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l. Letter to shareholders

Dear shareholders,

The business results of 2019

()  Company’s business performance
Unit: NTD thousand

Items 2019 2018 YoY (%)
Operating revenue 23,791,315 22,401,722 6.20
Gross profit 4,779,572 3,255,562 46.81
Operating profit 3,103,529 1,784,390 73.93
PO”'Operat'”g (9,493) 407,493  (102.33)
ncome
Income after taxation| 2,463,300 1,774,557 38.81
Net profit rate (%) 10.35% 7.92%

(11)  Budget implementation

The Company did not disclose forecasts to the public in 2019. Therefore, there is no need
to disclose the implementation of the budget. However the overall actual operating conditions
and performance are roughly equivalent to the operating plans formulated by the Company.

(I11)  Financial highlights and profitability analysis

Items 2019 2018
: . |Debt to total assets 61.99 57.25
Financial Long-term Capital to property and
structure ; 270.13 388.31
equipment
Liquidity |Current ratio 143.35 160.75
analysis |Quick ratio 121.71 143.53
Operational |Average collection days 148.86 139.23
ability  |Average inventory turnover days 42.86 34.29
ROA (%) 11.95 9.89
Profitability ROE (%) _ _ 29.12 23.23
analysis Pre-tax Income to Paid-in Capital (%) 102.13 72.35
Net profit rate (%) 10.35 7.92
EPS after tax (NTD) 8.13 5.86

(1V) Research and development

ITEQ Corp. has devoted to the development of high-frequency and high-speed materials
in recent years, and the results are gradually becoming noticeable. In the 5G infrastructure
application market, we successfully launched products such as ultra-high frequency and
ultra-low loss materials in year 2019. These products received well feedback by customers in
terms of quality and performance. In response to the deployment of data center, 5G
communications, the [oT, and the electric vehicle industry’s need for the high-speed
transmission, low loss, and high reliability materials, the Company’s R&D continues to lay
emphasis on low-dielectric and ultra-low loss material to optimize and upgrade existing low
Dk / Df materials, and further reducing the transmission loss.

In terms of flexible boards, in addition to the existing low-loss flexible board materials
solutions, we also focus on the development of ultra-low electrical loss coverlay and bonding
sheets, and enhance the products’ operability and heat resistance. In response to the increasing
demand for miniaturization of electronic products and the refinement of circuits, the reliability
of materials in fine circuits is enhanced, and the competitiveness of products is improved.

For the niche market, we will evaluate market trends and customer needs, and jointly
develop customized materials to enhance product diversity. The terminal applications are
broad, covering and not limited to data centers, cloud devices, radio frequency antennas,
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autonomous driving, the 10T and other related applications.
Il. Summary of the business plan for 2019

(1) Business Policy

1. The Company focuses on "high-end electronic material”: To become a leading manufacturer
of environmentally-friendly materials such as lead-free, halogen-free and high-speed,
high-frequency and low-loss materials. The application of the Company’s products include
network communications, automotive electronics, smart phones, consumer electronics and
other related products. We aim to increase the Company's market share in the high-end
copper clad laminate market.

2. Quality is the basis for sustainable development of the Company: We strive to strengthen the
quality control system for complete supply chain including raw material supplier
management, in-plant process control, shipment quality and reliability monitoring, in aim to
comply with regulations and specifications regarding customers’ material purchase.
Establish a comprehensive product control system and capability, reduce quality complaints
and sales costs, improve product yield and management efficiency; strengthen the
Company's operation and enhance profitability.

3. The global data industry is expanding and IP traffic is growing at a rapid rate, driving the
market's increasing demand for high-speed transmission. ITEQ Corp. continues to invest in
R&D and the promotion of high-speed and high-frequency materials. The Company has an
diversified product portfolio and cost advantages in high-speed transmission, RF /
microwave, mobile devices / high-density multilayer boards, automotive electronics and
other professional fields. ITEQ Corp. is confident to achieve a leading position in this field.

(1) Important production policy

1. Enhance overall structure analysis of product and market to comprehend the market trend
and seize leading opportunity.

2. For niche market, the Company continuously increases the market share of halogen free
materials and develop eco-friendly materials with excellent features and price
competitiveness in multiple markets for different application.

3. Optimize high gross profit product mix with procurement advantage and strict price
negotiation strategy.

4. Continue focus on winning design qualification and mass production shipment of 5G
infrastructure and networking related high-end products.

5. Leverage the advantage of early mover into China market and devotion of eco-friendly
laminate development to maintan the market leader position.

I1l.  Future Strategy

1. Continuously focus on the developing of networking equipment, such as high-speed /
high-frequency low dielectric constant laminate. Aggresively expanding the development of
eco-friendly products applied for 5G infrastructure, data center and cloud equipment.

2. Accelerate product design qualification with clients for super ultra low loss and high
frequency materials with respect to 5G mmWave applications product.

3. Actively promoting high frequency material in winning project qualification and market
expansion of niche products, such as RF antenna in base station, car radar and autonomous car
related products.

4. Leverage the advantage of the high-end materials R&D know-how, capability for developing
new manufacturing process and the well relationship with upstream and downstream to
continuously increase the market share of high-end cloud data center (server, switch and
storage).

5. Expand global footprint engagement by tracking the trends of 5G automovie equipment and
smart mobile devices, to integrating with the growth of high-end cloud materials.

IV.  Affected by competitions, regulations and macroeconomic environment
2



Due to the uncertainties of U.S.-China trade war and geopolitics, plus the quarantine policies
executed by countries across the world in preventing COVID-19 in 2020, the overall electronic
technology supply chain and even the global economics were tremendously impacted. However,
ITEQ Corp. involved in 5G business operations was benefited by the progressive 5G network
deployment of China. Yet, we must be cautious and react carefully to the trade war and the
post-epidemic.

Going forward, the Company will treat the upcoming challenges with positive attitude and
cautious actions under the macroeconomic uncertainty. Furthermore, the demands on high speed
transmission are still growing, and global data traffic is substantially increasing. Internet service
providers and the telecoms will also upgrade equipments to fulfill the demands of low latency;,
high reliability and high-speed computing. Thus, the demands for high-end materials of high-speed
and low-loss products will increase tremendously. ITEQ Corp. will be benefited by these
opportunities and continue leverage the leader position to expedite the operation development
plan.

In order to strengthen the market competitiveness in the modern world, the Company will
keep on devoting in R&D technologies advancement and patent expansion. ITEQ Corp.
appreciates each of your upport, and will put all the effort to bring the most shareholders’ value to
you.

Best regards and hope you all safe and sound,
Chairman : Jin-Cai, Chen

May 5, 2020



II.  Company Profile

Date of Incorporation

ITEQ was founded on February 13, 1997, approved for establishment on April 10, 1997, and
obtained the certificate of incorporation issued by the Ministry of Economic Affairs on April 23,
1997.

Company History

The Company was founded on the 4F.-1, No. 26, Sec. 3, Ren’ai Rd., Taipei City. Led by the senior
technical team formed by experts including Dr. Hai-Wei Wan and Dr. Chi-Tsu Kao, the Company
invited Sunsino Venture Group, Pacific Tone Invest. Ltd. and other major shareholders to invest in
the building of factories, and explore the domestic markets of multilayer printed circuit laminate
and copper clad laminate. Important events

1997

ITEQ was founded, with paid-in capital of NTD 220,000 thousand. Main products are Multilayer
printed circuit board laminate and copper clad laminate and the production, processing and sales
of work-in-process and finished goods.

Capital increase by NTD 100,000 thousand cash , total paid-in capital amounted to NTD 320,000
thousand.

+ OPT in Oct of the same year.

1998

- Officially started mass production and sales

Granted subsidy for “Development of New Leading Products Project” from Industrial
Development Bureau, Ministry of Economic Affair

» Passed the BSI 1SO-9002 verification.

1999

- Capital increase by NTD 130,000 thousand cash, total paid-in capital amounted to NTD 450,000

thousand.

+ Granted subsidy for “Industry Technology Development Program” from Industrial Development

Bureau, Ministry of Economic Affair

+ Applied for Taiwan, Japan and US patent examination of “Synthesis of Epoxy Resin Hardener”
+ Completed “Development of New Leading Products Project” High-Tg (180°C) product formula

2000

and passed the UL94V verification

- Passed the BSI QS-9000 authentication.
« Due to the overflow of the hot kerosene storage barrel, the electric wire caught fire and caused a

fire, resulting in damage to part of the plant, machinery and equipment and raw materials. After
nearly half a year of reconstruction, the Company started mass produced in September of the
same year, and its production capacity and revenue have exceeded the production level before the
fire.

« Purchased the land and buildings of No. 331 of Shanziding Section, Taoyuan with Kingtel

Telecommunication Corp. for post-disaster reconstruction and future operation expansion.

+ Obtained UL verification for High Tg, Low DK and Green Laminate.
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2001

- Capital increase by NTD 174,500 thousand cash, total paid-in capital amounted to NTD 624,500

thousand.

- Capital increase by NTD Total 86,940 thousand of retained earnings and capital surplus, total

paid-in capital amounted to NTD 711,440 thousand.

+ Granted subsidy for “Development of New Leading Products Project” from Industrial

Development Bureau, Ministry of Economic Affair. Researched the third generation
communication laminate film.

« Published new generation build-up multiplayer laser drillable prepreg and high frequency

2002

communication materials.

Capital increase by NTD 100,000 thousand cash, total paid-in capital amounted to NTD 811,440
thousand.

- Entered a "Shareholder Agreement” with Overseas Investment & Development Corp. and jointly

2003

invested in the establishment of "ITEQ DG Electronic Technology Co., Ltd." in Guangdong
Province, Mainland China with its main business scope in R&D, manufacturing, and sales of
copper clad laminates, prepreg, mass lamination services and related businesses.

OPT on Dec. 30

ITEQ DG Electronic Technology Co., Ltd. started mass production and had stable revenue
growth.

- Capital increase by NTD 24,343 thousand of retained earnings, total paid-in capital amounted to

NTD 835,783 thousand.

- Issued the first pledged corporate bond of NTD 100,000 thousand to repay debts to the banks.
« Issued the first un-pledged corporate bond of NTD 200,000 thousand to acquire machinery and

equipment and repay debts to the banks; in Jan 2004, all of such bonds have been transferred to
shares.

+ Replaced CPAs to Ming-Che Yang, and Jih-Yen, Chang of Deloitte Touche.
- Established ITEQ (Wuxi) Electronics Technology Co., Ltd. by investment through ITEQ

2004

Technology Co., Ltd. The Company’s business scope is in manufacturing, and sales of copper
clad laminates, prepreg, mass lamination services and related businesses .

- Capital increase by NTD 100,000 thousand cash for setting up a R&D Center and purchase of

machinery and equipment and repayment of bank debts. Total paid-in capital amounted to NTD
1,125,306 thousand.

- Issued the second un-pledged corporate bond of NTD 500 million to acquire machinery and

equipment and repay debts to the banks.

- Entered a 5-year syndication loan agreement of NTD 2 billion with Taishin Intl. Bank and 14

other banks.

- Capital increased to NTD 1,517,966 thousand.

2005

- Established "Maocheng Electronic Technology (Dongguan) Co., Ltd." in Huangjiang Town,
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Dongguan City with a joint venture with Global Brands Manufacture Ltd. The company engages
in the laminate OEM business, and the company holds 40% of the shares in ITEQ.

« Issued new shares of NTD 80,000 thousand for cash. Issued the third un-pledged corporate bond

of NTD 200,000 thousand to repay debts to the banks and R&D of new products.

- Obtained 1SO14001 or OHSAS18001 verification
+ Obtained SONY Green Partner quality verification.
+ Obtained RoHS Directive from Hitachi Chemical, Unimicron Corporation, Tripod Technology,

and other companies.

- Entered a 3-year syndication loan agreement of NTD 1.3 billion with Taishin Intl. Bank and 13

other banks to replace a syndication loan of NTD 1.3 billion among the previous NTD 2 billion
syndication loan.

- Capital increase from surplus, and the paid-in capital amounted to NTD 1,829,313 thousand.

2006

« Established “ITEQ GZ Electronics Technology Co., Ltd.”, engaging in the business of CCL, FPC

semi-finished products, finished product manufacturing, processing and trading. The initial
capital was USD 3 million.

- Established Thermal Material Segment and Optoelectric Film Segment.
- Capital increase from surplus, and the paid-in capital amounted to NTD 2,213,351 thousand.

Issued new shares of NTD 120,000 thousand for cash. Issued the fourth un-pledged corporate
bond of NTD 100,000 thousand to establish ERP system, acquire RTO equipment and R&D
equipment, and repay debts to the banks. Total paid-in capital amounted to NTD 2,334,410
thousand.

+ Passed the Garmin, Alcatel and Siemens verification for lead-free materials.
+ Passed the verification from Motorola, Nokia, Toshiba, NEC, and others.

Passed the Halogen-free verification from Mitsubishi.
SONY ~ PS3, PSP designated materials, Microsoft ~ X-Box designated materials

« Annual consolidated revenue reached NTD 11 billion, with a growth rate of 54% compared to the

2007

previous year.

- Officially adopted Digiwin ERP System to improve the timeliness of order management,

accelerate financial settlement, integrate information from China, Hong Kong and Taiwan, and
reinforce the integration and standardization of operation.

« “ITEQ GZ Electronics Technology Co., Ltd.” decided to focus on FPC and PBC manufacturer,

and successfully entered the field of flexible copper clad laminate (FCCL), paving the way
toward the future trend of rigid-flex board.

+ “Metal thermal materials” was added to the business scope of Dongguan, Wuxi, and Maocheng

plants.

+ Replaced CPAs to of Ming-Che Yang, and Yi-Chun Wu of Deloitte Touche due to job-rotation.
+ Obtained patents for “Light Collection Components-1” and “Improvement materials for Epoxy

Resins” in Taiwan, and filed 10 patent application for IC packaging and halogen-free laminate
materials, LED lamp modules, algae inhibitors and others totaling 22 items.

+ Replaced CPAs to Yi-Chun Wu and Mei-Hui Wu of Deloitte Touche due to job-rotation.
- The Subsidiaries International Partners Ltd, Inspire Investments Limited, Shining Era

Investments Limited of ITEQ a 3-year syndication loan agreement of UDS 30 million with
6



Bank of Taiwan and other 6 banks.

- Entered a distribution cooperation agreement with the internationally renowned manufacturer

Laird, integrating the advantages of both parties in the manufacture of heat dissipation materials
and laminates, providing customers with more diverse choices, integrating international
experience and local strength to meet customer needs for heat dissipation.

- Capital increase from surplus, and the paid-in capital amounted to NTD 2,749,781 thousand.
« Annual consolidated revenue reached NTD 13.7billion, with a growth rate of 24% compared to

2008

the previous year.

« The Company share was TWSE listed on Jan. 21
« Passed the CISCO and IBM verification for lead-free materials; passed the Apple product

verification for Halogen-free materials.
Passed the halogen-free verification and used by Sony-Ericsson, Apple~I-phone, and other
manufacturers.

« The chairman of ITEQ was changed from Dr. Hai-Wei Wan to Mr. Mao-Chen Tsai. Dr. Hai-Wei

Wan remained as a director and was appointed by the board of directors as a senior advisor to the
chairman.

« Issued the fifth un-pledged corporate bond of NTD 300,000 thousand to repay debts to the banks

and invest in the long-term investments in stocks of ITEQ DG.

- Annual consolidated revenue reached NTD 13.8 billion, with a growth rate of 0.75% compared to

2009

the previous year.

- Entered a 3-year syndication loan agreement of NTD 1.3 billion with Hua Nan Bank and 5 other

banks on Apr. 21 as mid-to-long term stable capital source.

+ Re-election of the 5th session of Board members, and Mao-Chen Tsai was re-elected as chairman

by all directors.
Replaced CPAs to of Ming-Che Yang, and Yi-Chun Wu of Deloitte Touche due to job-rotation.

- Despite global financial crisis, annual consolidated revenue reached NTD 12.28 billion, with a

2010

decline of 11% compared to the previous year.

- Signed an overseas (OBU) [International Partners Ltd, Inspire Investments Limited, Shining Era

Investments Limited] loan extension of USD 30 million with six banks including Taiwan Bank.

+ Investment projects for the expansion of Wuxi, Guangzhou and Maocheng plants inMainland

China.

+ Established “ITEQ (Xiantao) Electronics Technology Co., Ltd.”, engaging in the business of

CCL, FPC semi-finished products, finished product manufacturing, processing, trading, and
import and export trading of other related products. The initial capital was USD 3 million.

- Taoyuan Pingzhen No. 2 Plant suffered fire damage due to gas explosion caused by the

temporary storage tank of acetone on December 10, resulting in damage to part of the plant,
machinery and equipment, raw materials and finished products, affecting the overall production
capacity of the Group by about 4%. Through inter-group production and sales scheduling and the
factory has fire insurance and business interruption insurance, the impact of the fire is limited.

« Annual consolidated revenue reached NTD 20 billion, with a significant growth rate of 62%

compared to the previous year.



2011

2012

2013

2014

- Entered a syndication loan extension for the NTD 1.3 billion loan with Hua Nan Bank and 5

other banks as mid-to-long term stable capital source.

- 1 seat of director and 1 seat of supervisor were by-elected. Gemtek Technology Co., Ltd. Was

elected the director and Chao-Yung Lin as the Supervisor by all directors.

- Capital increase from surplus, and the paid-in capital amounted to NTD 3,028,774 thousand.
- Obtained 11 patents from Taiwan, China and the United States, including "heat dissipation base

plate” and "LED heat dissipation laminate for combining backlight modules”, and successively
submitted 8 domestic and foreign patent applications including heat dissipation laminate products
and laminate material improvements.

« 2011 Consolidated revenue reached NTD 20.01 billion, with a growth of 0.4% compared to the

precious year.

+ Re-election of the 6th session of Board members, and Mao-Chen Tsai was re-elected as chairman

by all directors.
Capital increase from surplus, and the paid-in capital amounted to NTD 3,323,652 thousand.

* Replaced CPAs to Yi-Chun Wu and Mei-Hui Wu of Deloitte Touche due to job-rotation.
- Obtained 16 patents from Taiwan, China and the United States, including "Halogen-free Epxoy

Resin and Films Made from It" and "A Thermosetting Resin Composition™, and successively
filed 12 domestic and foreign patent applications for ultra-low dielectric copper clad laminate
products and laminate material improvements.

2012 Consolidated revenue reached NTD 19.32 billion.

On January 9, an 11-year lease contract was signed with Win Semiconductor Co., Ltd. to lease
the factory building and land in Xinpu Town, Hsinchu County, for future plant expansion (Xinpu
Plant).

Entered a 5-year syndication loan agreement of NTD 2 billion with First Bank and 5 other banks
on Apr. 8 for the acquisition of equipment and machinery required at Xinpu Plant and as
mid-to-long term stable capital source.

+ Dongguang Plant obtained SA 8000 verification.
- Obtained 8 patents in Taiwan, China, and other countries for "Halogen-free epoxy resin

composition and films and laminates made using the such halogen-free epoxy resin composition™
and "Epoxy resin composition and film and laminate made therefrom”, etc. Successively filed 9
domestic and foreign patent applications including improvement of raw materials such as
electromagnetic wave shielding film, resin and filler powder.

+ 2013 Consolidated revenue reached NTD 19.73 hillion.

- Xinpu Plant started operation in the end of Aug, and obtained 1SO 14001 and OHSAS 18001, and

passed 1SO TS16949 Verification of Conformity.

- Obtained 15 patents in Taiwan, China, and other countries for "Prepreg composition and films

and laminates made using the such prepreg composition™ and "EMI Shielding Film", etc.
Successively filed 7 domestic and foreign patent applications including improvement of raw
materials such as EMI shielding film and equipment improvements.
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2015

2016

2017

2018

+ 2014 Consolidated revenue reached NTD 20.15 hillion.

+ Re-election of the 7th session of Board members, and Mao-Chen Tsai was re-elected as chairman

by all directors.

- Replaced CPAs to Rui-Zhan, Huang and Po-Jen, Weng of Deloitte Touche due to job-rotation.
« Xinpu Plant obtained 1ISO TS16949 verification.
- Received the subsidy for the "A+ Industrial Innovative R&D Program - Forward-Looking

Technology R&D Program" of the Ministry of Economic Affairs and developed “low dielectric
high thermal conductivity laminate materials". The subsidy period is expected to be 1from 2015
to 2018.

- Obtained 6 patents from Taiwan, China and the United States, including "Polyimide resin

containing maleic anhydride and manufacturing method thereof” and "Epoxy resin composition
and film and laminate made by using the epoxy resin composition”, and successively filed 6
domestic and foreign patent applications for ultra-low dielectric copper clad laminate products
and laminate material improvements.

Halogen-free materials have been adopted by major domestic manufacturers.

- The materials used by many new-generation servers are under certification process by several

board companies in Taiwan and China.
2015 Consolidated revenue reached NTD 19.08 billion.

Obtained a total of 7 patents from China and the United States including "a low-dielectric
material ( CIP) " and "Equipment to improve the wetting ability of prepreg”, and successively
filed 7 domestic and foreign patent applications including "halogen-free epoxy resin composition
with low dielectric loss™ and "Heat dissipation laminate with modified inorganic filler”.

» 2016 Consolidated revenue reached NTD 19.68 bhillion.

- Obtained a total of 8 patents from Taiwan, the United States and China including "an EMI

shielding film" and "Polyimide resin containing maleic anhydride and manufacturing method
thereof", and successively filed 11 domestic and foreign applications fir "resin composition, film,
and copper clad laminate™ and "laminate reinforcement structure™.

« 2017 Consolidated revenue reached NTD 21.21 bhillion.

+ Established “ITEQ JX Electronics Technology Co., Ltd.”, engaging in the business of CCL, FPC

semi-finished products, finished product manufacturing, processing, trading, and import and
export trading of other related products. The registered capital was USD 2.080 million, and
registration completed on May 17.

+ Re-election of the 8th session of Board members, and Mao-Chen Tsai was re-elected as chairman

by all directors.

+ Obtained a total of 8 patents from Taiwan, the United States and China including "an EMI

shielding film" and "Polyimide resin containing maleic anhydride and manufacturing method
thereof", and successively filed 11 domestic and foreign applications fir "resin composition, film,
and copper clad laminate™ and "laminate reinforcement structure™.

+ On June 8th, Wuxi No. 2 Plant was damaged by a fire caused by broken seal component in the
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heat exchanger pump, resulting in leakage of heat transfer fluid. The fire caused damage to some
parts of the plant, machinery and equipment, raw materials and finished products. Although the
fire affected the overall production capacity of the group, its influence is limited due to the
inter-group production and sales scheduling and the factory's insurance coverage for fire
insurance and business interruption.

- Both the Wuxi plant and the Dongguan plant were certified by the local government for high-tech

enterprises and listed in the list of high-tech enterprises in November, so the income tax rate of
15% was applied from 2018 to 2020.

» 2018 Consolidated revenue reached NTD 22.402 billion.

2019

+ Replaced CPAs to Cheng-Hsiu, Yang and Po-Jen, Weng of Deloitte Touche due to job-rotation.
+ Mao-Chen Tsai resigned the position of a chairman due to health issues. Director Chin-Tsai,

Chen was elected the Chairman by all Directors.

- Obtained a total of 15 patents in Taiwan and China, such as "halogen-free epoxy resin

composition, laminate and printed circuit board™ and "resin composition, prepreg, and copper
clad laminate™, and successively filed 25 domestic and foreign patent applications for items
including "prepreg, laminate and PCBs” and “Manufacturing Methods of Multilayer Structures
and Laminates”.

The construction of Jiangxi plant was completed in October , and obtained GBT19001-2016 /
ISO 9002: 2015 verificaton in January 2020.

+ 2019 Consolidated revenue reached NTD 23.8 billion, with a growth of 6.2% compared to the

precious year.

- The Board has resolved the issuance of 30,000 thousand new shares for increase capital by cash

2020

at the Board Meeting on Dec. 20. This matter is recorded and effective upon
Jin-Guan-Zheng-Fa-Zi Letter No. 1080342357 dated Jan. 16, 2020.

Completed the capital increase by 30,000 thousand shares on Mar. 31. Collected NTD 3.3 billion
in full.
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I1l.  Corporate Governance Report

Organization system

(I)  Organization of the Company
Shareholders’ Meeting
Board of Directors
Committee
Internal Audit
Division
Audit Committee Chairman
Legal Affairs
Office
Chief executive officer
OFN R&D Center Te?:hnology Wuxi Plant Huanan Plant Guangxi FPC Taiwan Plant Jlangx'l Group Finance Center
enter Preparation Procurement

(1)  Department Function Description:

Department Main Duty
Internal Audit |Audit and evaluate the operations, internal control implementation, recommendations
Division and improvements of various departments.
Legal Affairs |Comprehensive management of various legal and intellectual property matters of the
Office Group.
Finance Comprehensive management of matters including group finance, taxation, accounting,
Center stock affairs, fund management and control.
Group Procurement of raw materials and production equipment, import and export bonded
Procurement |business.
Operation Summarize matters related to domestic and foreign sales, material management,
Centers product engineering, customer service, quality assurance, equipment, etc.
OEM North American marketing and customer development, delivery confirmation and
(N. America) |customer management.
Copper clad laminate (including FPC) development research, new raw material
R&D Center : . . L . .
evaluation and SOP formulation, and planning, application and execution of projects.
Technology |Global market customer service, OEM / ODM technology and high-end materials
Center promotion, material electrical research.
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Information on the Company's Directors, Supervisors, President, Vice Presidents, Associate Managers, and the
Supervisors of All the Company's Subsidiariesand Branch Units

() Director

1. Members of Board of Directors

Unit: share, %; Apr. 18, 2020

Other supervisors, |Remarks
directors or (Note 4)
Nationali First Shares held at time of Shares held now Current shares held by spouse or Shares held in the name of supervisors in a
Ti ationality or Term s appointment minor children others Educational background and ~ |Concurrent posts in the Company or other| spousal relationship
itle country of Name Gender | Date elected appointment Ny A ithin the second
registration years date experience companies orwi  SEco
degree of kinship
Quantity % Quantity % Quantity % Quantity % Title [Name|Relation
Master of Public Administration,
Chairman ROC. Chin-Tsai, Male |dun.15,2018| 3 [Jun.6, 2012| 1,255,000 0.41| 1,354,419 0.41 0 0.00 0 0.00|University of San Francisco, USAy o 4 None [None| None | None
Chen Master of Accounting, Tamkang
University.
Fu Cun None
R.O.C. Construction N/A Jun. 15,2018 3 | Jun. 15, 2007 30,215,038 9.97| 30,215,038 9.07] N/A N/A N/A N/A N/A None None [None| None
Co,, Ltd.
Director
ROC. ?Aefgeéf]"et:tgzl Male [Jun. 15,2018 3 |aun. 15,2007| 3,137,837 104 7,387,837 2.22 0 0.00 0 0.00 \S/Lac':“"gr']‘:l"écsfgc')?’ Commercial oo 2 None |None| None | None
Fu Cun
Construction N/A Jun. 15, 2007| 30,215,038 9.97| 30,215,038 9.07] N/A N/A N/A N/A N/A None None [None | None None
Co., Ltd.
Director R.O.C. Representative: Jun. 15,2018 3 University of
Reé’r:fﬁf}:;z"e' Female Jun. 18, 2012 265,425, 009| 147,232 0.04 0 0.00 0 0.00| Wisconsin-Madison, Master of None |None| None | None
' Business Administration
Cheng
Director of G-Technology Investment
Gemtek Co., Ltd. I~
Technology D!rector of Browan Communications Inc.
Co.. Ltd, N/A 1,730,511 0.57 870,511 0.26 N/A N/A N/A N/A N/A D!rector of AMPAK Technology Inc. None [None | None None
! Director of TAI-SAW Technology Co.,
Ltd.
Director of Lionic Corp.
Chairman of Anbo Electronics
Director R.O.C. Jun. 15,2018 3 |Jun. 17,2011 (Changshu) Co., Ltd.
MS in Electrical Engineering, Supervisor of Browan Communications
R tative: National Cheng Kung University Sncid, P Director R tati
52:92?1" iilav; Male 0 0.00 0 0.00 0 0.00 0 0.00 Mic_ruwave Research Team, o?r;\hﬁgA}fr‘?g:hngzszymlnc?presen Ve I None | None [ None | None
ga{tlonalg":_?}ung-sran Inﬁltute of Juridical Person Director Representative
cience & Technology (11 years) of SanJet Technology Corp.
Juridical Person Director Representative
of TAI-SAW Technology Co., Ltd.
Bachelor in Public Finance,
National Chengchi University
EMBA in Finance, National
Di . . n Taiwan University
irector R.O.C. Hsin-Hui, Tsai | Female [Jun. 15,2018 3 [Jun. 18,2015 496,487| 0.16 505,600 0.15 105,000 0.03 0 0.00] -, : H " . |Note 3 None [None| None | None
Chief of Accounting Office, Entie
Bank
Chief of Secretariat, Board of
Directors
Bachelor in Accounting, National
ﬁ:ﬂheng Kung University Independent Director, Chair of Audit
anaging Director and President . .
Independent Po-Chiao of First Bank Committee, and Remuneration
- R.O.C. ’ Male Jun. 15,2018| 3 | Jun. 15,2018 0 0.00 2,158 0.00] 0 0.00] 0 0.00| ~. . . Committee member of Brightsky None [None | None None
Director Chou Director and Vice President of Electronic Co. Ltd
First Financial Holding e
Chairman of First Commercial
Bank (USA)
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Other supervisors, |Remarks
directors or (Note 4)
Nationali First Shares held at time of Shares held now Current shares held by spouse or Shares held in the name of supervisors in a
Title ﬁ;ﬁgﬁ;tgfor Name Gender | Date elected | 7€M appoiltl:ment appointment minor children others Educational background and |Concurrent posts in the Company or other Spou_iﬁl_ fetﬁliﬂnShiE
registration years date experience companies or within e_secc_m
degree of kinship
Quantity % Quantity % Quantity % Quantity % Title [Name|Relation
Chairman of First Venture Capital
Co.,Ltd. And First Consulting
Co.,Ltd.
Vice Chairman of IBF Financial
Holdings Co.,Ltd.
Director of Taipei Financial
Center Corporation
Passed the Civil Service Senior
Examination and Junior
Examination
Chairman and CEO of Stark Technology
Master in Information & Inc.
Computer Engineering, Chung Chairman of Dunyu Investment Co., Ltd.
Inde_pendent ROC. HsiufTsung, Male |aun. 15,2018| 3 | aun. 16, 2000 0 0.00 0 0.00 0 0.00 0 0.0 'Yuan Ch_ristian University . Responsible Person of Stark Technology None |None| None | None
Director Liang Electronics Research & Service  |Inc. (USA)
Organization Director of National Information
Manager of Acer Inc. Infrastructure Enterprise Promotion
Association
Ph.D. in Accounting, Shanghai
University of Finance and
Economics Supervisor of Nichidenbo Corporation
Master in Accounting, Chengchi  |Independent Director, Chair of Audit
University Committee, and Remuneration
Independent . . Passed the Senior Qualification ~ |Committee member of Chlitina Holding
Director R.O.C. Yu-Chin, Tsai | Female |Jun.15,2018| 3 |Jun. 15,2018 0 0.00 0 0.00 0 0.00 0 0.00 Examination for Professional and |Limited None [None| None | None
Technical Personnel in the Assistant Professor of Accounting
category of Chartered Public Department, China University of
Accountant Technology
Chief of Audit Department,
KPMG
LLM, Boston University School
of Law
Bachelor in Law, National Taiwan
University Independent Director, Remuneration
Attorney-at-Law, Partner, Committee member, Audit Committee
hl-partners member of Stark Technology Inc.
'"g’}f:;‘;fm ROC. |Hui-Fen, Chan| Female |iun.15,2018| 3 |Jun. 16, 2009 0 0.00 6,475 0.00 0 0.00 0 0.0 ﬁgg[ﬂgs";'fz \;‘I”d Li ﬂz“er")‘r"e‘;f;'n;etﬁ,‘;”O'f”ggfnﬁgg:”f \R;i':g'ggwer None | None| None | None
Chief of Legal Department, Co. Ltd
Siliconware Precision Industries |Project Legal Consultant of National
Co., Ltd. Center High-performance Computing
Taiwan and US New York
Lawyers
CFO of Altek Corporation
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Note 1: ITEQ DG Electronic Technology Co., Ltd. In which ITEQ held 100% of shares through reinvestment, ITEQ (Wuxi) Electronics Technology Co., Ltd.,
ITEQ GZ Electronics Technology Co., Ltd., Maocheng Electronic Technology (Dongguan) Co., Ltd., ITEQ JX Electronics Technology Co., Ltd., Director of
Bangmao Investment Co., Ltd. and 5 other companies., Chairman of Win Semiconductor Co., Ltd., Vice Chairman of Hiwin Technologies Corp., Independent
Director of Kinsus Interconnect Technology Corp., Independent Director of Tong Hsin Electronic Industries, Ltd., Juridical Person Director Representative of
Taipei Financial Center Corporation, Juridical Person Director Representative of Mercuries Life Insurance, Juridical Person Director Representative of
Wenying Venture Capital Co., Ltd., Juridical Person Director Representative of Wenyan Venture Capital Co., Ltd., Juridical Person Director Representative of
Wenzhan Venture Capital Co., Ltd.,Director of Win Semi. USA, Inc., Director of Win Semiconductors Cayman Islands Co., Ltd., Chairman of Chainwin
Biotech and Agrotech (Cayman Islands) Co., Ltd., Chairman of Jiangsu Quanwen Agri-animal Husbandry Technology Co., Ltd., Chairman of Jiangsu
Quanwen Kangyuan Agricultural Development Co., Ltd., Chairman of Jiangsu Muzhong Agricultural Development Co., Ltd., Director of Jiangsu Zhongwen
Agricultural Development Co., Ltd., Chairman of Jiangsu Wenying Agricultural Development Co., Ltd., Chairman of Jiangsu Wenxing Agricultural
Development Co., Ltd.

Note 2: Chairman of Fu Cun Construction Co., Ltd.,

Note 3: Director and juridical person representative of ITEQ DG Electronic Technology Co., Ltd. In which ITEQ held 100% of shares through reinvestment, Director
and juridical person representative of ITEQ GZ Electronics Technology Co., Ltd., Director and juridical person representative of ITEQ (Wuxi) Electronics
Technology Co., Ltd., Director and juridical person representative of Maocheng Electronic Technology (Dongguan) Co., Ltd., Director of ITEQ JX Electronics
Technology Co., Ltd.

Note 4: Supplementary information on matters regarding the chairperson of the board of directors and the general manager or person of an equivalent post (the highest
level manager) of a company are the same person, spouses, or relatives within the first degree of kinship, an explanation shall be given of the reason for,
reasonableness, necessity thereof, and the measures adopted in response thereto (eg. additional seats of Independent Directors, no more than half of the seats of
directors are serving concurrently as an employee or a manager, or other ways.)

2. Corporate shareholders' main shareholders
Apr. 18, 2020

Narsrﬁlzﬁ)efh%(?gzcr)srate Corporate shareholders' main shareholders
Mao-Chen Tsai (74,41%)
Consfrldc%%r; co.. |Ei-Hua, Chu (7.92%)

Ltd. " |Yu-Wei, Tsai (5.78%)

Yu-Ming, Tsai (5.67%)
Standard Chartered Bank entrusted for custody to iShares IV
Public Limited Company. (1.93%)
Hung-Wen, Chen (1.73%)
Hua-Jung, Lien (1.65%)
Investment account of Norges Bank entrusted for custody to
Citibank Taiwan (1.52%)
Gemtek JPMorgan Chase Bank entrusted for custody to Vanguard

Technology Co., |Total International Stock Index (1.47%)

Ltd. Shih-To, Hsu (1.13%)
JPMorgan Chase Bank N.A. Taipei Branch entrusted for
custody to Vanguard Emerging Markets Stock Index Fund, a
Series of Vanguard International Equity Index Funds (1.12%)
Chen-Yueh, Lin (0.88%)
Yueh-Chi, Chang (0.84%)
Investor Account of Dimension Emerging Market Estimate
Fund entrusted for custody to Citibank (0.75%)
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2. Professional knowledge and independence of directors

Work experience of more than 5 years and the following Independence criteria (Note) Number O_f
professional qualification P other public
Lecturer or higher Judge, public Work corr]npan;]es
o position at a public or prosecutor, experience in where the
Qualifications private attorney, certified| commerce, Imember
university/college in the public law, finance, also serves
department of accountant, or | accounting or _asan
commerce, law, finance, other other field |nt(1je_pendent
accounting or other professional or | necessary for Irector
fields related to the technical our business
business specialists who 1 2 3 4 5 6 7 8 10 11 12
have passed a
national
examination and
Name received a
certificate ina
profession
necessary for our
business
Chairman
v v v v v v v v v
Chin-Tsai, Chen 2
Director
Fu Cun Con_structlon Co., Ltd. v v v v v v v 0
Representative: Mao-Chen,
Tsai
Director
Fu Cun Con_structl(_)n Co., Ltd. v v v v v v v v v v 0
Representative: Shih-Fang,
Cheng
Director
Gemtek Technology Co., Ltd. 4 4 v v v v v v v v v 0
Representative: Hsi-An, Liao
Director v viliv|v]|v v vl v 0
Hsin-Hui, Tsai
Independent Director
! v v v v v v v v v v v v v
Po-Chiao, Chou 1
Ind_ependent D_|rector v v v v v v v v v v v v 0
Hsiu-Tsung, Liang
Indepe_ndent I_Dlrector v v v v v v v v v v v v v v 1
Yu-Chin, Tsai
Ind_ependent Director v v v v v v v v v v v v v 1
Hui-Fen, Chan

Note: Place a "v"*" in the box below if the Director met the following conditions during the time of active duty and two years prior to the elected date.

(1)  The member was or is not an employee of the company or any of its affiliates.
(2)  Notadirector or supervisor of the company or any of its affiliates. The same does not apply, however, in cases where the person is an independent director of the

©)

*
(O

(6)

O

®

©)

(10)
(11
(12)

company, its parent company, or any subsidiary, as appointed in accordance with the laws of Taiwan or with the laws of the country of the parent company or
subsidiary.

Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the person under others’ names, in an
aggregate amount of one percent or more of the total number of issued shares of the company or ranks as one of its top ten shareholders.

Not a manager of (1), or spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of (2) or (3).

Not a director, supervisor, or employee of a institutional shareholder that directly holds 5% or more of the total number of issued shares of the Company, or ranks as of
its top five shareholders, or was appointed pursuant to Article 27 Paragraph 1 or 2 of the Company Act. (The same does not apply, however, in cases where the person
is an independent director of the company, its parent company, or any subsidiary, 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, officer, or shareholder holding five percent or more of the shares, of a specified company or institution that has a financial or business
relationship with the Company. (The same does not apply, however, in cases where the person is an independent director of the company, its parent company, or any
subsidiary, as appointed in accordance with the laws of Taiwan or with the laws of the country of the parent company or subsidiary.)

Not the same person as the Company’s Chairperson, President or person with equivalent position, or the director, supervisor or employee of company or institution of
the spouse thereof. (The same does not apply, however, in cases where the person is an independent director of the company, its parent company, or any subsidiary, 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 a corporate/institutional shareholder that directly holds five percent or more of the total number of issued shares of the
company or ranks as of its top five shareholders. (The same does not apply, however, in cases where the corporate/institution holds 20% or more and no more than
50% of the total number of issued shares of the Company, or the person is an independent director of the company, its parent company, or any subsidiary, as 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 who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or institution that, provides
commercial, legal, financial, accounting services or consultation to the Company or to any affiliate of the Company in the most recent 2 years with an accumulated
service compensation of less than NTD 500 thousand, or a spouse thereof. This restriction does not apply to any member of the Remuneration Committee, public
tender offers Audit Committee or mergers and acquisition special committee, who exercises powers pursuant to relative regulations of the Securities and Exchange Act
and Business Mergers And Acquisitions Act.

The member was or is not in a spousal relationship nor a relative within the second degree of kinship.

The member did or does not meet any of the requirements specified in Article 30 of the Company Act.

The member was not, as a government agency or a juristic person or a representative of any of them, elected pursuant to Article 27 of the Company Act.
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(1) Information on the Company's Directors, Supervisors, President, Vice Presidents, Associate Managers,
and the Supervisors of All the Company's Divisions and Branch Units
Unit: share, %; Apr. 18, 2020

Managerial officers in a
Shares held in the Concurrent | spousal relationship or

name of others Educational background and posts in | within the second degree | Remarks
experience other of kinship (Note 4)

companies
Quantity % Quantity % Quantity | % P Title | Name | Relation

Current shares held

No. of shares held | by spouse or minor
Title Nationality Name Gender Date elected children

Bachelor in Public Finance,
National Chengchi University
Chief EMBA in Finance, National

executive Hsin-Hui, Taiwan University
officer and R.O.C. Teai Female Jul. 1, 2015 505,600 0.15 105,000 0.03 0| 0.0f Chief of Accounting Office, Entie
President Bank

Chief of Secretariat, Board of

Directors

s
S

Note 1 None | None | None None

MBA, Kellogg School of
Management, Northwestern
University
Master in Electronics
Engineering, Stanford University
Master in Mechanical
engineering, Purdue University
CTOand N. Tarun Master in System Simulation,
America Vice us Amla Male Mar. 9, 2017 0 0.00 0 0.00 0| 0.00]Arizona State University None None | None | None None
Presicent Senior Vice President and CTO of|
Shengyi Technology Co., Ltd.
Vice President of Sales,
Technology, Operation, and Vice
CEO, CTO of Isola Group.
COO of Allied Signal Laminate
Systems (Singapore) and Region
Manager (India).

o
=]

Mechanical Engineering,
Provincial Taipei Institute of
Technology

Taiwan Plant Specialist of President of

: Mao-Sun esiaer .  |Mao-c
Pai?gfgéM ROC. | g Tsai Male  [san. 62014 150,0000  0.05 o] 0.00 o| 0.00|Mag Layers Scientific Technics None | CMr [“hen | sibling | None

Co., Ltd. man .
President (Note 2) Manger of Fu Cun Construction Teai

Co., Ltd.
Plant Manager of Fourpillars Co.,
Ltd.

=]

Department of Industrial and
Information Management
Institute of Information
management, National Cheng
Male Jan. 6, 2014 143,485 0.04] 0 0.00] 0| 0.00|Kung University None None | None None None
Vice President of Guangzhou
Hongren Electronics Co., Ltd.
Executive Officer of Nan Ya
Plastics Corp.

Wuxi Plant Wei-Kuan
President ROC. g, Chu

Department of Electrical
Engineering, Portland University
President of Zhongshan Plant,
Taiwan Union Technology
Corporation

President of Suzhou Plant /
Dongguan Plant / Chongging
Plant, Systex Corp.

Vice President of Huizhou Plant,
Compeq Manufacturing Co., Ltd.
President of Guangzhou Plant,
Viasystems Co,. Ltd.

Dongguan .
Plant Roc, [Chemlul e lsep. 13,2017 80,000( 0.02 ol 0.00 o 00

President ng. Ho

=]

None None | None | None None

Department of Chemical
Engineering, Chung Yuan
Christian University

Vice President of Allstar Tech.
(zhong Shan) Co., Ltd. None None | None | None None
Assistant Manager of Guangzhou
Hongren Electronics Co., Ltd.
Executive Officer of Nan Ya
Plastics Corp.

Guangzhou
Plant Cheng-Hs
Vice ROC. in, Chen

President

Male Jan. 6, 2014 65,000 0.02 0 0.00 o] o

o
S

Department of Chemistry,
National Tsing Hua University
Chief of Technical Department,
Quanta Computer Inc.

Chief of Special Project
Department, Gold Circuit
Electronics Ltd.

Deputy Chief of Factory Affairs
Department, Hongyuan
Technology Co., Ltd.

Yuan-Hun
R.O.C. g, Chen Male Sep. 7, 2018 0]  0.00] 0 0.00 0| 0.00
(Note 3)

Vice

President None None | None | None None

B.B.A. in Accounting Chung
Chief Jung-Tsan 'Yuan Christian University
Financial R.O.C. gh Male Mar. 19, 2015 142,428 0.04] 0 0.00] 0| 0.00|Chief of Financial Department of None None | None None None

N , Chou h

Officer Kunshan Plant, Coretronic

Corporation

Note 1: Director and juridical person representative of ITEQ DG Electronic Technology Co., Ltd. In which ITEQ held 100% of shares through reinvestment, Director and juridical
person representative of ITEQ GZ Electronics Technology Co., Ltd., Director and juridical person representative of ITEQ (Wuxi) Electronics Technology Co., Ltd., Director
and juridical person representative of Maocheng Electronic Technology (Dongguan) Co., Ltd., Director of ITEQ JX Electronics Technology Co., Ltd.

Note 2: Vice President, Mao-Sung, Tsai, retired on Dec. 6, 2019. Change in shareholdings is calculated as of that date.

Note 3: Vice President, Yuan-Hung, Chen, had a change of position on Apr. 6, 2020. Change in shareholdings is calculated as of the date of resignation.

Note 4: Supplementary information on matters regarding the general manager or person of an equivalent post (the highest level manager) and the chairperson of the board of directors
of a company are the same person, spouses, or relatives within the first degree of kinship, information shall disclosed of the reason for, reasonableness, necessity thereof, and
the measures adopted in response thereto (eg. additional seats of Independent Directors, no more than half of the seats of directors are serving concurrently as an employee or
a manager, or other ways.)
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(111) Remuneration for directors, supervisors, President and Vice President in the most recent year

1. Remuneration for directors

Unit: NTD thousand / thousand shares

Remuneration( Note 1) Remuneration for part-time employees Remuneration
from invested
The sum of A, B, The sumof A, B, C businesses
) Retained Earnings C,andDasa ' : DEFadGasa
. o o . . . ,E,FandGasa other than the
Compensation Retirement distributed as Fees for percentage of Salaries, bonuses, Retirement Distribution of retained Earnings as remuneration F after- bsidiari
) pension remuneration (C) services after-tax net special allowances pension to employees (G) (Note 3) percentage_ of after-tax subsidiaries
(B)(Note 2) (Note 3) rendered (D) profit(% )(Note 4) etc (E) (F)(Note 2) ploy net profit (% )(Note 4)| or the parent
company
Title Name
4 > | 4 - > 4 - > 4 - > 4 - > 4 - > 4 - > The Company All companies in financial report 4 - >
FY s= |3 8o 2 B a 2 B a 2 B a F3 B a F3 B a A 2 8o
o|z=28|o| 28 o 3§ o | 28 o 3§ o 35 o 35 mount o 3.8
g 8835 |8 =3 8 53 8 53 8 53 8 53 8 53 Amount | ofshare [ , . .| Amount of share 8 g3
E 238 | 3 z 3 3 =5 3 58 3 =38 3 =8 3 =8 of cash bonus bonus (market 3 =5
5] 5 3 5] S5 o S5 o 35 o S5 5] S5 o L5 cash bonus h I 35
2 2|2 R4 2 SR 2 SR 2 SR 2 SR 2 SR bonus (market price) 2 33
a5 2 s 2 s =35 -5 =1 price) -5
. Chin-Tsali,
Chairman Chen
Representative
of Fu Cun
Director Construction
Co., Ltd.
Mao-Chen
Tsai
Representative
of Fu Cun
Construction
Director Co., Ltd. 0 0 0 0 18,173 18,173 170 170 0.74 0.74 12,344 15,826 0 0 16,601 0 16,601 0 1.92 2.06 None
Representative:
Shih-Fang,
Cheng
Representative
of Gemtek
Director Technology
Co., Ltd.
Hsi-An, Liao
Director Hsin-Hui, Tsai
Independent | Po-Chiao,
Director Chou
g‘ﬁggfgrde”‘ ['E#;S“”g' 0 0 0 0 9,088 9,088 140 | 140 | o037 037 0 0 0 0 0 0 0 0 037 0.37 None
Independent . R
Director Yu-Chin, Tsai
In_dependent Hui-Fen, Chan
Director

1. Please provide in detail the policy, system, standards and structure of remuneration to independent directors, and describe the relevance to the amount of remuneration according to the responsibilities, risks, time invested and other factors:
Pursuant to Article 24 of the Article of Incorporation, the Board of Directors is authorized to determine the compensation to all Directors, taking into account the extent and value of the services provided for the management of the Company and the standards of the industry.
2. In addition to the above remuneration, director remuneration shall be disclosed as follows when received from companies included in the consolidated financial statements in the most recent year to compensate directors for their services, such as being independent consultant: No such

matter.

Note 1: If the total amount of remuneration received by all of the directors and supervisors in their capacity as directors or supervisors of all of the companies listed in the financial reports exceeds 2 percent of the net income after tax, and the remuneration received by
any individual director or supervisor exceeds NT$15 million, the company shall disclose the remuneration paid to that individual director or supervisor. (Explanation: The aforementioned remuneration to directors and supervisors calculated based on
“Remuneration to Directors” and “Remuneration to Supervisor” in the attached table does not include relevant remuneration to employees, where the position is held concurrently. )

Note 2: This is the retirement pension set aside in accordance with the law. There was no actual retirement payment in the most recent year. The cost of defined-contribution of pension recognized in 2019 was NTD 13,001 thousand (all employees).

Note 3: The 2019 distribution of retained earnings was approved by the board of directors on March 17, 2020, to distribute NTD136,302 thousand as remuneration to employees, and NTD27,261 thousand as remuneration to directors, and the matter shall be submitted to

reported at the Shareholders” Meeting.
Note 4: Net profit after tax refers to the Company's 2019 net profit after tax of NTD 2,463,300 thousand and the 2019 net profit after tax of NTD 2,463,300 thousand in the individual statement respectively.

The amount of 2019 employee remuneration to directors is based on the actual allocation ratio for the 2018 surplus in 2019 to calculate the proposed allotment for this year (2020) (estimate only).
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The range of remuneration range to
directors of the Company

Name of director

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

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

All companies in financial

All companies in financial

The Company report The Company report
Less than NTD 1 million
NTD 1 million (inclusive) ~ NTD 2
million (exclusive)
Cheng-Shih, Fang, Cheng-Shih, Fang, Hsi-An, Liao, Hsi-An, Liao,
Hsi-An, Liao, Hsi-An, Liao, Hsiu-Tsung, Liang, Hsiu-Tsung, Liang,
NTD 2 million (inclusive) ~ NTD 3.5 Po-Chiao, Chou, Po-Chiao, Chou, Hui-Fen, Chan, Hui-Fen, Chan,
million (exclusive) Hsiu-Tsung, Liang, Hsiu-Tsung, Liang, Po-Chiao, Chou, Po-Chiao, Chou,
Yu-Chin, Tsai, Yu-Chin, Tsai, Yu-Chin, Tsai Yu-Chin, Tsai
Hui-Fen, Chan Hui-Fen, Chan

NTD 3.5 million (inclusive) ~ NTD 5
million (exclusive)

Chin-Tsai, Chen,
Mao-Chen Tsali,

Chin-Tsai, Chen,
Mao-Chen Tsali,

Hsin-Hui, Tsai Hsin-Hui, Tsai

S . Chin-Tsai, Chen, Chin-Tsai, Chen,

m-irllti)o?w r(';')l(lc'ﬁj gl(\;g;: lusive) ~NTD 10 Mao-Chen Tsai, Mao-Chen Tsai,
Shih-Fang, Cheng Shih-Fang, Cheng
NTD 10 million (inclusive) ~ NTD 15
million (exclusive)
NTD 15 million (inclusive) ~ NTD 30 Hsin-Hui, Tsai Hsin-Hui, Tsai
million (exclusive)
NTD 30 million (inclusive) ~ NTD 50
million (exclusive)
NTD 50 million (inclusive) ~ NTD 100
million (exclusive)
Over NTD 100 million
Total 9 9 9 9

% The remuneration disclosed in this table is different from the concept of income in the Income Tax Act. Therefore, this table is used for information disclosure instead of taxation. %
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2. Remuneration to Supervisors: The Company has not set up supervisors, thus not applicable.
3. 2019 Remuneration to President and Vice President

(1) Remuneration to the President and Vice President
Unit: NTD thousand ~ thousand shares

. . . - Distribution of retained Earnings as remuneration to employees The sumof A, B, C, and D as a
Remuneration (A) Retirement pension (B)(Note 1) | Bonus and special allowance (C) (D) (Note 2) percentage of after-tax net profit
(%) (Note 3)
Remuneration from invested
y businesses other than the
Title Name bsidiari h
The Company All companies in financial report subsidiaries or the parent
company
All companies in The All companies in The All companies in All companies in
The Company financial report Company | financial report | Company financial report Sh The Company financial report
Cash amount are Cash amount | Share amount
amount
Chief executive officer |Hsin-Hui, Tsai
CTO and N. America
Vice President Tarun Amla
Taiwan Plant and Asia
Pacific OEM Mao-Sung, Tsai
President (Note 4)
Er‘:;?dge‘ﬁn Plant Chien-Lung, Ho 13,956 34,666 0 0 6,764 28,690 54,034 0 54,034 0 3.03 4.77 0
\Wuxi Plant President Wei-Kuang,
Chu
Guangzhou Plant Vice |Cheng-Hsin,
President Chen
Vice President Yuan-Hung,
Chen

Note 1: This is the retirement pension set aside in accordance with the law. There was no actual retirement payment in the most recent year. The cost of defined-contribution of pension recognized in 2019 was NTD 13,001
thousand (all employees).

Note 2: The 2019 distribution of retained earnings was approved by the board of directors on March 17, 2020, to distribute NTD136,303 thousand as remuneration to employees, and NTD27,261 thousand as remuneration
to directors, and the matter shall be submitted to reported at the Shareholders” Meeting.

Note 3: Net profit after tax refers to the Company's 2019 net profit after tax of NTD 2,463,300 thousand and the 2019 net profit after tax of NTD 2,463,300 thousand in the individual statement respectively.

Note 4: Vice President, Mao-Sung, Tsai, retired on Dec. 06, 2019. Remuneration is calculated as of that date.

The amount of 2019 employee remuneration to directors is based on the actual allocation ratio for the 2018 surplus in 2019 to calculate the proposed allotment for this year (2020) (estimate only).
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President and Vice President name

The range of remuneration range to the President and The total amount of the first four remuneration items
Vice President of the Company (A+B+C+D)
The Company All companies in financial report

Less than NTD 1 million
NTD 1 million (inclusive) ~ NTD 2 million (exclusive)
NTD 2 million (inclusive) ~ NTD 3.5 million (exclusive)
NTD 3.5 million (inclusive) ~ NTD 5 million (exclusive)

- . . - . Cheng-Hsin, Chen, Cheng-Hsin, Chen,
NTD 5 million (inclusive) ~ NTD 10 million (exclusive) Yuan-Hung, Chen Yuan-Hung, Chen
NTD 10 million (inclusive) ~ NTD 15 million Chien-Luna. Ho Chien-Luna. Ho
(exclusive) 9 9
NTD 15 million (inclusive) ~ NTD 30 million ,\';;L”SHU;‘]; e ,\';;(')”SHULr‘]'g ra
(exclusive) Wei-Kuang, Chu Wei-Kuang, Chu
NTD 30 million (inclusive) ~ NTD 50 million Tarun Amla
(exclusive)
NTD 50 million (inclusive) ~ NTD 100 million
(exclusive)
Over NTD 100 million
Total 6 7

3% The remuneration disclosed in this table is different from the concept of income in the Income Tax Act. Therefore, this table is used for information disclosure instead of taxation. 3%

(2) Employee remuneration to Management in the most recent fiscal year
Mar. 17,2020 Unit: NTD thousands

The total amount
Amount of share | Amount of cash as a percentage

Title Name Total

remuneration remuneration of net income
after tax (%)
Chief executive officer . . .
and President Hsin-Hui, Tsal
Wuxi Plant President  [Wei-Kuang, Chu
Guangzhou Plant Vice |Cheng-Hsin,
President Chen 0 43,994 43,994 1.79
Dongguan Plant .
: Chien-Lung, Ho
President
Vice President Yuan-Hung,
Chen

Chief Financial Officer |Jung-Tsan, Chou

Note 1: The amount of 2019 employee remuneration to be distributed in 2020 is not yet determined. The
employee remuneration to the above management is based on the actual allocation ratio for the 2018
surplus in 2019 to calculate the proposed allotment for this year (2019) (estimate only).
The employee remuneration to the above management is based on the actual allocation ratio for the
2018 surplus to calculate the proposed allotment for this year (2019) (estimate only).

Note 2: The percentage of net income after tax is calculated based on the 2019 net income after tax of NTD
2,463,300 thousand.

(3) Name of the 5 employees who received the highest employee remuneration, and the
distribution status thereof
(2018 Employee bonus from retained earnings received in 2019.)

Name Title Quantity Cash (NTD)
Hsin-Hui, Tsai Chie_f executive officer and
President
Mao-Sung, Tsai Taiwan Pla}nt and Asia Pacific
' OEM President 0 NTD 31,000
Wei-Kuang, Chu  [Wuxi Plant President thousand

Chien-Lung, Ho  |Dongguan Plant President
Cheng-Hsin, Chen Guangzhou Plant Vice
President
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(V) Analysis of the total remuneration as a percentage of net income of the Company to each of
the Company’s directors, supervisors, president, and vice president in the most recent 2
fiscal years and description of the policies, standards, and portfolios for payment of the
remuneration, the procedures for determining the remuneration, and the association with the
operation performance. The total remuneration as a percentage of net income after tax
Income after taxation Percentage

1. Income after taxation

. 2018 2019
Title The Company  |All companies in financial report | The Company  [Allcompanies in financial report
Director 2.76% 2.97% 2.29% 2.43%
Supervisor 0.21% 0.21% N/A N/A
President and Vice 3.18% 5.12% 3.03% 4.77%
President

Note: The amount of 2019 employee remuneration to be distributed in 2020 is not yet determined. The employee
remuneration to the above management is based on the actual allocation ratio for the 2018 surplus in 2019 to
calculate the proposed allotment for this year (2020) (estimate only).

2. Policy, standard and combination of the remuneration, remuneration setting procedures,
and the relevance of the business performance and the future risks:

Director President and Vice

Transportation

Remuneration to Directors Compensation to Directors allowance President
@ Pursuant to Article 27 of Compensation is the amount | The transportation The amount
the Articles of that Directors deserve for their| allowance is distributed to the

President and Vice
President is
determined by the
Remuneration
Committee based on
the standard of peers
in the same industry
with reference to the
annual surplus and
personal performancs
evaluation, and then
submitted to the
Board for resolution.
The employee
remuneration

determined in
reference to the
standard of peers in
the same industry
and the actual
attendance of the
Directors at Board
Meetings.

Incorporation, the
Company set side no less
than 2% and no higher
than 2% of employee and
director remuneration
respectively from the net
profit before tax minus the
amount of distributed
employee and director
remuneration of the
current year.

Distributed based on the
level of participation of
each Directors in the
operation of the Company

service provided to the
Company. The amount of
compensation to Directors are
determined based on the level
of participation of each
Directors in the operation of
the Company, and the value of
distribution, pursuant to
Article 24 of the Articles of
Incorporation.

Pursuant to Article 240 of the

Company Act, remuneration

may be distributed in form of
new shares or cash. This
current remuneration is
distributed in cash form.

distributed from
surplus is based on
the dividend policy
and the amount
resolved at the
Shareholders’
Meeting. The HR
Department will
make suggestions
based on individual’s|
contribution,
qualification,
operating
performance and
responsibilities, and
the amount will be
distributed after
approved by the
Chairman.
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The Board of Directors held 7 [A] meetings in the most recent fiscal year (2019). The record of the

Execution of Corporate Governance

() Operation status of the Board of Directors

Directors' attendances is shown below:

Number of r’::emtiaefs?:\ Actual
Title Name actual atten dgnce attendance Remarks
0,
attendance [B] by proxy rate (%) (A/B)
Chairman |Chin-Tsai, Chen 7 0 100.00
. Fu Cun Construction Co., Ltd.
Director Representative: Mao-Chen, Tsai ! 0 100.00
. Fu Cun Construction Co., Ltd.
Director Representative: Shih-Fang, Cheng ! 0 100.00
. Gemtek Technology Co., Ltd.
Director Representative: Hsi-An, Liao 6 0 85.71
Director  |Hsin-Hui, Tsai 7 0 100.00
Independent .
Director Po-Chiao, Chou 7 0 100.00
Independent - .
Director Hsiu-Tsung, Liang 7 0 100.00
Independent |y, chin Tsai 7 0 100.00
Director
Independent .
Director Hui-Fen, Chan 7 0 100.00

Other matters to be recorded:

I. Where any of the following circumstances occurs to the meeting of the Board of Directors, the date, term and proposal
of the meeting as well as the opinions of all the independent directors and Company’s action on these opinions shall
be described:

Motions related to Article 14-3 of the Securities and Exchange Act are listed as follows. All motions are passed
without dissenting opinion or qualified opinion from any independent directors.

(I)  Onissues stated in Article 14-3 of the Securities and Exchange Act:

Dissenting
opinion or
Board of Directors qualified
Sessions of Board Details of the relevant agendas and the subsequent opinion from
and date of meetings any
independent
directors
1. Percentage to be set aside as 2019 remuneration to employees and
Directors None
2. The distribution policies of 2018 annual bonus to management.
8th Board, Reason for avoidance: Hsin-Hui, Tsai and Jung-Tsan, Chou in Motion 1 and 2 hold concurrent
4th Meeting position as the Company’s Manager.
Jan. 10, 2019 Opinion of Independent Director: The Company's response to such Independent Directors'
None. opinions: None.
Resolution: After the chairman consulted the resolutions of the attending directors, the motion
was passed with no objections.
1. Distribution status of 2018 remuneration to employees and Directors
2. Partial amendments to the “Articles of Incorporation” and “Procedures for None
Acquisition and Disposal of Assets”
8th Board, Reason for avoidance: Hsin-Hui, Tsai and Jung-Tsan, Chou in Motion 1 hold concurrent position
5th Meeting as the Company’s Manager.
Mar. 14, 2019 Opinion of Independent Director: The Company's response to such Independent Directors'
None. opinions: None.
Resolution: After the chairman consulted the resolutions of the attending directors, the motion
was passed with no objections.
1. Replacement of of CPAs due to internal job rotation of the CPA firm.
2. Deloitte & Touche was retained to audit the 2019 financial statements of
ITEQ and other services.
8th Board, 3. Partial amendments to “Procedures for Endorsement/Guarantee”, None
6th Meeting “Procedures for Endorsement/Guarantee of Subsidiaries and
Apr. 19, 2019 Sub-subsidiaries”, “Procedures for Loans to Others”, and “Procedures for
Loans of Subsidiaries and Sub-subsidiaries to Others”.
Opinion of Independent Director: | The Company's response to such Independent Directors'
None. opinions: None.
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Resolution: After the chairman consulted the resolutions of the attending directors, the motion
was passed with no objections.
Distribution of 2018 remuneration to managers

None

Reason for avoidance: Hsin-Hui, Tsai and Jung-Tsan, Chou in Motion 1 hold concurrent position

as the Company’s Manager.

Opinion of Independent Director: The Company's response to such Independent Directors'

None. opinions: None.

Resolution: After the chairman consulted the resolutions of the attending directors, the motion

was passed with no objections.

1. Partial amendments to “Regulations Governing Authority to Approval”
and “Regulations Governing Capital Expenditure”.

2. Remuneration to the Company’s Chairman, Chin-Tsai, Chen.

3. Appointed Mao-Chen Tsai to be the Senior Manager, and receiving the
highest remuneration in the Board Office.

Reason for avoidance: Chin-Tsai, Chen and Mao-Chen Tsai in Motion 1 and 2 hold concurrent

position as the Company’s Manager.

Opinion of Independent Director:

None.

Resolution: After the chairman consulted the resolutions of the attending directors, the motion

was passed with no objections.

1. lIssuance of new shares to increase capital by cash.

2. Percentage to be set aside as 2020 remuneration budget to employees and
Directors

3. Adjustment to the highest remuneration in the Board Office.

Reason for avoidance: Hsin-Hui, Tsai, Jung-Tsan, Chou and Mao-Chen Tsai in Motion 1 and 2

hold concurrent position as the Company’s Manager.

Opinion of Independent Director: The Company's response to such Independent Directors

None. opinions: None.

Resolution: After the chairman consulted the resolutions of the attending directors, the motion

was passed with no objections.

8th Board,
8th Meeting
Jul. 30 2019

None

8th Board,
9th Meeting
Oct. 29, 2019

Opinion of Independent Director: None.

None

8th Board,
10th Meeting
Dec. 20, 2019

In addition to the matters mentioned above, any independent director expresses dissent or reservation with
respect to a resolution of the Board of Directors, and such dissent or reservation is recorded in the minutes or a
written statement: None.

1. Implementation of Director’s avoidance from Motions of interest:

(1

Board of
Directors Motion Reason for Implementation
Sessions of Board avoidance P
and Meetings
8th Board, 1. The distribution policies of 2018 annual bonus to
4th Meeting management.
Jan. 10. 2019 2. Percentage to be set aside as 2019 remuneration to
T employees and Directors. Except for the
8th Boar_d, Distribution status of 2018 remuneration to af_orementloned
I\ig; l\l/lfeggfg employees and Directors. g/'g?g;%d the
— Chin-Tsai, Chen, A
8th Board, L motion was
8 . . . Mao-Chen Tsai and .
th Meeting Distribution of 2018 remuneration to managers. Hsin-Hui Tsai hold | Passed with no
Jul. 30, 2019 . . concurrent position objectl(_)ns after
1. Remuneration to the Company’s Chairman, as the Company’s the chairman
8th Board, Chin-Tsai, Chen. Manager. consulted the
9th Meeting 2. Appointed Mao-Chen Tsai to be the Senior. resolutions of
Oct. 29, 2019 Manager, and receiving the highest remuneration the attending
in the Board Office. directors.
1. Percentage to be set aside as 2020 remuneration
8th Board, ;
- budget to employees and Directors.
10th Meeting . - L
2. Adjustment to the highest remuneration in the
Dec. 20, 2019 .
Board Office.

The information on the frequency, period, scope, method and content of TWSE/TPEX listed company's Board of
Director self-evaluation (or peer assessment) shall be disclosed. The status of the Company’s Board evaluation:
Status of Board evaluation

Frequency Period Scope Method Content
Evaluation on the .
. Internal evaluation of the
Evaluation on the performance of the .
) e Board, Self-evaluation of
Board’s performance Board, individual Please refer to
Once a year the Board member,

from Jan. 1, 2019 to
Dec. 31, 2019.

Board members and
Functional Committee
members.

Internal evaluation of the
functional committee.

Note 1.
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Note 1: The scope of the evaluations shall include at least the following items.

(1)

)

3)

Performance evaluation of the Board: At least includes the Directors’ level of participation in the Company's
operations, the quality of the Board's decision-making, the compaosition and structure of the Board, the selection
and continuous training of Directors, internal control, etc.

Performance evaluation of individual Directors: At least includes the Company's objectives and tasks, Directors'
understanding in responsibilities, Directors’ level of participation in the Company's operations, internal
relationship management and communication, professional and continuous education of Directors, internal
control, etc.

Performance evaluation of functional committee: The committee members’ level of participation in the
Company's operations, the committee members’ understanding in responsibilities, the quality of decision-making
of the committee members, the composition of functional committees, the selection of members, and internal
control, etc.

The results of the 2019 performance evaluation of the Board and functional committees: The results of the
overall 2019 performance evaluation of the Board and functional committees is excellent. Although there are no
improvements required to be done immediately, the Company is advised to strengthen its corporate governance and
corporate social responsibility.

IV. Enhancements to the functionality of the Board of Directors in the current and the most recent year (e.g. the
establishment of an Audit Committee, improving information transparency etc), and the progress of such
enhancements:

1.

2.

5.

6.

The Audit Committee and Remuneration Committee established by the Board of the Company assist the Board in
performing their supervisory responsibilities.

The Audit Committee of the Company is composed of 4 Independent Directors since Jun. 15, 2018. The
Committee is responsible for the fair expression of the Company's financial statements, the selection (release) of
CPAs and their independence and evaluation, the effective implementation of internal control, and the
management and control of the Company's existing or potential risks.

The Company's Remuneration Committee was established in 2011, and currently consists of 4 Independent
Directors. The Remuneration Committee is responsible for formulating and regularly reviewing the performance
evaluation and remuneration policies, systems, standards, and structure of the Board of Directors and managers,
as well as periodically evaluating and determining the remuneration of directors and managers.

It is also responsible for suggesting relevant continuing courses to Board members and assisting in arranging
continuing courses to enhance the absorption of new knowledge and maintain professional advantage.

The Company formulated the procedures for the performance evaluation of the Board on Oct. 29, 2019, serving
as the goals to be achieved by the Board and all functional committees.

On May 5, 2020, the Board of the Company approved the establishment of a Chief Corporate Governance.

The attendance of the Independent Directors of the Board in 2019 at the Board Meetings is as follows:
© Attendance in person > Attendance by proxy

Date of Board Meeting
Name Jan. 10, | Mar. 14, Apr. 19, Jun. 13, Jul. 30, Oct. 29, Dec.20, Remarks
2019 2019 2019 2019 2019 2019 2019
Hsiu-Tsung, Liang © © © © © © ©
Hui-Fen, Chan © © ©) ©) © © ©
Po-Chiao, Chou © © ©) ©) © © ©
Yu-Chin, Tsai © © © © © © ©

(I1) The operation of the Audit Committee:
1. The main annual duties of Audit Committee are summarized as follows:

(1) Adoption of or amendments to the Declaration of Internal Control Policies

(2) Effectiveness Evaluation of the Declaration of Internal Control Policies

(3) Adoption of or amendments to the procedures for handling material financial or business activities, such as
acquisition or disposal of assets, derivatives trading, loans of funds to others, and endorsements or guarantees
for others

(4) Matters in which a director is an interested party.

(5) Derivatives trading of a material nature.

(6) Loans of funds, endorsements, or provision of guarantees of a material nature.

(7) The offering, issuance, or private placement of equity-type securities.

(8) The hiring or dismissal of a certified public accountant and their compensation.

(9) The appointment or discharge of a financial, accounting, or internal audit officer.

(10) Financial report.

(11) Other matters of material nature as prescribed by the Company or competent authority.
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2. The Audit Committee held 7 [A] meetings in the most recent fiscal year (2019). The record of
the Independent Directors' attendances is shown below:

Number of
. Number of actual meetings in Actual attendance rate (%)
Title Name attendance [B] attendance by (B/A) Remarks
proxy

Independent |Po-Chiao, Chou
Director (Convener) ! 0 100.00
Independent HS|u?Tsung, 7 0 100.00
Director Liang
Independent | v, chin Tai 7 0 100.00
Director
Independent) ,; ren, Chan 7 0 100.00
Director

Other matters to be recorded:

I. For the operation of the Audit Committee in any of the following circumstances, please specify the date, term, the
contents of the proposals, the opinions of all Auditing Committee members, and the Company’s response to the
opinions proposed by the Audit members.

(I) Onissues stated in Article 14-5 of the Securities and Exchange Act:

Audit committee
Sessions of Board and Motion Resolution and follow-ups

date of meetings

1. The 2018 consolidated and individual financial
statements.

2. Partial amendment to the “Procedures for Acquisition or
Disposal of Assets.”, “Rules and Procedures for Board of
Directors Meetings” and “Rules Governing the Scope of
Powers of Independent Directors”.

3. 2018 “Assessment of the Effectiveness of the Internal
Control System” and “Internal Control Statement”.

1. The evaluation of the independence and suitability of the
CPAs.

2. Replacement of of CPAs due to internal job rotation of
the CPA firm.

3. Deloitte & Touche was retained to audit the 2019
financial statements of ITEQ and other services.

4. Partial amendments to “Procedures for
Endorsement/Guarantee”, “Procedures for
Endorsement/Guarantee of Subsidiaries and
Sub-subsidiaries”, “Procedures for Loans to Others”, and
“Procedures for Loans of Subsidiaries and Sub-subsidiaries

1st Committee,
6th Meeting
Mar. 14, 2019

All Audit Committee members
have no dissenting opinion nor
qualified opinion for the
motions listed on the left. The
motions are passed by all
committee members.

1st Committee,
7th Meeting
Apr. 19, 2019

to Others”.
1st Committee,
8th Meeting 2019 Capital expenditure of Wuxi Plant.
Jul. 15, 2019
1?; Comml_ttee, Partial amendments to “Regulations Governing Authority to
th Meeting A 1
Oct. 29, 2019 pprovat”.
1st Committee,
11th Meeting Issuance of new shares to increase capital by cash.
Dec. 20, 2019

(1) In addition to the aforementioned motions, other motions without approval by the Auditing Committee but passed
by the Board with 2/3 of the Directors: None.
1. With respect to the avoidance of conflicting interest agendas, describe the names of independent directors, details of the
relevant agendas, reasons for avoiding conflicting interest, and the voting decisions: None.
I11. Enforcement of Corporate Governance Implemented by the Company and Reasons for Discrepancy (incl. material
matters in the communication, method and results of the Company’s financial position, sales performance).
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() Items of communication between the Audit Committee and Chief Auditor in year 2019:

Results of
communication

Date Matters of communication

2018 Q4 audit implementation report and the focus of the next audit

Jan. 10, 2019 ) No opinion
operation.
Audit implementation report as of Feb. 2019 and the focus of the next

Mar. 14, 2019 audit operation. No opinion

2018 “Assessment of the Effectiveness of the Internal Control System” and

“Internal Control Statement”

Audit implementation report as of Mar. 2019 and the focus of the next

Apr. 19, 2019 | audit operation. No opinion

Revision of important management measures.

Audit implementation report as of Jun. 2019 and the focus of the next

audit operation.

Audit implementation report as of Sep. 2019 and the focus of the next

Oct. 29, 2019 | audit operation. No opinion

2020 audit plan.

Audit implementation report as of Nov. 2019 and the focus of the next

Dec. 20, 2019 | audit operation. No opinion

2020 audit plan of subsidiaries.
The Chief Auditor communicates with the Board through the audit report on a monthly basis. Through the Audit Meeting,

the execution status of audit procedures is reported at least once every quarter. In case of irregularities, such matters will be

reported to the members of the Audit Committee in a timely manner. No such matter as of the printing date of this annual

report. Status of communication between the Audit Committee and Chief Auditor is good.

Jul. 30, 2019 No opinion

(1) Items of communication between the Audit Committee and the CPAs in year 2019:

Results of
communication

Date Matters of communication

1. The 2019 Q1 audit scope of financial statements, responsibilities and
Apr. 19, 2019 |independence of CPAs, and types and contents of audit reports. No opinion
2. Important updates - IFRS 16.
1. The 2019 Q2 audit scope of financial statements, responsibilities and
Jul. 30,2019 |independence of CPAs, and types and contents of audit reports. No opinion
2. Important updates - Uncertainty over income tax and other matters.
1. The 2019 Q3audit scope of financial statements, responsibilities and
independence of CPAs, types and contents of audit reports, prepayments
for property, plant, and equipment.
2. Important updates - Uncertainty over income tax and other matters.
Communication matters between the Company's CPAs and the audit committee shall include reports on financial
statement reviews or audit results, review or review scope and schedule plan, if personnel, affiliated with the CPA firm of the
CPA, that are subject to the independence norms, have followed the statement of independence required by the code of
professional ethics of accountants, key audit matters of the financial statements that are to be discussed, the impact of the law
amendments to the Company and other matters. Matters of irregularities will also be reported to the Audit Committee
immediately. No such matter as of the printing date of this annual report. Status of communication between the Audit
Committee and CPA is good.

Oct. 29, 2019 No opinion
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(V)

for TWSE/TPEX Listed Companies and reasons

Corporate governance and differences from the Corporate Governance Best Practice Principles

Differences
Description from the
Corporate
Governance
Best Practice
Principles for
Item for evaluation Yes |No Summary TWSE/TPEX
Listed
Companies
and reasons

I Does the Company establish and disclose the \% The Company has formulated the “Corporate Governance
corporate governance practices pursuant to the Best-Practice Principles" in 2005, and is always paying close
Corporate Governance Best Practice attention to changes in current affairs, laws and regulations, No significant
Principles for TWSE/TPEX Listed strengthening its organizational structure, and disclosing it on difference
Companies? the Company's website and MOPS. The Company's related

operations are carried out in accordance with relevant
important regulations.

Il.  Shareholding structure and shareholder’s
equity \% (I)  The Company has formulated the "Procedures for No significant

()  Does the Company have an internal procedure Handling Share Operations" in 2002. The Company has | difference
and act accordingly for handling of the established a spokesperson, deputy spokesperson,
suggestions, doubts, disputes, and lawsuits of designated personnel for handling share related matters,
the shareholders? and publicly publishes a contact phone number and

e-mail address (service@iteq.com.tw) to properly
handle the questions, suggestions, doubts and disputes
raised by shareholders. There has not been any disputes
or litigation so far.

(1)  Does the Company have the lists of major \% (1) The Company regularly reviews the list of major No significant
shareholders who actually control the shareholders and the final controllers of the major difference
company and the ultimate controller list of shareholders who have actually control over the
major shareholders? Company based on the register of shareholders provided

by the stockbroking agency on the date the Company
suspends share transfer. The Company, in accordance
with regulations, regularly discloses the relevant
pledges, changes, increase and decrease in equity, and
other matters of the shareholders holding more than
10% of the shares.

(1)  Does the Company establish and implement a (1) The company has established "Regulations Governing No significant
firewall mechanism to control the risks \% the Subsidiaries”, "Regulations Governing Related Party | difference
between the Company and the affiliates? Transactions", "Regulations Governing Transactions

with Related Persons, Specified Persons and Group
Enterprises”. The Company has clear management
rights and responsibilities for personnel, assets and
finances with related Companies, and conducts risk
assessments and establishes appropriate firewalls.
Regarding business transactions with related companies,
the Company follows relevant regulations governing
internal control and other management, based on the
principle of fairness and reasonableness. The
Company's audit unit also includes all subsidiaries
within the scope of internal audits, and performs audit
operations on a regular and irregular basis.

(IV) Does the Company have internal regulations \% (IV) The Company has formulated the "Procedures for
to prohibit insiders from using undisclosed Handling Material Inside Information" in 2009 and No significant
information in the market for securities informs the insiders of the Company to strictly abide by | difference
trading? it, so as to reduce the insiders' unintentional or

intentional violations of insider trading, which will
cause the Company or insiders to be involved in
lawsuits and damage to their reputation. In addition, the
Company has established a sound mechanism for
handling and disclosing material inside information to
prevent improper leakage of information.

I1l. Responsibilities of the Board of Directors and
its formation \Y No significant

()  Does the Company have a policy of diversity () Article 20 of the Company's "Corporate Governance difference
for the formation of the Board of Directors Best-Practice Principles" clearly states that for the
and implement it thoroughly? operation effectiveness of the Board and development

and operation of the company, the members of the
Board have professional skills including business, legal
affairs, finance, accounting which are required by the
Company's operations. Each Director and Supervisor
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Differences

Description from the
Corporate
Governance
Best Practice
Principles for
Item for evaluation Yes |No Summary TWSE/TPEX
Listed
Companies
and reasons
has a complete and rich academic experience, so that the
Board can perform the role of business decision-making
and leadership. Please refer to the explanation in (9) of
this annual report (page 38) for the Company's
implementation of the board member diversity policy.
(1) The functional committees of the Company are:

(1)  Does the Company voluntarily form other 1.Renumeration Committee: At least 2 meetings in a year. No significant
functional committees similar to the \ Please refer to this annual report (page 31). difference
Remuneration Committee and Audit 2.Audit Committee: Established on Jun. 15, 2018.

Committee set up pursuant to relevant laws Consists of all Independent Directors. Please refer to this
and regulations? annual report (page 25).
(1)  The Company has passed the motion for the No significant

(1) Has the Company established methodology establishment of the “Self-Evaluation or Peer difference
for evaluating the performance of its Board of | V Evaluation of the Board of Directors” in the session
Directors, on an annual basis? Are the results held on Oct. 29, 2019 thereby performance of the
of the evaluation reported at the Board Board shall be subject to internal evaluation at least
Meeting and used as reference for once a year and report to the Board. Please refer to this
remuneration and the nomination for annual report (page 23).
re-election? The result of performance evaluation on the Board was

submitted to the Board Meeting on Mar. 17, 2020.
(IV) Pursuant to Article 47 of the Certified Public
Accountant Act, No. 10 of the Standard of Ethics of No significant

(IV) Does the Company assess the CPAs for their Certified Public Accountant, International Standards on | difference
independence on a regular basis? \% Auditing 10, The Company’s Board evaluates its

independence and suitability every year, and submits the
results to the audit committee and the board of directors
for resolution on May 5, 2020. For the 2020
Independence and Suitability Assessment on CPAs,
please refer to Appendix 1 (page 96)of this annual
report. The Company requires the CPASs to issue a
statement of independence.

IV. Does the TWSE/TPEX listed company setupa | V In order to enhance the corporate governance and the powers
full/part-time corporate governance unit or of the board of directors, the board of directors decided to set a
personnel to be in charge of corporate corporate governance supervisor directly report and
governance affairs including, but not limited responsible to the chairman on May 5, 2020. The supervisor is
to, providing directors and supervisors with in charge of corporate governance, integrity operation, law
required information for business execution, compliance, providing data for directors to operate business, No significant
handling relevant matters with board meetings strengthening the powers of the board of directors and difference
and shareholders meetings according to the preparing for the board meeting and the shareholder’s meeting.
laws, processing corporate registration and
amendment registration, and preparing
minutes of board meetings and shareholders
meetings?

V.  Does the Company establish channels for \% The Company may have channels to communicate with the
communication with stakeholders, design company depending on the situation. It is instructed to include
special web pages for the stakeholders on the a spokesperson, an deputy spokesperson, designated personnel No sianifi

: - . S - o significant
website, and appropriately respond to for handling share related matters and communication with difference
important CSR issues concerned about by the stakeholders. The company has a contact section for
stakeholders? stakeholders, a spokesperson (agent spokesperson), and related

business departments on the company website.

VI.  Does the Company commission a professional | V The Company appoints the Stock Affair Department of Grand
registrar to deal with the affairs of the Fortune Securities stock to be the Company’s stock affair agent | No significant
shareholders’ meeting? to represent the Company in the transfer of shares issued and difference

other related matters.

VII.  Information disclosure

(I)  Does the Company have a website to disclose | V (I)  The Company has set up Chinese and English versions
the financial and corporate governance of the company websites, on which the Company No significant
information of the Company? discloses relevant information on financial and corporate | difference

governance information. For other product business
information, please refer to other disclosure information
on the company website.
(I1)  Does the Company adopt other information \% (1)  The Company has set up Chinese and English version of | No significant

disclosure methods (such as setting up an

investor relations websites, and appointed a special

difference
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Differences

Description from the
Corporate
Governance
Best Practice
Principles for
Item for evaluation Yes |No Summary TWSE/TPEX
Listed
Companies
and reasons
English website, designating a person for person to be responsible for updating and disclosing the
collection and disclosure of information, Company’s information on the website in a timely
implementing a spokesperson system, and manner. The Company has also set up a spokesperson's
publishing the process of investor conferences e-mail box, which is handled by a dedicated person, and
on the website)? the spokesperson system is implemented to ensure that
information that may affect the decision-making of
shareholders and stakeholders is promptly disclosed.

(I11)  Does the company announce and report the (I11)  The Company has announced and reported its 2019 No significant
annual financial report within two months \V financial report on Mar. 17, 2020, which was 14 days difference
after the end of the fiscal year, and announce prior to the prescribed time. The report has also been
and report Q1, Q2, Q3 financial reports and passed by or submitted to the Board 7 days prior to the
the operating status of each month in advance prescribed deadline. The Company has announced and
of the prescribed deadline? reported Q1, Q2, Q3 financial reports and the operating

status of each month. (Among them, Q2 and Q3 and the
annual financial reports are announced on the day the
Board approves XBRL ).

VIII. Does the Company have additional important | V Please refer to (9) for details. (page38)

information that is helpful to understand the
operation of the corporate governance
(including but not limited to the rights and
care of employees, investor relationship,
supplier relationship, rights of stakeholders,
further education of directors and supervisors,
implementation of risk management policies
and measurement criteria, implementation of
customer policies and liability insurance
coverage for directors and supervisors)?

No significant
difference

Issues that has no priority improvements proposed:
(1)We published the CSR report referring to international reporting rules or guidelines and is planning to acquire the verification of third certification

party.

(2) Policies for energy conservation, carbon reduction, water use reduction, and other waste management will be formulated.

IX.

Please describe the improvement performed according to the corporate governance evaluation results published by the Corporate Governance
Center of Taiwan Stock Exchange in recent years, and propose the matters with priority for improvement and the respective measures.
The Company's 2019 "Corporate Governance Assessment™ score rank lies in the top 21% ~ 35% . For the following unscored items, the

Company has proposed priority improvements and measures:

1. Issues of the 2019 Corporate Governance Assessment that have already been improved:
(1) Preparing financial reports in both Chinese and English.
(2) English version of Annual Report, Shareholders’ Meeting Handbook are prepared and are declared within the deadline stated in the

corporate governance assessment indicators.

(3) A Chief Corporate Governance Officer has been set up in May 2020.
2. Issues that has no priority improvements proposed:
(1) We published the CSR report referring to international reporting rules or guidelines and is planning to acquire the verification of third

certification party in 2020.

(2) Policies for energy conservation, carbon reduction, water use reduction, and other waste management will be formulated.
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(V) The composition, responsibilities and operation of the Remuneration Committee

1. Information of the members of the Remuneration Committee

Qualifications .
Workfexper!ence of more than 5 years and the Compliance with independence requirements
ollowing professional qualification
Lecturer or Judge, public Work experience
higher prosecutor, in commerce,
position ata |attorney, certified|law, finance,
public or public accounting or Number of
private accountant, or |any other fields other public
university/coll | other necessary for our companies
Member type ege in the professional or  |business where the Remarks
(Note 1) department of |technical member also
commerce,  |specialists who 1 2 3 4 5 6 7 8 9 10 |Servesina
law, finance, |have passed a remuneratio
accounting or |national n committee
other fields  |examination and
related to the [received a
business certificate in a
profession
necessary for our
Name business
Independent Po-Chiao, Chou v v v v v v v v v v v v 1
Director _[(Convener)
Independent |, giu-Tsung, Liang v v vilvl|ivi|iv|v|vlv]|v]| v | v 0
irector
Independent |\ ~pin Teai v viliviliv]iv]|iv]|iv]|v]|v v v 1
Director
Independent |, . £on Chan v v v v vi v iv|ivi]iv]v v v 1
Director ’

Note 1: Place a “v™ in the box below if the member met the following conditions at any time during active duty and two years prior to the date of
appointment.

(1)
@

®

4
®)

(6)

™

®

©)

Not an employee of the Company or any of its affiliates.

Not a director or supervisor of the company or any of its affiliates. (The same does not apply, however, in cases where the person is an
independent director of the company, its parent company, or any subsidiary, as appointed in accordance with the laws of Taiwan or with the laws
of the country of the parent company or subsidiary.)

Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the person under
others’ names, in an aggregate amount of one percent or more of the total number of issued shares of the company or ranks as one of its top ten
shareholders.

Not a manager of (1), or spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of (2) or
3).

Not a director, supervisor, or employee of a institutional shareholder that directly holds 5% or more of the total number of issued shares of the
Company, or ranks as of its top five shareholders, or that designates its representative to serve as a director or supervisor of the company under
Article 27, paragraph 1 or 2 of the Company Act. (The same does not apply, however, in cases where the person is an independent director of the
company, its parent company, or any subsidiary, as appointed in accordance with the laws of Taiwan or with the laws of the country of the parent
company or subsidiary.)

Not a majority of the company's director seats or voting shares and those of any other company are controlled by the same person: a director,
supervisor, or employee of that other company (The same does not apply, however, in cases where the person is an independent director of the
company, its parent company, or any subsidiary, as appointed in accordance with the laws of Taiwan or with the laws of the country of the parent
company or subsidiary.).

Not the chairperson, president, or person holding an equivalent position of the company and a person in any of those positions at another
company or institution are the same person or are spouses: a director (or governor), supervisor, or employee of that other company or institution.
(The same does not apply, however, in cases where the person is an independent director of the company, its parent company, or any subsidiary,
as appointed in accordance with the laws of Taiwan or with the laws of the country of the parent company or subsidiary.)

Note a director, supervisor, officer, or shareholder holding five percent or more of the shares, of a specified company or institution that has a
financial or business relationship with the company. (The same does not apply, however, in cases where the person is an independent director of
the company, its parent company, or any subsidiary, as 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 who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or
institution that, provides commercial, legal, financial, accounting services or consultation to the Company or to any affiliate of the Company in
the most recent 2 years with an accumulated service compensation of less than NTD 500 thousand, or a spouse thereof.

This restriction does not apply to any member of the Remuneration Committee, public tender offers Audit Committee or mergers and acquisition
special committee, who exercises powers pursuant to relative regulations of the Securities and Exchange Act and Business Mergers And
Acquisitions Act.

(10) The provisions of Article 30 of the Company Act are not applicable.

2. Duties of the Remuneration Committee

The remuneration committee shall exercise the care of a good administrator in faithfully

performing the official powers listed below, and shall submit its recommendations for

deliberation by the board of directors.

(1)Stipulate and regularly review the performance of the directors, supervisors, and
managers; as well as the compensation policies, systems, standards and structure.

(2)Regularly evaluate and stipulate director, supervisors, and manager compensation.

3. Information of the operation of the Remuneration Committee
(1)Our Remuneration Committee is composed of 4 members.
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(2)The term of office of the 3" Committee: Jun. 15, 2018 to Jun. 14, 2021. There were 5
remuneration committee meetings (A) in the most recent (2019). The attendance is as

follows:
_ Actual n’\wlggl?gsc::] Actual attendance
Title Name rate (%)(B/A) Remarks
attendance attendance (Note 1)
by proxy
Convener Po-Chiao, Chou 5 0 100
Member Hsiu-Tsung, Liang 5 0 100
Member Yu-Chin, Tsai 5 0 100
Member Hui-Fen, Chan 5 0 100

Other matters to be recorded:
l. Recommendation of the remuneration committee, that is declined to adopt or will be modified by the board of
directors: None.

Any member has a dissenting or qualified opinion with respect to any resolution of the remuneration committee:
None.

Remuneration
Committee

Sessions of Board Motion Resolution and follow-ups
and date of meetings
4th Committee 1. The distribution policies of 2018 annual bonus to All Remuneration
e management. Committee members have
3rd Meeting . . - - P
2. Percentage to be set aside as 2019 remuneration to no dissenting opinion nor
Jan. 10, 2019 - -, J
employees and Directors. qualified opinion for the
1. The 2018 consolidated and individual financial motions listed on the left.
4th Committee statements. The motions are passed by
. 2. Allocation of 2018 remuneration to directors and all committee members.
4th Meeting emplovees
Mar. 14, 2019 ployees.

3. Partial amendments to the “Procedures for
Acquisition and Disposal of Assets”.

4th Committee ,

5th Meeting Distribution of 2018 remuneration to managers.
Jul. 30, 2019
1. Remuneration to the Company’s Chairman,
4th Committee , Chin-Tsai, Chen.
6th Meeting 2. Appointed Mao-Chen Tsai to be the Senior Manager,
Oct. 29, 2019 and receiving the highest remuneration in the Board
Office.
4th Committee , 1. Adjustment to the highest remuneration in the Board
7th Meeting Office. . .
Dec. 20, 2019 2. Percentage to be set aside as 2020 remuneration

budget to employees and Directors.

Note - I the members of the Remuneration Committee are re-elected or resign before the end of the year, the actual
attendance rate (%) is calculated based on the number of meetings during their tenure and their actual number of attendance.
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(VI) Implementation of corporate social responsibility

Item for evaluation

Description

Yes

No

Summary

Differences from the
Corporate Social
Responsibility
Best-Practice
Principles Best
Practice Principles for
TWSE/TPEX Listed
Companies and
reasons

I Has the company performed risk assessments
on environmental, social, and corporate issues
in relation to the Company’s operations
according to material principles, and
formulated relevant risk management policies
or strategies?

IIl. Does the company have a specific (or
part-time) unit set up to promote corporate
social responsibility, have the management
been authorized by the Board of Directors to
handle matters and report the processing
results to the Board of Directors?

(I) The Company is devoted to taking a part in

corporate citizen fields in terms of industrial safety,
environmental protection, social safety and good
neighborliness in the community; therefore in
January 2017, the Corporate Social Responsibility
Policy was been formulated and is disclosed in the
annual report and the Company’s website.
The implementation effectiveness and details of the
Company’s corporate responsibility are disclosed in
the  Company’s  annual  corporate  social
responsibility report.

(I) The Company’s finance unit, management unit,
industrial safety unit and legal affairs unit are the
concurrent unit for the promotion of corporate social
responsibility; members of the unit are composed of
high-level managerial officers who are appointed by
the Chairman. Corporate social responsibility is
handled in accordance with related management
measures and processing results are reported as a
means to enforce the corporate governance,
sustainable development, maintenance of social
justice and further strengthening the information
disclosure of corporate social responsibility. The
implementation effectiveness of the Company’s
corporate responsibility is reported to the Board of
Directors on a regular basis.

No significant
difference

No significant
difference

I11. Environmental Issues

(1) Does the company have an appropriate
environmental management system established
in accordance with its industrial character?

(11) 1s the company committed to enhance the
utilization efficiency of resources and use
renewable materials that are with low impact
on the environmental?

(11) Has the company assessed the potential risks
and opportunities for business operations now
and the future regarding climate change and
will it adopt response measures relating to
climate issues?

(H@1) The Company is dedicated to source
improvement and the recovered rate of all
resources. The Company has currently invested in
equipment such as RTO waste gas combustion that
can recover and reuse heat and high-efficient
energy-saving and environmental device that can
reuse heat and eliminate organic waste, solving air
pollution problems and saving fuel costs.

® Comprehensive written environmental policy has
been formulated and the certification of 1S014000
has been passed; the Company also complies with
requirements set out by RoHs (Restriction of
Hazardous Substances Directive).

® All plants have acquired certifications including the
environmental management system (1SO14001),
Occupational Health and Safety Assessment Series
(OHSAS) and Hazardous Substance Process
Management System (QCO08000 of IECQ). We
carry on facilitating the environmental safety and
health management and following various
applicable laws and regulations in connection with
environmental protection.

® In terms of waste management, reducing waste will
be performed at process then it will be classified
and recovered according to the type of waste. Waste
treatment sectors holding a qualified license will be
selected to remove the waste, and flow control will
be monitored to ensure all waste is treated properly
according to the law.

(1) The Company pays great attention on issues
brought by the climate change and carries out
systematic management. The environmental
management system 1SO14001 has been established
and PDCA (Plan-Do-Check-Act) method has been
enforced as a means to continue to improve the

No significant
difference

No significant
difference
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Item for evaluation

Description

Yes

No

Summary

Differences from the
Corporate Social
Responsibility
Best-Practice
Principles Best
Practice Principles for
TWSE/TPEX Listed
Companies and
reasons

(1V) Has the company calculated the greenhouse
gas emissions, water consumption, and total
weight of waste in the past 2 years, and
formulated policies on energy conservation
and carbon reduction, greenhouse gas
reduction, water consumption, or other waste
management?

environmental performance and at the same time
obtaining the assurance of third party verification.

(IV) The Company checks the annual inventory of
greenhouse gas (GHG) emissions and grasps and
proposes workable plans. We thoroughly execute
the plan in order to reach the goal of reducing GHG
emissions and disclose the information relating to
our GHG management as well as energy
conservation and carbon reduction performance in
the corporate social responsibility report for
stakeholders.

The development plan and design of the plant of
our Xinpu Plant is based on the “Operating Keys
for the Promotion of Green Factories” promulgated
by the Industrial Development Bureau, Ministry of
Economic Affair. We facility energy conservation
and carbon reduction from 2 aspects: plant
hardware and operating software.

The plant has been designed to replace heavy fuel
oil with natural gas and to recover exhaust gas from
the RTO (regenerative thermal oxidizer) in order to
reduce GHG emissions; the recovery rate is 95%.

In terms of software, through the operation of
environmental management system (ISO14001), we
continue to keep tracking and improving relevant
energy source uses. According to the requirements
of the Energy Administration Act, we report our
energy usage and energy-saving action plans to the
Bureau of Energy,Ministry of Economic Affairs
annually. We also announce “Water-Saving and
Power-Saving Operating Measures” internally in
order to emphasize the dedication regarding energy
conservation and carbon reduction which should
start from our daily operations.

Management  Policies for  Water-Saving and

Power-Saving Management:

(1) Facilitate water management to effectively achieve
the goal of water-saving from recycling and
reusing. The recovery efficiency can reach more
than 80% and water recovered is used for toilet
flushing.

(2) For the past 2 years, the energy-saving plans we
have been facilitating include adding a backup
water chiller at process (power-saving benefit of
8.1%) and replacement of old air compressors
(power-saving benefit of 37.5%).

(3) Renting of environmentally friendly photocopiers,
using of recycled photocopying paper as well as
environmentally friendly cartridges, reducing the
impact to the environment. We have also started to
promote the use of e-reports in 2019, gradually
reducing the consumption of photocopying paper
each year.

Recycling and Reusing the Packaging Materials of

Suppliers:

The raw materials and packaging consuming materials

(pallets, copper foil and wood boxes) used for

production are recycled and reused by suppliers as a

means to reduce the expenditure for new purchases of

pallets, copper foil and wood boxes while at the same
time reducing the waste production.

No significant
difference

IV. Social Issues
(1) Does the company have the relevant
management  policies and  procedures

(I) The Company’s Employee Working Rules and
Social Responsibility Policy have been formulated

No significant
difference
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Item for evaluation

Description

Yes

No

Summary

Differences from the
Corporate Social
Responsibility
Best-Practice
Principles Best
Practice Principles for
TWSE/TPEX Listed
Companies and
reasons

stipulated in accordance with the relevant
laws and regulations and international
conventions on human rights?

(IHHas the company established and
implemented  reasonable measures  for
employee benefits (including: remuneration,
holidays and other  benefits), and
appropriately reflect the business
performance or achievements in the
employee remuneration?

(111) Does the company provide employees with a
safe and healthy work environment, and
provide safety and health education to
employees regularly?

(1V) Does the company establish effective training
programs for employee's career development?

(V)Has the company complied with laws and
international standards with respect to
customers' health, safety and privacy,
marketing and labeling in all products and
services offered, and implemented consumer
protection policies and complaint procedures?

in accordance with the Labor Standards Act and
applicable laws and regulations; relevant measures
are revised in accordance with the change of laws
and regulations. In terms of coordinating the
relationship between labor and management,
labor-management meetings are organized from
time to time according to the “Enforcement
Measures of Labor-Management Meetings”.
Related labor policy and human rights protection
are disclosed on the Company’s website.

(I1) The Company enforces performance evaluation

management through open performance appraisal
system and system and there are no difference
regardless of gender and age. Through performance
management, the Company hopes to combine the
Company’s overall operation goals and employees’
individual working goals as an evaluation and
feedback for employees’ annual work performance
and basis for subsequence training development for
employees.
The Company’s Articles of Incorporation clearly
stipulates that if the Company has a profit for the
year, at least 2% of the profit shall be allocated as
remuneration for employees of the Company and
companies controlled by the Company.

(1) The Company treats its employees as the greatest
assets; therefore, Labor Safety and Health Code and
Occupational Safety and Health Management Plans
have been formulated to strengthen self-inspection
and environmental management. Internal and
external training for operators covering annual
physical examination, fire management, operating
environmental testing are arranged on a regular
basis. The performance of environmental safety and
health within the plant is improved in accordance
with the requirements of the plant’s environmental
safety. By persisting in educational training and
promotion, employees’ emergency response ability
and correct safety conception can be developed
while at the same time enhancing their cognitive
ability as to prevent the occurrence of accident
caused by unsafe conducts.

(IV) The Company has formulated a professional
training program in terms of our colleagues’ career
development so that they can pursue and gain the
professionalism needed for promotion while
carrying out work in their existing position.

(V) The Company uses “customer-oriented” as its
management concept. As a means to achieve such
goal, not only does the Company attach great
importance to its product quality, it also offers
after-sale services to fulfill customers’ needs. We
provide immediate service and improvement
channel through our website and telephone, and
there is a compliant and dedicated e-mail
service@iteq.com.tw for stakeholders.
Comprehensive written environmental policy has
also been formulated and the certification of
1ISO14000 has been passed; the Company also
complies with requirements set out by RoHs
(Restriction of Hazardous Substances Directive).
All plants have acquired certifications including the

No significant
difference

No significant
difference

No significant
difference

No significant
difference
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Differences from the

with relevant regulations and their execution
status regarding issues such as environmental,
occupational safety, and health or labor rights?

environmental and social protection and has
extended its responsibilities into both “top and
bottom” ends. Supplier Management Procedures

Description Corporate Social
Responsibility
Best-Practice
Item for evaluation Principles Best
Practice Principles for
Yes | No Summary TWSE/TPEX Listed
Companies and
reasons
system verification IATF16949, environmental
management system (1SO14001), Occupational
Health and Safety Assessment Series (OHSAS) and
Hazardous Substance Process Management System
(QC08000 of IECQ). We carry on facilitating the
environmental safety and health management and
following various applicable laws and regulations in
connection with environmental protection.
(V1) Has the company established supplier
management policies demanding compliance \% (VI) The Company attaches great importance of

No significant
difference

have also been formulated and the Company only
selects manufacturers who share the same ethical
belief as the Company to do business with. The
suitability of manufacturers are also regularly
evaluated.

The Company and all suppliers comply with
society's general ethics and honesty principles in
order to maintain a fair trading market; the
Company also supervises the procurement of
suppliers as a means to fulfill social responsibilities.

V. Has the company taken reference from the
internationally accepted reporting standards or | V
guidance when compiling CSR reports to
disclose non-financial information? Have the
reports mentioned previously obtained the
assurance of third party verification?

We engage PWC Taiwan to help building up CSR and
start publishing CSR report since 2017. The 2020 CSR
report is published referring to international reporting
rules or guidelines and is planning to acquire the
verification of third certification party. The related
information will be disclosed on the website and the
Market Observation Post System.

No significant
difference

VI. For companies who have established corporate responsibility code of conducts in accordance with the “Corporate Social Responsibility Best
Practice Principles for TWSE/TPEx-Listed Companies”, please describe the current practice and any deviations from the code of conduct:
The Company’s Board of Directors has passed the “Corporate Social Responsibility Principles”; therefore there is no significant different.

VII. Any other essential information that may help us to understand the performance of corporate social responsibility better:
Corporate social responsibility (CSR) is a mixture of economic responsibility, legal responsibility and ethical responsibility. The Company
upholds the principle of honest management starting from little places. We do our utmost to protect the environmental ecology, respect human
rights and employee rights, enhance the disclosure and transparency of various financial information, improve the relationship between
stakeholders, protect the rights and benefits of consumers, maintain various fair competitions and strengthen anti-bribery and prevention of
corruption. This year, the Company has made several donations to local communities for them to organize events, the donation of organic
vegetables harvested quarterly by the Company’s Garden Group for the elderly at Huashan Social Welfare and the Company also has regular
industry-university cooperation.
ITEQ Loves the Earth - Garbage Free at the Community: ITEQ employees were gathered up by the Welfare Committee for the event of “Garage
Free at the Community”. The Company’s employees are dedicated to the protection of the community environment so that it stays clean and
beautiful.

VIII. A clear statement shall be made below if the corporate social responsibility reports were verified by external certification institutions: None.

(VII) Ethical Policies and Practices

Differences from the

Description Code of Business
Conduct Best Practice
Item for evaluation Principles for
Yes |No Summary TWSE/TPEX Listed

Companies and
reasons

I. Ethical Management Policies and Action Plans
() Has the company established an ethical | V
management policy that has been passed by its
Board of Directors, and clearly specified in its
rules and external documents the ethical
corporate  management policies and the
commitment by the Board of Directors and
senior management on rigorous and thorough
implementation of such policies and methods?

(I) The Company has always upheld the principle of
ethical management and complies with the
government laws and regulations, enforces corporate
governance and fulfills corporate responsibility. In
January 2017, the Company has also established the
“Code of Business Conduct” and the “Procedures for
Ethical Management and Guidelines for Conduct”.
The Company’s Board of Directors and senior

No significant
difference
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Differences from the

Description Code of Business
Conduct Best Practice
Item for evaluation Principles for
Yes | No Summary TWSE/TPEX Listed
Companies and
reasons
management are also committed to proactively
enforcing and supervising the execution of the ethical
management policy.

(1) Has the company established a risk | V (II) The Company’s establishment of the “Code of | No significant
assessment mechanism against unethical Business Conduct” and the “Procedures for Ethical | difference
behavior, analyzed and assessed business Management and Guidelines for Conduct” both
activities within their business scope on a clearly stipulate contents, handling rules and
regular basis which are at a higher risk of procedures in terms of unethical conducts. The
being involved in unethical behavior, and Company has established a penalty system for
established prevention programs at least violations and whistleblowing system which are both
covering the preventive measures specified in linked to the performance evaluation of employees.

Paragraph 2, Article 7 “Ethical Corporate Also, each new employee is asked to sign the

Management Best Practice Principles for “Ethical Convention of Employment” when joining

TWSE/TPEx Listed Companies”? in the Company as a reminder to avoid any unethical
conduct which may break rules. If a violation is made
by an employee, penalty will be given according to
the degree of violation. Reporting any unethical or
inappropriate conduct of internal or external
personnel is highly encouraged to reach the goal of
ethical management, ensuring the legal rights and
interests of the whistleblower and counterparty.

(1) Has the company specified operational | V (1) The Company reviews possible non-ethical risks
procedures, behavioral guidelines, disciplines at any time and has clearly stated in the “Code of | No significant
of violations, as well as an appeal system in Ethical Conduct” that all directors or managerial | difference
the program against unethical behavior, and officers shall treat the Company’s buying (selling)
implemented such programs, and reviewed and customers, competitors and employees fairly and may
revised the previous program on a regular not manipulate, hide or abuse the information they
basis? have gained upon performing duties; they shall not

make untruthful statements on important matters or
gain inappropriate profit through other unfair
transactions. If involving in unethical conducts, such
person will be subject to prosecution or punishment
by judicial or administrative authorities.

I1. Implementation of Ethical Management

() Does the company evaluate the integrity of all | V (I) Clear integrity terms have been clearly stipulated
counterparties it has business relationships in the Company’s commercial contract template and | No significant
with? Are there any integrity clauses in the if there is a violation, the total amount stated in such | difference
agreements it signs with business partners? contract will be used as a penalty to the violation.

(1) Has the company set up a dedicated | V (I1) The Company has assigned the Operational and | No significant
responsible unit to promote corporate ethical Management Committee as the dedicated unit which | difference
management under the Board of Directors, and is responsible for the related promotion and execution
has such unit reported its execution in terms of of the Company’s internal ethical management. The
ethical management policy and preventive Company has planned to report to the Board of
programs against unethical behaviors and the Directors the execution status and results regarding
supervision status to the Board of Directors on the promotion of ethical management in the second
a regular basis (at least once a year)? half of 2020. After that, a report to the Board of

Director shall be conducted at least once a year,
ensuring the implementation of the Company's ethical
management rules.

(1) Does the company have any policy that | V (Il1)  “Corporate ~ Governance  Best-Practice | No significant
prevents conflict of interest, and channels that Principles”, “Code of Ethical Conduct” and “Rules | difference
facilitate the reporting of conflicting interests? and Procedures for Board Meetings” all have clear

provisions that a director shall recuse himself/herslef
if there is a conflict of interest regarding meeting
motions. If a director or managerial officer violates
the rule, the Company shall handle such situation in
accordance with applicable regulations.
(IV) Has the company established an effective | V (IV)The Company has established an internal control | No significant

accounting system and internal control system
in order to implement ethical management, and
propose relevant audit plans according to the
assessment results of the risks of unethical
behaviors, and review the compliance status

system, accounting system and various management
rules and has met the requirements of ethical
management in terms of execution. Internal audit unit
shall compile audit plans based on the result of risk
assessments and shall carry out audits on a regular

difference
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Item for evaluation

Description

Yes

No

Summary

Differences from the
Code of Business
Conduct Best Practice
Principles for
TWSE/TPEX Listed
Companies and
reasons

of the prevention of unethical behaviors, or
entrust an account to carry out the review?

(V) Does the company organize internal or
external training on a regular basis to maintain
business integrity?

basis.

Special aunts shall be carried out on an unscheduled
basis according to needs and suggestions shall be
provided consequently to ensure the continuous
effective implementation of internal control system.
Audit results shall be reported to the Audit
Committee and the Board of Directors.

(V) In terms of the Company’s internal ethical
management educational training, the Company
announces its principle in connection with ethical
management when conducting educational training
for new employees and asks employees to take part in
corporate governance and ethical management
courses held by the Company from time to time; in
terms of the Company's external ethical management
educational training, the Company promotes its
principle in connection with ethical management to
suppliers, customers or other related institutions and
personnel from time to time to avoid all unethical
business conducts.

No significant
difference

I11. Whistleblowing System

() Does the company have a specific
whistleblowing and reward system stipulated,
a convenient report channel established and a
responsible staff designated to handle the
individual being reported?

(D(@11) We have set up a mailbox on the website as
well as whistleblowing procedures for employees;
there are also suggestion boxes and President’s
mailbox at public areas in the Company. We offer
different channels for employees to solve all types of

No significant
difference

(1) Has the company implemented any standard | V issues to protect their rights and as the same time | No significant
procedures and/or subsequent measures after enhancing ethical conception. We also encourage our | difference
carrying out an investigation or confidentiality employees to report to the chief auditor, managerial
measures for handling reported misconduct? officers or other appropriate personnel when violation

regarding related laws and regulations concerning the
“Code of Ethical Conduct” is found. In the Company,
we keep the whistleblower’s identity and information
strictly confidential.

(1) Has the company taken appropriate measures | V (11 All whistleblowing cases are specially filed with | No significant
to protect the whistle-blower from suffering confidentiality and are handled by dedicated | difference
any consequences of reporting an incident? personnel assigned by the Company, ensuring

whistleblowes’ privacy and protecting them from
improper treatment.

IV. Strengthening of Information Disclosure

() Does the company have the contents of ethical |V We have set up a company website, and we disclose

corporate management and its implementation
disclosed on the website and MOPS?

the execution status of the Company's ethical
management by providing information in our annual
report which can be found on the website and MOPS.

No significant
difference

V. For companies who have established Ethical Corporate Management Best Practice Principles in accordance with the “Ethical Corporate
Management Best Practice Principles for TWSE/GTSM Listed Companies”, please describe the current practice and any deviations from the

code of conduct:

The “Code of Business Conduct” and the “Procedures for Ethical Management and Guidelines for Conduct” were passed by the Board of
Directors meeting held in January 2017; therefore, there is no significant difference.

\%

best-practice principles of the Company in ethical management):
The Company maintains its integrity when coordinating with customers and tries its best to fulfill contract contents. We coordinate and fulfill

all contracts with fairness and integrity.

. Other material information that helps to understand the practice of ethical management of the company (e.g., the review and revision of the

Externally, we ask our suppliers to sign the “Commitment of Corporate Social Responsibility for Suppliers” and the “Integrity Statement”
which include contents of requirements for ethical management and corporate social responsibility.

(V1) The Company’s corporate governance best practice principles and relevant regulations,
the ways through which they are disclosed,
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Major Procedures Methods of disclosure

Corporate Charter (Articles of Incorporation)
Rules of Procedure for Shareholder Meetings
Procedure for the Election of Directors
Rules and Procedures for Board Meetings
Procedures for Handling
Endorsement/Guarantee

Procedures for Loans to Others

Regulations Governing the Acquisition and
Disposal of Assets

Rules Governing the Scope of Powers of
Independent Directors

Regulations Governing Related Party Taiwan Stock Exchange Market Observation
Transactions Post System:

Corporate Governance Best-Practice http://mops.twse.com.tw

Principles In the “Corporate Governance” section
Procedures for Handling Material Inside of the Company’s website:

Information http://www.iteq.com.tw

Code of Ethical Conduct Investor Relations / “Major Procedures”

Procedures for Halt and Resumption
Applications

Code of Business Conduct

Procedures for Ethical Management and
Guidelines for Conduct

Corporate Social Responsibility Best-Practice
Principles

Standard Procedure for Handling Directors’
Demands

Self-Evaluation or Peer Evaluation of the

Board of Directors

(IX)  Other information that facilitates the understanding in the Company’s corporate
governance should be also disclosed:

1. Employees' rights and care to employees:
The Company deepens its understanding of the diversity of the workplace (culture and
gender), formulates the best action plan, and respects the freedom of assembly and
association of workers and the right to negotiate between labor and management. The
Company has also established an employee welfare committee to implement the
pension system, encourage employees to participate in various domestic and overseas
training courses and technical seminars, plan employee group insurance and arrange
regular health checks, emphasize the importance of labor relations, provide equal
employment opportunities, and establish employee communication channels to
encourage employees to communicate directly with management.

2. Investor relations:
The Company has a spokesperson and a deputy spokesperson, and has built a Q&A
section on the Company ’s website (separated contact e-mails for business, finance and
investor affairs, contacts for matter regarding stock agency) as the Company’s external
advocacy or reply to investor questions. If required, the Company may be contacted
through phone or E-mail at any time.

3. Supplier relations:
In order to implement the principles of voluntary carbon reduction of product carbon
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footprint, the Company has started to promote the quality and environmental material
management system many years ago. It has also established good communication
channels with suppliers, conducted relevant certification documents and investigations,
to understand the promotion status and implementation status. The Company extends its
responsibilities to both the upper and lower streams, and requires suppliers to provide
quality products that comply with green environmental protection regulations and
relevant international standards, actively expands the market for the necessary and
important certification applications to jointly create a better enterprise with the
suppliers.

Rights of interested parties:

The company has established "Regulations Governing Related Party Transactions" and
"Procedures for Handling Material Inside Information™ to strengthen the rigor of internal
control. The Company's Directors, Supervisors, Managers and employees may be
informed of the Company's key internal information because of their duty,
responsibility or controlling relationship. They handle Company affairs with the care of
a good administrator, and carry our their business with a high degree of self-discipline
and prudence. They uphold the principles of honesty and credibility, strictly abide by the
relevant regulations of the relevant authorities on the handling, disclosure and
confidentiality of such major information. The Company has implemented the
spokesperson policy and has set up a designated unit to handle material inside
information in aim to improve the relationship between interested parties. Shareholders
have the priority to give suggestions regarding the Company's operating performance.
The Company respects and exerts its utmost to meet the demands of all stakeholders
(shareholders, employees, customers, suppliers, communities).
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5. Status of continuing education of Directors and Supervisors (2019)

Title Name Training date Organizer Course name T[ﬁ)‘ﬂ;gg
Seminar on "Future Development and
Industrial  Merger and  Merger
Chairman Chin-Tsai, Chen Jan. 10,2019 Corpo_rat_e Operation|Opportunities of Taiwan’s .Capltal 3
Association Market - From a Domestic and
Overseas Political and Economic
Situation Perspective”
Taiwan Corporate|Prevention of Money Laundering and
Chairman Chin-Tsai, Chen Jun. 20,2019 Governance Combating the Financing of Terrorism 3
Association and Insider Trading
Fu Cun Construction
. Co., Ltd. Corporate  Operation | Development of Shareholders'
Director Representative: Apr. 18, 2019 Association Meeting and Case Study 3
Mao-Chen, Tsai
Fu Cun Construction
Director Co., Ltd. o Sep. 26, 2019 Corporate ~ Operation Talent_ training and  Succession 3
Representative: Association Planning for Corporate Governance
Mao-Chen, Tsai
Fu Cun Construction
. Co., Ltd. Corporate  Operation | Development of Shareholders'
Director Representative: Apr. 18, 2019 Association Meeting and Case Study 3
Shih-Fang, Cheng
Fu Cun Construction The 2019  Must-Know  New
Director Co., Ltd. o Aug. 13, 2019 Sect_eres and Futures|Regulations and Trends_ of Corporate 3
Representative: Institute Governance for  Directors and
Shih-Fang, Cheng Supervisors
Gemtek Technology
. Co., Ltd. Corporate  Operation| Development of Shareholders'
Director Representative: Apr. 18, 2019 Association Meeting and Case Study 3
Hsi-An, Liao
Gemtek Technology . |Opportunities and Strategies for the
. Co., Ltd. Corporate  Operation . .
Director . Aug. 28, 2019 - Merger of Taiwanese Enterprises 3
Representative: Association -
! : Under the Sino-US Trade War
Hsi-An, Liao
Taiwan Corporate For the Sustainability of Corporate
Director Hsin-Hui, Tsai Feb. 22, 2019 | Governance Governance -  Seminar on Increasing 3
Association Company Long-Term Value
Director Hsin-Hui, Tsai Nov. 21, 2019 Taiwan Securities  fPromotion of Effective Functionality 3
Exchange Corporation |Boards
Independent . Corporate Operation [ Development of Shareholders'
Director Po-Chiao, Chou Apr. 18, 2019 Association Meeting and Case Study 3
. Opportunities and Strategies for the
ImljDei;r)ee;c(i)e;nt Po-Chiao, Chou Aug. 28, 2019 '(A:\gsrggir;ti%nOperatlon Merger of Taiwanese Enterprises 3
Under the Sino-US Trade War
. Opportunities and Strategies for the
IntIdDei;r)ee;c(i)t:nt Hsiu-Tsung, Liang Aug. 28, 2019 /(A:\gsrggir;ti%nOperatlon Merger of Taiwanese Enterprises 3
Under the Sino-US Trade War
Taiwan Corporate .
Inde_pendent Hsiu-Tsung, Liang Dec. 10, 2019 | Governance Company strategy: Past, Present, and 3
Director o Future
Association
The Anti-Tax Avoidance Rules and
Independent Taiwan Corporate Taiwan CRS - The Impact and
DiFr)ector Yu-Chin, Tsai Apr. 16, 2019 [ Governance Response of Foreign Companies From 3
Association the Perspective of Corporate
Governance
. A Study on the Impact of Sino-US
Inde_pendent Yu-Chin, Tsai Aug. 8, 2019 Securities and Futures Trade Disruption on Taiwan's 3
Director Institute -
Corporate Risk
Independent . Corporate Operation [ Development of Shareholders'
Director Hui-Fen, Chan Apr. 18, 2019 Association Meeting and Case Study 8
- Analysis on Economic Substance
Independent Hui-Fen, Chan Aug. 22, 2019 Corpo_rat_e Operation Code of Tax Paradise and 3
Director Association -
Corresponding Measures

Note: The above are compliant to the training hour requirement, training scope and continuing education system, and disclosure required by “Directions

for the Implementation of Continuing Education for Directors and Supervisors of TWSE Listed and TPEXx Listed Companies”
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6. Implementation of risk management policies and risk assessment standards:
(1) Policy of risk management

With the professional techniques and concepts of domestic and foreign risk
assessment, the Company actively implements risk prevention and loss control.
With an effective risk management system and the participation of all employees
in education and training, the Company continues to improve, with the ultimate
goal of achieving zero risk. For other detailed information, please refer to "Risk
Matters" (page 86) in the section "Review and Analysis of the Company's
Financial Position and Financial Performance, and Listing of Risks".

(2) Risk management organization chart

Chairman

_______________ _— I _—_ Chief executive
officer
- Operational and hnical .
Finance Center Internal Audit Legal Affairs Management Technical Service
Division Office Committee Center

For the effectiveness of the Company in the promotion of risk management, the
Company convenes meetings on a regular basis or at any time according to the
nature of each department. The Company holds weekly supervisor meetings and
monthly and quarterly business review meetings to conduct risk assessment,
prevention and loss control analysis. The Company will set the goals and targets
of the analysis and set out improvement plans, which will be submitted to all
units for management review after being reviewed by the top supervisor. The
progress of the implementation is checked and reported to the Board of Directors
on a regular basis .

The responsibilities of the executive unit of risk management are as

follows:
Unit Responsibilities
Chief executive Responsible for the Company's short-, medium- and long-term
officer development strategies, projects, planning and business analysis.

Coordinates product manufacturing and production scheduling planning
control, material supply and demand planning to ensure the stability of
product supply.

Coordinates the procurement of raw materials and production equipment,
import and export bonded business and overall management of Company
personnel, administration, etc., and be responsible for network planning,
operation and maintenance of network quality to reduce network operation
risks.

Responsible for marketing strategy, customer service and product
promotion, and keeps abreast of market trends, provides market and
technical information serving as a reference for future development of new
product development and management strategy in aim to reduce business
operational risks.

Responsible for product quality control and R&D of new products and
materials.

Responsible for the revision and promotion of the internal control and
strengthening the self-checking ability in aim to enhance the function of
internal control.

Responsible for financial scheduling and utilization, the Group's credit risk
Finance Center control, evaluation of new investment cases and strategic planning, and the
establishment of a risk avoidance mechanism to reduce financial risks.
Comply with government regulations, responsible for legal risk

Legal Affairs Office [management, and handle contract and litigation disputes, in aim to reduce
legal risks.

Operational and
Management
Committee

Technical Service
Center

Internal Audit
Division
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Information Security

©)

Risk management unit

Countermeasures

In order to strengthen information security management and ensure
the security of data, system, equipment and network, the Company
has established information security management methods. The
specific measures are as follows:

1. The Company handles information security education training

and promotion, establishes employees' awareness of

information security and strengthens information security
awareness. The Company also formulates audit mechanisms the
system’s login identity verification, password control, access
authorization and vulnerability examination.

The Company sets up multi-level defenses such as IPS and

firewalls, and establishes anti-virus, mail filtering, and mail

auditing control mechanisms to reduce network threats.

3. Application for information equipment’s entry and exit from the
factory, all equipment entering the factory are configured
according to company standard settings, and all equipment are
formatted when leaving the factory to ensure that there is no
doubt about information leakage.

4. Remote back-up has been set up for important services and data
to ensure that services are not interrupted and data is not lost.

President Office
Information Department 2.

7. Implementation of customer policies:
Maintains a stable and good relationship with customers, understands customer needs,
adjusts relevant operating standards according to their needs, and continuous audits and
improvements that meets the customers’ requirements, in aim to ensure that customer
needs are met to create company profits and achieve the goal of a win-win situation.

8. Implement status of the diversity of Board members

The 9 seats of current Board consist of 5 Directors and 4 Independent Directors. They
have rich experience and professionalism in the fields of finance, law, informatics,
industryl technologies, and management. In addition, the Company also pays special
attention to the gender equality of the members of the board of directors, with women
accounting for 44.44% of all directors and men accounting for 55.56% of all directors.
All Directors are of ROC nationality.

Items
Title Name Gender Operational Knowledge | Financial |  Industry . Informatic
and .| Marketing
M of Industry | and Law | Technologies Technology
anagement

Chairman [Chin-Tsai, Chen Male v v v v

Director |Mao-Chen Tsai Male v v v v

Director |Shih-Fang, Cheng | Female v v v v

Director |Hsi-An, Liao Male v v v v

Director |Hsin-Hui, Tsai Female v v v v
Independent Po-Chiao, Chou Male v 4 v v

Director
Independent Hsiu-Tsung, Liang| Male v v v v
Director
Inde_pendent Yu-Chin, Tsai Female v v 4

Director
Independent Hui-Fen, Chan Female v v v

Director
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9.  The purchase of Liability Insurance for

Insured

Insurer

Insured amount

Insured Period

(including directors or key staff
appointed by the company to
external groups)

(Note)
The Company's current Directors
(including natural person
representatives of corporate USD
directors), managers and key staff | Fubon Insurance 15 million Jan. 1, 2019 - Dec. 31, 2019

Note: Per claim and annual aggregate limit.

10. Continuing training regarding Corporate Governance participated by Managers

the Group’s Directors and Supervisors:

(2019)
Title Name Training date Organizer Course name TL%'E:ZQ
For the Sustainability of
C.E.Q. and Hsin-Hui, Tsai Feb. 22, 2019 Taiwan Corporate o Corporate Governapce - 3
President Governance Association |Seminar on Increasing Company
Long-Term Value
C.E.O.and . - . Taiwan Securities Promotion of Effective
President Hsin-Hui, Tsai Nov. 21, 2019 Exchange Corporation Functionality Boards 3
Oct. 21. 2019 Continuing education program for
Chief Financial P Accounting Research and |accounting managers of issuers,
. Jung-Tsan, Chou - Oct. 22, - o . 12
Officer 2019 Development Foundation |securities firms, and securities
exchanges
: Continuing education program for
Diﬁﬂg\gz;er Chen-Hsiu. Yeh Sep. 26, 2019 [Accounting Research and |accounting managers of issuers, 12
Officer ' -Sep. 27, 2019 [ Development Foundation |securities firms, and securities
exchanges
For the Sustainability of
Speu_allst of Yi-Hsing Liu Feb. 22, 2019 Taiwan Corporate o Corporate Governapce - 3
Chairman Governance Association |Seminar on Increasing Company
Long-Term Value
Specialist of . Corporate Operation Development of Shareholders'
Chairman Shih-Fang, Cheng | Apr. 18, 2019 Association Meeting and Case Study 3
The 2019 Must-Know New
Specialist of . Securities and Futures Regulations and Trends of
Chairman Shih-Fang, Cheng | Aug. 13, 2019 Institute Corporate Governance for 3
Directors and Supervisors
The Institute of Internal  [Seminar on Audit Practice of
Chief Auditor |Li-Pao, Hsieh Oct. 01, 2019 |Auditors - Chinese Enterprise Cost and Value 6
Taiwan Creation
The Institute of Internal Theory and Practice of Enterprise
Chief Auditor |Li-Pao, Hsieh Dec. 27, 2019 |Auditors - Chinese heory P 6
. Risk Management
Taiwan
. The Institute of Internal .
Deputy Chief | o \ven, Tsai Dec. 03, 2019 | Audiitors - Chinese Practice and Management of 6
Auditor . Fraud Risk Audit
Taiwan
Deputy Chief The Institute of Internal | Analysis on Potential Fraud
puty Pei-Wen, Tsai Dec. 16, 2019 | Auditors - Chinese Incidents through System Data 6

Auditor

Taiwan

and Network Resources

11.

Implementation of audit and self-check operations

The Company abides by the laws and regulations and establishes a complete internal
control system that has been effectively implemented. The Audit Office implements
and evaluates the effectiveness and compliance of current control systems and
procedures based on internal auditing standards. Its scope includes related operations
of the Company and its subsidiaries. Each unit of the Company also implements good
management responsibilities and regularly conducts self-assessment and improvement
of the internal control system.
The audit operation is carried out in accordance with the audit plan approved by the
Board, and the project audit is performed as needed. Comprehensive execution results
of audit plans and project audits provide management with an understanding of the
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operating status of internal controls and the deficiencies or potential risks in order to
enhance the Company ’s competitiveness, ensure the continuous and effective

implementation of internal control systems, to serve as assessments and amendments
Basis of internal control system.

(X)

Execution status of internal control system

1. Declaration on the Internal Control System: Please refer to Appendix 2 (page 86).
2. If review of the internal control system has been conducted by entrusted CPAs, the CPAs’
review report must be disclosed: None.

(XI) During the most recent FY and as of the printing date of this annual report, did the Company
or its internal personnel receive punishment in accordance with the laws? Did the Company’s
internal personnel receive punishment for violating the requirements of the internal control
system? Please describe any defect found during the same period and its status of

improvement: None.

(XII)

Important resolutions of the Shareholders’ Meeting and Board of Directors’ meetings

during the most recent FY and as of the printing date of this annual report

1. The resolutions of Shareholders’ Meeting on Jun. 13, 2019 and implementations status

thereof:

Important resolutions of the Shareholders’

Meeting

Resolution / Election

Implementation

Proposals

2018 business report and financial statements

Based on the results of the vote, the
number of consents exceeds the statutory
amount and the motion is passed as
proposed.

The announcement of major
information on the day of the
Shareholders’ Meeting was an
important resolution of the
Shareholders’ Meeting and was
disclosed on the Company's website.

I1. Distribution of 2018 earnings

Based on the results of the vote, the
number of consents exceeds the statutory
amount and the motion is passed as
proposed.

The ex-dividend date was set to be Jul.
16, 2019, and the dividend payment
date Aug. 9, 2019. (The distributed
amount of cash dividend was NTD 3.8
per share. )

Matters for Discussions

Partial amendments to the Company's
“Articles of Incorporation”

Based on the results of the vote, the
number of consents exceeds the statutory
amount and the motion is passed as
proposed.

Matters shall be handled in accordance
with the revised version of the “Articles
of Incorporation”. The amendments to
the Articles of Incorporation has been
approved by the MOEA with letter No.
10801077150 dated Jul. 11, 2019.
Relevant information has been
disclosed on the Company website and
MOPS, and matters shall be handled in
accordance with the revised version of
the “Articles of Incorporation”.

Partial amendments to the “Procedures for
Acquisition and Disposal of Assets”

Based on the results of the vote, the
number of consents exceeds the statutory
amount and the motion is passed as
proposed.

Partial amendment of the “Procedures for
Endorsements/Guarantees”

Based on the results of the vote, the
number of consents exceeds the statutory
amount and the motion is passed as
proposed.

. Partial amendment of the “Procedures for

Loaning Funds to Others”

Based on the results of the vote, the
number of consents exceeds the statutory
amount and the motion is passed as
proposed.

The announcement of major
information on the day of the
Shareholders’ Meeting was an
important resolution of the
Shareholders’ Meeting and was
disclosed on the Company's website,
and matters shall be handled in
accordance with the revised version of
Procedures.
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2. Important resolutions by the Board of Directors in the most recent FY and as of the
printing date of this annual report. Details are as follows:
Sessions of
Board and date Important resolutions Implementation
of meetings
1. Approved the proposal for an capital expenditure budget increase for the Jiangxi plant Observe the results of
2. The status of approved endorsement/guarantees and loans to others as of the end of Nov. [resolutions
8th Board 2018, .
. ' |3.  Approved the proposal for the 2019 operational plan and budgets of ITEQ Corp.
4th Meeting . :
Jan. 10. 2019 4. Approved the 2019 capital expenditure budgets of each plant. )
' 5. Approved percentage to be set aside as 2019 remuneration to employees and Directors.
6.  Approved the credit line at various banks.
7. Approved the distribution policies of 2018 annual bonus to management.
1. Approved the 2018 consolidated and individual financial statements. Observe the results of
2. Approved the distribution status of 2018 remuneration to employees and Directors. resolutions The
3. Approved the 2019 Business Report announcement of major
4. Approved the partial amendments to the “Articles of Incorporation” and “Procedures for |information on the day of
Acquisition and Disposal of Assets” the Board Meeting was an
5. Approved the partial amendment to the “Rules and Procedures for Board of Directors important resolution of the
8th Board, Meetings”, “Rules Governing the Scope of Powers of Independent Directors” and Board Meeting and was
5th Meeting “Corporate Governance Best-Practice Principles”. disclosed on the Company's
Mar. 14,2019 |6.  Passed the proposal for 2018 “Assessment of the Effectiveness of the Internal Control website.
System” and “Internal Control Statement”
7. Approved status endorsement/guarantees and loans to others as of the end of Jan. 2019.
8.  Approved the 2018 liability insurance for Directors and Supervisors
9. Approved the credit line at various banks.
10. Approved the date, venue and cause for the 2019 General Shareholders’ Meeting.
11. Approved the distribution of 2018 earnings
1. Approved status endorsement/guarantees and loans to others as of the end of Mar. 2019. |Observe the results of
2. Approved the credit line at various banks. resolutions The
3. Approved the evaluation of the independence and suitability of the CPAs announcement of major
4. Approved the replacement of of CPAs due to internal job rotation of the CPA firm. information on the day of
5. Approved to retain Deloitte & Touche to audit the 2019 financial statements of ITEQ and other the Board Meeting was an
services. important resolution of the
8th Board, |6. Approved the formulation of the Company’s “Procedures for Handling Requests Made by |Board Meeting and was
6th Meeting Directors” disclosed on the Company's
Apr. 19,2019 |7.  Approved the partial amendments to “Procedures for Endorsement/Guarantee”, website.
“Procedures for Endorsement/Guarantee of Subsidiaries and Sub-subsidiaries”,
“Procedures for Loans to Others”, and “Procedures for Loans of Subsidiaries and
Sub-subsidiaries to Others”.
8.  Approved the 2019 capital expenditure budget increase of each plant.
9. Approved the claim for provisional attachment of construction company’s asset to the
court due to construction dispute.
8th Board, [1. Approved the meeting minute and implementation status of the 6™ Meeting of the 8" Observe the results of
7th Meeting Board. resolutions
Jun. 13,2019 |2. Approved the 2019 ex-dividend date determined by the Chairman
1.  Approved status endorsement/guarantees and loans to others as of the end of Jun. 2019. |Observe the results of
2. Approved the credit line at various banks. resolutions The
3. Approved the bonus to senior manager, Tarun Amla. announcement of major
8th Board, (4. Approved the 2019 Capital expenditure of Wuxi Plant. information on the day of
8th Meeting |5.  Approved the 2019 capital expenditure budget increase of each plant. the Board Meeting was an
Jul. 30,2019 (6.  Approved the distribution of 2018 remuneration to managers important resolution of the
7. Approved the election of new chairman as the original Chairman resigned due to health  [Board Meeting and was
issues. disclosed on the Company's
website.
1. Approved the bonus to senior manager, Tarun Amla. Observe the results of
2. Approved the retirement of Vice President, Mao-Sung, Tsai, on Oct. 7, due to health resolutions
issues.
3. Approved status endorsement/guarantees and loans to others as of the end of Sep. 2019.
4. Approved the credit line at various banks.
8th Board 5. Approved the 2020 aud_it plan. ) ) -
oth Meetin’g 6.  Approved the 2019 capital expenditure increase and additional budget of each plant.
o 7. Approved the formulation of “Self-Evaluation or Peer Evaluation of the Board of
ct. 29, 2019 : "
Directors
8.  Partial amendments to “Regulations Governing Authority to Approval” and “Regulations
Governing Capital Expenditure”.
9. Approved the Remuneration to the Company’s Chairman, Chin-Tsai, Chen.
10. Approved the appointment of Mao-Chen Tsai being the Senior Manager, and receiving
the highest remuneration in the Board Office.
1. Approved status endorsement/guarantees and loans to others as of the end of Nov. 2019. |Observe the results of
2. Approved the credit line at various banks. resolutions The
3. Approved the issuance of new shares to increase capital by cash. announcement of major
8th Board, |4. Approved the percentage to be set aside as 2020 remuneration budget to employees and  |information on the day of
10th Meeting Directors the Board Meeting was an
Dec. 20,2019 |5. Approved the proposal for the 2020 operational budgets of ITEQ Corp. important resolution of the
6.  Approved the 2020 capital expenditure budgets of each plant. Board Meeting and was
7. Approved the adjustment to the highest remuneration in the Board Office. disclosed on the Company's
8.  Approved the 2020 audit plan of subsidiary website.
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1. Based on 84.42% of the average price of NT$130.3 in the 5 business days prior to the Observe the results of
base price date, the issue price was set at NT$110. resolutions The
2. Approved the establishment “method of issuing 2020 new shares in connection with a announcement of major
8th Board, cash capital increase for employee stock subscription”. information on the day of
11th Meeting |3.  Approved the allocation of new shares in connection with a cash capital increase for the Board Meeting was an
Feb. 06, 2020 employee stock subscription to participating internal personnel important resolution of the
4. Approved the Jiangxi Plant Phase 11 600,000 investment plan. Board Meeting and was
disclosed on the Company's
website.
1.  Approved status endorsement/guarantees and loans to others as of the end of Jan. 2020. |Observe the results of
2. Approved the credit line at various banks. resolutions The
3. Approved the distribution status of 2019 remuneration to employees and Directors announcement of major
4. Approved the 2019 consolidated and individual financial statements. information on the day of
5. Approved the 2019 Business Report the Board Meeting was an
8th Board, [6. Passed the proposal for 2019 “Assessment of the Effectiveness of the Internal Control|important resolution of the
12th Meeting System” and “Internal Control Statement” Board Meeting and was
Mar. 17,2020 |7.  Approved the partial amendments to the Company's “Articles of Incorporation” and disclosed on the Company's
“Rules of the Management and Use Operation of Official Seals” website.
8.  Approved the 2020 capital expenditure increase and additional budget of each plant.
9.  Approved the date, venue and cause for the 2020 General Shareholders’ Meeting.
10. Approved the continuing contract with senior manager, Chief Technology Officer, Tarun
Amla.
1.  Approved the endorsements and guarantees for other parties, lending till the March of Observe the results of
2020. resolutions The
2. Approved the credit line at various banks. announcement of major
3. Approved the appropriation of 2019 earnings. information on the day of
8th Board, (4. Approved the evaluation of the independence and suitability of the CPAs the Board Meeting was an
13th Meeting |5.  Approved engaging Deloitte to audit the 2019 group financial reports. important resolution of the
May. 05,2020 |6.  Approved the modification of some articles in Rules and Procedures of Board of Board Meeting and was
Directors Meetings, Rules Governing the Scope of Powers of Independent Directors and |disclosed on the Company's
the Audit Committee Charter. website.
7. Approved the 2020 capital expenditure increase and additional budget of each plant.
8.  Approved the corporate governance supervisor position.
(XI1) In the event that any director or supervisor expressed a dissenting opinion regarding any of the

important resolutions adopted at the Board of Directors’ meeting during the most recent FY as
of the date on which the annual report was printed, and that the opinion was recorded or
delivered in writing, please describe its main content: None.

(XIV) Summary of resignation or dismissal of the company’s financial statement related personnel
(incl. chairman, president, accounting manager(s), internal audit manager(s), corporate
governance manager(s) and R&D manager(s)) during the most recent FY as of the printing date
of this annual report:

Title Name Inauguration date | Resignation date Reason for resignation or dismissal
_ Mao-Chen Jun. 13, 2008 Jul. 30, 2019 Re5|gned due to health issues, however,
Chairman Tsai Accession Date Resianed remained as Director and Supreme
g Advisor of ITEQ.
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1V. Disclosure of CPAs’ remuneration

Nam_e Of. Name of CPA Audit period Remarks
Accounting firm
Deloitte & Touche | Cheng-Hsiu, Yang | Po-Jen, Weng | Jan.01, 2019~ Dec.31, 2019

Unit: NTD thousand

Item of professional fees | Audit professional Non-audit
- Total

Amount range fees professional fees
1 | Less than 2,000 thousand 650 650
2 2,000 thousand (incl.) ~ 4,000

thousand (excl.)
3 4,000 thousand (incl.) ~ 6,000 4,500 4,500

thousand (excl.)
4 6,000 thousand (incl.) ~ 8,000

thousand (excl.)
5 8,000 thousand (incl.) ~ 10,000

thousand (excl.)
6 [ Over 10,000 thousand (incl.)

Unit: NTD thousand
Name of Audit Non-audit professional fees .
- - - - CPA auditing
Accounting Name of CPA professional|Policy| License |Human Other |subtotal eriod Remarks
firm fees design |registration|resource P
Deloitte & |Cheng-Hsiu,| Po-Jen, Jan.01, 2019~ |Transfer pricing,
Touche Yang Weng 4,500 650 650 | Dec.31, 2019 Group's Master File

Note 1: The Company has no matters stated in Paragraph 4 Article 10 of the Regulations Governing Information to be
Published in Annual Reports of Public Companies:

(1) In the event that the accounting firm has been changed and that the amount of audit professional fees
paid during the FY when the change occurs is lower than that paid during the previous FY, the amounts
decreased and percentage of decrease must be disclosed.
(2) In the event the amount of audit professional fees is reduced by at least 15% in comparison with the
previous FY, the amount, percentage and reasons of reduction must be disclosed.

V.

Information of CPA:

() On the predecessor CPAs

Date of CPA replacement

Since Q1 2019

Reasons and description of replacement

The replacement of the the Company’s CPAs since Q1
2019 was due to internal adjustment.

The commissioner or CPA terminates or declines the commission

Participants
CPA Commissioner

Status
Commission was
terminated on his/her N/A N/A
initiative
(Extensm_m of) Commission N/A N/A
was declined

Opinions and reasons for audit reports issued during the most
recent two years, excluding those issued without reservations

N/A

None

Accounting principles or

regulations should be disclosed)

practice
_ _ o ) _ None Disclosure of financial
Any differences in opinions with the issuers? reports
None Scope or steps of audits
None Others
Other matters for disclosure
(Matters covered in item 1-4, subparagraph 5, Article 10 of the None
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(I1) On the successor CPAS

Accounting firm

Deloitte & Touche

Name of CPA

Cheng-Hsiu, Yang and Po-Jen, Weng

Date of commissioning

Since Q1 2019

Matters regarding which the successor
CPAs were consulted,
related to the accounting treatment or
accounting principles of specific
transactions; matters regarding which the
successor CPAs were consulted, and
which were related to the opinions that
might be issued on financial reports;
results of these matters.

and which were

N/A

Written disagreements from the
succeeding auditor against the opinions
made by the former CPA

N/A

(1) Letters of reply from the predecessor CPAs concerning item 1, and 2-3,

subparagraph 5, article 10 of the regulations: N/A.

VI.

The company’s chairman, president, or financial/accounting manager served in

the CPAS’ firm(s) or any affiliate during the most recent year: None.

VII.

Stake of More than 10 Percent

Any Transfer of Equity Interests and/or Pledge of or Change in Equity
Interests by a Director, Supervisor, Managerial Officer, or Shareholder with a

(I) Share changes by directors, supervisors, managers, and major shareholders
Unit: shares

2019 As of Apr. 18, 2020
No. of No. of . No. of
increase increase No. of increase increase
Title Name
(decrease) of | (decrease) (gﬁg:ggsﬁglgf (decrease)
shares held | of shares of shares
pledged pledged
Chairman  |Chin-Tsai, Chen (Note 1) 0 0 99,419 0
EJdCun Construction Co., 0 0 0 0
Director Rep;resentative'
Mao-Chen, Tsai (Note 2) 5,000 0] (20,000,000) 0
EltJdCun Construction Co., 0 0 0 0
Director Rep;resentative'
Shih-Fang Chéng (149,000) 0 10,807 0
Etefjmtek Technology Co., (860,000) 0 0 0
Director Representative: Hsi-An,
. 0 0 0 0
Liao
Director Hsin-Hui, Tsai (327,000) 0 37,113 0
Independent |5, piao, Chou 0 0 158 0
Director

48




2019 As of Apr. 18, 2020

No. of No. of . No. of
. . No. of increase| .
Title Name increase increase increase

(decrease) of | (decrease) (decrease) of (decrease)
shares held
shares held | of shares of shares

pledged pledged

Independent
Director
Independent
Director
Independent
Director
Chief
executive
officer and
President
CTO and N.
America Vice [Tarun Amla 0 0 0 0
Presicent
Taiwan Plant
and Asia
Pacific OEM
President
Dongguan
Plant Chien-Lung, Ho 0 0 80,000 0
President
Wuxi Plant
President
Guangzhou
Plant Vice Cheng-Hsin, Chen (18,000) 0 65,000 0
President
Chief
Financial Jung-Tsan, Chou (15,000) 0 53,078 0
Officer
Vice Yuan-Hung, Chen (Note
President 4)
Source: Based on the information on the most recent day (Apr. 18, 2020) the transfer of share was suspended.
Note 1: Chin-Tsai, Chen assumed the position of the Company’s Director on Jul. 30, 2019.
Note 2: Mao-Chen Tsai resigned the position of Chairman on Jul. 30, 2019.
Note 3: Vice President, Mao-Sung, Tsali, retired on Dec. 6, 2019. Change in shareholdings is calculated as of that
date.
Note 4: Vice President, Yuan-Hung, Chen, had a change of position on Apr. 6, 2020. Change in shareholdings is
calculated as of the date of resignation.

Hsiu-Tsung, Liang 0 0 0 0

Yu-Chin, Tsai 0 0 0 0

Hui-Fen, Chan 0 0 475 0

Hsin-Hui, Tsai (327,000) 0 37,113 0

Mao-Sung, Tsai (Note 3) (77,000) 0 N/A N/A

Wei-Kuang, Chu 0 0 99,485 0

0 0 0 0

(1) Information on shares transfer: None.
(1) Information on equity pledge: None.
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VIIIl. Relationship among the Company's 10 Largest Shareholders
Date: Apr. 18, 2020
Disclosure of
names and
relationships
between the top
ten shareholders
including spouses,
. Shares held by spouse or Shares held in the name of 2nd tier relatives
Shares held in own name . 4 or closer, or the
. minor children others . .
Serial N relationships R K
No. ame required in emarks
Taiwanese
Financial
Accounting
Standard Board
Statement NO.6.
Shareholding Shareholding Shareholding Name
Quantity ratio (%) Quantity ratio (%) Quantity ratio (%) (or Relation
name)
Fu Cun
Construction Co.,
Ltd. 30,215,038 9.07 N/A N/A N/A N/A
Representative:
1 | Mao-Chen, Tsai Note Note
Representative:
Mao-Chen, Tsai 7,387,837 222 0 0 0 0
WIN
Semiconductors 28,624,011 8.60 N/A N/A N/A N/A None None
2 Corp.
Responsible
person: Chin-Tsai, 1,354,419 0.41 0 0 0 0 [ None None
Chen
3 | New Labor 25,908,100 78| NA NIA NIA N/A None | None
Pension Fund
Tian He Corp. 25,014,465 751 N/A N/A N/A N/A None None
4 Responsible
person: Yu-Wen, 1,354,419 0.41 The information cannot be obtained.
Chen
entang Industrial | ») g6 507 681 | NA N/A N/A N/A
5 Note Note
Representative:
Mao-Chen, Tsai 7,387,837 222 0 0 0 0
6 | QudlaborPension | 510,759 2.65 NIA NIA NIA N/A None | None
7 Mao-Chen Tsai 7,387,837 222 0 0 0 0 | Note Note
8 Jan-Yi Tsai 6,254,823 1.88 The information cannot be obtained.
JPMorgan Chase
Bank N.A., Taipei
Branch in custody
9 for Vanguard Total 5,771,029 1.73 N/A N/A N/A N/A None None
International Stock
Index
JPMorgan hosting
Sanskrit Vanguard
10 Emerging Markets 4,825,445 1.45 N/A N/A N/A N/A None None
Equity Index Fund
Account

Note: Mr. John Tsai is the owner of Fu Cun Construction Co. and TenTang Industrial Co., and all of them are the three of the 10 largest

shareholders.
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IX.  The shareholders of the Company, the Company’s directors, managers, and the
business entity directly or indirectly controlled by the Company on the same
invested company and also, the consolidated comprehensive shareholding ratio

Mar. 31, 2020 Unit: Share; %

Holding of directors,
) managers and enterprises .
Company’s investment . o Total investment
1 directly or indirectly 1)+Q)
Investee controlled by the company
@)
Quantity Shareholding Quantity Shareholding Quantity Shareholding
ratio (%) ratio (%) ratio (%)

1B)ang Mao Investments Corporation (Note 7,000 100 0 0 7,000 100
ITEQ International Ltd. (Note 1) 18,500 100 0 0 18,500 100
ITEQ Holding Ltd. (Cayman Islands) 18,500 100 0 0 18,500 100
Ever Smart International Corporation Ltd. 10,750 100 0 0 10,750 100
International Partners Ltd. 500 100 0 0 500 100
Inspire Investments Ltd. 1,000 100 0 0 1,000 100
Eagle Great Investments Ltd. 8,499 100 0 0 8,499 100
ITEQ (Hong Kong) 24,200 100 0 0 24,200 100
ITEQ DG — 100 — 0 — 100
ITEQ WUXI — 100 — 0 — 100
Maocheng Electronic Technology B 100 B 0 B 100
(Dongguan) Co., Ltd.,
II_‘It'(IjEQ GZ Electronics Technology Co., B 100 B 0 B 100
II_‘It'(IjEQ JX Electronics Technology Co., B 100 B 0 B 100

Note 1: The above are the Company’s long-term investments in stocks
Note 2: Shining Era has completed dissolution, liquidation and cancellation of company registration in Oct. 2019.
Note 3: Mega Crown Holdings Ltd. has completed dissolution, liquidation and cancellation of company registration in Oct. 2019.
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V. Capital Overview
Capital and Shares

(I) Source of capital stock

1.  Source of capital

Unit: share / NTD; As of Apr. 18, 2020

Authorized capital stock Paid-in capital stock Remarks
Year / Issuing price Property other
month (NT$) Number of Monetary Number of Monetary Source of caital than cash as Other
shares (shares)| amount (NTD) |shares (shares) | amount (NTD) P substitute for
share price
1997.04/10 50,000,000 |500,000,000  [22,000,000  |220,000,000  |Registered capital None .
1997.08|15 50,000,000  |500,000,000  |32,000,000  |320,000,000 ';:S‘:]ance of 10,000,000 shares for | o Note 1
1999.04|15 50,000,000  |500,000,000  |45,000,000  |450,000,000 ';:S‘;]ance of 13,000,000 shares for | o Note 2
Capital increase Issuance of 10,000,000 shares for
by cash of NTD cash
2001.0315; Capitalization |70,000,000 700,000,000 62,450,000 624,500,000 Retained earnings and capital None Note 3
of earnings of surplus transferred to capital
NTD10. 7,450,000 shares
2001.09|10 74000000  |740,000,000  |71,144,000 |711,440000 |Retained eamingsand capital |\ Note 4
surplus 8,694,000 shares
2002.03(10 100,000,000 |1,000,000,000 [81,144,000  |811,440,000 ';:S‘;]ance of 10,000,000 shares for |\ Note 5
Retained earnings transferred to
2003.10|10 100000000 |1,000,000,000 (83578320 (835783200 |CEEA IO S None Note 6
2004.02|10 125,000,000 |1,250,000,000 |102,530,572 |1,025.305,720 |COnverted from bonds None -
18,952,252 shares
2004.03(18 125,000,000 |1,250,000,000 |112,530,572 |1,125,305,720 E:S‘;ance of 10,000,000 shares for | o Note 7
2004.04{10 125,000,000 |1,250,000,000 |112,625,810 |1,126,258,100 ;%ngrted from bonds 95,238 |\ ;
2004.09(10 184,000,000 |1,840,000,000 |126,071,779 |1,260,717,790 |Retained eamings transferred to | o Note 8
capital 13,445,969 shares
2004.10|10 184,000,000 |1,840,000,000 |146,276,224 |1,462,762,240 |COnVerted from bonds None .
20,204,445 shares
2005.02(10 184,000,000 |1,840,000,000 |151,796,636 |1,517,966,360 gg;;’:”ed from bonds 5,520,412 1, ;
2005.05(10 184,000,000 |1,840,000,000 |153,451,599 |1,534,515,990 ;‘;r;‘e’g”ed from bonds 1,654,963 |6 ;
2005.0810 248,000,000 |2,480,000,000 153,521,773 |1,535,217,730 ;‘;r;‘e’g”ed from bonds 70174 16 ;
2005.08|14.5 248,000,000 |2,480,000,000 |161,521,773 |1,615,217,730 ::;ssfnce of 8,000,000 shares for | Note 9
Retained earnings transferred to
2005.10|10 248000000 |2480,000,000 |182931302 |1829.313,020 |o=iA SIeRal S None Note 10
Converted from bonds 518,560
shares
2005.12|10 248000000 (2480000000 |184580862 [1845.898,620 |[®h oo None -
subscription 1,140,000 shares
Converted from bonds 5,895,574
2006.03|10 248,000,000 |2,480,000000 |191465436 |1,914,654,360 |°1ar€S None .
Converted employee share
subscription 980,000 shares
Converted from bonds 1,849,997
2006.05(10 248,000,000 |2,480,000,000 |193,505433 |1,035054,330 |SNares None .
Converted employee share
subscription 190,000 shares
Converted from bonds 5,119,826
2006.00(10 248,000,000 |2,480,000000 |221,045111 [2.210.451,110 |S1ares . None Note 11
Retained earnings transferred to
capital 22,419,852 shares

52




Authorized capital stock

Paid-in capital stock

Remarks

Year / Issuing price Property other
month (NT$) Number of Monetary Number of Monetary Source of caital than cash as Other
shares (shares)| amount (NTD) |shares (shares) | amount (NTD) P substitute for
share price
Converted from bonds 205,878
- shares
Capital increase Converted employee share
2006.11 [by cash NTD 21 |300,000,000 {3,000,000,000 (233,440,989 |2,334,409,890 L proy! None Note 12
subscription 190,000 shares
Others NTD 10 e
Capital increase by cash
12,000,000 shares
2007.04(10 300,000,000 |3,000,000000 [234340,089 |2,343409,890 |COnverted employee share None -
subscription 900,000 shares
2007.07|10 300,000,000 |3,000,000000 |234580,089 |2,345809,890 |COnverted employee share None -
subscription 240,000 shares
Converted from bonds 4,337,684
2007.1010 350,000,000 |3,500,000,000 |[274,849,041 |2,748,499,410 |ShES , None Note 13
Retained earnings transferred to
capital 35,931,268 shares
Converted from bonds 48,240
2007.12|10 350,000,000 |3,500,000,000 |[275718181 |2,757,181,810 | None -
Converted employee share
subscription 820,000 shares
Converted employee share
2008.02(10 350,000,000 |3,500,000,000 |272,023,181 |2,720,231,810 |Subscription 877,500 shares None ;
Retirement of treasury stock
4,000,000 shares
2008.05(10 350,000,000 |3,500,000,000 |272.258181 |2,722,581,810 |Converted employee share None -
subscription 235,000 shares
2008.10[10 350,000,000 |3,500,000,000 [294,679,317 |2,.946,793,170 |Retained eamings transferred to |y Note 14
capital 22,421,136 shares
2009.04|10 350,000,000 |3,500,000,000 |286,679,317 |2,866,793,170 |Retirement of treasury stock -y ;
8,000,000 shares
2011.04|10 350,000,000 |3500,000,000 (286,678,693 |2866,786,930 | Feurerment of treasury stock 624 1y -
2011.09|10 350,000,000 |3,500,000,000 |302,877,471 |3,028,774,720 |Retained eamings transferred to .o Note 15
capital 16,198,778 shares
Retained earnings transferred to
2012.09(10 350,000,000 |3,500,000,000 |332,365,218 (3,323,652,180 capital 29,487,747 shares None Note 16
2012.12(10 400,000,000 (4,000,000,000 (332,365,218 |3,323,652,180 |Authorized capital increase None -
2014.00(10 400,000,000 |4,000,000,000 |327,365218 |3,273,652,180 |~eurement of reasury stock 00 -
5,000,000 shares
2015.01(10 400,000,000 |4,000,000,000 |317,957,218 |3,179,572,180 |etirement of reasury stock 00 -
9,408,000 shares
Retirement of treasury stock
2015.07(10 400,000,000 |4,000,000,000 |312,957,218 (3,129,572,180 5,000,000 shares None -
Retirement of treasury stock
2015.11(10 400,000,000 |4,000,000,000 |307,957,218 (3,079,572,180 5,000,000 shares None -
2016.03(10 400,000,000 |4,000,000,000 [302,957,218 [3,020,572,180 |etirement of treasury stock 50 -
5,000,000 shares
2019.08(10 500,000,000 |5,000,000,000 |302,957,218 |3,029,572,180 [Authorized capital increase None -
2020.04[110 500,000,000 [5,000,000,000 |332,957,218 |3,329,572,180 |C2pital increase by cash None Note 17
30,000,000 shares
Note 1:  Effective upon Tai-Cai-Zheng-(1) Letter No. 76179 dated 1997 from Securities Exchange Commission of the MOF
Note 2:  Effective upon Tai-Cai-Zheng-(1) Letter No. 32318 dated Apr. 12, 1999 from Securities Exchange Commission of the MOF
Note 3:  Effective upon Tai-Cai-Zheng-(1) Letter No. 88295 dated Oct. 26, 2000 from Securities Exchange Commission of the MOF
Extension of capital increase by cash was approved and effective upon Tai-Cai-Zheng-(1) Letter No. 105835 dated Feb. 5, 2001 from Securities
Exchange Commission of the MOF
Note 4:  Effective upon Tai-Cai-Zheng-(1) Letter No. 150371 dated Aug. 8, 2001 from Securities Exchange Commission of the MOF
Note 5:  Effective upon Tai-Cai-Zheng-(1) Letter No. 180171 dated Jan. 9, 2002 from Securities Exchange Commission of the MOF
Note 6:  Effective upon Tai-Cai-Zheng-(1) Letter No. 0920134252 dated Jul. 29, 2003 from Securities Exchange Commission of the MOF
Note 7:  Effective upon Tai-Cai-Zheng-(1) Letter No. 0920154649 dated Nov. 25, 2003 from Securities Exchange Commission of the MOF
Change of issue prove was approved and effective upon Tai-Cai-Zheng-(1) Letter No. 0920158101 dated Dec. 11, 2003 from Securities Exchange
Commission of the MOF
Note 8:  Effective upon Jin-Guan-Zheng-VYi-Zi Letter No. 0930132397 dated Jul. 21, 2004 from FSC
Note 9:  Effective upon Jin-Guan-Zheng-Yi-Zi Letter No. 0940117501 dated May 20, 2005 from FSC

Note 10: Effective upon Jin-Guan-Zheng-Yi-Zi Letter No. 0940131480 dated Aug. 2, 2005 from FSC
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Note 11:
Note 12:
Note 13:
Note 14:
Note 15:
Note 16:
Note 17:

Effective upon Jin-Guan-Zheng-Yi-Zi Letter No. 0950128058 dated Jul. 3, 2006 from FSC

Effective upon Jin-Guan-Zheng-Yi-Zi Letter No. 0950130656 dated Jul. 21, 2006 from FSC
Effective upon Jin-Guan-Zheng-Yi-Zi Letter No. 0960036403 dated Jul. 13, 2007 from FSC
Effective upon Jin-Guan-Zheng-Yi-Zi Letter No. 0970032597 dated Jul. 4, 2008 from FSC

Effective upon Jin-Guan-Zheng-Yi-Zi Letter No. 1000032827 dated Jul. 14, 2011 from FSC
Effective upon Jin-Guan-Zheng-Yi-Zi Letter No. 1010032361 dated Jul. 20, 2012 from FSC
The Financial Supervisory Commission R.O.C. Jing Guang Zheng Tzu No. 1080342357 was effectively registered on January 16, 2020.

2. Share category

Unit: shares As of Apr. 18, 2020
Authorized Stock (TWSE listed)
Share category Remarks
Outstanding shares Unissued shares Total
ggg:ftemd common 332,957,218 167,042,782 500,000,000 Note 1
Note 1: Authorized stock includes 5,000,000 shares for employee subscription.
3. Regulation regarding self-registration: N/A
(11) Shareholder Structure
Apr. 18, 2020
Foreign
Shareholder) 5overnment | Financial _ Other institutions .
tructure N juridical - Individual Total
Quantity agency institution ersons and foreign
P persons
No. of 5 145 248 221 27,248 27,867
person(s)
';‘:I-df’f SNares | 41656,044| 47,779,216| 118,757,436 47,083.448| 77.481,074| 332,957,218
Shareholding 12,51 14.35 35.67 14.20 23.27 100
ratio (%)

(1) Status of ownership distribution
1. Ordinary share

Par value of NTD 10 NTD / Apr. 18, 2020

Level of holding Shareholders No. of shares held Shareholding ratio (%)
1~ 999 15,770 1,492,130 0.45
1,000 ~ 5,000 9,918 17,199,402 5.17
5,001 ~ 10,000 963 7,108,141 2.14
10,001 ~ 15,000 317 3,896,771 1.17
15,001 ~ 20,000 171 3,070,682 0.92
20,001 ~ 30,000 171 4,276,337 1.28
30,001 ~ 40,000 95 3,312,610 1.00
40,001 ~ 50,000 54 2,476,432 0.74
50,001 ~ 100,000 158 11,161,019 3.35
100,001 ~ 200,000 93 13,854,113 4.16
200,001 ~ 400,000 59 16,566,235 4,98
400,001 ~ 600,000 29 14,368,646 4.32
600,001 ~ 800,000 19 13,537,606 4.07
800,001 ~ 1,000,000 16 14,345,696 4.30
> 1,000,001 34 206,291,398 61.95
Total 27,867 332,957,218 100.00

2. Preferred share
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(IV) Major shareholders

Apr. 18, 2020

Shares

i i 0,
Name of major shareholder No. of shares held (shares) |Shareholding ratio (%)

Fu Cun Construction Co. 30,215,038 9.07
Win Semiconductor Co., Ltd. 28,624,011 8.60
New Labor Pension Fund 25,908,100 7.78
Tian He Xing Ye Corp. 25,014,465 751
TenTang Industrial Co. 22,686,507 6.81
Old labor Pension Fund 8,810,759 2.65
Mao-Chen Tsai 7,387,837 222
Jan-Yi Tsai 6,254,823 1.88

JPMorgan Chase Bank N.A., Taipei Branch in custody for Vanguard
Total International Stock Index

JPMorgan hosting Sanskrit Vanguard Emerging Markets Equity Index
Fund Account

5,771,029 1.73

4,825,445 1.45

(V) Information on the market price, net value, earnings, and dividend per share in the recent

two years
Unit: NTD
ean 2018 2019 As of Mar. 31, 2020
Items

ighest 79.00 170.50 156.50
Market  Jowest 36.05 48.10 108.00

price per
share  |Average 62.59 125.70 135.12
Net value  Before dividend distribution 26.38 29.46 37.72
per share  [After dividend distribution 20.95 (Note 1) -

leighted average shares
Earmings _ (thousand shares) 302,957 302,957 303,287
per share  [Earnings per [Before adjustment 5.86 8.13 1.24
share After adjustment 5.86 (Note 1) -
Cash dividends 3.80 5.0 (Note 1) -
Stock Reta'ined } ) )
DPS " lgividends ~ |emings

Capital reserve - - -
IAccumulated unpaid dividend - - -
PE (Note 2) 10.68 15.46 (Note 1) -
ROl analysis PD (Note 3) 16.47 25.14 (Note 1) -
Cash dividend yield (%) (Note 4) 6.07 3.98 (Note 1) -

(Vi)

Note 1: Resolved at the 2020 General Shareholders’ Meeting

Note 2: Price/Earnings ratio = Yearly average closing price / Earnings per share.

Note 3: PD = Average closing price per share of the current year / cash dividend per share.

Note 4: Cash dividend yield = Cash dividend per share / average closing price per share of the current year.

Dividend policy of the company and implementation status

1. Dividend policy

According to the Company's Article of Incorporation, if there is any net profit in the annual
final settlement, besides payment of income tax for profit-making enterprises and setting-off
accumulated loss from previous years, the Company shall set aside 10% as legal reserve, and
appropriate (reversal) of special reserve. If there is still surplus, it will be distributed as follows: (1)
No less than 2% as remuneration to employees. (2) No higher than 2% as remuneration to
Directors. (3) Besides the amount of appropriated to retained earnings, the remaining is
shareholder dividends, and the Board shall propose this matter along with undistributed earnings
of the previous years to the Shareholders’ Meeting for resolution. The distribution proportion of
the aforementioned matters may be adjusted through Shareholders’ Meeting’s approval.

For the sustainable operation, the Company has adopted a dividend balance policy in
consideration of long-term financial planning and capital needs. For the distribution of dividends,
the Board of Directors shall prepare a earnings distribution plan according to the Company's
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capital needs, provided that no less than 50% of the accumulated distributable earnings shall be
distributed as dividends, and 20% of the dividends shall be distributed in form of cash. However,
when the Company has more earnings or sufficient funds, the percentage of cash dividend may be
increased according to the status of earnings.

Dividend distribution in the most recent 3 years:

Year Cash dividends Ex-dividend day Dividend payment day
per share

2016 2.50 Jul. 3, 2017 Aug. 4, 2017

2017 3.10 Jul. 18, 2018 Aug. 9, 2018

2018 3.80 Jul. 10, 2019 Aug. 9, 2019

2. Dividend distribution proposed at the current shareholders’ meeting

Unit: NTD
Ex-dividend day Cash dividend to Remuneration to Cash_
Year resolved by the . remuneration to
. shareholders Directors
Board Meeting employees
1,664,786,090
2019 May 5, 2020 (Dividend of NTD 27,260,528 136,302,642
5.00 per share)

Note: The dividend payout ratio is calculated based on the total outstanding shares of 332,957,218 shares as
of May 5, 2020. Matters shall be handled accordingly after the Shareholder’s Meeting resolution on
Jun. 16, 2020.

3. Description of any material changes in the expected dividend policy: No major changes to
dividend policy are expected.
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(VI The influence of the bonus shares issuance proposed at the current shareholders’ meeting

on the operation performance and EPS of the Company:

Item / Year 2020 (Estimate)
Beginning paid-in capital NTD 3,329,572
’ o P thousand

Cash dividends per share NTD 5.00 (Note 1)
Retained earnings transferred to capital, share dividend per share 0
Capital surplus transferred to capital, share dividend per share 0
Operating profit

Rate of increase (decrease) in operating profit compared to the
same period in the previous year

Income after taxation

Rate of increase (decrease) in income after tax compared to the
same period in the previous year

Earnings per share

Rate of increase (decrease) in EPS compared to the same period in
the previous year

Annualized rate of return (reciprocal of P/E ratio)

Pro forma EPS

Pro forma annual average
return on investment

Pro forma EPS

Pro forma annual average
return on investment

Pro forma EPS

Distribution of share
and cash dividend

Change in operation
performance

Note 2

If earnings transferred to capital
were distributed as cash dividends,

Pro forma EPS and P/E |If capital surplus is not transferred
ratio to capital

If capital surplus is not recognized

and earnings transferred to capital  |Pro forma annual average

were distributed as cash dividends  [return on investment

Note 1: On May 5, 2020, the Board of Directors passed the 2019 distribution of retained earnings (the allotment and
dividend ratio are based on the Company's outstanding shares as of May 5, 2020), but have not yet been
resolved by the Shareholders’ Meeting.

Note 2: According to the “Regulations Governing the Publication of Financial Forecasting of Public Companies”, the
Company did not disclose financial forecasting in complete form thereby not required for disclosure of
financial forecast in 2020.

(VIII)
1. Percentage and range of remuneration to employees and Directors: Please refer to (6).

Remuneration to employees and Directors

2. The standard of accruing employee compensation and remuneration of the Board of
Directors and Supervisors, the standard of distributing employees' compensation in the form
of stock bonus, and the accounting treatment of difference between the actual distribution
amount and the accrued amount:

Accounting treatment in case of
difference between actual amount
and estimates

When there is a significant
change in the amount resolved by
the Board, the original
appropriated amount shall be
altered according to the
difference. If there is another

basis for estimating

Basis for estimation .
remuneration to employees

Pursuant to Article 27 of the Articles of
Incorporation, the Company set side no less than
2% and no higher than 2% of employee and
director remuneration respectively from the net
profit before tax minus the amount of distributed
employee and director remuneration of the

It is proposed by the Board
of Directors that shares will
not be distributed to

employees as remuneration.

current year. 2019 remuneration to employees
and Directors are estimated to be 5% and 1% of
the aforementioned income before tax. This
amount has been resolved by the Board Meeting
on Mar. 17, 2020 to be distributed in cash.

change in the amount at the
resolution of the Shareholders’
Meeting, the difference will be
treated according to the changes
in accounting estimates and
adjusted and accounted for in the
year of the shareholders'
resolution.
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3. Information on the resolved proposal of remuneration to employees by the Board

Unit: NTD
Proposed remuneration to
Remuneration to employees be distributed to EPS if the
Ex-dividend employees Proposed
Year day resolved |Remuneration to Asa Asa remuneration
by the Board Directors percentage were distributed
Meeti Amount of cash Amount of share percentage of
eeting remuneration (a)  |remuneration (b) of net the total to the employees
income - and Directors
remuneration
after tax
2019|Mar. 17, 2020 27,260,528 136,302,642 0 0.00 0.00 8.13

Note: There is no difference between the proposed amount of remuneration to employees and directors
resolved by the Board of Directors and the estimated amount recognized as expense of the fiscal year.

4. Actual allocation of remuneration to employees, directors and supervisors in the previous

year
Unit: NTD
Resol;t(;(;? dOf the Resolution of the Shareholders’ Meeting Discrepancies,
Item Converted to | Dilution ratio reasons and
Amount Amount treatments
shares (%)
Remuneration to employees (cash) 82,103,000 82,103,000 - - None
Remuneration to Directors (cash) 28,786,032 28,786,032 - - None
Total 110,889,032 110,889,032 - - None

(IX) Buy-back of the Company's shares by the company: None.

58



Il.  Corporate Bonds: None.

1. Preference Shares: None.

IV. Global Depositary Shares: None.
V.  Employee Stock Options: None.

VI. Status of New Shares Issuance in Connection with Mergers or Acquisitions:
None.

VIIl. Financing Plans and Execution: Not applicable since the issuance of common stock for
cash had already finished in 20109.

VIII. New Restricted Employee Shares: None.
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V. Operational Highlights

Business Activities
(I) Business scope

1. Main business activities
Manufacture, processing and trading of copper clad laminate (CCL), prepreg and mass
lamination, metal core PCB, flexible CCLs.

2. 2019 Proportion of each product to total business amount (Group)
Unit: NTD thousand

2019
Proportion to
Products Amount total business
amount (%)
(Pé)ll;)/propylene Prepreg 6,430,767 27.03
Copper Clad Laminate 16,639,298 69.94
(CCL)
Mass Lamination (MLB) 600,430 2.52
Others 120,820 0.51
Total 23,791,315 100.00

3. Company’s (Group’s) current product portfolio

(1) Copper Clad Laminate

(2) Prepreg

(3) Flexible Copper Clad Laminate
(4) Mass Lamination

(5) Others

4. New products planned to be developed
(1) Antenna laminate for wireless microwave communication applications
(2) Radar laminate for millimeter wave applications
(3) Ultra-low signal transmission loss laminate for ultra-high transmission applications
(4) Halogen-free laminates for high-end smartphones
(5) On-board high voltage metal laminate
(6) High dielectric transmission and low loss laminate
(7) Low dielectric and high thermal conductivity laminate
(8) Coating method LCP soft board material
(9) Low-loss fluorine-containing flexible board material
(10) Coating method low-loss MPI soft board material
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(1) Industry overview and development
1. Current industry status
Global PCB industry

Year 2018 2019 (e) 2020 (f) 2021 (f) 2022 (f)
Production

va!ug (USD 62,396 60,705 62,444 67,978 71,550
Million)

g}g&ﬁ rate 6.0% -1.7% 2.9% 8.9% 5.3%

Source: Prismark (2019/0ct)

In 2019, the demand for automobiles and consumer electronics is declining, the growth of
mobile phone sales is stagnant, and the performance of soft boards is unsatisfactory.
Although the deployment of 5G infrastructure has supported the growth of the PCB
industry, many adverse factors have led Prismark to estimates that the global PCB will
decline slightly by 1.7% in 2019. For the current year (2020), Prismark is optimistic that the
overall demand for 5G peripheral products will rise, various high-frequency / high-speed
products will increase, and it is estimated that the global PCB industry will have positive
growth,

In countering the impact of US China trade war and COVID-19 epidemic, the future
industrial trend will be intelligence/unmanned factory, enhancing the employee’s
productivity and the capability to optimize the process. Emphasizing environmental and
security awareness and continuous employee training are the only ways to achieve highest
quality.

2. Industry development

Known as the mother of electronic products, "PCB" is one of the important parts of
electronic products. It connects all electronic parts and directly affects the overall
dependence and performance of products.

PCB is the most indispensable key component of all electronic products, and the majority
of supply chain has been shifting to China. China now is the world's main PCB production
bass, accounting for 52% of the global PCB output value in 2018 from 31% in 2008. It is
estimated that the China output value in 2023 will reach 55%.

In recent years, the requirement for environmental protection is getting stricter, causing
great challenge to the pollution prevention measures in PCB industry. The Chinese
government are actively practicing any kinds of environmental protection policies,
decreasing the survival chance of small factories, and those who cannot adapt to this
revolution will be eliminated. Meanwhile, the large PCB factories build up perfect pollution
treatment equipment and management system. They also upgrade the production techniques
and the product grade to offset the pressure of the increasing costs. It benefits the
circulation of the PCB industry in the long term.

China is in the leading position in 5G network. The demand for materials is increasing.
ITEQ Corp’s early mover position has become effective, the Company now is in product
qualification and also mass production shipment with ODMs and OEMs from western
countries and other non-China due to past experience.

5G requires the design of combining wireless antenna and wired high-speed computing
function, thus increase the difficulty of PCB manufacturing. It is also a great challenge for
PCB factory to use compound materials. The Company’s various experiences in the aspect
provide convenience of usage for PCB factories. Along with the fast growth of the data
center and the development of new processor chip of new generation server and switch,
market expects higher level materials as well. ITEQ also provides new products to corporate
in due course for design test.
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3. Association between upstream, midstream, and downstream industry participants

e

. . E Upstream
Phenolic resin J Insulating J Copper foil J Fiberglass yarnJ Poly resin J Polyester resin J
paper

l l “ J
Film Fiberglass cloth [
Midstream
Paper Single-sided PCB Double-sided PCB Rigid Copper Clad Flexible Copper Clad |
Laminate Laminate |
Single Layer PCB J Double Layer PCBJ Multilayer Board J Rigid-Flex J FPC J
Downstream

N |

Computer and Telecommunication)  Industrial Consumer Precision Aerospace National
peripheral productsJ s products J products J electronics instrumemJ industry Jdefense industﬂ

4. Product development trends and competition
(1) Product development trends

Lately, the product designs all require higher frequency and speed, thus in parallel, lower
Dk/Df will be required for CCL material. The traditional FR4 resin system can no longer
meet the functions of the new generation. In additional, the roughness of the copper clad
used for transmission is also concerned on the material aspect. The lower the roughness
the higher the risk of the thin wire may come off. Thus the compatibility of the material
and the copper clad also needs to be concerned during the development stage. In
response to the increase in the number of Massive MIMO antennas used in 5G, PCBs
need better support and higher complexity of circuit design. The number of PCB layers
will also increase.

The developer also seeks for not only high frequency, high speed and eco-friendly, but
also reliability and environmental impact assessment in the products of 5G base
station/micro cell base station, cloud products (server, storage and switch), automobile
industries, automobile network, 10T, smart home, smart phone, tablet and etc.

The demand for FPC is increasing, and is well promoted in smart phone, tablet, personal
wearable devices, VR and FCCL. To meet the market’s requirement, ITEQ has now
developed FCCL with LCP materials for the application of future high-end smart phone.

(2) Product competition

Taiwan's ODMs / OEMs and PCB manufacturers are still the main partners of
international manufacturers in terms of experience, ability and quality control. The
products produced by the Company, copper clad laminate (CCL), prepreg (PP), and
mass lamination (MLB), in addition to having excellent cost performance values, also
provide high-end materials with excellent market competitiveness, of which received
good reviews from major manufacturers. In cooperation with international system
integration (SI) companies to jointly develop materials, the Company maintains good
interaction with SI companies, ODMs / OEMs, and PCB manufacturing plants. The
Company understands what is coming in the pipeline in advance, invests in high-end
materials R&D ahead, and develops new processes to enable the products to achieve a
leading position in the market.

(111)Overview of technology and R&D

5G products have entered mass production. Low-loss / ultra-low-loss laminates are a
must. Designers are already looking for materials for 800Gbs switches. Previous
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research on ultra-high-speed laminates have met designer expectations. It is still
pending in patent applications and testing is also provided to a limited extent.

In the wireless communication market, the Company also has related products, which
have been verified and tested domestically and abroad. There will be good results in the
upcomping years..

With the realization of new technologies such as 5G communication, under the trend of
high-frequency signals, high-frequency / low loss will be the focus of future
development of flexible CCL materials. In 2020, the focus of R&D on flexible CCLs
will continue to be in the areas of thinness and high frequency and high speed. To meet
the market demand for LCP laminates, the Company has developed and improved
high-Tg series high-frequency flexible CCL materials.

1. R&D expenses in the most recent year
Unit: NTD thousand

Year R&D expenses as a percentage of
total revenue

2018 332,349 1.48%

2019 347,645 1.46%

2. Successfully developed technologies or products in the most recent year

2018 2019

1. Low dielectric and high thermal
conductivity laminate

2. Antenna laminate for high-frequency
wireless communication

3. High voltage resistant thick copper
laminate

4. High Tg, HDI halogen-free laminate for
ultra-fine circuit

5. Low skew ultra-low loss laminate

6. High-Tg high-reliability automotive
laminate

7. Car radar laminate

8. High reflectivity white laminate

9. Low-loss coating method LCP laminate
10. High Tg high reliability cover film

1. High dielectric low loss laminate

2. High-frequency vehicle radar laminate

3. Halogen-free laminate for high voltage
CAF automotive

4. Ultra low expansion coefficient laminate
for IC carrier board

5. Non-woven fabric low dielectric low loss
laminate

6. Low dielectric low loss halogen free
laminate

7. High Tg halogen-free soft and hard
bonding laminate

8. Low skew ultra-low loss laminate

9. Ultra-low loss cover film and pure film
10. 5G thick MPI flexible board for antenna
11. PEN for electric vehicles
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3. Various R&D investment plans and progress

Unit: NTD thousand

Expected .
Items / Plans Current progress R&D SCheC.jUqu Expected R&D_lnvestment
completion time benefits
expenses
High dielectric low loss laminate Sample'o!eln{ered Q3 2020
for certification
High-frequency vehicle radar laminate Sample_d_ell\{ered Q2 2020
for certification
Ultra-low expansion coefficient CAF Sample delivered
halogen-free laminate for automotive ple g€tV Q4 2020
Use for certification
Non-woyen fabric low dielectric low Material R&D Q4 2020 '
loss laminate Increase the proportion of
Low dielectric low loss halogen free Sample delivered Q42020 high-end product revenue,
laminate for certification 300,000 increase product added
Low skew ultra-low loss laminate Material R&D Q2 2021 value, and increase profits.
Development of coating method LCP  |Sample delivered
- . e Q3 2020
laminate material for certification
Development of ultra-low loss cover Sample delivered
- . i Q2 2020
film and pure film for certification
Development of low-loss
fluorine-containing flexible board Material R&D Q4 2020
material
Development of coating method Material R&D Q2 2021

low-loss MPI soft board material

4. Short-term and long-term business development plans

Short-term development plans

Long-term development plans

benefits.

manufacturing costs.

5G products.

mobile phone board design.

1. Cross-strait division of labor and integration
will be carried out at lowest cost and the
greatest economic scale benefits.

2. Serve customers nearby, provide customers with
flexible production systems, and actively deploy
strategies to create maximum economic scale

3.  Flexible production management and excellent
production management efficiency, improve the
output efficiency of existing equipment,
improve production yield, and control various

4. Continue to develop sales of green, high-end,
niche, and high value-added products, and
actively seek out for orders from major
international manufacturers, continue to adjust
product portfolios and create greater profits and
increase product dominance and market share.

5. Cooperate with upstream and downstream
strategic partners to develop products for
high-end special materials such as
high-frequency and millimeter-wave radar for

6. For FPCs, develop LCP materials for high-end

1. Commit to becoming a global leader in
professional electronic materials with brand
influence.

2. Become the world's top five manufacturer for
multi-layer laminate materials and the top four
leading manufacturers for multi-layer board

professional OEM services.

3. Use domestic and foreign capital market
financing tools to obtain funds to expand the

operating scale.

4. Strengthen the recruitment and training of
talents, set up a succession plan, and create a
high-performance and cross-functional work
team with the spirit of sustainable management.

5. Effectively exert the capacity utilization rate of
the Taiwan plan to accelerate the expansion to

overseas markets.
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Market Analysis and Staus of Goods Production and Sales
(I) Market analysis

1.

2.

3.

4.

Sales area and amount of the Company's main products
Unit: NTD thousand

2018 2019
Year
ltemns Sales amount | 252 percentage of Sales amount | 252 percentage of
revenue (%) revenue (%)
Domestic sales 1,350,373 6.03 1,113,666 4.68
Asia 20,648,201 92.17 22,396,632 94.14
Europe 240,223 1.07 181,290 0.76
Export | America 105,326 0.47 42,339 0.18
Others 57,599 0.26 57,388 0.24
Subtotal 21,051,349 93.97 22,677,649 95.32
Total 22,401,722 100.00 23,791,315 100.00
Market share
Regions Market share of CCL

Taiwan 12%

Asia 8%

Global 6%

Outlook of Market's supply & demand and growth

The advent of 5G base stations / micro cell base stations, cloud products, automotive
industry, Internet of Vehicles, Internet of Things, smart homes, smart phones and tablet PCs
are increasing in demand. Moreover, the environmental protection laminate has been used in
all products. In addition to the green environmental protection and energy conservation
policies advocated by countries around the world, the Company not only actively develops
high-end materials, but also takes on the social responsibilities. ITEQ is committed to the
halogen free materials to make products meet environmental protection requirements.

At present, the PCB industry is still mainly based in mainland China. Within the mainland
PCB supply chain system, Taiwanese companies maintain significant market influence. With
the rising awareness of environmental protection in the Mainland and stricter regulations,
and the Company's early deployment plan in the mainland area and early adoption of the
environmental friendly laminate materials, ITEQ managed to achieve a more favorable
situation among the peers.

Competitive niche

Niches Explanation

@ Possess a complete production footprint and product roadmap for the three places on both
sides of the strait.

@ Have a complete global sales channels and technical service system.

Market niche @ Cooperate with upstream and downstream strategic partners to jointly develop high-end
special material products and develop niche markets.

@ Strengthen customer service, and meet delivery and a small number of diverse needs.
Provide integrated services of one-stop shopping from materials to OEM.

@ Outstanding core technology of "resin formulation and coating technology", and can be
applied to key materials in the upstream and downstream related fields of LED and LCD.

@ Strict product and quality system certification and execution.

Product niche | @ Have a clear product positioning, and a complete niche product portfolio of high-end
materials and special specifications.

@ The benefits of flexible boards and heat-dissipating aluminum laminates continue to
increase.

@ Provide complete solutions from materials to inner layer ODM/OEM with a strong
technical service team.

@ Schedule the R&D, adoption and mass production of new products, diversify the

Technical proportions of products, and reduce the risk of material price fluctuations.

niche @ Actively develop high-frequency high-speed and mmWave radar and other high-end CCLs,
and work on new products such as flexible CCLs and LED cooling modules.

@ Have a complete product portfolio with special materials to complete the certification and

mass production of improved halogen-free environmental-friendly laminates.
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Niches Explanation
@ Strong product development technical team, able to design and develop products together
with end customers.

@ Professional management team with over decades of experience in the industry.
Management @ Business-oriented capacity planning, centralized management, and maintain high capacity
niche utilization.

@ Flat organization and lean manpower to maintain a high degree of work effectiveness.

5.  Positive and negative factors for the prospects of our development, and our corresponding
strategy

Prospects of our
development

Description

@ Procurement for energy-saving and carbon-reducing green products has swept the world.
Apple, Samsung, LG, Nokia and other mobile phone manufacturers have begun to use
lead-free and halogen-free laminates. Demand for environmental protection laminate
orders has thus increased.

@ Solid R&D capabilities, master the key technology of "resin formulation and coating
technology", and have cost advantages for key materials.

Positive factors | @ Good cost control ability, process improvement ability, meet customers' flexible
production needs, provide one-stop shopping service.

@ High accuracy of the judgment for the trend and price of raw materials, have procurement
advantages and price negotiating ability.

@ Work closely with the Industrial Technology Research Institute to jointly develop new
products through project commissioning and establish complete product development
capabilities.

@ The price of basic raw materials continues to rise, and it is not easy to pass on the price to
customers and thus affecting the Company's profit performance.

Negative @ The sales market is concentrated in the three places on both sides of the strait, and it is

factors advisable to increase the proportion of sales in other regions.

@ Increased production costs in the mainland, including wages, new corporate income tax
system, environmental protection regulations, and labor contract law ... etc.

@ Diversify the source of raw materials, to avoid replying solely on a single supplier, and to
increase bargaining power. The key raw materials are developed by the Company itself to
reduce costs and eliminate the risk of material shortage. Put efforts in communication and
coordination to pass on the price to reflect costs. Continue to develop the material
formulas and adjust the manufacturing process to reduce costs and increase profits.

@ Set up a North American team to expand and strengthen overseas markets such as North

Corresponding America and Europe.

strategy @ Improve the environment, save energy and waste, strengthen environmental protection
equipment, and comply with environmental regulations and industrial safety. Increase the
proportion of automated production equipment, improve yield and control staff operating
costs.

@ In order to optimize the gross profit, we adjust the products structure by lowering the
production ratio of the consumer electronics materials and raising the ratio of 5G
high-speed materials.

(1) Important uses and production processes of major products
1. Important uses

Products and services The main purpose or functions

Copper Clad Laminate Copper clad laminate is the main raw material of printed circuit board. The
internal structure of the printed circuit board is mainly composed of an inner layer
copper clad laminate and an outer layer copper foil. The copper clad laminate
must have the mechanical processing and electrical insulation characteristic
required for the manufacture of printed circuit boards. According to the
requirements of different functional printed circuit boards, it also has good
thermal conductivity, chemical resistance, high temperature resistance or other
special performance requirements. And the glass fiber film is used as an insulating
material between the copper clad laminate and the copper foil.

The mass lamination service is the front-end process of the multi-layer printed
Mass Lamination circuit board from the inner layer circuit, the production of dry film to taking form
through compression.

Prepreg
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2. Production process

Production process of copper clad laminate

Glue Application Testing Copper Warehouse
adjustment of glue Clad
Laminate
Harden Solvent o Film testing » Roll film
l 4 l packaging
Film
cutting
Hardener solution l
X Film
Resin | layering
Copper N
3 foil
- s v
Raw glue Fiberglass _
cloth Combine
' Hot pressed copper’
clad laminate
Film
Copperclad |- | Copperclad
laminate laminate cutting
: : Copper clad
inspection .
= clad
laminate
v packaging
Copper clad
Production process of flexible copper clad laminate
Glue Application Curing Inspection Warehousing
preparation
\Puwder I Rubber H Dissolving ‘ FecL ]
mixin, cuttin hard i FCCL rol
) e L ey L
Mother liquid| | Pre-solution Solution
Dl:epea:alt?:rl\ preparation I hardening ‘I Resin ‘ \ Solvent ‘ Curing Slitting I
CLV (doesn’t CLV roll packaging
Glue contain copper)

preparation
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Production process of mass lamination

Production Pressing Warehouse
process inner process
layer
Copper foil
Treatment Laminate l
agent
. Visual packadi d
l Inner board Forming — inspection |—*| ackaging an
warehousing

Surface T
treatment PP Edging
Black
Coating / Filming browning

l

Exposure

Automatic
— optical |
inspection

» Etching

(1) Supply status of main raw materials

The main raw materials produced by the Company are fiberglass cloth, epoxy resin and copper
foil. The suppliers are well-known domestic and overseas manufacturers, and they have a
considerable level of quality.

The procurement sources of various raw materials of the Company are diversified. In addition
to cooperating with various suppliers for many years, the Company maintains a good
cooperative relationship and actively develops new sources of purchase. Therefore, there is no
shortage of supply.

(V) List of main purchase and sale customers
1. Information on suppliers accounting for more than 10% in the last two years
Unit: NTD thousand

2018 2019 Up to Q1 2020
Asa Asa Asa
ltems percentage (Relationship percentage [Relationship percentage [Relationship
Name Amount | of total net | with the Name Amount | of total net | with the Name Amount | of total net | with the
procurement| Company procurement| Company procurement| Company
(%) (%) (%)
1 |CompanyA | 4586777 27.34| None |CompanyA | 4.352,130 2469 None |Company B |1.108,100 22.16]  None
2 |company B | 3,685,452 21.97| None |CompanyB | 3,847,702 21.83| None |CompanyA [1,098,805 21.98  None
3 [Company C 1,750,248 10.43 None
Others 6,755,143 4026  —  [Others 9,426,838 53.48 Others | 2,792,655 5586 -
et 16,777,620 10000 — [Nt 17,628,670 100.00 Net 4.999 560 10000 —
procurement procurement procurement|

Note 1: As stipulated in the contract, the name of the suppliers are not to be disclosed or the transaction object may be coded if it is
an individual but not a related party.
Explanation of the reasons for the increase and decrease: Avoid excessive concentration of purchases from a single supplier,
reduce prices by quantity, and reduce purchase unit prices.

68



2. Information on customers accounting for more than 10% in the last two years
Unit: NTD thousand
2018 2019 Up to Q1 2020
As a i . As a i i As a . .
Relationship Relationship Relationship
Items percentage ) percentage . percentage .
Name Amount with the Name Amount with the Name Amount with the
of total net of total net of total net
Company Company Company
sales (%) sales (%) sales (%)
1 Customer D 2,640,976 11.79 None Customer D[ 2,709,878 11.39 None Customer E 677,431 12.06 None
Customer E| 2,706,813 11.38 None Customer D 571,054 10.16 None
Others 19,760,746 88.21 — Others 18,374,624 77.23 — Other 4,369,732 77.78 —
— Net sales 22,401,722 100.00| — Net sales| 23,791,315 100.00 — Net sales 5,618,217 100.00 —

Note 1: As stipulated in the contract, the name of the suppliers are not to be disclosed or the transaction object may be coded if it is
an individual but not a related party.

Explanation of reasons for increase and decrease: There is no significant increase or decrease.

(V) Production volume and value in the latest two years

Unit: NTD thousand

Year 2018 2019
Productlci/r;I\l/Jc;Iume and Production | Production | Production |Production |Production| Production
Main products capacity volume value capacity | volume value
Prepreg (thousand M) 159,659 140,048 6,915,462 154,614| 141,684 7,984,245
Copper Clad Laminate 37,430 27.035| 11,027,892  36,638| 32,914 13,108,899
(thousand SH)
Mass Lamination 3,302 3171| 697,230  2706| 2,669 631,956
(thousand SF)
Flexible Copper Clad
Laminate (thousand M?) 3,307 3,107 1,149,332 3,006 3,094 1,167,935
Others 398,618 473,953
Total 20,188,534 23,366,988
(VI) Sales volume and value in the latest two years
Unit: NTD thousand
Year 2018 2019
Sa]es volume and value | Domestic sales (TW) Export Domestic sales (TW) Export
Main products Sales Sales Sales Sales
Sales value Sales value Sales value Sales value
volume volume volume volume
Prepreg (thousand M) 3,377 448,699 74,011 5,301,265 3,357 387,152 74,162 5,980,297
Copper Clad Laminate 1,630 880,845 32,104| 13,593,135 1593| 708,880| 33,722| 14,195,920
(thousand SH)
Mass Lamination
(thousand SF) - - 3,171 691,793 - - 2,462 597,066
Flexible Copper Clad i i i i
Laminate (thousand M?) 3,070 1,336,355 3,036 1,295,050
Others 20,843 128,787 17,634 609,316
Total 1,350,387 21,051,335 1,113,666 22,677,649
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V.

Employees

Year 2018 2019 March. 31, 2020

Direct employees 2,003 2,073 2,056

No. of person(s) |Indirect employees 902 1,092 1,207
Total 2,905 3,165 3,263

Average age 33.51 32.91 33.64

Average seniority 3.81 3.38 3.47

Ph.D. 0.18 0.14 0.14

Distribution of |Master 2.40 2.32 241
education Bachelor 26.06 24.47 23.64
background (%) [High school 54.11 47.92 45.56
Below high school 17.25 25.15 28.25

Environmental Protection Expenditure Information

Total losses (including compensation) and punishment for environmental pollution in 2019:
NTD 226,000 and RMB 700,000.

(I1) Future response measures (including improvement measures) and possible expenditures

The violation of environmental laws and regulations and the corresponding punishment are
as follows:

(1)On March 5, 2019, the Air Pollution Division, Department of Environmental Protection

conducted occasional inspection. The natural gas consumption of the control equipment
did not reach the permitted operating value of 41-60 m3/hr. Thus a fine of NTD 100,000
will be imposed.

Improvements: The fixed pollution source operation permit is changed.

(2)On May 6, 2019, due to the report of foam water by local citizen, the Company sent

personnel to the to check on the case. After the Company checked the upstream, it was
found that the foam water was due to  the breaking down of the Company's fire-fighting
foam pipe. This caused the fire-fighting foam water to be discharged from the discharge
site on the first floor of the glue adjustment, flowed into the rainwater ditch in the factory,
and then out of the factory. The Environmental Protection Agency took samples at the
discharge area on the first floor of the glue adjustment. The result showed that the
chemical oxygen demand is 443 mg/l (standard: 100 mg/l), which does not meet the
discharge water standard and has polluted the water body in the pollution control zone. A
fine of NTD 126,000 was imposed.

Improvements: After receiving the telephone report from the public at about 8:30 in the
morning, the factory immediately conducted an abnormal leak inspection on various
facilities. We found that the foam was leaking from the fire-fighting foam pipeline. The
personnel in the plant immediately carried out emergency rescue work to isolate the source
of the leak. An interception board was added to the rain ditch. Lock controls and
dual-channel control valves are installed on the non-normal pipelines, to prevent
misoperation and faulty discharge.

(3)On March 18, 2019, Wuxi Environmental Protection Bureau conducted law enforcement

inspection on the site of Wuxi Factory. Sewage from the general sewage outlet was

sampled on site. After testing, the concentration of pollutants in the water sample

exceeded the national discharge standard (COD discharge limit <500mg/l). A fine of

RMB 500,000 was imposed on the case for exceeding the sewage standard.

Improvement measures:  The self-examination on this sewage found that the exceeding of

the standard is mainly due to the direct discharge of high concentration wastewater such as

RTO water washing tower wastewater, pressurized vacuum tail gas pump wastewater, and

unorganized washing wastewater in the upper rubber tower area. The improvement for the

above irregularity is as follows:

a. RTO water washing tower wastewater precipitates residual gum after adding chemicals.
The residual glue is transferred and disposed of in a hazardous waste manner
(Xi-Guan-Zi No 05002 is signed for approval). Wastewater is circulated internally, but
not discharged.

b. All the waste water from the pressurized vacuum exhaust gas pump is connected to the
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circulating water tank of the RTO water washing tower.

c. The unorganized waste gas washing water in the upper rubber tower area is all
connected to the RTO water washing tower circulating water tank.

d. Conduct a comprehensive investigation and sorting of the rainwater drainage network of
the whole plant, and appoint a special person to manage related matters to comply with
the requirements of laws and regulations.

(4)On May 5, 2019, Wuxi Municipal Environmental Protection Bureau conducted law
enforcement inspection on the Company. The bureau appointed a third-party testing
agency to sample and test the unorganized waste gas in our factory. After testing, the
concentration of unorganized waste gas in the factory area is 24 (standard: <20), which
exceeds the national emission standard. An environmental administrative penalty of RMB
180,000 is imposed.

Improvement measures: The RTO waste gas incinerator of Wuxi No. 1 Plant was built in

2006. The waste gas treatment facility has been in operation for more than 10 years. Due to

design and long-term high-temperature operation, some components have aged, which

affects the efficiency of exhaust gas treatment and thus there are hidden safety hazards.

Since August 2018, the Company has commissioned a manufacturer to install an RTO

waste gas incinerator to replace the original equipment. The newly installed RTO waste

gas incinerator is designed to handle an air volume of 40,000 cubic meters per hour. The

furnace uses the latest organic waste gas treatment process, designed with A, B, C

three-axis linkage control. A and B furnace chambers are switched sequentially. C Furnace

collects A and B hearth switching gap overflow waste gas to ensure 100% waste gas
collection and treatment. The new RTO incinerator uses natural gas for combustion, and

the furnace temperature is kept above 800 °C during operation. The old RTO is used as a

backup machine after maintenance to ensure uninterrupted production.

(5)On February 16, 2019, the Dongguan Work Safety Supervision Administration conducted
a law enforcement inspection on the Company. During the inspection, it was found that no
obvious safety warning signs were placed in the working place with limited space. An
administrative penalty of RMB 20,000 yuan was imposed.

Improvements: A second inspection was conducted on the same day. The Company placed

obvious safety warning signs for limited space. The Company simultaneously checks the

safety warning signs of all the limited space operations in the factory.

Due to the increasing environmental protection awareness, as a member of society, we
have to meet the requirements of environmental protection quality. Nowadays, pollution
emission standards are becoming stricter. In response to this trend, the Company has
continuously invested a lot of manpower and funds to expand and maintain pollution
prevention equipment in recent years to meet the standards set out by the government.
Each plant promotes the environmental safety and health management system. After its
establishment, Xinpu Factory obtained 1SO14001 and passed OHSAS 18001 certification
in 2014. All other factories pass the re-evaluation every year and continue to carry out
environmental safety and health management. The Company expects that by implementing
an environmental safety and health management system, the organization will change from
passively complying with environmental safety and health laws and regulations in the past
to handle matters with proactive and self-conscious. This helps the Company to
demonstrate environmental safety and health performance, improve the company's physical
fitness, and enhance market competitiveness, so as to enhance the Company's image and
achieve sustainable business goals.

Expected capital expenditure for environmental protection in the coming three years
Unit: NTD thousand

Items 2020 2021 2022
\Wastewater treatment facilities 33,163 36,998 42,159
Air pollution prevention equipment and facility repair 27,950 30,394 30,394
\arious inspections and operations on safety and hygiene, waste 114,890 141,680 198,183
water, waste gas, waste, etc.
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(1) Protections for working environment and employees' personal safety

Items

Explanation

Results

Establish safety and
health management
unit

In according with the provisions of the Occupational
Safety and Health Act, a labor safety and health
management unit (Safety and Health Center) is
established.

The Company has a Safety and Health Center
dedicated to promoting labor safety and health
management matters.

Formulate Labor
Safety And Health
Code, and safety and
health management
plans

Formulate regulations governing safety and health
responsibilities for employees to follow regarding safety
and health matters, and be included in daily inspections
and examinations to ensure the safety of operations in the
factory.

1. A Labor Safety And Health Code has been
formulated and reported to the Ministry of Labor
for reference.

2. Labor safety and health personnel are set up in
each factory to conduct safety inspections and
examine the workplaces of the factory to maintain
the safety and health of workers.

Independent
inspection and
environmental
management

® \Various machine and operation inspection
checkpoints, regular maintenance, safety inspection
and special personnel management of dangerous
mechanical equipment.

® The operating environment is examined every six
months.

® Conduct public safety inspections of buildings on a
yearly basis.

1. The hazardous equipment shall be inspected and
examined daily by the designated personnel and
regularly checked for safety.

2. Each year, a safety inspection agency approved by
the Ministry of Labor is entrusted to carry out
regular security inspections. The inspection results
of 2019 have met the safety regulations.

3. The operating environment is examined every six
months, and the test results are in compliance with
the operating environment standards.

Designate special
personnel and
organize education
and training

® [or special operations, set up supervisors and
professionals according to safety and health
regulations.

® Arrange personnel to receive internal training and
external license training to improve their
professionalism.

® Special operations supervisors and professionals
receive regular retraining.

1. New entrants will immediately be given safety
training when they enter the Company.

2. Arrange personnel for external training
occasionally, including organic solvent operation
supervisors and stacker operators and hazardous
equipment operators.

Fire safety and
management

® Set up fire alarm system and fire extinguishing
facilities, and check and maintain such facilities on a
regular basis.

® Appoint qualified institutions to conduct fire safety
inspections every year.

® Conduct fire brigade training every six months to train
personnel in fire fighting knowledge and adaptability.

1. The fire-fighting facilities of each branch of the
Group are set up in accordance with local
fire-fighting regulations.

2. Fire department conducts inspection and test every
month, and an external professional company is
designated for inspection and test every year.

3. Each plant area regularly implements fire-fighting
training and fire extinguisher operation training.

4. Each plant site has set up emergency response
teams and implements drills and training of
response teams every year to be prepared for
accidents.
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V.

Labor Relations

(I) The Company's various policies including employee welfare measures, continuing training,
training, retirement systems and their implementation, as well as agreements between labor and
management and various employee rights protection measures

1. The Company provides various comprehensive safety systems, provides retirement and labor
health insurance, complete education and training, incentives, etc. The relevant welfare policies
are as follows:

(1) Employee benefits

A

B.

C.

mo

~—TIom

A

The annual business objectives: dividends and year-end bonuses are given out.
Performance bonuses are distributed monthly based on production and operating
performance.

Encourage employees to subscribe for shares and jointly participate in company
operations.

Retirement system: implemented in accordance with the Labor Standards Act.

Provide labor insurance, national health insurance, employee group insurance (periodic,
accident, medical insurance), business travel group injury insurance.

Regular health checkups for employees.

Provide various staff training and hold regular book reading sessions.

Provide free food for employees.

Free supply of employee uniforms.

Provide dormitories and transportation vehicles, and build basketball courts, table
tennis courts and leisure greenery spaces in the factory area.

Employee welfare funds are allocated to the Employee Welfare Committee for various
subsidies (marriage, childbirth, employee retirement, employee bereavement,
bereavement for next of kin, and other subsidies) and recreational activities such as
cultural and sports activities for employees.

(2) Staff education and training

A

In order to cultivate the professional talents required by the Company and develop the
professional skills and management functions of the employees, the Company plans a
comprehensive talent development system and formulates the "annual education and
training plan”. These include pre-employment training for new employees, trainings
for the management, professional function training, external training, employee
self-development, etc.

These effectively promote the new employees’ understanding in the Company's
business philosophy, corporate culture, product awareness and quality control, labor
safety and health, environmental protection concepts, etc., to implement
pre-employment training in order to train outstanding ITEQ employees.

The Company arranges trainings for the professional knowledge and skills required by
employees at all levels to cultivate the professional skills of the management and the
communicate abilities. The Company also develops personal learning development
plans, and promotes the training projects of "various professional and management

functions” and the implementation of the "professional certification" system.
Unit: NTD thousand

Repairs and

Type of trainings Participants | Training hours maintenance

New employee training 4,841 28,500

Skill trainings for supervisors 727 9,304

Professional training 6,909 23,248

Environmental safety and health training 7,942 33,283

Technical and engineering training 2,900 7,078

3,039

Professional vocational training 10,544 75,103

Corporate culture and general knowledge training 6,177 15,240
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Unit: NTD thousand

- . - Repairs and
Type of trainings Participants | Training hours maintenance
Total 40,040 191,756
2. Retirement system and its implementation
Retirement Old system New system
system
Applicable laws | Labor Standards Act, belongs to defined benefit Labor Pension Act, belongs to defined benefit
and regulations | retirement plan. retirement plan governed by the government.

Appropriation

Appropriate 2% of the total monthly salary of
employees, and deposit the amount in a special
account at Bank of Taiwan under the name of the
Company.

Appropriate 6% according to the employee's
insurance level to the personal pension account
of the at the Bureau of Labor Insurance.

Note:

3.

The retirement allowance that has been allocated has exceeded the employee pension payable. With the
approval of the Taoyuan County Government, the appropriation of labor pension was ceased from March 2009
through February 2011.

For subsidiaries operating in China, the employee retirement plan is a defined contribution
pension plan. According to the standard set by the local government, a certain percentage of
the salary shall be appropriated.

Agreements between labor and management and various employee rights protection measures

The Company's labor-management relationship is harmonious, and its employees are loyal to
the Company. In addition to strengthening the communication between Company and the
employees, teamwork, and focusing on the feedback and appeals of employees, the Company
has set up an employee welfare committee to take charge of employee welfare planning. The
Company has also set up "suggestion boxes™ at various factories, and its opinions are directly
sent to the President and the Chairman. The Company regularly holds employee meetings and
publicizes measures to prevent and punish sexual harassment. So far, no labor disputes have
occurred.

(1) Losses due to labor disputes in the most recent year and as of the printing date of this annual
report, and disclose the current and future estimated amounts and corresponding measures

1
2

. Possible current and future measures: None.
. Amount of possible current and future losses: None.

(111) Employee code of conduct

Set the code of conduct and employee code, and deliver the content clearly to the directors,
managers and employees of ITEQ, as their behavior should follow the guidelines. The main
contents are:

1.

ocoakrwn

All personnel's behavior should be in line with honesty and ethics, and should observe the
codes when conflicts of interest arise between individuals at their positions in order to avoid
opportunities for personal gain.

Company’s confidential business and information should be kept confidential.

Treat employees, purchase (sale) customers and competitors in a fair manner.

Protect company assets for effective use.

Follow laws and regulations, including laws and regulations related to insider trading.
Suitable handling and disciplinary measures for violation of regulations or risk of violation.
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VI.

Important contracts

Nature of
contract

Participants

Contract period

Main content

Restrictions

WIN

The Company leased 14
properties including lands and

Eactorv lease |Semiconductors Jan. 9, 2013 - factories at Land No. 244, i
y Cor Dec. 31, 2028 Neili Sec., Xinpu Township,
P- Hsinchu County from Win
Semiconductor Co., Ltd.

It;(())rnr%;/vtﬁ:]m O-Bank Aug. 29, 2014 - |Amount of borrowing: i
g Aug. 15,2021  [NTD 500 million

agreement

Long-term .

i Aug. 16, 2019 —  |Amount of borrowing:

borrowing |KGI Bank Aug. 16,2021  [NTD 500 million -

agreement

tgpr%;/tvﬁ:]m Agricultural Bank May. 24, 2019 —  [Amount of borrowing: i
9" lof Taiwan May. 24, 2022 NTD 500 million

agreement

It_)g:]r%;;/eiam Bank SinoPac Oct. 30,2019 -~  |Amount of borrowing: i
g Oct. 30,2021 |NTD 200 million

agreement
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VI1I. Financial Position

I. Five-Year Financial Summary

() Condensed balance sheet and income statement

1. Condensed balance sheet (consolidated) - IFRS

Unit: NTD thousand

Year Financial position in the most recent 5 years (Note 1) F!n_anmal
Items position as of
2015 2016 2017 2018 2019 Mar. 31, 2020
(Note 2)

Current assets 12,964,732| 14,467,454 14,703,017| 15,116,866] 17,982,751 21,449,073

Property, plant and 3,528,067| 2,860,735  2,715573| 2,392,737 3,622,555 4,137,649

equipment

Right-of-use asset — — — — 425,833 411,368

Intangible assets 36,159 24,219 8,773 9,055 9,675 11,909

Other assets 561,535 662,516 612,379] 1,176,646 1,439,534 1,147,104

Total assets 17,090,493 18,014,924] 18,039,742| 18,695,304] 23,480,348 27,157,103
Before dividend 8,823,082|  9,744,269| 9,560,197 9,404,083| 12,544,426 12,621,830

Current distribution

liabilities - |After dividend 9,307,814| 10,501,662| 10,499,364| 10,555,320 Note 3 —
distribution

Non-current liabilities 1,294,635  1,361,304]  1,193.711] 1,299,249 2,010,391 1,976,461
Before dividend 10,117,717| 11,105,573 10,753,908| 10,703,332| 14,554,817 14,598,291

Total distribution

liabilities | After dividend 10,602,449|  11,862,966| 11,693,075 11,854,569 Note 3 -
distribution

Attributable to the equity

of the owner of the parent 6,972,776|  6,909,351|  7,285,834| 7,991,972 8,925,531 12,558,812

company

Share capital 3,079572| 3,029,572  3,029572] 3,029,572 3,029,572 3,329,572

Capital surplus 668,078 653,239 653,239 653,239 653,239 3,682,051

. Before dividend 2,622,929  3,023362| 3,509,895 4,514,841 5,826,110 6,203,528

Retained |distribution

earnings | After dividend 2138197|  2,265969| 2,570,728 3,363,604 Note 3 -
distribution

Other equities 602,197 203,178 93,128 (205,680) (583,390) (656,339)

Treasury stock — — — — — —

Non-controlling interests — — — — — —
Before dividend 6.972776|  6909351|  7.285834|  7.991972| 8925531 12,558,812

Total distribution

equity |After dividend 6,488,044 6151958  6346.667| 6,840,735 Note 3 -
distribution

Note 1: The above financial information was audited by the CPA.
Note 2: Financial information is reviewed by the CPAs.
Note 3: The 2019 profit distribution has not been approved at the shareholders’ meeting.
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2. Condensed balance sheet (Standalone) - IFRS

Unit: NTD thousand

ltems ear Financial position in the most recent 5 years (Note 1)
2015 2016 2017 2018 2019
Current assets 1,681,031 1,940,027 3,190,581 2,423,157 3,459,316
Long-term investments 9,867,786 10,268,303 9,160,979 10,703,125 11,889,401
Property, plant, and equipment 1,211,015 1,074,328 989,036 816,832 694,635
Right-of-use assets — — — — 258,025
Intangible assets 26,481 14,711 — — —
Other assets 184,007 162,046 180,963 221,524 334,970
Total assets 12,970,320 13,459,415 13,521,559 14,164,638 16,636,347
Before dividend 4,717,178 5,203,508 5,056,736 4,895,916 5,833,038
Current distribution
liabilities |After dividend 5,201,910 5,960,901 5,095,903 6,047,153 Note 2
distribution
Non-current liabilities 1,280,366 1,346,556 1,178,989 1,276,750 1,877,778
Before dividend 5,097 544 6,550,064 6,235,725 6,172,666 7,710,816
Total distribution
liabilities |After dividend 6,482,276 7,307,457 7,174,892 7,323,903 Note 2
distribution
Attributable to the equity of the 6,972,776 6,909,351 7,285,834 7,991,972 8,925,531
owner of the parent company
Share capital 3,079,572 3,029,572 3,029,572 3,029,572 3,029,572
Capital surplus 668,078 653,239 653,239 653,239 653,239
_ Before dividend 2,622,929 3,023,362 3,509,895 4,514,841 5,826,110
Retained distribution
earnings  |After dividend 2,138,197 2,265,969 2,570,728 3,363,604 Note 2
distribution
Other equities 602,197 203,178 93,128 (205,680) (583,390)
Treasury stock — — — — —
Non-controlling interests — — — — —
Before dividend 6,972,776 6,090,351 7,285,834 7,991,972 8,925,531
. distribution
Total equity g dividend
Mer div 6,488,044 5,332,958 6,346,667 6,840,735 Note 2
distribution

Note 1: The above financial information was audited by the CPA.

Note 2: The 2019 profit distribution has not been approved at the shareholders’ meeting.
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3. Condensed income statement (consolidated) - IFRS

Unit: NTD thousands, except Earnings Per Share (NTD)

Year . . L Financial
Financial position in the most recent 5 years (Note 1) position as of
Items Mar. 31, 2020
2015 2016 2017 2018 2019 (Note 2)
Operating income 19,077,278 19,681,638 21,214,333 22,401,722 23,791,315 5,618,217
Gross profit 2,374,641 2,866,558 3,099,677 3,255,562 4,779,572 1,058,450
Operating profit 1,117,025 1,588,217 1,752,441 1,784,390 3,103,529 592,247
e’:'(ggr}ggera““g income and (48,469) 25,321 138,136 407,493 (9,493) (80,221)
Profit before tax 1,068,556 1,613,538 1,890,577 2,191,883 3,094,036 512,026
Net income for the year
from the continuing 600,054 951,958 1,244,702 1,774,557 2,463,300 377,418
department
Loss from the _ - o _
discontinued department i i
Current period net profit 600,054 951,958 1,244,702 1,774,557 2,463,300 377,418
Other current
comprehensive income (112,772) (397,659) (110,826) (126,085) (378,504) (72,949)
(loss) profit( net after tax)
Total comprehensive 487,282 554,200| 1,133,876 1,648,472 2,084,796 304,469
income of current period
Net profit attributable to
the owner of the parent 600,054 951,958 1,244,702 1,774,557 2,463,300 377,418
company
Net profit attributable to _ _ B _
non-controlling interests i i
Total current
comprehensive income 487,282 554,299 1,133,876 1648472 2,084,796 304,469
attributable to the owner of
the parent company
Total current
comprehensive income _ _ B N
attributable to i i
non-controlling interests
Earnings per share 1.92 3.13 4.11 5.86 8.13 1.24

Note 1: The above financial information was audited by the CPA.
Note 2: Financial information is reviewed by the CPAs.
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4. Condensed comprehensive income statement (Standalone) - IFRS

Unit: NTD thousands, except Earnings Per Share (NTD)

Year
Financial position in the most recent 5 years (Note)
Items
2015 2016 2017 2018 2019
Operating income 3,426,525 3,358,130 3,524,331 4,042,620 5,024,371
Gross profit 431,941 446,017 457,942 448,430 781,774
Net operating income (loss) (88,221) (126,676) (87,827) (130,264) 64,618
e':‘(ggr']:gsera““g income and 857,892 1,297,672 1,516,337 1,038,443 2,497,953
Profit before tax 769,671 1,170,996 1,428,510 1,808,179 2,562,571
Net income for the year from 600,054 951,958 1,244,702 1,774,557 2,463,300
the continuing department
Loss from the discontinued i B _ B i
department
Current period net profit 600,054 951,958 1,244,702 1,774,557 2,463,300
Other comprehensive income
recognized for the period (112,772) (397,659) (110,826) (126,085) (378,504)
(net amount after tax)
Total comprehensive income 487,282 554,299 1,133,876 1,648,472 2,084,796
of current period
Net profit attributable to the 600,054 951,958 1,244,702 1,774,557 2,463,300
owner of the parent company
Net profit attributable to i - B - i
non-controlling interests
Total current comprehensive
income attributable to the 487,282 554,299 1,133,876 1,648,472 2,084,796
owner of the parent company
Total current comprehensive
income attributable to - — — — -
non-controlling interests
Earnings per share 1.92 3.13 4.11 5.86 8.13

Note: The above financial information was audited by the CPA.

(2) Auditing CPAs in the most recent 5 years

Year | Accounting firm CPA Audit opinions

2015 ‘;ﬁ;gg??énl_"\uﬁggg Deloitte & Touche Unqualified opinion
2016 iﬁ;gg??énﬁwggg Deloitte & Touche Unqualified opinion
2017 iﬁ;gg??énﬁ'\usggg Deloitte & Touche Unqualified opinion
2018 iﬁggg??énﬁwggg Deloitte & Touche Unqualified opinion
2019 gnh;g%'_?;lf’vysgg Deloitte & Touche Unqualified opinion
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Il. Five-Year Financial Analyses
() Financial analysis (consolidated) - IFRS

Financial Analyses for the Past Five Fiscal Years As of Mar. 31,
Year 2020
Items of analysis (Note 1)
2015 2016 2017 2018 2019 (Note 2)
Debt to assets ratio 59.20 61.65 59.61 57.25 61.99 53.75
Financial Long-term capital to
structure (%) |property, plant, and 234.33 289.11 312.26 388.31 270.13 319.53
equipment
Current ratio 146.94 148.47 153.79 160.75 143.35 169.94
Quick ratio 135.95 135.61 137.46 143.53 121.71 141.93
Solvency (%) Times interest earned
. 16.08 30.53 39.00 42.34 44.74 42.78
(times)
Average collection 2.54 2,63 2,68 2.62 2.45 237
turnover (times)
Average collection days 143.61 138.72 136.19 139.23 148.86 154.05
Inventory turnover (times) 14.98 13.73 12.06 10.64 8.52 6.08
. Average payable turnover 3.62 3.82 3.86 4.19 3.57 3.10
Operational |(times)
ability dAg’;srage INventory turmover| 5436/ 2658 30.26 34.29 42.86 60.03
Property, plant, and 471 6.16 7.61 7.77 5.90 4.77
equipment turnover (time)
Total assets turnover 1.10 1.12 1.18 1.22 1.13 0.95
(times)
Return on assets 3.81 5.68 7.13 9.89 11.95 9.45
Return on shareholders’
equity 8.54 13.71 17.54 23.23 29.12 21.73
Return on Income before tax as a
investment  |percentage of paid-in 34.70 53.26 62.40 72.35 102.13 89.56
(%) capital
Net profit rate 3.15 4.84 5.87 7.92 10.35 6.72
Earnings per share (NTD) 1.92 3.13 4.11 5.86 8.13 1.24
(Note 1)
Cash flow ratio 7.72 21.37 10.35 10.16 16.11 3.92
Cash flows |Cash flow adequacy ratio 92.92 111.70 90.11 81.35 71.73 77.48
. -
(%) g;‘ls: flow reinvestment 2.34 12.46 1.74 0.12 5.94 1.6
Leverage Operating leverage 1.65 1.40 1.30 1.30 1.19 1.26
g Financial leverage 1.07 1.04 1.03 1.03 1.02 1.02

Changes in financial ratios over the past 2 fiscal years (Analysis is not required for changes less than 20%):
1. The increase in long-term capital to property, plant, and equipment is mainly due to the fact that the increase in capital
expenditure of the new plant in Jiangxi was greater than the increase in long-term capital.
2. The increase in average inventory turnover days is mainly due to fact that the inventory strategy has been adjusted since Q3
2019 as the proportion of high-end products has increased and the supply of high-end materials has been restricted.
3. All items under return on investment have increase by 20%. This is mainly due to the adjustment of product structure, the

increase in the proportion of high-margin products resulted in a substantial increase in net profit.

4. The cash flow ratio and cash flow reinvestment ratio has increased by 20%. This is mainly due to a significant increase in
cash inflow from 2019 operating activities.

Note 1: Earnings per share is calculated based on the weighted average number of shares adjusted retrospectively.
Note 2: Financial information is financial reports reviewed by the CPAs.
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(I1) Financial analysis (standalone) - IFRS

Financial Analyses for the Past Five Fiscal Years
Year
Items of analysis
2015 2016 2017 2018 2019
Debt to assets ratio 46.24 48.67 46.12 43.58 46.35
Financial Long-term capital to
structure (%) |property, plant, and 681.51 768.47 855.87 1,134.72 1,134.02
equipment
Current ratio 35.64 37.28 63.10 49.49 59.31
Quick ratio 32.62 32.86 56.48 43.09 46.89
Solvency (%) Times interest earned
. 13.75 24.84 30.40 43.08 50.39
(times)
Average collection 4.09 3.80 3.41 3.50 3.40
turnover (times)
Average collection days 89.24 96.05 107.04 104.29 107.35
Inventory turnover (times) 17.33 13.39 9.79 10.12 7.66
_ Average payable wrnover 2.74 2.54 2,67 3.43 3.35
Operational (times)
ability Average inventory 21.07 27.26 37.28 36.07 47.65
turnover days
Property, plant, and 2.35 2.94 3.42 4.48 5.68
equipment turnover (time)
Total assets turnover 0.26 0.25 0.26 0.29 0.33
(times)
Return on assets 4.99 7.51 9.53 13.08 16.27
Return on shareholders’ 8.54 13.71 17.54 23.23 29.12
equity
Return on Income before tax as a
investment (%) E:Fr;i:te;;tage of paid-in 24.99 38.65 47.15 59.68 84.59
Net profit rate 17.51 28.35 35.32 43.90 49.03
Barnings per share (NTD) 1.92 3.13 4.11 5.86 8.13
(Note 1)
Cash flow ratio (6.32) (1.13) 0.90 (7.56) 1.64
Cash flows (%) ggzﬂ I:ngv ?g&%ﬁ% gi'ilo 25.09 (6.58) (11.22) (15.80) (10.97)
ratio 59.26 38.66 (770.32) 273.32 330.45
Leverage Operating leverage (1.54) (0.72) (1.52) (0.60) 5.10
9 Financial leverage 0.59 0.72 0.64 0.75 5.07

Changes in financial ratios over the past 2 fiscal years (Analysis is not required for changes less than 20%):

1.

2.

5.

Long-term capital to property, plant, and equipment: The significant increase is mainly due to the increase in profitability and
decrease in fixed assets.

Operational ability: The increase in average inventory turnover days is mainly due to fact that the inventory strategy has been
adjusted since Q3 2019 as the proportion of high-end products has increased and the supply of high-end materials has been
restricted.

The increase in property, plant, and equipment turnover (time) is due to the revenue growth and the decrease in net fixed assets.
Return on investment: The profit after tax has increase by 38.8% compared to 2018. The profitability has greatly increased,
leading to an increase in the rate of return on assets, the rate of return on shareholders equity, the ratio of net profit before tax to
paid-in capital and earnings per share.

Cash flow:The parent company ’s individual revenue accounted for 21.12% of the consolidated revenue. However, for the cost of
capital and the stability of the borrowings, the Group ’s financial borrowings are mainly conducted by in the parent company,
resulting in a long-term low cash flow ratio.

In recent years, net cash from operating activities is mostly outflows and the cash dividend payment rate has exceeded 60%,
resulting in a low cash flow adequacy ratio.

The cash flow reinvestment ratio has significantly increased due to a significant increase in cash dividend distributed and divided
by a negative denominator (negative working capital).

Leverage: Though the increase is greater than 20%, the proportions of fixed cost or financial costs are still low.

Note 1: Earnings per share is calculated based on the weighted average number of shares adjusted retrospectively.
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The formulas for financial ratios are as follows:
1. Financial structure
(1) Debt ratio = Total liabilities / Total assets
(2) Ratio of long-term funds to property, plant, and equipment = (Total equity + Non-current liabilities) / Net property,
plant, and equipment
2. Debt service ability
(1) Current ratio = Current assets / Current liabilities
(2) Quick ratio = (Current assets - Inventory - Prepaid expenses) / Current liabilities
(3) Times interest earned ratio = Earnings before interest and taxes / Interest expenses
3. Operating ability
(1) Accounts receivable turnover rate (including accounts receivable and bills receivable from business activities) =
Net sales / Balance of average accounts receivable in each period (including accounts receivable and bills
receivable from business activities)
(2) Average days for cash receipts = 365 / Accounts receivable turnover
(3) Inventory turnover rate= Cost of sales / Average inventory
(4) Payables turnover rate (including accounts payable and bills payable from business activities) = Cost of sales /
Balance of average accounts payable in each period (including accounts payable and bills payable from business
activities)
(5) Average days for sale of goods = 365 / Inventory turnover
(6) Turnover rate for property, plant and equipment = Net sales / Average net property, plant, and equipment
(7) Total asset turnover rate = Net sales/Average total assets
4. Profitability
(1) Asset return ratio = [Profit or loss after tax + Interest expenses x (1 - Tax rate) ] / Average total assets
(2) Equity return ratio = Profit or loss after tax / Average total equity
(3) Net profit ratio = Profit or loss after tax / Net sales
(4) Earnings per share = (Income attributable to owners of parent company - Preferred shares dividends) / Weighted

average number of shares issued
5. Cash flow

(1) Cash flow ratio = Net cash flows from operating activities / Current liabilities

(2) Cash flow sufficiency ratio = Net cash flow from operating activities for the most recent five years / (Capital
expenditures + Inventory increment + Cash dividends) for the most recent five years

(3) Cash reinvestment ratio = (Net cash flow from operating activities - Cash dividends) / (Gross property, plant, and
equipment + Long-term investment + Other non-current assets + Working capital)

6. Leverage
(1) Operating leverage = (Net operating revenue - Variable operating costs and expenses) / Operating income
(2) Financial leverage = Operating income / (Operating income - Interest expenses)
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V.

VI.

Audit Committee’s Audit report on the most recent annual financial report:
For details, please refer to Appendix 3 (page 100).

Consolidated Financial Statements for the Years Ended December 31, 2019 and

2018, and Independent Auditors’ Report:
For details, please refer to Appendix 4 (page 102).

Stand-alone Financial Statements for the Years Ended December 31, 2019 and

2018, and Independent Auditors’ Report:
For details, please refer to Appendix 5 (page 169).

Up to the Printing Date of this Annual Report, has the Company or Related
CompaniesExperienced Financial Turnover Difficulties: None.
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VII. Review of Financial Conditions, Operating Results, and Risk
Management

l. Review and Analysis Financial Condition

The reasons of the change of assets, liabilities and equity within 2 years and the responses of
the Company. Please specify the future countermeasures if the effects are significant.

(I) Financial statements (consolidated) - IFRS

Unit: NTD thousand

s Year  pec. 31,2019 Dec. 31, 2018 ﬁ:?f‘;‘rjé‘;g Change (%)
Current assets 17,982,751 15,116,866 2,865,885 18.96
Property, plant, and 3,622,555 2,392,737 1,229,818 51.40
equipment

Right-of-use assets 425,833 - 425,833 100.00
Intangible assets 9,675 9,055 620 6.85
Other assets 1,439,534 1,176,646 262,888 22.34
Total assets 23,480,348 18,695,304 4,785,044 25.59
Current liabilities 12,544,426 9,404,083 3,140,343 33.39
Long-term liabilities 1,288,235 905,882 382,353 42.21
Other liabilities 722,156 393,367 328,789 83.58
Total liabilities 14,554,817 10,703,332 3,851,485 35.98
Capital stock 3,029,572 3,029,572 0 0.00
Capital surplus 653,239 653,239 0 0.00
Retained earnings 5,826,110 4,514,841 1,311,269 29.04
Other items under equity (583,390) (205,680) (377,710) 183.64
Total equity 8,925,531 7,991,972 933,559 11.68

® Analysis on changes of more than 20% increase or decrease:
1. The increases in property, plant, and equipment, other assets, and total assets are mainly due to the

increase in prepayments for equipment of Jiangxi factory construction.

2. Right of use asset: We add right of use asset in accordance with IFRS 16 applied in 2019.

3. The increases in current liabilities, long-term liabilities and total liabilities are mainly due to the
increase in revenue due to longer raw material inventory strategy for high-end materials. The
increase in other liabilities is mainly due to the addition of lease liabilities after the adoption of

IFRS 16 in 2019.

4. The increase in retained earnings is mainly due to the increase in profit.

5. The change in other items under equity is mainly due to increase in the exchange difference in the
financial statements of overseas investees due to changes in the exchange rates.

@ Effect of financial position and changes in the most recent fiscal years: No significant effects in

the financial position.

® Future Plan: Not applicable.
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. Review and Analysis Operation Results
2. The main reasons and expected sales volume of the significant changes in operating income,
operating net profit and net profit before tax in the last two years that may affect the company's
future financial business and plan for the response.

(1

Financial statements (consolidated) - IFRS

Unit: NTD thousand

Year Amount of

ltems 2019 2018 difference Change (%)
Net operating income 23,791,315 22,401,722 1,389,593 6.20
Operating cost 19,011,743 19,146,160 (134,417) (0.70)
Gross profit 4,779,572 3,255,562 1,524,010 46.81
Operating expenses 1,676,043 1,471,172 204,871 13.93
Operating profit 3,103,529 1,784,390 1,319,139 73.93
Non-operating income and (9,493) 407,493 (416,986) (102.33)
expenses

Income before taxation 3,094,036 2,191,883 902,153 41.16
Income tax expense 630,736 417,326 213,410 51.14
yee;rpmf'ts of the current 2,463,300 1,774,557 688,743 38.81

® Analysis on changes of more than 20% increase or decrease:

1.

3.

The changes in gross profit, operating income, income before tax, income tax expense,
net profits of the current year are mainly due to the fact that the proportion of high-end
product portfolios (high-speed / high-frequency / low-loss) has continued to rise under
the rapid development of industries such as Network Communication, 5G, and data
centers. Gross profit has increased significantly from14.53% in 2018 to 19.89% in 2019
by 5.36% . Income after tax has increased from 7.92% last year to 10.35% in this year by
2.43%, with a growth rate of 38.81%.

. The decrease in non-operating income is mainly due to the proceed of NTD 277 million

from sales of financial assets profits at fair value through profit and loss, and income of
NTD 157 million from fire insurance claims, where there is no such case in 2019.

The increases in Tax expense and annual profit for the year are mainly due to the increase
in overall profit.

® The main reasons and expected sales volume that may affect the company's future financial
business and plan for the response:
The Company has no public financial forecast, and only sets internal targets based on the
industrial environment and market supply and demand conditions and the company's
operating conditions. The Company will continue to invest more resources in technological
innovation, quality improvement and lowering manufacturing costs to achieve profit targets.

M.
(1

Review and Analysis Cash Flow

Analysis of changes in cash flow in 2019

Unit: NTD thousand

Cash flow from

Cash inflow

Remedies for cash deficit

Beginning cash - L (outflow) from Cash surplus . .
balance r;per?]tmghacltlvmes investing activities (deficit) Investment Financing
or the whole year for the whole year plans plans
3,697,384 2,020,610 (2,179,934) 3,538,060 - -

Analysis of changes in cash flow in this year:
(1) Operating activities: The increase in cash inflow is mainly due to a profit in operation.
(2) Investment activities: Cash inflow is mainly due to disposal of investments under equity method; cash outflow

is mainly due to the increase in capital expenditure.

(3) Financing activities: Cash outflow is mainly due to the distribution of cash dividends, repayment of long- and

short-term borrowings.

(1)

Improvement plans for insufficient cash liquidity: No such matter.
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(111) Cash flow analysis for the future year :
Unit: NTD thousand

Cash flow from Cash inflow Remedies for cash deficit
operating activities (outflow) from Cash surplus
for the whole vear investing activities (deficit)

y for the whole year

3,538,060 3,043,229 (2,949,961) 3,631,328 - -

Analysis of changes in cash flow in this year:
(1) Operating activities: The increase in estimated cash inflow is mainly due to a profit in operation.

(2) Investment activities: Estimated cash outflow is mainly due to the increase in capital expenditure.
(3) Financing activities: Estimated cash outflow is mainly due to the distribution of cash dividends,
repayment of long- and short-term borrowings.

Beginning cash
balance

Investment Financing
plans plans

IV.  The Effect on Financial and Sales of Major Capital Expenditure for the
Most Recent Year:

1. The table of utilization and source of major capital expenditure
Unit: NTD thousand

Actual or planned utilization of
. Actual or expected Actual or Total capital P ital
Project source of capital expected required capita
P completion date g 2019 2020

Jiangxi
Longnan Own funds_and Nov. 30, 2,045,640 1738193 614,322
Factory borrowings 2020
(Phase 1)

2. The effect upon financial operations
The second phase of the Jiangxi plant was newly added. Production capacity was targeted at

600,000 shares. The original first-stage production capacity was 600,000 shares, and was
partially put into production in November 2019. The second-phase production capacity is
expected to be put into operation in 2021, in order to achieve the benefits of the Group's

economic scale.

V. Investment policy in Last Year, Main Causes for Profits or Losses,
Improvement Plans and the Improvement Plans for Coming Year

The Company's reinvestments are focused on long-term strategic objectives. However, when the
Company assesses that the strategic value of an investment is no longer significant, it may be
regarded as a financial investment. The Company's 2019 profit from investment under equity
method was NTD 2,551,923 thousand. This is mainly due to the stable profit of the reinvestment
business. In the future, the Company will continue to carefully evaluate the reinvestment plan

based on the principle of long-term strategic investment.

VI. Risk Matters

(I) The effect upon the company's profits/losses of interest and exchange rate fluctuations and
changes in the inflation rate, and response measures to be taken in the future

1. Interest rate changes and future measures
The Company always pays attention to the trend of interest rate changes, maintains

close connection with banks to obtains better interest rate conditions, so as to reduce
the interest cost of the Company.
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Unit: NTD thousand

2019 Asa 2018 Asa Change in the
Items percentage in
Amount | percentage of Amount percentage of
revenue
revenue revenue
Financial costs 70,731 0.30% 53,026 0.24% 0.06%

2. Exchange rate changes and future measures
The Company always pays attention to the trend of exchange rate changes and

balances the Group's foreign exchange exposure positions to reduce the Company's

related exchange rate risk.

Unit: NTD thousand

2019 Asa 2018 Asa Change in the
Items percentage in
Amount | percentage of Amount percentage of
revenue
revenue revenue
Gain (loss) on
foreign (68,193) -0.29% 11,050 0.05% 0.34%
exchange

3. Status of inflation

The recent moderate growth in inflation has little effect on costs and selling prices. In

the future, we will continue to pay attention to inflation and make appropriate
adjustments in cost control and quotation.

(1) The company's policy regarding high-risk investments, highly leveraged investments, loans
to other parties, endorsements, guarantees, and derivatives transactions; the main reasons for

the profits/losses generated thereby; and response measures to be taken in the future

The entities for which the Company makes endorsement/guarantee and capital loans are all

100% investees of the Company.
Unit: NTD thousand
Aasa Basa
percentage of | percentage of
dividual enfities Ceilings Acwi'sgg"’“”t 2019 Q4 net | 2019 Q4 net
A B worth stated on|worth stated on
the financial | the financial
report report
Inspire Investments Ltd. 1,394,270 151,588 15.62 1.70
International Partners Ltd. 2,353,630 987,197 26.37 11.06
ITEQ WUXI 239,840 0 2.69 0
Total amount of 44.68 12.76
endoresement/guarantee provided by 3,987,740 1,138,785
the parent company (Note)

Note:The amount of repeated common borrowings by the Company and its subsidiaries has been

deducted.

1. Endorsement and guarantees are provided to subsidiaries and sub-subsidiaries in
which the Company holds 100% of shares for financing purposes.

2. The aggregate balance of endorsements/guarantees provided by the Company shall hundred
exceed 100% of the Company’s net worth, and the amount of hundred/guarantees provided by

the Company for any single entity shall not exceed 100% of the Company’s net worth.

Unit: NTD thousand
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A as a percentage of | B as a percentage of
Ending balance Actual amount| 2019 Q4 net worth | 2019 Q4 net worth
The lender of fund A used stated on the stated on the
B financial report financial report
(Note) (Note)

Inspire Investments Ltd. 386,930 386,930 4.34 4.34
ITEQ DG 859,500 558,675 9.63 6.26
ITEQ WUXI 1,390,429 530,929 15.58 5.95
ITEQ(HK) Ltd. 11,635 11,635 0.13 0.13
Total amount of loans within the Group 2,648,494 1,488,169

Note: The Company's 2019 annual net equity is NTD 8,925,531 thousand.

1.

2.

Loans are provided to subsidiaries and sub-subsidiaries in which the Company holds 100% of
shares for short-term financing purposes.

The total amount of the loan provided by subsidiaries and sub-subsidiaries to others, and the
amount of loan to a single entity are limited to no more than 600% of the recent net worth of
each borrower. However, if the loan limit for the borrower is greater than 20% of ITEQ’s net
worth stated in the most recent financial statements, ITEQ’s 20% net worth stated in the most
recent financial statements shall be the upper limit.

For a sound financial and operation, the Company has formulated "Procedures for Endorsement
and Guarantee", "Procedures for Lending Funds to Other Parties”, "Procedures for Acquisition
or Disposal of Assets™ (which covers procedures for derivative trading). In the most recent year
and as of the printing date of the annual report, the consolidated companies have not engaged in
high-risk, highly leveraged investment matters, nor have they engaged in derivatives trading.
Matters such as engaging in lending of funds to others and providing endorsement & guarantees
for others are handled in accordance with relevant regulations, and are regularly audited and
declared in accordance with the law.

(1) Research and development work to be carried out in the future, and further expenditures

expected for research and development work
For details, please refer to “Technology and R&D” in “Operating Highlights”. (Page 62)

(V) Effect on the company's financial operations of important policies adopted and changes in the

V)

(V1)

legal environment at home and abroad, and measures to be taken in response:

The consolidated companies consult with lawyers, accountants and other relevant professional
units for important domestic and foreign policy and legal changes. When necessary, the
companies also entrust such units with evaluation, recommendation and planning of
corresponding measures to achieve compliance with the law and reduce the adverse impact on
financial business. In the most recent year and up to the printing date of the annual report, the
consolidated companies have not been affected by important domestic and foreign policy and
legal changes that have affected the financial business.

Effect on the company's financial operations of developments in science and technology as well
as industrial change, and measures to be taken in response.

In the most recent year and up to the printing date of the annual report, the consolidated
companies have not been affected by changes in technologies or industries that have affected
the financial business. The companies also usually pay close attention to the industrial
environment of their industries and related emerging technologies, in order to respond to
changes in technology or industry spontaneously. In addition to continuously increasing
investment in R&D, the companies also make appropriate business adjustments and maintain
stable and flexible financial management to meet the challenges of technological change.

Effect on the company's crisis management of changes in the company's corporate image, and
measures to be taken in response.
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The Company always upholds the professional and honest business principles, and attaches
importance to corporate image, risk control and implementation of corporate governance. The
Company has established an operation and management committee to coordinate the
Company's cross-departmental use of resources, build consensus, and understand the
Company's capital operations, business conditions and major capital expenditures. The
Committee also propose improvements and suggestions to facilitate the integration of
operations and the improvement of efficiency and effectiveness. Through the execution of the
Company's executive power, the Company's vision and strategy can be implemented, and
excellent management talents are introduced. This has a positive effect on corporate image and
helps to manage corporate crisis more effectively.

(V1) Expected benefits and possible risks associated with any merger and acquisitions (M&A), and

mitigation measures being or to be taken
So far, the Company has no plans for merger or acquisition.

(VI1I) Expected benefits and possible risks associated with any plant expansion, and mitigation

(IX)

measures being or to be taken

The Company has expanded its Jiangxi Longnan plant because the Dongguan and Guangzhou
plants in South China are at their full capacity. In order to meet the current and future market
demands, on Feb. 6, 2020, the Board of Directors decided to invest 600,000 shares to the
second phase of the Jiangxi Longnan Plant in mainland China. As the PCB output value in
mainland China is expected to grow at a rate of 5 to 7% per year in the next few years, the PCB
industry in Mainland China is and will be dominating the global output value changes, and no
other region can replace it. Therefore, this investment case is beneficial to the Company's
business development. Funding plans related to factory expansion are mutually supported by
mainland subsidiaries to alleviate capital needs.

Risks associated with any consolidation of sales or purchasing operations, and mitigation
measures being or to be taken.

1. Purchases
At present, the main raw material are procured from multiple suppliers. The Company
continues to seek out for different suppliers to disperse the risk, so there is no risk of
concentration of purchases when the required raw materials are obtained in a timely
manner.

2. Sales
The sales targets are mainly domestic and foreign well-known PCB manufacturers and
they have high competitiveness. There is currently no situation and risk of excessive
concentration of sales. In addition, in response to the strong demand for loV, 10T, smart
homes, smart phones, tablets, and servers brought by cloud computing, the Company
adjusts its production and sales structure, actively expands the market size and develops
new customers, in order to minimize possible risks.

(X) Effect upon and risk to the company in the event a major quantity of shares belonging to a

director, or shareholder holding greater than a 10 percent stake in the company has been
transferred or has otherwise changed hands, and mitigation measures being or to be taken.
There is no event of a major quantity of shares belonging to a director, or shareholder holding
greater than a 10 percent stake in the Company has been transferred or has otherwise changed
hands in the most recent year and as of the printing date of this annual report. In addition, the
Company keeps in close contact with major shareholders, so as to minimize the negative
impact on the Company's stock price and other shareholders.

(XI) Effect upon and risk to company associated with any change in governance personnel or top

management, and mitigation measures being or to be taken
There is no changes in governance personnel or top management in recent year and as of the
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printing date of the annual report.

(XI1) Litigation or non-litigation events:

Parties Cause in Amount in Current status Evaluation of
involved dispute dispute management
Custom of |[Custom duty|EUR Cases 1 to 4: The Supreme Administrative Court |1. Probability of
Italy and tariff  |524,713.97 (third trial) ruled that the Company lost the case. |  winning: low.
Case 5 to 6: The court of second trial ruled that |2. Probability of
the Company won the case. After the customs losing: high. If the
appealed to the Supreme Administrative Court case is lost, the
(third trial), it was sent back to the second trial guarantee cannot
for retrial. At present, no judgment has been be recovered.
decided yet.
Case 7 to 9: The court of second trial ruled that
the Company won the case, and the customs
appealed to the Supreme Administrative Court,
which is now the highest administrative court
(third trial). No judgment has been decided yet.

(XI11)Other important risks, and mitigation measures being or to be taken
Please refer to “Implementation of risk management policies and risk assessment standards”
in “other important information for better understanding the Company’s corporate governance
system” of “Corporate Governance”. (Page41).

VII. Other Important Matters: None.
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VIII.

Special Disclosure

Information of the Affiliated Company

(I) Corporate Organization Chart
ITEQ CORPORATION
(ITEQ Corp.)
100% 100%
¥ v
ITEQ International Ltd. Bang Mao Investments
(ITEQ International) Corporation (Note 1)
(Bang Mao)
l 100%
ITEQ Holding Ltd.
(ITEQ Holding)
1o0% 100% 100% 100% 100%
¥ ¥ ¥ ¥
Inspire Eagle Great Ever Smart International ITEQ (Hong
Investments Investment International Partners Ltd. Kong) Ltd.
Ltd (I1L) Ltd. (Eagle Corporation (IPL) (ITEQ (HK))
Great) (ESIC)
100%
100% 0%
100% 00%

ITEQ (Huangjiang)

Corpol

(ITEQ HJ)

ration

Dongguan ITEQ
Electronic Technology
Co. Ltd.

Guangzhou ITEQ
Electronics Technology
Co., Ltd.

ITEQ (Wuxi) Electronics |
Technology Co., Ltd.
(ITEQ WUXI)

(ITEQ DG) (ITEQ G2)

Ei% Zi%

h A ¥ ¢

Jiangxi ITEQ Electronics
Technology Co., Ltd.
(ITEQ JX)

Date of source: Dec. 31, 2019

(1

Industries covered by all the affiliates

The industries covered by the business operations of all company's affiliates are mainly
based on "Global Multilayer Board Materials and Multilayer Board Professional OEM
Services", while some of the affiliated companies have "investment services" as their
main business focus. Through technology, production capacity, marketing and mutual
support of services, the Company creates maximum synergy. For a long time, the
Company has been adhering to the concept of "innovation, cooperation, excellence,
quality assurance”, etc., and continues to develop new products, encourage employees to
produce and use patents, so as to maintain the leading position in the market and industry.

91



(1) Basic information on affiliates

Dec. 31, 2019; Unit: NTD thousands / thousand shares (unless specified otherwise)

':?fwi?t;f Principal business E:Zgji_tlaq Incgra;)tgrgtion Address Main products
Bangmao . .
Inve%tment Co., |Investment 70,000| Apr. 27,1998 SF'.' No. 27.’ Yanyi Rd North Dist., -
Ltd. Hsinchu City 300, Taiwan
Clarence Thomas Building, P.O. Box
ESIC Investment 389,740| Aug. 28, 2000 {4649, Road Town, Tortola, British -
Virgin Islands
IPL Import/Export 14,990| Jul. 10, 2002 |21d Floor, Building B,SNPF Plaza, .
Savalalo, Apia, Samoa
Vistra Corporate Services Centre,
L Import/Export 29,980| Mar. 21, 2003 |Ground Floor NPF Building, Beach -
Road, Apia, Samoa
ITEQ Vistra Corporate Services Centre,
International  |Investment 1,850,336| Mar. 16, 2004 |Ground Floor NPF Building, Beach -
Ltd. Road, Apia, Samoa
Vistra (Cayman) Limited, P.O. Box
. 31119 Grand Pavilion, Hibiscus Way,
ITEQ Holding |Investment 1,850,336| Mar. 16, 2004 802 West Bay Road, Grand Cayman, -
KY1-1205, Cayman Islands
Mainland China Vi_stra Corporate Services Center,
Eagle Great Reinvestment 254,800| Sep. 1, 2005 [Wickhams Cay Il, Road Town, Tortola, -
VG1110, British Virgin Island
Mainland China 1004 Axa Centre, 151 Gloucester
ITEQ (HK) Reinvestment 725,516/ Jun. 20, 2008 Road, Wan Chai, Hong Kong )
Production and No. 3, Chunhuizhong Rd., Xishan
sales of prepreg and Economic Development Area, Prepreg and Copper
ITEQ WUXI copper clad 1,229,180) Mar. 21, 2002 Dongting Town, Xishan District, Wuxi [Clad Laminate
laminate. City, Jiangsu Province, China
Production and No. 168, Dongfang Avenue, Nanfang
sales of prepreg and Industrial Area, Beizha Village, Humen|Prepreg and Copper
ITEQ DG copper clad 599,600| Apr. 4, 2002 Town, Dongguan City, Guangdong Clad Laminate
laminate. Province, China
Production and No. 13, Binhe Rd., Zhentianxin
ITEQ HJ sales of mass 254,800( Sep. 1, 2005 |Village, Huangjiang Town, Dongguan [Mass Lamination
lamination. City, Guangdong Province, China
Production and No. 2, Huafeng Rd., Yongho
ITEQ GZ sales of prepreg and 710526/ Feb. 15, 2006 Econom!cs District, Guangzhou Prepreg ar_ld Copper
copper clad Economics Technology Development |Clad Laminate
laminate. District, Guangzhou Province, China
. Ganzhou Electronics Information
Production and
sales of prepreg and Industry Technology Town, Longnan Prepreg and Copper
ITEQ JX 623,584| May 17, 2018 |Economics Technology Development .
copper clad Distri Clad Laminate
laminate. istrict, Longnan County, Ganzhou

City, Jiangzi Province, China

Note 1: Shining Era has completed dissolution, liquidation and cancellation of company registration in Oct. 2019.
Note 2: Mega Crown has completed dissolution, liquidation and cancellation of company registration in Oct. 2019.
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(IV) Where there is considered to be a controlled and subordinate relation, the information of the

same shareholders: None.

(V) Information on directors, supervisors, and presidents of affiliates

Dec. 31, 2019
Ratio of shareholding
Company name Title Names or representative Shares (Thousand Ratio of
Shares) shareholding
Bangmao Investment . ITEQ e 0
Co.. Ltd. Chairman CORPORATION Chin-Tsai, Chen 7,000 100%
. ITEQ . . 0
ESIC Chairman CORPORATION Chin-Tsai, Chen 10,750 100%
. ITEQ . . 0
IPL Chairman CORPORATION Chin-Tsai, Chen 500 100%
. ITEQ . . 0
L Chairman CORPORATION Chin-Tsai, Chen 1,000 100%
. . ITEQ . .
ITEQ International Chairman CORPORATION Chin-Tsai, Chen 18,500 100%
. . ITEQ . . 0
ITEQ Holding Chairman CORPORATION Chin-Tsai, Chen 18,500 100%
. ITEQ . .
Eagle Great Chairman CORPORATION Chin-Tsai, Chen 8,499 100%
. ITEQ . .
ITEQ (HK) Chairman CORPORATION Chin-Tsai, Chen 24,200 100%
Chairman ITEQ Mao-Chen, Tsai
- ——— . 0
ITEQ WUXI (Note 4) D!rector CORPORATION Hsin-Hui, Tsal_ 0 100%
Director Mao-Sung, Tsai
Chairman ITEQ Mao-Chen, Tsai
ITEQ DG (Note 4) D!rector CORPORATION Hsin-Hui, Tsal_ 0 100%
Director Mao-Sung, Tsai
Chairman ITEQ Mao-Chen, Tsai
1 in- 1 i 0
ITEQ HJ (Note 4) D!rector CORPORATION Hsin-Hui, Tsal_ 0 100%
Director Mao-Sung, Tsai
Chairman Mao-Chen, Tsai
Director ITEQ Hsin-Hui, Tsai 0
ITEQ GZ (Note 4) Director CORPORATION | Jung-Tsan, Chou 0 100%
Supervisors Yi-Hsing Liu
Chairman Hsin-Hui, Tsai
Director ITEQ Mao-Sung, Tsai 0
ITEQ X (Note 1, 4) Director CORPORATION | Jung-Tsan, Chou 0 100%
Supervisors Yi-Hsing Liu

Note 1:
Note 2:
Note 3:
Note 4:

representative: Hsin-Hui, Tsai. Director: Wei-Kuang, Chu.

Mega Crown has completed dissolution, liquidation and cancellation of company registration in Oct. 2019.

Comprehensive shareholdings from the Group. ESIC holds 50%, ITEQ DG holds 25%, and ITEQ WUXI holds 25%.
Shining Era has completed dissolution, liquidation and cancellation of company registration in Oct. 2019.

ITEQ WUXI has completed the change of responsible person in Apr. 2020. New Chairman: Chin-Tsai, Chen. Director and legal

ITEQ DG has completed the change of responsible person in May 2020. New Chairman: Chin-Tsai, Chen. Director and legal

representative: Hsin-Hui, Tsai. Director: Wei-Kuang, Chu. Supervisors: Yi-Hsing, Liu

ITEQ GZ has completed the change of responsible person in Apr. 2020. New Chairman: Chin-Tsai, Chen. Director and legal

representative: Hsin-Hui, Tsai. Director: Wei-Kuang, Chu. Supervisors: Yi-Hsing, Liu

ITEQ HJ will change the responsible person in May 2020. New Chairman: Chin-Tsai, Chen. Director and legal representative:

Hsin-Hui, Tsai. Director: Wei-Kuang, Chu. Supervisors: Yi-Hsing, Liu

ITEQ JX has completed the change of responsible person in Mar. 2020. New Chairman and legal representative: Chin-Tsai, Chen.

Director Hsin-Hui, Tsai. Director: Wei-Kuang, Chu. Supervisors: Yi-Hsing, Liu
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(VI) Operation summary of affiliates

Dec. 31, 2019 / Unit: NTD thousands

Paid-in ... | Stockholders' Operating Operating | Current period | Earnings
Company name . Total assets | Total liabilities ] . ] .
Capital Equity income profit net profit | per share
Bangmao Investment Co., Ltd. 70,000 147,489 2,277 145,212 0 (227) 38,811 -
Ever Smart International Co.,
Ltd. (ESIC) 389,740 4,375,931 112,029 4,263,903 0 (121) 596,427 -
'”tema“on("’l"P'i‘;‘””erS Ld. 14,990 1,327,044| 1,299,242 27.802| 1,937,166 7,449 6,644 -
Inspire '”‘(’ﬁ‘j’f;“e”ts Ltd. 29,980 861,473 713,053 148,420  1,069,361|  (33,256) (35,035) -
ITEQ International Ltd. 1,850,336| 11,939,940 320,780| 11,610,160 0 of 251480 -
(ITEQ International)
ITEQ Holding Ltd. 1,850,336 11,939,933 329,780 11,610,153 0 (213) 2,514,820 -
Eagle Great 254,800 421,311 124 421,186 3,056 (91) 62,888 -
ITEQ(Hong Kong) Ltd. i
(ITEQ (HK)) 725,516 6,802,149 896,357 5,905,792 0 (293) 1,884,103
ITEQ WUXI 1,229,180 8,229,484 3,753,940 4,475,544 10,826,249 1,727,992 1,492,314 -
ITEQ DG 599,600 7,309,414 3,202,863 4,106,551 9,728,510 767,428 625,535 -
ITEQHJ 254,800 717,332 312,357 404,975 701,070 85,311 62,732 -
ITEQ GZ 710,526 3,759,611 1,471,035 2,288,577 5,647,180 531,048 399,615 -
ITEQ JX 623,584 2,577,496 2,038,971 538,526 240,790 (55,529) (55,300) -

Note: Shining Era has completed dissolution, liquidation and cancellation of company registration in Oct. 2019.
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V.

(V1) Affiliates Consolidated Financial Statement Announcement is as follows:

Statement of Declaration

For the fiscal year of 2019 (From Jan. 1, 2019 to Dec. 31, 2019),
the companies which should be included in the consolidated financial
statements of the Company pursuant to the Affiliates Consolidated
Business Reports and Consolidated Financial Statements Preparation
of Affiliation Reports are the same as those should be included
pursuant to the International Financial Reporting Standards 10 and
also the affiliates consolidated financial statements should be disclosed
information on supra parent company have already been disclosed in
the consolidated financial statements of the Company. Therefore, the
Company will not prepare a separate affiliates consolidated financial
statements.

Hereby declared by

Company name: ITEQ CORPORATION

Chairman: Chin-Tsai, Chen

March 17, 2020

(V1) The Company is not a subsidiary of another company. Thus, affiliated enterprises report is
not required.

Private Placement Securities in the Most Recent Year: None.

The Shares of Parent Company Acquired or Disposed of by Subsidiaries in the
Most Recent Year: None.

Other supplementary information: None.

Situations Listed in Article 36, Paragraph 3, Subparagraph 2 of the Securities
and Exchange Act Which Might Materially Affect Shareholders' Equity or the
Price of the Company's Securities Occurring During the Most Recent Fiscal
Year or During the Current Fiscal Year up to the Date of Publication of the
Annual Report: None.
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[Appendix 1] 2020 Independent Auditors’ Declaration of Independence

Assessment report on the independence and competency of CPAs retained by the

Company
One. Statutory Provisions

() Inaccording with Article 29 of the "Corporate Governance Best Practice Principles for.
TWSE/GTSM Listed Companies”, the Company should select professional, responsible and
independent CPA to regularly check the Company's financial status and internal control.

(I1)  The Company assesses the CPAs for their independence on a regular basis (once a year). If

the Company has not changed its CPAs for five consecutive years or is subject to disciplinary

action or damage to its independence, the Company shall consider whether it is necessary to

change the CPAs and report the results to the board of directors.

(1) According to Article 68 of the No. 46 “Quality Control For Firms”) of the "Statements of
Auditing Standards", the host CPA should be rotated after a certain period (usually not more

than 7 years), with a certain interval (no shorter than 2 years).

Two. Assessment results:
I.  The Company's CPAs in the last five years and the opinions issued are listed as follows:

Year Accounting firm CPA Audit opinions

2015 ;r?(;_gg-e\]g,nl,_l\l;\?e nngg Deloitte & Touche Unqualified opinion
2016 ;#(;'g:_e\]%nﬁﬁ r;]gg Deloitte & Touche Unqualified opinion
2017 ;#(;'g:_e\]%nﬁﬁ r;]gg Deloitte & Touche Unqualified opinion
2018 ;#(;'g:_e\]g'nﬁmr;% Deloitte & Touche Unqualified opinion
2019 g:gg%'j;uv\\;sgg Deloitte & Touche Unqualified opinion

I. Evaluation of various relationships between CPAs and the Company.

“Integrity, Objectivity and Independence” are as follows:

(1) The evaluation results in accordance with Code of Ethics for Professional Accountants No.10

Compliance
Independence . with
independence
requirements
No. Description Yes No
1 The accountants should avoid and should not accept the engagement when they may have involved in v
any direct or material indirect interests which may impair their impartiality and independence.
The audit or review of financial statements provides a wide range of potential statement users with a
high or moderate but not absolute confidence herein. In addition to maintaining substantial
2 | independence, accountants' independence in fact is even more important. Therefore, the members of | V
audit team, and the partners of the accounting firm and any of affiliates must be always independence
with his/their clients.
A professional accountant shall be honest, objective and keeping the spirit of independence, to serve the
community.
(1) Integrity: Accountants should perform professional services with integrity and rigor.
3 (2) Objectivity: Accountants should maintain a fair and objective attitude when performing professional v
services, and at the same time avoid conflicts of interest that affect their independence.
(3) Independence: The accountant should maintain their substantial independence and independence in
fact, when performing the audit or review of the financial statements and express their opinions
fairly.
4 Independence is related to integrity, fairness and objectivity. Lack or loss of independence will affect the v
standpoint of integrity and fairness and objectivity.
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Independence

Compliance
with
independence
requirements

Independence may be affected by self-interest, self-assessment, defense, familiarity and coercion.

\Y

Independence is affected by self-interest, which refers to obtaining financial benefits through clients, or
conflicts of interest with clients due to other interests. Situations that may have such effects usually
include:

(1) There is a direct or material indirect financial interest relationship with the client.

(2) There is financing or guarantee with the client or client’s directors or supervisors.

(3) The possibility of losing a client.

(4) Close business relationship with clients.

(5) Potential employment relationship with the client.

(6) Contingent audit fees related to the audit case.

Independence is influenced by self-assessment, which means that accountants perform reports or
judgments made in non-audit service cases, and such reports or judgments serve as an important basis
for checking conclusions in the process of checking or reviewing financial information. Or, members of
the audit service team have served as directors and supervisors of audit clients, or held positions that
directly and significantly influenced the audit case. Situations that may have such effects usually
include:

(1) The members of the audit service team have served as directors and supervisors, managers of clients

or positions within the past two years that have a significant impact on audit cases.
(2) Non-audit services provided to clients will directly affect important items in audit cases.

Independence is influenced by the defense, which means that the members of the audit service team
become defenders for the client’s position or opinion, causing their objectivity to be questioned.
Situations that may have such effects usually include:

(1) Promote or be a sales agent of shares or other securities issued by clients.

(2) Act as a defender of audit clients, or coordinate conflicts with other third parties on behalf of clients.

The impact of familiarity on independence refers to the close relationship with clients, directors,

supervisors, and managers, which causes accountants or members of the audit service team to pay

excessive attention or sympathy to the interests of clients. Situations that may have such effects usually

include:

(1)Has a relative relationship with the directors and supervisors, managers of the client or those who
have a significant influence on the audit case.

(2)Co-working accountants within one year before dismissal serving as the clients’ directors,
supervisors or managers, or positions that have a significant influence on audit cases.

(3) Receiving gifts or gifts of great value from clients, their directors, supervisors and managers.

10

The impact of coercion on independence means that members of the audit service team have suffered or

felt intimidation from clients, preventing them from maintaining objectivity and clarifying professional

suspicions. Situations that may have such effects usually include:

(1) Accountants are required to accept improper management choices in accounting policies or improper
disclosure in financial statements.

(2) In order to reduce audit fees, pressure is put on accountants to improperly reduce the audit work that
should be performed.

11

The accounting firm and the members of the audit service team are responsible for maintaining
independence. When maintaining independence, the impact of the content of the work performed on
independence should be considered, and measures should be established to eliminate the
aforementioned impact or reduce it to an acceptable level.

12

When it is confirmed that the impact on independence is significant, the accounting firm and members
of the audit service team shall adopt appropriate measures to eliminate the impact or reduce it to an
acceptable level and record the conclusion.

13

If no measures are taken or the measures adopted cannot effectively reduce the impact on independence
or reduce to an acceptable level, the accountant should refuse to execute the audit case to maintain its
independence.

(2) Assessment of suitability
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Suitability Assessment

No. Description Yes | No

1 | Qualified as accountants to carry out accountant services. \

No penalty imposed by the competent authority and the Institute of ROCCPA, or in accordance with the
provisions of Paragraph 3, Article 37, of the Securities and Exchange Act.

3 | Possesses knowledge of related industries of the client. \%

Performs the review of financial statements in accordance with the “Generally Accepted Auditing
4 | Standards” and the “Regulations Governing Auditing and Attestation of Financial Statements by Certified | V
Public Accountant”, and prepare verification work drafts.

5 | Uses the status of accountant for unfair competition in industry and commerce. \%

Three. Conclusion:

Based on the above analysis, it is evaluated that Cheng-Hsiu, Yang and Po-Jen, Weng of Deloitte &
Touche, who were proposed to be retained for the audit of the Company's 2020 annual financial statements,
are considered independent and competent. This matter is submitted to the board of directors for
resolution.

Authorization: Chin-Tsai, Chen  \Verification: Hsin-Hui, Tsai  Evaluator: Jung-Tsan, Chou
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[Appendix 2] The declaration of internal control policies

ITEQ CORPORATION

Declaration of Internal Control
Date: Mar. 17, 2020
Based on the findings of a self-assessment, the Company states the following with regard to its internal

control system during the year 2019:

VI.

VIL.

The Company understands that the establishment, implementation and maintenance of internal control
system are the responsibility of the Board of Directors and managers of the Company. The Company
already established such system. Our internal control is a process designed to provide reasonable
assurance over the effectiveness and efficiency of our operations (including profitability, performance
and safeguarding of assets), reliability, timeliness, transparency of our reporting, and compliance with
applicable rulings, laws and regulations.

Any internal control system has its inherent limitations. No matter how well an internal control system
is designed, it can only provide reasonable assurance regarding the achievement of the above three
objectives. Moreover, the effectiveness of an internal control system may be altered as a result of
changes in the environment and circumstances. Nevertheless, our internal control system contains
self-monitoring mechanisms, and the Company takes immediate remedial actions in response to any
identified deficiencies.

The Company evaluates the design and operating effectiveness of its internal control system based on
the criteria provided in the Regulations Governing the Establishment of Internal Control Systems by
Public Companies (herein below, the “Regulations”). The criteria adopted by the Regulations identify
five key components of managerial internal control: (1) control environment, (2) risk assessment, (3)
control activities, (4) information and communication, and (5) monitoring activities. Each criteria
includes several items. For the aforementioned items, please refer to the “Regulations”.

The Company has evaluated the design and operating effectiveness of its internal control system
according to the aforesaid regulations.

Based on the findings of such evaluation, the Company believes that, on Dec. 31, 2019, it has
maintained, in all material respects, an effective internal control system (that includes the supervision
and management of our subsidiaries), to provide reasonable assurance over our operational
effectiveness and efficiency, reliability, timeliness, transparency of reporting, and compliance with
applicable rulings, laws and regulations.

This Statement is an integral part of the Company’s annual report and prospectus, and will be made
public. Any falsehood, concealment, or other illegality in the content made public will entail legal
liability under Articles 20, 32, 171, and 174 of the Securities Exchange Act.

This Statement was passed by the Board of Directors in their meeting held on Mar. 17, 2020, with 0 of
the 9 attending directors expressing dissenting opinions, and the remainder all affirming the content of
this Statement.

ITEQ CORPORATION

Chairman: Chin-Tsai, Chen

President: Hsin-Hui, Tsai
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[Appendix 3] Audit Committee’s review report on the financial report for the most recent fiscal year

ITEQ CORPORATION

Audit Committee’ Review Report

We have audited the 2019 financial reports (incl. consolidated and standalone
financial statements) and business report. The aforementioned financial statements are
audited by Cheng-Hsiu, Yang and Po-Jen, Weng of Deloitte & Touch, and the CPAs
have issued a report with unqualified opinions. The aforementioned financial reports and
business report have been reviewed by the Audit Committee, and deemed correct. We
hereby submit the reports in accordance with Securities Exchange Act and the Company
Act.

Convener of the Auditing Committee: Po-Chiao, Chou

March 17, 2020
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ITEQ CORPORATION

Audit Committee’ Review Report

2019 Earnings Distribution Table submitted by the Board of Directors The
distribution of retained earnings have been reviewed by the Audit Committee, and
deemed correct. We hereby submit the reports in accordance with Securities Exchange

Act and the Company Act.

Convener of the Auditing Committee: Po-Chiao, Chou

May 5, 2020
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[Appendix 4] Consolidated Financial Statements for the Years Ended December 31, 2019 and 2018,

and Independent Auditors’ Report
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ITEQ Corporation and Subsidiaries
Consolidated Financial Statements for the

Years Ended December 31, 2019 and 2018 and
Independent Auditors’ Report
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
ITEQ Corporation

Opinion

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

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 International
Financial Reporting Standards (IFRS), International Accounting Standards (IAS), IFRIC Interpretations
(IFRIC), and SIC Interpretations (SIC) endorsed and issued into effect by the Financial Supervisory
Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and auditing standards generally accepted in the
Republic of China. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with The Norm of Professional Ethics for Certified Public
Accountant of the Republic of China, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the year ended December 31, 2019. These matters were

addressed in the context of our audit of the consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.
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Assessment of Inventory

The inventory of the Group is susceptible to price fluctuations and obsolescence due to changes in
demand for finished goods and raw materials caused by price fluctuations in the market. Management
estimated the allowance for impairment loss of inventory based on its historical stock sales, and market
conditions may also influence management’s reasonableness in estimating the allowance for impairment
loss of inventory. Therefore, we identified inventory as a key audit matter. Refer to Notes 5 and 9 to the
consolidated financial statements for disclosures on the relevant accounting estimates and uncertainties
and other detailed information.

The audit procedures that we performed for inventory were as follows:

1.  We understood and tested the design and implementation of the internal control related to inventory,
which included the evaluation of the impairment and obsolescence of inventory which were
recognized and approved by management.

2. To verify the existence and the completeness of the inventory, we obtained the year-end inventory
guantity and compared it with the year-end inventory count data. We also participated and observed
the year-end inventory count. We assessed the condition of the inventory to evaluate the
reasonableness of the inventory impairment provisions for obsolete and damaged goods.

3. We selected samples from the year-end inventory record details and compared the purchase price of
raw materials or sales price of inventories and we recalculated the net realizable value to confirm the
correctness of its calculation. We took samples and compared the net realizable value of inventories
with their carrying amount to assess the reasonableness of the inventory impairment provisions.

4. We obtained and verified the slow-moving inventory and the aging report of inventory in detail,
analyzed the difference between the current and prior years, and recalculated the impairment of
obsolete inventory to confirm the correctness of its calculation.

Other Matter

We have also audited the parent company only financial statements of ITEQ Corporation as of and for the
years ended December 31, 2019 and 2018 on which we have issued an unmodified opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

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

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

Those charged with governance, including the audit committee and supervisors, are responsible for
overseeing the Group’s financial reporting process.
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Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the auditing standards generally accepted in the Republic of China
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with the auditing standards generally accepted in the Republic of China,
we exercise professional judgment and maintain professional skepticism throughout the audit. We also:

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

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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

5. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient and appropriate audit evidence regarding the financial information of entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision, and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements for the year ended
December 31, 2019 and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partners on the audit resulting in this independent auditors’ report are Chen-Hsiu Yang
and Po-Jen Weng.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 17, 2020

Notice to Readers

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

For the convenience of readers, the independent auditors’ report and the accompanying consolidated
financial statements have been translated into English from the original Chinese version prepared and
used in the Republic of China. If there is any conflict between the English version and the original
Chinese version or any difference in the interpretation of the two versions, the Chinese-language
independent auditors’ report and consolidated financial statements shall prevail.
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ITEQ CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Note 6) $ 3,538,060 15 $ 3,697,384 20
Financial assets at fair value through profit or loss - current (Note 7) 93,019 1 40,771 -
Net accounts receivable and notes receivable (Note 8) 10,599,239 45 8,806,881 47
Other receivables (Notes 20 and 24) 214,796 1 309,906 2
Inventories, net (Notes 9 and 20) 2,663,876 11 1,590,643 8
Other current assets (Note 14) 873,761 4 671,281 4
Total current assets 17,982,751 77 15,116,866 81
NON-CURRENT ASSETS
Financial assets at fair value through profit or loss - non-current (Note 7) - - 55,998 -
Financial assets at fair value through other comprehensive income - non-current (Note 10) 28,505 - 29,434 -
Property, plant and equipment (Notes 11 and 20) 3,622,555 15 2,392,737 13
Right-of-use assets (Notes 12 and 25) 425,833 2 - -
Intangible assets (Note 13) 9,675 - 9,055 -
Deferred tax assets (Note 21) 219,744 1 101,875 1
Other non-current assets (Notes 14, 17 and 25) 1,191,285 5 989,339 5
Total non-current assets 5,497,597 23 3,578,438 19
TOTAL $ 23,480,348 100 $ 18,695,304 100
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term borrowings (Note 15) $ 3,374,824 14 $ 3,258,454 17
Short-term bills payable, net (Note 15) 389,819 2 389,827 2
Accounts payable and notes payable 6,383,549 27 4,272,168 23
Other payables 1,298,996 6 734,141 4
Current tax liabilities (Note 21) 865,270 4 570,668 3
Provisions - current (Note 16) 23,173 - 17,417 -
Lease liabilities - current (Notes 12 and 25) 51,830 - - -
Current portion of long-term borrowings (Note 15) 117,647 - 117,647 1
Other current liabilities 39,318 - 43,761 -
Total current liabilities 12,544,426 53 9,404,083 50
NON-CURRENT LIABILITIES
Lease liabilities - non-current (Notes 12 and 25) 329,235 1 - -
Long-term borrowings, net of current portion (Note 15) 1,288,235 6 905,882 5
Deferred tax liabilities (Note 21) 361,821 2 367,708 2
Guarantee deposits received 31,100 - 25,659 -
Total non-current liabilities 2,010,391 9 1,299,249 7
Total liabilities 14,554,817 62 10,703,332 57
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Note 18)
Share capital 3,029,572 13 3,029,572 16
Capital surplus 653,239 3 653,239 4
Retained earnings
Legal reserve 1,372,300 6 1,194,845 6
Special reserve 205,680 1 - -
Unappropriated earnings 4,248,130 18 3,319,996 18
Total retained earnings 5,826,110 25 4,514,841 24
Other items in equity (583,390) (3) (205,680) (1)
Total equity 8,925,531 38 7,991,972 43
TOTAL $ 23,480,348 100 $ 18,695,304 100

The accompanying notes are an integral part of the consolidated financial statements.
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ITEQ CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount % Amount %
OPERATING REVENUE (Notes 19 and 25) $ 23,791,315 100 $ 22,401,722 100
COST OF GOODS SOLD (Notes 9 and 25) 19,011,743 80 19,146,160 85
GROSS PROFIT 4,779,572 20 3,255,562 15
OPERATING EXPENSES (Notes 20 and 25)
Selling and marketing expenses 556,388 2 539,813 2
General and administrative expenses 772,010 3 599,010 3
Research and development expenses 347,645 2 332,349 2
Total operating expenses 1,676,043 7 1471172 7
PROFIT FROM OPERATIONS 3,103,529 13 1,784,390 8
NON-OPERATING INCOME (Notes 20 and 25)
Other income 102,128 - 125,565 1
Finance costs (70,731) - (53,026)
Other gains (40,890) - 334,954 1
Total non-operating income and expenses (9,493) - 407,493 2
INCOME BEFORE INCOME TAX 3,094,036 13 2,191,883 10
INCOME TAX EXPENSE (Note 21) 630,736 3 417,326 2
NET INCOME FOR THE YEAR 2,463,300 10 1,774 557 8
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurement of defined benefit plans (Note 17) (794) - 1,328 -
Unrealized gain on equity investments through
other comprehensive income (Note 18) (929) - 377 -
Income tax relating to items that will not be
reclassified subsequently to profit or loss
(Note 21) 186 - (75) -
(1,537) - 1,630 -

(Continued)
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ITEQ CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount % Amount %
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating the financial
statements of foreign operations (Note 18) $ (471,209) 2 $ (163,097) @
Income tax relating to items that may be
reclassified subsequently to profit or loss
(Note 21) 94,242 1 35,382 -
Items that may be reclassified subsequently to
profit or loss, net of income tax (376,967) (1) (127,715) (1)
Other comprehensive loss for the year, net of
income tax (378,504) (1) (126,085) (1)
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 2,084,796 9 $ 1648472 7
NET PROFIT ATTRIBUTABLE TO:
Owners of the Company $ 2,463,300 10 $ 1,774,557 8
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Owners of the Company $ 2,084,796 9 $ 1648472 7
EARNINGS PER SHARE (NEW TAIWAN
DOLLARS; Note 22)
Basic $ 813 $ 586
Diluted $ 810 $ 582

The accompanying notes are an integral part of the consolidated financial statements.
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ITEQ CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 2018
Effect of retrospective application
BALANCE AT JANUARY 1, 2018 AS RESTATED
Appropriation of the 2017 earnings
Legal reserve

Cash dividends

Net consolidated income for the year ended December 31,
2018

Other comprehensive income (loss) for the year ended
December 31, 2018

Total comprehensive income (loss) for the year ended
December 31, 2018

BALANCE AT DECEMBER 31, 2018
Appropriation of the 2018 earnings
Legal reserve
Special reserve
Cash dividends

Net consolidated income for the year ended December 31,
2019

Other comprehensive income (loss) for the year ended
December 31, 2019

Total comprehensive income (loss) for the year ended
December 31, 2019

BALANCE AT DECEMBER 31, 2019

The accompanying notes are an integral part of the consolidated financial statements.

Shares Share Capital
(Thousands) (Note 18)
302,957 $ 3,029,572
302,957 3,029,572
302,957 3,029,572
302,957 $ 3,029,572

Capital Surplus

Retained Earnings (Note 18)

Other Item Equity (Note 18)

(Note 18) Legal Reserve
$ 653,239 $ 1,070,375
653,239 1,070,375

- 124,470

653,239 1,194,845

- 177,455

$ 653,239 $ 1,372,300
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Special Reserve

$ -
205,680
$ 205,680

Unappropriated

Earnings
$ 2,439,520
168,228

2,607,748

(124,470)
(939,167)

1,774,557

1,328

1,775,885

3,319,996

(177,455)
(205,680)
(1,151,237)

2,463,300

(794)

2,462,506

$ 4,248,130

Exchange

Differences on
Translating the

Financial
Statements of
Foreign
Operations

$  (76,429)

(76,429)

(127.715)

(127.715)

(204,144)

(376.967)

(376.967)
$ (581,111)

Unrealized Gain

(Loss) on

Available-for-
sale Financial

Assets

$ 169,557

(169,557)

$ -

Unrealized Gain
(Loss) on
Financial Assets
at Fair Value
Through Other
Comprehensive
Income
$ -

(1,838)

(1,838)

302

302

(1,536)

(743)

(743)
$  (2.279)

Total Equity
$ 7,285,834

(3.167)
7,282,667

(939,167)
1,774,557

(126,085)

1,648,472

7,991,972

(1,151,237)
2,463,300

(378,504)

2,084,796

$ 8,925,531



ITEQ CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

112

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax $ 3,094,036 $ 2,191,883
Adjustments for:
(Reversal) bad debt expense 1,214 (13,774)
Depreciation expense 593,420 527,152
Amortization of prepayments for leases - 2,291
Amortization of prepayments 16,208 15,808
Finance costs 70,731 53,026
Recognition/(reversal) of provisions 6,580 (11,673)
Interest income (19,492) (16,532)
Dividend income (753) (5,745)
Loss on disposal of property, plant and equipment 1,588 5,334
Net gain on financial assets at fair value through profit or loss (39,956) (277,372)
Loss on fire - 77,558
Recognition/(reversal) of write-down of inventories 15,770 (5,411)
Gain on foreign currency exchange (15,823) (6,890)
Proceeds from insurance claim - (157,072)
Changes in operating assets and liabilities
Notes receivable (661,176) (126,302)
Accounts receivable (1,394,428) (112,292)
Other receivables 87,136 559,723
Inventories (1,141,854) (17,064)
Offset against value-added tax payable (203,006) (347,277)
Other current assets (22,218) 14,407
Notes payable (570) (856)
Accounts payable 2,115,473 (723,851)
Other payables (48,913) 161,747
Other current liabilities (2,781) (3,248)
Cash generated from operations 2,451,186 1,783,570
Interest paid (68,571) (48,838)
Income tax paid (362,005) (779,218)
Net cash generated from operating activities 2,020,610 955,514
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of financial assets at fair value through profit or loss (206,851) (458,005)
Proceeds from sale of financial assets at fair value through profit or
loss 258,548 1,219,479
Payments for property, plant and equipment (171,854) (208,588)
Proceeds from disposal of property, plant and equipment 10,840 -
Increase in refundable deposits (4,985) (1,725)
Decrease in refundable deposits 3,919 7,998
Increase in other non-current assets (10,365) (81,350)
Increase in prepayments for equipment (1,237,757) (582,786)
Interest received 18,407 16,532

(Continued)



ITEQ CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

Dividends received
Obtain subsidies for land use rights

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings
Decrease in short-term bills payable
Proceeds from long-term borrowings
Repayments of long-term borrowings
Increase in guarantee deposits received
Decrease in guarantee deposits received
Repayment of the principal portion of lease liabilities
Cash dividends paid

Net cash used in financing activities

EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH HELD IN FOREIGN CURRENCIES

NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

2019 2018

$ 753 $ 5745
54,170 -
(1,285,175) (82,700)
124,346 1,055,759
(2,870) (109,938)
1,200,000 700,000
(817,647) (917,647)
19,725 13,183
(13,179) (4,840)
(49,549) -
(1,151,237) (939.167)
(690,411) (202,650)
(204,348) (329,777)
(159,324) 340,387
3,697,384 3,356,997

$ 3,538,060  $ 3,697,384

The accompanying notes are an integral part of the consolidated financial statements.
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ITEQ CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

ITEQ Corporation (the “Company’’) was incorporated on April 10, 1997. It manufactures and sells mass
lamination boards, copper clad laminates, prepeg products and electronic components. The Company’s
shares have been listed on the Taiwan Stock Exchange (TWSE) since January 21, 2008.

The consolidated financial statements of the Company and its subsidiaries (collectively, referred to as the
“Group”) are presented in the Company’s functional currency, the New Taiwan dollar.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved by the board of directors and authorized for issue on
March 17, 2020.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS

a.

Initial application of the amendments to the Regulations Governing the Preparation of Financial Reports
by Securities Issuers and the International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC)
(collectively, the “IFRSs”) endorsed and issued into effect by the Financial Supervisory Commission
(FSC)

Except for the following, the initial application of the amendments to the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and the IFRSs endorsed and issued into effect by
the FSC did not have material impact on the Group’s accounting policies:

® |FRS 16 “Leases”
IFRS 16 provides a comprehensive model for the identification of lease arrangements and their
treatment in the financial statements of both lessee and lessor. It supersedes IAS 17 “Leases”,

IFRIC 4 “Determining whether an Arrangement contains a Lease”, and a number of related
interpretations. Refer to Note 4 for information relating to the relevant accounting policies.

Definition of a lease

The Group elects to apply the guidance of IFRS 16 in determining whether contracts are, or contain,
a lease only to contracts entered into (or changed) on or after January 1, 2019. Contracts identified
as containing a lease under IAS 17 and IFRIC 4 are not reassessed and are accounted for in
accordance with the transitional provisions under IFRS 16.
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The Group as lessee

The Group recognizes right-of-use assets or investment properties if the right-of-use assets meet the
definition of investment properties, and lease liabilities for all leases on the consolidated balance
sheets except for those whose payments under low-value asset and short-term leases are recognized
as expenses on effective interest rate. On the consolidated statements of comprehensive income, the
Group presents the depreciation expense charged on right-of-use assets separately from the interest
expense accrued on lease liabilities; interest is computed using the effective interest method. On the
consolidated statements of cash flows, cash payments for the principal portion of lease liabilities are
classified within financing activities; cash payments for the interest portion are classified within
operating activities. Prior to the application of IFRS 16, payments under operating lease contracts,
including property interest qualified as investment properties, were recognized as expenses [on a
straight-line basis. Prepaid lease payments for land use rights of land were recognized as
prepayments for leases. Cash flows for operating leases were classified within operating activities
on the consolidated statements of cash flows. Leased assets and finance lease payables were
recognized on the consolidated balance sheets for contracts classified as finance leases.

The Group elects to apply IFRS 16 retrospectively with the cumulative effect of the initial
application of this standard recognized in retained earnings on January 1, 2019. Comparative
information is not restated.

For leases previously classified as operating leases under 1AS 17, lease liabilities were measured at
the present value of the remaining lease payments, discounted using the lessee’s incremental
borrowing rate on January 1, 2019. Right-of-use assets are measured at an amount equal to the lease
liabilities, adjusted by the amount of any prepaid or accrued lease payments. The Group applies IAS
36 to all right-of-use assets.

The Group also applies the following practical expedients:

1) The Group applies a single discount rate to a portfolio of leases with reasonably similar
characteristics to measure lease liabilities.

2) The Group accounts for those leases for which the lease term ends on or before December 31,
2019 as short-term leases.

3) The Group uses hindsight, such as in determining lease terms, to measure lease liabilities.
The lessee’s incremental borrowing rate applied to lease liabilities recognized on January 1, 2019 is
1.6% to 4.9%. The difference between the lease liabilities recognized and operating lease

commitments disclosed under IAS 17 on December 31, 2018 is explained as follows:

The future minimum lease payments of non-cancellable operating lease

commitments on December 31, 2018 $ 485,508
Undiscounted amounts on January 1, 2019 $ 485,508
Discounted amounts using the incremental borrowing rate on January 1, 2019 $ 436,008
Lease liabilities recognized on January 1, 2019 $ 436,008

115



The impact on assets, liabilities and equity as of January 1, 2019 from the initial application of IFRS
16 is set out as follows:

Adjustments
As Originally Arising from
Stated on Initial Restated on

January 1, 2019 Application January 1, 2019

Prepayments for leases - current $ 2590 $  (2,590) $ -
Prepayments for leases - non-current 96,757 (96,757) -
Refundable deposits 143,727 (11,399) 132,328
Right-of-use assets - 546,754 546,754
Total effect on assets $ 243,074 $ 436,008 $ 679,082
Lease liabilities - current - 49,511 49,511
Lease liabilities - non-current - 386,497 386,497
Total effect on liabilities $ - $ 436,008 $ 436,008
Total effect on equity $ - $ - $ -

b. The IFRSs endorsed by the Financial Supervisory Commission (FSC) for application starting from 2020

Effective Date

New IFRSs Announced by IASB
Amendments to IFRS 3 “Definition of a Business” January 1, 2020 (Note 1)
Amendments to IFRS 9, IAS 39 and IFRS 7 “Interest Rate Benchmark January 1, 2020 (Note 2)
Reform”
Amendments to IAS 1 and TAS 8 “Definition of Material” January 1, 2020 (Note 3)

Note 1: The Group shall apply these amendments to business combinations for which the acquisition
date is on or after the beginning of the first annual reporting period beginning on or after
January 1, 2020 and to asset acquisitions that occur on or after the beginning of that period.

Note 2: The Group shall apply these amendments retrospectively for annual reporting periods
beginning on or after January 1, 2020.

Note 3: The Group shall apply these amendments prospectively for annual reporting periods
beginning on or after January 1, 2020.

Except for the above impact, as of the date the consolidated financial statements were authorized for
issue, the Group is continuously assessing the possible impact that the application of other standards
and interpretations will have on the Group’s financial position and financial performance and will
disclose the relevant impact when the assessment is completed.
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c. New IFRSs in issue but not yet endorsed and issued into effect by the FSC

Effective Date
New IFRSs Announced by IASB (Note)

Amendments to IFRS 10 and TAS 28 “Sale or Contribution of Assets ~ To be determined by IASB
between an Investor and its Associate or Joint Venture”

IFRS 17 “Insurance Contracts” January 1, 2021

Amendments to IAS 1 “Classification of Liabilities as Current or January 1, 2022
Non-current”

Note: Unless stated otherwise, the above New IFRSs are effective for annual reporting periods
beginning on or after their respective effective dates.

Except for the above impact, as of the date the consolidated financial statements were authorized for
issue, the Group is continuously assessing the possible impact that the application of other standards
and interpretations will have on the Group’s financial position and financial performance and will
disclose the relevant impact when the assessment is completed.
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Statement of compliance

The consolidated financial statements have been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and IFRSs as endorsed by the
FSC.

b. Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis except for
financial instruments that are measured at fair value.

The fair value measurements, which are grouped into Levels 1 to 3 based on the degree to which the
fair value measurement inputs are observable and based on the significance of the inputs to the fair
value measurement in its entirety, are described as follows:

1) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities;

2) Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and

3) Level 3 inputs are unobservable inputs for the asset or liability.
c. Classification of current and non-current assets and liabilities
Current assets include:
1) Assets held primarily for the purpose of trading;
2) Assets expected to be realized within twelve months after the reporting period; and

3) Cash and cash equivalents unless the asset is restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period.
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Current liabilities include:

1) Liabilities held primarily for the purpose of trading;

2) Liabilities due to be settled within twelve months after the reporting period, even if an agreement to
refinance, or to reschedule payments, on a long-term basis is completed after the reporting period

and before the consolidated financial statements are authorized for issue; and

3) Liabilities for which the Group does not have an unconditional right to defer settlement for at least
twelve months after the reporting period.

Assets and liabilities that are not classified as current are classified as non-current.

Basis of consolidation

1) Principles for preparing consolidated financial statements
The consolidated financial statements incorporate the financial statements of the Company and the
entities controlled by the Company (i.e., its subsidiaries, including special purpose entities). When
necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by the Company. All intra-group transactions, balances, income
and expenses are eliminated in full upon consolidation.

2) Subsidiaries included in consolidated financial statements

% of Ownership

December 31

Investor Investee Main Business 2019 2018
ITEQ Corporation ITEQ International Ltd. Investment 100 100
Bon Mou Investment Co.  Investment 100 100
ITEQ International Ltd. ITEQ Holding Ltd. Investment 100 100
ITEQ Holding Ltd. ESIC Investment in PRC 100 100
IPL Import and export business 100 100
L Import and export business 100 100
Eagle Great Investment in PRC 100 100
Shining Era (Note 1) Investment - 100
ITEQ (HK) Investment in PRC 100 100
Mega Crown (Note 2) Investment - 100
ESIC ITEQ (DG) Produces and sells prepeg products 100 100
and copper clad laminates
ITEQ (JX) (Note 3) Produces and sells prepeg products 100 100
and copper clad laminates
ITEQ (HK) ITEQ (WX) Produces and sells prepeg products 100 100
and copper clad laminates
ITEQ (GZ) Produces and sells prepeg products 100 100
and copper clad laminates
ITEQ (XT) (Note 4) Produces and sells prepeg products - -
copper clad laminates
Eagle Great ITEQ (HJ) Produces and sells the mass 100 100

lamination process
Note 1: Shining Era completed the dissolution and liquidation in October 2019.

Note 2:  Mega Crown completed the dissolution and liquidation in October 2019.
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e.

Note 3: The Group holds a comprehensive shareholding, with 50% held by ESIC, 25% held by
ITEQ (DG), and 25% held by ITEQ (WX).

On January 4, 2018, the board of directors approved and formally established ITEQ (JX)
on May 17, 2018. As of December 31, 2019, the Group received a capital of US$20,800
thousand. On February 6, 2020, the board of directors approved and planned to increase
the capital of ITEQ (IX) to US$60,000 thousand.

Note 4: ITEQ (XT) completed the dissolution and liquidation in November 2018.
Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other
than the entity’s functional currency (i.e., foreign currencies) are recognized at the rates of exchange
prevailing at the dates of the transactions. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at that date. Such exchange
differences are recognized in profit or loss in the year in which they arise. Non-monetary items
measured at fair value are translated using the prevailing exchange rates at the exchange day.
Translation differences on non-monetary items measured at fair value are recognized in profit or loss of
the current year. However, the translation differences are also recognized directly in the comprehensive
income if the change in fair value is recognized in other comprehensive income.

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

For the purpose of preparing the consolidated financial statements, the assets and liabilities of the
Group’s foreign operations (including of the subsidiaries, associates, joint ventures or branches
operations in other countries or currencies used different with the Company) are translated into New
Taiwan dollars using exchange rates prevailing at the end of each reporting period. Income and expense
items are translated at the average exchange rates for the period. Exchange differences arising are
recognized in other comprehensive income.

Inventories

Inventories consist of raw materials, supplies, finished goods and work-in-process and are stated at the
lower of cost or net realizable value. Inventory write-downs are made by item, except where it may be
appropriate to group similar or related items. Net realizable value is the estimated selling price of
inventories less all estimated costs of completion and costs necessary to make the sale. Inventories are
recorded at weighted-average cost on the balance sheet date.

Property, plant and equipment

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

Depreciation is recognized using the straight-line method with their estimated useful lives. Each
significant part is depreciated separately. If the lease term is shorter than its estimated useful life, an
item of property, plant and equipment is depreciated over the lease term. The estimated useful lives,
residual values and depreciation method are reviewed at least once at the end of each year, with the
effect of any changes in estimate accounted for on a prospective basis.

Any gain or loss arising on the disposal or retirement of an item of property, plant and equipment is

determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognized in profit or loss.
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h. Goodwill

Goodwill arising from the acquisition of a business is measured at cost as established at the date of
acquisition of the business less accumulated impairment loss.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating
units that are expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired, by comparing its carrying amount,
including the attributed goodwill, with its recoverable amount. However, if the goodwill allocated to a
cash-generating unit was acquired in a business combination during the current annual period, that unit
shall be tested for impairment before the end of the current annual period. If the recoverable amount of
the cash-generating unit is less than its carrying amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit and then pro rata to the other assets of the unit
based on the carrying amount of each asset in the unit. Any impairment loss is recognized directly in
profit or loss. An impairment loss recognized on goodwill is not reversed in subsequent periods.

i. Intangible assets

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

j.  Impairment of tangible and intangible assets other than goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and
intangible assets, excluding goodwill, to determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss. When it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use.
If the recoverable amount of an individual asset or cash-generating unit is lower than its carrying
amount, the carrying amount shall be adjusted to its recoverable amount and the impairment loss shall
be recognized in profit or loss.
When an impairment loss is subsequently reversed, the carrying amount of the asset or cash-generating
unit is increased to the revised estimate of its recoverable amount, but only to the extent of the carrying
amount that would have been determined had no impairment loss been recognized on the asset or
cash-generating unit in prior years. A reversal of an impairment loss is recognized in profit or loss.

k. Financial instruments

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

1) Financial assets

a) Measurement category

Financial assets are classified into the following categories: Financial assets at FVTPL, financial
assets at amortized cost and investments in debt instruments and equity instruments at FVTOCI.

Financial assets at FVTPL

Financial assets are classified as at FVTPL when such a financial asset is mandatorily
classified or designated as at FVTPL. Financial assets mandatorily classified as at FVTPL
include investments in equity instruments which are not designated as at FVTOCI and debt
instruments that do not meet the amortized cost criteria or the FVTOCI criteria.

Financial assets at FVTPL are subsequently measured at fair value, with any gains or losses
arising on remeasurement recognized in profit or loss. The net gain or loss recognized in
profit or loss incorporates any dividends or interest earned on such a financial asset. Fair
value is determined in the manner described in Note 24.

Financial assets at amortized cost

Financial assets that meet the following conditions are subsequently measured at amortized
cost:

i) The financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows; and

ii) The contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.

Subsequent to initial recognition, financial assets at amortized cost, including cash and cash
equivalents, trade receivables at amortized cost, are measured at amortized cost, which
equals the gross carrying amount determined using the effective interest method less any
impairment loss. Exchange differences are recognized in profit or loss.

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of such a financial asset, except for:

i) Purchased or originated credit-impaired financial assets, for which interest income is
calculated by applying the credit-adjusted effective interest rate to the amortized cost of
such financial assets; and

i) Financial assets that are not credit impaired on purchase or origination but have
subsequently become credit impaired, for which interest income is calculated by
applying the effective interest rate to the amortized cost of such financial assets in
subsequent reporting periods.
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Cash equivalents include time deposits and bank acceptances with original maturities within
3 months from the date of acquisition, which are highly liquid, readily convertible to a
known amount of cash and are subject to an insignificant risk of changes in value. These
cash equivalents are held for the purpose of meeting short-term cash commitments.

iii. Investments in equity instruments at FVTOCI

On initial recognition, the Group may make an irrevocable election to designate investments
in equity instruments as at FVTOCI. Designation as at FVTOCI is not permitted if the
equity investment is held for trading or if it is contingent consideration recognized by an
acquirer in a business combination.

Investments in equity instruments at FVTOCI are subsequently measured at fair value with
gains and losses arising from changes in fair value recognized in other comprehensive
income and accumulated in other equity. The cumulative gain or loss will not be reclassified
to profit or loss on disposal of the equity investments; instead, it will be transferred to
retained earnings.

Dividends on these investments in equity instruments are recognized in profit or loss when
the Group’s right to receive the dividends is established, unless the dividends clearly
represent a recovery of part of the cost of the investment.

b) Impairment of financial assets

The Group recognizes a loss allowance for expected credit losses on financial assets at
amortized cost (including accounts receivables).

The Group always recognizes lifetime expected credit losses (ECLS) for accounts receivables.
For all other financial instruments, the Group recognizes lifetime ECLs when there has been a
significant increase in credit risk since initial recognition. If, on the other hand, the credit risk on
a financial instrument has not increased significantly since initial recognition, the Group
measures the loss allowance for that financial instrument at an amount equal to 12-month ECLSs.

Expected credit losses reflect the weighted average of credit losses with the respective risks of
default occurring as the weights. Lifetime ECLs represent the expected credit losses that will
result from all possible default events over the expected life of a financial instrument. In
contrast, 12-month ECLs represent the portion of lifetime ECLs that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
date.

The Group recognizes an impairment gain or loss in profit or loss for all financial instruments
with a corresponding adjustment to their carrying amount through a loss allowance account.

Derecognition of financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity.

Before 2017, on derecognition of a financial asset in its entirety, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable and the
cumulative gain or loss that had been recognized in other comprehensive income is recognized
in profit or loss.
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Starting from 2018, on derecognition of a financial asset at amortized cost in its entirety, the
difference between the asset’s carrying amount and the sum of the consideration received and
receivable is recognized in profit or loss. On derecognition of an investment in an equity
instrument at FVTOCI, the cumulative gain or loss which had been recognized in other
comprehensive income is transferred directly to retained earnings, without recycling through
profit or loss.

2) Equity instruments
Debt and equity instruments issued by the Group are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a

financial liability and an equity instrument.

Equity instruments issued by the Group are recognized at the proceeds received, net of direct issue
costs.

Repurchase of the Company’s own equity instruments is recognized in and deducted directly from
equity. No gain or loss is recognized in profit or loss on the purchase, sale, issuance or cancellation
of the Company’s own equity instruments.
3) Financial liabilities
a) Subsequent measurement
All the financial liabilities are measured at amortized cost using the effective interest method.
b) Derecognition of financial liabilities
The difference between the carrying amount of the financial liability derecognized and the
consideration paid, including any non-cash assets transferred or liabilities assumed, is
recognized in profit or loss.
Provisions
Provisions are measured at the best estimate of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. A provision is measured using the estimated cash flows to settle the present obligation.

. Revenue recognition

The Group identifies contracts with customers, allocates the transaction price to the performance
obligations and recognizes revenue when performance obligations are satisfied.

For contracts entered into with the same customer (or related parties of the customer) at or near the
same time, those contracts are accounted for as a single contract if the contracts are negotiated as a
package with a single commercial objective.

For contracts where the period between the date on which the Group transfers a promised good or
service to a customer and the date on which the customer pays for that good or service is one year or
less, the Group does not adjust the promised amount of consideration for the effects of a significant
financing component.
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Revenue from the sale of goods

Revenue from the sale of goods comes from sales of prepeg products and copper clad laminates. Sales
of prepeg products and copper clad laminates are recognized as revenue when the goods are shipped
because it is the time when the customer has full discretion over the manner of distribution and price to
sell the goods, has the primary responsibility for sales to future customers and bears the risks of
obsolescence. Trade receivables are recognized concurrently.

The Group does not recognize revenue on materials delivered to subcontractors because this delivery
does not involve a transfer of control.

Dividend and interest income

Dividend income from investments is recognized when the shareholder’s right to receive payment has
been established, provided that it is probable that the economic benefits will flow to the Group and the
amount of income can be measured reliably.

Interest income from a financial asset is recognized when it is probable that the economic benefits will
flow to the Group and the amount of income can be measured reliably. Interest income is accrued on a
time basis, by reference to the principal outstanding and the applicable effective interest rate.

Leases

2019

At the inception of a contract, the Group assesses whether the contract is, or contains, a lease.

For a contract that contains a lease component and non-lease components, the Group allocates the
consideration in the contract to each component on the basis of the relative stand-alone price and
accounts for each component separately.

The Group as lessee

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

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

Right-of-use assets are depreciated using the straight-line method from the commencement dates to the
earlier of the end of the useful lives of the right-of-use assets or the end of the lease terms. However, if
leases transfer ownership of the underlying assets to the Group by the end of the lease terms or if the
costs of right-of-use assets reflect that the Group will exercise a purchase option, the Group depreciates
the right-of-use assets from the commencement dates to the end of the useful lives of the underlying
assets.
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Lease liabilities are initially measured at the present value of the lease payments, which comprise fixed
payments, in-substance fixed payments, variable lease payments which depend on an index or a rate,
residual value guarantees, the exercise price of a purchase option if the Group is reasonably certain to
exercise that option, and payments of penalties for terminating a lease if the lease term reflects such
termination, less any lease incentives receivable. The lease payments are discounted using the interest
rate implicit in a lease, if that rate can be readily determined. If that rate cannot be readily determined,
the Group uses the lessee’s incremental borrowing rate.

Subsequently, lease liabilities are measured at amortized cost using the effective interest method, with
interest expense recognized over the lease terms. When there is [a change in a lease term, a change in
the amounts expected to be payable under a residual value guarantee, a change in the assessment of an
option to purchase an underlying asset, or a change in future lease payments resulting from a change in
an index or a rate used to determine those payments,] the Group remeasures the lease liabilities with a
corresponding adjustment to the right-of-use-assets. However, if the carrying amount of the right-of-use
assets is reduced to zero, any remaining amount of the remeasurement is recognized in profit or loss.
Lease liabilities are presented on a separate line in the consolidated balance sheets.

2018

Leases are classified as finance leases whenever the terms of a lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

Operating lease payments are recognized as expenses on a straight-line basis over the lease term.
Government grants

Government grants are not recognized until there is reasonable assurance that the Group will comply
with the conditions attached to them and that the grants will be received.

Government grants are recognized in profit or loss on a systematic basis over the periods in which the
Group recognizes as expenses the related cost for which the grants are intended to compensate.

Employee benefits

Short-term employee benefits

Short-term employee benefits related liabilities are measured by using non-discounted expected
disbursement as for services are rendered.

Post-employment benefits

Payments to defined contribution retirement benefit plans are recognized as an expense when
employees have rendered services entitling them to the contributions.

Defined benefit costs (including service cost, net interest and remeasurement) under the defined benefit
retirement benefit plans are determined using the projected unit credit method. Service cost and net
interest on the net defined benefit liability (asset) are recognized as employee benefits expense in the
period they occur. Remeasurement, comprising actuarial gains and losses and the return on plan assets
(excluding interest), is recognized in other comprehensive income in the period in which they occur.
Remeasurement recognized in other comprehensive income is reflected immediately in retained
earnings and will not be reclassified to profit or loss.

Net defined benefit liability (asset) represents the actual deficit (surplus) in the Company’s defined

benefit plan. Any surplus resulting from this calculation is limited to the present value of any refunds
from the plans or reductions in future contributions to the plans.
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g. Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
1) Current tax

According to the Income Tax Law, an additional tax of unappropriated earnings is provided for as
income tax in the year the shareholders approve to retain the earnings.

Adjustments of prior years’ tax liabilities are added to or deducted from the current year’s tax
provision.

2) Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in the consolidated financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally recognized for all taxable
temporary differences. Deferred tax assets are generally recognized for all deductible temporary
differences that it is probable that taxable profits will be available against which those deductible
temporary differences can be utilized.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries, except where the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences associated with such investments and
interests are only recognized to the extent that it is probable that there will be sufficient taxable
profits against which to utilize the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered. A previously unrecognized deferred tax asset is also
reviewed at the end of each reporting period and recognized to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset realized, based on tax rates and tax laws that have
been enacted or substantively enacted by the end of the reporting period. The measurement of
deferred tax liabilities and assets reflects the tax consequences that would follow from the manner
in which the Group expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

3) Current and deferred taxes for the year

Current and deferred taxes are recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity, in which case, the current and
deferred taxes are also recognized in other comprehensive income or directly in equity respectively.

5. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, management is required to make judgments,
estimations and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience
and other factors that are considered relevant. Actual results may differ from these estimates.
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

Write-down of Inventories

Since inventories are denominated in terms of cost and net realizable value, the Group uses judgment and
estimates to determine the net realizable value of inventories at the end of the reporting period.

The Group assesses the amount of inventory lost due to normal wear and tear, obsolescence or no market
sales value at the end of the reporting period, and reduces the inventory cost to the net realizable value. This

inventory assessment is based primarily on the estimated product demand for a specific period of time in
the future and may result in significant changes.

. CASH AND EQUIVALENTS

December 31

2019 2018
Cash on hand $ 320 $ 496
Cash in banks 2,272,990 2,405,993
Cash equivalents
Time deposits - 340,115
Bank acceptances 1,264,750 950,780
$ 3,538,060 $ 3,697,384

The market rate intervals of cash in banks at the end of the reporting period were as follows:

December 31
2019 2018

Cash in banks 0.00%-2.03% 0.00%-0.70%
Time deposits - 0.60%-3.10%

. FINANCIAL INSTRUMENTS AT FVTPL

December 31

2019 2018
Financial assets at FVTPL - current
Financial assets designated as at FVTPL
Securities listed in ROC
Equity securities $ 93,019 $ 40,771
Financial assets at FVTPL - non-current
Financial assets designated as at FVTPL
Securities listed in ROC
Equity securities $ - $ 55,998
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8. NOTES RECEIVABLE AND ACCOUNTS RECEIVABLE, NET

December 31

2019 2018

Notes receivable
At amortized cost $ 1,285,761 $ 658,763
Accounts receivables
At amortized cost

Gross carrying amount $ 9,385,203 $ 8,224,776

Less: Allowance for impairment loss 71,725 76,658
Accounts receivables, net $ 9,313,478 $ 8,148,118
Total $ 10,599,239 $ 8,806,881

The average credit period on sales of goods is 120 days. The Group also has administrative measures to
strengthen sales, finance and legal collection procedures for overdue receivables. The Group evaluates the
credit quality, determines the credit limit of potential customers according to an internal rating system,
reviews the credit status of customers in order to adjust their credit limits every half year, and assigns a
team responsible for the determination and approval of credit limits. The team continually reviews the
financial condition of accounts receivable factoring and insurance, if necessary, in order to reduce the
Group’s credit risk.

The Group applies the simplified approach to providing for expected credit losses prescribed by IFRS 9,
which permits the use of lifetime expected loss provision for all trade receivables. The expected credit
losses on trade receivables are estimated using a provision matrix by reference to past default experience of
the debtor and an analysis of the debtor’s current financial position, adjusted for general economic
conditions of the industry in which the debtors operate and an assessment of both the current as well as the
forecast direction of economic conditions at the reporting date. As the Group’s historical credit loss
experience does not show significantly different loss patterns for different customer segments, the provision
for loss allowance based on past due status is not further distinguished according to the Group’s different
customer base.

The Group writes off a accounts receivable when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovery, e.g., when the debtor has been placed
under liguidation, or when the trade receivables are over 90 days past due, whichever occurs earlier. For
trade receivables that have been written off, the Group continues to engage in enforcement activity to
attempt to recover the receivables due. Where recoveries are made, these are recognized in profit or loss.

The following table details the loss allowance of trade receivables based on the Group’s provision matrix.

December 31, 2019

Less than 30

Not Past Due Days 31to90 Days Over 90 Days Total
Expected credit loss rate 0.30% 1.80% 21.85% 100.00%
Gross carrying amount $ 9,189,806 $ 142,588 $ 14,117 $ 38,692 $ 9,385,203
Loss allowance (lifetime
ECL) (27,386) (2,563) (3,084) (38,692) (71,725)
Amortized cost $ 9,162,420 $ 140,025 $ 11,033 $ - $ 9,313,478
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December 31, 2018

Less than 30

Not Past Due Days 31to90 Days Over 90 Days Total

Expected credit loss rate 0.40% 1.37% 17.07% 100.00%
Gross carrying amount $ 8,057,499 $ 116,240 $ 9,967 $ 41,070 $ 8,224,776
Loss allowance (lifetime

ECL) (32,291) (1,595) (1,702) (41,070) (76,658)
Amortized cost $ 8,025,208 $ 114645 $ 8,265 $ - $ 8,148,118
The movements of the loss allowance of trade receivables were as follows:

2019 2018
Balance at January 1, 2018 per IFRS 9 $ 76,658 $ 93,703
Add: Net remeasurement of loss allowance 1,214
Less: Net remeasurement of loss allowance - (13,774)
Less: Amounts written off (3,257) (1,999)
Foreign exchange gains and losses (2,890) (1,272)
Balance at December 31, 2018 $ 71,725 $ 76,658
For information of factored accounts receivables, refer to Note 24.
. INVENTORIES, NET
December 31
2019 2018
Finished goods $ 759,013 $ 548,260
Work in process 174,297 124,639
Raw materials 1,709,762 897,507
Goods in transit 20,804 20,237
$ 2,663,876 $ 1,590,643

As of December 31, 2019 and 2018, the cost of inventories recognized as cost of goods sold were
$19,011,743 thousand and $19,146,160 thousand, respectively. Loss (gain) on reversal of write-downs were

$15,770 thousand and $(5,411) thousand, respectively.

The Group’s plant had a fire on June 8, 2018, and the loss on inventory was estimated to be $12,461

thousand, which was recognized in other gains or losses, refer to Note 20-2.
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10.

11.

FINANCIAL ASSETS AT FVTOCI

December 31

2019 2018
Non-current
Foreign investments
TIEF FUND, L.PL $ 28,505 $ 29,434

Foreign investments are held for medium- to long-term strategic purposes. Accordingly, the management
elected to designate these investments in equity instruments as at FVTOCI as they believe that recognizing
short-term fluctuations in these investments’ fair value in profit or loss would not be consistent with the
Group’s strategy of holding these investments for long-term purposes.

PROPERTY, PLANT AND EQUIPMENT

Transport Other Leased
Buildings Equipment Equipment Facilities Equipment Improvements Total

Cost
Balance at January 1, 2019 $ 955,193 $ 4,517,163 $ 53,887 $ 547,432 $ 1,025,886 $ 353,499 $ 7,453,060
Additions 2,779 88,977 1,498 6,983 47,008 24,609 171,854
Disposals - (65,258) (9,536) (5,705) (14,538) - (95,037)
Reclassified 918,426 615,318 - 14,019 135,519 - 1,683,282
Effect of foreign currency

exchange differences (48,708) (150,788) (1,602) (21,519) (17,546) - (240,163)
Balance at December 31, 2019 1,827 $ 5,005,412 $ 44,247 $ 541,210 1,176,32 $ 378,108 $ 8,972,996
Accumulated depreciation and

impairment
Balance at January 1, 2019 $ (471,511) $ (3,323,224) $  (47,599) $ (410,451) $ (616,886) $  (190,652) $ (5,060,323)
Depreciation expense (55,866) (290,337) (1,763) (29,483) (113,626) (42,490) (533,565)
Disposals - 55,002 8,934 4,997 13,676 - 82,609
Effect of foreign currency

exchange differences 19,392 113,739 1,407 16,239 10,061 - 160,838
Balance at December 31, 2019 $ (507,985) $ (3,444,820) $  (39,021) $  (418,698) $  (706,775) $  (233,142) $ (5.350,441)
Net value 1,319,7 $ 1,560,592 $ 5,226 $ 122512 $ 469,554 144 $ 3,622,555
Cost
Balance at January 1, 2018 $ 989,772 $ 4,832,628 $ 61,411 $ 565435 $ 1,099,653 $ 348,805 $ 7,897,704
Additions 19,858 140,178 - 13,183 35,369 - 208,588
Disposals (23,987) (340,094) (6,781) (16,823) (122,769) - (510,454)
Loss on fire (17,396) (72,593) - (7,249) (8,522) - (105,760)
Reclassified 3,829 20,701 - 2,389 29,152 4,694 60,765
Effect of foreign currency

exchange differences (16,883) (63,657) (743) (9,503) (6,997) - (97.783)
Balance at December 31, 2018 $ 955193 $ 4,517,163 $ 53,887 $ 547,432 $ 1,025,886 $ 353,499 $ 7,453,060
Accumulated depreciation and

impairment
Balance at January 1, 2018 $ (467559) $(3,532,114) $ (51,428) $ (399,756) $ (582,266) $ (149,008)  $ (5,182,131)
Depreciation expense (43,611) (293,381) (2,979) (38,705) (106,832) (41,644) (527,152)
Disposals 23,784 395,552 6,149 17,337 62,298 - 505,120
Loss on fire 7,521 57,104 - 3,552 5,646 - 73,823
Effect of foreign currency

exchange differences 8,354 49,615 659 7121 4,268 - 70,017
Balance at December 31, 2018 $ (471,511) $ (3,323,224) $  (47,599) $  (410,451) $ (616,886) $  (190,652) $ (5,060,323)
Net value $ 483,682 $ 1,193,939 $ 6,288 $ 136,981 $ 409,000 $ 162,847 $ 2,392,737

The Group’s plant had a fire on June 8, 2018, and the loss on property, plant and equipment was estimated
to be $31,937 thousand, which was recognized in other gains and losses, refer to Note 20-2.

130



Depreciation costs of the property, plant and equipment are calculated on a straight-line basis over their
estimated useful lives as shown in the following:

Buildings

Main buildings 15-20 years

Engineering systems 3-8 years
Equipment

Electromechanical power equipment 5-12 years

Renovation 2-5 years
Transportation equipment 5-10 years
Facilities

Computers 3-10 years

Office furniture 3-5 years
Other equipment

Research and development equipment 3-12 years

Pollution prevention equipment 3-12 years

Miscellaneous equipment 1-12 years
Leased improvements 3-9 years

12. LEASE ARRANGEMENTS
a. Right-of-use assets - 2019

December 31,
2019

Carrying amounts

Buildings $ 383,969
Land use rights 41,864

$ 425,833

For the Year
Ended
December 31,
2019

Depreciation charge for right-of-use assets
Buildings $ 44,646
Land use rights 15,209

$ 59,855

b. Lease liabilities - 2019

December 31,

2019
Carrying amounts
Current $ 51,830
Non-current $ 329,325
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Range of discount rate for lease liabilities was as follows:

December 31,
2019

Buildings 1.6%-4.9%
Material lease-in activities and terms

The Group leases certain land, plants and office spaces with a lease term from August 2012 to
December 2028. The lease contract for land located in Taiwan specifies that lease payments will be
adjusted every year on the basis of changes in the consumer price index. The Group does not have
bargain purchase options to acquire the leasehold land, plants and office spaces at the end of the lease
term.

The Group leases land for the use of product manufacturing in China with a lease term from 30 to 50
years. The lease payment is paid at the time of contract. The Group does not have bargain purchase
options to acquire the leasehold land at the end of the lease terms.

In February, the Group received a government grant of $54,170 thousand for land use rights. The
amount was deducted from the carrying amount of the related asset and subsequently transferred to
profit or loss (by way of a reduced depreciation expense) over the useful life of the related asset.

Other lease information
2019
For the Year
Ended
December 31,

2019

Expenses relating to short-term leases and low-value asset leases $ 38,876
Total cash outflow for leases $(99,804)

The Group leases certain mechanical equipment which qualify as short-term leases and certain office
equipment which qualify as low-value asset leases. The Group elected to apply the recognition
exemption and, thus, did not recognize right-of-use assets and lease liabilities for these leases.

2018

The future minimum lease payments of non-cancellable operating lease commitments are as follows:

December 31,
2018

Not later than 1 year $ 60,879
Later than 1 year and not later than 5 years 275,736
Later than 5 years 148,893

$ 485,508
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13.

14.

INTANGIBLE ASSETS

December 31

2019

Goodwill $ 9675

2018

$ 9,055

Goodwill refers to the excess of the purchase price over the fair market value of the proportionate share in

the net identifiable assets of ESIC.

December 31

OTHER ASSETS
2019
Current
Prepaid expenses $ 87,979
Overpaid sales tax 737,709
Prepayment for purchases 19,570
Others 28,503
$ 873,761
Non-current
Prepayments for equipment $ 971,650
Refundable deposits (Note 27) 133,421
Long-term prepayments 23,488
Materials and supplies 43,556
Long-term prepayments of land use rights -
Net defined benefit assets (Note 18) 19,170
$ 1,191,285

2018

$ 84,675
543,446
15,492
27,668

$ 671,281

$ 656,796
143,727
19,799
53,076
96,757
19,184

$ 989,339

ITEQ (DG) acquired the land use rights of 17,919.5 square meters in Dongguan in 2002 and the rights are

amortized over 30 years under the permitted operating period.

ITEQ (WX) acquired the land use rights of 76,002 square meters and 15,432 square meters in Wuxi for 50
years in 2004 and 2005, respectively, and the rights are amortized 50 years under the permitted operating

period.

ITEQ (GZ) acquired the land use rights of 18,508 square meters in Guangzhou for 50 years in 2009 and the

rights are amortized over 50 years under the permitted operating period.

ITEQ (JX) acquired the land use rights of 163,680 square meters in Jiangxi in 2018 and the rights are

amortized 50 years under the permitted operating period.

The above land use rights were originally recorded as long-term prepaid lease payments. The
reclassification of the amounts was posted on January 1, 2019, and related information on December 31,

2019, refer to Notes 3 and 12.
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15. BORROWINGS
a. Short-term borrowings

The weighted average effective interest rates on bank loans were 0.92%-3.43% and 0.93%-3.45% as of
December 31, 2019 and 2018, respectively.

b. Short-term bills payable
Outstanding short-term bills payable were as follows:

December 31

2019 2018
Commercial paper $ 390,000 $ 390,000
Less: Unamortized discounts on bills payable 181 173

$ 389,819 $ 389,827
Interest rate 1.04%-1.05% 1.04%-1.05%
c. Long-term borrowings

December 31

2019 2018
Credit loans $ 1,405,882 $ 1,023,529
Less: Current portion 117,647 117,647

$ 1,288,235 $ 905,882
Interest rate 0.90%-1.10% 0.90%-1.04%
On June 29, 2018, the Company obtained a $500,000 thousand bank loan under a two-year revolving
agreement with the KGI Commercial Bank. As of December 31, 2018, the Company had already
accessed the loan fund of $500,000 thousand.
On December 6, 2018, the Company obtained a $500,000 thousand bank loan under a three-year
revolving agreement with the Agricultural Bank of Taiwan. As of December 31, 2019, the Company
had already accessed the loan fund of $500,000 thousand.
On October 29, 2019 and July 6, 2018, the Company obtained a $200,000 thousand bank loan under a
two-year revolving agreement with SinoPac Bank, respectively. As of December 31, 2019 and 2018,
the Company had already accessed the loan fund of $200,000 thousand, respectively. The bank loan
agreement stipulated that:
1) The ratio of current assets to current liabilities shall not be lower than 100%.
2) The ratio of liabilities to net tangible assets shall not be higher than 175%.

3) Interest coverage shall not be lower than 400%.

4) The net value of tangible assets shall not be lower than $5,000,000 thousand.
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On August 27, 2014, the Company obtained a $500,000 thousand bank loan under a seven-year
revolving agreement with O-Bank. As of December 31, 2019 and December 31, 2018, the Company
had fully accessed the loan fund and the repaid loan fund of $294,118 thousand and $176,471 thousand,
respectively. The bank loan agreement stipulated that:

1) The ratio of current assets to current liabilities shall not be lower than 100%.

2) The ratio of liabilities to net tangible assets shall not be higher than 200%.

3) Interest coverage shall not be lower than 400%.

4) The net value of tangible assets shall not be lower than $5,000,000 thousand.

16. PROVISIONS - CURRENT

December 31

2019 2018
Returns and allowances $ 23173 $ 17,417

Changes in returns and allowances provisions were as follows:

For the Year Ended December 31

2019 2018
Balance at January 1 $ 17,417 $ 29,368
Reversal 6,580 (11,673)
Effect on foreign currency exchange differences (824) (278)
Balance at December 31 $ 23,173 $ 17,417

The provision for customer returns and rebates was based on historical experience, management’s
judgments and other known reasons for occurrence of product returns and rebates in the year. The provision
was recognized as a reduction of operating income in the periods the related goods were sold.

17. RETIREMENT BENEFIT PLANS
a. Defined contribution plans

The Company adopted a pension plan under the Labor Pension Act (LPA), which is a state-managed
defined contribution plan. Under the LPA, an entity makes monthly contributions to employees’
individual pension accounts at 6% of monthly salaries and wages.

For the years ended December 31, 2019 and 2018, the Company recognized pension costs of $13,001
thousand and $12,517 thousand, respectively.

b. Defined benefit plans

The defined benefit plan adopted by the Company in accordance with the Labor Standards is operated
by the government. Pension benefits are calculated on the basis of the length of service and average
monthly salaries of the six months before retirement. The Company contributes amounts equal to 2% of
total monthly salaries and wages to a pension fund administered by the pension fund monitoring
committee. Pension contributions are deposited in the Bank of Taiwan in the committee’s name. Before
the end of each year, the Company assesses the balance in the pension fund. If the amount of the
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balance in the pension fund is inadequate to pay retirement benefits for employees who conform to
retirement requirements in the next year, the Company is required to fund the difference in one
appropriation that should be made before the end of March of the next year. The pension fund is
managed by the Bureau of Labor Funds, Ministry of Labor (the “Bureau”) and the Company has no
right to influence the investment policy and strategy.

The amounts included in the consolidated balance sheets in respect of the Company’s defined benefit
plans were as follows:

December 31

2019 2018
Present value of defined benefit obligation $ 25,841 $ 24,910
Fair value of plan assets (45,010) (44,094)
Net defined benefit assets (part of other non-current assets) $ (19,169) $(19,184)

Movements in net defined benefit assets were as follows:

Present Value

of the Defined
Benefit Fair Value of Net Defined
Obligation the Plan Assets  Benefit Asset

Balance at January 1, 2018 $ 24,729 $(41,817) $ (17,088)
Net interest expense (income) 246 (421) (175)
Recognized in profit or loss 246 (421) (175)
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (1,263) (1,263)
Actuarial gain - changes in demographic
assumptions 606 - 606
Actuarial loss - experience adjustments (671) (671)

Recognized in other comprehensive income (65) (1,263) (1,328)
Contributions from the employer - (593) (593)

Balance at December 31, 2018 24,910 (44,094) (19,184)
Net interest expense (income) 248 (443) (195)
Recognized in profit or loss 248 (443) (195)
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (1,5412) (1,541)
Actuarial gain - changes in financial
assumptions 685 - 685
Actuarial gain - changes in demographic
assumptions 751 - 751
Actuarial loss - experience adjustments 899 - 899
Recognized in other comprehensive income 2,335 (1,541) 794
Contributions from the employer - (584) (584)
Benefits paid (1,652) 1,652 -
Balance at December 31, 2019 $ 25,841 $ (45,010) $(19,169)

136



The amounts of defined benefit plans recognized in profit or loss by function were as follows:

For the Year Ended December 31
2019 2018

Administration profits $ (195 $ (175)

Through the defined benefit plans under the Labor Standards Law, the Company is exposed to the
following risks:

1) Investment risk: The plan assets are invested in domestic/and foreign/equity and debt securities,
bank deposits, etc. The investment is conducted at the discretion of the Bureau of Labor Funds,
Ministry of Labor or under the mandated management. However, in accordance with relevant
regulations, the return generated by plan assets should not be below the interest rate for a 2-year
time deposit with local banks.

2) Interest risk: A decrease in the government bond interest rate will increase the present value of the
defined benefit obligation; however, this will be partially offset by an increase in the return on the
plan’s debt investments.

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

The actuarial valuations of the present value of the defined benefit obligation were carried out by
qualified actuaries. The principal assumptions used for the purposes of the actuarial valuations were as
follows:

December 31

2019 2018
Discount rate 0.75% 1.00%
Expected rates of future salary increase 2.00% 2.00%

If possible reasonable changes in each of the significant actuarial assumptions will occur and all other
assumptions will remain constant, the present value of the defined benefit obligation would increase
(decrease) as follows:

December 31,

2019
Discount rate(s)
0.25% increase $  (714)
0.25% decrease $ 744
Expected rate(s) of salary increase
0.25% increase $ 732
0.25% decrease $ (707)

The sensitivity analysis presented above may not be representative of the actual change in the present
value of the defined benefit obligation as it is unlikely that the change in assumptions would occur in
isolation of one another as some of the assumptions may be correlated.

As of December 31, 2019 and 2018, the expected contributions to the plan for the next year were $732

thousand and $742 thousand, respectively. The average duration of the defined benefit obligation was
11 years.
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18. EQUITY
a. Share capital

December 31

2019 2018
Authorized shares (in thousands) 500,000 400,000
Authorized capital $ 5,000,000 $ 4,000,000
Issued and paid shares (in thousands) 302,957 302,957
Issued capital $ 3,029,572 $ 3,029,572

On February 6, 2020, ITEQ Corporation’s board of directors resolved to issue 30,000 thousand ordinary
shares, with a par value of NT$10, for a consideration of NT$110 per share. The above transaction was
approved by the FSC, and the subscription base date was set by board of directors on February 19,
2020.

b. Capital surplus

December 31

2019 2018
May be used to offset a deficit, distributed as cash dividends, or
transferred to share capital
Shares premium from issuance $ 653,239 $ 653,239

The capital surplus arising from shares issued in excess of par value (including share premium from
issuance of ordinary shares), and donations may be used to offset a deficit; in addition, when the
Company has no deficit, such capital surplus may be distributed as cash dividends or transferred to
share capital (limited to a certain percentage of the Company’s capital surplus and once a year).

c. Retained earnings and dividends policy

Under the dividends policy as set forth in the amended Articles, where the Company made profit in a
fiscal year, the profit shall be first utilized for paying taxes, offsetting losses of previous years, setting
aside as legal reserve 10% of the remaining profit, setting aside or reversing a special reserve in
accordance with the laws and regulations, and then any remaining profit together with any undistributed
retained earnings shall be used by the Company’s board of directors as the basis for proposing a
distribution plan, which should be resolved in the shareholders’ meeting for distribution of dividends
and bonus to shareholders. For information on the accrual basis of the employees’ compensation and
remuneration of directors and supervisors and the actual appropriations, refer to Note 20-5 employee
benefits expense.

The Company is currently in its growth stage; thus, the policy for distribution of dividends should
reflect factors such as the current and future investment environment, fund requirements, domestic
competition and capital budget, as well as benefits to be given out, balance in the distribution of shares
and cash bonuses, and long-term financial planning. The Company’s Articles of Incorporation stipulate
that at least 20% of dividends to shareholders shall be distributed in cash.

Appropriation of earnings to legal reserve shall be made until the reserve equals the Company’s paid-in
capital. Legal reserve may be used to offset deficit. If the Company has no deficit and the legal reserve
has exceeded 25% of the Company’s paid-in capital, the excess may be transferred to capital or
distributed in cash.
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The appropriations from the earnings of 2018 and 2017 were approved in the shareholders’ meetings on
June 13, 2019 and June 15, 2018, respectively. The appropriations were as follows:

Appropriation of Earnings Dividends Per Share (NT$)

2018 2017 2018 2017
Legal reserve $ 177455 $ 124,470
Special reserve 205,680 -
Cash dividends 1,151,237 939,167 $ 3.8 $ 31

The appropriation of the 2019 earnings has not been proposed by the Company’s board of directors.

Information on the bonus to employees, directors and supervisors proposed by the Company’s board of
directors is available on the Market Observation Post System website of the Taiwan Stock Exchange.

d. Other items of equity
1) Exchange differences on translating the financial statements of foreign operations

For the Year Ended December 31

2019 2018
Balance at January 1 $ (204,144) $ (76,429)
Effect of change in tax rate - 2,763
Recognized for the year
Exchange differences on translating the financial

statements of foreign operations (376,967) (130,478)
Other comprehensive income recognized for the year (376,967) (127,715)
Balance at December 31 $ (581,111) $ (204,144)

2) Unrealized gain/(loss) on financial assets at FVTOCI

For the Year Ended December 31

2019 2018
Balance at January 1 per IFRS 9 $ (1,536) $ (1,838)
Recognized for the year
Unrealized gain/(loss) - equity instruments (743) 302
Other comprehensive income recognized for the year (743) 302
Balance at December 31 $ (2,279) $ (1,536)
19. REVENUE

The following is an analysis of the Group’s revenue from its major products:

For the Year Ended December 31

2019 2018
Copper clad laminate $ 16,639,298 $ 15,810,335
Prepeg 6,430,767 5,749,964
Others 721,250 841,423

$ 23,791,315 $ 22,401,722
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The balance of the contract liabilities of the Group from the sale of goods on December 31, 2019 and
December 31, 2018 was $9,036 and $4,409 thousand, respectively. The change in contract liabilities is
mainly due to the difference between the point of meeting the performance obligation and the time of
payment by the customer.

20. NET INCOME (LOSS)

a. Other income

For the Year Ended December 31

2019 2018
Interest income $ 19,492 $ 16,532
Dividends 753 5,745
Government grant 6,428 6,428
Other income 75,455 96,860

$ 102,128 $ 125,565

b. Other gains and losses

For the Year Ended December 31

2019 2018
Net foreign exchange (loss) gain $ (68,193) $ 11,050
Financial assets at FVTPL 39,956 277,372
Loss from disposal of property, plant and equipment (1,588) (5,334)
Loss on fire - (77,558)
Settlement of insurance claim - 157,072
Other gain (loss) (11,065) (27,648)

$ (40,890) $ 334,954

The plant of ITEQ (WX) had a fire on June 8, 2018, causing damage to some parts of the plant,
equipment and inventory. The estimated amount of damages including claims was $77,558 thousand
(including inventory of $12,641 thousand, property, plant and equipment of $31,937 thousand and other
losses of $32,980 thousand). The insurance claim had been settled. The Group received an insurance
claim of $173,664 thousand in the second quarter of 2019 and the estimated reversed other receivables
for the year ended December 31, 2018 was $157,506 thousand.

c. Depreciation and amortization

For the Year Ended December 31

2019 2018
Property, plant and equipment $ 533,565 $ 527,152
Right-of-use assets 59,855 -
Prepayments 16,208 15,808
Lease prepayment - 2,201

609,628 545,251
(Continued)
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An analysis of depreciation by function
Operating costs
Operating expenses

An analysis of amortization by function
Operating costs
Selling and marketing expenses
General and administrative expenses
Research and development expenses

Finance costs

Interest on bank loans

Interest on lease liabilities

Employee benefits expense

For the Year Ended December 31

2019 2018
$ 527,287 $ 466,848
66,133 60,304
$ 593,420 $ 527,152
$ 10,378 $ 11,160
14 20
4,053 5,034
1,763 1,885
$ 16,208 $ 18,099

(Concluded)

For the Year Ended December 31

2019 2018
$ 59,352 $ 53,026

11,379 -
$ 70,731 $ 53,026

For the Year Ended December 31

2019 2018
Short-term benefits $ 2,046,592 $ 1,673,292
Post-employment benefits (Note 17)
Defined contribution plans 13,001 12,517
Defined benefit plans (195) (175)
$ 2,059,398 $ 1,685,634
For the Year Ended December 31
2019 2018
Classified as Classified as
Classified as Operating Classified as Operating
Operating Cost Expense Total Operating Cost Expense Total
Analysis by function
Salaries and bonuses $ 976,833 $ 574,658 $ 1,551,491 $ 751,580 $ 466,847 $ 1,218,427
Employees’ insurance 17,514 12,840 30,354 16,325 12,118 28,443
Pension cost 7,162 5,644 12,806 6,624 5,718 12,342
Others 344,222 120,525 464,747 360,422 66,000 426,422
$ 1345731 $ 713,668 $ 2,059,398 $ 1,134,951 $ 550,683 $ 1,685,634

As of December 31, 2019 and 2018, the Group’s number of employees were 3,169 and 2,979,

respectively.
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Articles of Incorporation of the Company stipulate to distribute employees’ compensation and
remuneration of directors and supervisors at the rates no less than 2% and no higher than 2%,
respectively, of net profit before income tax, employees’ compensation, and remuneration of directors
and supervisors. The employees’ compensation and remuneration of directors and supervisors in cash
for the years ended December 31, 2019 and 2018 have been approved by the Company’s board of
directors on March 17, 2020 and March 14, 2019, respectively.

For the Year Ended December 31

2019 2018
Employees’ compensation - ratio 5% 4.28%
Remuneration of directors and supervisors - ratio 1% 1.50%
Employees’ compensation - cash $ 136,303 $ 82,103
Remuneration of directors and supervisors - cash 27,261 28,786

If there is a change in the proposed amounts after the annual consolidated financial statements were
authorized for issue, the differences are recorded as a change in accounting estimate and will be
reflected in the following year.

There was no difference between the amounts of the bonus to employees and the remuneration of
directors and supervisors approved in the shareholders’ meetings and the amounts recognized in the
consolidated financial statements for the years ended December 31, 2018 and 2017.
Information on the employees’ compensation and remuneration of directors and supervisors resolved by
the Company’s board of directors in 2020 and 2019 are available on the Market Observation Post
System website of the Taiwan Stock Exchange.

f. Gains (losses) on foreign currency exchange

For the Year Ended December 31

2019 2018
Foreign exchange gains $ 19,244 $ 171,702
Foreign exchange losses (87,437) (160,652)
Net gain (loss) $ (68,193) $ 11,050

21. INCOME TAXES
a. The major components of income tax expense recognized in profit or loss were as follows:

For the Year Ended December 31

2019 2018
Current tax
Current year $ 625,894 $ 322,996
Additional 10% income tax on unappropriated earnings 20,487 18,029
Additional income tax under basic income 2,311 30,238
Prior year adjustments 11,372 (7,990)
660,064 363,273
(Continued)
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For the Year Ended December 31

2019 2018
Deferred tax
Current year $ (30,803) $ 8,470
Effect of change in tax rate - 34,782
Others 1,475 10,801
(29,328) 54,053
Income tax expense recognized in profit or loss $ 630,736 $ 417,326
(Concluded)

A reconciliation of accounting profit and income tax expense is as follows:

For the Year Ended December 31

2019 2018
Income before income tax from continuing operations $ 3,094,036 $ 2,191,883
Income tax expense calculated at the statutory rate $ 1,053,429 $ 696,532
Nondeductible expenses in determining taxable income (417,071) (358,380)
Additional income tax under the basic income 2,311 30,238
Deferred tax effect of earnings of subsidiaries (4,185) 43,907
Additional 10% income tax on unappropriated earnings 20,487 18,029
Adjustments for prior year’s tax 11,372 (7,990)
Unrecognized deductible temporary differences (33,324) (41,175)
Effect of change in tax rate - 34,782
Others (2,283) 1,383
Income tax expense recognized in profit or loss $ 630,736 $ 417,326

In 2017, the applicable corporate income tax rate used by the group entities in the ROC is 17%.
However, the Income Tax Act in the ROC was amended in 2018, and the corporate income tax rate was
adjusted from 17% to 20%, effective in 2018. In addition, the rate of the corporate surtax applicable to
the 2018 unappropriated earnings will be reduced from 10% to 5%. The applicable tax rate used by
subsidiaries in China is 25%. Tax rates used by other group entities operating in other jurisdictions are
based on the tax laws in those jurisdictions.

In addition, ITEQ (WX) and ITEQ (DG) were recognized as entities in the high and new technology
industry in the People’s Republic of China in November 2018 and were listed in the high-tech
enterprises. Therefore, their income tax rate is 15% in the 2018 to 2020; the tax amount generated in
other jurisdictions is calculated based on the applicable tax rate in each relevant jurisdiction.

As the status of the 2019 appropriation of earnings is uncertain, the potential income tax consequences
of the 2018 unappropriated earnings are not reliably determinable.
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b.

Income tax recognized in other comprehensive income

Deferred tax

Effect of change in tax rate
In respect of the current period

Translation of foreign operations
Unrealized gain/(loss) of financial assets at FVTOCI

Total income tax recognized in other comprehensive income

Current tax asset and liability

Current tax liability
Income tax payable

Deferred tax assets and liabilities

For the Year Ended December 31

2019

94,242
186

$ 94,428

2018

$ 2,763

32,619
(75)

$ 35,307

December 31

2019

$ 865,270

The movements of deferred tax assets and deferred tax liabilities were as follows:

For the year ended December 31, 2019

Deferred tax assets
Impairment loss
Unrealized sales

allowance
Write-down of
inventories
Bad debt expense
Exchange differences
on translating the
financial statements
of foreign operations
Unrealized exchange
gains and losses
Unrealized gain of
patent disposal
Others (Note)

Deferred tax liabilities
Investments accounted
for using equity
method
Others

Opening
Balance

$ 5364
2,584

20,554
17,305

51,035

5,033

$ 101,875

$ 366,006
1,702

$ 367,708

Recognized in

Other
Recognized in  Comprehensive
Profit or Loss Income
$ (213) $ -
(1,303) -
1,994 -
(1,367) -
- 94,242
2,899 -
14,836 -
6,595 186
$ 23441 $ 94428
$ (4,189) $ -
(1,702) -
$ (5,887) 3 -
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2018

$ 570,668

Closing Balance
$ 5151
1,281

22,548
15,938

145,277
2,899

14,836
11,814

$ 219,744

$ 361,821

$ 361821



For the year ended December 31, 2018

Recognized in

Other
Opening Recognized in  Comprehensive
Balance Profit or Loss Income Closing Balance
Deferred tax assets

Impairment loss $ 26,053 $ (20,689) $ - $ 5,364
Unrealized sales

allowance 7,342 (4,758) - 2,584
Write-down of

inventories 26,418 (5,864) - 20,554
Bad debt expense 24,128 (6,823) - 17,305
Exchange differences

on translating the

financial statements

of foreign operations 15,653 - 35,382 51,035
Others (Note) 5,779 (671) (75) 5,033

$ 105,373 $ (38,805) $ 35307 $ 101,875
Deferred tax liabilities

Investments accounted

for using equity

method $ 352,460 $ 13,546 $ - $ 366,006
Others - 1,702 - 1,702

$ 352,460 $ 15,248 $ - $ 367,708

Note: The beginning balance includes IFRS 9 account opening impact of $460 thousand.

e. The information of temporary differences associated with investments for which deferred tax liabilities
have not been recognized

As of December 31, 2019 and 2018, the taxable temporary differences associated with subsidiaries for
which no deferred tax liabilities have been recognized were $7,871,136 thousand and $6,095,292
thousand, respectively.
f. Income tax returns of the Company and Bon Mou Investment Co. through 2017 had been examined and
assessed by the tax authorities.
22. EARNINGS PER SHARE
Unit: NT$ Per Share

For the Year Ended December 31

2019 2018
Basic earnings per share
Basic earnings per share $ 813 $ 5.86
Diluted earnings per share
Diluted earnings per share $ 8.10 $ 5.82
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23.

The net income and weighted average number of ordinary shares outstanding in calculating earnings per
share were as follows:

Net Income
For the Year Ended December 31
2019 2018
Net income in computation of basic earnings per share $ 2,463,300 $ 1,774,557
Net income in computation of diluted earnings per share $ 2,463,300 $ 1,774,557

Ordinary Shares
Unit: Thousand Shares

For the Year Ended December 31

2019 2018
Weighted average number of ordinary shares in computation of basic
earnings per share 302,957 302,957
Effect of potentially dilutive ordinary shares:
Employees’ compensation or bonus to employees 1,292 1,808
Weighted average number of ordinary shares used in the
computation of diluted earnings per share 304,249 304,765

If the Company can settle the compensation to employees in cash or shares, the Group assumes the entire
amount of the compensation would be settled in shares and the resulting potential shares are included in the
weighted average number of shares outstanding used in the computation of diluted earnings per share, if the
effect is dilutive. Such dilutive effect of the potential shares is included in the computation of diluted
earnings per share until the shareholders resolve the number of shares to be distributed to employees at their
meeting in the following year.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as going
concerns while maximizing the return to shareholders through the optimization of the debt and equity
balance.

The capital structure of the Group consists of net debt (borrowings offset by cash and cash equivalents) and
equity of the Group (comprising issued capital, capital surplus, retained earnings and other equity).

The Group is not subject to any externally imposed capital requirements.

Key management personnel of the Group review the capital structure quarterly. As part of this review, the
key management personnel consider the cost of capital and the risks associated with each class of capital.
Under the recommendations of the key management personnel, to balance the overall capital structure, the
Group may adjust the amount of dividends paid to shareholders and the number of new shares issued and
repurchased.
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24. DISCLOSURES FOR FINANCIAL INSTRUMENTS
a. Fair values of financial instruments that are measured at fair value
1) Degree of fair value measurements

December 31, 2019

Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Securities listed in ROC
Equity securities $ 83974 $ - $ 9,045 $ 93,019
Financial assets at FVTOCI
Equity securities $ - $ - $ 28,505 $ 28,505
December 31, 2018
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Securities listed in ROC
Equity securities $ 96,769 $ - $ - $ 96,769
Financial assets at FVTOCI
Equity securities $ - $ - $ 29434 $ 29,434

There were no transfers between Levels 1 and 2 in the current and prior periods.
2) Reconciliation of Level 3 fair value measurements of financial instruments

Financial Assets Financial Assets

at FVTPL at FVTOCI
Balance at January 1, 2019 $ - $ 29,434
Recognized in profit or loss 9,045 -
Recognized in other comprehensive income - (929)
Balance at December 31 $ 9,045 $ 28,505
Balance at January 1, 2018 per IAS 39 $ - $ -
Adjustment on initial application of IFRS 9 - 29,507
Balance at January 1, 2018 per IFRS 9 - 29,507
Recognized in other comprehensive income - 377
Balance at December 31 $ - $ 29,434
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3)

Valuation techniques and inputs applied for Level 3 fair value measurement

The financial statements of the Group include non-publicly quoted equity investments measured at
fair value. The determination of fair value is based on the comparative company method, the
counter price adjustment method, and the latest available net value information assessment. The
main assumption of the comparative company method is based on the market multiplier of the
market price of listed companies and the net value per share. These values have taken into account
the liquidity discounts.

Level 3 fair value multipliers and liquidity discounts for financial instruments are as follows:

Liquidity
Multiplier Discounts
December 31, 2019 1.24-2.79 20%

b. Categories of financial instruments

December 31

2019 2018
Financial assets
Financial assets at FVTPL $ 93,019 $ 96,769
Financial assets at amortized cost (1) 14,475,024 12,938,947
Financial assets at FVTOCI 28,505 29,434
Financial liabilities
Amortized cost (2) 11,079,527 9,703,778

1)

2)

The balances include financial assets measured at amortized cost, which comprise cash and cash
equivalents, notes receivable, accounts receivable, portion of other receivables and refundable
deposits.

The balances included financial liabilities measured at amortized cost, which comprise short-term
and long-term loans, short-term bills payable, notes payable, accounts payable, other payables,
current portion of long-term borrowings, and guarantee deposits received.

¢. Financial risk management objective and policies

The Group monitors and manages the financial risks relating to the operations of the Group through
internal risk reports which analyze exposures by degree and magnitude of risks. These risks include
market risk (including currency risk, interest rate risk and other price risk), credit risk and liquidity risk.

The Group’s Finance Department seeks to manage the effect of these risks by using derivative financial
instruments to hedge risk exposures under the policies approved by the board of directors. The Group
does not enter into or trade financial instruments, including derivative financial instruments, for
speculative purposes. Compliance with policies and exposure limits is being reviewed by the internal
auditors on a continuous basis.
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1) Market risk

a)

b)

Foreign currency risk

The Group had foreign currency sales and purchases, which exposed the Group to foreign
currency risk. For the years ended December 31, 2019 and 2018 approximately 18% and 39% of
the Group’s sales and almost 47% and 60% of costs, respectively were denominated in
currencies other than the functional currency of the Group. Exchange rate exposures were
managed within approved policy parameters utilizing forward foreign exchange contracts.

The carrying amounts of the Group’s foreign currency denominated monetary assets and
monetary liabilities (including those eliminated on consolidation) and derivatives exposed to
foreign currency risk at the end of the reporting period are set out in Note 27.

Sensitivity analysis

The Group was mainly exposure to U.S. dollars and analyzed the sensitivity to a $0.5 increase
and decrease in New Taiwan dollars against one U.S. dollar. The sensitivity to a $0.5 change in
New Taiwan dollars is used when reporting foreign currency risk internally to key management
personnel and represents management’s assessment of the reasonably possible change in foreign
exchange rates. A positive number below indicates an increase in pre-tax profit or other equity if
U.S. dollars strengthened by $0.5 against the one New Taiwan dollar. For a $0.5 in U.S. dollars
weakening of U.S. dollars against one New Taiwan dollar, there would be an equal and opposite
impact on pre-tax profit or other equity and the balances below would be negative.

Currency USD
2019 2018

Profit or loss $ (7,286) $ (29,724)
Interest rate risk

The Group was exposed to fair value interest rate risk because of fixed rate debt investments
with short-term bills payable.

The Group was also exposed to cash flow interest rate risk because of demand deposits and
floating rate bank borrowings.

The Group reviewed the interest level regularly and maintained the scope of interest rate stably.
The Group will adopt hedging strategies in the cost-effective way, if necessary.

The carrying amounts of the Group’s financial assets and financial liabilities with exposure to
interest rates at the end of the reporting period were as follows:

December 31

2019 2018
Fair value interest rate risk
Financial assets $ - $ 340,115
Financial liabilities 389,819 389,827
Cash flow interest rate risk
Financial assets 2,272,980 2,405,983
Financial liabilities 4,780,706 4,281,983
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Sensitivity analysis

The sensitivity analyses have been determined based on the exposure to floating interest rates
for financial assets and financial liabilities. A 25 basis point increase or decrease is used when
reporting interest rate risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in interest rates. If interest rates
had been 25 basis points higher and all other variables were held constant, the Group’s pre-tax
profit for the years ended December 31, 2019 and 2018 would decrease by $6,269 thousand and
$4,690 thousand, respectively.

c) Other price risk

The price changes in the Group’s financial products, which are engaged in transactions or not
for sale, will cause the fair value to change.

Sensitivity analysis

The Group reports the reasonable risk assessment of price changes to key management
personnel assuming a hypothetical increase or decrease of 10% in equity prices. For the years
ended December 31, 2019 and 2018, if equity prices increase by 10%, income before tax will be
$9,302 thousand and $9,677 thousand due to profit and loss, and other comprehensive income
before tax will increase by $2,851 thousand and $2,943 thousand due to the increase in fair
value of financial assets measured at fair value through other comprehensive profit and loss,
respectively.

2) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting
in financial loss to the Group. As at the end of the reporting period, the Group’s maximum exposure
to credit risk which will cause a financial loss to the Group due to failure of counterparties to
discharge an obligation and financial guarantees provided by the Group could arise from the
carrying amount of the respective recognized financial assets as stated in the balance sheets.

The Group had assigned a team to be responsible for determine and approving credit line, and this
team evaluated continuously financial situation, industries and region regarding customers
generated accounts receivable. In order to reduce credit risk, the Group proceeded to factoring and
insure accounts receivable if necessary. In addition, the Group reviewed monthly the overdue
amount of each individual accounts receivable and further recovering strategy to ensure that
adequate allowances are made for irrecoverable amounts at the balance sheet date. In this regard,
management believes the Group’s credit risk was significantly reduced.

The credit risk on liquid funds and derivatives was limited because the counterparties are banks
with high credit ratings assigned by international credit-rating agencies.

The Group’s concentration of credit risk of 59% and 50% of total accounts receivables as of

December 31, 2019 and 2018, respectively, were related to the Group’s ten largest customers. The
concentration of credit risk for the remainder of accounts receivable were immaterial.
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3) Liquidity risk

Ultimate responsibility for liquidity risk management rests with the board of directors, which has
built an appropriate liquidity risk management framework for the Group’s short, medium and
long-term funding and liquidity management requirements. The Group manages liquidity risk by
maintaining adequate banking facilities and reserve borrowing facilities in capital market, and
continuously monitoring forecast and actual cash flows as well as matching the maturity profiles of
financial assets and liabilities. The detailed information of the Group’s unused financing facilities as
of December 31, 2019 and 2018 is further stated in (b) financing facilities below.

a) Liquidity risk tables for non-derivative financial liabilities
The following table details the Group’s remaining contractual maturity for its non-derivative
financial liabilities with agreed repayment periods. The tables had been drawn up based on the
undiscounted cash flows of financial liabilities from the earliest date on which the Group can be
required to pay. The tables included both interest and principal cash flows.

December 31, 2019

180 Days 181-270 Days 271-360 Days 361+ Days Total

Non-derivative financial liabilities
Short-term borrowings $ 3,379,497 $ - $ - $ - $ 3,379,497
Short-term bills payable 390,000 - - - 390,000
Notes payable and accounts

payable 6,383,549 - - - 6,383,549
Other payables 1,298,996 - - - 1,298,996
Lease liabilities 35,419 17,746 17,735 384,862 455,762
Long-term borrowings 62,422 31,502 34,371 1,291,574 1,419,869

$ 11,549,883 $ 49,248 $ 52,106 $ 1676436 $ 13,327,673

Further information on the analysis of lease liabilities maturity is as follows:

Less than One

Year 1-5 Years 5-10 Years
Lease liabilities $ 70,900 $ 250,085 $ 134,777
December 31, 2018
180 Days 181-270 Days 271-360 Days 361+ Days Total

Non-derivative financial liabilities
Short-term borrowings $ 3,261,663 $ - $ - $ - $ 3,261,663
Short-term bills payable 390,000 - - - 390,000
Notes payable and accounts

payable 4,272,168 - - - 4,272,168
Other payables 734,141 - - - 734,141
Long-term borrowings 63,840 31,920 31,920 910,674 1,038,354

$ 8721812 $ 31,920 $ 31,920 $ 910,674 $ 9,696,326
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b) Financing facilities

Bank borrowings are a major source for the liquidity of the Group. The Group’s financing
facilities are as follows:

December 31

2019 2018
Unsecured bank borrowings facility
Amount used $ 6,288,088 $ 5,510,340
Amount unused 4,879,241 3,524,755

$ 11,167,329 $ 9,035,095

d. Transfers of financial assets

Factored trade receivables for the years ended December 31, 2019 and 2018 were as follows:

Interest
Rates on
Advances Advances
Received Receivables Received at Amounts
Counterparties (%) Sold Year-end Collected Credit Line
December 31, 2019
Bank SinoPac - $ 85135 $ -3 85,135 $ 224,850
Bank of Jiangsu - - - - 128,925
Taishin Bank - 60,617 - 60,617 216,902
KGI Commercial Bank - 2,561 - 2,561 17,988
$ 148313 $ - $ 148313 $ 588,665
December 31, 2018
China CITIC Bank - $ - $ - % - $ 1,535,750
Bank of Jiangsu 4.2 24,828 19,862 4,966 368,580
Taishin Bank - 88,993 - 88,993 220,504
Yuanta Bank - 1,130 - 1,130 20,000
KGI Commercial Bank - 6,217 - 6,217 18,429

$ 121,168 $ 19862 $ 101,306 $ 2,163,263

The above credit lines may be used on a revolving basis.

Pursuant to the Group’s factoring agreements, losses from commercial disputes (such as sales returns
and discounts) were borne by the Group, while losses from credit risk were borne by the banks. As of
December 31, 2019 and 2018, the Group issued promissory notes with an aggregate amount of
$507,902 thousand and $494,575 thousand to the banks as collateral, respectively.
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25. TRANSACTIONS WITH RELATED PARTIES
Balances and transactions between the Company and its subsidiaries have been eliminated on consolidation
and are not disclosed in this note. Details of transactions between the Group and other related parties are
disclosed below.

a. Related party name and category

Related Party Name Related Party Category

Win Corporation Same chairman
b. Lease arrangements - Group is lessee

The Group entered into an operating lease agreement for lease of land and plant with Win Corporation.
The lease period is from January 1, 2013 through December 31, 2028 and the rental is payable monthly

December 31

Line Item 2019 2018
Right-of-use assets $ 254,002 $ -
Refundable deposits $ 99,686 $ 110,000
Lease liabilities - current $ 25,592 $ -
Lease liabilities - non-current 220,044 -

$ 245,636 $ -
December 31

Line Item 2019 2018
Finance costs $ 4119 $ -
Depreciation expense $ 28,222 $ -
Lease expense $ - $ 30,364
Interest income $ 1,085 $ -

c. Compensation of key management personnel

For the Year Ended December 31

2019 2018
Short-term employee benefits $ 106,346 $ 85,929
Post-employment benefits 668 733

$ 107,014 $ 86,662

The remuneration of directors and key executives was determined by the remuneration committee based
on the performance of individuals and market trends.
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26. SIGNIFICANT COMMITMENTS AND CONTINGENCIES
Significant commitments and contingencies of the Group as of December 31, 2019 were as follows:
a. Unused letters of credit amounted to $519,030 thousand.

b. Total contracted construction equipment fees not yet paid were $913,143 thousand.

27. SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES
The following information was aggregated by the foreign currencies other than functional currencies of the
Group and the exchange rates between foreign currencies and respective functional currencies were
disclosed. The significant assets and liabilities denominated in foreign currencies were as follows:

December 31

2019 2018
Foreign currency asset
Monetary item
uUsD $ 84,088 $ 147,146
Exchange rate 29.98 30.72
Carrying amount 2,520,958 4,519,589
Foreign currency liabilities
Monetary item
uUsSD 98,660 206,593
Exchange rate 29.98 30.72
Carrying amount 2,957,827 6,345,504
For the Year Ended December 31
2019 2018
Net Foreign Net Foreign
Exchange Gain Exchange Gain
Exchange Rate (Loss) Exchange Rate (Loss)
usD 6.89 (USD:RMB) $ (41,398) 6.61 (USD:RMB) $(28,921)
usSD 30.91 (USD:NTD) (34,055) 30.14 (USD:NTD) 33,239

28. SEPARATELY DISCLOSED ITEMS
a. Information about significant transactions and b. investees:
1) Financing provided to others. (Table 1)
2) Endorsements/guarantees provided. (Table 2)

3) Marketable securities held (excluding investment in subsidiaries, associates and joint controlled
entities). (Table 3)

4) Marketable securities acquired and disposed at costs or prices at least NT$300 million or 20% of the
paid-in capital. (None)
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5) Acquisition of individual real estate at costs of at least NT$300 million or 20% of the paid-in
capital. (None)

6) Disposal of individual real estate at prices of at least NT$300 million or 20% of the paid-in capital.
(None)

7) Total purchases from or sales to related parties amounting to at least NT$100 million or 20% of the
paid-in capital. (Table 4)

8) Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in
capital. (Table 5)

9) Trading in derivative instruments. (None)
10) Intercompany relationships and significant intercompany transactions. (Table 6)
11) Information on investees. (Table 8)
c. Information on investments in mainland China

1) Information on any investee company in mainland China, showing the name, principal business
activities, paid-in capital, method of investment, inward and outward remittance of funds,
ownership percentage, net income of investees, investment income or loss, carrying amount of the
investment at the end of the period, repatriations of investment income, and limit on the amount of
investment in the mainland China area. (Table 7)

2) Any of the following significant transactions with investee companies in mainland China, either
directly or indirectly through a third party, and their prices, payment terms, and unrealized gains or
losses:

a) The amount and percentage of purchase: Tables 4 and 8.

b) The amount and percentage of sales: Tables 4, 5 and 8.

¢) The amount of assets disposed of and related gain or loss: None.

d) Endorsement/guarantee provided: Table 2.

e) Financing provided: Table 1.

f) Other transactions that significantly impacted current year’s profit or loss or financial position:

None.
29. SEGMENT INFORMATION

Information reported to the chief operating decision maker for resource allocation and segment performance
assessment focuses on types of goods or services delivered or provided. Specifically, the Group’s reportable
segments reporting department (products included prepeg products (PP) and copper clad laminates (CCL))
were as follows:
The Company excluded revenue and profit from triangular trade.

ITEQ (WX) included revenue and profit from ITEQ (WX) and IIL.

ITEQ (DG) included revenue and profit from ITEQ (DG) and IPL.
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Others included revenue and profit from ITEQ (HJ), ITEQ (GZ), ITEQ (XT), Bon Mou Investment Co.,
ITEQ International, ITEQ Holding, ITEQ (HK), ESIC, Eagle Great and Shining Era.

a. Segment revenues and results

The following was an analysis of the Group’s revenue and results by reporting department.

Segment Revenue Segment Profit
For the Year Ended For the Year Ended
December 31 December 31
2019 2018 2019 2018

The Company $ 5024371 $ 4,042,620 $ 228,181 % (15,631)

ITEQ (WX) 11,877,935 13,306,246 1,687,817 1,077,391

ITEQ (DG) 11,653,676 9,734,292 772,273 426,368

Others 6,581,606 5,897,809 578,821 407,152

$ 35,137,588 $ 32,980,967 3,267,092 1,895,280

Headquarter management cost (163,563) (110,890)
Non-operating income and

expense (9,493) 407,493

Income before income tax $ 3094036 $ 2,191,883

Intersegment transactions were not eliminated from segment revenue reported above. For the year
ended December 31, 2019, the intersegment revenue from ITEQ (WX), ITEQ (DG) and others
amounted to $2,161,353 thousand, $3,104,729 thousand and $6,080,191 thousand, respectively; for the
year ended December 31, 2018, the intersegment revenue from ITEQ (WX), ITEQ (DG) and others
amounted to $4,214,266 thousand, $4,609,334 thousand and $1,755,645 thousand, respectively.

Segment profit represents the profit earned by each segment without allocation of central administration
costs and non-operating income and gains, non-operating expense and losses and income tax expense.
This is the measure reported to the chief operating decision maker for the purposes of resource
allocation and assessment of segment performance.

b. Segment total assets and liabilities

December 31

2019 2018
Segment assets
The Company $ 4,563,504 $ 3,398,223
ITEQ (WX) 9,207,259 7,114,076
ITEQ (DG) 7,815,060 6,170,952
Others 9,786,138 6,389,664
31,371,961 23,072,915
Others 47,488,305 39,224,842
Eliminations (55,379,918) (43,602,453)
Total assets $ 23,480,348 $ 18,695,304
(Continued)
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December 31

2019 2018
Segment liabilities
The Company $ 2,505,341 $ 1,454,152
ITEQ (WX) 4,238,625 3,649,147
ITEQ (DG) 3,386,628 2,245,591
Others 5,379,388 2,429,670
15,509,982 9,778,560
Others 6,734,053 5,381,322
Eliminations (7,689,218) (4,456,550)
Total liabilities $ 14,554,817 $ 10,703,332
(Concluded)

For the purpose of monitoring segment performance and allocating resources between segments:

All assets were allocated to reporting department other than interests in associates accounted for
financial assets at FVTPL, financial assets at FVTOCI, current tax assets and deferred tax assets.
Goodwill was allocated to reporting department. Assets used jointly by reporting department were
allocated on the basis of the revenues earned by individual reporting department.

Other segment information

Additions to
Depreciation and Amortization Non-current Assets
For the Year Ended For the Year Ended
December 31 December 31
2019 2018 2019 2018
The Company $ 234,305 $ 208,431 $ 82,686 $ 29,827
ITEQ (WX) 161,089 167,752 58,545 191,570
ITEQ (DG) 67,978 59,858 35,024 53,281
Others 146,256 109,210 1,819,928 9,499
609,628 545,251 $ 1,996,183 $ 284177

$ 609,628 $ 545251

Geographical information
The Group operates in two principal geographical areas - Taiwan and Asia.

The Group’s revenue from external customers by location of operations and information about its
non-current assets by location of assets are detailed below:

Revenue from
External Customers

For the Year Ended Non-current Assets
December 31 December 31
2019 2018 2019 2018
Taiwan $ 5024371 $ 4042620 $ 1,104,187 $ 975,064
Asia 18,766,944 18,359,102 4,378,749 2,416,067

$ 23791315 $ 22,401,722 $ 5482936 $ 3,391,131
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Non-current assets excluded prepaid investment cost, available-for-sale financial assets - non-current,
net, financial assets at FVTPL - non-current, financial assets at FVTOCI - non-current, financial assets
measured at cost - non-current and deferred tax assets.

Information about major customers

For the years ended December 31, 2019 and 2018, revenues of $2,035,427 thousand and $1,936,662
thousand, respectively, from sales of the Group’s largest customer were accounted for 8% and 9%, of
the Group’s total sales.
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ITEQ CORPORATION AND SUBSIDIARIES

FINANCING PROVIDED TO OTHERS
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 1

. . . . Maximum Balance . Transaction Business Reasons for Collateral Financing Limi_t for Financing Amount
No Financing Company Borrower Financial Statement Related for the Period Ending Balance Amounts Interest Tvoe of Einancin Transaction Short-term Allowance for Each Borrowing Limits
' Name Account Parties (In Thousands) Rate yp 9 . - Doubtful Accounts Item Value Company
(In Thousands) (In Thousands) Amounts Financing (Notes 1 and 2)
(Notes 1 and 2)
1 (1L ITEQ (WX) Accounts receivable - related Yes US$ 12,906 Us$ 12,906 US$ 12,906 - Short-term financing Operating capital | $ - - $ $ 1,094,389 $ 1,094,389
parties and other thousand thousand thousand
receivables - related parties
2 |ITEQ (DG) ITEQ (IX) Accounts receivable - related Yes RMB 200,000 RMB 200,000 RMB 130,000 1.5 |Short-term financing Operating capital - - 1,690,520 1,690,520
parties and other thousand thousand thousand
receivables - related parties
ITEQ (HJ) Accounts receivable - related Yes RMB 10,864 RMB - RMB - - Short-term financing Operating capital - - 1,690,520 1,690,520
parties and other thousand thousand thousand
receivables - related parties
3 |ITEQ (HK) ITEQ (WX) Accounts receivable - related Yes us 388 us 388 us 388 - Short-term financing Operating capital - - 1,690,520 1,690,520
parties and other thousand thousand thousand
receivables - related parties
4 |ITEQ (WX) 1L Accounts receivable - related Yes RMB 23,554 RMB 23,554 RMB 23,554 - Short-term financing Operating capital - - 1,690,520 1,690,520
parties and other thousand thousand thousand
receivables - related parties
ITEQ (IX) Accounts receivable - related Yes RMB 300,000 RMB 300,000 RMB 100,000 1.5 |Short-term financing Operating capital - - 1,690,520 1,690,520
parties and other thousand thousand thousand
receivables - related parties
5 |Bon Mou Investment |ITEQ Corporation|Accounts receivable - related Yes NT$ 100,000 NT$ - NT$ - - Short-term financing Operating capital - - 1,690,520 1,690,520
Co. parties and other thousand thousand thousand
receivables - related parties
Note 1:  Not exceeding 20% and 40% of the latest net assets of the Company reviewed by auditors.
Note 2:  Lower of 600% of the latest net assets of ITEQ subsidiaries audited or reviewed by auditors or 20% of the latest audited or reviewed net assets of the Company.
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TABLE 2

ITEQ CORPORATION AND SUBSIDIARIES

ENDORSEMENT/GUARANTEE PROVIDED
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

Guaranteed Party Limits on .
Endorsement/ Ratio of
Guarantee Amount of Accumulated Maximum Endorsement/
Amount Maximum Endorsement/ | Endorsement/ | Endorsement/ | Endorsement/ | Endorsement/ | Guarantee
No Endorsement/ Provided to Balance for the | Endina Balance Amount Actually Guarantee Guarantee to Guarantee Guarantee Guarantee Provided to
" | Guarantee Provider Name Relationship : g Drawn Collateralized by| Net Equity of Amount Provided by | Provided by |Subsidiaries in
Each Period e .
Property, Plant the Latest Allowable Parent Subsidiaries Mainland
Guaranteed . . . .
Party and Equipment Financial (Notes 1 and 2) China
(Notes 1 and 2) Statement
0 |ITEQ Corporation IL, IPL Indirect holding 100% by subsidiary | $ 8,452,601 $ 300,000 $ 300,000 $ 74,950 $ - 3.55% $ 8,452,601 Y N N
(Note 3)
L Indirect holding 100% by subsidiary 8,452,601 1,216,600 1,094,270 151,588 - 12.95% 8,452,601 Y N N
(Note 3)
IPL Indirect holding 100% by subsidiary 8,452,601 2,053,630 2,053,630 912,247 - 24.30% 8,452,601 Y N N
(Note 3)
ITEQ (WX) Indirect holding 100% by subsidiary 8,452,601 252,800 239,840 - - 2.84% 8,452,601 Y N Y
(Note 3)

Note 1:  100% of the latest audited or reviewed equity of the Company.
Note 2:  Not exceeding 300% of the latest net assets of ITEQ subsidiaries audited or reviewed by auditors.

Note 3:  Bank guarantee amount obtained by jointly issuing bills.
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ITEQ CORPORATION AND SUBSIDIARIES

MARKETABLE SECURITIES HELD

DECEMBER 31, 2019

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 3

Type and Name of Marketable Securities

Relationship with the Holding Company

December 31, 2019

Holding Company Name (Note 1) (Note 2) Financial Statement Account Shares Carrying Percentage of Fair VValue Note
(Thousands) Amount Ownership

ITEQ Corporation Shares
Bon-In Biologic Technology Company - Financial assets at FVTPL - current 100 $ - 5.0 $ -

Bon Mou Investment Co.  |Shares
Mortech Corporation - Financial assets at FVTPL - current 500 9,045 1.3 9,045
Big Sun Energy Technology Inc. - Financial assets at FVTPL - non-current 887 - 0.5 -
Ding Mou Corporation - Financial assets at FVTPL - non-current 100 - 0.4 -
Gemtek Technology Co., Ltd. Its director is the chairman of the Company Financial assets at FVTPL - current 2,440 62,952 0.7 62,952
Grand Fortune Securities Co., Ltd. - Financial assets at FVTPL - current 2,234 21,022 0.9 21,022
TIEF Fund, L.P. - Financial assets at FVTOCI - non-current - 28,505 4.8 28,505

Note 1: Marketable securities were shares, bonds, beneficiary certificates and others within the scope of IFRS 9 “Financial Instruments”.

Note 2: Refer to Tables 6 and 7 for the information on subsidiaries and associates.
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TABLE 4

ITEQ CORPORATION AND SUBSIDIARIES

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

Transaction Details Abnormal Transaction Nc_)tes/ Accounts
Buyer Related Party Relationship Purchase/ — Becelvable Payable) Note
Sale Amount % to Total | Payment Terms Unit Price Payment Terms |Ending Balance| % to Total
ITEQ Corporation ITEQ (DG) Indirect holding 100% by subsidiary |Purchase $ 491,636 15 - $ - - $ (2,575) -
ITEQ (DG) ITEQ Corporation Indirect holding 100% by subsidiary |Sale (491,636) 5) - - - 2,575 -
ITEQ Corporation ITEQ (DG) Indirect holding 100% by subsidiary |Sale (2,249,430) (45) - - - 862,876 49
ITEQ (DG) ITEQ Corporation Indirect holding 100% by subsidiary |Purchase 2,249,430 26 - - - (862,876) (32)
ITEQ Corporation ITEQ (WX) Indirect holding 100% by subsidiary |Purchase 302,780 9 - - - (101,568) (6)
ITEQ (WX) ITEQ Corporation Indirect holding 100% by subsidiary |Sale (302,780) 3 - - - 101,568 8
ITEQ Corporation ITEQ (WX) Indirect holding 100% by subsidiary |Sale (536,504) (1) - - - 170,365 10
ITEQ (WX) ITEQ Corporation Indirect holding 100% by subsidiary |Purchase 536,504 6 - - - (170,365) (5)
ITEQ (DG) IPL Same parent company Sale (471,097) %) - - - 112,297 3
IPL ITEQ (DG) Same parent company Purchase 471,097 25 - - - (112,297) (21)
ITEQ (DG) ITEQ (GZ) Same parent company Sale (1,539,742) (16) - - - 496,171 12
ITEQ (G2) ITEQ (DG) Same parent company Purchase 1,539,742 32 - - - (496,171) (39)
ITEQ (DG) ITEQ (HJ) Same parent company Sale (138,392) @ - - - 41,184 1
ITEQ (HJ) ITEQ (DG) Same parent company Purchase 138,392 25 - - - (41,184) (37)
ITEQ (G2) ITEQ (DG) Same parent company Sale (1,193,986) (21) - - - 457,329 19
ITEQ (DG) ITEQ (GZ) Same parent company Purchase 1,193,986 14 - - - (457,329) a7
ITEQ (G2) IPL Same parent company Sale (269,344) (5) - - - 24,212 1
IPL ITEQ (GZ) Same parent company Purchase 269,344 14 - - (24,212) 5)
IPL ITEQ (GZ) Same parent company Sale (571,576) (30) - - 165,800 50

162

(Continued)




Transaction Details

Abnormal Transaction

Notes/Accounts
Receivable (Payable)

Buyer Related Party Relationship Purchase/ — _ Note
Sale Amount % to Total | Payment Terms Unit Price Payment Terms |Ending Balance| % to Total
ITEQ (G2) IPL Same parent company Purchase $ 571,576 12 - $ - - $ (165,800) (13)
IPL ITEQ (DG) Same parent company Sale (828,498) (43) - - - 110,681 33
ITEQ (DG) IPL Same parent company Purchase 828,498 10 - - - (110,681) (@)
L ITEQ (WX) Same parent company Sale (462,722) (44) - - - 540,658 75
ITEQ (WX) L Same parent company Purchase 462,722 5 - - - (540,658) a7
L IPL Same parent company Sale (134,616) (13) - - - 46,670 6
IPL L Same parent company Purchase 134,616 7 - - - (46,670) €)]
ITEQ (WX) L Same parent company Sale (575,151) %) 370,464 8
L ITEQ (WX) Same parent company Purchase 575,151 55 (370,464) (82)
ITEQ (WX) ITEQ (DG) Same parent company Sale (793,495) @) 225,085 5
ITEQ (DG) ITEQ (WX) Same parent company Purchase 793,495 9 (225,085) (8)
ITEQ (JX) ITEQ (DG) Same parent company Sale (184,822) 79 207,079 79
ITEQ (DG) ITEQ (JX) Same parent company Purchase 184,822 2 (207,079) @)

Note 1: The transactions with ITEQ (DG) were made through IPL. The transactions with ITEQ (WX) were made through IIL.

Note 2: The selling prices and collection terms for products sold to related parties were similar to those products sold to third parties.

Note 3: Eliminated in the consolidated financial statements.
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ITEQ CORPORATION AND SUBSIDIARIES

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20 OF THE PAID-IN CAPITAL

DECEMBER 31, 2019

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLES

Overdue Amounts
. . Ending Balance Received in | Allowance for
Company Name Related Party Relationship (Note) Turnover Rate Amount Actions Taken Subsequent Impairment
Period
L ITEQ (WX) Same parent company $ 540,658 - $ - - $ 38,680 $ -
IPL ITEQ (DG) Same parent company 110,681 - - - 106,001 -
ITEQ (GZ) Same parent company 165,800 - - - 97,340 -
ITEQ Corporation ITEQ (DG) Indirect holding 100% by subsidiary 862,876 - - - 398,363 -
ITEQ (WX) Indirect holding 100% by subsidiary 170,365 - - - 98,804 -
ITEQ (IX) ITEQ (DG) Same parent company 207,079 - - - - -
ITEQ (DG) ITEQ (GZ) Same parent company 496,171 - - - 468,483 -
IPL Same parent company 112,297 - - - - -
ITEQ (WX) ITEQ (DG) Same parent company 225,085 - - - 181,347 -
L Same parent company 370,464 - - - 28,630 -
ITEQ (G2) ITEQ (DG) Same parent company 457,329 - - - 413,668 -
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ITEQ CORPORATION AND SUBSIDIARIES

INFORMATION ON INVESTEES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

TABLE 6

_ Main Businesses and Investment Amount As of December 31, 2019 _ Net Income _
Investor Company Investee Company Location Products December 31, | December 31, Shares % Carrying (Loss) of the |Share of Profits Note
2019 2018 (Thousands) Amount Investee
ITEQ Corporation ITEQ International Samoa Investment US$ 61,719 | US$ 61,719 18,500 100 $ 11,744939 | $ 2513112 | $ 2,513,112
thousand thousand
Bon Mou Investment Co.  |Hsin Chu, Taiwan Investment 70,000 370,000 7,000 100 145,212 38,811 38,811
ITEQ International ITEQ Holding British Cayman Islands |Investment US$ 61,719 | US$ 61,719 18,500 100 US$ 387,263 | US$ 81,370 | US$ 81,370
thousand thousand thousand thousand thousand
ITEQ Holding ESIC British Virgin Islands Investment in PRC US$ 13,000 | US$ 13,000 10,750 100 US$ 142,500 | US$ 19,298 | US$ 19,298
thousand thousand thousand thousand thousand
IPL Samoa Import and export business | US$ 500 | US$ 500 500 100 (URH 947 | US$ 215 | US$ 215
thousand thousand thousand thousand thousand
L Samoa Import and export business | US$ 1,000 | US$ 1,000 1,000 100 US$ 4951 | US$ (1,134 | US$ (1,134
thousand thousand thousand thousand) thousand)
Eagle Great British Virgin Islands Investment in PRC US$ 8,499 | US$ 8,499 8,499 100 US$ 14,049 | US$ 2,035 | US$ 2,035
thousand thousand thousand thousand Thousand
Shining Era Samoa Investment US$ - | US$ 3,000 - 100 US$ - | US$ - | US$ -
thousand thousand thousand thousand thousand
ITEQ (HK) Hong Kong Investment in PRC US$ 24,200 | US$ 24,200 24,200 100 US$ 196,991 | US$ 60,962 | US$ 60,962
thousand thousand thousand thousand thousand
Mega Crown Samoa Investment US$ - | US$ 223 - 100 US$ - | US$ - -
thousand thousand thousand thousand thousand
Note: Information on investees in mainland China is detailed in Table 7.
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TABLE 7

ITEQ CORPORATION AND SUBSIDIARIES

INVESTMENTS ON INVESTMENTS IN MAINLAND CHINA
FOR THE YEAR ENDED DECEMBER 31, 2019

(In Thousands of New Taiwan Dollars or of Foreign Currency)

Investment Flows Accumulated
Accumulated Outward Accumulated
Outward . % . o
. Remittance for | Net Income . Carrying Repatriation of
Remittance for Ownership | Investment
Investee . . S . Method of Investment (Loss) of the . . Amount as of Investment
Main Businesses and Products | Paid-in Capital Investment of Director| Gain (Loss)
Company Investments Outward Inward from Investee - December 31, | Income as of
from . Indirect (Note 2)
. Taiwan as of (Note 2) 2019 December 31,
Taiwan as of Investment
January 1. 2019 December 31, 2019
y b 2019

ITEQ (DG) Produces and sells prepeg and US$ 20,000 |Notes1and4 US$ 13,000 -1 $ US$ 13,000 | US$ 20,281 100 US$ 20,181 | US$ 136,975 | $ -

copper clad lamination thousand thousand thousand thousand thousand thousand
ITEQ (WX)  [Produces and sells prepeg and US$ 41,000 |Notes1and4 US$ 22,100 - US$ 22,100 | US$ 48,089 100 US$ 48,089 | US$ 149,283 | US$ 82,231
copper clad lamination thousand thousand thousand thousand thousand thousand thousand
ITEQ (HJ) Produces and sells mass lamination| US$ 8,499 |Notes 1 and 4 US$ 8,286 - US$ 8,286 | US$ 2,032 100 US$ 2,032 | US$ 13,508 -

thousand thousand thousand thousand thousand thousand
ITEQ (G2) Produces and sells prepeg and US$ 23,700 [Note 1 US$ 16,200 - US$ 16,200 | US$ 12,884 100 US$ 12,884 | US$ 76,336 | US$ 6,550
copper clad lamination thousand thousand thousand thousand thousand thousand thousand
ITEQ (IX) Produces and sells prepeg and US$ 15,600 |Notes1and 4 - - - | US$ (879 100 US$ (879 | US$ 17,963 -

copper clad lamination thousand thousand) thousand) thousand

Accumulated Outward Investment Amounts Upper Limit on the

Remittance for Investment in
Mainland China as of
December 31, 2019

Authorized by Investment
Commission, MOEA

Amount of Investment
Stipulated by Investment
Commission, MOEA

US$59,586 thousand

US$80,400 thousand

$5,355,319(Note 3)

Note 1:

Note 2:

Investment in China through incorporating an overseas company.

Investment income (loss) was based on financial statements audited by the parent company’s auditors.

Note 3: The Company’s net asset value or 60% of the consolidated net asset value is based on the regulation issued on August 29, 2008 by the Investment Commission under the Ministry of Economic Affairs

Note 4:

ITEQ (JX) used to invest in ESIC, ITEQ (DG), ITEQ (WX).
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ITEQ CORPORATION AND SUBSIDIARIES

SIGNIFICANT INTERCOMPANY TRANSACTIONS
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 8

No Flow of Transactions Description of Transactions (Notes 3 and 5)
(Note 1) Transaction Company Counterparty (Note 2) Account Amount Transaction Terms Ratio of Consolidated
Revenue/Assets
0 ITEQ ITEQ (DG) a Accounts receivable $ 862,876 Note 4 3.67%
ITEQ (WX) a Sale 536,504 Note 4 2.26%
ITEQ (DG) a Sale 2,249,430 Note 4 9.45%
INTERNATIONAL a Other receivable 329,780 Note 4 1.40%
1 IPL ITEQ (G2) c Sale 571,576 Note 4 2.40%
ITEQ (DG) c Sale 828,498 Note 4 3.48%
2 L ITEQ (WX) c Accounts receivable 540,658 Note 4 2.30%
ITEQ (WX) c Sale 462,722 Note 4 1.94%
3 ITEQ (DG) ITEQ (GZ) c Accounts receivable 496,171 Note 4 2.11%
IPL c Sale 471,097 Note 4 1.98%
ITEQ (G2) c Sale 1,539,742 Note 4 6.47%
ITEQ b Sale 491,636 Note 4 2.07%
ITEQ (JX) c Other receivable 558,671 Note 4 2.38%
4 ITEQ (WX) L c Accounts receivable 370,464 Note 4 1.58%
ITEQ (DG) c Accounts receivable 220,085 Note 4 0.96%
L c Sale 575,151 Note 4 2.42%
ITEQ (DG) c Sale 793,495 Note 4 3.34%
ITEQ b Sale 302,780 Note 4 1.27%
ITEQ (JX) b Other receivable 429,747 Note 4 1.83%
5 ITEQ (G2) IPL c Sale 269,344 Note 4 1.13%
ITEQ (DG) c Accounts receivable 457,329 Note 4 1.95%
ITEQ (DG) c Sale 1,193,986 Note 4 5.02%
6 ITEQ Holding ITEQ (HK) c Other receivable 832,871 Note 4 3.55%
7 ITEQ (IJX) ITEQ (DG) b Accounts receivable 207,079 Note 4 0.88%
Note 1: The types of business transactions are indicated by the following numbers shown in the No. column:

a. 0-ITEQ (parent company).
b. 1to 7 - subsidiaries.
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Note 2:

Note 3:

Note 4:

Note 5:

The transaction flows were as follows:

a. 1-from parent company to subsidiary.
b. 2 -from subsidiary to parent company.
c. 3 - between subsidiaries.

The ratio of consolidated revenue/assets depends on the account to which it belongs. The profit and loss account is a percentage of consolidated revenue while the assets/liabilities are a percentage of consolidated total assets.

The transaction terms are comparable to those of the third parties.

A transaction is disclosed if it amounts to more than $200,000 thousand.
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[Appendix 5] Stand-alone Financial Statements for the Years Ended December 31, 2019 and 2018,

and Independent Auditors’ Report
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ITEQ Corporation

Financial Statements for the
Years Ended December 31, 2019 and 2018 and
Independent Auditors’ Report
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
ITEQ Corporation

Opinion

We have audited the accompanying financial statements of ITEQ Corporation (the “Company”),
which comprise the balance sheets as of December 31, 2019 and 2018, and the statements of
comprehensive income, changes in equity and cash flows for the years then ended, and the notes to
the financial statements, including a summary of significant accounting policies (collectively
referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2019 and 2018, and its financial
performance and its cash flows for the years then ended in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and International Financial
Reporting Standards (IFRS), International Accounting Standards (IAS), IFRIC Interpretations
(IFRIC), and SIC Interpretations (SIC) endorsed and issued into effect by the Financial Supervisory
Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation
of Financial Statements by Certified Public Accountants and auditing standards generally accepted
in the Republic of China. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with The Norm of Professional Ethics for Certified
Public Accountant of the Republic of China, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements for the year ended December 31, 2019. These matters were

addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
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Assessment of Inventory

The inventory of the Company is susceptible to price fluctuations and obsolescence due to changes
in demand for finished goods and raw materials caused by price fluctuations in the market.
Management estimated the allowance for impairment loss of inventory based on its historical stock
sales, and market conditions may also influence management’s reasonableness in estimating the
allowance for impairment loss of inventory. Therefore, we identified inventory as a key audit
matter. Refer to Notes 5 and 10 to the financial statements for disclosures on the relevant
accounting estimates and uncertainties and other detailed information.

The audit procedures that we performed for inventory were as follows:

1. We understood and tested the design and implementation of the internal control related to
inventory, which included the evaluation of the impairment and obsolescence of inventory
which were recognized and approved by management.

2. To verify the existence and completeness of the inventory, we obtained the year-end inventory
guantity and compared it with the year-end inventory count data. We also participated and
observed the year-end inventory count. We assessed the condition of the inventory to evaluate
the reasonableness of the inventory impairment provisions for obsolete and damaged goods.

3. We selected samples from the year-end inventory record details and compared the purchase
price of raw materials or sales price of inventories and we recalculated the net realizable value
to confirm the correctness of its calculation. We took samples and compared the net realizable
value of inventories with their carrying amount to assess the reasonableness of the inventory
impairment provisions.

4. We obtained and verified the slow-moving inventory and the aging report of inventory in
detail, analyzed the difference between the current and prior years, and recalculated the
impairment of obsolete inventory to confirm the correctness of its calculation.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

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

Those charged with governance, including the audit committee and supervisors, are responsible for
overseeing the Company’s financial reporting process.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with the auditing standards generally accepted in the
Republic of China will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with the auditing standards generally accepted in the Republic of
China, we exercise professional judgment and maintain professional skepticism throughout the
audit. We also:

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

2. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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

5. Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

6. Obtain sufficient and appropriate audit evidence regarding the financial information of entities
or business activities within the Company to express an opinion on the financial statements.
We are responsible for the direction, supervision, and performance of the company audit. We
remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements for the year ended December
31, 2019 and are therefore the key audit matters. We describe these matters in our auditors’ report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Chen-Hsiu
Yang and Po-Jen Weng.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 17, 2020

Notice to Readers

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

For the convenience of readers, the independent auditors’ report and the accompanying financial
statements have been translated into English from the original Chinese version prepared and used
in the Republic of China. If there is any conflict between the English version and the original
Chinese version or any difference in the interpretation of the two versions, the Chinese-language
independent auditors’ report and financial statements shall prevail.
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ITEQ CORPORATION

BALANCE SHEETS
DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Note 6) $ 477516 3 $ 330,658 2
Accounts receivable and notes receivable, net (Note 7) 712,893 4 788,655 6
Accounts receivable - related parties (Note 23) 1,033,603 6 416,084 3
Other receivables (Note 22) 177,667 1 114,764 1
Other receivables - related parties (Note 23) 329,855 2 458,945 3
Inventories, net (Note 8) 721,045 5 311,815 2
Other current assets 6,737 - 2,236 -
Total current assets 3,459,316 21 2,423,157 17
NON-CURRENT ASSETS
Investment accounted for using the equity method (Note 9) 11,889,401 71 10,703,125 76
Property, plant and equipment (Note 10) 694,635 4 816,832 6
Right-of-use assets (Notes 11 and 23) 258,025 2 - -
Deferred tax assets (Note 19) 183,442 1 63,292 -
Prepayments for equipment 11,909 - 10,378 -
Other non-current assets (Notes 12, 15, 23 and 25) 139,619 1 147,854 1
Total non-current assets 13,177,031 79 11,741,481 83
TOTAL $ 16,636,347 100 $ 14,164,638 100

LIABILITIES AND EQUITY

CURRENT LIABILITIES

Short-term borrowings (Note 13) $ 3,070,000 18 $ 3,026,985 22
Short-term bills payable, net (Note 13) 389,819 2 389,827 3
Accounts payable and notes payable 1,478,737 9 749,537 5
Accounts payable - related parties (Note 23) 161,342 1 145,644 1
Other payables 427,124 3 307,577 2
Other payables - related parties (Note 23) 550 - 101,046 1
Current tax liabilities (Note 19) 95,601 1 28,111 -
Provisions - current (Note 14) 3,420 - 987 -
Lease liabilities - current (Notes 11 and 23) 26,695 - - -
Current portion of long-term borrowings (Notes 13 and 23) 117,647 1 117,647 1
Other current liabilities 62,103 - 28,555 -
Total current liabilities 5,833,038 35 4,895,916 35
NON-CURRENT LIABILITIES
Long-term borrowings, net of current portion (Note 13) 1,288,235 8 905,882 6
Deferred tax liabilities (Note 19) 361,821 2 367,708 3
Lease liabilities - non-current (Notes 11 and 23) 223,130 1 - -
Guarantee deposits received 4,592 - 3,160 -
Total non-current liabilities 1,877,778 11 1,276,750 9
Total liabilities 7,710,816 46 6,172,666 44
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Note 16)
Share capital 3,029,572 18 3,029,572 21
Capital surplus 653,239 4 653,239 5
Retained earnings
Legal reserve 1,372,300 8 1,194,845 8
Special reserve 205,680 1 - -
Unappropriated earnings 4,248,130 26 3,319,996 24
Total retained earnings 5,826,110 35 4,514,841 32
Other items in equity (583,390) (3) (205,680) (2)
Total equity 8,925,531 54 7,991,972 56
TOTAL $ 16,636,347 100 $ 14,164,638 100

The accompanying notes are an integral part of the financial statements.
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ITEQ CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount % Amount %
OPERATING REVENUE (Notes 17 and 23) $ 5,024,371 100 $ 4,042,620 100
COST OF GOODS SOLD (Notes 8, 18 and 23) 4,242,597 84 3,594,190 89
GROSS PROFIT 781,774 16 448,430 11
UNREALIZED GAIN ON TRANSACTIONS WITH
SUBSIDIARIES (40,898) Q) (7,561) -
REALIZED GAIN ON TRANSACTIONS WITH
SUBSIDIARIES 7,561 - 3,818 -
REALIZED GROSS PROFIT 748,437 15 444,687 11
OPERATING EXPENSES (Notes 18 and 23)
Selling and marketing expenses 100,838 2 66,747 2
General and administrative expenses 369,743 8 295,714 7
Research and development expenses 213,238 4 212,490 5
Total operating expenses 683,819 14 574,951 14
PROFIT (LOSS) FROM OPERATIONS 64,618 1 (130,264) 3)
NON-OPERATING INCOME AND EXPENSES
Other income (Notes 18 and 23) 34,802 1 103,852 2
Finance costs (Notes 18 and 23) (51,882) (D) (42,967) (D)
Other gains and losses (Note 18) (36,890) (D) 63,790 2
Share of loss of subsidiaries (Note 9) 2,551,923 51 1,813,768 45
Total non-operating income and expenses 2,497,953 50 1,938,443 48
INCOME BEFORE INCOME TAX 2,562,571 51 1,808,179 45
INCOME TAX EXPENSE (Note 19) 99,271 2 33,622 1
NET INCOME FOR THE YEAR 2,463,300 49 1,774,557 44
(Continued)
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ITEQ CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount % Amount %
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurement of defined benefit plans (Note 15)  $ (794) - $ 1,328 -
Share of other comprehensive income (loss) of
subsidiaries (743) - 302 -
(1,537) - 1,630 -
Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating the financial
statements of foreign operations (Note 16) (471,209) (20) (163,097) (@)
Income tax relating to items that may be
reclassified subsequently to profit or loss
(Note 19) 94,242 2 35,382 1
Items that may be reclassified subsequently to
profit or loss, net of income tax (376,967) (8) (127,715) (3)
Other comprehensive loss for the year, net of
income tax (378,504) (8) (126,085) 3)
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR $ 2,084,796 _41 $ 1,648,472 41
EARNINGS PER SHARE (NEW TAIWAN
DOLLARS; Note 20)
Basic $ 813 $ 586
Diluted $ 810 $ 582

The accompanying notes are an integral part of the financial statements.
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ITEQ CORPORATION

STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 2018
Effect of retrospective application
BALANCE AT JANUARY 1, 2018 AS RESTATED
Appropriation of the 2017 earnings
Legal reserve

Cash dividends

Net consolidated income for the year ended December 31,
2018

Other comprehensive income (loss) for the year ended
December 31, 2018

Total comprehensive income (loss) for the year ended
December 31, 2018

BALANCE AT DECEMBER 31, 2018
Appropriation of the 2018 earnings
Legal reserve
Special reserve
Cash dividends

Net consolidated income for the year ended December 31,
2019

Other comprehensive income (loss) for the year ended
December 31, 2019

Total comprehensive income (loss) for the year ended
December 31, 2019

BALANCE AT DECEMBER 31, 2019

Shares Share Capital
(Thousands) (Note 16)
302,957 $ 3,029,572
302,957 3,029,572
302,957 3,029,572
302,957 3,029,572

The accompanying notes are an integral part of the financial statements.

Capital Surplus

(Note 16)

$ 653,239

Retained Earnings (Note 16)

Other Item Equity (Note 16)

Legal Reserve

$ 1,070,375

653,239

1,070,375

124,470

653,239

1,194,845

177,455

$ 653,239

$ 1,372,300

178

Special Reserve

$ -

205,680

$ 205,680

Unappropriated

Earnings
$ 2,439,520
168,228

2,607,748

(124,470)
(939,167)

1,774,557

1,328

1,775,885

3,319,996

(177,455)
(205,680)
(1,151,237)

2,463,300

_ (194

2,462,506

$ 4,248,130

Exchange

Differences on
Translating the

Financial
Statements of
Foreign
Operations

$ (76,429)

(76,429)

(127,715)

(127,715)
(204,144)

(376,967)

(376.967)
$  (581,111)

Unrealized Gain

(Loss) on

Available-for-sale
Financial Assets

$ 169,557

(169.557)

Unrealized Gain
(Loss) on
Financial Assets
at Fair Value
Through Other

Comprehensive

Income
$ -
(1,838)
(1,838)

302

302

(1,536)

(743)

(743)
$  (2,279)

Total Equity
$ 7,285,834

(3.167)
7,282,667

(939,167)
1,774,557

(126,085)

1,648,472

7,991,972

(1,151,237)
2,463,300

(378,504)

2,084,796

$ 8,925,531



ITEQ CORPORATION

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Expected credit loss
Depreciation expense
Amortization of prepayments
Net gain on fair value changes of financial assets at fair value
through profit or loss
Finance costs
Interest income
Share of loss of subsidiaries
Loss on disposal of property, plant and equipment
Write-downs of inventories
Unrealized gain on transactions with subsidiaries
Realized gain on the transactions with subsidiaries
(Gain) loss on foreign currency exchange
Reversal of provisions
Changes in operating assets and liabilities
Notes receivable
Accounts receivable
Accounts receivable - related parties
Other receivables
Other receivables - related parties
Inventories
Other current assets
Notes payable
Accounts payable
Accounts payable - related parties
Other payables
Other payables - related parties
Other current liabilities
Cash (used in) generated from operations
Interest paid
Income tax paid

Net cash generated from (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of financial assets at fair value through profit or loss
Proceeds from sale of financial assets at fair value through profit or

loss

Refund of shares of invested companies using equity method
Proceeds from disposal of property, plant and equipment
Increase in refundable deposits
Decrease in refundable deposits

179

2019 2018
$ 2,562,571 $ 1,808,179
1,214 -
231,584 204,976
2,720 3,455
- (39,926)
51,882 42,967
(2,768) (1,368)
(2,551,923) (1,813,768)
968 -
9,283 -
115,076 7,561
(7,561) (3,818)
16,590 (15,907)
2,433 987
74,680 (53,148)
(6,406) 75,611
(634,260) (118,061)
(62,902) 109,751
28,871 (13,781)
(418,513) 21,020
(4,501) 674
(570) (856)
741,008 (52,756)
18,271 (258,807)
122,681 (33,008)
(100,486) 97,451
(3.448) (642)
186,494 (33,214)
(52,155) (42,633)
(38,872) (294,289)
95,467 (370,136)
- (532)
- 218,240
300,000 -
200 -
(3,373) (202)
1,700 -
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ITEQ CORPORATION

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
Increase in other non-current assets $ (3,921) $ (6,379)
Increase in prepayments for equipment (82,686) (31,599)
Interest received 1,683 1,368
Dividends received from subsidiaries 591,296 788,652
Net cash generated from investing activities 804,899 969,548
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term borrowings 43,015 819,985
Decrease in short-term bills payable (2,870) (109,938)
Proceeds from long-term borrowings 1,200,000 700,000
Repayments of long-term borrowings (817,647) (917,647)
Increase in guarantee deposits received 1,432 160
Repayment of the principal portion of lease liabilities (26,201) -
Cash dividends paid (1,151,237) (939,167)
Net cash used in financing activities (753,508) (446,607)
NET INCREASE IN CASH AND CASH EQUIVALENTS 146,858 152,805
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 330,658 177,853
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 477516 $ 330,658
The accompanying notes are an integral part of the financial statements. (Concluded)
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ITEQ CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

ITEQ Corporation (the “Company’’) was incorporated on April 10, 1997. It manufactures and sells mass
lamination boards, copper clad laminates, prepeg products and electronic components. The Company’s
shares have been listed on the Taiwan Stock Exchange (TWSE) since January 21, 2008.

The financial statements of the Company is presented in the Company’s functional currency, the New
Taiwan dollar.

2. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the board of directors and authorized for issue on March 17,
2020.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS

a.

Initial application of the amendments to the Regulations Governing the Preparation of Financial Reports
by Securities Issuers and the International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC)
(collectively, the “IFRSs”) endorsed and issued into effect by the Financial Supervisory Commission
(FSC)

Except for the following, the initial application of the amendments to the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and the IFRSs endorsed and issued into effect by
the FSC did not have material impact on the Company’s accounting policies:

® [FRS 16 “Leases”
IFRS 16 provides a comprehensive model for the identification of lease arrangements and their
treatment in the financial statements of both lessee and lessor. It supersedes IAS 17 “Leases”,

IFRIC 4 “Determining whether an Arrangement contains a Lease”, and a number of related
interpretations. Refer to Note 4 for information relating to the relevant accounting policies.

Definition of a lease

The Company elects to apply the guidance of IFRS 16 in determining whether contracts are, or
contain, a lease only to contracts entered into (or changed) on or after January 1, 2019. Contracts
identified as containing a lease under IAS 17 and IFRIC 4 are not reassessed and are accounted for
in accordance with the transitional provisions under IFRS 16.
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The Company as lessee

The Company recognizes right-of-use assets or investment properties if the right-of-use assets meet
the definition of investment properties, and lease liabilities for all leases on the balance sheets
except for those whose payments under low-value asset and short-term leases are recognized as
expenses on effective interest rate. On the statements of comprehensive income, the Company
presents the depreciation expense charged on right-of-use assets separately from the interest
expense accrued on lease liabilities; interest is computed using the effective interest method. On the
statements of cash flows, cash payments for the principal portion of lease liabilities are classified
within financing activities; cash payments for the interest portion are classified within operating
activities. Prior to the application of IFRS 16, payments under operating lease contracts, including
property interest qualified as investment properties, were recognized as expenses [on a straight-line
basis. Prepaid lease payments for land use rights of land were recognized as prepayments for leases.
Cash flows for operating leases were classified within operating activities on the statements of cash
flows. Leased assets and finance lease payables were recognized on the balance sheets for contracts
classified as finance leases.

The Company elects to apply IFRS 16 retrospectively with the cumulative effect of the initial
application of this standard recognized in retained earnings on January 1, 2019. Comparative
information is not restated.

For leases previously classified as operating leases under 1AS 17, lease liabilities were measured at
the present value of the remaining lease payments, discounted using the lessee’s incremental
borrowing rate on January 1, 2019. Right-of-use assets are measured at an amount equal to the lease
liabilities, adjusted by the amount of any prepaid or accrued lease payments. The Company applies
IAS 36 to all right-of-use assets.

The lessee’s incremental borrowing rate applied to lease liabilities recognized on January 1, 2019 is
1.63%. The difference between the lease liabilities recognized and operating lease commitments
disclosed under IAS 17 on December 31, 2018 is explained as follows:

The future minimum lease payments of non-cancellable operating lease

commitments on December 31, 2018 $ 298,674
Undiscounted amounts on January 1, 2019 $ 298,674
Discounted amounts using the incremental borrowing rate on January 1, 2019 $ 276,026
Lease liabilities recognized on January 1, 2019 $ 276,026

The impact on assets, liabilities and equity as of January 1, 2019 from the initial application of IFRS
16 is set out as follows:

Adjustments
As Originally Arising from
Stated on Initial Restated on

January 1,2019  Application January 1, 2019

Right-of-use assets $ - $ 287,425 $ 287,425
Refundable deposits 116,479 (11,399) 105,080
Total effect on assets $ 116,479 $ 276,026 $ 392,505
Lease liabilities - current $ - $ 30,199 $ 30,199
Lease liabilities - non-current - 245,827 245,827
Total effect on liabilities $ - $ 276,026 $ 276,026
Total effect on equity $ - $ - $ -
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b. The IFRSs endorsed by the Financial Supervisory Commission (FSC) for application starting from 2020

Effective Date

New IFRSs Announced by IASB
Amendments to IFRS 3 “Definition of a Business” January 1, 2020 (Note 1)
Amendments to IFRS 9, TAS 39 and IFRS 7 “Interest Rate Benchmark January 1, 2020 (Note 2)
Reform”
Amendments to IAS 1 and TAS 8 “Definition of Material” January 1, 2020 (Note 3)

Note 1: The Company shall apply these amendments to business combinations for which the
acquisition date is on or after the beginning of the first annual reporting period beginning on
or after January 1, 2020 and to asset acquisitions that occur on or after the beginning of that
period.

Note 2: The Company shall apply these amendments retrospectively for annual reporting periods
beginning on or after January 1, 2020.

Note 3: The Company shall apply these amendments prospectively for annual reporting periods
beginning on or after January 1, 2020.

Except for the above impact, as of the date the financial statements were authorized for issue, the
Company is continuously assessing the possible impact that the application of other standards and
interpretations will have on the Company’s financial position and financial performance and will
disclose the relevant impact when the assessment is completed.

¢. New IFRSs in issue but not yet endorsed and issued into effect by the FSC

Effective Date
New IFRSs Announced by IASB (Note)

Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets  To be determined by IASB
between an Investor and its Associate or Joint Venture”

IFRS 17 “Insurance Contracts” January 1, 2021

Amendments to IAS 1 “Classification of Liabilities as Current or January 1, 2022
Non-current”

Note: Unless stated otherwise, the above New IFRSs are effective for annual reporting periods
beginning on or after their respective effective dates.

Except for the above impact, as of the date the financial statements were authorized for issue, the
Company is continuously assessing the possible impact that the application of other standards and
interpretations will have on the Company’s financial position and financial performance and will
disclose the relevant impact when the assessment is completed.
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Statement of compliance
The parent company only financial statements have been prepared in accordance with the Regulations

Governing the Preparation of Financial Reports by Securities Issuers and IFRSs as endorsed by the
FSC.
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b. Basis of preparation

The parent company only financial statements have been prepared on the historical cost basis except for
financial instruments that are measured at fair value.

The fair value measurements, which are grouped into Levels 1 to 3 based on the degree to which the
fair value measurement inputs are observable and based on the significance of the inputs to the fair
value measurement in its entirety, are described as follows:

1) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities;

2) Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and

3) Level 3 inputs are unobservable inputs for the asset or liability.
When preparing the parent company only financial statements, the Company used the equity method to
account for its investments in subsidiaries, associates and joint ventures. In order for the amounts of the
net profit for the year, other comprehensive income for the year and total equity in the parent company
only financial statements to be the same with the amounts attributable to the owners of the Company in
its financial statements, adjustments arising from the differences in accounting treatments between the
parent company only basis and the consolidated basis were made to investments using the equity
method, the share of profit or loss of subsidiaries, associates and joint ventures, the share of other
comprehensive income of subsidiaries, associates and joint ventures and the related equity items, as
appropriate, in these parent company only financial statements.

c. Classification of current and non-current assets and liabilities
Current assets include:
1) Assets held primarily for the purpose of trading;
2) Assets expected to be realized within twelve months after the reporting period; and

3) Cash and cash equivalents unless the asset is restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period.

Current liabilities include:

1) Liabilities held primarily for the purpose of trading;

2) Liabilities due to be settled within twelve months after the reporting period, even if an agreement to
refinance, or to reschedule payments, on a long-term basis is completed after the reporting period

and before the financial statements are authorized for issue; and

3) Liabilities for which the Company does not have an unconditional right to defer settlement for at
least twelve months after the reporting period.

Assets and liabilities that are not classified as current are classified as non-current.
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d. Foreign currencies

In preparing the financial statements of each individual entity, transactions in currencies other than the
entity’s functional currency (i.e., foreign currencies) are recognized at the rates of exchange prevailing
at the dates of the transactions. At the end of each reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at that date. Such exchange differences are
recognized in profit or loss in the year in which they arise. Non-monetary items measured at fair value
are translated using the prevailing exchange rates at the exchange day. Translation differences on
non-monetary items measured at fair value are recognized in profit or loss of the current year. However,
the translation differences are also recognized directly in the comprehensive income if the change in fair
value is recognized in other comprehensive income.

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

For the purpose of preparing the financial statements, the assets and liabilities of the Company’s foreign
operations (including of the subsidiaries, associates, joint ventures or branches operations in other
countries or currencies used different with the Company) are translated into New Taiwan dollars using
exchange rates prevailing at the end of each reporting period. Income and expense items are translated
at the average exchange rates for the period. Exchange differences arising on the translation to the
presentation currency are recognized in other comprehensive income.

e. Inventories

Inventories consist of raw materials, supplies, finished goods and work-in-process and are stated at the
lower of cost or net realizable value. Inventory write-downs are made by item, except where it may be
appropriate to group similar or related items. Net realizable value is the estimated selling price of
inventories less all estimated costs of completion and costs necessary to make the sale. Inventories are
recorded at weighted-average cost on the balance sheet date.

f. Investments in subsidiaries
The Company uses the equity method to account for its investments in subsidiaries.
A subsidiary is an entity (including a structured entity) that is controlled by the Company.

Under the equity method, an investment in a subsidiary is initially recognized at cost and adjusted
thereafter to recognize the Company’s share of the profit or loss and other comprehensive income of the
subsidiary. The Company also recognizes the changes in the Company’s share of equity of subsidiaries.

Any excess of the cost of acquisition over the Company’s share of the net fair value of the identifiable
assets and liabilities of a subsidiary at the date of acquisition is recognized as goodwill, which is
included within the carrying amount of the investment and is not amortized. Any excess of the
Company’s share of the net fair value of the identifiable assets and liabilities over the cost of acquisition
is recognized immediately in profit or loss.

When the Company loses control of a subsidiary, it recognizes the investment retained in the former
subsidiary at its fair value at the date when control is lost. The difference between the fair value of the
retained investment plus any consideration received and the carrying amount of the previous investment
at the date when control is lost is recognized as a gain or loss in profit or loss. Besides this, the
Company accounts for all amounts previously recognized in other comprehensive income in relation to
that subsidiary on the same basis as would be required if the Company had directly disposed of the
related assets or liabilities.
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Profits or losses resulting from downstream transactions are eliminated in full only in the parent
company’s financial statements. Profits and losses resulting from upstream transactions and transactions
between subsidiaries are recognized only in the parent company’s financial statements only to the
extent of interests in the subsidiaries that are not related to the Company.

Intangible assets

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

Impairment of tangible and intangible assets other than goodwill

At the end of each reporting period, the Company reviews the carrying amounts of its tangible and
intangible assets, excluding goodwill, to determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss. When it is not possible to estimate the
recoverable amount of an individual asset, the Company estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use.

If the recoverable amount of an individual asset or cash-generating unit is lower than its carrying
amount, the carrying amount shall be adjusted to its recoverable amount and the impairment loss is
recognized in profit or loss.

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

Financial instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issuance of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss (FVTPL) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at FVTPL are recognized immediately in profit or loss.

1) Financial assets
a) Measurement category

Financial assets are classified into the following categories: Financial assets at FVTPL, financial
assets at amortized cost and investments in debt instruments and equity instruments at FVTOCI.
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i. Financial assets at FVTPL

Financial assets are classified as at FVTPL when such a financial asset is mandatorily
classified or designated as at FVTPL. Financial assets mandatorily classified as at FVTPL
include investments in equity instruments which are not designated as at FVTOCI and debt
instruments that do not meet the amortized cost criteria or the FVTOCI criteria.

Financial assets at FVTPL are subsequently measured at fair value, with any gains or losses
arising on remeasurement recognized in profit or loss. The net gain or loss recognized in
profit or loss incorporates any dividends or interest earned on such a financial asset. Fair
value is determined in the manner described in Note 22.

ii. Financial assets at amortized cost

Financial assets that meet the following conditions are subsequently measured at amortized
cost:

i) The financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows; and

ii) The contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.

Subsequent to initial recognition, financial assets at amortized cost, including cash and cash
equivalents, trade receivables at amortized cost, are measured at amortized cost, which
equals the gross carrying amount determined using the effective interest method less any
impairment loss. Exchange differences are recognized in profit or loss.

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of such a financial asset, except for:

i) Purchased or originated credit-impaired financial assets, for which interest income is
calculated by applying the credit-adjusted effective interest rate to the amortized cost of
such financial assets; and

i) Financial assets that are not credit impaired on purchase or origination but have
subsequently become credit impaired, for which interest income is calculated by
applying the effective interest rate to the amortized cost of such financial assets in
subsequent reporting periods.

Cash equivalents include time deposits and bank acceptances with original maturities within
3 months from the date of acquisition, which are highly liquid, readily convertible to a
known amount of cash and are subject to an insignificant risk of changes in value. These
cash equivalents are held for the purpose of meeting short-term cash commitments.

b) Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses on financial assets at
amortized cost (including accounts receivables).

The Company always recognizes lifetime expected credit losses (ECLs) for accounts
receivables. For all other financial instruments, the Company recognizes lifetime ECLs when
there has been a significant increase in credit risk since initial recognition. If, on the other hand,
the credit risk on a financial instrument has not increased significantly since initial recognition,
the Company measures the loss allowance for that financial instrument at an amount equal to
12-month ECLs.
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Expected credit losses reflect the weighted average of credit losses with the respective risks of
default occurring as the weights. Lifetime ECLs represent the expected credit losses that will
result from all possible default events over the expected life of a financial instrument. In
contrast, 12-month ECLs represent the portion of lifetime ECLs that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting
date.

The Company recognizes an impairment gain or loss in profit or loss for all financial
instruments with a corresponding adjustment to their carrying amount through a loss allowance
account.

Derecognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity.

On derecognition of a financial asset at amortized cost in its entirety, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognized
in profit or loss.

2) Equity instruments

3)

Debt and equity instruments issued by the Company are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments issued by the Company are recognized at the proceeds received, net of direct
issue costs.

Repurchase of the Company’s own equity instruments is recognized in and deducted directly from
equity. No gain or loss is recognized in profit or loss on the purchase, sale, issuance or cancellation
of the Company’s own equity instruments.

Financial liabilities

a)

b)

Subsequent measurement

All financial liabilities are measured at amortized cost using the effective interest method,
except:

Financial guarantee contracts.

Financial guarantee contracts issued by the Company, if not designated as at FVTPL, are
subsequently measured at the higher of the amount of the loss allowance reflecting expected
credit losses and the amount initially recognized less the cumulative amortization recognized.
Derecognition of financial liabilities

The difference between the carrying amount of the financial liability derecognized and the

consideration paid, including any non-cash assets transferred or liabilities assumed, is
recognized in profit or loss.
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Provisions

Provisions are measured at the best estimate of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. A provision is measured using the estimated cash flows to settle the present obligation.

Revenue recognition

The Company identifies contracts with customers, allocates the transaction price to the performance
obligations and recognizes revenue when performance obligations are satisfied.

For contracts entered into with the same customer (or related parties of the customer) at or near the
same time, those contracts are accounted for as a single contract if the contracts are negotiated as a
package with a single commercial objective.

For contracts where the period between the date on which the Company transfers a promised good or
service to a customer and the date on which the customer pays for that good or service is one year or
less, the Company does not adjust the promised amount of consideration for the effects of a significant
financing component.

Revenue from the sale of goods

Revenue from the sale of goods comes from sales of prepeg products and copper clad laminates. Sales
of prepeg products and copper clad laminates are recognized as revenue when the goods are shipped
because it is the time when the customer has full discretion over the manner of distribution and price to
sell the goods, has the primary responsibility for sales to future customers and bears the risks of
obsolescence. Trade receivables are recognized concurrently.

The Company does not recognize revenue on materials delivered to subcontractors because this delivery
does not involve a transfer of control.

Leases
2019
At the inception of a contract, the Company assesses whether the contract is, or contains, a lease.

The Company as lessee

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

Right-of-use assets are initially measured at cost, which are subsequently measured at cost less
accumulated depreciation and impairment losses and adjusted for any remeasurement of the lease
liabilities. Right-of-use assets are presented on a separate line in the balance sheets.

Right-of-use assets are depreciated using the straight-line method from the commencement dates to the
earlier of the end of the useful lives of the right-of-use assets or the end of the lease terms. The lease
payments are discounted using the interest rate implicit in a lease, if that rate can be readily determined.
If that rate cannot be readily determined, the Group uses the lessee’s incremental borrowing rate.
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Lease liabilities are initially measured at the present value of the lease payments, which comprise fixed
payments, in-substance fixed payments, variable lease payments which depend on an index or a rate,
residual value guarantees, the exercise price of a purchase option if the Company is reasonably certain
to exercise that option, and payments of penalties for terminating a lease if the lease term reflects such
termination, less any lease incentives receivable. The lease payments are discounted using the interest
rate implicit in a lease, if that rate can be readily determined. If that rate cannot be readily determined,
the Company uses the lessee’s incremental borrowing rate.

Subsequently, lease liabilities are measured at amortized cost using the effective interest method, with
interest expense recognized over the lease terms. When there is a change in a lease term, a change in
future lease payments resulting from a change in an index or a rate used to determine those payments,
the Company remeasures the lease liabilities with a corresponding adjustment to the right-of-use-assets.
However, if the carrying amount of the right-of-use assets is reduced to zero, any remaining amount of
the remeasurement is recognized in profit or loss. Lease liabilities are presented on a separate line in the
balance sheets.

2018

Leases are classified as finance leases whenever the terms of a lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

The Company as lessee

Operating lease payments are recognized as expenses on a straight-line basis over the lease term.
. Government grants

Government grants are not recognized until there is reasonable assurance that the Company will comply
with the conditions attached to them and that the grants will be received.

Government grants are recognized in profit or loss on a systematic basis over the periods in which the
Company recognizes as expenses the related cost for which the grants are intended to compensate.

Employee benefits

Short-term employee benefits

Short-term employee benefits related liabilities are measured using non-discounted expected
disbursement for services rendered.

Post-employment benefits

Payments to defined contribution retirement benefit plans are recognized as an expense when
employees have rendered service entitling them to the contributions.

Defined benefit costs (including service cost, net interest and remeasurement) under the defined benefit
retirement benefit plans are determined using the projected unit credit method. Service cost and net
interest on the net defined benefit liability (asset) are recognized as employee benefits expense in the
period they occur. Remeasurement, comprising actuarial gains and losses and the return on plan assets
(excluding interest), is recognized in other comprehensive income in the period in which they occur.
Remeasurement recognized in other comprehensive income is reflected immediately in retained
earnings and will not be reclassified to profit or loss.

Net defined benefit liability (asset) represents the actual deficit (surplus) in the Company’s defined

benefit plan. Any surplus resulting from this calculation is limited to the present value of any refunds
from the plans or reductions in future contributions to the plans.
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0. Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

1)

2)

3)

Current tax

According to the Income Tax Law, an additional tax of unappropriated earnings is provided for as
income tax in the year the shareholders approve to retain the earnings.

Adjustments of prior years’ tax liabilities are added to or deducted from the current year’s tax
provision.

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences.
Deferred tax assets are generally recognized for all deductible temporary differences that it is
probable that taxable profits will be available against which those deductible temporary differences
can be utilized.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries, except where the Company is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future.
Deferred tax assets arising from deductible temporary differences associated with such investments
and interests are only recognized to the extent that it is probable that there will be sufficient taxable
profits against which to utilize the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered. A previously unrecognized deferred tax asset is also
reviewed at the end of each reporting period and recognized to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset realized, based on tax rates and tax laws that have
been enacted or substantively enacted by the end of the reporting period. The measurement of
deferred tax liabilities and assets reflects the tax consequences that would follow from the manner
in which the Company expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

Current and deferred taxes for the year
Current and deferred taxes are recognized in profit or loss, except when they relate to items that are

recognized in other comprehensive income or directly in equity, in which case, the current and
deferred taxes are also recognized in other comprehensive income or directly in equity respectively.

191



5. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting policies, management is required to make judgments,
estimations and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience
and other factors that are considered relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

Write-down of Inventories

Since inventories are denominated in terms of cost and net realizable value, the Company uses the judgment
and estimates to determine the net realizable value of the inventories at the end of the reporting period.

The Company assesses the amount of inventory lost due to normal wear and tear, obsolescence or no
market sales value at the end of the period of the reporting period, and reduces the inventory cost to the net
realizable value. This inventory assessment is based primarily on the estimated product demand for a
specific period of time in the future and may result in significant changes.

6. CASH AND EQUIVALENTS

December 31

2019 2018
Cash on hand $ 84 $ 70
Cash in banks 477,432 177,013
Cash equivalents
Time deposits - 153,575

$ 477,516 $ 330,658
The market rate intervals of cash in banks at the end of the reporting period were as follows:

December 31

2019 2018
Cash in banks 0.00%-0.38% 0.00%-0.50%
Time deposits - 2.35%-3.10%
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7. NOTES RECEIVABLE AND ACCOUNTS RECEIVABLE, NET

Notes receivable

At amortized cost

Accounts receivables

At amortized cost

Gross carrying amount

Less: Allowance for impairment loss
Accounts receivables, net

Total

December 31

2019 2018

$ 77149 3 151,829

$ 637,657 $ 640,782
1,913 3,956

$ 635,744 $ 636,826

$ 712893  $ 788,655

The average credit period on sales of goods is 120 days. The Company also has administrative measures to
strengthen sales, finance and legal collection procedures for overdue receivables. The Company evaluates
the credit quality, determines the credit limit of potential customers according to an internal ratings system,
reviews the credit status of customers in order to adjust their credit limits every half year, and assigns a
team responsible for the determination and approval of credit limits. The team continually reviews the
financial condition of accounts receivable factoring and insurance, if necessary, in order to reduce the
Company’s credit risk.

The Company applies the simplified approach to providing for expected credit losses prescribed by IFRS 9,
which permits the use of lifetime expected loss provision for all trade receivables. The expected credit
losses on trade receivables are estimated using a provision matrix by reference to past default experience of
the debtor and an analysis of the debtor’s current financial position, adjusted for general economic
conditions of the industry in which the debtors operate and an assessment of both the current as well as the
forecast direction of economic conditions at the reporting date. As the Company’s historical credit loss
experience does not show significantly different loss patterns for different customer segments, the provision
for loss allowance based on past due status is not further distinguished according to the Company’s
different customer base.

The Company writes off a accounts receivable when there is information indicating that the debtor is in
severe financial difficulty and there is no realistic prospect of recovery, e.g., when the debtor has been
placed under liquidation, or when the trade receivables are over 90 days past due, whichever occurs earlier.
For trade receivables that have been written off, the Company continues to engage in enforcement activity
to attempt to recover the receivables due. Where recoveries are made, these are recognized in profit or loss.

The following table details the loss allowance of trade receivables based on the Company’s provision
matrix.

December 31, 2019

Less than 30 31t0 90 Over 90
Not Past Due Days Days Days Total
Expected credit loss rate 0.28% 1.66% 8.73% 100%
Gross carrying amount $ 634,786 $ 1,932 $ 939 $ - $ 637,657
Loss allowance (lifetime
ECL) (1,799) (32) (82) - (1,913)
Amortized cost $ 632,987 $ 1,900 $ 857 $ - $ 635,744
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December 31, 2018

Less than 30 31t0 90 Over 90
Not Past Due Days Days Days Total
Expected credit loss rate 0.61% 0.81% 9.45% 100.00%
Gross carrying amount $ 637,106 $ 2840 $ 836 $ - $ 640,782
Loss allowance (lifetime
ECL) (3.854) (23) (79) - (3,956)
Amortized cost $ 633,252 $ 2817 $ 757 $ - $ 636,826

The movements of the loss allowance of trade receivables were as follows:

December 31

2019 2018
Balance at January 1 $ 3,956 $ 3,956
Add: Net remeasurement of loss allowance 1,214 -
Less: Amounts written off (3.257) -
Balance at December 31 $ 1913 $ 3,956

For information of factored accounts receivables, refer to Note 22.

. INVENTORIES, NET

December 31

2019 2018
Finished goods $ 169,700 $ 95,591
Work in process 5,921 1,066
Raw materials 545,424 215,158

$ 721045  $ 311815

As of December 31, 2019 and 2018, the cost of inventories recognized as cost of goods sold was
$4,242,597 thousand and $3,594,190 thousand, respectively, which included loss on write-downs
inventories were $9,245 thousand and $0 thousand.

. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

Investments in Subsidiaries

December 31

2019 2018
Non-public company
Bon-Mou Investment Co. $ 145,212 $ 704,595
ITEQ International Ltd. 11,744,189 9,998,530

$ 11,889,401 $ 10,703,125
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10.

The proportion of ownership and voting rights of the Company to the subsidiaries on the balance sheet date
are as follows:

Proportion of Ownership and
Voting Rights

December 31

2019 2018
Bon-Mou Investment Co. 100% 100%
ITEQ International Ltd. 100% 100%

The investments in subsidiaries accounted for using the equity method and the share of profit or loss and
other comprehensive income of those investments for the years ended December 31, 2019 and 2018 were
based on the subsidiaries’ financial statements which have been audited for the years then ended.

As discussed in Note 24, the Company provided financial guarantees for its subsidiary. As of December 31,
2019 and 2018, there were $18,091 thousand and $14,432 thousand included in the carrying amounts of
investments in subsidiaries, respectively, due to the financial guarantees.

On February 6, 2020, as approved by the board of directors, it was planned to issue the capital of ITEQ (JX)
to US$60,000 thousand.

PROPERTY, PLANT AND EQUIPMENT

Transport Leased Other
Equipment Equipment Facilities Improvements Equipment Total
Cost
Balance at January 1, 2019 $ 864,378 $ 11,513 $ 9,870 $ 353,498 $ 625,786 $ 1,865,045
Disposals (6,309) (1,480) - - (4,630) (12,419)
Reclassified 22,618 476 1,950 24,609 31,502 81,155
Balance at December 31, 2019 $ 880,687 $ 10,509 $ 11,820 $ 378107 $ 652,658 $ 1,933,781
Accumulated depreciation and
impairment
Balance at January 1, 2019 $ 464,786 $ 10,170 $ 8,826 $ 190,652 $ 373,779 $ 1,048,213
Depreciation expense 87,622 1,158 640 42,490 70,274 202,184
Disposals (5,244) (1,377) - - (4,630) (11,251)
Balance at December 31, 2019 $ 547,164 $ 9,951 $ 9,466 $ 233,142 $ 439,423 $ 1,239,146
Net value $ 333523 3$ 558 $ 2,354 $ 144,965 $ 213235 $ 694,635
Cost
Balance at January 1, 2018 $ 857,268 $ 11,513 $ 9,382 $ 348,804 $ 605,306 $ 1,832,273
Disposals - - - -
Reclassified 7,110 - 488 4,694 20,480 32,772
Balance at December 31, 2018 $ 864,378 $ 11,513 $ 9,870 $ 353,498 $ 625786 $ 1,865,045
Accumulated depreciation and
impairment
Balance at January 1, 2018 $ 378,799 $ 8,831 $ 7,709 $ 149,008 $ 298,890 $ 843,237
Depreciation expense 85,597 1,339 1,117 41,644 74,889 204,976
Balance at December 31, 2018 $ 464,786 $ 10,170 $ 8,826 $ 190,652 $ 373,779 $ 1,048,213
Net value $ 399,592 $ 1,343 $ 1,044 $ 162,846 $ 252,007 $ 816,832

195



No impairment assessment was performed for the years ended December 31, 2019 and 2018 as there was
no indication of impairment.

Depreciation costs of the property, plant and equipment are calculated on a straight-line basis over their
estimated useful lives as shown in the following:

Equipment
Electromechanical power equipment 5-12 years
Renovation 2-5 years
Transportation equipment 5-10 years
Facilities
Computers 3-10 years
Office furniture 3-5 years
Other equipment
Research and development equipment 3-12 years
Pollution prevention equipment 3-12 years
Miscellaneous equipment 1-12 years
Leased improvements 3-9 years

11. LEASE ARRANGEMENTS
a. Right-of-use assets - 2019

December 31,
2019

Carrying amounts

Buildings $ 258,025

For the Year
Ended
December 31,
2019

Depreciation charge for right-of-use assets

Buildings $ 29,400

b. Lease liabilities - 2019

December 31,

2019
Carrying amounts
Current $ 26,695
Non-current $ 223,130

Range of discount rate for lease liabilities was as follows:

December 31,
2019

Buildings 1.6%-3.2%
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c. Material lease-in activities and terms

The Company leases certain land, plants and office spaces with a lease term from January 2013 to
December 2028. The lease contract for land located in Taiwan specifies that lease payments will be
adjusted every year on the basis of changes in the consumer price index. The Company does not have
bargain purchase options to acquire the leasehold land, plants and office spaces at the end of the lease
term.

d. Other lease information
2019
For the Year
Ended
December 31,
2019

Expenses relating to short-term leases and low-value asset leases $ 2776

Total cash outflow for leases $ (33,245)
The Company leases certain mechanical equipment which qualify as short-term leases and certain office
spaces which qualify as low-value asset leases. The Company elected to apply the recognition
exemption and, thus, did not recognize right-of-use assets and lease liabilities for these leases.

2018

The future minimum lease payments of non-cancellable operating lease commitments are as follows:

December 31,
2018

Not later than 1 year $ 30,469
Later than 1 year and not later than 5 years 150,972
Later than 5 years 117,233

$ 298,674

12. OTHER NON-CURRENT ASSETS

December 31

2019 2018
Refundable deposits (Note 23) $ 107,838 $ 116,479
Net defined benefit assets (Note 15) 19,169 19,184
Long-term prepayments 8,064 6,497
Others 4,548 5,694

$ 139,619 $ 147854
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13. BORROWINGS
a. Short-term borrowings

The weighted average effective interest rates on bank loans were 0.99%-1.10% and 0.93%-1.10% as of
December 31, 2019 and 2018, respectively.

b. Short-term bills payable
Outstanding short-term bills payable were as follows:

December 31

2019 2018
Commercial paper $ 390,000 $ 390,000
Less: Unamortized discounts on bills payable 181 173

$ 389,819 $ 389,827
Interest rate 1.04%-1.05% 1.04%-1.05%
c. Long-term borrowings

December 31

2019 2018
Credit loans $ 1,405,882 $ 1,023,529
Less: Current portion 117,647 117,647

$ 1,288,235 $ 905,882
Interest rate 0.90%-1.10% 0.90%-1.04%
On June 29, 2018, the Company obtained a $500,000 thousand bank loan under a two-year revolving
agreement with the KGI Commercial Bank. As of December 31, 2019, the Company had already
accessed the loan fund of $500,000 thousand.
On December 6, 2018, the Company obtained a $500,000 thousand bank loan under a three-year
revolving agreement with the Agricultural Bank of Taiwan. As of December 31, 2019, the Company
had already accessed the loan fund of $500,000 thousand.
On October 29, 2019 and July 6, 2018, the Company obtained a $200,000 thousand bank loan under a
two-year revolving agreement with SinoPac Bank, respectively. As of December 31, 2019 and 2018,
the Company had already accessed the loan fund of $200,000 thousand, respectively. The bank loan
agreement stipulated that:
1) The ratio of current assets to current liabilities shall not be lower than 100%.
2) The ratio of liabilities to net tangible assets shall not be higher than 175%.

3) Interest coverage shall not be lower than 400%.

4) The net value of tangible assets shall not be lower than $5,000,000 thousand.
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On August 27, 2014, the Company obtained a $500,000 thousand bank loan under a seven-year
revolving agreement with O-Bank. As of December 31, 2018, the Company had fully accessed the loan
fund and the repaid loan fund of $294,118 thousand. The bank loan agreement stipulated that:

1) The ratio of current assets to current liabilities shall not be lower than 100%.

2) The ratio of liabilities to net tangible assets shall not be higher than 200%.

3) Interest coverage shall not be lower than 400%.

4) The net value of tangible assets shall not be lower than $5,000,000 thousand.

14. PROVISIONS - CURRENT

December 31

2019 2018
Returns and allowances $ 3420 $ 987

Changes in returns and allowances provisions were as follows:

For the Year Ended December 31

2019 2018
Balance at January 1 $ 987 $ -
Recognition (reversal) 2,433 987
Balance at December 31 $ 3,420 $ 987

The provision for customer returns and rebates was based on historical experience, management’s
judgments and other known reasons for occurrence of product returns and rebates for the year ended
December 31, 2019. The provision was recognized as a reduction of operating income in the periods the
related goods were sold.

15. RETIREMENT BENEFIT PLANS
a. Defined contribution plans

The Company adopted a pension plan under the Labor Pension Act (LPA), which is a state-managed
defined contribution plan. Under the LPA, an entity makes monthly contributions to employees’
individual pension accounts at 6% of monthly salaries and wages.

For the years ended December 31, 2019 and 2018, the Company recognized pension costs of $13,001
thousand and $12,517 thousand, respectively.

b. Defined benefit plans

The defined benefit plan adopted by the Company in accordance with the Labor Standards is operated
by the government. Pension benefits are calculated on the basis of the length of service and average
monthly salaries of the six months before retirement. The Company contributes amounts equal to 2% of
total monthly salaries and wages to a pension fund administered by the pension fund monitoring
committee. Pension contributions are deposited in the Bank of Taiwan in the committee’s name. Before
the end of each year, the Company assesses the balance in the pension fund. If the amount of the
balance in the pension fund is inadequate to pay retirement benefits for employees who conform to
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retirement requirements in the next year, the Company is required to fund the difference in one
appropriation that should be made before the end of March of the next year. The pension fund is
managed by the Bureau of Labor Funds, Ministry of Labor (the “Bureau”) and the Company has no
right to influence the investment policy and strategy.

The amounts included in the balance sheets in respect of the Company’s defined benefit plans were as
follows:

December 31

2019 2018
Present value of defined benefit obligation $ 25,841 $ 24,910
Fair value of plan assets (45,010) (44,094)
Net defined benefit assets (part of other non-current assets) $ (19,169) $(19,184)

Movements in net defined benefit assets were as follows:

Present Value

of the Defined
Benefit Fair Value of Net Defined
Obligation the Plan Assets  Benefit Asset

Balance at January 1, 2018 $ 24,729 $ (41,817) $ (17,088)
Net interest expense (income) 246 (421) (175)
Recognized in profit or loss 246 (421) (175)
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (1,263) (1,263)
Actuarial gain - changes in demographic
assumptions 606 - 606
Actuarial loss - experience adjustments (671) (671)

Recognized in other comprehensive income (65) (1,263) (1,328)
Contributions from the employer - (593) (593)

Balance at December 31, 2018 24,910 (44,094) (19,184)
Net interest expense (income) 248 (443) (195)
Recognized in profit or loss 248 (443) (195)
Remeasurement
Return on plan assets (excluding amounts
included in net interest) - (1,541) (1,541)
Actuarial loss - changes in financial
assumptions 685 - 685
Actuarial loss - changes in demographic
assumptions 751 - 751
Actuarial loss - experience adjustments 899 - 899
Recognized in other comprehensive income 2,335 (1,541) 794
Contributions from the employer - (584) (584)
Benefits paid (1,652) 1,652 -
Balance at December 31, 2019 $ 25,841 $ (45,010) $(19,169)
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The amounts of defined benefit plans recognized in profit or loss by function were as follows:

For the Year Ended December 31
2019 2018

Administration profits $ (195 $ (175)

Through the defined benefit plans under the Labor Standards Law, the Company is exposed to the
following risks:

1) Investment risk: The plan assets are invested in domestic/and foreign/equity and debt securities,
bank deposits, etc. The investment is conducted at the discretion of the Bureau of Labor Funds,
Ministry of Labor or under the mandated management. However, in accordance with relevant
regulations, the return generated by plan assets should not be below the interest rate for a 2-year
time deposit with local banks.

2) Interest risk: A decrease in the government bond interest rate will increase the present value of the
defined benefit obligation; however, this will be partially offset by an increase in the return on the
plan’s debt investments.

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

The actuarial valuations of the present value of the defined benefit obligation were carried out by
qualified actuaries. The principal assumptions used for the purposes of the actuarial valuations were as
follows:

December 31

2019 2018
Discount rate 0.75% 1.00%
Expected rates of future salary increase 2.00% 2.00%

If possible reasonable change in each of the significant actuarial assumptions will occur and all other
assumptions will remain constant, the present value of the defined benefit obligation would increase
(decrease) as follows:

December 31,

2019
Discount rate(s)
0.25% increase $  (714)
0.25% decrease $ 744
Expected rate(s) of salary increase
0.25% increase $ 732
0.25% decrease $ (707)

The sensitivity analysis presented above may not be representative of the actual change in the present
value of the defined benefit obligation as it is unlikely that the change in assumptions would occur in
isolation of one another as some of the assumptions may be correlated.

As of December 31, 2019 and 2018, the expected contributions to the plan for the next year were $732

thousand and $742 thousand, respectively. The average duration of the defined benefit obligation was
11 years.
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16. EQUITY
a. Share capital

December 31

2019 2018
Authorized shares (in thousands) 500,000 400,000
Authorized capital $ 5,000,000 $ 4,000,000
Issued and paid shares (in thousands) 302,957 302,957
Issued capital $ 3,029,572 $ 3,029,572

On February 6, 2020, ITEQ Corporation’s board of directors resolved to issue 30,000 thousand ordinary
shares, with a par value of NT$10, for a consideration of NT$110 per share. The above transaction was
approved by the FSC, and the subscription base date was set by board of directors on February 19,
2020.

b. Capital surplus

December 31

2019 2018
May be used to offset a deficit, distributed as cash dividends, or
transferred to share capital
Shares premium from issuance $ 653,239 $ 653,239

The capital surplus arising from shares issued in excess of par value (including share premium from
issuance of ordinary shares), and donations may be used to offset a deficit; in addition, when the
Company has no deficit, such capital surplus may be distributed as cash dividends or transferred to
share capital (limited to a certain percentage of the Company’s capital surplus and once a year).

c. Retained earnings and dividends policy

Under the dividends policy as set forth in the amended Articles, where the Company made profit in a
fiscal year, the profit shall be first utilized for paying taxes, offsetting losses of previous years, setting
aside as legal reserve 10% of the remaining profit, setting aside or reversing a special reserve in
accordance with the laws and regulations, and then any remaining profit together with any undistributed
retained earnings shall be used by the Company’s board of directors as the basis for proposing a
distribution plan, which should be resolved in the shareholders’ meeting for distribution of dividends
and bonus to shareholders. For information on the accrual basis of the employees’ compensation and
remuneration of directors and supervisors and the actual appropriations, refer to Note 18-5, employee
benefits expense.

The Company is currently in its growth stage; thus, the policy for distribution of dividends should
reflect factors such as the current and future investment environment, fund requirements, domestic
competition and capital budget, as well as benefits to be given out, balance in the distribution of shares
and cash bonuses, and long-term financial planning. The Company’s Articles of Incorporation stipulate
that at least 20% of dividends to shareholders shall be distributed in cash.

Appropriation of earnings to legal reserve shall be made until the reserve equals the Company’s paid-in
capital. Legal reserve may be used to offset deficit. If the Company has no deficit and the legal reserve
has exceeded 25% of the Company’s paid-in capital, the excess may be transferred to capital or
distributed in cash.
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The appropriations from the earnings of 2018 and 2017 were approved in the shareholders’ meetings on
June 13, 2019 and June 15, 2018, respectively. The appropriations were as follows:

Appropriation of Earnings Dividends Per Share (NT$)

2018 2017 2018 2017
Legal reserve $ 177455 $ 124,470

205,680 -
Cash dividends 1,151,237 939,167 $ 3.8 $ 31

The appropriation of the 2018 earnings has not been proposed by the Company’s board of directors.

Information on the bonus to employees, directors and supervisors proposed by the Company’s board of
directors is available on the Market Observation Post System website of the Taiwan Stock Exchange.

Other items of equity
1) Exchange differences on translating the financial statements of foreign operations

For the Year Ended December 31

2019 2018
Balance at January 1 $ (204,144) $ (76,429)
Effect of change in tax rate - 2,763
Recognized for the year
Exchange differences on translating the financial

statements of foreign operations (376,967) (130,478)
Other comprehensive income recognized for the year (376,967) (127,715)
Balance at December 31 $ (581,111) $ (204,144)

2) Unrealized gain (loss) on financial assets at FVTOCI

For the Year Ended December 31

2019 2018
Balance at January 1 per IFRS 9 $ (1,536) $ (1,838)
Recognized for the year
Unrealized gain/(loss) - equity instruments (743) 302
Other comprehensive income recognized for the year (743) 302
Balance at December 31 $ (2,279) $ (1,536)
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17. REVENUE

The following is an analysis of the Company’s revenue from its major products:

Copper clad laminate
Prepeg
Others

18. NET INCOME (LOSS)

a. Other income

Technical service income
Government grant
Interest income

Other income

b. Other gains and losses

Net foreign exchange losses
Financial assets at FVTPL
Other gains (losses)

c. Depreciation and amortization

Property, plant and equipment
Right-of-use assets
Prepayments

An analysis of depreciation by function
Operating costs
Operating expenses

204

For the Year Ended December 31

2019
$ 3,051,483

1,922,028
50,860

$ 5,024,371

2018
$ 2,500,131
1,512,324
30,165

$ 4,042,620

For the Year Ended December 31

2019
$ -

2,768
32,034

$ 34,802

2018

$ 60,215
6,428
1,368

35,841

$ 103,852

For the Year Ended December 31

2019
$ (34,055)

(2,835)
$ (36,890)

2018

$ 33,239
39,926

(9,375)
$ 63,790

For the Year Ended December 31

2019
$ 202,184

29,400
2,720

$ 234,304

$ 180,486
51,098

$ 231,584

2018
$ 204,976
3,455

$ 208,431

$ 166,880
38,096

$ 204,976
(Continued)



An analysis of amortization by function
Operating costs
General and administrative expenses
Research and development expenses

Finance costs

Interest on bank loans

Interest on lease liabilities

Employee benefits expense

For the Year Ended December 31

2019 2018
$ 1,028 $ 378
242 1,763
1,450 1,314
$ 2720 $ 3455
(Concluded)

For the Year Ended December 31

2019 2018
$ 47,614 $ 42,967
4,268 -
51,882 42,967

For the Year Ended December 31

2019 2018
Short-term benefits $ 547,080 $ 438,463
Post-employment benefits (Note 15)
Defined contribution plans 13,001 12,517
Defined benefit plans (195) (175)
$ 559,886 $ 450,805
For the Years Ended December 31
2019 2018
Classified as Classified as
Classified as Operating Classified as Operating
Operating Cost Expense Total Operating Cost Expense Total
Analysis by function
Salaries and bonuses $ 202,374 $ 265,500 $ 467,874 $ 169,958 $ 195,218 $ 365,176
Employees’ insurance 17,514 12,840 30,354 16,325 12,118 28,443
Pension cost 7,162 5,644 12,806 6,624 5,718 12,342
Director’s
remuneration - 27,591 27,591 - 25,336 25,336
Others 15,856 5,405 21,261 14,095 5413 19,508
$ 242,906 $ 316,980 $ 559,886 $ 207,002 $ 243,803 $ 450,805

As of December 31, 2019 and 2018, the Company’s average number of employees were 432 and 407,
respectively. The number of directors who have not served as employees is 6 and 5, respectively. The
average employee benefit expenses were $1,250 thousand and $1,058 thousand, respectively. The
average salary expenses were $1,098 thousand and $908 thousand, and the average salary expenses

costs changed by 20.90%.
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f.

Employees’ compensation and remuneration of directors and supervisors

Articles of Incorporation of the Company stipulate to distribute employees’ compensation and
remuneration of directors and supervisors at the rates no less than 2% and no higher than 2%,
respectively, of net profit before income tax, employees’ compensation, and remuneration of directors
and supervisors. The employees’ compensation and remuneration of directors and supervisors in cash
for the years ended December 31, 2019 and 2018 have been approved by the Company’s board of
directors on March 17, 2020 and March 14, 2019, respectively.

For the Year Ended December 31

2019 2018
Employees’ compensation - ratio 5.00% 4.28%
Remuneration of directors and supervisors - ratio 1.00% 1.50%
Employees’ compensation - cash $ 136,303 $ 82,103
Remuneration of directors and supervisors - cash 27,261 28,786

If there is a change in the proposed amounts after the annual financial statements were authorized for
issue, the differences are recorded as a change in accounting estimate and will be reflected in the
following year.

There was no difference between the amounts of the bonus to employees and the remuneration of
directors and supervisors approved in the shareholders’ meetings and the amounts recognized in the
financial statements for the years ended December 31, 2018 and 2017.

Information on the employees’ compensation and remuneration of directors and supervisors resolved by
the Company’s board of directors in 2020 and 2019 are available on the Market Observation Post
System website of the Taiwan Stock Exchange.

Gains (losses) on foreign currency exchange

For the Year Ended December 31

2019 2018
Foreign exchange gains $ 54,846 $ 94,423
Foreign exchange losses (88,901) (61,184)
Net losses $ (34,055) $ 33,239
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19. INCOME TAXES
a. The major components of income tax expense recognized in profit or loss were as follows:

For the Year Ended December 31

2019 2018
Current tax
Current year $ 99,184 $ 5,405
Additional 10% income tax on unappropriated earnings 20,487 18,029
Additional income tax under basic income - 4,814
Prior year adjustments 11,395 (7,975)
131,066 20,273

Deferred tax
Current year (31,795) (47,022)

Effect of change in tax rate 60,371
(31,795) 13,349
Income tax expense recognized in profit or loss $ 99,271 $ 33,622

A reconciliation of accounting profit and income tax expense is as follows:

For the Year Ended December 31

2019 2018
Income before income tax from continuing operations $ 2,562,571 $ 1,808,179
Income tax expense calculated at the statutory rate $ 512,514 $ 361,636
Nondeductible expenses in determining taxable income 25,156 16,230
Tax-exempt income (436,968) (373,185)
Unrecognized deductible temporary differences (33,313) (46,298)
Additional income tax under the Alternative Minimum Tax Act - 4,814
Additional 10% income tax on unappropriated earnings 20,487 18,029
Effect of change in tax rate - 60,371
Adjustments for prior year’s tax 11,395 (7,975)
Income tax expense recognized in profit or loss $ 99,271 $ 33,622

The Income Tax Act in the ROC was amended in 2018, and the corporate income tax rate was adjusted
from 17% to 20%, effective in 2018. In addition, the rate of the corporate surtax applicable to the 2018
unappropriated earnings will be reduced from 10% to 5%.

As the status of the 2020 appropriation of earnings is uncertain, the potential income tax consequences
of the 2019 unappropriated earnings are not reliably determinable.

b. Income tax recognized in other comprehensive income

For the Year Ended December 31

2019 2018
Deferred tax
Effect of change in tax rate $ - $ 2,763
In respect of the current period
Translation of foreign operations 94,242 32,619
Total income tax recognized in other comprehensive income $ 94,242 $ 35,382
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C.

Current tax asset and liability

Current tax liability
Income tax payable

Deferred tax assets and liabilities

December 31

2019

95,601

The movements of deferred tax assets and deferred tax liabilities were as follows:

For the year ended December 31, 2019

Deferred tax assets

Write-down of
inventories

Bad debt expense

Exchange differences
on translating the
financial statements
of foreign operations

Unrealized exchange
gains and losses

Unrealized gain of
patent disposal

Others

Deferred tax liabilities
Investments accounted
for using equity
method
Others

Opening
Balance

$ 6,580
3,967

51,035

1,710

$ 63292

$ 366,006
1,702

$ 367,708

Recognized in

Other
Recognized in  Comprehensive
Profit or Loss Income
$ 1,856 $ -
(837) -
- 94,242
2,899 -
14,836 -
7,154 -
$ 25,908 $ 94,247
$ (4,185) $ -
(1,702) -
$ (5,887 $ -

208

2018

$ 28,111

Closing Balance

$ 8,436
3,130

145,277
2,899

14,836
8,864

$ 183,442

$ 361,821

$ 361,821



For the year ended December 31, 2018

Deferred tax assets

Write-down of
inventories

Bad debt expense

Exchange differences
on translating the
financial statements
of foreign operations

Others

Deferred tax liabilities
Investments accounted
for using equity
method
Others

Opening
Balance

$ 5593
2,609

15,653

2,156

$ 26,011

$ 352,460

$ 352,460

Recognized in

Other
Recognized in  Comprehensive
Profit or Loss Income Closing Balance
$ 987 $ - $ 6,580
1,358 - 3,967
- 35,382 51,035
_ (446) - - _ 1710

$ 1899 $ 35,382 $ 63292

$ 13,546 $ - $ 366,006
1702 - - 1702

$ 15248  $ = - $ 367,708

e. The information of temporary differences associated with investments for which deferred tax liabilities

have not been recognized

As of December 31, 2019 and 2018, the taxable temporary differences associated with subsidiaries for
which no deferred tax liabilities have been recognized were $7,871,136 thousand and $6,095,292

thousand, respectively.

f. Income tax returns of the Company through 2017 had been examined and assessed by the tax

authorities.

20. EARNINGS PER SHARE

Basic earnings per share
Basic earnings per share

Diluted earnings per share
Diluted earnings per share

Unit: NT$ Per Share

For the Year Ended December 31

2019 2018
$ 813 $ 5.86
$ 8.10 $ 5.82
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21.

The net income and weighted average number of ordinary shares outstanding in calculating earnings per
share were as follows:

Net Income
For the Year Ended December 31
2019 2018
Net income in computation of basic earnings per share $ 2,463,300 $ 1,774,557
Net income in computation of diluted earnings per share $ 2,463,300 $ 1,774,557

Ordinary shares
Unit: Thousand Shares

For the Year Ended December 31

2019 2018
Weighted average number of ordinary shares in computation of basic
earnings per share 302,957 302,957
Effect of potentially dilutive ordinary shares:
Employees’ compensation or bonus to employees 1,292 1,808
Weighted average number of ordinary shares used in the
computation of diluted earnings per share 304,249 304,765

If the Company can settle the compensation to employees in cash or shares, the Company assumes the
entire amount of the compensation would be settled in shares and the resulting potential shares are included
in the weighted average number of shares outstanding used in the computation of diluted earnings per share,
if the effect is dilutive. Such dilutive effect of the potential shares is included in the computation of diluted
earnings per share until the shareholders resolve the number of shares to be distributed to employees at their
meeting in the following year.

CAPITAL RISK MANAGEMENT

The Company manages its capital to ensure that entities in the Company will be able to continue as going
concerns while maximizing the return to shareholders through the optimization of the debt and equity
balance.

The capital structure of the Company consists of net debt (borrowings offset by cash and cash equivalents)
and equity of the Company (comprising issued capital, capital surplus, retained earnings and other equity).

The Company is not subject to any externally imposed capital requirements.

Key management personnel of the Company review the capital structure quarterly. As part of this review,
the key management personnel consider the cost of capital and the risks associated with each class of
capital. Under the recommendations of the key management personnel, to balance the overall capital
structure, the Company may adjust the amount of dividends paid to shareholders and the number of new
shares issued and repurchased.
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22. DISCLOSURES FOR FINANCIAL INSTRUMENTS
a. Categories of financial instruments

December 31

2019 2018
Financial assets
Financial assets at amortized cost (1) $ 2,828,879 $ 2,206,634
Financial liabilities
Amortized cost (2) 6,938,046 5,747,305
Financial guarantee contracts 18,091 14,432

1) The balances include financial assets measured at amortized cost, which comprise cash and cash
equivalents, notes receivable, accounts receivable, portion of other receivables and refundable
deposits.

2) The balances included financial liabilities measured at amortized cost, which comprise short-term
and long-term loans, short-term bills payable, notes payable, accounts payable, other payables,
current portion of long-term borrowings, and guarantee deposits received.

b. Financial risk management objective and policies

The Company monitors and manages the financial risks relating to the operations of the Company
through internal risk reports which analyze exposures by degree and magnitude of risks. These risks
include market risk (including currency risk, interest rate risk and other price risk), credit risk and
liquidity risk.

The Company’s Finance Department seeks to manage the effect of these risks by using derivative
financial instruments to hedge risk exposures under the policies approved by the board of directors. The
Company does not enter into or trade financial instruments, including derivative financial instruments,
for speculative purposes. Compliance with policies and exposure limits is being reviewed by the
internal auditors on a continuous basis.

1) Market risk
a) Foreign currency risk

The Company had foreign currency sales and purchases, which exposed the Company to foreign
currency risk. For the years ended December 31, 2019 and 2018 approximately 48% and 57% of
the Company’s sales and almost 40% and 74% of costs, respectively were denominated in
currencies other than the functional currency of the Company. Exchange rate exposures were
managed within approved policy parameters utilizing forward foreign exchange contracts.

The carrying amounts of the Company’s foreign currency denominated monetary assets and

monetary liabilities (including those eliminated on consolidation) and derivatives exposed to
foreign currency risk at the end of the reporting period are set out in Note 25.
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b)

Sensitivity analysis

The Company was mainly exposure to U.S. dollars and analyzed the sensitivity to a $0.5
increase and decrease in New Taiwan dollars against one U.S. dollar. The sensitivity to a $0.5
change in New Taiwan dollars is used when reporting foreign currency risk internally to key
management personnel and represents management’s assessment of the reasonably possible
change in foreign exchange rates. A positive number below indicates an increase in pre-tax
profit or other equity if U.S. dollars strengthened by $0.5 against the one New Taiwan dollar.
For a $0.5 in U.S. dollars weakening of U.S. dollars against one New Taiwan dollar, there
would be an equal and opposite impact on pre-tax profit or other equity and the balances below
would be negative.

Currency USD

2019 2018
Profit or loss $ 10,182 $ (28,543)
Interest rate risk

The Company was exposed to fair value interest rate risk because of fixed rate debt investments
with short-term bills payable.

The Company was also exposed to cash flow interest rate risk because of demand deposits and
floating rate bank borrowings.

The Company reviewed the interest level regularly and maintained the scope of interest rate
stably. The Company will adopt hedging strategies in the cost-effective way, if necessary.

The carrying amounts of the Company’s financial assets and financial liabilities with exposure
to interest rates at the end of the reporting period were as follows.

December 31

2019 2018
Fair value interest rate risk
Financial assets $ - $ 153,575
Financial liabilities 389,819 389,827
Cash flow interest rate risk
Financial assets 477,422 177,003
Financial liabilities 4,475,882 4,050,514

Sensitivity analysis

The sensitivity analyses have been determined based on the exposure to floating interest rates
for financial assets and financial liabilities. A 25 basis point increase or decrease is used when
reporting interest rate risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in interest rates. If interest rates
had been 25 basis points higher and all other variables were held constant, the Company’s
pre-tax profit for the years ended December 31, 2019 and 2018 would decrease by $9,996
thousand and $9,684 thousand, respectively.

Other price risk

The price changes in the Company’s financial products, which are engaged in transactions or
not for sale, will cause the fair value to change.
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2)

3)

Sensitivity analysis

Faced with the risk of changes in the price of financial assets available for sale, the Company
uses a 10% increase or decrease in market prices as a reasonable risk assessment to report price
changes to management.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting
in financial loss to the Company. As at the end of the reporting period, the Company’s maximum
exposure to credit risk which will cause a financial loss to the Company due to failure of
counterparties to discharge an obligation and financial guarantees provided by the Company could
arise from the carrying amount of the respective recognized financial assets as stated in the balance
sheets.

The Company had assigned a team to be responsible for determine and approving credit line, and
this team evaluated continuously financial situation, industries and region regarding customers
generated accounts receivable. In order to reduce credit risk, the Company proceeded to factoring
and insure accounts receivable if necessary. In addition, the Company reviewed monthly the
overdue amount of each individual accounts receivable and further recovering strategy to ensure
that adequate allowances are made for irrecoverable amounts at the balance sheet date. In this
regard, management believes the Company’s credit risk was significantly reduced.

The credit risk on liquid funds and derivatives was limited because the counterparties are banks
with high credit ratings assigned by international credit-rating agencies.

The Company’s concentration of credit risk of 50% and 69% of total accounts receivables as of
December 31, 2019 and 2018, respectively, were related to the Company’s ten largest customers.
The concentration of credit risk for the remainder of accounts receivable were immaterial.

Liquidity risk

Ultimate responsibility for liquidity risk management rests with the board of directors, which has
built an appropriate liquidity risk management framework for the Company’s short, medium and
long-term funding and liquidity management requirements. The Company manages liquidity risk by
maintaining adequate banking facilities and reserve borrowing facilities in capital market, and
continuously monitoring forecast and actual cash flows as well as matching the maturity profiles of
financial assets and liabilities. The detailed information of the Company’s unused financing
facilities as of December 31, 2019 and 2018 is further stated in (b) financing facilities below.

a) Liquidity risk tables for non-derivative financial liabilities
The following table details the Company’s remaining contractual maturity for its non-derivative
financial liabilities with agreed repayment periods. The tables had been drawn up based on the
undiscounted cash flows of financial liabilities from the earliest date on which the Company can
be required to pay. The tables included both interest and principal cash flows.

December 31, 2019

180 Days 181-270 Days 271-360 Days 361+ Days Total
Non-derivative financial liabilities
Short-term borrowings $ 3,379,497 $ - $ - $ - $ 3,379,497
Short-term bills payable 390,000 - - - 390,000
Notes payable and accounts
payable 1,478,737 - - - 1,478,737
Accounts payable - related parties 161,342 - - - 161,342

(Continued)
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b)

180 Days 181-270 Days 271-360 Days 361+ Days Total

Other payables $ 427,124 $ - $ - $ - $ 427,124
Other payables - related parties 550 - - - 550
Financial guarantee contracts 18,091 - - - 18,091
Lease liabilities 17,235 8,576 8,548 252,225 286,584
Long-term borrowings 62,422 31,502 34,371 1,291,573 1,419,868

$ 5,934,998 $ 40,078 3 42,919 $ 1,543,798 $ 7,561,793

(Concluded)
Further information on the maturity analysis of lease liabilities is as follows:
Less than One
Year 1-5 Years 5-10 Years
Lease liabilities $ 34,360 $ 131,273 $ 436,291
December 31, 2018
180 Days 181-270 Days 271-360 Days 361+ Days Total
Non-derivative financial liabilities
Short-term borrowings $ 3,030,195 $ - $ - $ - $ 3,030,195
Short-term bills payable 390,000 - - - 390,000
Notes payable and accounts
payable 749,537 - - - 749,537

Accounts payable - related parties 145,644 - - - 145,644
Other payables 307,577 - - - 307,577
Other payables - related parties 101,046 - - - 101,046
Financial guarantee contracts 14,432 - - - 14,432
Long-term borrowings 63,840 31,920 31,920 910,674 1,038,354

$ 4,802,271 $ 31,920 $ 31,920 $ 910,674 $ 5776,785

Financing facilities

Bank borrowings are a major source for the liquidity of the Company. The Company’s

financing facilities are as follows:

Unsecured bank borrowings facility
Amount used
Amount unused

December 31

2019
$ 5,117,645
3,596,237

$ 8,713,882
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2018

$ 4,653,969
2,760,325
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c. Transfers of financial assets

Factored trade receivables for the years ended December 31, 2019 and 2018 were as follows:

Interest

Rates on
Advances
Received

Counterparties

December 31, 2019

Taishin Bank (Note)
KGI Commercial Bank (Note)
Bank SinoPac (Note)

December 31, 2018

Taishin Bank (Note)
KGI Commercial Bank (Note)
Yuanta Bank (Note)

Note: No advances received at year-end.

(%)

Advances
Receivables Received at Amounts
Sold Year-end Collected Credit Line
$ 60,617 $ - $ 60,617 $ 216,902
2,561 - 2,561 17,988
85,135 - 85,135 224,850

$ 148,313 $ - $ 148,313 $ 459,740

$ 88,993 $ - $ 88,993 $ 220,504
6,217 - 6,217 18,429
1,130 - 1,130 20,000

$ 96.340 $ - 96,340 258,933

The above credit lines may be used on a revolving basis.

Pursuant to the Company’s factoring agreements, losses from commercial disputes (such as sales
returns and discounts) were borne by the Company, while losses from credit risk were borne by the
banks. As of December 31, 2019 and 2018, the Company issued promissory notes with an aggregate
amount of $507,902 thousand and $494,575 thousand to the banks as collateral, respectively.

23. TRANSACTIONS WITH RELATED PARTIES

Except as disclosed in other notes, details of transactions between the Company and other related parties are

disclosed below.
a. Related party name and category

Related Party Name

Related Party Category

Win Corporation

ITEQ International

IPL

L

ITEQ (WX)

ITEQ (DG)

Bon-Mou Investment Co.

Related party in substance
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
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b. Sales of goods

Related Party Category/Name

ITEQ (DG)
ITEQ (WX)
Others

For the Year Ended December 31

2019 2018
$ 2,249,430 $ 950,655

536,504 309,258
4,163 10,090

$ 2,790,097 $ 1,270,003

The sale price to the related party is based on the Company’s purchase cost plus fixed profit.

c. Purchases of goods

Related Party Category/Name

ITEQ (DG)
ITEQ (WX)
Others

For the Year Ended December 31

2019 2018
$ 491,636 $ 565,500
302,780 323,184
24,638 95,008

$ 819,054 $ 983,692

The purchases price to the related party is based on the Company’s purchase cost plus fixed profit.

d. Other income

Related Party Category/Name

ITEQ (WX)

December 31

2019 2018

$ 21,194 $ 60,215

The Company sold the patent rights to ITEQ (WX) for $95,371 thousand in April 2019 and adjusted it
to realized profits according to the period of use. Amortization is $21,194 thousand in 2019. As of
December 31, 2019, the deferred unrealized profits was $74,178 thousand.

The other income from related party comes from technical service fees and patent transfer income.

e. Receivables from related parties (excluding loans to related parties and contract assets)

December 31

Related Party Category/Name 2019 2018
ITEQ International $ 329,780 $ 430,010
ITEQ (DG) 862,876 364,401
ITEQ (WX) 170,365 -
Others 437 80,618

$ 1,363,458 $ 875,029

The outstanding trade receivables from related parties are unsecured. For the years ended December 31,
2019 and 2018, no impairment loss was recognized for trade receivables from related parties.
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f.

Payables to related parties (excluding loans from related parties)

December 31

Related Party Category/Name 2019 2018
IPL $ 57,199 $ 74547
L 79,027 71,637
ITEQ (WX) 22,541 -
Others 3,125 506
$ 161,892 $ 146,690

The outstanding trade payables from related parties are unsecured.

g. Loans from related parties
December 31
Related Party Category/Name 2019 2018
Bon-Mou Investment Co. $ - $ 100,000
h. Lease arrangements

The Company entered into an operating lease agreement with Win Corporation to lease land and plant
facility. The lease period is from January 1, 2013 to December 31, 2028 and the rent is payable

monthly.

Line Item December 31
2019 2018

Right-of-use assets $ 254,002 $ -
Refundable deposits $ 99,686 $ 110,000
Lease liabilities - current $ 25,592 $ -
Lease liabilities - non-current 220,044 -

$ 245,636 $ -
Finance costs $ 4,119 $ -
Depreciation expense $ 28,222 $ -
Lease expense $ - $ 30,364
Interest income $ 1,085 $ -

Compensation of key management personnel

For the Year Ended December 31

2019 2018
Short-term employee benefits $ 62,622 $ 50,565
Post-employment benefits 668 733
$ 63,290 $ 51,298

The remuneration of directors and key executives was determined by the remuneration committee based

on the performance of individuals and market trends.
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24. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED COMMITMENTS

25.

In addition to those disclosed in other notes, significant commitments and contingencies of the Company as
of December 31, 2019 and 2018 were as follows:

a. Significant commitments

1) Unused letters of credit amounted to $194,088 thousand.

2) Total contracted construction equipment fees not yet paid were $12,157 thousand.
b. Contingencies

Contingent liabilities

Contingent liabilities incurred by the Company arising from interests in subsidiaries were as follows:

December 31

2019 2018
Financial guarantee for subsidiaries loans
Amount guaranteed $ 3,687,740 $ 3,548,641
Amount utilized 1,138,785 823,229

SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES

The following information was aggregated by the foreign currencies other than functional currencies of the
Company and the exchange rates between foreign currencies and respective functional currencies were
disclosed. The significant assets and liabilities denominated in foreign currencies were as follows:

December 31

2019 2018
Foreign currency asset
Monetary item
USD $ 39,174 $ 55,337
Exchange rate 29.98 30.715
Carrying amount 1,174,437 1,699,676
Foreign currency liabilities
Monetary item
USD 18,811 112,422
Exchange rate 29.98 30.715
Carrying amount 563,954 3,453,042
For the Year Ended December 31
2019 2018
Net Foreign Net Foreign
Exchange Gains Exchange Gains
Exchange Rate (Losses) Exchange Rate (Losses)
usD 30.91 (USD:NTD) $ 34,055 30.14 (USD:NTD) $ 33,239
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26. SEPARATELY DISCLOSED ITEMS

a.

Information about significant transactions and b. investees:
1) Financing provided to others. (Table 1)
2) Endorsements/guarantees provided. (Table 2)

3) Marketable securities held (excluding investment in subsidiaries, associates and joint controlled
entities). (Table 3)

4) Marketable securities acquired and disposed at costs or prices at least NT$300 million or 20% of the
paid-in capital. (None)

5) Acquisition of individual real estate at costs of at least NT$300 million or 20% of the paid-in
capital. (None)

6) Disposal of individual real estate at prices of at least NT$300 million or 20% of the paid-in capital.
(None)

7) Total purchases from or sales to related parties amounting to at least NT$100 million or 20% of the
paid-in capital. (Table 4)

8) Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in
capital. (Table 5)

9) Trading in derivative instruments. (None)

10) Intercompany relationships and significant intercompany transactions. (Table 6)

Information on investments in mainland China

1) Information on any investee company in mainland China, showing the name, principal business
activities, paid-in capital, method of investment, inward and outward remittance of funds,
ownership percentage, net income of investees, investment income or loss, carrying amount of the
investment at the end of the period, repatriations of investment income, and limit on the amount of
investment in the mainland China area. (Table 7)

2) Any of the following significant transactions with investee companies in mainland China, either
directly or indirectly through a third party, and their prices, payment terms, and unrealized gains or
losses:

a) The amount and percentage of purchase: Note 23 and Table 4.
b) The amount and percentage of sales: Note 23, Tables 4 and 5.
¢) The amount of assets disposed of and related gain or loss: None.
d) Endorsement/guarantee provided: Table 2.

e) Financing provided: Table 1.

f) Other transactions that significantly impacted current year’s profit or loss or financial position:
None.
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ITEQ CORPORATION

FINANCING PROVIDED TO OTHERS
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 1

Maximum Balance Transaction Business Reasons for Collateral Financing Limit for Financing Amount
N Financing Company Financial Statement Related - Ending Balance Interest . . . g Allowance for Each Borrowing LY
0 Name Borrower Account Parties for the Period (In Thousands) Amounts Rate Type of Financing Transaction Sh_ort tgrm Doubtful Accounts Item Value Compan Limits
pany
(In Thousands) (In Thousands) Amounts Financing (Notes 1 and 2)
(Notes 1 and 2)
1 (1L ITEQ (WX) Accounts receivable - Yes UsS$ 12,906 Us$ 12,906 Us$ 12,906 - Short-term financing Operating capital $ - - $ $ 1,094,389 $ 1,094,389
related parties and other thousand thousand thousand
receivables - related
parties
2 |ITEQ (DG) ITEQ (IX) Accounts receivable - Yes RMB 200,000 RMB 200,000 RMB 130,000 1.5 |Short-term financing Operating capital - - 1,690,520 1,690,520
related parties and other thousand thousand thousand
receivables - related
parties
ITEQ (HJ) Accounts receivable - Yes RMB 10,864 RMB - RMB - - Short-term financing Operating capital - - 1,690,520 1,690,520
related parties and other thousand thousand thousand
receivables - related
parties
3 |ITEQ (HK) ITEQ (WX) Accounts receivable - Yes Uss$ 388 us$ 388 us$ 388 - Short-term financing Operating capital - - 1,690,520 1,690,520
related parties and other thousand thousand thousand
receivables - related
parties
4 [ITEQ (WX) 1L Accounts receivable - Yes RMB 23,544 RMB 23,544 RMB 23,544 - Short-term financing Operating capital - - 1,690,520 1,690,520
related parties and other thousand thousand thousand
receivables - related
parties
ITEQ (IX) Accounts receivable - Yes RMB 300,000 RMB 300,000 RMB 100,000 1.5 |Short-term financing Operating capital - - 1,690,520 1,690,520
related parties and other thousand thousand thousand
receivables - related
parties
5 |Bon Mou Investment |ITEQ Accounts receivable - Yes NT$ 100,000 NT$ - NT$ - - Short-term financing Operating capital - - 1,690,520 1,690,520
Co. Corporation related parties and other thousand thousand thousand
receivables - related
parties
Note 1:  Not exceeding 20% and 40% of the latest net assets of the Company reviewed by auditors.
Note 2:  Lower of 600% of the latest net assets of ITEQ subsidiaries audited or reviewed by auditors or 20% of the latest audited or reviewed net assets of the Company.
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TABLE 2

ITEQ CORPORATION

ENDORSEMENT/GUARANTEE PROVIDED
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

Guaranteed Party Limits on .
Endorsement/ Ratio of
Guarantee Amount of Accumulated Maximum Endorsement/
Amount Maximum Endorsement/ | Endorsement/ | Endorsement/ | Endorsement/ | Endorsement/ | Guarantee
No Endorsement/ Provided to Balance for the | Endina Balance Amount Actually Guarantee Guarantee to Guarantee Guarantee Guarantee Provided to
" | Guarantee Provider Name Relationship : g Drawn Collateralized by| Net Equity of Amount Provided by | Provided by |Subsidiaries in
Each Period e .
Property, Plant the Latest Allowable Parent Subsidiaries Mainland
Guaranteed . . . .
Party and Equipment Financial (Notes 1 and 2) China
(Notes 1 and 2) Statement
0 |ITEQ Corporation IL,IPL Indirect holding 100% by subsidiary | $ 8,452,601 $ 300,000 $ 300,000 $ 74,950 $ - 3.55% $ 8,452,601 Y N N
(Note 3)
L Indirect holding 100% by subsidiary 8,452,601 1,216,600 1,094,270 151,588 - 12.95% 8,452,601 Y N N
(Note 3)
IPL Indirect holding 100% by subsidiary 8,452,601 2,053,630 2,053,630 912,247 - 24.30% 8,452,601 Y N N
(Note 3)
ITEQ (WX) Indirect holding 100% by subsidiary 8,452,601 252,800 239,840 - - 2.84% 8,452,601 Y N Y
(Note 3)

Note 1:  100% or 135% of the latest audited or reviewed equity of the Company.
Note 2:  Not exceeding 300% of the latest net assets of ITEQ subsidiaries audited or reviewed by auditors.

Note 3:  Bank guarantee amount obtained by jointly issuing bills.
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ITEQ CORPORATION

MARKETABLE SECURITIES HELD

DECEMBER 31, 2019

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLE 3

Type and Name of Marketable Securities

Relationship with the Holding Company

December 31, 2019

Holding Company Name (Note 1) (Note 2) Financial Statement Account Shares Carrying Percentage of Fair VValue Note
(Thousands) Amount Ownership

ITEQ Corporation Shares
Bon-In Biologic Technology Company - Financial assets at FVTPL - current 100 $ - 5.0 $ -

Bon Mou Investment Co.  |Shares
Mortech Corporation - Financial assets at FVTPL - current 500 9,045 1.3 9,045
Big Sun Energy Technology Inc. - Financial assets at FVTPL - non-current 887 - 0.5 -
Ding Mou Corporation - Financial assets at FVTPL - non-current 100 - 0.4 -
Gemtek Technology Co., Ltd. Its director is the chairman of the Company Financial assets at FVTPL - current 2,440 62,952 0.7 62,952
Grand Fortune Securities Co., Ltd. - Financial assets at FVTPL - current 2,234 21,022 0.9 21,022
TIEF Fund, L.P. - Financial assets at FVTOCI - non-current - 28,505 4.8 28,505

Note 1: Marketable securities were shares, bonds, beneficiary certificates and others within the scope of IFRS 9 “Financial Instruments”.

Note 2: Refer to Tables 6 and 7 for the information on subsidiaries and associates.
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TABLE 4

ITEQ CORPORATION

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

Transaction Details Abnormal Transaction Nc_)tes/ Accounts
Buyer Related Party Relationship Purchase/ — Becelvable Payable) Note
Sale Amount % to Total | Payment Terms Unit Price Payment Terms |Ending Balance| % to Total
ITEQ Corporation ITEQ (DG) Indirect holding 100% by subsidiary |Purchase $ 491,636 15 - $ - - $ (2,575) -
ITEQ (DG) ITEQ Corporation Indirect holding 100% by subsidiary |Sale (491,636) 5) - - - 2,575 -
ITEQ Corporation ITEQ (DG) Indirect holding 100% by subsidiary |Sale (2,249,430) (45) - - - 862,876 49
ITEQ (DG) ITEQ Corporation Indirect holding 100% by subsidiary |Purchase 2,249,430 26 - - - (862,876) (32)
ITEQ Corporation ITEQ (WX) Indirect holding 100% by subsidiary |Purchase 302,780 9 - - - (101,568) (6)
ITEQ (WX) ITEQ Corporation Indirect holding 100% by subsidiary |Sale (302,780) 3 - - - 101,568 8
ITEQ Corporation ITEQ (WX) Indirect holding 100% by subsidiary |Sale (536,504) (1) - - - 170,365 10
ITEQ (WX) ITEQ Corporation Indirect holding 100% by subsidiary |Purchase 536,504 6 - - - (170,365) (5)
ITEQ (DG) IPL Same parent company Sale (471,097) %) - - - 112,297 3
IPL ITEQ (DG) Same parent company Purchase 471,097 25 - - - (112,297) (21)
ITEQ (DG) ITEQ (GZ) Same parent company Sale (1,539,742) (16) - - - 496,171 12
ITEQ (G2) ITEQ (DG) Same parent company Purchase 1,539,742 32 - - - (496,171) (39)
ITEQ (DG) ITEQ (HJ) Same parent company Sale (138,392) @ - - - 41,184 1
ITEQ (HJ) ITEQ (DG) Same parent company Purchase 138,392 25 - - - (41,184) (37)
ITEQ (G2) ITEQ (DG) Same parent company Sale (1,193,986) (21) - - - 457,329 19
ITEQ (DG) ITEQ (GZ) Same parent company Purchase 1,193,986 14 - - - (457,329) a7
ITEQ (G2) IPL Same parent company Sale (269,344) (5) - - - 24,212 1
IPL ITEQ (GZ) Same parent company Purchase 269,344 14 - - (24,212) 5)
IPL ITEQ (GZ) Same parent company Sale (571,576) (30) - - 165,800 50
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Transaction Details

Abnormal Transaction

Notes/Accounts
Receivable (Payable)

Buyer Related Party Relationship Purchase/ — _ Note
Sale Amount % to Total | Payment Terms Unit Price Payment Terms |Ending Balance| % to Total
ITEQ (G2) IPL Same parent company Purchase $ 571,576 12 - $ - - $ (165,800) (13)
IPL ITEQ (DG) Same parent company Sale (828,498) (43) - - - 110,681 33
ITEQ (DG) IPL Same parent company Purchase 828,498 10 - - - (110,681) (@)
L ITEQ (WX) Same parent company Sale (462,722) (44) - - - 540,658 75
ITEQ (WX) L Same parent company Purchase 462,722 5 - - - (540,658) a7
L IPL Same parent company Sale (134,616) (13) - - - 46,670 6
IPL L Same parent company Purchase 134,616 7 - - - (46,670) €)]
ITEQ (WX) L Same parent company Sale (575,151) %) - - - 370,464 8
L ITEQ (WX) Same parent company Purchase 575,151 55 - - - (370,464) (82)
ITEQ (WX) ITEQ (DG) Same parent company Sale (793,495) @) - - - 225,085 5
ITEQ (DG) ITEQ (WX) Same parent company Purchase 793,495 9 - - - (225,085) (8)
ITEQ (JX) ITEQ (DG) Same parent company Sale (184,822) 79 - - - 207,079 79
ITEQ (DG) ITEQ (JX) Same parent company Purchase 184,822 2 - - - (207,079) @)

Note 1: The transactions with ITEQ (DG) were made through IPL. The transactions with ITEQ (WX) were made through IIL.

Note 2: The selling prices and collection terms for products sold to related parties were similar to those products sold to third parties.
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ITEQ CORPORATION

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20 OF THE PAID-IN CAPITAL

DECEMBER 31, 2019

(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

TABLES

Overdue Amounts
. . Ending Balance Received in | Allowance for
Company Name Related Party Relationship (Note) Turnover Rate Amount Actions Taken Subsequent Impairment
Period
L ITEQ (WX) Same parent company $ 540,658 - $ - - $ 38,680 $ -
IPL ITEQ (DG) Same parent company 110,681 - - - 106,001 -
ITEQ (GZ) Same parent company 165,800 - - - 97,340 -
ITEQ Corporation ITEQ (DG) Indirect holding 100% by subsidiary 862,876 - - - 398,363 -
ITEQ (WX) Indirect holding 100% by subsidiary 170,365 - - - 98,804 -
ITEQ (JX) ITEQ (DG) Same parent company 207,079 - - - - -
ITEQ (DG) ITEQ (GZ) Same parent company 496,171 - - - 468,483 -
IPL Same parent company 112,297 - - - - -
ITEQ (WX) ITEQ (DG) Same parent company 225,085 - - - 181,347 -
L Same parent company 370,464 - - - 28,630 -
ITEQ (G2) ITEQ (DG) Same parent company 457,329 - - - 413,668 -
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ITEQ CORPORATION

INFORMATION ON INVESTEES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

TABLE 6

_ Main Businesses and Investment Amount As of December 31, 2019 _ Net Income _
Investor Company Investee Company Location Products December 31, | December 31, Shares % Carrying (Loss) of the |Share of Profits Note
2019 2018 (Thousands) Amount Investee
ITEQ Corporation ITEQ International Samoa Investment US$ 61,719 | US$ 61,719 18,500 100 $ 11,744,189 | $ 2513112 | $ 2,513,112
thousand thousand
Bon Mou Investment Co.  |Hsin Chu, Taiwan Investment 70,000 370,000 7,000 100 145,212 38,811 38,811
ITEQ International ITEQ Holding British Cayman Islands |Investment US$ 61,719 | US$ 61,719 18,500 100 US$ 387,263 | US$ 81,370 | US$ 81,370
thousand thousand thousand thousand thousand
ITEQ Holding ESIC British Virgin Islands Investment in PRC US$ 13,000 | US$ 13,000 10,750 100 US$ 142,500 | US$ 19,298 | US$ 19,298
thousand thousand thousand thousand thousand
IPL Samoa Import and export business | US$ 500 | US$ 500 500 100 (URH 947 | US$ 215 | US$ 215
thousand thousand thousand thousand thousand
L Samoa Import and export business | US$ 1,000 | US$ 1,000 1,000 100 US$ 4951 | US$ (1,134 | US$ (1,134
thousand thousand thousand thousand) thousand)
Eagle Great British Virgin Islands Investment in PRC US$ 8,499 | US$ 8,499 8,499 100 US$ 14,049 | US$ 2,035 | US$ 2,035
thousand thousand thousand thousand thousand
Shining Era Samoa Investment US$ - | US$ 3,000 - 100 US$ - | US$ - | US$ -
thousand thousand thousand thousand thousand
ITEQ (HK) Hong Kong Investment in PRC US$ 24,200 | US$ 24,200 24,200 100 US$ 196,991 | US$ 60,962 | US$ 60,962
thousand thousand thousand thousand thousand
Mega Crown Samoa Investment US$ - | US$ 223 - 100 US$ - | US$ - -
thousand thousand thousand thousand thousand
Note: Information on investees in mainland China is detailed in Table 7.
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TABLE 7

ITEQ CORPORATION

INVESTMENTS ON INVESTMENTS IN MAINLAND CHINA
FOR THE YEAR ENDED DECEMBER 31, 2019

(In Thousands of New Taiwan Dollars or Foreign Currency)

Investment Flows Accumulated
Accumulated Outward Accumulated
Outward . % . -
. Remittance for | Net Income . Carrying Repatriation of
Remittance for Ownership | Investment
Investee . . S . Method of Investment (Loss) of the . . Amount as of Investment
Main Businesses and Products | Paid-in Capital Investment of Director| Gain (Loss)
Company Investments Outward Inward from Investee - December 31, | Income as of
from . Indirect (Note 2)
. Taiwan as of (Note 2) 2019 December 31,
Taiwan as of Investment
January 1. 2019 December 31, 2019
y b 2019

ITEQ (DG) Produces and sells prepeg and US$ 20,000 |Notes1and4 US$ 13,000 -1 $ US$ 13,000 | US$ 20,281 100 US$ 20,181 | US$ 136,975 | $ -

copper clad lamination thousand thousand thousand thousand thousand thousand
ITEQ (WX)  [Produces and sells prepeg and US$ 41,000 |Notes1and4 US$ 22,100 - US$ 22,100 | US$ 48,089 100 US$ 48,089 | US$ 149,283 | US$ 82,231
copper clad lamination thousand thousand thousand thousand thousand thousand thousand
ITEQ (HJ) Produces and sells mass lamination| US$ 8,499 |Notes 1 and 4 US$ 8,286 - US$ 8,286 | US$ 2,032 100 US$ 2,032 | US$ 13,508 -

thousand thousand thousand thousand thousand thousand
ITEQ (G2) Produces and sells prepeg and US$ 23,700 [Note 1 US$ 16,200 - US$ 16,200 | US$ 12,884 100 US$ 12,884 | US$ 76,336 | US$ 6,550
copper clad lamination thousand thousand thousand thousand thousand thousand thousand
ITEQ (IX) Produces and sells prepeg and US$ 20,800 |Notes1and 4 - - - | US$ (879 100 US$ (879 | US$ 17,963 -

copper clad lamination thousand thousand) thousand) thousand

Accumulated Outward Investment Amounts Upper Limit on the

Remittance for Investment in
Mainland China as of
December 31, 2019

Authorized by Investment
Commission, MOEA

Amount of Investment
Stipulated by Investment
Commission, MOEA

US$59,586 thousand

US$80,400 thousand

$5,355,319 (Note 3)

Note 1:

Note 2:

Investment in China through incorporating an overseas company.

Investment income (loss) was based on financial statements audited by the parent company’s auditors.

Note 3: The Company’s net asset value or 60% of the consolidated net asset value is based on the regulation issued on August 29, 2008 by the Investment Commission under the Ministry of Economic Affairs.

Note 4:
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ITEQ Holding used its funds to invest in ITEQ (DG), ITEQ (WX), ITEQ (HJ), ITEQ (GZ), ITEQ (XT) through ITEQ (HK) and ITEQ (JX) used to invest in ESIC, ITEQ (DG), ITEQ (WX).




ITEQ CORPORATION

THE CONTENTS OF STATEMENTS OF MAJOR ACCOUNTING ITEMS

ltem Statement Index

Major Accounting Items in Assets, Liabilities and Equity

Statement of cash and cash equivalents 1
Statement of notes receivable 2
Statement of accounts receivable 3
Statement of other receivables 4
Statement of inventories 5
Statement of investment accounted for using the equity method 6
Statement of property, plant and equipment Note 10
Statement of right-of-use assets 7
Statement of deferred tax assets Note 19
Statement of other non-current assets Note 12
Statement of short-term borrowings 8
Statement of short-term bills payable 8-1
Statement of accounts payable 9
Statement of provisions - current Note 14
Statement of other payables 10
Statement of other current liabilities 11
Statement of long-term borrowings 8
Statement of lease liabilities 12
Statement of deferred tax liabilities Note 19
Major Accounting Items in Profit or Loss

Statement of operating revenue 13
Statement of cost of goods sold 14
Statement of selling and marketing expenses 15
Statement of general and administrative expenses 15
Statement of research and development expenses 15
Statement of other gains and losses, net Note 18
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ITEQ CORPORATION

STATEMENT OF CASH AND CASH EQUIVALENTS
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

STATEMENT 1

Item Remark
Cash
Checking deposits
Demand deposits
Foreign currency deposits US$7,215 thousand, exchange rate 29.98

EURB893 thousand, exchange rate 33.59
HK$1,861 thousand, exchange rate 3.85
RMB20,522 thousand, exchange rate 4.30
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Amount

$ 84
10

135,755
216,307
30,007
7,161
88,192

$ 477,516



ITEQ CORPORATION

STATEMENT OF NOTES RECEIVABLE
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

STATEMENT 2

Client’s Name

Non-related party
Company A
Company B
Company C
Others (Note)

Note: The amount of each item does not exceed 5% of the account balance.
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Amount

$ 31,549
21,411
16,979

7,210

$ 77,149



ITEQ CORPORATION

STATEMENT OF ACCOUNTS RECEIVABLE
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

STATEMENT 3

Client’s Name

Non-related party
Company A
Company B
Company C
Company D
Company E
Company F
Company G
Others (Note)

Less: Allowance for uncollectible accounts - accounts receivable

Note: The amount of each item does not exceed 5% of the account balance.
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Amount

$ 188,993
55,221
39,007
30,494
29,867
29,505
28,949

235,621
637,657

1,913

$ 635,744



ITEQ CORPORATION

STATEMENT OF OTHER RECEIVABLES
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

STATEMENT 4

ltem

Other receivables - factored accounts receivables
Taishin Bank
Yuanta Bank
KGI Commercial Bank

Other receivables - others
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Amount

$ 60,617
85,135
2,561
148,313
29,354

$ 177,667



STATEMENT5

ITEQ CORPORATION

STATEMENT OF INVENTORIES
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Amount
Net Realizable
Item Book Value Value
Finished goods $ 202,567 $ 169,700
Work in process 5,921 5,921
Raw materials 550,462 541,148
Supplies 4,276 4,276

$ 763226  $ 721,045
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STATEMENT 6

ITEQ CORPORATION

STATEMENT OF INVESTMENT ACCOUNTED FOR USING THE EQUITY METHOD
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Recognize
Subsidiary’s
Investments Gain on Balance, December 31, 2019
Balance, January 1, 2019 Decrease Changes in Accounted for  Available for Financial Cumulative Percentage of
Share Share Other Item Using Equity Financial Guarantee Translation Share Ownership
Name (In Thousands) Amount (In Thousands) Amount Equity Method Products Contracts Adjustment  (In Thousands) (%) Amount Fair Value Note
Bon Mou Investment Co. 37,000 $ 704,595 (30,0000 $ (297,451) $ (300,000) $ 38,811 $ (743) $ - $ - 7,000 100 $ 145212 $ 145212
ITEQ International, Ltd. 18,500 9,998,530 - (299,903) - 2,513,112 - 3,659 (471,209) 18,500 100 11,744,189 11,610,160 Note 3
$ 10,703,125 $ (597,354) $ (300,000) $ 2,551,923 $ (743) $ 3,659 $  (471,209) $ 11,889,401 $ 11,755,372

Note 1:  There is no pledge and mortgage in the equity investment.
Note 2:  The equity was calculated based on the financial statements which have been audited during the same period.

Note 3:  The difference between the book value and the equity was recognized as NT$18,091 thousand of financial guarantee contracts of endorsements/guarantees provided by the subsidiaries and NT$190,116 thousand of the estimated tax of the surplus repatriation.

Note 4: Decreasing amount in the current year is the declaration of dividends issued by the subsidiaries.
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STATEMENT 7

ITEQ CORPORATION

STATEMENT OF RIGHT-OF-USE ASSETS
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Balance, Balance,
January 1, December 31,
Item 2019 Adjustment Increase 2019 Note
Cost
Buildings $ - $ 287,425 $ - $ 287,425
Depreciation charge for
right-of-use assets
Buildings $ - $ - $ 29,400 $ 29,400
$ - 258,025
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ITEQ CORPORATION.

STATEMENT OF SHORT-TERM AND LONG-TERM LOANS
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

STATEMENT 8

Loan Type and Creditor

Short-term debt
Shin Kong Commercial Bank
Hua Nan Bank
Taishin Bank
Bank SinoPac
Land Bank of Taiwan
CTBC Bank
Bank of Taiwan
E.Sun Bank
Yuanta Bank
Cathay United Bank
First Bank
Mega Bank
The Shanghai Commercial & Savings Bank
Citibank

Long-term debt (including within one year)
O-Bank
KGI Commercial Bank
Agricultural Bank of Taiwan
Bank SinoPac

Note: The company has not exercised the credit limit at the amount of NT$194,088 thousand of the loan and performance guarantees for the year ended December 31, 2019.

Loan Period

2019/12/02-2020/03/01
2019/11/22-2020/01/21
2019/12/20-2020/01/20
2019/12/27-2020/01/06
2019/10/04-2020/01/04
2019/12/20-2020/03/19
2019/11/21-2020/02/19
2019/12/13-2020/01/10
2019/12/26-2020/03/24
2019/12/05-2020/01/03
2019/12/13-2020/01/10
2019/11/05-2020/04/30
2019/12/16-2020/03/13
2019/12/26-2020/02/24

2014/08/29-2021/08/15
2019/08/16-2021/08/16
2019/05/24-2022/05/24
2019/10/29-2021/10/31

Annual Rate (%)
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1.10
1.05
1.07
1.10
1.05
1.08
1.05
1.03
1.07
1.06
1.06
0.99
1.10
1.10

0.904
1.046
1.050
1.100

Balance

$ 300,000
200,000
600,000
100,000
100,000
220,000
100,000
430,000
200,000
150,000
200,000

20,000
100,000
350,000

$ 3,070,000

$ 205,882
500,000
500,000
200,000

$ 1,405,882

Loan Commitments

$ 300,000
300,000
600,000
300,000
400,000
300,000
479,880
500,000
300,000
359,760
559,760
299,800
239,840
359,760

205,882
500,000
500,000
200,000

Mortgage or Guarantee

NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA
NA

NA
NA
NA
NA



STATEMENT 8-1

ITEQ CORPORATION.

STATEMENT OF SHORT-TERM BILLS PAYABLE
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Unamortized Trade

Discount Payable on Mortgage or
Item Contract Period Annual Rate (%) Issuing Amount Commercial Paper Book Value Guarantee
Commercial paper

China Tickets 2019/12/04-2020/01/16 1.048 $ 150,000 $ 65 $ 149,935 -
Mega Tickets 2019/11/19-2020/01/15 1.038 120,000 48 119,952 -
Dah Chung Tickets 2019/12/27-2020/01/21 1.048 120,000 69 119,932 -

$ 390,000 182 389,819

Less: Commercial paper due within one year 182 389,819

$ - $ -
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ITEQ CORPORATION

STATEMENT OF ACCOUNTS PAYABLE
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

STATEMENT9

Client’s Name

Non-related party
Company A
Company B
Company C
Company D
Company E
Others (Note)

Note: The amount of each item does not exceed 5% of the account balance.

238

Amount

$ 187,990
129,130
438,439
155,002

67,911
500,265

$ 1,478,737



STATEMENT 10

ITEQ CORPORATION

STATEMENT OF OTHER PAYABLES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Item Amount

Employees’ compensation payable $ 183,941
Salaries and wages payable 98,742
Estimated expense payable 19,463
Compensation due to directors and supervisors 27,261
Payables on equipment 16,506
Others 81,211

$ 427,124
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ITEQ CORPORATION

STATEMENT OF OTHER CURRENT LIABILITIES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

STATEMENT 11

ltem

Financial guarantee contracts
Temporary receipts

Receipts under custody
Others
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Amount

$ 18,091
40,898
1,545
1,569

$ 62,103



STATEMENT 12

ITEQ CORPORATION

STATEMENT OF LEASE LIABILITIES
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Balance,
Discount December 31,
Item Summary Lease Period Rate 2019 Note

Buildings Offices 2018/1/1-2023/5/31 3.20% $ 4,189
Plants 2013/1/9-2028/12/31 1.60% 245,636
Less: Due within one year 26,695

$ 223,130
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STATEMENT 13

ITEQ CORPORATION

STATEMENT OF OPERATING REVENUE
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Quantity
Item (In Thousands) Amount

Prepreg 12,774 $ 1,925,364
Copper clad laminate 5,181 3,064,612

Others 297 50,863
5,040,839

Sales returns (878)
Sales discounts (15,590)
(16,468)

$ 5,024,371
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ITEQ CORPORATION

STATEMENT OF COST OF GOODS SOLD
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

STATEMENT 14

ltem

Direct and indirect material
Material, beginning
Material purchased
Used material
Material, ending

Direct labor

Manufacturing overhead
Manufacturing costs

Work in process, beginning
Work in process, ending
Finished goods costs
Finished goods, beginning
Purchased goods costs
Reclassified to sample expense
Used finished goods
Finished goods, ending
Others

Revenue on sells the scraps
Inventory write-downs
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Amount

$ 227,259
3,361,763
(137,890)
(554,738)
2,896,394
163,382
505,758
3,565,534
1,066
(5.921)
3,560,679
116,387
819,054
(19,432)
(8,970)
(202,567)
(4,148)
4,261,003
(27,689)

9,283

$ 4,242,597



STATEMENT 15

ITEQ CORPORATION

STATEMENT OF OPERATING COSTS
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Selling and General and Research and
Marketing Administrative ~ Development
Item Expenses Expenses Expenses Amount
Salaries and bonus $ 8,767 $ 218,180 $ 38,553 $ 265,500
Commission expense 5,997 - - 5,997
Sample expense 3,245 - 16,188 19,433
Inspection and test expense - 1,496 16,816 18,312
Depreciation expense 20 34,783 16,295 51,098
Compensation due to directors and
supervisors - 27,591 - 27,591
Used material - - 72,178 72,178
Shipping expenses 65,938 104 1,238 67,280
Others (Note) 16,871 87,589 51,970 156,430

$ 100,838 $ 369,743 $ 213,238 $ 683,819

Note: The amount of each item does not exceed 5% of the amount of account balance.

244



ITEQ CORPORATION

Chairman: Chin-Tsal, Chen





