the Implementation of the Enterprise Income Tax Act of the
People's Republic of China, the applicable income tax rate of Concraft Kun Goracraft
Baoying Haojun Kunshan an&eahorn Electronic Co., Ltds 25%, and Kun S
Dragonstate applies preferential income tax rate of 15% as a resllinoBhan Dragonstate
obtaining the Higktech Enterprise Certificate in accordance with the Article 28 in the same
regulation.

I. As of 2017, the income tax returns of Dragonstatermateonal Co. Ltdand TW OBQ the
subsidiaiesof the Company, have been assessed and approved by the Tax Authority.
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J. Under the amendments to the Income Tax Act which was promulgated by the President of the

Republic of China in February, 2018, the Canpy 6 s

applicabl e incom

from 17% to 20% effective from January 1, 2018. The Group has assessed the impact of the

change in income tax rate.
(31) Earnings per share

Basic earnings per share
Profit attributable to ordinary shareholders
of the parent
Diluted earnings per share
Profit attributable to ordinary shareholders
of the parent
Assumed conversion of all dilutive potential
ordinary shares
Convertible bonds
Employees' restricted shares
Employees' compensation
Profit attributable to ordinary shareholders
of the parent plus assumed conversion of
all dilutive potential ordinary shares

Basic earnings per share
Profit attributable to ordinary shareholders
of the parent
Diluted earnings per share
Profit attributable to ordinary shareholders
of the parent
Assumed conversion of all dilutive potential
ordinary shares
Employees' restricted shares
Employees' compensation
Profit attributable to ordinary shareholders
of the parent plus assumed conversion of
all dilutive potential ordinary shares

Year ended December 31, 2019

Weighted average

number of ordinary

shares outstanding  Earnings per
Amount after tax (share in thousands) share (in dollars)

$ 419,892 128006 $ 3.28
$ 419,892 128,006
2,081 8,512
- 43
- 53

$ 421,973 136614 $ 3.09

Year ended December 31, 2018

Weighted average

number of ordinary

shares outstanding  Earnings per
Amount after tax (share in thousands) share (in dollars)

$ 976,545 123,818 $ 7.89
$ 976,545 123,818

- 463

- 128
$ 976,545 124,409 $ 7.85
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(32) Businesombinations

A. On April 1, 2019, the Company entered into an agreement for a strategic equity investment in
OBO Pro. 2 Inc. (shown as financial assets at fair value through other comprehensive income
with its key shareholders and acquired three out of five seatseedBdoiard of Directors, which
grants the Company substantial control over the deems@king on activities of OBO Pro. 2
Inc. Thus, it was included as a subsidiary of the Company. The investee is engaged in
manufacturing of buzzers as well as sales of dduwoxes, speakers and microphone in Asia,
Europe and America, etc. As a result of the acquisition, the Group is expected to improve its
operational performance through integrating marketing and client resources of both parties,
expanding the scale of op&om to be more competitive on the market, and enhancing the
modularisation of the acoustic product line.

B. The following table summarises the consideration paid¥wrOBO and the fair values of the
assets acquired and liabilities assumed at the adqoisiate, as well as the naontrolling
interests proportionate share of the recognised amounts of ac@uidemtifiable net assets at
the acquisition date:

April 1, 2019

Purchase consideration $ 100,001

Non-controling interest's proportionate share of the recognised amounts of
acquiree's identifiable net assets 299,561
399,562

Fair value of the identifiable assets acquired and liabilties assumed

Cash 116,190
Notes receivable 1,727
Accounts receivable 67,606
Other receivables 2,081
Inventories 24,822
Prepayments 12,651
Other current assets 6,987
Non-current financial assets at fair value through other comprehensive income 1,122
Investments accounted for using equity method 583
Property, plant and equipment 138,562
Intangible assets 123,112
Deferred tax assets 12,911
Other non-current assets 10,184
Notes payable ( 3,986,
Accounts payable ( 48,976
Other payables ( 16,732
Tax liabilties ( 22)
Other current liabilties ( 6,103
Long-term borrowings ( 25,851
Deferred tax liabilties ( 61,513
Other non-current liabilties ( 3,071
Total identifiable assets 352,284
Goodwil $ 47,278
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C. The operating revenue included in the consolidated statemeotgfrehensive income since
April 1, 2019 contributed by TW OBO was $149,567. TW OBO also contributed profit before
income tax of $10,948 over the same period. Had TW OBO been consolidated from January 1
2019, the consolidated statement of comprehensivamiaocvould show operating revenue of
$290,833 and profit before income tax of $21,546.

D. The Company retrospectively adjusted the provisional amounts recongised on the acquisitior
date (measurement period) upon completion of the purchase price allooapiort m
accordance with I FRS 3, Obusiness combinat
about facts and circumstances that were in existence at the acquisition date. Accordingly, the
Company adjusted nerontrolling interest property, planhd equipment, intangible assets
patents, intangible assetgoodwill and deferred tax liabilities amountedb134,148, $80,133,
$121,097, ($23,601), and $41,414, respectively.

(33) Supplemental cash floimmformation

Investing activities with partial caglayments:

Years ended December 31,
r r

2019 2018

Purchase of property, plant and equipment $ 2,287,540 $ 952,261

Add: Opening balance of payable on equipment 61,093 42,958

Add: Ending prepayment for equipment 59,654 162,309

Less: Opening prepayment for equipment ( 162,309)( 69,093

Less: Ending balance of payable on equipment ( 234,227)( 61,093

Cash paid during the period $ 2,011,751 $ 1,027,342

(34) Changes in liabilities from financing activities
Issuance of Long-term
Other payables convertible borrowings Liabilities from
(Including bonds (Including (Including financing
related party) issue costs) current portion) Lease liabilities activities-gross

At January 1, 2019 $ 47,682 $ - $ 2,681,384 $ 78,830 $ 2,807,896
Changes in cash flow from

financing activities 197,152 1,528,513 ( 364,054)( 46,978) 1,314,633
Interest expense(Note) - - - ( 5,494) ( 5,494)
Changes in other non-cash

items - ( 1,482,603) 30,901 78,395 ( 1,373,307
Impact of changes in foreign

exchange rate - - |( 86,786 1,349 ( 85,437,
At December 31, 2019 $ 244,834 $ 45910 $ 2,261,445 $ 106,101 $ 2,658,290

Note:Showni n 6 Cash fl ows from operating activiti
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Long-term

Other payables borrowings Liabilties from
(Including (Including financing
related party) current portion) activities-gross
At January 1, 2018 $ - $ 1,926,259 $ 1,926,259
Changes in cash fow from financing
activities 47,682 755,125 802,807
At December 31, 2018 $ 47,682 $ 2,681,384 $ 2,729,066
7.RELATED PARTY TRANSACTIONS
(1) Names and relationship of relatedrties
Names of related parties Relationship with the Group

All directors, general managers, vice presideiKey management personnel of the Company
and chief directors

KUNSHAN DEWU PRECISION MOULD CO.Substantial related party ( it was no longer a

LTD. (f KUN S HDAENWUY 0 substantial related party starting from July 1
2018)
Monster Holding Co., Ltd, fiddsten) Representatives the tairman otthe Company

(ChaeSheng, Lu is the company representati

AGI Holding Co., Ltd.( A AJG | Representatives thegeneral manager of the
(LI,GUO-JI is the company representative)  company

(2) Significant related party transactioasd balances

A. Processing cost

Year ended

December 31, 2018
KUNSHAN DEWU $ 33,683

The processing price was made bagednutual agreement. The payment term is 60 days after
monthly billings, and the payment terms for the third party are from 30 days after monthly
billings to 180 days after the end of each month.

B. Rental revenue

Year ended

December 31, 2018
KUNSHAN DEWU $ 2,365

The Group leassmachinery and equipment to aforementioned related paaneshe rent was
collected monthly based on the agreement.
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C.Accounts payable to related part{esans from related partigs
(No such transaction as at December 31, 2018)
December 31, 2019
Monster and AGI $ 211,470

Payables to related parties arose from loans granted by shareholders, and payables to Monst
and AGI were $120,840 and $90,630, respectively. The payables bear no interest.

D. PropertytransactionNo such transaction as at December 31, 2019)
F

2018
Disposal Gain (loss)
proceeds on disposal
KUNSHAN DEWU $ 41,359 $ 1,381

As of March 262019, all the disposal proceeds have been collected.
(3) Key management compensation

Years ended December 31,
F r

2019 2018
Salaries and other short-term employee benefits $ 25,262 $ 24,725
Post-employment benefits 463 416
Total $ 25,725 $ 25,141
8.PLEDGED ASSETS
The Groupbés assets pledged as coll ateral are |
Book value
Pledged asset December 31, 201¢ December 31, 201& Purpose
Notes receivable $ 33,364 $ 47,808 Discounted notes receivable
Financial assets at amortised cost 318 - Quota of Post-release Duty Payment
Restricted deposits-current (shown as Current portion of long-term
other current assets) - 37,839 borrowings
Restricted deposits-non current
(shown as other non current assets) 87,208 - Long-term borrowings
Porperty, plant and equipment
- Land 13,262 61,515 Long-term borrowings
- Buildings 568,416 39,092 Long-term borrowings
- Machinery and equipment 712,644 197,971 Long-term borrowings
Right-of-use assets,Land
(shown as Right-of-use assets) 112,868 - Long-term borrowings

$ 1,528,080 $ 384,225
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9.SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNISED CONTRACT
COMMITMENTS

(1) Contingencies
None.

(2) Commitments
A. Provision of endorsements and guarantees to others: Please refer to table 2.

B. Capital expenditure contracted for at the balance sheet date but not yet incasréall@vs:
December 31, 2019 December 31, 2018
Property, plant and equipment $ 140,572 $ 236,923

C.Operatingeases
Effective in 2018

The future aggregate minimum lease payments receivable undeanoellable operating leases
are as follows:

December 31, 2018

Not later than one year $ 40,265
Later than one year but not later than five years 52,050
Total $ 92,315
10. SIGNIFICANT DISASTER LOSS
None.

11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE

Due to the impact of COVIEL9, the Group's production plant in Mainland China delayed the Spring
Festival resumption of work in accordance with local regulatidosvever, the Groupesumed work
on February 10, 2020. Athe epidemic continues to change, the Group deploys its resources
prudently and flexibly to minimize the impact on operations. The degree of impact on the Group's
revenue due to the resumption of work will depend on the subsequent control of the epidemic.

12. OTHERS

(1) Capitalmanagement

The Groupds objectives when managing capital
a going concern in order to provide returns for shareholders and to maintain an optimal capital
structure to reduce the cost of capital. In order to maintaiadpust 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 reducetdabt, ma xi mi ze stockhol der s
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(2) Einancialinstruments

A. Financial instrumestby category
December 31, 2019 December 31, 2018

Financial assets
Financial assets at fair value through proft or loss
Financial assets mandatorily measured at fair

value through prof or loss $ 310 $ -
Financial assets at fair value through other
comprehensive income
Designation of equity instrument 793 66,000
Financial assets at amortised cost
Cash and cash equivalents 398,377 208,544
Financial assets at amortised cost 318 -
Notes receivable 39,329 535,693
Accounts receivable 4,188,795 3,485,600
Other receivables 54,734 64,867
Guarantee deposits paid 14,054 18,937
Other current assets - 37,839
Other non-current assets 87,208 -
$ 4,783,918 $ 4,417,480

December 31, 2019 December 31, 2018

Financial liabilties
Financial liabilties at amortised cost

Short-term borrowings $ 132,150 $ -
Notes payable 4,937 3,598
Accounts payable 959,078 538,500
Other accounts payable 716,789 521,977
Bonds payable 45,910 -
Long-term borrowings (including current
portion) 2,129,295 2,681,384
$ 3,988,159 $ 3,745,459
Lease liabiities $ 106,101 $ -
B. Financial risk management policies
@The Groupbds activities expose it to a var

exchange risk, interest rate risk and price risk), credit risk and liquidity risk. Risk

management is carried out by a central treasury department (Groupyyaeasier policies

approved by the Board of Directors. Group treasury identifies, evaluates and hedges

financial risks in closecoper at i on
written principles for overall risk management, as well agewr policies covering specific

with the

Groupbs

ope

areas and matters, such as foreign exchange risk, interest rate risk, credit risk, use o
derivative financial instruments and ndarivative financial instruments, and investment of

excess liquidity.
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(b)The Group did noenter into contracts relating to derivative financial instruments that were
used to hedge certain exchange rate risk.
C. Significant financial risks and degrees of financial risks
(a)Market risk

Foreign exchange risk

i. The Group operates internationalind is exposed to foreign exchange risk arising from
the transactions of the Company and its subsidiaries used in various functional currency,
primarily with respect to the USD and RMB. Foreign exchange risk arises from future
commercial transactions anecognised assets and liabilities.

ii. Management has set up a policy to require group companies to manage their foreign
exchange risk against their functional currency. The group companies are required to
hedge their entire foreign exchange risk exposttie thve Group treasury.

iii. The Groupo6s busi ne s-lmctonal i carrercy wperatioo (fikee  n
Companyds functional currency: NTD; ot h
USD and RMB). The information on assets and liabilities denatedhin foreign
currencies whose values would be materially affected by the exchange rate fluctuations

is as follows:
December 31, 2019

Foreign Currency

amount Exchange Book value
(in thousands) rate (NTD)
(Foreign currency: functional currency)
Financial assets
Monetary items
USD:NTD $ 4916 29.980 $ 147,373
EURINTD 1,581 33.590 53,099
EUR:USD 1,120 1.120 37,607
Financial liabilties
Monetary items
EUR:USD $ 22,421 1120 $ 753,118
EURINTD 1,075 33.590 277,312
USD:RMB 2,901 6.964 86,969
USD:NTD 595 29.980 17,833
JPY:RMB 51,989 0.064 14,344
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December 31, 2018
Foreign Currency

amount Exchange Book value
(in thousands) rate (NTD)
(Foreign currency: functional currency)
Financial assets
Monetary items
EUR:USD $ 1,037 1.146 $ 36,504
Non-monetary items
NTD:USD 66,000 30.715 66,000
Financial liabilities
Monetary items
EUR:USD $ 25,121 1.146 $ 884,253
USD:RMB 1,908 6.868 58,616
JPY:RMB 166,742 0.062 46,387

iv. Total exchange gain, including realized and unrealized arising from significant foreign
exchange variation on the monetary itenedhby the Group for the years ended
December 31, 2019 and 2018 amounted to $1&0€67,468, respectively.

v. Analysis of foreign currency market risk arising from significant foreign exchange

variation:
Year ended December 31, 2019
Sensitivity analysis

Effect on other
Degree of Effect on proft =~ comprehensive

variation or loss income
(Foreign currency: functional currency)
Financial assets
Monetary items
USD:NTD 1% $ 1474 $ -
EURINTD 1% 531 -
EUR:USD 1% 376 -
Financial liabilities
Monetary items
EUR:USD 1% $ 7531 $ -
EURINTD 1% 2,773 -
USD:RMB 1% 870 -
USD:NTD 1% 178 -
JPY.RMB 1% 143 -
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Year ended December 31, 2018
Sensitivity analysis

Effect on other
Degree of Effect on proft =~ comprehensive

variation or loss income
(Foreign currency: functional currency)
Financial assets
Monetary items
EUR:USD 1% $ 365 $
Non-monetary items
NTD:USD 1% - 643
Financial liabilities
Monetary items
EUR:USD 1% $ 8843 $
USD:RMB 1% 586
JPY.RMB 1% 464

Price risk

. The GroupO6s ewhich areyexppsed to pricd risle are the held financial
assets at fair value through profit or loss and financial assets at fair value through other
comprehensive income. To manage its price risk arising from investments in equity
securities, the Group davsifies its portfolio.

Diversification of the portfolio is done in accordance with the limits set by the Group.

i.The Groupbs investments in equity secur
companies. The prices of equity securities would changeadtie change of the future
value of investee companies. If the prices of these equity securities had
increased/decreased by 1% with all other variables held constantapgsbfit for the
yeas ended December 31, 2019 and 2018 would have increasesdisded by $8 and
$660, respectively as a result of gains/losses on equity securities classified as at fair
value through other comprehensive income.

Cash flow and fair value Interest rate risk

. The Groupds i nt er es tternrbarovengs whishkissued at vwarable f r
rates that expose the Group to cash flow interest rate risk. During the years ended

December 31, 2019 and 2018, the Groupos
in the USD, RMB and EUR.

ii. If the borrowing inteest rate had increased/decreased by 0.25% with all other variables
held constant, profit for the years ended December 31, 2019 and 2018 would have
increaseftlecreased by $5,968 and $5,667, respectively. The main factor is that changes
in interest expensesult in floatingrate borrowing.
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(b)Credit risk

Vi.

Credit risk refers to the risk of financial loss to the Group arising from default by the
clients or counterparties of financial instruments on the contract obligations. The main
factor is thatcounterparties could not repay in full the accounts receivable based on the
agreed terms, and the contract cash flows of debt instruments stated at amortised cost.

The Group manages their credit risk .taki
For banks and financial institutions, only independently rated parties with a good credit
rating are accepted. According to the Gr
is responsible for managing and analysing the credit risk for eacleiofniaw clients
before standard payment and delivery terms and conditions are offered. Internal risk
control assesses the credit quality of the customers, taking into account their financial
position, past experience and other factors.

The Group, bagkon the histional collection experience, adopts the assumptions under
IFRS 9, if the contract payments were past due over 90, there has been a significan
increase in credit risk on that instrument since initial recognition. The default occurs
when the cotract payments are past due over 360 days.

.The Group classifies customersd account ¢

customer, and customer types. The Group applies the modified approach using provision
matrix and loss rate methodology éstimate expected credit loss under the provision
matrix basis.

The Group used the forecastability of Taiwan Institute of Economic Research boom
observation report and Basel Il to adjust historical and timely information to assess the
default possillity of accounts receivableAs of December 31, 2019 and 2018, the
provision matrix and loss rate methodology is as follows:

Up to 90 days 180 days 365 days Over 365 days
Not past due past due past due past due past due Total

December 31,2019
Expected loss rate 0.02%~11.83% 0.03%~46.23% 0.03%~79.43% 0.03%~100% 100.00%

Total book value $ 3,139,913 $ 649,033 $ 231,877 $ 182,919 $ 12,355 $ 4,216,097
Loss allowance $ 3,375 $ 5,275 $ 2,465 $ 3,832 $ 12,355 $ 27,302
Up to 90 days 180 days 365 days Over 365 days
Not past due past due past due past due past due Total

December 31, 2018

Expected loss rate 0.03% 0.04% 0.24% 39.17% 100.00%
Total book value $ 2,765,802 $ 654,276 $ 65,046 $ 2,778 $ 9,415 $ 3,497,317
Loss allowance $ 768 $ 290 $ 156 $ 1,088 $ 9,415 $ 11,717
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vii. Movements in relation to the Group applying the modified approach to provide loss
allowance for accounts receivableasfollows:

[ 2019 r 2018
Accounts Accounts
receivable receivable
At January 1 $ 11,717 $ 14,791
Provision for impairment 14,312 -
Reversal of impairment loss - ( 2,832
Effect of foreign exchange 1,273 ( 242)
At December 31 $ 27,302 $ 11,717
(c) Liquidity risk
i. Cash flow forecasting is performed in the operating entities of the Group and aggregated
by Group treasury. Group treasury moni-t

requirements to ensure it has sufficient cisimeet operational needs while maintaining
sufficient headroom on its undrawn committed borrowing facilities at all times.

ii. Surplus cash held by the operating entities over and above balance required for working
capital managemengnd invests surplus cash in interest bearing current accounts and
time deposits, choosing instruments with appropriate maturities or sufficient liquidity to
provide sufficient headoom as determined by the abawentioned forecasts.

iii. The Group has the flowing undrawn borrowing facilities:

December 31, 2019 December 31, 2018

Floating rate:

Expiring within one year $ 37,000 $ 131,150

Expiring beyond one year 598,706 326,242
Fixed rate:

Expiring within one year - 223,600

Expiring beyond one year - -
$ 635,706 $ 680,992

The facilities expiring within one year are annual facilities subject to review at various
dates during 2020.

iv.The tabl e bel ow a ndervatigedisancial Hiabiliti€s rintourgledant n o
maturity groupings based on the remaining period at the balance sheet date to the
contractual maturity date. Apart from notes payable, accounts payable and other payable:
whose contractual undiscounted cash flows are approximate to the carrying amount anc
which arematuring within a year, the amounts disclosed in the table are the contractual
undiscounted cash flows:
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Less than Between More than

1 year 1 and 2 years 2 years
Non-derivative financial liabilties:
December 31, 2019
Short-term borrowings $ 136,707 $ - % -
Lease liabilties 55,316 30,858 26,670
Bonds payable - 47,500 -
Long-term borrowings (including current
portion) 944,785 993,635 272,238
Less than Between More than
1year 1 and 2 years 2 years

Non-derivative financial liabilities:
December 31, 2018
Long-term borrowings (including current
portion) $ 1,931,012 $ 295,007 $ 560,473

(3) Fair valueinformation

A. The different levels that the inputs to valuation techniques are used to measure fair value of

financial and no#financid 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 wher

a market in which transactionsrfasset or liability take place with sufficient
frequency and volume to provide pricing information on an ongoing basis

Level 2:Inputs other than quoted prices included within Level 1 that are observable for the

asset or liability, either directly or indictly.

Level 3:Unobservable inputs for the asset or liability. The fair vaiue of theugdre
investment in equity investment without active market is included in Level 3.
B. Financial instruments not measured at fair value

The carrying amounts of cashdacash equivalents, notes receivable, accounts receivable,

other receivables, shettrm borrowings, notes payable, accounts payable andtéomy
borrowings (including current portion) are approximate to their fair values.

C. Therelatedinformation on fnancial and noiffinancial instruments measured at fair value
by level on the basis of the nature, characteristics and risks of the assets and liabilities is a

follows:
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(a) The related information of natures of assets and liabilities is as follow

December 31, 2019 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value measurements

Financial assets at fair value through
profit or loss

Put option on convertible bonds $ - $ - $ 310 $ 310

Financial assets at fair value through
other comprehensive income

Equity securities - - 793 793
Total $ - $ - $ 1,103 $ 1,103
December 31, 2018 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value measurements

Financial assets at fair value through
other comprehensive income

Equity securities $ - $ - $ 66,000 $ 66,000

(b) The methods and assumptions the Group used to measure fair value are as follows:

i. When assessing nestandard and lovweomplexity financial instruments, for example,
debt instruments without active market, the Group adopts a valuation techniqse that i
widely used by market participants. The inputs used in the valuation method to
measure these financial instruments are normally observable in the market.

ii. The Group takes into account adjustments for credit risks to measure the fair value of
financial and norfinancial instruments to reflect credit risk of the counterparty and
the Groupo6s credit quality.

E. For the year ended December 31,20khere was no transfer between Level 1 and Level 2.
F. The following chart is the movement of Level 3 for flear ended December 31, 2019:

r

2019

At January 1 $ 66,000
Acquired in the period 34,001
Acquired from business combination 1,122
Disposed in the period ( 100,001
Unrealised gains (losses) from investments in equity

instruments measured at fair value through other

comprehensive income ( 329)
At December 31 $ 793

G. For the year ended December 31, 2019, there was no transfer into or out from Level 3.
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H. Financial segment is in charge of valuation procedures for fair value measurements being
categorised within Level 3, which is to verify independent fair value of financial
instruments. Such assessment is to ensure the valuation results are reasongiienigy ap
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 updating inpdtsubevaluation
model and making any other necessary adjustments to the fair value.

I. The following is the qualitative information of significant unobservable inputs and
sensitivity analysis of changes in significant unobservable inputs to valuatel osed in
Level 3 fair value measurement:

Fair value at Significant Range Relationship of
December 312019 Valuationtechnique unobservable inpu (weightedaverage) inputs of fair value

Non-derivative equity instrument

Unlisted shares  $ 793 Market comparabl¢Price to book ratio 30.00% The higher the
companies multiple, multiple and
Discount for lack o control premium,
marketability the higher the fait
value;

The higher the
discount for lack
of marketability,
the lower the fa

value
Call option on 310 Binomial Tree Risk-free interest 0.4926% The higher the
convertible bonds Model rate risk-free interest

rate, the higher
the fair value;

The higher the
share price, the
higher the fair
value;

Volatility 51.51% The higher the

volatility, the

higher the fair
value

Share price 175.5

Non-derivative equity instrument

Unlisted shares $ 66,00CDiscounted cash Weighted average 15.42% The highetthe
flow cost of capital weighted average
cost of capil and
discount for lack
of control , the
lower the fair
value
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J.The Company has carefully assessed the valuation models and assumptions used to meast
fair value. However, use of different valuation modelassumptions may result in different
measurement. The following is the effect of profit or loss or of other comprehensive income
from financial assets and liabilities categorised within Level 3 if the inputs used to valuation
models have changed:

December 31, 2019

Recognised in other
comprehensive income

Favourable Unfavourable
Input Change change change
Financial assets
Equity instrument  Price to book ratio +1% (3 318 ($ 340

multiple,

Discount for lack of
marketability

Recognised in profit or loss

Favourable Unfavourable
Input Change change change
Call option on Risk-free interestrate +20bp $ 1C $ -
convertible bonds
Share price + 10% 80 ( 140
Volatility + 5% 18C ( 130
$ 27C ($ 270

December 31, 2018

Recognised in other
comprehensive income

Favourable Unfavourable
Input Change change change
Financial assets
Equity instrument  Weighted average co:  + 1% $ 577¢ ($ 4,954

of capital

13. SUPPLEMENTARY DISCLOSURES

(1) Significant transactions information

A. Loans to others: Please refer to table 1.
B. Provision of endorsements and guarantees to others: Please refer to table 2.

C. Holding of marketable securities at the end offiegod (not including subsidiaries, associates
and joint ventures): Please refer to table 3.

D. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or
20% of the Compardy paidin capital: None.
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E. Acquisition of real estateeaching NT$300 million or 20% of paid capital or more: None.

F. Disposal of real estate reaching NT$300 million or 20% of-pawmhpital or more: None.

G.Purchases or sales of goods from or to related parties reaching NT$100 million or 20% of
paicin captal or more: Please refer to table 4.

H. Receivables from related parties reaching NT$100 million or 20% ofipaidpital or more:
Please refer to table 5.

I. Trading in derivative instruments undertaken during the reporting periods: None.

J. Significant intercompany transactions during the reporting periods: Please refer to table 6.

(2) Information on investees

Names, locations and other information of investee companies (not including investees in
Mainland China) Please refer to table 7.

(3) Information oninvestments in Mainland China

A. Basic information: Please refer to table 8.

B. Significant transactions, either directly or indirectly through a third area, with investee
companies in the Mainland Area: Please refer to table 9.

14. SEGMENT INFORMATION
(1) Generainformation

The Group operates business only in a single industryGheoup s Board of
allocates resources and assesses performance of the Group as a whole, has identified that t
Group has only one reportable operating segment.

(2) Measuremetof segment information

The Groupbs segment profit (loss) is measur
used as a basis for the Group in assessing the performance of the operating segments. Tl
accounting policies of the operating seits are in agreement with the significant accounting
policies summarized in Note 4.

(3) Information about segment profit or loss, assets and liabilities

Years ended December 31,
F F

2019 2018

Segment revenue
Revenue from external customers $ 5,124518 $ 5,757,902
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Years ended December 31,
F r

2019 2018
Segment income $ 462,027 $ 1,483,535
Interest income $ 2,126 $ 4,353
Interest expense $ 119,527 $ 134,074
Depreciation and amortisation $ 1,161,796 $ 906,690
Income tax expense $ 70,359 $ 506,990

December 31,

r 2019 l 2018
Segment assets $ 10,255,225 $ 8,173,171
Segment liabilities $ 4,954,891 $ 4,191,812

(4) Reconciliation for segments income (loss)

The Group is mainly engaged in a single product induatrgt, the Board of Directors evaluates
performance and allocates resources as a whole; therefore, there is only one operating segment 1
reporting purpose, and reconciliation is not applicable.

(5) Information on products and services

Details of revenue is aslfows:
Years ended December 31,

’ 2019 . 2018
Sound components $ 3,877,964 $ 3,124,631
Molding and automated equipment 720,219 2,026,077
Connectors 206,607 334,381
Automobile series and others 319,728 272,813
Total $ 5124518 $ 5,757,902

(6) Geographical information

Geographical information for the years ended December 31, 2019 and 2018 is as follows:
Year ended December 31, 2019 Year ended December 31, 2018

Non-current Non-current
Revenue assets Revenue assets
China $ 4,698,241 $ 4,239,420 $ 5,538,424 $ 3,164,365
Taiwan 103,701 505,615 71,392 124,959
Others 322,576 87,518 148,086 66,000

$ 5,124,518 $ 4,832,553 $ 5,757,902 $ 3,355,324
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(7)Major customer information

Customers constituting more than 10%

of t he
31, 2019%nd 2018 are as follows:

Year ended December 31, 2019 Year ended December 31, 2018

Revenue % Revenue %
A $ 2,743,919 54 $ 4,235,404 74
B 951,575 19 - -
C 290,975 6 824,303 14
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CONCRAFT HOLDING CO., LTD. AND SUBSIDIARIES
Loans to others
Year ended December 31,2019

Table 1 Expressed in thousands of NTD
(Except as otherwise indicated)
Maximum
outstanding
balance during the Amount of
Isa vear ended Balance at transactions  Reason for _ Collateral 7 it o loams
No. General ledger related December 31,  December 31, Actual amount Interest Natweof — withthe short-term Allowanee for granted to a Ceiling on total
(Note 1) Creditor Bomower account party 2019 2019 drawn down rate loan bomower financing doubtful accounts _Item Value  single party loans granted Footmote
EKun Shan Dragonstate
o CONCRAFTHOLDING [y onic Technology Co. Ofher receivables Yes § 833616 $ 430,500 § R 5 Short-term ¢ - Opemtions § - Nome $ - § 1508142 § 2130856 Noted -8
CO_.LTD Ltd financing
RAFT Concraft Precision
0 corc HOLDING Electronic (Baoying) Co.,  Other receivables  Yes 200 800 - - 0 Short-term - Operations - None 1,508 142 2,130,856 Note2 - &
CO.LTD Ltd N financing
CONCEAFT HOLDING  Dragonstate Technelogy - - . Short-term . - N 5.
0 CO_1TD Co.ltd Other receivables Yes 100,770 100,770 1,348 24 E ing - Operations - None 1,598 142 2,130,856 Notel -8
. Concraft Precision
1 mﬁ;‘; CL“"BW'“’"D;““"‘ Etl;rlmnir (Baoying) Co.,  Other receivables  Yes 99 25 30 Sﬁh"“"’;;* - Operations - None 130,666 130,666 Note6 - 9
. Kun Shan Dragonstate
Dragonstate International . - - = Short-term . )
1 Tecnology Co., Ltd. ftl;rlmmr Technology Co., Other receivables  Yes 391 45 45 0 fmancing - Operations - None 130,666 130.666 Notef - 9
Dragonstate International ~ Haojun Precision Electronic - Short-term . )
1 Technology Co., Ltd. Knsham). Co.. Ltd Other receivables Yes 6 - - 0 . g - Operations - None 130.666 130,666 Note6 - 9
. Concraft Precision
Dragonstate International - . - - Short-term . .
1 Technology Co., Ltd. g)er]]l-at:umcs (Kun Shan)  Other receivables Yes 1,278 - - 0 ﬁ g - Operations - None 130,666 130,666 MNotef - 9
Dragonstate International ~ Dragonstate Technelogy - N . Short-term . N
1 Tecnology Co., Ltd. Co.ltd Other receivables Yes 28111 27,390 6,801 0 E g - Operations - None 130,666 130,666 Note6 - 9
Dragonstate International ~ CONCRAFT HOLDING - - . . Short-term . N
1 Technology Co., Ltd. CO.LTD Other receivables  Yes 2,768 2768 8,768 0 & ing - Operations - None 130,666 130,666 Note6 - 9
Kun Shan Dragonstate . L y
- ) Haojun Precision Electronic - = Short-term - s 5 57 .
2 ﬁ;mmmc Technology Co.. Fomshan), Co., Ltd Other receivables  Yes 35463 - - 0 . ing - Operations - None 3,851,139 1,925.570 Note3 - 9
Kun Shan Dragonstate Concraft Precision Short-term
2 Electronic Technelogy Co.. Mechatronics (Kun Shan)  Other receivables  Yes 140,246 - - 0 - Operations - None 3,851,139 1,925 570 Noted - &
financing
Ltd Co., Ltd.
Concraft Precision . L. .
. Haojun Precision Electronic - - - <y Short-term . -
3 I(\;I:Ic?hf;r;.:mcs (Kun Shan) (Runshan), Co_, Ltd Other receivables  Yes 71.156 7.156 7.156 0 & ing - Operations - None 20,000 100,000 Note7 - 9
Table 1 Page 1
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CONCPAFT HOLDING COQ., LTD. AND SUBSIDIARIES
Loans to others
Year ended December 31, 2019

Table 1 Page 2

163

Table 1 Expressed in thousands of NTD
(Except as otherwise indicated)
Maximum
outstanding
balance during the Amount of
Isa vear ended Balance at transactions  Fleason for _ Collateral 73t on loans
No. General ledger related December 31,  December 31, Actual smount Interest Natwre of — with the short-term Allowance for granted to a Ceiling on total
(MNote 1) Creditor Bomower account party 2019 2019 drawn down rate loan borrower financing doubtful accounts _Item Value  single party loans granted Footnote
_ Kum Shan Dragonstate

g  Dregoustate Techmology oy o i Technology Co.. Ofher receivables Yes  § 36432 § -8 . g Shortdem o - Operations  § o Neme § - § 3652025 § 1826012 Noted-0
Co. Ld. 1td financing
Dragonstate Technology  Concraft Technelogy Co., - - Short-term . . , N

4 Co.Ltd Itd Other receivables  Yes 368,940 568,940 568,940 0 ﬁ ing - Operations - None - 3,652,025 1,826,012 Noted - 9

4 2:?{‘?;_‘“‘“* Techuology ggNERIbm HOIDING (3 receivables  Yes 29,980 29,980 28371 0 Sﬁh"n"’;; - Operations - None - 3,652,023 1,926,012 Noted - 9

5 Eg“‘]’j Precision E:’g]‘i‘t’j_t"’ Technology  per receivables  Yes 181 179 M0 Sﬁh"n"’;; - Operations . Neme - 3,652,005 1826012 Noted - 0

i Kun Shan Dragonstate

¢  Coneraft Technology Co.. 5y roric Technology Co., Other receivables Vs 583,075 583,075 sg3075 o  Shorttem - Operations . Neme - 200,000 850,000 Noted - 0
Ltd 1td financing
Concraft Technology Co..  Dragonstate International - . Short-term . - -

6 1td Technology Co., Ltd Other receivables  Yes 696 458 458 0 ﬁ ing - Operations - None - 800,000 850,000 Note5 -9
Concraft Technology Co..  Dragonstate International - N Short-term . - -

6 1td Technology Co., Ltd Other receivables  Yes 32,948 - - 0 ﬁ ing - Operations - None - 800,000 850,000 Note5 -9

. .. . Concraft Precision

7 HK“"J‘“'] Prfcc“f}_ﬂm“mc il;cnmm'c (Baoying) Co..  Other receivables  Yes 2,895 - -0 Sﬁh"n"’;; - Operations - None - 80,000 100000 Note7 - 9
Concraft Precision ‘Concraft Precision Short.term

8 Electromic (Baoying) Co.,  Mechatronics (Kum Shan)  Other receivables  Yes 7,223 7,223 7223 0 Tt . - Operations - None - 801,719 1,002,149 Note7 -9
Ld Co.ltd financing



Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:
Note 7:

Note 8:

Note 9:

The mumbers filled m for the loans provided by the Company or subsidiaries are as follows:

(1)The Company 15 “0".

(2)The subsidiaries are mumbered in order starting from 17

Ceiling on total loans granted to all parties is 40% of net asset value of the Company; ceiling on loans granted to a single party is 30% of net asset value of the Company.

Ceiling on total loans granted to all parties and to a single party are both 40 % of net asset value of the Company’s investee, Kxm Shan Dragonstate Electronic Technology Co.. Ltd

Ceiling on total loans granted to all parties and to a smgle party are 100% and 80% respectively. of net asset value of the foreign company 100% of voting shares directly and indirectly held by the Company or (ultimate) pament company.

Ceiling on total loans granted to all parties and to a single party are both 40 % of net asset value of the Company's subsidiary, Dragonstate Technology Co., Ltd. and Concraft Precision Co. Ltd..

Ceiling on total loans granted to all parties is the higher amount between 100% of net asset value of the foreign company 100% of voting shares directly and indirectly held by the Company or (ultimate) parnent company and $100,000 thousand dollars.
Ceiling on loans granted to a single party is the higher amount between 20% of net asset value of the foreign company 100% of voting shares directly and indirectly held by the Company or (ultimate) pament company and $80,000 thousand dollars.
Ceiling on total loans granted to all parties and to a simgle party are both 40 % of net asset value of the Company's subsidiary, Concraft Technology Co., Ltd..

Ceiling on total loans granted to all parties is the higher amount between 130% of net asset value of the foreign company 100% of voting shares directly and indirectly held by the Company or (ultimate) pament company and $830,000 thousand dellars.
Ceiling on loans granted to a single party is the higher amount between 120% of net asset value of the foreign company 100% of voting shares directly and indirectly held by the Company or (ultimate) pament compamy and $800,000 thousand dollars.
Ceiling on total loans granted to all parties and to a single party are both 40 % of net asset value of the Company's investee. Dragonstate International Technology Co., Ltd..

Ceiling on total loans granted to all parties and to a simgle party are both 40 % of net asset value of the Company's mvestees, Concraft Precision Electronic (Baoying) Co., Ltd., and Haojun Precision Electromc (Kunshan), Co., Ltd..

Ceiling on total loans granted to all parties is the higher amount between 100% of net asset value of the foreign company 100% of voting shares directly and indirectly held by the Company or (ultimate) pament company and $100,000 thousand dellars.
Ceiling on loans granted to a single party is the higher amount between 80% of net asset value of the foreizn company 100% of voting shares directly and indirectly held by the Company or (ultimate) parment company and $80,000 thousand dollars.

In accordance with policies in the progress of granting a loan credit limit is set based on the net asset value of its most recent audited reviewed financial statements and report, and the Company reported $2,007,226 in December 2019; however, the limit is set based on the
audited Teviewed financial statements and report for the third quarter of 2019 as the 2019 anmal financial statements and report have not been audited.

In accordance with policies in the progress of granting a loan, credit limit is set based on the net asset value of its most recent audited reviewed financial statements and report, and the Company reported $11,351.601 in December 2019; however, the limit is set based on the
andited Teviewed financial statements and report for the third quarter of 2019 as the 2019 anmal financial statements and report have not been audited.
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Table 2 Expressed in thousands of NTD
(Except as otherwise indicated)
Provision of
Party being endorsed/guarantesd Maximum Fatio of Provision of Provision of endorsements
outstanding Cutstanding accumulated endorsements/ endorsements/ !
Eelationship Limit on endorsement’  endorsement/ Amount of endorsement/ Ceiling on total ~ guarantees by guarantees by guarantees to
with the endorsements/ guarantee guarantee endorsements/ guarantee amount amount of parent subsidiary to  the party in
endorser/ guarantees amount as of amount at guarantees  to net asset value of  endorsements’  company to parent Mainland
Number guarantor provided for a December 31,  December 31,  Actual amount  secured with the endorser/ guarantees subsidiary company China
(Note 1) Endorser/ guarantor Company name (Mote ) single party 2019 2019 drawn down collateral  guarantor company provided (Note 3) (Note 3) (Note 3} Foomote
0 CONCRAFT Dragonstate Technology 2 $ 8523424 5§ 1409060 § 944370 § 752619 § - 17.73 §  10.654.280 Y N N Note 4, 5
HOLDING CO., Co.. Ltd.
LTD
0 CONCRAFT Kun Shan Dragonstate 2 8.523.424 258.300 238.300 240,004 - 4.85 10.654.280 Y N N Note 4, 5
HOLDING CO., Electronic Technology
LTD Co.. Ltd.
1 Kun Shan Haojun Precision 2 3.851.139 43,030 - - - - 43813.924 N N Y Note 6, 8
Dragonstate Electronic (Kunshan),
Electronic Co.. Ltd
Technology Co., Ltd.
2 Dragonstate Dragonstate Technology 3 326.664 20 920 20020 - - 0.56 489 008 N N N Note 7.8
International Co., Ltd

Technology Co., Ltd.

CONCEAFT HOLDING CO., LTD. AND SUBSIDIARIES
Provision of endorsements and guarantees to others
Year ended December 31, 2019

Note 1: The numbers filled in for the endorsements/guarantees provided by the Company or subsidiaries are as follows:

(1)The Company 15 0",

(2)The subsidiaries are numbered in order starting from “1°.
Note 2: Relationship between the endorser/guarantor and the party being endorsed/zuaranteed is classified into the following six categories; fill in the number of category each case belongs to:

(1)Having business relationship.

(2)The enderser/guarantor parent company owns directly more than 30% voting shares of the endorsed/guaranteed subsidiary.

(3)The enderser/guarantor parent company and its subsidiaries jointly own more than 50% veting shares of the endorsed/guaranteed company.
(4)The endorsed/guaranteed parent company directly or indirectly owns more than 30% voting shares of the endorser/guarantor subsidiary.
(5)Mutual guarantee of the trade as required by the construction concraft.
(6)Due to joint venture, each shareholder provides endorsements/guarantees to the endorsed/guaranteed company in proportion to its ownership.
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Note 3:
Note 4:

Note 5:

Note 6:

Note 7:

Note 8:

Fill in °Y” for those cases of provision of endorsements/guarantees by listed parent company to subsidiary and provision by subsidiary to listed parent company, and provisien to the party in Mainland China.

Ceiling on total amount of endorsements and guarantees provided by the Company for all parties is 200% of the Company's net assets value; limit on endorsements and guarantees provided by the Company for a single party is 160% of the
Company's net assets value.

In accordance with policies of endorsements and guarantees, the ceiling is set based on the net asset value of its most recent audited reviewed financial statements and report, and the Company reported $10,036.130 in December 2019; however,
the limit is set based on the audited/reviewed financial statements and report for the third quarter of 2019 as the 2019 annual financial statements and report have not been audited.

Ceiling on total amount of endorsements and guarantees provided by Kun Shan Dragonstate Electronic Technology Co., Ltd., the subsidiaries of the Company. for all parties is 100% of endorsers’/guarantors” net assets value; limit on
endorsements and guarantees provided by Kun Shan Dragonstate Electronic Technology Co., Ltd., the subsidiaries of the Company. for a single party 1s 80% of the endorsers’/guarantors’ net assets value.

Ceiling on total amount of endorsements and guarantees provided by Dragonstate Intemational Technology Co., Ltd.. the subsidiaries of the Company, for all parties 15 150% of endorsers’/zuarantors’ net assets value; limit on endorsements and
guarantees provided by Dragonstate Intemational Technolegy Co., Ltd., the subsidiaries of the Company, for a single party is 100% of the endorsers /guarantors” net assats valus.

In accordance with Dragonstate Intemational Technology Co., Ltd.  “Procedures for Provision of Endorsements and Guarantees” . ceiling on endorsements / guarantess provided is the net assets of the latest financial statements audited or
reviewed by independent accountants. The Company has published the amount of $477.528 on behalf of Dragonstate International Technology Co., Ltd. in December 2019.

In accordance with Kun Shan Dragonstate Electronic Technology Co., Ltd.  “Procedures for Provision of Endorsements and Guarantees™ . ceiling on endorsements / guarantees provided is the net assets of the latest financial statements andited
or reviewed by independent accountants. The Company has published the amount of $4,020,291 on behalf of Kun Shan Dragonstate Electrenic Technology Co.. Ltd. in December 2019.

However, the limit is set based on the audited/Teviewed financial statements and report for the third quarter of 2019 as the 2019 annual financial statements and report have not been audited.
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CONCEAFT HOLDING CO., LTD. AND SUBSIDIARIES
Holding of marketable securities at the end of the period (not including subsidiaries, associates and joint ventures)
Year ended December 31, 2019

Table 3 Expressed in thousands of NTD
(Except as otherwise indicated)
As of December 31, 2012
Relationship with the General Orwmnership
Securities held by Marketable secunties (Note 1) securnties issuer (Mote 2) ledger account MNumber of shares Book value (Note 3) (%) Fair value Footnote
SenYun Precision Optical Stocks Financial assets at fair value 141,155 § 793 02224 § 793
Corporation Co. Ltd. through other comprehensive

income-non current

Note 1: Marketable securities in the table refer to stocks, bonds, beneficiary certificates and other related denvative secunties.
Note 2: Leave the clumn blank if the issure of marketable serunties is non-related party.
Note 3: Fill in the amount after adjusted at fair value and deducted by accumulated impairment of the marketable secunities measured at fair value; fill in the acquisition cost or amortised cost deducted by acoumulated impaimment for the

marketable secunties not measured at fair value.
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CONCRAFT HOLDING CO., LTD. AND SUBSIDIARIES
Purchases or sales of goods from or to related parties reaching $100 million or 20% of paid-in capital or more

Year ended December 31, 2019
Table 4 Expressed m thousands of NTD
(Except as otherwise indicated)
Differences in transaction terms
compared to third party
Transaction transactions (Note 1) Notes/accounts receivable (pavable)
Percentage of
total
Relationship Percentage of notes/accounts
with the Purchases total purchases receivable Foomote
Purchaser/seller Counterparty coumterparty (sales) Amount (sales) Credit term Unit price Credit term Balance (payable) (Note 2)

Same ultimate Sales (3 316.919) (7%) 90 days from the - Normal ] 12,040 0%
Eum Shan Dragonstate Electronic DRAGONSTATE parent company end of the next
Technology Co.. Ltd. TECHNOLOGY CO., LTD. month

Same ultimate Sales 198.412) (73%) 30 days from the - Normal 2976 63%
Haojun Precision Electronic (Kumshan) Kun Shan Dragenstate Electronic  parent company end of the next
Co., Ltd Technology Co., Ltd. month

Same ultimate Sales 987.621) (89%) 30 days from the - Normal - 0%
Concraft Precision Mechatronics (Kun  Kun Shan Dragonstate Electronic  parent company end of the next
Shan) Co., Ltd. Technelogy Co., Ltd. month

Same ultimate Sales ( 108.792) (10%) 30 days from the - Normal 580 1%
Concraft Precision Mechatromcs (Kun Concraft Precision Electronic parent company end of the next
Shan) Co., Ltd. (Baoying) Co., Ltd. month

Same ultimate Sales 458.800) (39%) 90 days from the - Normal 10,582 2%
Concraft Precision Electronic Kun Shan Dragonstate Electronic  parent company end of the next
(Baoying) Co., Ltd. Technology Co., Ltd. month

Note 1: If terms of related party transactions are different from third party transactions. explain the differences and reasons in the “Unit price” and “Credit term” columns.
Note 2: In case related party transaction terms invelve advance receipts (prepayments) transactions, explain in the foomote the reasons, contractual provisions, related amounts, and differences in types of ransactions compared to third-party

transactions.
Note 3: Paid-in capital referred to herein is the paid-in capital of parent company. In the case that shares were issued with no par value or a par value other than NT$10 per share, the 20 % of paid-in capital shall be replaced by 10% of equity
attributable to owners of the parent mn the calculation.
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CONCRAFT HOLDING CO., LTD. AND SUBSIDIARIES
Receivables from related parties reaching $100 million or 20% of paid-in capital or more
December 31, 2019

Table 5 Expressed in thousands of NTD
{(Except as otherwise indicated)
Overdue receivables
Amount collected
Relationship subsequent to
with the Balance as at the balance Allowance for
Creditor Counterparty counterparty December 31, 2018 Tumover rate Amount Action taken sheet date doubtfial accounts
CONCRAFT HOLDING CO., LTD Eun Shan Dragonstate Electrome An affiliate $ 115,464 (Note 1) - % - - $ - 3 -

Technology Co., Ltd.

CONCRAFT TECHNOLOGY CO.,  Kun Shan Dragonstate Electronic - - - . .
11D Technology Co.. Ltd. An affiliate 583.975(Note 1)

DRAGONSTATE TECHNOLOGY CONCERAFT TECHNOLOGY CO_, LTD. - - - - -

CO.LTD. An affiliate 568,240(Note 2)
Dragonstate International Technology =~ CONCRAFT HOLDING CO., LTD - - - 2,702 -
Co., Ltd. An affiliate 127.999(Note 3)
Eun Shan Dragonstate Electronic Concraft Precision Mechatronics (Kun - - - - -
Technology Co.. Ltd. Shan) Co., Ltd. An affiliate 100,320(Note 4)

Note 1: The balances are premium receivable to related party.
Note 2: The balance 15 inter-company loans for funding.

Note 3: The balances are premium payable and interest payable for loans to related party.
Note 4: The balance is inter-company advance money.
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CONCRAFT HOLDING CO., LTD. AND SUBSIDIARIES
Significant inter-company transactions during the reporting periods
Year ended December 31, 2019

Table 6 Expressed in thousands of NTD
(Except as otherwise indicated)
Transaction
Percentage of consolidated
total aperating
Number Relationship revenues or total assets
(Note 1) Company name Counterparty (MNote 2) General ledzer account Amount Transaction terms (Note 3)
0  CONCRAFT HOLDING CO..LTD ﬁf Shan Dragonstate Electronic Technology Co., 1 Royalty revenue 119262 Note7 2%
0  CONCRAFT HOLDING CO.,LTD ﬁf Shan Dragonstate Electronic Technology Co., 1 Other receivables 115464 Note7 « 14 1%
! DRAGONSTATE TECHNOLOGY CO., LTD. CONCRAFT HOLDING CO., LTD 2 Other receivables 28571 Note3 0%
! DRAGONSTATE TECHNOLOGY CO., LTD. CONCRAFT HOLDING CO., LTD 3 Other receivables 568,940 Notes 6%
! DRAGONSTATE TECHNOLOGY CO., LTD. CONCRAFT HOLDING CO., LTD 3 Prepayment for purchases 17872 Note10 0%
) CONCRAFT TECHNOLOGY CO.,LTD. DRAGONSTATE TECHNOLOGY CO., LTD. 3 Sales revenue 50,722 Notes 1%
2 CONCRAFT TECHNOLOGY CO.,LTD. ﬂd"_l Shan Dragonstate Electronic Technology Co., 3 Other receivables 583975 Notes 6%
) CONCRAFT TECENOLOGY CO., LTD. ﬁf Shan Dragonstate Electronic Technology Co., 3 Prepayment for purchases 20,024 Notel0 0%
3 Dragonstate International Technology Co., Ltd. CONCRAFT HOLDING CO., LTD 2 Other receivables 119231 Note6 - 12 1%
3 Dragonstate International Technology Co._, Ltd. CONCEAFT HOLDING CO_,LTD 2 Management service revenue 99.824 Notef 2%
3 Dragonstate International Technology Co., Ltd. CONCRAFT HOLDING CO., LTD 2 Royalty revenue 44618 Note6 1%
3 Dragonstate Intemational Technology Co. Ltd. ﬁ‘i‘“mﬂ Precision Mechatronics (Kun Shan) Co. 3 Sales revenue 10,099 Note§ 0%
4 f;‘f Shan Dragenstate Electronic Technology €0 nyvep 477 HOLDING €O, LTD 2 Prepayments for business facilities 438,685 Notel0 4
4 ﬁ‘f Shan Dragenstate Electronic Technology Co.. o5 Technology Co.. Lid. 3 Sales reverme 54,654 Note§ 1%
4 K Shan Dragonstate Electronic Technology Co.. 4 eynara TE TECHNOLOGY €O, LTD. 3 Sales revenue 116919 Note§ 6%

Ltd
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