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Part 1. Letter to Shareholders
1. Preface

Dear shareholders,

In 2018, MIC has reached an outstanding accomplishment again with exceeding high revenue and
profitability. Comparing with 2017, our consolidated revenue increased from NT$20.2 billion to
NT$24.4 billion with a growth of 21%; our yearly operating income reached NT$875 million with an
annual growth of 9.37%; our net income after tax was NT$780million with a growth of 20.18%; and our
consolidated EPS was NT$4.21 with a growth of 19.94%. In overall, MIC showed an extraordinary
performance in revenue, net income and EPS in the year.

As for 2019, a number of foreign analyst reports have revised down the growth of semiconductor
industry. This has not only resulted in a rather conservative attitude of the market, but also created lots of
uncertainties. In his timeless work “Tao Te Ching”, Laozi ever said “The highest perfection is like
imperfection, and its use is never impaired. The greatest abundance seems meager, and its use will neve
fail.” Likewise, our management is built on our abundant experiences over the last 30 years and, in every
business cycle, we have established a firm foundation for our growth of the next stage.

2019 is a critical year for the development of 5G technology. Following the expansion of mobile network
services, the environment for telecommunications network and system thereof will be further enriched.
5G not only provides bigger bandwidth and faster mobile network, but also supports high-resolution
video (4K/8K video), mobile AR/VR games, immersive media applications, industrial automation, smart
healthcare, large-scale 10T, auto-vehicle control and other even more diverse and in-depth applications.
Seeing the great potential of 5G, | have encouraged our employees to be modest and consult with the
others in order to enhance our know-how and optimize our reach to new business opportunities. We truly
look forward to seeing even more remarkable performance of MIC when the next economic boom
arrives.

Looking back the year of 2018 and seeing the great future of 2019; | can only express my gratitude
through this letter. | am deeply grateful to all the shareholders who support MIC, to the clients who
recognize MIC, to the third-party partners who collaborate with MIC, and to all my colleagues for their
hard work. Next year, MIC will continue to strive for excellence to serve our clients, create lucrative
profit and shareholder return, and fulfill our social responsibilities toestablishoutstanding industrial
values of Taiwan.

Margaret Kao
Chairman & CEO




2. Business Report
2.1 The operating results of 2018

2.1.1 Operating results

The Company’'s consolidate revenue for 2018 totaled NT$24,415,723 thousand, with an
increase over NT$20,211,994 thousand comparing with the year before (2017). Net income in
2018 was NT$782,164 thousand, with an increase over NT$648,829 thousand comparing with
the year before.

The parent company’s separate revenue of the parent company for 2018 totaled NT$16,757,545
thousand, with an increase over NT$15,319,550 thousand comparing with the year before
(2017). Net income in 2018 was NT$792,582 thousand, with an increase over NT$652,951
thousand comparing with the year before. The company will continue to stabilize growth and
profitability as the operational goals in the future, thus to create the largest shareholder equity.

Summary of the 2018 and 2017 Consolidated and Separate Financial Statement is listed as
follows:

(1) Summary of Consolidated Financial Statement )
UnitpENT$ thousands

Items 2017 2018 Variance ($) | Variance (%
Operating Revenue 20,211,994 24,415,723 4,203,729 20.80
Gross Profit 2,301,337 2,819,196 517,859 22.50
Operating Income 800,699 875,753 75,054 9.37
Net Income 648,829 782,164 133,335 20.55
EPS(in dollars) (Note2) 3.77 4.40 0.63 16.71

Note 1: The above information is summarized from Audit Reports of 2017 and 2018.
Note 2: The Earnings per Share is calculated based on the no. of the weighted average outstanding shares.

(2) Summary of Separate Financial Statement )
UnitpENT$ thousands

Items 2017 2018 Variance ($) | Variance (%)
Operating Revenue 15,319,550 16,757,545 1,437,995 9.39
Gross Profit 1,849,529 1,937,844 88,315 477
Operating Income 875,580 748,195 (127,385) (14.55)
Net Income 652,951 792,582 139,631 21.38
EPS (in dollars) (Note2) 3.77 4.40 0.63 16.71

Note 1: The above information is summarized from Audit Reports of 2017 and 2018.
Note 2: The Earnings per Share is calculated based on the no. of the weighted average outstanding shares.

2.1.2 Budget Implementation

In 2018, the continuous booming in semiconductor, optoelectronics and other electronic
industries, and momentum of expanded production across the strait have increased the market
demand, of which benefits not only the manufacturers in these industries, but also MIC to achieve
the budget plan and reach significant increase in annual consolidated operating revenue and
parent company’s separate operating revenue in 2018. The company will continue to stabilize
growth and profitability as the operational goals in the future.




2.1.3 Analysis of Receipts, Expenditures, and Profitability

Consolidated Financial Separate
ltems Statement Financial Statement
2017 2018 2017 2018
) ) Ratio of liabilities to assets (%) 67.99 68.53 58.58 61.99
Financial Structure - - -

Ratio of long-term capital to fixed assets (%805.66 273.52 392.56 350.66

Current ratio (%) 131.53 125.95 131.32 120.26

Solvency Quick ratio (%) 94.30 91.11 90.05 80.88

Times interest earned 13.98 16.15 71.29 58.29

Return on total assets (%) 4.65 4.87 5.65 5.90

Return on shareholders’ equity (%) 13.31 14.38 13.39 14.66

o Ratio of operating income to paid-in capital (26) 45.23 47.19 49.46 40.31
Profitability - : — .

Ratio of pre-tax income to paid-in capital (%) 45.98 53.93 46.12 53.51

Profit margin (%) 3.21 3.20 4.26 4.73

Earnings per share (dollar) (Note) 3.77 4.40 3.77 4.40

Note: The Earnings per Share is calculated based on the no. of the weighted average outstanding shares
2.1.4. Research and Development

(1) Expenditure involved )
UnitpENT$ thousands

Year Consolidated Separate
ltems Financial Statement Financial Statement
2017 2018 2017 2018
Al nd Cevelopm 184,082 |  256,600| 177,920 238,017
Operating revenue (B) 20,211,994 | 24,415,723 15,319,55( 16,757,545
Ratio (A)/(B)(%) 0.91 1.05 1.16 1.42

(2) Developed technologies and products in 2018

Featured with the capability of integrating high-technology production, auto-control and precision
machinery technologies, the R&D team of MIC Group has shown extraordinary results in
developing high-technology system and facilities. Its major performance in 2018 is shown below:

Year R&D Performance Applications
Medical Radiology Imaging
Applications (Biomedical Industry)

Digital X-Ray Flat Panel Detector

Automatic replacement of chemical tank slots by

. Semiconductor and Panel Industry
robotic arm

2018 Data Collection at Smart

Electronic Signal Processor (IO Server) Manufacturing Site

(Traditional and High Tech Industry)
LED Wafer Reflection Measurement Technology [LED Sapphire (LED Industry)

2.2 Highlights of 2019 Business Plan

2.2.1 Operating Strategies
(1) Go further in high-tech equipment and material product lines to increase the operating revenue.
(2) Upgrade capabilities in turnkey service of engineering, design and system integration.
(3) Cooperate with well-known international manufacturers to develop capabilities in production
relevant processing equipment.
(4) Research and develop customized equipment and production.
(5) Upgrade and extend equipment maintenance services.
(6) Actively develop IoT, Big Data and Al applications and installation capabilities.




2.2.2 Sales volume forecast and basis thereof

Challenged by the increase of downside risks, the World Bank has reduced the expected global
economic growth from 3% (2018) to 2.9% (2019). Directorate-General of Budget Accounting and
Statistics, Executive Yuan announced the annual economic growth rate of 2018, which is 2.63%,
and forecasted the economic growth rate of 2019, which is 2.27%. In the Year-End Total Equipment
Forecast, Semiconductor Equipment and Materials International (SEMI) announced that the sales
amount of semiconductor equipment in 2019 was likely to decrease with a decline rate of 4%
comparing with the previous year. However, SEMI forecasted that only Taiwan, Japan and North
America will have an increase in semiconductor equipment. SEMI indicated that the Country’s sales
amount of 2018 was only US$10.1 billion and that this amount would increase to US$11.8 billion in
2019. According to the research of WitsView, the shipment of large-size panel is expected to
increase by 1% and the shipment of notebook panel is expected to increase by 1.6% in 2019. The
hot sales of new rimless products and e-sport games have increased the demand of changing
peripheral products, pushing the growth of monitor panel to 4.4%. According to a research newly
conducted by WitsView of TrendForce, the production capacity of LCD panel is open and the
pressure from oversupply will increase.

Looking into 2019, MIC’s business performance of 2019 is expected to be affected by the results of
China-U.S.A. trade war as the overall economy will slow down. Further observations will therefore
be required.

2.2.3 Important Production and Sales Policies

(1) To integrate MIC Group’s business units and build up the Company’s core technology.

(2) Increase the efficiency and reduce the costs to enhance the Company's business
competitiveness.

(3) To provide customer a full line service through synergy of the company’s business units.

(4) To enhance sales office’s supply service to provide appropriate and on-time integrated services.

(5) To enhance its relationship with customers in Asia and to extend the Company’s capability to
provide local services.

2.3 Future Development Strategy

Centered on four major business groups — business agency, engineering design, system applications, anc
R&D and Manufacturing — MIC aims to further diversify its services and to include non-IT customers in
order to expand its business in Asia.

Regarding the management system, MIS has implemented 1SO9001, 1SO13485, ISO14001, SA8000 and
OHSAS18001 work standards to enhance its work quality and efficiency to ensure the Group’s
competitiveness, to make employees confident, to bring customers a good protection and to maximize
shareholders” benefits.

2.4 Impacts of External Competitive Environment, Regulatory Environment and Macroeconomic
Environment

Impacted by the fierce competition of macroeconomic environment, the industry generally has the costs
increased and profitability decreased. MIC Group is now making effort on the project and purchase
management in order to enhance our competitiveness in the industry by controlling the costs and
expenditure. As for the regulations, amendments concerning the protection of our environment,
consumers and investors, as well as our social responsibilities were made, creating more restrictions on
the business and turning the macroeconomic environment even more complicated. MIC Group will
therefore provide even more professional services to confront the incoming challenges. Upholding the
spirit of “innovations”, MIC Group will optimize our advantages and expand our market by offering

n o« LTS

“integrated”, “eco-friendly”, “differentiated” and “smart” solutions and services.
A Good Health and All the Bests to our Shareholders.

Sincerely yours,

Chairman: Margaret Kao
President: Scott Lin
Accounting Director: Chung Chi-Wen




Part 2. Company Profile

1. Date of IncorporationpE December 27, 1988
2. Company HistorypE

2.1 Company History

1988

1989

1991
1994
1995
1995
1997
1997

1997
1998
1998

2000

2000

2000

2001
2001

2001

2001

2001
2001
2001
2001

2001
2001
2002

Marketech Intermational Corp. was established with paid-in capital of NT$ 5
millionin December.

Cooperated with US TPI Systems and introduced the hi-tech products as well as
technologiesin February.

Increased paid-in capital of NT$ 5million.

Increased paid-in capital of NT$ 10 millionin June.

Set up MIC’s 1st semiconductor cleaning roomin June.
Increased paid-in capital of NT$ 9 millionin March.

Started oversea business expansion from Singapore in July.

Tainan representative office was established to support customers in Tainan Science
Park in October.

Co-marketed with J.P.C. to expand business in oversea marketsin December.
Set up MIC’s 2nd semiconductor cleaning room in January.

Changed company organization and name to Marketech International Corp.
Increased paid-in capital of NT$ 13 million and converted retained earnings of NT$
13 million into paid-in capital in September.

Divisions of Equipment & Material and Chemical Engineering received 1SO 9002
certification in September.

Increased gaid.—i.n capital of NT$ 31.47 million and converted retained earnings of
NT$ 113.23 million into paid-in capital in October.
Hsin Chu office was officially opened.

MIC-TECH VENTURES ASIA PACIFIC INC. was established and in charge of
investment projects in Chinain December.

Increased paid-in capital of NT$ 18 millionin January.

MARKET GO PROFITS LTD. was established and in charge of oversea investment

projectsin February.

Acquired MARKETECH INTEGRATED PTE LTD.

MIC-Tech (WuXi) Co., Ltd. was established and in charge of equipment

manufacturing businessin May.

E:/IrI]C-Tech ShangHai Corp. Ltd. was established and in charge of trading business in
ina.

Increased paid-in capital of NT$ 60 million and converted retained earnings of NT$

172,39 million into paid-in capital in May.

Hsin Chu branch office was establishedin July.

Tao Yuan bonded warehouse was established and operatedin August.

Received 1SO 9001 certification (modified version by year 2000)in September.

Exclusive agent for selling semiconductor backend packaging detection equipment

in Taiwan was licensed in October.

Kaohsiung representative office was established to provide customers in time
service.

Tainan bonded warehouse was established to speed up material supply for
production.

Beijing branch of MIC-Tech (WuXi) Co., Ltd. was establishedin December.
AcquiredShanghai Puritic Co., Ltd. to expand business in China in January.
Officially listed on Emerging Stock Market in April.




2002 Appointed 2 independent directors and 1 independent supervisorin May.

2002 Increased paid-in capital of NT$ 50 million and converted retained earningsof NT$
157.027 million into paid-in capital in June.

2002 Officially listed on OTC Market in October.

2003 Issued MIC’s 1stdomestic unsecured convertible bond of NT$ 500 million in
January.

2003 Started building Hu Kou factory in February.
Fuzhou Jiwei System Integrated Co., Ltd. was established to expand the business in
South China.

2003 Got approval to set up official office in Tainan Science Park in May.

2003 MIC-Tech Electronics Engineering Corp. was established in June.

2003 Executed retained earnings of NT$ 189.28175 million transferred to paid-in capital
in August.

2003 Tainan Science Park branch office was established in August.

2003 Hu Kuo factory was official opened in September.

2003 Started building Shan Hua factory in October.

2003 Issued MIC’s 2nddomestic unsecured convertible bond of NT$ 580 millionin
October.

2004 Converted unsecured convertible bond of NT$ 6.09951 million into paid-in capital
in February.

2004 Started building Tainan Science Park factory in March.

2004 Worked as OEM of US equipment supplierin March.

2004 Officially listed on Taiwan Security Exchange Market in May.

2004 Executed retained earnings of NT$ 195.50165 million transferred to paid-in capital
in August.

2004 Shan Hua factory was officially opened and operated in September.

2004 MIC-TECH GLOBAL CORP. was established in October.

2005 Converted unsecured convertible bond of NT$ 178,570 into paid-in capital in
January.

2005 Tainan Science Park factory was officially opened and operated in May.

2005 Wu Xi factory was officially opened and operated in June.

2005 Executed retained earnings of NT$ 226.95569 million transferred to paid-in capital
in August.

2005 Relocated headquarter to Nangang Soft Park in November.

2006 Worked as OEM of US well-known flat panel display equipment supplier.
Worked as OEM of Japan Lasertech in March.

2006 Executed retained earnings of NT$ 207.26012 million transferred to paid-in capital
in Septeber.

2006 Phase | of Tou Fen factory was officially opened and operated in November.

2007 Received 1SO 14001 and OHSAS 18001 certification in January.

2007 Cancelled registry of treasury stock and decreased paid-in capital of NT$ 13.41
million in Sptember.

2007 Converted unsecured convertible bond of NT$ 30,760 into paid-in capital in
December.

2008 Started building Phase Il of Tainan Science Park factory in January.




2008
2009

2009

2010

2010

2011

2011
2011

2011

2011

2011

2012

2012

2013

2013
2014
2014

2014

2015

2015

2015

2016

2016

2017

2017

2017

2017

Phase Il of Tainan Science Park factory was officially opened and operated in July.

Marketech International Sdn. Bhd. was established for business expansion in
Malaysia in February.

Executed capital surplus of NT$ 146.90251 million transferred to paid-in capital in
October.

MIC-Tech Viet Nam Co., Ltd. was established for business expansion in Vietham
in January .

Increased paid-in capital of NT$ 1.51 million through employees’ subscription of
new common stocks in March.

Increased paid-in capital of NT$ 15.21 million through employees’ subscription of
new common stocks in April.

Transferred semiconductor thermal process from Japan HiKE in June.

Recognized as certified AEO company by Custom Administration,Minister of
Financein June.

Increased paid-in capital of NT$ 3.48 million through employees’ subscription of
new common stocks in July.

Hoa Phong Marketech Co., Ltd. was established for business expansion in Vietnam
in July.

Increased paid-in capital of NT$ 2.95 million through employees’ subscription of
new common stocks in October.

Increased paidh capital of NT$ 5.8 million through employees’ subscription of
common stocks in April.

Increased paid-in capital of NT$ 0.89 million through employees’ subscription of
new common stocks in July.

Increased paid-in capital of NT$ 0.33 million through employees’ subscription of
new common stocks in April.

Phase Il of Tou Fen factory was officially opened and operated in June.
Marketech Engineering Pte. Ltd. was established in January.

Increased paid-in capital of NT$ 0.13 million through employees’ subscription of
new common stocks in April.

Marketech Integrated Construction Co., Ltd. was established for business expansion
in Myanmar in April.

Established the subsidiary (Marketech Integrated Manufacturing Company Limited)
in Myanmar in March.

Started to build factory in Myanmar in December.

Received the SA8000 certification in December

PT Marketech International Indonesia set-up

Central Taiwan Science Park Branch set-up

Converted unsecured convertible bond of NT$ 64.32 million into paid-in capital in April.
Marketech Netherlands B.V. set-up

Converted unsecured convertible bond of NT$ 35.36 million into paid-in capital in
July.

Converted unsecured convertible bond of NT$ 4.09 million and Employee stock
options of NT$ 10.25 million into paid-in capital in October.




2018

2018

2018

2018

2018

2018

2018

2018

2019

2019

Converted unsecured convertible bond of NT$ 1.46 million and Employee stock
options of NT$ 3.97 million into paid-in capital in January.

Converted unsecured convertible bond of NT$ 8.72 million and Employee stock
options of NT$ 3.73 million into paid-in capital in April.

Phase Il of Tainan Science Park factory was officially opened and operated in June.
Converted unsecured convertible bond of NT$ 0.86 million and Employee stock
options of NT$ 0.29 million into paid-in capital in July.

Converted unsecured convertible bond of NT$ 52.02 million and Employee stock
options of NT$ 5.18 million into paid-in capital in October.

The factory in Myanmar was officially opened and operated in December.
The new office in Shanghai was officially opened and operated in December.
Received the ISO 45001 certification in December

Converted unsecured convertible bond of NT$ 13.62 million and Employee stock
options of NT$ 1.32 million into paid-in capital in January.

Converted unsecured convertible bond of NT$ 0.39 million and Employee stock
options of NT$ 0.60 million into paid-in capital in January.

2.2 Merger and acquisition (up to dgtB)lone




2.3 Invested entities (up to date)

UnitpAn Thousand of New Taiwan Dollars; %

December 31, 2018 March 31, 2019
Investment ShareholdinBook Value| Amount of | ShareholdinBook Value
Invested Investee Functions Amount g Original g
Compositio Investment Compositio
n n
Marketech MarketGo ProfisLid. | Engagedinhodingand 1282562  100.00% 1070484 1282562  100.009 1,136,488
Marketech Marketech Integrated PteEngaged in automatic supply 215,087  100.00% 15,095 215,087  100.009 8,698
Intemational Corp. | Lid. systemsbusinessin
sermicondudor industry
Marketech Headquearter Intemationa Engaged in hoding and 42471 100.00% 38,864 42,475 100.009 38,861
Intemational Corp. | Lid. reinvestment affairs
Marketech Tiger United Finance Ltd|  Engagedin halding and 46,475 100.00% 37,813 46,475 100.009 37,92(
|r1tMarketememalioml e MIC-Tech Global Corp. Engagedinintemaiioral busiess 19,14 100.00% 6,60 19,14 100.009 4,904
Marketech Engagedin seling lart 39,345 100.00% 27,562 39,341 100.009 27,934
Intemational Cop. | MIC-Tech Miet Nam Coequipments & supplies and
Lid. providing, installation &
maintenance senice
Marketech Marketech Co. Ltd. Engagedinengineering 45,244 100.00% 11,088 45,246 100.009 9,349
senice
— inmechanical and [« ¢ d 7
m o mjanaedwEngmng Fmrstallaﬁmam 10,129  100.00% 15,239 10,129 100.009 853
- engneering busine
Marketech Design, producionand asserpbly 438,298~ 100.00% 355,023 438,298  100.009 360,506
intemational Cop.  [Marketechintegiated  |of - autometed  producion
Manufaduring Companymachine,  equipment  and
Limited component
Marketech . Engagedindevelopment sakes 195,737 100.00% 152,947 195,731  100.009 140,484
intemationel Corp. eZoom Information inc. mm MIS
Marketech Glory Technology SeniceEngagedinsalesandinstalaion 42,714 29.249 61,234 42,714 29.249 62,412
Intemational Cop. |Inc. of telecom equipment
Marketech MICTechnoCo, Lid. | Engagedin sales ofpanel 2,000 20.009 1,842 2,000 20.009 1,838
Intemational Corp. equipmentand material
Marketech PT Marketech Intemationafitemational trade on machinery 38,042 99.929 36,67( 38,042 99.929 36,784
Intemational Corp. | Indonesis and componers.
Marketech Engaged i engneeng 87,07( 100.00% 65,645 89,054 100.009 62,412
Marketech intemational
Sdn.Bnd. ‘
semnvice
y -
Marketech ADAT Technology CO, m;ﬁmm 20,00(¢ 30.309 13,034 20,00(¢ 30.309 11,02
ntematioral Cop. |1y senvioes; elecronicinformatior]
provisioningand equipment sales
Marketech Marketech Netherlands | Madhinery, equipment, parts and 10,671  100.00% 6,334 10,671 100.009 4,731
related intemational rade
Intemational Cop.  [B\, operation and technical servioes
Market Go MIC-Tech Ventures |Engagedinhodingand 1277066  100.00% 1,068,756 1,277,066  100.009 1,134,755
Profits Ltd. Asia PacificInc.  |reinvestmentafiairs




Marketech Marketech Integratefingagedin medhanical and 8,564 95.009 14,844 8,564 95.009 8,164
Engineering Pte|Construction Co., |eledricalinstalaion and
Ltd. Ltd. engneefing business
MIC-Tech Russky H.K. LimitegEngagedin hading and 34551  100.00% (10,296 34551  100.00% (9,674
\entures Asia reinvestment affairs
Pacific Inc.
MIC-Tech Frontken MIC Co. |Engagedinhaddingand 31,427 100.00% 5,414 31,421 100.00% 5,353
\Ventures Asia  |Limited reinvestment affairs
Pacific Inc.
MIC-Tech MICT International |Engagedinhadingand 132,282  100.00% 63,213 132,282  100.00% 64,54(
\Ventures Asia  |Limited reinvestment affairs
Pacific Inc.
MIC-Tech Leader Fortune  |Engagedinhadingand 8,99( 31.439 (4,638 8,99( 31439 (4,389
\entures Asia  |Enterprise Co., Ltd. |reinvestmentaffairs
Pacific Inc.
Russky HK.  |PT Marketech intemational rade on machinery 32 0.08% 31 32 0.08% 31
Limited International and componerts.
Indonesia

MIC-Tech MIC-Tech (WuXi)  |Semiconductor, crystal andl 783,233  100.00% 35,644 785,91 100.00% 53,794
Ventures Asia  |Co., Ltd. electronic component
Pacific Inc. equipments, design,

manufacturing, installation

and maintenance of pollutipn

contral equipment,

packaging equipment,

refrigeration equipment and

ovenassembly. Wholesdle,

commission agent, import

and export of the above

products and parts. Rental

and lease of plant.
MIC-Tech MIC-Tech Semiconductc 253122  100.00% 351,218 253983  100.00% 380,811
Ventures Asia  |(Shanghai) Co. Ltd. [production, testing
Pacific Inc. equipment and supplies,

wholesale of power

generation bailer,

commission agents,

import and export and

other related business,

boiler warehousing and

distribution. internationa|

trade, entrepot trade,

bonded area trade and

agency, business advispry

service:
MIC-Tech Fuzhou Jiwei Systerrleanroom and pow 9,215 100.00% (1,016 9,246 100.00% (1,283
\entures Asia  |Integratedy Co., Ltd|System, pipeline system
Padific Inc. installation and related

service:
MIC-Tech MIC-Tech Mechanical and electric 541,168  100.00% 417,743 543,018  100.00% 430,49¢
\entures Asia  |Electronics installation general
Pacific Inc. Engineering Corp. |contracting and

sub-contracting,

€lectronic engineering

sub-contracting,

petrochemical pipeline

installation

sub-contracting, pipeling

sub-contracting and

provide maintenan
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service at the end
project, related
engineering consultatior
servicesConstruction
equipment, building
materials (excluding ste
and cement), electronic
products, chemical
products (except
dangerous goods), met
products, electrical
equipment, wholesale d
communication
equipment, commissior]
agents (except auctiong
import and export
services, and provide
related supporting
service

@

D

~

MIC-Tech
\entures Asia
Pacific Inc.

SKMIC (WuXi)
Corp.

Equipment installatior
maintenance of
semiconductor

components and special

crystal equipment,
€lectronic components
special equipment,
environmental pollution
prevention equipment;
engaged in the
above-mentioned prody
wholesale, commission
agent, import and expo
business; industrial
equipment cleaning,
maintenance and
maintenanc

ict

—F

4,59(

49.009

4,604

49.009

MIC-Tech
\entures Asia
Pacific Inc.

MIC-Tech China
Trading (Shanghai
Co., Ltd.

Petrochemical produc
(except hazardous
chemicals, precursor
chemicals and specialty
chemicals),
semiconductors, testing
equipments and supplig
solar equipment and
supplies, wholesale of
power generation boiler
commission agents,
import and export and
cther related services,
international trade,
entrepot trade, trade an
agent within the bonded
area, trade advisory
senvice:

S,

o

46,073

100.00%

18,524

46,23(

100.00%

16,204

Russky HK.
Limited

Shanghai Puritic Co.,
Ltd

Design, installation,
adjustment and technical
services for scrubber
regeneration , pipeline
system and relevant
facilities used in the
semiconductor industry;
maintenance of equipmer

ts

16,033

87.009

(12,644

16,088

87.009

(11,971
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used in the semiconducto
industry; technical advices
for electronic and medical
facilities; wholesaler,
commission-based agent,
export, import and related
support services for
electronic products,
mechanical equipments,
chemical products,
communication
equipments, metal produgts
and plastic products.

Russky H.K.
Limited

Chen Gao M&E
Engineering
(Shanghai) Co., Ltd

Microelectronics an

display product design
and consultation of the
related technologies and
manageme

6,143

100.00%

(588

6,164

100.009

D

(612

Frontken MIC
Co. Limited

Frontken MIC
(WuXi) Co. Ltd

To clean equipmen
specialized for
semiconductor
components and
integrated circuit. To
clean parts and wafers of
specific components,
integrated circuits and
micro-components of
semiconductor devices
To develop
semiconductor cleaning
technolog!

70,89(

100.00%

5,393

71,133

100.009

5,333

MICT
International
Limited

Integrated
Manufacturing &
Services Co., Ltd.

To develop and produ
equipments specially
designed for the
production of solar
energy battery; key
components of large
screen color projection
displays such as optical
engines, light sources,
projection screens, high
resolution projection
tubes and LCOS
modules; new electronic
components; and
cleaning and regeneration
servicesSales products
mechanical equipment,
general equipment
production technology
research and
development, technology
transfer, technical
consultation, technical
services; metaicrap and
debris processing (except
hazardous chemicals,
hazardous waste); metal
materials (except steel,
precious metals),
Ceramic products, paper
products, hardwa

92,145

60.009

25571

129,444

60.009

63,753
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products wholesale, ret

and

Import and export

busines.
Leader Fortune |Macrotec Electronic products, foo 9,237 31.43¢ (4,642 9,269 31.439 (4,393
Enterprise Co., |Technology textiles, daily necessities,
Ltd. (Shanghai) Co.LTD/COSmetics, valve

switches, instrumentatic
metal products, wholes:
of mechanical and
electrical equipment,
commission agents,
import and export, and
related ancillary service
international trade,
entrepot trade, trade
between bonded areas
and intra-regional trade
Agent; commercial
simple processing in
bonded area; trade
advisory service in
bonded are

Ay

Note 1:The above investments are recognized by equity method.

2.4 Reforming in the most recent year and up to the printing of the annual report: none.
2.5 A large amount of transfer and replacement of shareholding by directors, supervisors and

shareholders with more than 10% shares in the most recent year and up to the printing of
annual repogE

In May of 2018, the directors of the Company and the majority shareholder holding mor
than 10% of the shares had importantly transferred that was because Ennoconn Internatio
Investment Co., Ltd. was acquisition of the company's common shares and a large numlt
of shares in publicPlease refer to the section of “Transfer and Replacement of shareholdin
in the annual report.

2.6 A huge change in management right, operation mode or business, and significant iss|

which affects the rights of shareholders and the company:

Ennoconn International Investment Co., Ltd. publicly acquired more than 40% of the
company's common shares on May, 2018. It had substantial control over the company,
the company was listed as its subsidiary. The ultimate parent company of the company
Ennoconn International Investment Co., Ltd. Due to the joining operation of Ennoconl
International Investment Co., Ltd., the company will expand more new business areas a
have a positive impact on the company's future business development. Its comprehens
effect will be reflected development of business cooperation in the future. The acquisition
the above equity shares shall have a beneficial impact on the important matters affecti
shareholders' equity, such as operating situation or business of the Company.
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Part 3. Corporate Governance Report
1. Organization
1.1 Organization Chart
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1.2 Major corporate functions

Division

Function:

Executive Strateg
office

Analyzes the overall business and schemes the business ¢
Assesses the investment projects and the new product line
Implements andimproves robust management practices.

Plans, co-ordinates and executes assigned projects.

Conforms to all business activities with legal compliance.
Establishes and maintains public relations, and coordination amongc

Enterprise
Development Center

Integrate and develop the vari offshore subsidiaries’ sales age

engineering design (the technology, general, transportation, petrochemical,

and the like), system application, manufacture, trade development and
five major group business

Audit Office

Conducts inspection d evaluates internal controls withinvarious divisi
Assists subsidiaries with internal audit tasks.

Evaluates the robustness of internal control systems andrelated |
Determines whether the internal controlsystemscontinues to be effecti
asesses the progressmade by each department, while offering sug
toimprove the company's operati

Finance & Accounting
Division

Financing deployment and capital manage
Stock affairs

Accounting transactions management
Financial reports and analysis

Tax planning and filin

Euipment & Materia
Division

Provides the -tech manufacturing process and testing equipmen
supplies
Provides in time after service, technical support, and mainte

Logistics Divisior

Responsible for the purchasi shipping and warehousing
materials,equipment and tools.

Develops a robust supplier system that facilitates order tracking and g
purchases

Handles processes such as import, export, and bonded ware

Gas Engineerin
Division

Provides totasolution of UHP gas system which includes gas piping
equipment.

Provides gas gabinet (GC) and valve manifold box (VMB) certified
SEMI.

Represents variety of gases, chemicals, equipment and consuming pd
worldwide.

Specialized in UHP galiquid system module OEM and ODN

Chemical Engineerin
Division

Turnkey projects for Central Chemical Supply System (CCSS), inc
system design, manufacturing, construction and installation

Testing and providing on-site maintenance service for equipment
Replacement of chemical and gas supply materials

Operations of the monitoring and control sys

System Engineerin
Division

Constructs cleanrooms for local Ftech and bio tech industri
providesconstruction services for electromechanical eejigprojects suc
as planning, design, supervision and turnkeysolutions.
Constructs pumping station facilities, waste water treatment fag
pumping station automation, air pollution control and other environn
protection facilities.

Represents boiler and waste solvents.

Providesinstallation services for energy and recycle facilities.
Acted as the agent of Japan'swWAn wind turbine facility to provide th
installation service of power and resource regeneration fac

Optoelectronict
Division

Design and production of automated LCD production fac

Production of LCD production checking facilities as an OEM

Design and production of LED production facilities

Software design and development

Design and production of automated logistics orcigpeed machines f
biotechnology and other industr

System Integratio
Division

The surveillance of factory services for

power-generation industry

I-technology an

Facility automatio
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Division

Function:

Production surveillance design, construction, installatio tests

Multimedia anc
Inspection Divisiol

The development services of 3C / multimedia core technology, appl
technology and application produ

ISEP Divisior

Enhances employees' safety and health within the company;implem
OHSAS 18001-compliant occupationalhealth and safety system.
Improves environmental management within the company;impleme
ISO 1400-compliant environmentalmanagement sys

Turnkey Engineerin
Division

Spacial planning and project schedule management for theation of
hightechnology industry, including removing, moving in, instal
planning, designing and constructing the facilities as well as the t
testing for the distribution system of the secondary supply machine.
Supplying factories and customersith the demand of building
reconstructing factory offices the infrastructure (civil engineering, mac
and power-generating equipment, @nditioning, internal installation, wal
supply and discharge etc.), clean room and production system.tkegom
design, planning, construction management and the transfer after laun
operation:s

Hi-Tech Produc
Division

Provides production and testing equipment, instruments, parts and n
for Semiconductor Back-end packaging and testing, and Eigitting
Diod

Provides after service, technical support and maintenance s

Display Industry
Division

Provides production for flat panel displays, color filter and testing equif
instruments, parts and materials
Provides after service, techal support and maintenance sen

Human Resource «
Administration
Division

The planning, establishment and execution of the group’s human rg
general affairs and administration related system and management.

Information & Systen
Division

Developnent and management of information systems andnet
Responsible for the development, maintenance and securitymanage
various information systems and databases.

Software access control, introductionand mainten

Q.C. Cente

Develops, implemer, enhances and improves
management syste

ISO 9001 qy

Southern Taiwal
Representative
Division

Coordinating the business development of southern market, coordina
business integration internally and providing supports for the souf
adminisration / general affait

General Engineerin
Division

Provides machinery and electric engineering services include &
consultant & construction of petro-chemical plamtaditional industrya
intelligent buildings engineeririghospital buildingi office & shopping malg
hotel and transportation syst:

Resources Servict
Division

Handles all engineering demand involving in consulting, planning, d
maintenance, repair, or alteration.
Provides services including equipment relocation, trading or salesvaim
used equipment, and relocation implemente

Advancec
ManufacturingDivision

The OEM production of LCD monitor production and testing faci
The OEM production of semiconductor production related facility module
The OEM production of solar ergy related production facility modul

New Produc
DevelopmentDivisio

Expanding and developing the category and quantity of testing fa
production equipments, passive elements, LED, IC and other new pi

Precision Proces
Equipment Enterprise
Division

The flat monitor processing and LCD production automation equipn

design/manufacture, the flat monitor processing and LCD process screening

equipment's OEM manufacture; the LED process equipment’s
design/manufacture; the CIM software design development; the biotech
industry and other industries’ logistics and dedicated servers’ automated
design/manufacture
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2.Directors, Supervisors, President, Vice President, Assistant Vice President and Department Heads
2.1 Information on the directors and supervisors
2.1.1 Information on the directors and supervisors (1)

April 01, 2019
Unit: NTD per thousand; shares; %

B

’ Related to other executi
Nationality . Initial Shareholdings when Initial appointed Shareholding held b Srt;ar«teﬁeolr(]i;r:gehgfld » director or auditor as th
Position or N o Appmr;)tedt @ | appointed appointed (incumbent) date | spouse, minor offspring >’ others Mai ducation)(Note Postlgon currently al;o tsﬁ‘""e @lspouse or blood relative
. S K . :
(Note 1) | registereq lame % (mcg:teen) 2 date ajor exposure (education)(Note3) e cocgg]aprg]%r; other within two tiers
origin - ® | (Note2) Share-ho Share-ho Share-holfl Share [Share-holdi _ _
Share count |~ | Share count |7 .| Share count|™, ’ ) Title | Name |Relation
ding ratio| ding ratio| ingratio | count | ngratio
Master of International Busi (Chairman and CEO, Marketech International C
JXuan Investment Corp) 105/05/31 | 3 | 90/10/22| 19,005,79511.519 11,005,795 5.939 q 0.009 0 0.00%vanagement, National Tamwan Universit/Declr Wihicoecrons "~
; . i ; H )airman, Machrotec Iechnolof orp. H H H
Director  [ROC ggrrzie;%th F *4,010,513*2.43% *2,010,513*1.08% *0 | *0.00%, *0 *0.00%'rgzgglr‘shf‘i’ris'{;&‘:es‘g':(':géisﬁ2;%“ electroni e h::rman f\}l %h#an h|Nv(E:snl_/:(lj;l‘]kllTcrg., vm. | Nil Nil Nil
g rman, -Techno Co.,
ISupervisor, Probeleader Co.,
l3iXuan Investment Corp) ol 0 o o/Texas State University school of electri Director,TQ Technology Cor.
Diecor RO fepreseiabeCruang. | M | 105/05/31 | 3 | 96/6/as | (900> TP AL00S,TAE 593 A DO O 000%engneerngmesier | ecient Nil | N[N
Yen-shan  (Note 4) ! *0.08% *0.00% ’ : *0 | *0.00%)wangeng Optoelectronics co chairm
FencChia University B.A Director, Marketech International Co
. .939 .009 .00%\nan i i ineering [Seni  Hon Hai Precision ind. Co., Ltgl.
i 'mﬂu‘gﬁm- 19,005,79p11.514 11,005,79p 5.93 Q 0.00 0| 0.00 gjgr?]iz?sf;;aé?c Corporation, engineering gg;%?%@%@ﬁ%ﬁ%m& "
Diector |[ROC ~ [PEHeNE0 M | 105/05/31 | 3 |107/10/31 I I ¥ I I I N Charmén, Ennoconn mematond mestment . Nil | Nil | Nil
(Note 4) 0| *0.00% 0| *0.00% 0|*0.00% 0|*0.00% giréctnr, gOLDTIIE_}E TESHNOLOGYCO., LTD|
(Chaimni, ENNOMECH PRECISION CO,, LTI
i Universi i President and director Markch International Cor
E-Win Investment co 3 12,647,110 7.669 6,647,119 3.589 d 0.009 0 0.00%sdmiation reseatch metiution maste{Chamean EWiRRVESTENT CO. LTD
Director  |[ROC  frepresentative:Lin | M | 105/05/31 90/10/22| *10,327,782*6.26%  *5,986,097 *3.22% *0[*0.00%  *0|*0.0094/FIR Westem US Office superintendent I3 B0t e oy Nil | Nil | Nil
'Yue-Yeh IRIF electronics research institute sectiorchairman, ezoom Information ,nc.
head
1,674,422 1.01% 839,422 0.459 0| 0.009 0| 0.009%4Qing Hua University E&M mast gy;?ee(;gisotr’,yfl\f]arm intemational G
i ’ ! B ’ . . : IChiao Tong University electrical irector , Dyma. ce fechnology Corp. X X i
Diector [ROC  [MaKuo-Peng M| 105/05/31 | 3 |105/05/31] engineering doctoral program study  |BIEC SRR EaReeRy Cor Nil | Nil | Nil
ITexas Semiconductors outsourced packe
department manac
. : % 0 0 o/4Dong Hai University school of accountil  [Director, Marketech International Co
105/05/3: | 3 |105/05/3: 0| 0.00% 0| 0.00 0| 0.00 0| 0.00%R% mrmi Moo Moot 2t i Com.
De An Development co vice president ~ [2recor. X X i
Director |ROC  |Hsiao, Ming-Chih | M P P P o . Nil Nil Nil
Eg?gceﬁlr%elgng‘?iredon Universal Vision
Independent Directc,Star trave Corp
) 105/05/3: | 3 |105/05/3: ol 0.00% ol 0.009 ol 0.009 0| 0.0094Pong Hai University school ondustrial
Director |ROC g\lhoetggé;]m Chuan M Eﬂgelr?g%mguﬁi\/;\érsity business Independent Director, 35 Siicon Tech,, Inc. Nil Nil Nil
ladministration EMBA master stud
Independer o 105/05/31 | 3 |105/05/3: 0| 0.00% 0| 0.009 0| 0.009 0| 0.0094Maiwan UniversiyMBA Independent Director. Marketech International | n : . .
director hOC Lin Hsao-Mlng M ICorpGeneral Manager, Taiwan Finance Corp. (ComGeneral Manager, Taiwan Finance Ci r;J.\hl Nil Nil
¢ 9 0 0 ogMaster of International Busine independent Director, Marketech International
. . 105/05/31 | 3 | 98/6/1¢ 0 0.00% 0| 0.00 0| 0.00 0] 0.00% anagement, National Taiwan University{Sharman, Brotech Systems  Co., Lid.
ilul—.‘pellul:‘l irector, Chenbro Micom Co., Ltd. . . R .
. hOC IWu Chung-Pao M Independent Director, Trade-Van Information Nil Nil Nil
director [Services, Co., Ltd.
Director, CPC Corporation, Taiwan
Independent Direct, EVE Airways Corporatic
Ind ! L 229 0, 0, 0/4Chung Hsing University B./ independent Director, Marketech International Gorp . )
I(;i:)et(';;”w' ROC  |LuZong-Jemn m| 105/05/31 3| 96/6/1 365,286 0.22% 347,284 0.19 0 0.00 0] 0.00 Chin Cho co president (Chairman, Kisso Co.,Ltd. Nil Nil Nil

* Which pertains to the representative’s personal shareholding count and shareholding ratio.

Note 1:The institutional shareholder is to enlist the name of the institutional shareholder and its representative separately (as an institutional shareholder representation, the name of the institutional shareholder shall be noted), and shall also fill out the below table I.
Note 2: To enter the time first serving as company director or auditor, and if there is an interruption, please footnote the explanation.
Note 3: When having worked at the auditing CPAs Office or its affiliated enterprise in relevant exposure prior to serving the current position, the position served and the responsible job description shall be described.
Note 4: Mr. Chuang Yen-Shan resigned the position of representative of director from June 29, 2018, and Mr. Lou Chao Tsung has served as the position of representative of director on October 31,3018.

Note 5: Mr. Cheng Jin-Chuan resigned the position of director from June 29, 2018.
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2.1.2 Major shareholders as institutions shareholders

Table I: Major shareholders as institutional shareholders

April 01, 2019

Name of institutional shareholders (Note 1) Major shareholders as institutional investors (Note 2)

Ji Shuan Investment Company SungKao,Hsin-Ming (16.06%), Sung Bing-zhong (23.42%), Sung Feng-pei (22.56%), Tao Zhe-yi
(0.89%), Kao,Hsiu-Ming (0.45%), Ji Yung Investment Company (18.31%), Bai Shuan Investment
Company (18.31%)

E-Win Investment Company Lin Yu-Yeh (95%), Chen Wen-shu (2.5%), Lin Yu-jeh (0.5%), Lin Yu-yao (0.5%), Chen Lian-zhe
(0.5%), Zheng Li-jen (0.5%), Feng Shu-jen (0.5%)

Ji Yung Investment Company Sung Bing-zhong (94%), SungKao,Hsin-Ming (3%), Sung Feng-pei (3%)

Note 1:When a director or supervisor is of an institutional share representative, the name of said institutional shareholder shall be entered.
Note 2:To enter the name of said institutional entity’s major investors (the top ten in shareholdings by percentage) and their shareholding ratio.

Table II: Major shares of institutional investors as institutional shareholders

April 01, 2019
Name of institutional shareholders (Note 1)  Major shareholders as institutional investors (Note 2)
Ji Yung Investment Company Sung Bing-zhong (94%), SungKao,Hsin-Ming (3%), Sung Feng-pei (3%)
Bai Shuan Investment Company Sung Feng-pei (94%), Sung Bing-zhong (5%), SungKao,Hsin-Ming (1%b)

Note 1:When one of the major shareholders in the above table is of an institutional shareholder, the name of said institutional shareholder shall be entered.
Note 2:To enter the name of said institutional investor's major shareholders (the top ten in shareholdings by percentage) and their shareholding ratio.

2.1.3 Information on the directors and supervisors (1)
April 01, 2019

Criteria| Whether commanding five years or lon
of working experience and the below State of independent conformance (Note 1)

professional gualifation: also serving
As business, lav r@zjudg(, prosecutol  |Business as other
finance, accountindegal counsel, CPAor |law, finance companies’
or company other professional accounting independerit
business required| certified technician or company| directorshi
relevant public/  |required of the comparnyperation 1 2 314|156 7 8 9|10 count P

Name private college/  |operation and accreditecblated

university lecturer |with professional working
or higher certification experience

Ji-Xuan Investment Cor| . . . . . o . . . . . . .
Representative: Nil Nil a Nil | Nil | Nil | @ [Nil [Nil [Nil | G | O |Nil Nil
SungKao,Hsi-Ming

Ji-Xuan Investment Cor|

Representative: Chuang, Nil Nil a a G (G |O a4 Nil|a | O |Nil Nil
Yer-Shat (Note 3

Ji-Xuan Investment Corp. . . . . . . . . . . . N . .
Representativé:ou, Chao Tsung Nil Nil u U a |G |a [0 |34 [Nilp O |4 Ni Nil

(Note 3

E-Win investment co : : - : : gl : : : - - : :
Representative: Lin Yue-Yeh Nil Nil a Nil | Nil | Nil | @ [Nil [Nil [Nil | G | O |Nil Nil
Ma ,Kuo-Peng Nil Nil u G [Nil|d | O |G |Nil|Nil| G u (0 Nil
Hsiao, Ming-Chih Nil Nil u u g jojajaj{aja|jafaya 3
Cheng Jin-Chuan (Note 4) Nil Nil u U g jajajajajaya u (0 1
Lin, Hsiao-Ming Nil Nil u u g joajajajajaya u (0 Nil
Wu ,Chung-Pao Nil Nil u u a |aja o ua | a|a u (0 2
Lu ,Zong-Jenn Nil Nil u U g joajajajajaya u (0 Nil

Note 1: When various directors, supervisors who conform to the following criteria two years prior to being appointed and during the period of whose tenure, please place a checkmark in the blank
box under various criteria codes.
(1)Not as a hired help of the company or its affiliated enterprises.

(2)Not as a director, supervisorr to the company’s affiliated enterprise (except where it if of a company independent director as the company’s parent firm, of a subsidiary the company
holds, directly or indirectly, over fifty percent of the voting rights.

(3)Not as the individual and whose spouse, minor offspring, or as a neutral person shareholder holding over one hundred percent of the company total shares issued, or as top ten
shareholders.

(4)Not as the spouse to those enlisted under the preceding par lll, blood relatives within two tiers, or direct blood relatives within five tiers.

(5)Not as the director, auditor or hired help of an institutional shareholder holding over five percent of the company’s total shares issued, or as top five institutional shareholders’
director, auditor or hired help by shareholding.

(6)Not as the director (managing director), auditor (managing auditor), manager, or shareholder holding over five percent of the shares of a specific company or entity with financial or
business transaction with the company.

(7)Not as the professional offering business, legal, financial, accounting and related services or consulting to the company or its affiliated enterprises, the business owner, partner,
director (managing director), auditor (managing auditor), manager and their spouse of a sole ownership, partnership, incorporated entity or organization, except as a member of the
payroll remuneration council for exercising its fiduciary duties per article 7 of the stock launching or securities dealers business office trading company’s payroll remuneration
council set up and exercising its fiduciary duty measures.

(8)Not related to the other directors as a spouse or blood relation within two tiers.

(9)Not involved in any of the circumstances specified under article 30 of the Corporate Law.

(10)Not nominated as a governmental or institutional shareholder, or as the representative as stipulated under article 27 of the Cdiporate Law.

Note 2:0ur company re-elected the Board of Directors on May 31, 2016. All the independent directors formed the Audit Committee to replace the functions of supervisors.
Note 3: Mr. Chuang Yen-Shan resigned the position of representative of director from June 29, 2018, and Mr. Lou Chao Tsung has served as the position of representative of director on October 31,3018.
Note 4: Mr. Cheng Jin-Chuan resigned the position of director from June 29, 2018.
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2.2 Information on the president, vice president, senior manager, various departmental and branch organization supervisors

April 01, 2019
Unit: NTD per thousand; share; %

Shareholdings helg

Shareholdings helq

nin

Title |Nation- Appointed)  Shareholdings held| by spouse, minor| under the name of _ _ The position who also | Managers eated as spouse or i
Note 1 I Name | Gender| (incumbent) offspring others Main exposure (education) (Note 2) currently serves at other
(Note 1) | ality date | o [Share-hold  Share [Share-hold Share |Share-hold companies o | Neme |refat
are coun ing ratio count ing ratio count ing ratio e ame |Relation
78/01/01| 2,010,51: 1.0¢% 0| 0.00% 0| 0.009% Master of Iqternatio_nal B_usines_s Managemé{fan Hua Technology Corp dire tor
] National Taiwan University, Institute for Shu Shuan Investment co chairman
Chairmar| ROC Sung Kao, F Industrial Research electronics laboratory  |Ji Shuan Engineering Technology Cq Nil Nil Nil
and CEQ Hsin-Ming section head diretor ! ! !
Hua Shuan Technology Co chairmarn
Li Wei Electronics Co auditor
93/07/01| 5,986,09 3.22% 0| 0.00% 0| 0.009%Cheng Ci University business administration resei | E-Win Investment Co chairm
Lin institute master Hua Shuan Technology Co audjtor
PresidentROC |\, - ven M Institute for Industrial Research western USA office] Li Wei Electronics Corp chairmap  Nil Nil Nil
- superintendent alrman, eZoom
ue-ve intend Chairman, eZ
IFIE electronics research institute section Information ,Inc
| i h insti i Information |
Group Chen 99/04/01 75,000 | 0.04% 0| 0.00% 0| 0.00%Tamkang University school of appli | | | |
ROC |Jian-tsuen | M hvsics B.A Ni Ni Ni Ni
GM physics B.A.
(Note 3)
) 99/04/01 0 0.00% 0| 0.00% 0| 0.0094State of Connecticut University USAinformat
Group |p o (Wei M sdence doctoral Nil Nil | Nil | Nil
VGM Jian-min Rainbow QX Technologies Corp president
g 4
Axonet Inc president and CI
Divson | oo g#ang 99/02/01| 83,78 0.C5 0| 0.00% O] 0.009Muray Siate University USAbusness administ: i it | i | il
- M i i I I
GM (N (())tr;g4\)/ven Asia Word Hotel departmental superintendent
. Chang 99/02/01 58,34t 0.03% 0| 0.00% 0| 0.009%(Tawan Technology University EMBA global strate
DVSON | poc |rueiu | secton master Nil Nil | Nil | Nil
GM China Precision Diecast co technical section head
(Note 4) Jia Rong Company sasuperintender
Divison Li 106/02/01 0| 0.00%| 25,70( 0.02% 0| 0.00%¢National Chiao Tung University Departmen
i- M ommunications Engineering B.A. Ni
ROC |Ruei-wen C tions Ei B.A il Nil Nil Nil
VGM (Note 5) Applied Materials Taiwan Quality Assuranc managgr.
- Lin M 107/04/11 55,00( 0.03%| 51,00(| 0.03% 0| 0.00% ;
Divison ROC |Chih-jen I\E/Ias_ter, Gradmate_ nghg%l ofEEV|ronLr]1ental_ Nil Nil Nil Nil
VGM (Note6) ngineering, Nation: eng Kung University
M 107/04/11 27,02¢ 0.C1% 0| 0.00% 0| 0.00%B-.A. Department of Electronic Engineering, Mingt
Divi Lu University of Science and technology ]
\I/VIGSI\c/I)n ROC |Chien-kuo Elr\1/|i\|/3eAr£t§:lcredltanon program, National Chiao Tung Nil Nil Nil Nil
(Note 6) Graduate School of Biotech Healthcare Management,
National Yan-Ming University
.. 0,
Divison Hsu M 107/04/11 35,00( 0.2% 0l 0.00% 0] 0.00% Master, Graduate School of Civil Engineering, Texas ; ; ; ;
ROC |Ta-chang e Nil Nil Nil Nil
VGM (Note6) A&M University
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) Shareholdings held Shareholdings helq 1.
Title |Nation- Appointed)  Shareholdings held| by spouse, minor| under the name of _ _ The position who also | Maagers ekted as spouse orwin
ity Name | Gender| (incumbent) offspring others Main exposure (education) (Note 2) currently serves at other
(Noe1) | & date Share count Share-hold Share |Share-hold Share |Share-hold companies Title Name |Relation
u ing ratio count ing ratio count ing ratio ! !
Divison Lo M [107/04/11 0 0.00% 0] 0.00%4 0" 0.0094B:A. Derarbment o Mecharicalngineer
3 siuping University of Science and Technology ; : : :
VGM ROC (Sngt)éug; Deputy Section Head, Rexon Industrial Corporation Nil Nil Nil Nil
Limited
M 107/04/11 15,00( 0.C1% 0| 0.00% 0| 0.009gMaster, Graduate School of Civil Engineering, Nati
Taiwan University
Divison Tseng Senior Manager, Gamuda Bhd., Malaysia ) ) ) )
ROC |Lieh-huan Manager, Transport Enterprise Department, Pacifig Nil Nil Nil Nil
VGM g (Note 6) Engineers & Constructors Ltd.
Manager, Construction Administration, Dong Hung)
Construction Co., Lt
H M 107/11/01 34,58¢ 0.C2%| 16,(0C| 0.01% 0| 0.009%Fengjia University International Trade Departr
Divison ou CYMER SOUTHEAST ASIALTD.Manager ] ) ) ) )
ROC [Kun-you Evergreen Marine Corporation. Sales and Marketing Nil Nil Nil Nil
VGM (Note 7) Specialist
WINTEK CORPORATIONbusiness engine
M | 10711/01 25,00 | 0.C1% 0| 0.00% 0] 0.00%{Middiesex University, UTFMM _ _
Yang Department of Atmospheric Sciences, National Central
i University
Divison ROC |Yuan-zhi Director, Human Resources Department, China Nil Nil Nil Nil
VGM (Note 7) Industrial and Commercial Research Institute
Assistant Researcher, Taiwan Economic Research
Institute
GM Hsieh 87/07/01 511,45¢ 0.28% 0| 0.00% 0| 0.00% 'Sl'ggse;]i Bu;ir,&ess College school of accounting
Finance| ROC Ming-ju F Lung Pu Group financial specialist Nil Nil Nil Nil
Cathay group admlnlsratn i _
Director, 95/04/21 91,47 0.C5% 0| 0.00% 0| 0.009%4Soochow University accountingsearch institut
: master
Finance Zhong PWC CPAOffice Director , , : .
& . ROC Chi-wen F Daiwa Securities co assistant manager Nil Nil Nil Nil
Accounting
Divison
Chief ) ) 105/09/01] 10,00( 0.01% 0| 0.00% 0| 0.00%Soochow University scol of business administration E _ _ _ _
; ROC |Lin Ya-ging| F KPMG CPA Office assistant manager Nil Nil Nil Nil
Audit TransAsia Airways senior accoun

Note 1:It shall include information on the president, vice presidents, senior managers, various departmental and branch organizational executives, and those with a position comparable to the president, vice president
senior manager, regardless of the job title, shall also be disclosed.

Note 2:When having worked in a certified public accountants office or related enterprise with pertinent exposure related to the current position, it shall describe the individual's job title and responsible job description.

Note 3: Mr. Chen Chien-Tun has been promoted to Enterprise Group President on June 1, 2017.

Note 4:  Mr. Huang Tsung-Wen and Chang Jui-Ju have been promoted to Enterprise Division Presidents on April 11, 2018.

Note 5: Mr. Li Ruei-Wen has been promoted to Enterprise Division Vice President on February 1, 2017.

Note 6: Mr. Lin Chih-Jen, Lu Chieh-Kuo, Hsu Ta-Chang, Lo Ssu-Yuan and Tseng Lien-Huang have been promoted to Enterprise Division Vice Presidents on April 11, 2018.

Note 7:  Mr. Hou Kun-you and Yang Yuan-zhi have been promoted to Enterprise Division Vice Presidents on October 1, 2018.
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3. The remunerations dispensed to the Directors, Supervisors, President and Vice President in the most recent fiscal year

The company, when in one of the following circumstances, shall disclose the remunerations dispensed to its directors or auditors individual
and the rest may adopt the means of a consolidated tally as coordinated with a scale by which to disclose the names, or by means of disclc
the names and remunerations individually (when adopting individual disclosure, please enter individually the position, name and amout
without having to fill out a table of remunerations by scale):

3.1

3.2

3.3

3.4

When there is after-tax deficit in the most recent two years’ individual entity or individual financial statements, it is a must to revea
every director and supervisor's remuneration, except those that already have after-tax net profit and the said profit is enough to cover 1

deficit.

If the circumstance of shares held by the directors should fall short for three consecutive months or longer in the most recent year,
remunerations of individual directors shall be disclosed; when the circumstance of shares held by the auditors should fall short by thr
consecutive months or longer in the most recent years, the remunerations of individual auditors shall be disclosed.

If the directors or auditors’ average mortgaging percentage exceeds 50% in any given three months in the most recent year, the partic
month of the remunerations of the individual directors or auditors with a mortgaging ratio exceeding 50% shall be disclosed.
(Note: the entire directors’ monthly average mortgaging ratio: the entire directors’ mortgaged share count / the entire directors’ shareholdings (including tF

retained voting right trust share count); the entire auditors monthly average mortgaging ratio: the entire auditors mortgaging share count / the entire auditc
shareholdings (including the retained voting right trust share count).

When the entire directors and auditors collecting the directors and auditors remunerations in all companies stated in the financ
statements to the after-tax net earnings should exceed two percent, and that the remunerations the individual directors or auditors col
also exceed NT$15 million, the individual remunerations of the directors or auditors shall be disclosed.

In the absence of any of the foresaid par 3.1 to par 3.4 circumstances among company directors and auditors, the company has therefore ad
the means of consolidated tally, as coordinated with scale in disclosing the names.
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3.1 The remunerations of the directors (including the independent directors)

Year 2018
Unit: NTD per thousand; shares
(1-2) The remunerations of the directors (including the independent directors) (except where the market value per share is indicated
(By means of consolidated tally as coordinated with scale by which to disclose the names) in NTD)
The ratio of the sum of tf
. . The ratio of the sum qgf . . . seven items A, B, C, D, |
Director remunerations the four items A, B. G Pertinent remunerations doubling employees collect |7+~ 'ihe aftamx nel
a";j Do the ;ﬂ?"tla’ earnings (Note 10) _
Return (A) Retirement |  Directors’ Business | " ®™"9sMNo® yages, bonuses ] Retirement | Employees’ Remuneration (G et coNecng
(Note 2) pension (B) [Remuneration (¢) execution special expenseq  pensions (F) (Note 6) reinvested entities beyo
Title Name (Note 3)  |expenditure (D) expenditure etc. (H) he subsidaries (Note 1)
(Note 4) (Note 5) Alcompanies inthe
P The company] fnancial statements
Allcompanie Allcompanies Allcompanies Allcompanieg Allcompanieg Allcompanieg Al . The company ma’:‘gg:::nﬁgmet (Note 7)
- phefnancl The |nthefnancyl The | nthefancal The |inthefancyl, nthe nanci| nthe fnanci companes ments (Nota 7)
e compary _ | e compal| The compar ‘The companythe financial
statements [COMPaNY statements| COMPaNy|  statements | COMPany  statements statements statements statements Cash bonus Stock bonug Cash bonus Stock bonu
(Note 7) (Note 7) (Note 7) (Note 7) (Note 7) (Note 7) (Note ) amount | amount | amount | amount
IChairman and PJi-Xuan Investment
ICEO and ICorp. representative:
lsubsidiary ISung Kao, Hsin-Ming|
president
Wi-Xuar Investmen
Director gﬁ[];;nrgpresemative:
Yen-Shén(NotelZ)
bi-Xuar Investmen
. ICorp. representative:
Director Lou, Chao Tsung
(Notel3)
. E-Win Investment cc
IChairman o
- representative: Lin, . .
President Yue-Yeh (o] 0 0 0 11111 | 11111 | 822 82 151 151 25108 | 26,781 | 168 168 |5200 0 5200 | O 535 556 None
Director Ma ,Kuo-Peng
Director Hsiao, Ming-Chih
. ICheng Jin-Chuan
Director (Note14)
Independent Lin, Hsiao-Ming
director
Independent u, Chung-Pao
director
Independent Lu, Zong-Jenn
director
* Other than above-mentioned changes, all the services provided recently in the company by the members of the Board of Directors in relation to the financial report such as holding the position as non-employee
consultants have not incurred any additional remuneration.
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Remunerations Scale Table

Year 2018

Remunerations dispensed to individual company directors by

Name of the directors

scalel otal sum of the remunerations of the first four items (A+B+C+D)

Total sum of the first seven items(A+B+C+D+E+F+G)

The company (Note 8)

All companies stated in the financial
statements (Note 9) (1)

The company (Note 8)

All companies stated in the financial
statements (Note 9) (J)

Up to $2,000,000

Sung Kao, Hsi-Ming, Chuang,
Yen-Shan(Note12), Lou, Chao
Tsung(Note12), Lin, Yue-Yeh, Ma,

Jin-Chuan(Note13), Lin,Hsiao-Ming
Wu, Chun+Pao,Lu, Zon¢-Jenn,

Kuo-Peng, Hsiao, Ming-Chih, Cheng,

Sung Kao, Hsi-Ming, Chuang
Yen-Shan(Note12), Lou, Chao
Tsung(Note12), Lin, Yue-Yeh, Ma,
Kuo-Peng, Hsiao, Ming-Chih, Cheng,
Jin-Chuan(Note13), Lin,Hsiao-Ming Wu|
Chun¢-Pao, Lu, Zon-Jenn,

Sung Kao, Hsi-Ming, Chuang
Yen-Shan(Note12), Lou, Chao
Tsung(Note12), Lin, Yue-Yeh, Ma,

Kuo-Peng, Hsiao, Ming-Chih, Cheng,

Jin-Chuan(Note13), Lin,Hsiao-Ming
Wu, ChunPao, Lu, Zon-Jenn,

Sung Kao, Hsi-Ming, Chuang
Yen-Shan(Note12), Lou, Chao
Tsung(Note12), Lin, Yue-Yeh, Ma,
Kuo-Peng, Hsiao, Ming-Chih, Cheng,
Jin-Chuan(Note13), Lin,Hsiao-Ming Wu
Chun¢-Pao, Lu, Zon-Jenn,

$2,000,000 (inclusive) ~ $5,000,000 (preclusive) Nil Nil Nil Nil
$5,000,000 (inclusive) ~ $10,000,000 (preclusive) Nil Nil Kao,Hsiu-Ming, Lin Yu-yeh Kao,Hsiu-Ming, Lin Yu-yeh
$10,000,000 (inclusive) ~ $15,000,000 (preclusive) Nil Nil Nil Nil
$15,000,000 (inclusive) ~ $30,000,000 (preclusive) Nil Nil Nil Nil
$30,000,000 (inclusive) ~ $50,000,000 (preclusive) Nil Nil Nil Nil
$50,000,000 (inclusive) ~ $100,000,000 (preclusive) Nil Nil Nil Nil
Over $100,000,000 Nil Nil Nil Nil
Total 10 10 10 10

* As the content of the remunerations disclosed in the table varies from the concept of income by

Note 1: The name of the directors shall be enlisted separatel

directors also doubling as the president or vice presidents, the table and the below table (3-1) or (3-2) shall be entered.

Note 2: Which refers to the most recent year's directors

of Directors of the year.

2014 earnings distribution is formulated and finalized by the management board, and is motioned through before the 2015 shareholders’ meeting.

Note 4: Which pertains to the most recent year's directors’ pertinent business execution expenditures (including the travel e>;ﬁenses, special dispensed expenditures, various subsidies, dormitory, car allocation and related tangible goods allocation and
When allocating with housing, car, other transportation means or exclusive personal expenditures, it shall disclose
lease include in the footnote explaining pertinent remuneration the compan:

Note 5: Which refers to the most recent

Presidet

0se who unable to estimate the amount shall have

| t Y : pany ﬁjays said driver, but excluding from the remunerations.
e ; ar in which the directors doubling as employees (mcludlr]g_ doubling as the president, vice president, other managers and empl
bonuses, incentive payouts, travel expenses, specially dispensed expenditures, various subsidi
personal expenditures, it shall disclose the nature of the asset allocated, the actual or market value actuated rent, fuel and other pay
company E_ays said driver, but excluding from the remunerations. Company Chairman Kao,Hsiu-Ming is allocated with one leased compan

sident Lin Yu-Yeh is allocated with one leased company vehicle, which carries a monthly lease at NT$31,905 from Jan. 1, 2018 to Dec. 31
Note 6: Which refers to when directors who serve as employee (|nclud|n_H1the position of

be distributed based the board of directors' approval of the year. T estim )

Note 7: The total sum of various remunerations dispensed to company directors by all companies (including the compa

outs.

5

so when allocating with a driver, please include in the footnote explaining pertinent remunerat
0\g_eshlcle, which carries a monthly lease at NT$75,000 spanning from Jan. 1, 2018 to Dec. 31 -
resident, vice president, other manetlger and employee) receive e'mployees' remuneration (including stock and cash), the percentage of employees' remunera

is year's amount calculated based on last year's amount and to fill up the attached form 1-3.
stated in the consolidated financial statements.

Note 8: The total sum of various remunerations the company dispenses to each director, and disclosing the name of the (;II’E_CTOI’S that fall within the scale of pay propensity.

Note 9: It is mandated to disclose the total sum of various remunerations dispensed to each company director by all companies (including the company) stated in the conltgolidated financial statements, and disclosing the name of the directors that fall w

scale of pay propensity.

Note 10: The after-tax net return refers to the most recent year's after-tax net return; when adopting the International Financial Statement Reporting Criteria, the after-tax net return refers to the aftertax net return of an individual entity or individual fina
statements. All the companies on the consolidated financial report (including the _Comgan¥ and its subsidiaries) shall adopt International Financial Statement Reporting Criteria approved by Financial Supervisory Commission starting from 2
ny's net after-tax return on the 2018 consolidated financial statement is NT$792,

The Com

582 thousands.

Note 11:a.The column shall precisely enter the pertinent remuneration amount company directors collect from reinvested entities beyond the subsidiaries.

b.If company directors collect pertinent remunerations from reinvested entities beyond the subsidiaries, the remunerations company directors collect from reinvested entities beyond the subsidiaries shall be merged into the remuneration scz

column J, and also change the column name to “all reinvested entities”.

¢.The remuneration refers fo pay, remuneration (including remuneration for employee, director and supervisor) and expenses of executing business received by the Company's directors who employ as director, supervisor or manager in reil

companies other than the subsidiaries.

e nature of the asset allocated, the actual or market value acmate(?/rent, fuel and other payouts.

€ T the Income Tax Law, thus the purpose of the table has been for the purpose of information disclosure, and is not intended for tax Iev?( dp
(ofinstitutional shareholders, the insfitutional shareholder name and the representative shall be enlisted separately), with amount of various payouts to be disclosed in a consolidated manr

; 1tyear's remunerations (includir:jq the directors remunerations, position stipends, resignation payout, various bonuses, incentive payouts and the like).
Note 3: Referst to directors' remuneration distributed upon the approval of Boar > > year. ) ) o )
Which pertains to entering the directors’ remuneration amount in the proposed eamings distribution proposal as motioned through the management board and voted before the shareholders meeting. The distribution of the remunerations o

] r t ] ees) have collected of the wages, position stipends, resignation payouts
es, dormitory, car allocation and related tangible goods allocation and the like). When allocating with housing, car, other transportation means or e

Note 12: Mr. Chuang Yen-Shan resigned the position of representative of director from June 29, 2018, and Mr. Lou Chao Tsung has served as the position of representative of director on October 31,3018.
Note 13:Mr. Cheng Jin-Chuan resigned the position of director from June 29, 2018.
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3.2 The remunerations of the supervisors

The Company has reelected the directors on its May 31, 2016 scheduled shareholders’ meeting, where the entire independent directors are tc
form an audit’committee, which is to replace the auditors’ fiduciary power, thus no remuneration will be dispensed to the auditors.

3.3 The remunerations of the president and the vice presidents

) ) Year 2018
(3-2) The remunerations of the president and vice presidents Unit: NTD per thousand; shares

(by means of consolidated tally by scale by which to disclose the names)  (except where the market value per share is indicated in NTD)

. . Bonus and special Employee bonus amount in the | The percentage of the total sunj of
Wilg? (2) Retlre-mgnt pension expense etc. (C) earnings distribution (D) the four items A, B, C and C to the Whether collecting
(Note 2) (B) (Note 3) (Note 4) after-tax net return (%) (Note 9§  remuneration from
Title Name All companies All comparnie: All companies The company All companies in the All companies|  feinvested entities
The |inthefinancial The |inthefinancigd The |inthe financi financial statemer (Note 5} . - }in the financial beyond the subsidiari|
company  statements | company| statements| company| statements |Cash bon{ 1K | Cash bonugStock bonus Pany " gtatements (Note 10)
(Note 5) (Note 5) (Note 5) | amount | gmoun| amount | amount (Note 6)
Chairman doubling as
CEQ, also as subsidid 3 u_ng'\;(_ao,
presider sin-Ming
President Lin, Yue-Yeh
Group GM Chen Jian-Tsuen
Group VGM Wei Jian-Ming
- Huang Zhong-Wenp
Divison GM (Note 10)
- Chang Ruei-Ru
Divison GM (Note 10)
Divison VGM Li Ruei-Wen
Divison VGM '—i(nNgghl-ilf;n 72,331| 75,274 1,509 | 1,509 | 4,580 | 4,580 | 14,300 0 | 14,300 o| 1179y 12.0%° None
- Lu Chien-kuo
Divison VGM (Note 11)
- Hsu Ta-chang
Divison VGM (Note 11)
. Lo Ssu-yuan
Divison VGM (Note 11)
- Tseng Lieh-huang
Divison VGM (Note 11)
. Hou Kun-you
Divison VGM (Note 12)
- Yang Yuan-zhi
Divison VGM (Note 12)
GM Finance Hsieh Ming-Ju
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Remuneration Scale Table

Year 2018
The remunerations dispensed to each individual Name of the president and vice presidents
company president and vice presidents The company (Not6) All companies stated in the financial statements (7) (E)
Up to $2,000,000 Hou Kun-you(Note 12), Yang Yuan-zhi (Note 12) Hou Kun-you(Note 12), Yang Yuan-zhi (Note 12)
$2,000,000 (inclusive) ~ $5,000,000 (preclusive) Lo Sst-yuan(Note 11Lin Chih-jen(Note 11), Lt Lo Sst-yuan(Note 11),Lin Chi-jen(Note 11), Lt
Chien-kuo(Note 11), Tseng Lieh-huang (Note 1f1) Chien-kuo(Note 11), Tseng Lieh-huang (Note 11) HsU
Hsu Techang(Note 1. Ta-chang(Note 1.

$5,000,000 (inclusive) ~ $10,000,000 (preclusive) | Huang Zhon-wer (Note 10, Wei Jiar-ming, Chen

Jian-tsuen, Chang Ruei-ru, Li Ruei-Wen (Note 10}, uang Zhong-wen (Note 10), Wei Jian-ming, Chen Jian-tsuen,

Chang Ruei-ru, Li Ruei-Wen (Note 10), Hsieh Ming-ju

Hsieh Minc-ju
$10,000,000 (inclusive) ~ $15,000,000 (preclusive) Sung Kao, Hsin-MingJ, Lin, Yue-Yeh Sung Kao, Hsin-Ming, Lin, Yue-Yeh
$15,000,000 (inclusive) ~ $30,000,000 (preclusive) Nil Nil
$30,000,000 (inclusive) ~ $50,000,000 (preclus Nil Nil
$50,000,000 (inclusive) ~ $100,000,000 (preclusive) Nil Nil
Over $100,000,000 Nil Nil
Total 15 15

* Regardless of the position, all positions comparable to that of the president and vice presidents (i.e. the chairman, CEO, director and so forth) shall all be disclosed.

* As the content of the remunerations disclosed in the table varies from the concept of income by the Income Tax Law, thus the purpose of the table has been for the purpose of information disclosure, and is not intended for tax

purpose.

Note 1: The name of the president and vice presidents shall be itemized separately, and their respective payout amounts disclosed in a consolidated manner. The directors doubling as the president or vice presidents shall fill out t
and the preceding table (1-1) or (1-2).

Note 2: Which pertains to entering the most recent year's president and vice presidents’ wages, position stipends, resignation payouts.

Note 3: Which pertains to entering the most recent year's president and vice presidents’ various bonuses, incentive payouts, travel stipends, special dispensed expenditures, various subsidies, dormitory, car allocation and related te
supply of goods and other remuneration amounts. When allocating with housing, car, other transportation means or exclusive personal expenditures, it shall disclose the nature of the asset allocated, the actual or market
actuated rent, fuel and other payouts. Also when allocating with a driver, please include in the footnote explaining pertinent remuneration the company pays said driver, but excluding from the remunerations. Company Chairr
Kao,Hsiu-Ming is allocated with one leased company vehicle, which carries a monthly lease at NT$75,000 spanning from Jan. 1, 2018 to Dec 31, 2018; President Lin Yu-Yeh is allocated with one leased company vehicle, wh
carries a monthly lease at NT$31,905 from Jan. 1, 2018 to Dec. 31 2018; President Chen Jian-tsuen, Vice President Wei Jian-ming, , VGM Li Ruei-Wen, Lo Ssu-yuan, Lin Chih-jen, Lu Chien-kuo, Tseng Lieh-huang, H:
Ta-chang, Lo Ssu-yuan , Hou Kun-you and Yang Yuan-zhi are allocated with one leased company vehicle, which carries an average monthly lease at NT$274,792 from Jan. 1, 2018 to Dec. 31, 2018.

Note 4:Which refers to when president and vice president who serve as employee receive employees' remuneration (including stock and cash), the percentage of employees' remuneration distributed based on the remuneration ¢
approved by the board of directors this year. Those who unable to estimate the amount shall have this year's amount calculated based on last year's amount and to fill up the attached form 1-3. The after-tax net return refers
most recent year's after-tax net return; when adopting the International Financial Statement Reporting Criteria, the after-tax net return pertains to the after-tax net return stated in the most recent year's individual entity or individ
financial statements.

Note 5: It is mandated to disclose the total sum of various remunerations dispensed to company president and vice presidents by all companies (including the company) stated in the consolidated financial statements.

Note 6: The total sum of various remunerations the company dispenses to each president and vice president, and disclosing the name of the president and vice presidents that fall within the scale of pay propensity.

Note 7: Itis mandated to disclose the total sum of various remunerations dispensed to each company president and vice president by all companies (including the company) stated in the financial statements, and disclosing the name
president and vice presidents that fall within the scale of pay propensity.

Note 8: The after-tax net return refers to the most recent year’s after-tax net return; when adopting the International Financial Statement Reporting Criteria, the after-tax net return refers to the after-tax net return of an individual entit
individual financial statements. All companies (including the company) in the consolidated financial statements have since 2013 begun to adopt the International Financial Statement Reporting Criteria so recognized by
Financial Supervisory Commission. The company’s 2018 individual financial statements’ after-tax net return is at NT$792,582 thousands.

Note 9:a.The column shall precisely enter the pertinent remuneration amount company president and vice presidents collect from reinvested entities beyond the subsidiaries.
b.If company president and vice presidents collect pertinent remunerations from reinvested entities beyond the subsidiaries, the remunerations company president and vice presidents collect from reinvested entities beyon

subsidiaries shall be merged into the remuneration scale table column E, and also change the column name to “all reinvested entities”.
¢.The remuneration refers to pay, remuneration (including remuneration for employee, director and supervisor) and expenses of executing business received by the Company's presidents and vice presidents who employ as di
supervisor or manager in reinvested companies other than the subsidiaries.

Note 10: Mr. Huang Tsung-Wen and Chang Jui-Ju have been promoted to Enterprise Division Presidents on April 11, 2018.

Note 11: Mr. Lin Chih-jen, Lu Chien-kuo, Hsu Ta-chang , Lo Ssu-yuan and Tseng Lieh-huang, have been promoted to Enterprise Division Vice President on April 1, 2018.

Note 12: Mr. Hou Kun-you and Yang Yuan-zhi have been promoted to Enterprise Division Vice Presidents on October 1, 2018.
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3.4 Name of the managers received the employee remuneration and the deployment of remuneration.

Year 2018

Unit: NTD per thousand; shares
(Except where the market value of each share is indicated in NTD)

n (%)

Director, Finance & Accounting Divisa

il

Zhong Chi-Wen

Position (Note 1 & Note 2) Name (Notel & Note 2) | Stock Amour€ash Amount{ Total Percent of the total amount to the after-tax net retur
Chairman and CEO Sung Kao, Hsin-Ming
President Lin, Yue-Yeh
Group GM Chen Jian-Tsuen
Group VGM Wei Jian-Ming
Divison GM Huang Zhong-Wen (Note 5
Divison GM Chang Ruei-Ru (Note 5)
Divison VGM Li Ruer\en
Divison VGM Lo Ssu-yuan (Note 6)
Managers — - —— 0 15,100 15,100 1.91%
Divison VGM Lin Chih-jen (Note 6)
Divison VGM Lu Chien-kuo (Note 6)
Divison VGM Tseng Lieh-huang (Note 6
Divison VGM Hsu Ta-chang (Note 6)
Divison VGM Hou Kun-you (Note 7)
Divison VGM Yang Yuan-zhi (Note 7)
GM Finance Hsieh Ming-Ju

Note 1: Individual's name and job title shall be disclosed. However, it is a must disclose the state of distributing profits. The Company's Board of Directors plans to distribute NT$0 for the employe

enumeration for above managers' employee remunerations.

Note 2:Which refers to when managers who serve as employee receive employees' remuneration (including stock and cash), the percentage of employees' remuneration distributed based c
remuneration amount approved by the board of directors this year. Those who unable to estimate the amount shall have this year's amount calculated based on last year's amount. The after-t
return refers to the most recent year's after-tax net return; when adopting the International Financial Statement Reporting Criteria, the after-tax net retumn pertains to the after-tax net return state

the most recent year's individual entity or individual financial statements. The company’s 2018 individual financial statements’ after-tax net return is at NT$792,582 thousands.

Note 3: Of the applicable scope of managers, as stipulated under the former Securities and Futures Management Council, Ministry of Economic Affairs March 27, 2003 Taiwan MOF Securities Il N
0920001301 directive, its scope is as follows:

(1)The president and those on the comparable level.

(2)The vice presidents and those on the comparable level.
(3)The senior managers and those on the comparable level.
(4)The finance department executives.
(5)Accounting department executives.
(6)Other individuals empowered with managing company affairs and as authorized signatories.

Note 4: Directors, president and vice president who have received employees' remuneration (including stock and cash) shall fill out attached form 1-2 and this form.

Note 5: Mr. Huang Tsung-Wen and Chang Jui-Ju have been promoted to Enterprise Division Presidents on April 11, 2018.

Note 6: Mr. Lin Chih-jen, Lu Chien-kuo, Hsu Ta-chang, Lo Ssu-yuan and Tseng Lieh-huang, have been promoted to Enterprise Division Vice President on April 1, 2018.

Note 7: Mr. Hou Kun-you and Yang Yuan-zhi have been promoted to Enterprise Division Vice Presidents on October 1, 2018.
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3.5 Analysis in a comparative explanation on the company and the combined statements of all companies on the amount of remunerations dispense
company directors, supervisors, president and vice presidents in percentage on the individual or individual financial statements in after tax percent:
analysis, and also explain the remunerations policy, standards and combination, remuneration formulation procedure, and its relevancy to the opera
performance and future risks

3.5.1. Analysis on the most recent years in percentage

The percentage of the total remuneration amount to the after-tax return
Increase (decreased) percentage
. Item Year 2017 Year 2018
Position
. j Consolidatec Consolidatec

The company Consollditoerg s;?]tigrsnents on gl The company statements on all The company | statements on all

P companie companie

Directors 5.79% 6.05% 5.35% 5.56% (0.44%) (0.49%)

e am2nd vic 9.91% 10.37% 11.70% 12.07% 1.79% 1.70%

The ratio of total remuneration paid by the Company and by all consolidated entities for directors, president and vice presidents to net income
the last two years changed mainly due to the change in net income of the parent company.
3.5.2 The company’s remunerations policy, standards and combination, remuneration formulation procedure, and its relevancy to the operati
performance and future risks
(1) The remuneration payout policy, standards and combination:

(1.1)The remunerations of the company’s directors and su;r)]ervisors are Ig.aid according to Article 20 of the Company’s Articles of Incorporatior
where the remuneration distribution is proposed by the Board of Directors and reported at the Shareholders’ Meeting. Of the director:
supervisors attendance travel stipends and the managers’ wage remunerations, it is reviewed and finalized by the wage remuneration cour
and voted before the management board.

(1.2) The remuneration for presidents and vice presidents can be divided into wage, bonus and employee remuneration. The wage bonus
deliberated by the Compensation Committee and finalized by the Board of Directors. Employees’ remuneration is distributed based on tt
('\:/(I)mpany’s operations and Articles of Incorporation, which shall be finalized by the Board of Directors and report at the Shareholders’

eeting.
(2) The remuneration formulation procedure:

The_comBan directors and supervisors travel allowance stipends and the president and the vice presidents wage remunerations are reviewed

finalized by the wage remuneration council, and voted before the management board.

(3) Its relevancy to the operating performance and future risks:

(3.1)Of company directors and supervisors who are entitled to the meeting attendance travel allowance stipends, the rest of whose remunerat
are tied to the earnings status in company operating performance by which to distribute the remunerations.

(3.2)Presidents and vice presidents’ remunerations shall be reviewed in accordance with the Company’s Rules Governing Performance Appral
and be used as an accordance of adjusting their wage. Employees’ remuneration shall, on the other hand, be finalized by the Board
'E)Alrec;ors according to the status of profit and the proportion stated in Articles of Incorporation, and then reported at the Shareholders

eeting.
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4. Implementation of Corporate Governance

4.1 Board of Directors

A total of 15 meetings of the board of directors were held in the prsyear (208). The
directors’ attendance status is as follows:

Attendance| By Attendance Rat

in Persol | Proxy | in Person (% Remarks

Title Name

Chairman Representative: Sung Kag, 15 0 100~

Ji-Xuan Investment Cor Re-elected on May

Hsin-Ming 31,2016

Director Representative: Chuang, 6 2 75~

Ji-Xuan Investment Cor Resigned from Jun

29, 2018

11°)

Yen-Shar(Note 3

Director representative: Lou 2 1 67%

Ji-Xuan Investment Corp Elected on October

Chao Tzun(Note 3 31, 2018

E-Win Investment C Re-elected on May

Director $5£$1;§ntative: Lin, 15 0 100~ 31, 2016

Director Ma ,Kuo-Peng 14 1 93~ sle’-ezlgfged on May
Director Hsiao, Ming-Chih 12 3 80~ sle’-ezlgfged on May
Director Cheng Jin-Chuan(Note 4) 8 0 100 ggfizgonlesd on June
independent | Lin, Hsiao-Ming 14 1 93" | o pore oM
independent | wu, Chung-Pao 14 1 93" | o pore oM
Independer Lu, Zong-Jenn 15 0 100 | BESoced oMay

Other matters to be disclog
1. If there are the circumstances referred to in Article 14-3 of Securities and Exchange Ag

resolutions of the directors’ meetings objected to by Independent Directors or subject to qu

opinion and recorded or declared in writing, the dates of meetings, sessions, contents of moti

independents’ opinion and the Company’s response to independent directors’ opinion sho
specified: None.

If there is Directors’ avoidance of motions in conflict of interest, the Directors’ names, conter

motions, causes for avoidance and voting should be specified:

(2.1) Regarding the discussion of Compensation Committee’s proposal for “End-of-term Perforr
Bonus of 2017” held by the Board of Directors on th& a#January, 2018, as two directors
Miss Kao Hsin-Ming and Mr. Lin Yu-Yeh — are also managers of the Company, they did no
the voting to avoid conflict of interest. All of other directors have joined the meeting and p:
the said proposals.

(2.2) Regarding the discussion of Compensation Committee’s proposal for “Mid-Term B

Distribution of 2017” held by the Board of Directors on th# 22August 2018, as two directors

— Miss Kao Hsin-Ming and Mr. Lin Yu-Yeh — are also managers of the Company, they di
join the voting to avoid conflict of interest. All of other directors have joined the meeting
passed the said proposals.

(2.3) Regarding the discussion of Compensation Committee’s proposal for “the chang
management personnel’s food allowance” held by the Board of Directors on tHeof Ragust
2018, as two directors — Miss Kao Hsin-Ming and Mr. Lin Yu-Yeh — are also managers (
Company, they did not join the voting to avoid conflict of interest. All of other directors
joined the meeting and passed the said proposals.

Measures taken to strengthen the functionality of the Board:

(3.1) Strengthen the functionality of the Board:

The Company has implemented the "Board of Directors Meeting Rules" in accordance wi
"Regulations Governing Procedure for Board of Directors Meetings of Public Companies.”
To reinforce corporate governance, the Company provides continuing education/training prg
to directors to strengthen their knowledge and capabilities on corporate governance.
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(3.2) Improving information transparen
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Financial information, resolutions on material issues, boaleeting participation, an
director/supervisor ongoing education information are published on the Market Observation Pos
System as required by relevant laws. The Company's business performance and produ
information are also made accessible to the public on its website.
(3.3) Establishing Audit Committee
To enhance the governance system and strengthen the function of the board of directors of
Company, Audit Committee was established in 2016 to replace supervisors’ duties. In accordanc
with “Regulations Governing the Exercise of Powers by Audit Committees of Public Companies”,
the Company set up an “audit committee chal

Note 1: Where directors and supervisors are juridical persons, the name of judicial person shareholder and its representative
be exposed.

Note 2: (1) Where directors and supervisors resign the job before the end of the year, their date of resignation shall be noted
in remarks. Their actual attendance rate (%), it shall be calculated by the number of Board of Directors meeti
during their employment and the number of times of their attendance.

(2) Where directors and supervisor are re-elected before the end of the year, it is a must to list the new and old dire
and / or supervisors and to note down the date of re-election and their status (old / new / reappointment
remarks.Their actual attendance rate (%), it shall be calculated by the number of Board of Directors meetings du
their employment and the number of times of their attendance.

Note 3: Mr. Chuang Yen-Shan resigned the position of representative of director from June 29, 2018, and Mr. Lou Chao Tsun
served as the position of representative of director on October 31,3018.

Note 4: Mr. Cheng Jin-Chuan resigned the position of director from June 29, 2018.

4.2 Audit Committee or Attendance of Supervisors for Board Meeting

4.2.1. Audit Committee

A total of 13 meetings of the audit committee were held in the previous year (2018). The attendance status
of the members is as follows:

Actual o
Title Name Attendance Attendance Rate (% Remarks
N (PNpE)(Note)

Independent| | . . .

Dichtor Lin, Hsiao-Ming 13 100~ Re-elected on 31 May 201¢
Independent

Dichtor Wu, Chung-Pao 13 100 Re-elected on 31 May 2016
Independent - L

Director Lu, Zong-Jenn 13 100 Re-elected on 31 May 2016

Other matters to be disclogtl
1. In the event of any of the following in the audit committee, the dates of audit committee meetings, sessions, contents of
motions, resolutions of the audit committee meetings and the Company’s response to audit members’ opinion should be
specified: None.
2. If there is independent directors’ avoidance of motions in conflict of interest, the independent directors’ names,| contents
of motions, causes for avoidance and voting should be specified: None.
3.Communications between independent directors and the Company's chief internal auditor and CPA (e.g. the items,
methods and results of the audits of corporate finance or operations, etc.)
Independent directors regularly communicate with CPA to be fully informed of the Company's audited financial
statements and accounting principles. The internal auditors also regularly report to the independent directgrs on the
functioning of internal controls, which provides supervisors with sufficient overview of the Company’s operations.

*Where Independent Director resign the job before the end of the year, their date of resignation shall be noted down in remarks. Their actual attendance rate (%), it shall be calculated by the n
of Board of Audit Committee  during their employment and the number of times of their attendance.

*Where Independent Director are re-elected before the end of the year, it is a must to list the new and old Independent Director and to note down the date of re-election and their status (old / n:
reappointment) in remarks.Their actual attendance rate (%), it shall be calculated by the number of Board off Audit Committee during their employment and the number of times of their
attendance.

*Audit Committee was established to replace supervisors’ duties on May 31, 2016.
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4.3 Corporate Governance Implementation and its Deviations from “Corporate Governance Best-Practice Principles for TWSE/GTSM Li

Companies”
em
Yes | No Summar Its Reason(s)

If the company has established corporate goverr \Y The company has established "Corporate Governance Practical None

policies based on “Corporate Governance Best-Practice based on the "Corporate Governance Best-Practice Principles for

Principles for TWSE/GTSM Listed Companies”, please TWSE/GTSM Listed Companies." These practices are disclosed on|the

describe any discrepancy between the policies and thejr Market Observation Post System and the Company's website, which can

implementatior be easily accessed by shareholders and the |

Shareholding Structure and Shareholders’ R (1) The Company has appointed a spokesperson, a PR person ar | None

(1) Method of handling shareholder suggestions or \Y affair specialists to handle shareholder suggestions or complaints. In
complaints addition, the Company also established columns for shareholders

and stakeholders on its website to facilitate the communication.

(2) The company’s possession of a list of major \Y (2) The Company tracks the shareholdings of major shareholders by its
shareholders and a list of ultimate owners of these designated department and persons and report to the competent
major shareholders authority in accordance with relevant regulations.

(3) Risk management mechanism and “firewall” betweev (3) The company and each of its affiliated enterprises operate
the company and its affiliates independently from each other. The subsidiaries are governed hy the

internal control system, the "Finance and Business Policy for Group
Members and Related Parties," and the "Subsidiary Management
Policy."
(4) Internal regulation to prevent insider trading \% (4) The company has established “Information Disclosure and Insider
Trading Prevention Procedure” and “Ethical Corporate Management
Principle” and addressed them to insiders regularly through
educational programs

Composition and Responsibilities of the Board of Direx (1) The Company hasstablished "Corporate Governance Praci None
(1) The diversity of board members \Y Rules" specifying that the composition of board of directors shouild

consider the diversity of knowledge and capabilities. Our directors
have specialties in different domains, such as operation, accourjting

(2) The establishment of other functional committees and management that fulfills our operation needs.
beside of Compensation Committee and Audit \% (2) Beside Compensation Committee in accordance with law, Audit
Committee Committee was set up in 2016 to execute supervisors'’
responsibilities.
(3) Board Performance Evaluation and Director Appraisal (3) The Company has established “Board Performance Evaluation
Rules” specifying the obedience of board discussion and the indexes
\% regarding convention of board meetings, attendance status and

j=n

continuing education/training status. The evaluation is performe
after the year end according to the indexes specified.
(4) Regular evaluation of external auditors’ independ (4) The Company regularly evaluates the independence and suit
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of external auditors, examining whether they pay the direc

\% supervisors, shareholders of the Company or not, and confirming
that they are not interested parties. The assessment of the
independence and suitability of the external auditors is also repgrted
to the board meetings and approved by the audit committee. If
necessary, the external auditors may be invited to attend the board
meetings to ensure their independence and suitability. External
auditors should avoid conflicts of interest against assignments dr
themselves, and its rotation should follow relevant r

Does a listed company establish full (g-time \Y Executive Strategy Office is responsible for corporate governanci

governance units or personnel in charge of governing some associated units may provide directors and supervisors with the

relevant matters (including but not limited to providing information to do their business, hold board meetings and shareholders’
directors and supervisors with the information to do thejr meetings in accordance with law, deal with company registration and
business, holding board meetings and shareholders’ change of registration, make the minutes of board meetings and

meetings in accordance with law, dealing with company shareholders’ meetings, etc.

registration and change of registration, making the minutes

of board meetings and shareholders’ meeti

Communication Channel with Stakeholc \Y The Conpany has designated PR Department to handle stakeh None

complaints and suggestions promptly. The Company also set up
Stakeholder Center on its website that the issues brought up by
stakeholders will be handled and replied on a case by case basis, as
neeed

Share Transfer Agent and Regis \Y In addition to its own stock affairs specialists, the Company als None

appointed “KGI Securities” as the share transfer agent and rei

Information Disclosur None

(1) Establishment of a corporate website to disclose | V (1) The Company’s financials, business and corporate governance status
information regarding the Company’s financials, are published on the Market Observation Post System regularly] The
business and corporate governance status Company fully discloses business and financial information on ifs

official website, including monthly revenue, financial statements
corporate governance, etc.

(2) Other information disclosure channels (e.g., \% (2) The Company has designated a responsible person of Finance &
maintaining an English-language website, appointing Accounting Division to handle information collection and disclosure
responsible people to handle information collection and has appointed a spokesperson.
and disclosure, appointing spokespersons, webcasting
investors conferenc

Other important information to facilitate better understan | V (1) Employee rights: The process of recruitment is open air. None

of the company’s corporate governance practices (e.g., Employees are provided with benefits such as health checkups and

employee rights, employee wellness, investor relations, insurance. The rights of handicapped and aboriginal employees|are

supplier relations, rights of stakeholders, directors’ training
records, the implementation of risk management policie

under well protection.
(2) Employee wellness: The Company provides employees with
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risk evaluation measures, the implementation of cust
relations policies, and purchasing insurance for directors):

(3)

(4)

()

(6)

(7)

(8)

(9)

working environment and an orgard training system for care
development.

Investor relations: The Company has devoted to enhance intern
communication and informatization. Meanwhile, a platform to

o

communicate with investors and to improve transparency has been

established as a mechanism of dual communication between
investors and the management.
Supplier relations: To fulfill the social responsibility, the Compan

y

has assisted suppliers to build up environmental protection, safety

and hygiene management system, industrial safety evaluation r
and high-risk operations skills certification system.

iles

Rights of stakeholders: “Related-party Transaction Procedure” has
been established to protect the Company’s and stakeholders’ rights.

Purchase Agreements are signed with all suppliers to assure mutual

relationship and rights.
Directors’ and supervisors’ training records: The Company provi
directors and supervisors with information concerning regulatory

requirements and developments from time to time. Directors and

supervisors also attend training programs on corporate governa
topics.

Implementation of risk management policies and risk evaluation
measures: Internal control system, managing regulations and
accounting systems are established and implemented under

des

nce

supervision of internal auditors, board of directors and supervisars.
Customer relations policies: The Company has obtained 1ISO 9001

and ISO 14001 certification and continuously provides products
services in a high quality. Strict compliance with contracts and
customers'’ rights are assured.

Purchasing insurance for directors and supervisors: From 2014
Company has taken out liabilities insurance for directors,
supervisors and officers pursuant to the shareholder resolution,
which can reduce risks resulting from fault and misconduct by
directors, supervisors and office

and

the

As regards the assessment conducted by Taiwan Stock Exchange Corporate Governance Center for the most recent ustrate things that have been improved
provide solutions to those that need to be strengthened.(If the company is not in the assessment list, please ignore this item.

In accordance with Taiwan Securities Exchange Corporation has announced of the “fourth term public listed on April 30, 2018, over-the-counter traded enterprise companies

governance evaluation” findings, the Company is ranked at between 21% ~35% among public listed companies, and of items not reaching the evaluation indicators,

has sought improvement gradually, which are described below:

1.The Company 2017 scheduled shareholders’ meeting’s agenda handbook and meeting supplemental data has been uploaded to the Market Observation Post, thir
convening the scheduled shareholders’ meeting.

2.The Company has begun to adopt electronic balloting at its 2018 scheduled shareholders’ meeting.

the Con

ty days |

Note 1: Whether “Yes” or “No” has been selected for the implementation status, a description shall be made in the summary.
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Note 2: Here the “corporate governance evaluation” refers to the evaluation conducted by the Company itself according to the Company’s governance self-evaluation items, which shall be reported and described by tl
Company based on their operating and execution status.
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4.4 Composition, Responsibility and Operations of Compensation Committee

(1) Information on Compensation Committee Members

Apr. 1, 2019
Meet the Following Professional Qualification Requirements, Independence Criteria
Together with at Least Five Years Work Experience (Note 2) Number of Other
An Instructotor Higher Positiol AJudge, Publi Have Work Experiend Taiwanese Public
Title in a Department of CommergeRrosecutor, Attorney, Certified Publllic  in the Area of Companies
I Law, Finance, Accounting, of Accountant, or Other Professionallor Commerce, Law, i
Name ' 5 9 -  OF L 4 ) AV, Concurrently ServingRemark
(Note 1) Other Academic DepartmenfTechnical Specialists Who Has Paj Finance, oAccounting 11213lalslel7 as auC om ):ensa;?o R
Related to the Business Need a National Examination and Beefor Otherwise Necessg c - R/I b
the Company in a Public or| Awarded a Certificate in a Professjofor the Business of the ommittee Member
Private Junior College, College Necessary for the Business of the Company Taiwan
or University Compan'
Independent . } .. .. ..
Director Wu, Chung-Pao Nil Nil u u (U jujujuiu|u 2 N/A
Independent . } .. ..
Director Lu, Zong-Jenn Nil Nil u U 1 N/A
Other Chao, Rong-Shiang Nil Nil u W] 0 N/A

Note 1: Enter Director, Independent Director or Other in the Position column.
Note 2: Please tick the corresponding boxes if the committee members have been any of the following during the two years prior to
being elected or during the term.

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

(2) Not a director or supervisor of the Company or any of its affiliates. The same does not apply, however, in cases

where the person is an independent director of the Company, its parent company, or any subsidiary in which the
Company halds, directly or indirectly, more than 50% of the voting shares.
(3) Not a natural-person shareholder who holds shares, together with those held by the person's spouse, minor children,
or held by the person under any other's name, in an aggregate amount of 1 percent or more of the total number of

issued shares of the Company or ranking in the top 10 in shareholding.

(4) Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any
of the persons in the preceding three subparagraphs.
(5) Not a director, supervisor, or employee of a corporate/institutional shareholder that directly holds five percent or more
of the total number of issued shares of the company or ranks as one of its top five shareholders;
(6) Not a director, supervisor, officer, or shareholder holding 5% or more of the shares of a specified company or
institution that has a financial or business relationship with the Company.
(7) 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, or a spouse thereof.

(8) Not been a person of any conditions defined in Article 30 of the Company Law.

Note 3: If the members are the board of directors, please indicate whether they meet the requirements of Article 6-5 of the
“Regulations Governing the Appointment and Exercise of Powers by the Remuneration Committee of a Company Whose

Stock is Listed on the Stock Exchange or Traded Over the Counter”.

(2) The Compensation Committee’s duty is to establish and review the evaluation of
supervisors and executives, to compensation policies of the Company’s directors
of the board and, to report its suggestions to the board of directors.
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(3) Information on Operations of Compensation Committee
(3.1) The Compensation Committee consists of 3 members.
(3.2) The first session of current committee: From Dec 22, 2011 to Jun 16, 2013.
The second session of current committee: From Jun 20, 2013 to Jun 10, 2016
The third session of current committee: From June 8, 2016 to June 7, 2019.
In 2018, Compensation Committee held 6 meetings(A). The Committee members’ attendance status

is as follows:
Attendance Ra
Title Name Afctendanc By in Person (%) Remarks
ein Personl Proxy (pNpE)(Note

; Wu, o Re-elected on June 8,
Chairman CHUNG-PAO 6 0 100% 2016
Member | LU, ZONG-JENN 6 0 100% ggfé'eded on June.

CHAO, o Re-elected on June 8,

Member | poNG-SHIANG 6 0 100% 2016

Other matters to be disclogtl

1. If the board of directors declines to adopt, or modifies a recommendation of the remuneration committee,
the date of the Board of Directors meeting, term, content of motions, board resolution resylts and
Company handling of remuneration committee opinions shall be specified. (if the compensation approved
by the Board of Directors exceeds that proposed by the remuneration committee, the circumstances and
cause of the difference shall be specified): None.

2. If any committee member has an objection or qualified opinion together with a record or written statement
regarding a remuneration committee resolution, the remuneration committee date, term, content of
motions, all members opinions and how the opinions were handled shall be specified: None.

Note: (1) Where directors and supervisors resign the job before the end of the year, their date of
resignation shall be noted down in remarks. Their actual attendance rate (%), it shall be
calculated by the number of Board of Directors meetings during their employment and the
number of times of their attendance.

(2) Where directors and supervisor are re-elected before the end of the year, it is a must to list the
new and old directors and / or supervisors and to note down the date of re-election and their
status (old / new / reappointment) in remarks. Their actual attendance rate (%), it shall be
calculated by the number of Board of Directors meetings during their employment and the
number of times of their attendance.
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4.5 Implementation of Social Responsibility

Item

Implementation Stati

Deviation from “Corporate Soci

Responsibility Best Practice

Yes No Summary Principles for TWSE/GTSM Listeq
Companies” and reason

1. Implementation of Corporateovernanc None

(1) Corporate social responsibility policy | V (1) The Company has corporate social responsibility best practices principles
and performance evaluation and continues to carry out corporate social responsibility in the spirit o

“Integrity, Careness, Profession, Innovation, Dedication and Cooperation.”
The Company begins to receive guidance for recognition from 2015 to
further fulfill its corporate social responsibility. The company is expected to
maximize the performance of its social responsibilities through external
audit procedures like SA8000.

(2) Regular training and promotion of \% (2) Information on corporate social responsibility is promoted through varipus
corporate ethics channels, including meetings, internet or training programs on topics uch

as regulatory compliance, information safety, environmental protection,
industrial safety and hygiene management.

(3) Dedicated organization for the \% (3) Executive Strategy Group is responsible for corporate social responsibility
promotion and execution of corporate planning and implementation. Executions carried out by all departments are
social responsibility in compliance with corporate social responsibility best practices principles.

Executive Strategy Group examines execution results, issues corporate
social responsibility report and presents to the board of directors.

(4) Integration of corporate social \% (4) The compensation and benefits policies are established by Human Resource
responsibility with the employee & Administration Division and Compensation Committee, which are
performance appraisal system designed to maintain the Company’s competitiveness in employee

recruiting and retention. The Company'’s reward and discipline system|are
linked to yearly performance appraisal which affects employees’ wage|raise
and promotion.

The Company was selected to be one of the component stocks of “Taiwan
High Compensation 100 Index”, reflecting the fulfillment of corporate

social responsibility and profitabili from 2014 to 201.

2. Sustainable Enronment Developme None

(1) Commitment to improving resources | V (1) The Company has launched the first “Solar battery partial selected emijtter
utilization and the use of renewable laser processing machine” in Taiwan which can improve the efficiency|of
materials solar batteries. The implementation of electronic document system and the

adoption of LED lighting and inverter air conditioners also contribute tg
energy efficiency and carbon reduction.

(2) Environmental management system | V (2) The Company has obtained ISO 9001 and ISO 14001 certification and implemented
designed to industry characteristics OHSAS 18001. Policies in relation to safety management are established as required

by government, such as Safety in Production Rules, Personal Protective Equipment
Management Rules and Emergency Response Rules.

(3) Company strategy for climate change (3) To minimize the impact of operations on the environment, the Company has adopted
energy conservation and greenhouse| V a series of practices, such as LED lighting adoption, chillers adjustment, chilled|water
gas reduction pumps replacement, etc.. In the meantime, it has promoted carbon reduction and

greenhouse gas inspection to continuously monitor power consumption facilities to

reduce impacts caused by its operatiothe natural environme
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Implementation Stati

Deviation from “Corporate Soci

Item

Responsibility Best Practice

Yes No Summary Principles for TWSE/GTSM Listed
Companies” and reason

3. Promotion of social welfa None

(1) Compliance with labor regulations, \Y (1) The Company strictly complies with government laws and regulations.| The
international recognized human right process of recruitment is open and fair. The rights of handicapped and
principles, and appropriate managemegnt aboriginal employees are under well protection.
measures and procedures

(2) Mechanism and channels of employeeV (2) Employees can express their opinions through internal communication.
appeals Multiple channels are maintained for employee appeals, including diregt

contact with supervisors, employee communication mail box and quarterly
tea parties. Sexual harassment complaints are processed according tq
Sexual Harassment Prevention Policy. Employees are well-informed of
relevant information and events through internal website and newsletteér.

(3) Safety and health in working \% (3) The Company provides a fair, appropriate and safe working environment to
environment, and the condition for employees in compliance with government laws and regulations. The
providing periodical safety and health physical working environment is examined every year to ensure a healthy
training to employees environment. Breastfeeding rooms are provided to meet female employees’

needs. To enhance knowledge of health and to prevent occupational
injuries, health checkups and seminars are regularly held.

(4) Mechanism of periodical \% (4) Employees can express their opinions through tea parties and employge
communication with employees, and communication mail box. Employees are well-informed of relevant
reasonable notice measures regarding information and events through internal website and newsletter.
significant operational changes which
might cause significant impacts to
employees

(5) Effective capabilities development \% (5) Different employee career development structure and capabilities training
program for employees programs are designed based on the function and the level of employees.

Employee trainings are achieved through subsidies, authorization, on-job
instructions and coursed.

(6) Consumer rights policy and consumer V (6) The Company has established “After-Sales Services Procedure,” “Customer
complaints processing procedure Satisfaction Procedure,” “Returned Goods and Customer Complaints

Procedure,” and “Prevention and Correction Procedure.” When a customer
complaint is filed, the responsible department follows relevant procedyres
and takes appropriate actions. The Company strictly complies with
contracts signed with customers and dedicates to build up mutual
communication mechanism with customers.

(7) Compliance with products and servicesV (7) The Company has obtained ISO 90001 certification, and the product
marketing and labeling regulations and labeling follows “Outgoing Product Control Procedure” and “Outgoing
international standards Product Inspection Standard.” Government regulations and industry

(8) Evaluation of suppliers standards are complied with to assure the quality of products and services.

\% (8) The Company evaluates suppliers according to “Suppliers Control
Procedure” and investigates into suppliers’ social responsibility status pnd
records before deal. Tracks and appraisals are performed periodically after

deal. The Company has also assisted suppliers to build up environ
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Implementation Stati Deviation from “Corporate Soci
ltem “Responsibility Best Practice
Yes No Summary Principles for TWSE/GTSM Listed
Companies” and reason
protection, safety and hygiene management system, industrial
(9) Actions taken when major suppliers evaluation rules and high-risk operations skills certification system.
violate corporate social responsibility | V (9) Any contract signed with major suppliers has to be previewed by legal
policy personnel. Suppliers violating corporate social responsibility policy willl be
debarred from future cooperati
4. Enhancement of Information Disclos \% The Company has disclosed relevant information on the official websit None
(1) Disclosure of corporate social published on the Market Observation Post System in accordance with
responsibility related information with regulations.
significance and reliabili

5. If the company hastablished its corporate social responsibility code of practice according to “Listed Companies Corporate Social Res Code of Practice, please describ
the operational status and differences:
The Company has followed corporate governance reliperations to set and implement “Listed Companies Corporate Social Responsibility Code of F

6. Other important information to facilitate better understanding of the company’s implementation of corporate socizbility:
The information of the Company’s implementation of corporate social responsibility has been disclosed in “Corporate Social Responsibility Report” published on the official
website

7. Other information regarding “Corporate Social Responsibility Report” which is verifi certification bodies: Nor

Note 1: Whether “Yes” or “No” has been selected for the implementation status, a description shall be made in the summary.
Note 2: Company that has made corporate social responsibility report shall note down the method of checking its corporate social responsibility report and page of index in the section of “Summary” for replacement.

4.6 Implementation of Corporate Conduct and Ethics

Implementation Stati Deviation from “Corporat
Conduct and Ethics Best]
Practice Principles for
Yes | No Summary TWSE/GTSM Listed
Companies” and reason

Item

1. Establishment of Corporate Conduct . None
Ethics Policy and Implementation Measurgs
(1) The company’s guidelines on corporate

conduct and ethics are provided in \% (1) “Integrity, Careness, Profession, Innovation, Dedication and Cooperation” is thie
internal policies and disclosed publicly. Company’s most important core value. The Company has established the Code of
The Board of Directors and the “Ethics and Business Conduct” and is committed to acting ethically in all aspects of
management team demonstrate their our business. For conflicts of interest avoidance, directors must recuse themselves

commitments to implement the policigs. from discussion and voting on issues in which they have a direct personal or
pecuniary interest.

(2) The company establishes relevant \% (2) The Company has established the Code of “Ethics and Business Conduct” and
policies for preventing any unethical formed the corporate culture based on integrity. The prevention of unethical cgnduct
conduct. The implementation of the and its penalty are clearly stated in the Company’s service regulation, employment
relevant procedures, guidelines, contract and Reward and Discipline Policy. The Company also provides emplayee
disciplines and appealing mechanism appealing mechanism that accepts complaints through a mail box.
are provided in the policies.

(3) The company establishes appropr (3) The Company is in compliance with “Corporate Conduct and Ethics Best P
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Item

Implementation Stati

Deviation from “Corporat

Conduct and Ethics Best]
Practice Principles for

Yes | No Summary TWSE/GTSM Listed
Companies” and reason
measures for preventing bribery & \% Principles for TWSE/GTSM Listed Companies.” The management regularly
illegal political contribution for higher and reviews the compliance status to prevent unethical conduct. For higher pagtential
potential unethical conduct in the unethical conduct, promotion on ethics is addressed to employees and related
relevant policie: persons. Any delivery of gifts has to be cautiously evaluated and apj

2. Corporate Conduct and Eth None

Compliance Practice

(1) The company shall prevent doing \Y (1) The Company performs credit verification on new suppliers, vendors and partners to
business with whomever has unethical understand their ethical records. All business contracts have to be previewed by the
records and include business conduct legal personnel and contain clauses of contract termination and penalty as a reésult of
and ethics related clauses in the unethical conduct.
business contracts.

(2) The company sets up dedicated unit inV (2) The Company has not yet established a unit that promotes Ethics and Business
charge of promotion and execution of Conduct. However, while conducting business, departments of the Company ghall
the company’s corporate conduct and follow “Ethics and Business Conduct”. The Executive Strategy Office shall alsa
ethics. The board of directors supervise to ensure if the departments have violated the said Conduct. Any matter
supervises such execution and that is found violating the said Conduct shall be reported to directors at Board pf
compliance of the policies. Director Meeting.

(3) The company establishes policies to | V (3) Directors must rescue themselves from discussion and voting on issues in which
prevent conflicts of interest and they have a direct personal or pecuniary interest.
provides appropriate communication
and complaint channels.

(4) The company establishes effective | V (4) The company has established accounting and internal control systems, and the
accounting and internal control systems systems are reviewed at all times to ensure conformation with regulations and
for the implementation of policies, and operation needs. Internal auditors regularly audit the execution and report to the
the internal auditors audit such board of directors.
execution and compliance.

(5) Internal and external training programsV (5) The Company regularly promotes corporate conduct and ethics policies, principles
on corporate conduct and ethics and corporate values to employees. The results of unethical conduct are will be

carried out accordg to a clear and effective reward and discipline mecha

3. Operational Status of Reporti None

Mechanism

(1) The company establishes reporting | V (1) The Company has explicitly specified the Company’s reporting channel and reward

and reward system as well as
convenient reporting channels and
designates an appropriate person in
charge

system in its Ethics and Business Conduct Regulations Governing the Managge
and Communication of Corporate Social Responsibility and Reward and Discif
Policy, where reporter may conduct the report anonymously and the Company
keep the confidentiality on reporter information and reported content. A reporti
mailbox is established under and managed by Human Resources & Adminit

sment
nline
shall

ng
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Implementation Stati

Item

Yes

No

Summary

Deviation from “Corporat
Conduct and Ethics Best]
Practice Principles for
TWSE/GTSM Listed

Companies” and reason

(2) The standard of procedure for
processing ethical irregularities
reporting and the confidentiality

(3) Measures to protect reporters

(2)

(3)

Division. The mailbox related information shall be announced on the Comj
internal website and be propagated in trainings for new employees.

In order to solve problems at work, communicate and improve efficiency, a mal
has been maintained to receive employee opinions and complaints. The proce
reporting includes:

A. An employee can file complaints in writing for any suggestions on the
Company'’s policies and administrative measures, or any impairment to
employees’ rights and improper treatment without reasonable response
his department.

B. The appeal should be sealed up and delivered to the President directly
Human Resources & Administration Division in confidential class.

The investigation on the reporting should be processed cautiously and kept
confidential. Sexual harassment complaints are processed according to Sexud
Harassment Prevention Policy.

The opinions received through employee communication mail box directly go t
top management. The process of reporting is under control of the Company’s
information safety system. Violation of confidentiality will be judged according 1
the reward and disciplingystem

| box
dure of

s from

by

o the

(0]

4. Information Disclosul

(1) Disclosure of corporate conduct and
ethics policies and such execution on
the company’s website and the Market
Observation Post Systt

\%

The Company has disclosed information of corporate conduct and ethics on the of
website and published on the Market Observation Post System.

None
icial

5. If the company has established the Code of “Ethics and

Business Conduct” based on “Corporate Conduct and Ethidce Principles for TWSE/GTSM Listed Companie

please describe any discrepancy between the policies and their implementation:
The Companhas already stipulated Ethics and Business Co and implemented it accordint

6. Other important information to facilitate better understanding of the companyorate conduct and ethics compliance pract

(1) The Company provides promotion and training programs on service regulations to employees to facilitate employees’ better understanding of the Company’s determ

policies, prevention measures on corporate conduct and ethics as well as the results of violation.

(2) Suppliers, vendors and partners are required to follow the Company’s service regulation and to report the violation or unethical conduct of the Company’s employees.
(3) Please refer to the section of “Implementation of Corporate Social Responsibility” in this annual report and “Corporate Social Responsibility Report” on the official we

more informatior

Note 1: Whether “Yes” or “No” has been selected for the implementation status, a description shall be made in the summary.

4.7 Principles and relevant regulations on corporate governance of the Company can be found at the official website http://www.micb2b.com. Please refer to the
section of “Implementation of Corporate Governance” in this annual report.

4.8 Other important information to facilitate better understanding of the company’s corporate governance: None
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4.9 Internal control system executio

4.9.1. Internal control statement

Marketech International Corp.
Internal Control Statement
Date: February 18 2019

Based on the results of examination from the 2018 internal control system of the company,
the following are stated:

V.

The company is ascertain of the establishment, implementation and maintenance of the
internal control system of the company in terms of the responsibilities of the board of
director and the managers as the company has already established such system. The
objective is to, within a reasonable range, ensure operation results and efficiency
(including profitability, performance and the protection of asset safety); the reliability,
timeliness and transparency of reports; and compliance of relevant rules and
regulations.

. There are still natural limitations of the internal control system regardless of the

comprehensiveness of the design. The effectiveness of the internal control system can
only provide reasonable guarantees to the goal-achievement of the three
aforementioned objectives; also, due to the environmental and situational changes, the
effectiveness of the internal control system may alter. Still, the internal control system
of the company is set with a self-supervision mechanism. Once the defect is detected,
the company will adopt a corrective action for modification.

With the reference of the content of determination within the “Guidelines of the
Internal Control System of Public Company” (hereinafter referred to as *“the
Guideline”), the effectiveness of the design and the implementation of internal control
system shall be determined. The evaluation items that the Guidelines has adopted for
internal control refers to the management and control process, where the internal
control system is divided into five constituents: 1. Environment control; 2. Risk
assessment; 3. Control operations; 4. Information and communication, and; 5.
Supervision. Each constituent would contain several other items. For the
aforementioned items, please refer to the regulations of the Guideline.

The Company has already adopted aforementioned internal control assessment items to
evaluate the design of internal control system and the efficiency of implementation.

V. Based on the results of aforementioned assessment, the Company believes that the

VI.

internal control system (including the supervision and management of subsidiaries) it
has adopted on the 31of December 2018 ensures an effective design and
implementation of relevant internal control measures, where the objectives of
understanding the operation results and efficiency, providing reliable, on-time and
transparent reports, and ensuring the compliance of relevant rules and regulations can
all be reached.

This statement will become the main content of the annual report of the company and
an open statement for the public. In the event of any faking or illegal situations of the
aforementioned content, it shall be obliged with the legal responsibilities stated in
Article 20, 32, 171 and 174 of Securities and Exchange Act.

VII.This statement was approved by the board on Februafy 2819 with the presence of

8 directors without any objection. The rest also agreed with the content of the
statement.

Marketech International Corp.

Chairman of the board: Sung Kao, Hsin-Ming
Signature:

General Manager: Lin, Yue-Yeh
Signature:
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2. Accountant is entrusted to inspect the internal control system shall disclose the inspection
reports of the accountant: None.

4.10 For the last date of the annual report printing of the closest year, there is punishment, main
defect and improvement situations for the internal staff due to violation of the law or internal
control regulations: None.

4.11 For the last date of the annual report printing of the closest year, there were important
resolutions of the shareholders and board of directors.

4.11.1. Important Resolutions at Shareholders’ Meeting

Date

Resolutions

2018/05/30

1. Recognized company 2017 operating report and financial report proposal.
State of implementation: voted and approved before the 2018 shareholders’ meeting.
2. Recognized company 2017 earnings distribution proposal.
State of implementation: a resolution voted before the 2018 shareholders’ meeting approving for
distributed cash dividend of NT$2.5 per share, with cash dividend having been distributed as of July 25,
2018.
3. Approved amending company “endorsement, guarantee operating procedure” proposal.
State of implementation: a resolution has been approved before the 2018 shareholders’ meeting, with
relevant matters having been executed per the amended endorsement, guarantee operating procedure.
4. Approved amending company “capital lending to other operating procedure” proposal.
State of implementation: a resolution has been approved before the 2018 shareholders’ meeting, with
relevant matters having been executed per the amended capital lending to others operating procedure.
5. Approved amending company “acquiring or liquidating asset processing procedure” proposal.

State of implementation: a resolution has been approved before the 2018 shareholders’ meeting, with
relevant matters having been executed per the amended acquiring or liquidating asset processing
procedure.

4.11.2. Important Resolutions at Board of Directors’ Meeting

Date Resolutions
2018/01/2- 1. Approved company 2018 authenticating certified public accountant and whose CPA offic@snitete
review proposal.
2. Approved company wage remuneration commitielemitted managers 2017 yearend and performance
proposal.
3. Approved company wage remuneration committelemitted supervisor's stipend amount adjusti
proposal.
2018/01/3' 1. Approved company capital lending proposal to its subsidiary eZoom Information, Inc.
2018/02/2- 1, Approved company 2017 individual financial report and consolidated financial report proposal.
2. Approved company adopting the international financial reporting aitenimber 9 “financial tools” ar
number 15 “income derived from customer contacts”, for the impact to company and its subsidiaries’
on the ledger starting date of Jan. 1, 2018.
3. Approved company 2017 operating report proposal.
4. Approved company 2017 directors and employees’ remuneration distribution proposal.
5. Approved company 2017 earnings distribution proposal.
6. Approved company 2017 internal control affidavit proposal.
7. Approved company 2018 scheduled shareholders’ meeting convening date and convening reason proposal.
8. Approved company capital lending proposal to its subsidiary MIC-Tech (Wuxi) Co., Ltd.
9. Approved company bank financing line of credit guarantee proposal to its subsidiari@scii¢Shangha
Corp., Ltd. and Mic-Tech Electronics Engineering Corp.
10. Approved company reinvesting in eZoom Information, Inc. proposal.
2018/03/3' 1. Approved new share issue proposal for exercising comisamgd employee share pledging certificates
common shares.
2. Approved new share issue proposal for converting comisaed local third unsecure convertible corpc
bonds into common shares.
3. Approved company job ranking/titte amendment proposal.
4. Approved company personnel promotion proposal.
5. Approved company managers wage adjustment proposal.
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Date

Resolutions

2018/04/1 1. Approved company capital lending proposal to its subsidiary Mic-Tech (Wuxi) Co., Ltd.

2. Approved company receiving Ennoconn International Invest@entLtd. notice on an open solicitation
company common shares, by conducting validation and review on Hua 'Chgegtity and financie
standing, fairness of the acquisition terms and the rationality on source of acquisition capital, and als
a recommendation proposal on the current acquisition to company shareholders.

2018/04/9 1, Approved company articles of incorporation amendment proposal

2018/05/3° 1.  Approved the Company's cash dividend distribution base date.

2. Approved the Company’s bank financing quota.

3. Approved the proposal of having Company become the bank financing guarartersabsidiarie

MIC-Tech Electronics Engineering Corp., MIC-Tech (Shanghai) Corp. Ltd., andTst&-(WuXi) Corp
Ltd.

2018/07/0° 1 Approved the purchase of ordinary stocks with issued employee stock option for the issuance of new share:

2. Approved the corersion of the 3rd offering of domestic unsecured convertible corporate bont

ordinary shares for issuing of new shares.
3.  Approved the proposal of increasing the establishment and maintenance budget of the Company’
in Southern Taiwan Science Park (STSP).

4.  Approved the proposal of increasing the Company’s investment to its subsidiary Integrated Manu
& Services Co., Ltd.

5.  Approved the proposal of having Company become the bank financing guarantor of its st
MIC-Tech Electronics Engineering Corp. and MIC-Tech (Shanghai) Corp. Ltd.

2018/08/0 1. Approved the proposal of having Company become the bank financing guarantor of its suk
MIC-Tech (Shanghai) Corp. Ltd., MIC-Tech Electronics Engineering Corp., i (WuXi) Co., Ltd
and Shanghai Maohua Electronics Engineering Co., Ltd.

2. Approved the Company’s bank financing quota.

3.  Approved the proposal of having the Company loaned money to its subsidiary eZoom Information Inc.

2018/08/2° 1.  Approved the proposal of increasing the Company’s investment to its subsidiary “eZoom Information Inc.

2. Approved the proposal of having the Company provided product sales guarantee to Japan Pionict

for its subsidiary Shanghai Machua Electronics Engineering Co., Ltd.

3.  Approved the proposal of img the Company provided TPP3 Project guarantee to Special Triump

Bhd. (Malaysia).

4.  Approved the distribution of management personnel’s remuneration of 2017.

5.  Approved the change of food allowance of the Company’s management personnel.

2018/10/00 1.  Approved the purchase of ordinary stocks with issued employee stock option for the issuance of new share:

2. Approved the conversion of the 3rd offering of domestic unsecured convertible corporate bo

ordinary shares for issuing of new shares.

2018/11/1 1. Approved the Company's bank financing quota.

2. Approved the proposal of selling the Company’s shares of ACM Research Inc.

3.  Approved the proposal of having the Company purchased the shares of Marketech International Sdn. Bhd.

4.  Approved the promotion of the Company’s personnel.

2018/12/2 1 Approved the Company’s bank financing quota.

2. Approved the proposal of having Company become the bank financing guarantor of its suk

MIC-Tech (WuXi) Co., Ltd. and eZoom Information Inc..

3.  Approved the proposal of hagnCompany become the bank financing guarantor of its reim

subsidiary MARKETECH INTERNATIONAL SDN BHD.

4.  Approved the Company's 2019 Audit Plan.

5.  Approved amendments to the Company's accounting system.

6.  Approved the purchase of ordinary stocks with issued employee stock option for the issuance of new shares

7.  Approved the conversion of the 3rd offering of domestic unsecured convertible corporate bo

ordinary shares for issuing of new shares.

8.  Approved the proposal of commissioning PwC Taiwan to leamdrks related to the certification of 1

Company’s financial statements and of the profit-seeking enterprise income tax.
9. Approved the proposal of having the Company acquired the shares of Taiwan Special C
Corporation.
2019/01/2. 1. Approved the proposal in regard to the yead and performance bonus of the Company’s manag

personnel proposed by the Company’s Remuneration and Compensation Committee.
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Date Resolutions

2. Approved the independent review of CPAs (certified public accountant) and accounting firmehdvety

belong in 2019.

Approved the Company’s bank financing quota.

4.  Approved the proposal of having Company become the bank financing guarantor of its suk
MIC-Tech Electronics Engineering Corp. and MIC-Tech (Shanghai) Corp. Ltd.

5.  Approved the acacellation of the endorsement/guarantee provided by the Company to its su
Marketech International Sdn. Bhd.

w

2019/02/1 1, Approved the Company's 2018 Individual Financial statements and Consolidated Financial Statements.

2. Approved the Company's adopti of IFRS 16 “Leases” and the financial influences thereof ti
company and its subsidiaries on 1 JAN 2019.

3. Approved the Company's 2018 Distribution of Compensations of Board Directors and Employees.

4. Approved the Company's 2018 Earnings Distribution.

5. Approved the Company's 2018 Internal Control Statement.

6. Approved the date of, location of and reasons for holding the Company’'s 2019 Shareholders’ Meeting.

7. Approved the reelection of the Company’ board directors.

8. Approved the stipulation of the nomination period of to-be-reelebtend directors and independ
directors in 2019.

9. Approved the Company's 2018 Distribution of Special Bonus.

2019/03/1 1, Approved the case of re-election of candidates by the directors and independent directors of the Company i
2019.
2. Approved company 2019 scheduled shareholders’ convening reason proposal.
2019/03/20 1.  Approved the case of re-election of candidates by the directors of the Company in 2019.

2019/0402 1, Approved company 2017 individual financial report and consolidated financial report proposal.
2. Audited the case of relection of candidates by the directors and independent directors of the Corr
2019.
3.  Approved the case of dismissal of non-competition restrictions on newly elected directors.
4.  Approved the case of mending the Company's “Procedures for Acquisition or Disposal of, Assets
“Procedures for Endorsement and Guarantee” and “Procedures for Lending Funds to Other Parties”.
5.  Approved the Company’s bank financing quota.
6.  Approved the proposal of having the Companmpviled product sales guarantee for its subsit
Marketech Integrated Pte. Ltd.
7.  Approved the purchase of ordinary stocks with issued employee stock option for the issuance of new shares
8.  Approved the conversion of the 3rd offering of domestic unsecuoeslettible corporate bonds ir
ordinary shares for issuing of new shares.
20190%/08 1. Approved the proposal of having Company become the bank financing guarantor of its suk
MIC-Tech (WuXi) Co., Ltd., MIC-Tech Electronics Engineering Corp. and MIC-Tech (Shanghai) Corp. Ltd.
2. Approved the proposal of having the Company loaned money to its subdithakgtech Integrated Pi
Ltd.
3. Approved the proposal of investing Stek Co., Ltd.

4.12 For the last date of the annual report printing of the closest year, there were disagreements with
recorded or written statements for the passing of important resolutions by the directors or
supervisors. The main content consists: None.

4.13 For the last date of the annual report printing of the closest year, the compilation of the

resignations and dismissals of director of the board, president, accounting supervisor, financial
supervisor, internal auditing supervisor and R&D supervisor: None.
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5. Information Regarding the Company’s Audit Fee and Independence

Name of t?ﬁrﬁccountants Accountant’'s name Auditing period Note
. Chang Weng Jan. 1, 2018 — Dec. 31,
PWC Taiwan Shu-Chiung Shih-Jung 2018 None

Note: If there is any change of accountant or accounting firm in the year, the inspection period shall be listed separately
and specified the reason of the change in the column of “Note.”
Unit: NTD/thousand

Public expense ) )
Amount Audit Fee Non-audit Fee Total
1 | Below 2,000 0 460 460
2 | 2,000 (included)g 4,000 0 0 0
3 | 4,000 (included) 6,000 0 0 0
4 | 6,000 (includedj 8,000 6,157 0 6,157
5 | 8,000 (included) 10,000 0 0 0
6 | Above 10,000 (included) 0 0 0
Note 1: Audit fee refers to the payment for the certification of the auditing, revision and tax certification for the
accountants.

5.1 If the audit fee is above 1/4 in terms of the payment to the accountants, the firms that the accountants
belong to and the non-audit fee of the affiliated companies, the audit fee and non-audit fee amount as
well as the content of the non-audit service shall be disclosed: There is no such situation. )

5.2 If there is a decrease of audit fee in comparison to the audit fee of the previous year or the changln% of
accounting firm, the audit fee amount and reason of the year and the previous year shall be
disclosed: There is no such situation. ) )

5.3 If the audit fee is less than more than 15dpercent comparln%to the one of the previous year, the reduced
amount of the audit fee, the proportion and the reason shall be disclosed:There is no such situation.

6. Information on Replacement of Certified Public Accountant _
If there is any change in terms of the accountant in the latest two years and the previous year, the
following items shall be disclosed.

6.1 About the previous accountant
Date of chanc March 31, 2017
Due to the structural organizational adjustmer
Reason of the change and descriptidtricewaterhouseCoopers Taiwan, the company certification accountant
of 2017 is changed tChang, hu-Chiunc andWeng, Shil-Junc.

Party

Description of the termination or  [Situatior Accountant Appointed to

non-appointment of the entrustee ofActive termination of appointme ‘
accountant No further appointmens accepte: |Not avaliable
(continued

Reason and opinion of approved audit re

without further opinion of the latest two ye Not avaliable

Accounting principles or practices
YES Disclosure of financial repc
Disagreement with the publisher Audit scope or procedure
Othel
None \
Descriptior Not avaliabl:

Other disclosut ]
(The discloser shall be included bagiidne
on Article 10.5(4) of the Guidelii

6.2 About the successor-account

Firm name PricewaterhouseCoopers Taiwan
Accountant name Chang, Shu-Chiung and Weng,Shih-Jung.
Appointment date March 31, 2017

For the accountant of particular transac
before the appointment, the management
approach or accounting principles and tfiot avaliable
counselling and results of the approval pf
the financial report.

Written opinions of th
successor-accountant against the previgust avaliable
accountan
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6.3 Reply of the previous accountant towards Article 10 Paragraph 5 Item 1 and 2-3 of “Guidelines of

Mandatory Recordings in the Annual Report of the Public Company”.

7. The Chairman, President and the Manager in charge of finance or accounting matters who
has worked for the independent auditor or related parties in the most recent year

8. Information on shareholdin

Heads and

Shareholders Wiﬁ\

printing of the annual report

8.1 The equity changes or modification of pledge of the directors, supervisors, managers and shareholders

with more than 10% of the shares.

Unit: share

transfer and pledge by Directors, Supervisors, Department

over 10% shareholding in the most recent year and up to the

2018 Till March 31, 2019
Title (Note 1) Name The increased The increased The increased The increased
(decreased) number(decreased) numberdecreased) numberdecreased) number
of possessed sharesof pledged shareg of possessed sharesof pledged shares|

sharehoder(Note 2) || TS0 Con Lt (Note d) _ 83468.613 0 0 0
Director (Two seats) Ji-Xuan Investment Corp. (8,000,000) 0 0 0
Director E-Win Investment Compan (6,000,000) 0 0 0
Independent director | Wu, Chung -pao 0 0 0 0
Independent director Lu, Zong-Jenn 0 0 0 0
Independent director Lin, Hsiao-Ming 0 0 0 0
Director Ma, Guo-peng (619,000) 0 0 0
Director Hsiao, Min-chih 0 0 0 0
Director Cheng, Chin-chuan 0 0 0 0
Chairman and CEO |Kao,Hsiu-Ming (2,000,000) 0 0 0
President Lin, Yue-yeh (3,090,685) 0 0 0
Presentative of Directp€huang Yen-Shan (Note3) (139,444) 0 0 0
Group GM Chen Jian-Tsuen (Note 4) 40,000 0 0 0
Group VGM Wei Jian-Ming 0 0 0 0
Divison GM Huang, Zhong-wen (Note 4 17,500 0 0 0
Divison GM Chang Ruei-Ru  (Note 4) 35,000 0 0 0
Divison VGM Li Ruei-wen (8,000) 0 0 0
Divison VGM Lin Chih-jen (Note 5) (2,000) 0 0 0
Divison VGM Lu Chien-kuo (Note 5) 0 0 8,000 0
Divison VGM Hsu Ta-chang (Note 5) 15,000 0 0 0
Divison VGM Lo Ssu-yuan (Note 5) 0 0 0 0
Divison VGM Tseng Lieh-huang (Note 5) 0 0 0 0
Divison VGM Hou Kun-you (Note 6) 0 0 0 0
Divison VGM Yang Yuan-zhi (Note 6) 0 0 0 0
\éir%%ﬁsgar;?eranhsieh, Ming-Ju 20,000 0 0 0
Accounting SupervisofZhong, Chi-wen 22,500 0 0 0
Notg 2. Eanaoan Imornahons! Inaasmant o Lid: has maore e 1056 of e ShaIae which mokas it e Plogoet Sherenaider - Scparatel.
Note 4 ﬁhf@“u%%g%‘éﬁ%”;?\?v‘eﬁ°a’ﬂﬁa8 A DU hEe ban BromGtedl fo, ERorpriSE DhGion residants on Aprl 11 018, ¢ Of drector ffom June 29, 2018.
NoLE & Wi ot Kueyou and /ot 3 uan-zii have begn promoted 10 Enarpras Bivibn Vice PraBaants on Oeton 1. 2018 " ¥ o Fresiienton Apri 1, 2018
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8.2 Equity transfer

Unit: TWD
Name (Note 1) trar?s?gfrggtg (e’\?gtiéy:) Date Shareholder Relaionship | No. of shares| Price
Ji-Xuan Investment Corp Disposal 8,000,000
Probeleader Co., Ltd. Disposal 6,000,000
Kao,Hsiu-Ming Disposal May 15, | Ennoconn International | Public 2,000,000 o5
Lin, Yue-yeh Disposal 2018 |Investment Co., Ltd. acquirer 4,000,000
Chuang Yen-Shan(Note3| Disposal 139,444
Ma, Guo-peng Disposal 619,000
Note 10 Please note that director, supervisors, managers and shareholders who hold more than 10% of the shares.

Note 20 Please note that acquisition or disposal the shares. ) B . )
Note 30 Ji Shuan Investment Company’ representative who was Mr. Chuang Yen-Shan resigned the position of representative of director from June 29, 2018.

8.3 Share pledge
Directors, supervisors, managers and other shareholders with more than 10% of shares have
no right to pledge.
9.Relationship information among the Top Ten Shareholders and any one is a
related party pr a relative within the second degree of kinship of another
April 01, 2019
Unit: SharegEp’

Shareholding Total Relationship with the 10 largest
Personal of the spouse| shareholding| shareholders or relationship as the
shareholding and under age| using other’s | spouse or second lineage. Title o
Name (Note 1) childrer nam name and relationship (note 3) | Qther
Percenta| Percent| No. Percent :
gﬁégs ge of gﬁégs age of of age of orTrI;[IaGme Relationship
shares shares | shares| shares ( )
Ennoconn intemationa) - g3 468,613 44.95 0| 000" 0| 000
Investment Co., Ltd. ’ ,*O %0 'OO~ 20| "0 .OO~ 0 | "0 .OO~ None None None
Lou, Chao Tsung ) ) )
Director of Ji-Xuan .
11,005,795 5.93" 0 0.00” 0| 0.00 N Person in charge of
Investment Corp 010513 *1.08 0 | *0.00" 0 | 0,00 Kao,Hsiu-Ming the compang/ None
Kao,Hsiu-Ming T ) ) )
Drecor of EWin | §647112| 358" 0| 000 0 0007 | o Personin charge of
Investment Company: |+ 986,007| *3.22" *0 | *0.00" *0 | *000” | MY the company one
Lin, Yu-yeh T
- « Probeleader Co| * Person in charge
Lin, Yu-yeh 5986,097| 3.22° 0| o000 0| 000" |  Ld ofthe company | None
* Lin, YirYao relatiorshig
. . « Mother and son
Director of Ji Chan ~ A
InvesmentCompgny: 2,198,955 1'51~ 0 0'00: 0 0'00: * KaoHsu-Ming | in relationship None
: *2,393,492| *1.29 *0 | *0.00 *0 | *0.00 * Sung, Feng-Pei « Sisters
Song, Bing-Zhong T relationthip
Lin, Yu-Yao 2,449515| 1.37 0| 0.00 0| 0.00 Lin, Yu-yeh Brothers None
* YaTai  Personin charge
Investment of the company
- Company « Mother and son
Song, Bing-Zhong 2,393492| 1.29° 0| 0.00 0| 0.00 Yang,Yi-Shun inrelationship None
« Kao,Hsiu-Ming « Sisters
* Sung, Feng-Pei relationship
YaTallnvestment 5155000 116" 0| o000 0| oo
Company *232,000| *0.12” *0 | *0.00” *0 | *0.00” None None None
Yang Yi-Shun ’ ) ) )
. JiXuan « Personin charge
Investment Corp: of the company
- . Kao,Hsiu-Ming * Mather and son
Kao,Hsiu-Ming 2,010,513 1.08" 0| 0.00 0| 0.007 A Son in relationship None
Bing-Zhgrilg « Mother and
. Do daughterin
Sung, Feng-Pe) relationship
« Mother and
¢ Kao,Hsiu-Ming daughterin
Sung, Feng-Pei 1,959,734| 1.06 0| 0.00 0| 0.0 + Song, relationship None
Bing-Zhong « Brothers
relationship
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*The No. of shares and the percentage of the shares by each of the individuals.

Note 1: The ten largest shareholders shall be listed. Corporate shareholders shall be listed with the name and the name of the representative.

Note 2: The calculation of the percentage of the shares refers to the calculation of the percentage of the shares with its name, the spouse’s, the
underage children’s or with others’ names.

Note 3: The aforementioned shareholders include corporates and natural persons. The relationship between each other shall be disclosed in the
financial reports of the issuers.

10. The shareholding of the same invested company by the Company, the Directors,
the Supervisors, the Managers or other business that is controlled by the Company

directly or indirectly
December 31, 2018
Unitp Bhar@Ep®

Investments made by Directors,,
Investment of our Supervisors,.Managers apd the Combined investment

Invested enterprises (Note 1) company(Note 1) Company s Dlreptly or Indirectly

Controlled Businesses(Note 2)

No. of shares P;Eﬁgﬁgge No. of shares Per;:;}e;:gge of No. of shares Poefr;:ﬁgﬁgge

Market Go Profits Ltd. 39,569,104 100.00° 0 0.00” 39,569,104 100.007
Marketech Integrated Pte Ltd. 9,235,678 100.00° 0 0.00” 9,235,678 100.00°
Headquarter International Ltd. 1,289,367) 100.00° 0 0.00” 1,289,367] 100.00°
Tiger United Finance Ltd. 1,410,367) 100.00° 0 0.00” 1,410,367) 100.00°
MIC-Tech Global Corp. 131,560, 100.00° 0 0.00” 131,560, 100.00°
MIC-Tech Viet Nam Co., Ltd. 0 100.00 0 0.00” 0 100.00
Marketech Co., Ltd. 0 100.00 0 0.00” 0 100.00
Marketech Engineering Pte. Ltd. 421,087 100.00° 0 0.00” 421,087 100.00°
'\C/'gr;']‘s;iihl_'m%ﬁ“ed Maufacturing 1,400,000 100.00° 0 000%| 1,400,000 100.00°
eZoom Information, Inc. 20,000,000 100.00° 0 0.00” 20,000,000 100.00°
Marketech International Sdn. Bhd. 12,242,750 100.00° 0 0.00” 12,242,750 100.00°
Marketech Netherlands B.V. 300,000, 100.00° 0 0.00” 300,000, 100.00°
PT Marketech International Indonesia 1,199,000 99.92° 1,000 0.08” 1,200,000 100.00
IADAT Technology CO., LTC 2,000,000 30.30° 2,700,000 40.917 4,700,000 71.217
MIC-Tech Ventures Asia Pacific Inc. 0 0.00” 39,466,604 100.00° 39,466,604 100.00°
mg.rketech Integrated Construction Co., 0 0.00" 28,500 95.00° 28,500 95.00°
MIC-Tech (WuXi) Co., Ltd. 0 0.00” 0 100.00° 0| 100.000
MIC-Tech (Shanghai) Co. Ltd. 0 0.00” 0 100.00° 0 100.00°
Fuzhou Jiwei System Integratedy Co., Ltd. 0 0.00” 0 100.00° 0 100.00°
MIC-Tech Electronics Engineering Corp. 0 0.00” 0 100.00° 0 100.00°
m:jC—Tech China Trading (Shanghai) Co., 0 0.00° 0 100.00° 0 100.00°
SKMIC(WUXI) CORP 0 0.00” 0 49.007 0 49.007
Russky H.K. Limited 0 0.00” 833,000 100.00° 833,000 100.00°
Shanghai Puritic Co., Ltd 0 0.00” 0 87.007 0 87.007
ggﬁr:_%ao M&E Engineering(Shanghai) 0 0.00" 0 100.00" 0 100.00°
Frontken MIC Co., Limited 0 0.00” 2,337,608 100.00° 2,337,608 100.00°
Frontken MIC (WuXi) Co. Ltd 0 0.00” 0 100.00° 0 100.00°
MICT International Limited 0 0.00” 5,400,000 60.00” 5,400,000 60.00”
:_r:ge.grated Manufacturing & Services Co. 0 0.00° 0 60.00° 0 60.00°
Glory Technology Service Inc. 5,510,305 29.24° 0 0.00” 5,510,305 29.247
MIC Techno Co., Ltd. 200,000 20.007 120,000 12.007 320,000 32.007
Leader Fortune Enterprise Co., Ltd. 0 0.00” 303,000 31.43 303,000 31.43
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Investments made by Directors,,
Investment of our Supervisors, Managers and the
company(Note 1) Company s Directly or Indirectly|
Controlled Businesses(Note 2)

Combined investment
Invested enterprises (Note 1)

No. of shares Percentage No. of shares Percentage of No. of shares Percentage
of shares shares of shares
Macrotec Technology(Shanghai) Co.LTD| 0 0.00” 0 31.43 0 31.43

Note 1: The above investments are recognized by equity method.
Note 2: Investments made by the Company'’s directly or indirectly controlled business refers to investment made by the Company’s directly or
indirectly controlled subsidiary through equity method.

Part 4. Capital Overview

1. Capital and Shares

1.1 Sources of the capital for shares

The sources of the capital for the shares issued by the company in recent years and by the print date of
the annual notice are as follows:

ares
lssue Rated capital for shar | Actual received capital for shai Note
mmlyy price Shares Amount Shares Amount Source of the capital Slkl ml wrtche
chengediomheeuly brempbyessdibends 394 500
Jan. 201§ 10 250,000,000 2,500,000,00p 177,016,429 1,770,164,29 oo 1ae6r | N/A- [Notel
chengediomheeuly brampbyessdiends 374,000
Apr. 2018 10 250,000,000 2,500,000,000 178,261,604 1,782,616, 04 i rreciomten/iroomos 87217¢ N/A  |Note2
Jul. 2018 10 250,000,000 2,500,000,000  178377,068 1,783,770 68 e incntemtecivoonorenn aer VA |Noe3
Oct. 201§ 10 250,000,000 2,500,000,000 184,097,147 1840971477 mEneat T NsAET P NA - |Noe4
Jan.2019 10 250,000,000 2,500,000,000  18559126f1 1855912 64fm MEITHEAADAIDESAEEE EONA |Note
Apr. 2019 10 250,000,000 2,500,000,000 18569042 1856904 24ffmed i ien e IbesAin® [P N/A |Note§
Note 1: Jin-Sho-Shang-Zi No. 10701007870 letter issued on January 23, 2018
Note 2: Jin-Sho-Shang-Zi No. 10701042540 letter issued on April 30, 2018
Note 3: Jin-Sho-Shang-Zi No. 10701089290 letter issued on July 30, 2018
Note 4: Jin-Sho-Shang-Zi No. 10701132800 letter issued on October 17, 2018
Note 5: Jin-Sho-Shang-Zi No. 10801007010 letter issued on January 19, 2019
Note 6: Jin-Sho-Shang-Zi No. 10801045290 letter issued on April 22, 2019
Apr.01,p@EYnit; shares
Rated capital for shat
Issued shares (no
Share type . Note
: oTC Unissued shargs  Total
Listed (note) (counter Total
Registered ordinar
g share 185,690,424 0 185,690,424 | 64,309,576 250,000,000 N/A

Note: Please note that a share belongs to the listed one or trade OTC. (If it is restricted to be listed or trade OTC,
then it should be noted.)

Related information of General Application System: not applicable

1.2 Structure of shareholders _ .
For ordinary shares, the price of each share is 10 dollars Apr. 01, 2019
Unit: shar; persom ®

cture of SharGhOIdGrSGovernment Financial Other juristic . F(_)re!gn
Number - Individual |constitution an Total
agency constitutions person forei
oreigne|
Number (person) 1 1 53 9,928 47 10,030
Number (shar¢ 3,03¢ 303,00( 111,374,79 68,932,97 5,076,61. 185,690,42
Ration of shareholding (¢ 0.0C~ 0.1€~ 59.9¢~ 37.117 2.747 100.0(~

1.3 Allocation of shares
For ordinary shares, the price of each share is 10 dollars  Apr. 01, 2019
Unit: shar; personp®

Shareholding level Shareholder (persons Number (shares) Shareholding ration (%)

1 to 999 1,697 423,071 0.23~
1,000 to 5,000 6,447 13,091,162 7.05”
5,001 to 10,000 960 7,764,346 4.18~
10,001 to 15,000 287 3,691,810 1.997
15,001 to 20,000 192 3,676,027 1.937
20,001 to 30,000 170 4,395,273 2.37°
30,001 to 40,000 69 2,464,597 1.33"
40,001 to 50,000 44 2,039,344 1.107
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Shareholding level Shareholder (persons Number (shares) Shareholding ration (%)
50,001 to 100,000 80 5,734,213 3.097
100,001 to 200,000 42 5,778,755 3.117
200,001 to 400,000 18 5,072,739 2.73"
400,001 to 600,000 8 4,166,149 2.24"
600,001 to 800,000 2 1,475,000 0.79~
800,001 to 1,000,000 1 839,422 0.45~
Abovel,000,001 13 125,178,516 67.417
Total 10,030 185,690,424 100.007

1.4 Name list of major shareholders

The names, shareholding numbers and ratios of the shareholders who hold more than 5% of total
shares or have the shareholding ratios which rank top 10 are as follows:

Apr. 01, 2019
. Share Share held (shares) Shareholding ratio (%)

Names of major sharehol

Ennoconn International Investment Co., Ltd. 83,468,61. 44 .9~
Ji-Xuan Investment Corp 11,005,79 5.9¢"
E-Win Investment Company 6,647,11 3.5¢"
Lin, Yu-yeh 5,986,09 3.227
Ji Chang Investmen t Company 2,798,95! 1.517
Lin, Yu-Yao 2,449,51 1.3z
Song, Bing-Zhong 2,393,49 1.2¢7
Ya Tai Investment Company 2,150,001 1.1€¢7
Kao,Hsiu-Ming 2,010,51 1.0¢
Sung, Feng-Pei 1,959,73 1.0€”

1.5 Market Price, Net Worth, Earnings, and Dividends per Share of the Past Two Years
UnitpENT$pBhousand sharpEp®

ltem 2017 2018 Jgglg(tﬁgf:gsl'
) Highest Market Price(Note 1) 45.8( 82.8( 58.4(
'\Sﬂﬁglr(:zﬁ&gel? Lowest Market Price(Note 1) 28.2( 37.1C 44.8°¢
Average Market Price(Note 1) 37.9¢ 56.4( 53.02
Net Worth per |Before Distribution 29.0¢ 30.5¢ Not Applicable
Share(Note 2) |After Distribution(Note 2) 26.56Note2) | 2753(Note2) | Not Applicable
Weighted Average Shares 173,06¢ 180,06. 185,64!
. Earning (loss) per share (before
Eﬁ;r;ggs per retroac%iée ad)jlﬁ)stment)(l\l(ote 3.77 4.40 0.81
Earning (loss) per share (after the 377 4.40 Not Applicable
retroactive adjustment) (Note
Cash Dividends 2.50(Note2) 3.00(Note2 Not Applicable
givtid.en((jjséron_ 0 0 Not Applicable
. L etained Earnin
g;}vgcrlsnds per |Stock Dividends Dividends from 0 0 Not Applicable
Capital Surplu
Accumulated Undistribute .
Dividends(Note ¢ 0 0 Not Applicable
Price - Earnings Ratio (Note 5) 10.0¢ 12.82 Not Applicable
E?/teusrtnm%nnt Price - Dividend Ratio(Note 6) 15.20Note2) | 18.80Notez) | Not Applicable
Cash Dividend Yield Rate(Note 7) 6.58% Note2) | 5.32% NoteZ) | Not Applicable

Note 1:The highest and lowest market Price for common shares of the year, where the averaged market

based on the annual trading value and volume. Relevant information are collected from Taipei

Securities Market) and Taiwan Stock Exchan%e Corporation

Note 2:Refers to the number of issued shares at t

e en

Meeting; 2018 Profit Distribution is not yet finalized at Shareholders' Meeting. _ )

Note 3:Earning per share before and after the adjustment shall be listed if retroactive adjustment is made due to stock grant.

The annual weighted average outstanding shares shall be used to adjust the number of increased shares, which are

considered as the result of capital increase by earnings. o o

Note 4: Regarding the issuance of egunF\]/ securities, if it is regulated that undistributed dividend shall be accumulated and
, the

released as the annual dividen

stated until the end of the year. ) ) )
Note 5: Price-Earning Ratio =average closing price per shareof the year / earnmg per share.

Note 6: Price-Dividend ratio =average closing price per share of the year / cash div
Note 7: Cash Dividend Yield Rate = cash dividend Ber share / averaged closing price per share of the |?)/ear
Note 8:The net value and earning per share shall
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rices are calculated
xchange (GreTai

of the year and the distribution finalized at Annual Shareholders'

undistributed dividend and annual dividend shall have the undistributed dividend

y the accountant in the




most recent quarter up to the printing of the annual report; other columns shall fill the annual information up to the
printing of the annual report. Aforementioned net value per share and earning per share (or basic earnlngJ)er share
shall be revealed on the 2017 and 2018 consolidated financial statement certified by the accountant and 2019 Q
consolidated financial statement certified by the accountant.

1.6 The dividend application status
1.6.1. The policy

Article 20 of the Article of Incorporatioa

If there is any surplus profit of the year, the Company shall firstly pay directors’ remuneration, which shall
not exceed 3%. Then 1% to 15% of the remaining amount shall then be paid as employees’ remuneration.
However, if the Company has any left-over deficit, the amount to make up the deficit shall be reserved in
advance.

Upon closing of accounts, if there is surplus profit, the Company shall firstly pay the business income tax,
make up the losses for preceding years and then set aside a legal reserve and special capital reserve of 10% of
the net profit. Then the remaining profit shall be added with the remaining profit of precedent year. The Board

of Directors shall draft a surplus distribution proposal, in which will be submitted to shareholders’ meeting to
decide whether to distribute or reserve the surplus profit.

However, if cumulative legal reserve already reached the total amount of the Company’s capital, shall not be
limited by the regulation.

Article 20-1:

The appointed profit shall not exceed 50% to ensure that the development needs of future operation and
security of the financial status could be optimized for the Company to response to the overall environment
development and the features of industry growth.

1.6.2. The proposed appointment

In TWD dollar
Subject Amount
Unappropriated earnings at period ¢ p31,385,552,685
Deduction:Effects of retrospective application and retrospeq 19,315,469
restatement (Note 1) ( 385,785)
Deduction: Adjusted un-appropriated earnings in 2018(Not¢ 2) 1,404,482,369
Unappropriated earnings after the adjustment 792,581,914
Increment: Net income in 2018 ( 79,258,191)
Deduction: Legal reserve 2,117,806,092
To-be- appropriated earnings in total
Appropriation item(s): (Note 3) ( 556,773,792)
Shareholders’ dividend — Cash 3.00 / per share p®1,561,032,300
Unappropriated earnings at period end

Note 1: Refer to financial statements of the present period, where the IFRS 9 and IFRS 15 were adopted for the first time (in 2018). Instead
of re-editing the financial statements, amendments were made thereto to retrospectively recognize the cumulative impact of the
initial application on the adjustment of retained earnings.

Note 2: Refers to re-measurements of defined benefit plans, which was recognized as other comprehensive income due to actuarial
assumption variables of defined benefit / pension plan of 2018 and then transferred into retained earnings, NTD 7,578,503. Besides,
subsidiaries and associated corporation which were assessed with equity method and a reduction of reserved profit from joint share
adjustment, NTD 7,192,718.

Note 3: The distributed profit was generated mainly in 2018 as the priority.

Note 4:Regarding the dividend distribution rate set in profit distribution proposal, if the 3rd offering of domestic unsecured convertible
corporate bonds or employees’ execution of employee stock option affects the Company’s no. of the weighted average outstanding
shares and results in a change of shareholders’ dividend declared ratio, it is hereby proposed at the Shareholders’ Meeting to fully
authorize the Chairman to make an adjustment according to the resolution of the board of directors

Note 5: The distributed cash profit shall be counted only until digit in ones. Digits below shall all be rounded off (shall be rounded down to
an integer). Fractional amount less than one dollar should be recorded

1.6.3. The explanation for severe policy adjusting: None.

1.7 The influence of share appointment:

As the Company’s shareholders’ meeting in 2019 does not have an?/ proposal regarding the
stock dividend distribution, it makes no effect upon business performance, earnings per
share and shareholders’ equity return ratio.

1.8 The dividends and the compensation for directors and supervisors

1.8.1.The percentages or ranges with respect to employee, director, and supervisor
compensation, as set forth in the company's Articles of Incorporation.

Subject to the Article of Incorporation, if there is any surplus profit of the year, the
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Company shall firstly pay directors’ remuneration, which shall not exceed 3%. Then
1% to 15% of the remaining amount shall then be paid as employees’ remuneration.
However, if the Company has any left-over deficit, the amount to make up the deficit
shall be reserved in advance. Upon closing of accounts, if there is surplus profit, the
Company shall firstly pay the business income tax, make up the losses for preceding
years and then set aside a legal reserve and special capital reserve of 10% of the net
profit. Then the remaining profit shall be added with the remaining profit of precedent
year. The Board of Directors shall draft a surplus distribution proposal, in which will
be submitted to shareholders’ meeting to decide whether to distribute or reserve the
surplus profit.

However, if cumulative legal reserve already reached the total amount of the
Company'’s capital, shall not be limited by the regulation.

1.8.2.The basis for estimating the amount of employee, director, and supervisor
compensation, for calculating the number of shares to be distributed as employee
compensation, and the accounting treatment of the discrepancy, if any, between the
actual distributed amount and the estimated figure, for the current period.

(1) The Company’'s 2018 Employees' Compensation and Directors Remuneration were
estimated based on the pre-tax net profit of the year. Employees’ compensation and
directors’ remuneration were recognized as wage expenses.

(2) Accounting treatment for discrepancy between the actual distributed amount and
estimated amount: discrepancy between the amount of remuneration actually
distributed to employees and directors, and the estimated amount in financial
statement shall be considered as changes in accounting estimates and shall be listed
as the loss / profit of next year.

1.8.3.Information on any approval by the board of directors of distribution of compensation:

(1)The amount of any employee compensation distributed in cash or stocks and
compensation for directors and supervisors:

(1.1) Drafted amount of compensation / remuneration to be distributed to employees,
directors and supervisors:

Regarding the 2018 Employees' Compensation and Directors Remuneration,
Board of Director already approved the proposal in the meeting held on February
18 of 2019, where NT$111,000,000 will be distributed to employees as
compensation and NT$11,111,000 will be distributed to directors as

remuneration.
Unit: dollars
Subjec Amount to be appointt
Employees' Compensati-Cash dividenc 111,000,000
Employees' Compensati-Stock dividend 0
Director and supervisor compensa 11,111,000

(1.2) The cause of the difference and the operation:
The 2018 estimated dividends are 111,000,000 dollars and the director
compensation i41,111,00@ollars without any difference.

(2) The amount of any employee compensation distributed in stocks, and the size of that
amount as a percentage of the sum of the after-tax net income stated in the parent
company only financial reports or individual financial reports for the current period
and total employee compensation:N/A
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1.8.4. The actual distribution of employee, director, and supervisor compensation for
the previous fiscal year (with an indication of the number of shares, monetary
amount, and stock price, of the shares distributed), and, if there is any
discrepancy between the actual distribution and the recognized employee,

director, or supervisor compensation, additionally the discrepancy, cause, and

how it is treated.

Unit: TWD
The appointed profit for 018
Item The appointet Estimatec .
a m%% n amoun Difference Cause
Status

1.Cash dividends 89,000,000 89,000,000 0 0
2.Stock dividends

(1)Stock 0 0 0 0

(2)Cash 0 0 0 0
3.Compensation for directc 10,43(,532 10,43(,532 0 0

1.9 Buy-back: None
2. Bonds:
(<) Outstanding Corporate Bond

Types of Corporat Bonc (Note 2)

Third Onshori Unsecure Convertible Bonc (Note 5)

Issu¢ Date

Augus 22, 201¢

Denominatiol

NT$100,00! eact

Issuanc & Tradin¢ Locatior (Note 3)

Not Application

Issue¢ Price

Issu¢ accordin(ta the full amoun of the denominatiol

Total Amount

NT$50C million

Interes Rate

0% Annually

Maturatior Date

Three Years Maturatior on Augus 22. 201¢

Guarante Institution

None

Trustet Fubor Bank’s Trust Departmer
Underwrite! Fubor Securitie Co. Ltd.

Bonc Lawyel 'Yanc-Yi Cheng

Bonc Accountan Lin, Chur-Yac & Chang Sht-Chiunc

Repayment Method

IAccording to the Claus: 6 of the issue anc conversiol methoc of our
company’s third onshore unsecured corporate bond for 2016,

denomination in cash is to be paid upon maturity, except those
when the convertible bond holders convert the bond into comm

securitie company’ busines office in accordanc with Claust 18.

Outstandin Principal Amount

NT$319,900,00

Redemption or Advance Repayment Clause

Pleas refer to the issue anc conversiol methoc of our company”
third onshor unsecure corporat bonc for 2016

Restrictior Clause (Note 4)

Pleas refel to issue anc conversiol method

Credil Ratinc Agency Name Ratin¢ date Ratinc
Outcom

Not Applicable
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stocks in accordance with clause 10 or early redemption from the




Up till the time of the printing of the annuj

18YI0

stocks, overseas depositary receiptothne
securities

sIybry

After the issuanc of the corporat bond the accumulate exercise
report, the amount money of tleenversiolconversion right amount up till the time of the printing of the anpual
(exchange or buyback) of bonds imtmmmorreport is NT$317,100,000.

Issu¢ & Conversiol (Exchang or Buyback
Methoc

payoeny

Pleas refer to the issue anc conversiol methoc of our company’
third onshor unsecure corporat bonc for 2016

methods, issue conditions that may dilute eq
and affect the present shareholders’ equity.

Issue and conversion, exchange or buytrams

Calculati the reméning corporat bonc value accordin¢ to the
ent conversion price if all convertible bonds are exchanged to

bzom common stocks, then our company needs to reissue cdqmmon
stocks of 6,875,939 shares with a capital inflation rate of 3.86%,
which would haxe limited influence on shareholder equity

Entrustei Institution of the Convertibl¢ Bonds

Not Applicable

Notel: Corporate bond issuance process includes the process of public and private equity of corporate bond. The processing of public
equity of corporate bond means the process has been approved and in effect. The processing of private equity of corporate bond
means it has been passed by the Board of Directors.

Note 2: The number of columns can be adjusted according to the number of processing times.

Note 3: For offshore corporate bond holders to fill in.

Note 4: Such as restrictions on the payment of cash dividends, investment abroad or request maintaining a certain equity asset ratio, etc.

Note 5: For private equity holders, please mark in a noticeable manner.
Note 6: For convertible corporate bond, exchange corporate bond, shelf registered corporate bond or equity warrant bond, please disclose

relevant information according to the features in th

e table format.

(" ) Convertible Corporate Bond Information

Unit: New Taiwan Dollar

Types of Corporat Bonc (Note 1)

Third Onshori Unsecure Convertible Bonc

Fromthe beginning of 2019
Item / Year Year 2018 il March 31, 2019 (Note )
) Maximum 300.00 244.00
Market Price of
Convertible Corporate |Minimum 153.00 244.00
Bond (Note 2)
Average 215.21 244.00
Conversion Price 25.70 25.70

Issue Date & Conversion Price at [Issue Date: August 22, 2016
Issuance Conversion Price at Issuance: NT$28/Share

Obligation Method for Executing the
Conversion (Note 3)

Issue new shares

Note 1: The number of columns can be adjusted according to the number of processing times.

Note 2: If there are multiple trading locations for offshore corporate bond, please list the prices according to trading
locations.

Note 3: Deliver issued shares or new shares.

Note 4: The annual information should be filled up to the time of the printing of the annual report.

(3) Shelf registered corporate bond

: None

(4) Information on equity warrant bond: None

3.  Preferred StoclpBNone
4. Global Depository ReceiptpENone
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5. Employee Stock OptionpE

5.1 Unexpired employee subscription warrants issued by the company in existence as of

the date of printing of the annual report, and the effect of such warrants upon
shareholders' equity.

March 31 of 2019

Types of Employee Subscription

< -
Warrants (Note 2) 1*Employee Subscription Warrants of 2015
Report Effective Date July 15, 2015

Issuance (handling) date (Note4 September 11, 2015

Number of issued units 3,956,000 units

Every unit can subscribe one common stock

Percentage of issued subscription o

shares to total issued shares (% 2.2192%(Note 6)

Validity of share subscription

(stock option) September 11, 2017 to September 10, 2021
Method of Performance (Note 3) To issue new shares

Share subscribers may, two years after the second day of the is
date, perform their share subscription according to below schedule.
Period with limitations in share The proportion of performing share subscription accumulated durring

subscription and the ratio (%) th('eo\?tz?rze;::rsécggtlon warrant granting period.

After 3 years 75

After 4 year<10C
Acquired number of shares 2,534,750 shares
Amount of subscribed shares NT$43,425,025
Number of non-subscribed shares 1,264,250 shares

The subscription price of ea
share for people have not yet NT$16.70
subscribed the sha

Percentage of non-subscribed 0
shares to total issued shares (%)(%) 0.6808% (Note6)

The validity employees’ share subscription warrant is 6 years. Share
Effect of warrant upon equity to subscribers shall, starting 2 years after the second day of the issuance
shareholders date, implement it three times in three years, which helps to lesgen
effect on the equity to original shareholders year by year. Therefore,
the dilution effect is somehow limite

Note 1: The status of processing employee share subscription warrants may refer to ongoing public or private
placement for employee share subscription warrants. The ongoing public placement for employee share
subscription warrants refer to those that have become effective, whereas ongoing private placement for
employee share subscription warrants refers to those that have passed resolution of the Shareholders’
Meeting

Note 2: The number of columns shall be adjusted according to the number of times of holding it.

Note 3: Shall note down the consignment of issued shares or issuance of new shares

Note 4: Those with different issuance and hAAAandling dates shall have them listed separately.

Note 5: Those that belong to private placement shall be marked in obvious ways.

Note 6: Here the “total issued shares” in “Percentage of issued subscription shares to total issued shares (%)” is
calculated based on the total number of issued shares up to the printing of the annual report (April 30 of
2019) , which is 185,690,424 shares.

Note 7: The Company'sS1Employee Stock Option Certificates (Share Subscription Warrants) Plan of 2015 was
approved by the competent authority to issue 4,000,000 units. The Company has, on September 11 of 2015,
issued 3,956,000 units. Up to the printing of the annual report (April 30 of 2019), the number of approved
non-issued employee share subscription warranty is 44,000 units.

55




5.2 Up to the printing of the annual report, the name and acquisition / subscription status of managers who have acquired employee sha
bscription warrants and the top ten employees who have acquired share subscription warrants and are eligible to subscribe the shares

April 30, 2019

Number of sharg
subscription with

> Percentage of

Performed (Note 2)

To be Performed (Note 2)

Job Title (Note 1) Name ton share subscriptid quantity of shar| Price of share| Amourt of shargQuantity of shar|Quantity of shar| Price of share An;%:?é of Qu;?;rtg of
thsubscréptlr?n Sutbf‘?”pt'o(;‘ tﬂ th ~ subscription | subscription | subscription |subscriptionto th| subscription | subscription subscription |subscription toth
(thousand sharefptal issued sharéghousand sharels)  (NT$) (NT$1,000) |total issued shar¢gthousand share (NT$) (NT$1,000) | total issued shar
Group GM Chen Chien-Tun
Divison GM Huang Tsung—Wen
Divison GM Chang Jui-Ju
Divison VGM Li Ruei-wen
Divison VGM Lin Chih-jen (Note 7)
Divison VGM Lu Chieh-Kuo (Note 7)
Divison VGM Hsu Ta-chang (Note 7) 16.704
Managers Divison VGM Lo Ssu-yuan (Note 7) 624 0.34% 255 1730 4,369.50 0.14% 369 16.70 6,162.30 0.20%
Divison VGM Tseng Lien-huang (Note )
Divison VGM Hou Kur-you (Note 8)
Divison VGM Yang Yuarzhi (Note 8)
Vice General Manager /
Supervisor of Financial Hsieh Ming-Chu
Department
Super\lgse(;);(r)tf nf:rft"””“”g Chung Chi-Wen
Hou Fu-Chia
Chen Kuo-Ching
Li Chi-Ming
Lin Tzu-Min
Employees Yang Yuan-Chih 16.70a
(Note 3) Top Ten Employees Li Te-ching 565 0.30% 396.5 17:30 6,791.05 0.21% 168.5 16.70 2,813.95 0.09%
Chung Li-kai
Huang,Yin-nan
Liu,Chign-pao
Yang zhe-jie
Su Yu-xu
Noe 1: Managssa Piotm

£S

Noe 2: The number of columns shall be adjusted according to the number of times of holding it.

Noe 3:The top ten employeesrefer to employees who have acquired share subscription warrants and are eligible to subscribe the shares. However, managers are excluded in the case.

Noe 4: Here the “total issued shares” refers to the total number of issued shares up to the printing of the annual report (April 30 of 2019) , which is 185,690,424 shares.
Noe 5:When the rights of the employ stock option have been executed, the option price should be disclosed.

Noe 60 When the rights of the employ stock option have not been executed, the adjusted option price according to the issue method should be disclosed.

Noe 70 Vice Presidents Mr. Lin Chih-Jen, Lu

hieh-Kuo, Hsu Ta-Chang, Lo Ssu-Yuan and Tseng Lien-Huang took office on April 11, 2018
Noe 80 Mr. Hou Kun-you and Yang Yuan-zhi have been promoted to Enterprise Division Vice Presidents on October 1, 2018.
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6. New Restricted Employee Shares:

6.1 As to the report was printed, the related regulation was not applicable.

6.2 The top-10 employees applicable for the share limitation: N/A

7. Status of New Issuance in Connection with Mergers and Acquisitions:

7.1 Share issuance for merger: N/A
7.2 Share issuance for acquisition: N/A

8. Financing Plans and Implementation:

Our company issued the third onshore unsecured convertible corporate bond on August 22,
2016, and the execution of the plan for the use of the fund is as follows:

8.1 Plan

8.1.1. Planned total amount of fund required: NT$500 million.

8.1.2. The source of fund: Issued 5000 third onshore unsecured convertible bonds
with the denomination of NT$100,000 per bond. The issuance
is according to the full amount of the denomination with 3-year
maturity and 0% interest rate. The expected amount of fund

raised is NT$500 million.

8.1.3. Planned project and the progress of the use of the fund

Unit: NT$1000

Planned Project Expected Total Fund

The planned progress of the
use of fund

Completion Date Required Year 2016

Season 3

Repayment of bank loans Season 3 of 201600,000 500,000
Total 500,000 500,000

8.1.4. Expected Possible Benefits

The purpose of this financing plan of our company is to repay the bank loan of
NT$500 million. Using the bank loan interest rate to calculate our repayment,
it is expected that our company can save the actual interest expenditure of
NT$1.667 million in 2016. Hereafter, it is expected that our company can save
actual interest expenditure of NT$5 million per year. Moreover, this plan can
strengthen our company’s financial structure as well as enhance our current
ratio and quick ratio. In addition, the conversion of convertible corporate bond
can contribute to the soundness of our financial structure, which can be
beneficial to the overall operational development of our company.
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8.2 Implementation Status

The Company’s '8 offering of domestic unsecured convertible corporate bonds was
completed on August 22, 2016 and implemented in the third quarter of 2016
according to the schedule.

Unit: NT$ thousands; %

Implementation Implementation Status Reasons for advanced or
Project Situation Amountof | Implementation] ~ delayed progresls, and
Expenditure Progress improvement plan.
Repayment of Scheduled 500,000 100% The implementation is
completed according to the
Bank Loans Actual 500,000 100% schedule.

Part 5. Operational Highlights
1. Business Activities
1.1 Business Range
1.1.1. Contents of business range

MIC and its subsidiaries (referred to collectively as MIC hereafter) perform
business in the following four categories:

(1) Sales and service of high-tech equipment and materials: MIC provides sales,
distribution, service and technical support for process and factory
management infrastructure for high-tech industries such as semiconductor
manufacturing and photo-electronics, as well as the associated materials,
chemicals and parts/components.

(2) Automatic supplying systems: MIC provides planning, design, construction,
supervision, installation, testing, operating consultation and warranty service
for gas supply, automatic chemical feeding system, special gas and factory
monitoring systems for high-tech industry facilities such as those in
semiconductor manufacturing, photo-electronics and biochemical and
pharmaceutical companies.

(3)Total Facility Engineering Turnkey Project: for this part, MIC provides
service for turn-key projects for high-tech industry facilities such as those in
semiconductor manufacturing, photo-electronics and biochemical and
pharmaceutical companies from electrical system, clean room, factory
peripherals to process equipment. Also, MIC is known for the integration of
electrical systems in, for example, petrochemical compound, traditional
industry facilities and smart buildings.

(4) R&D and manufacturing of customized equipment: MIC designs and builds
automatic factory and process equipment to the needs of clients in
semiconductor manufacturing, photo-electronics and other high-tech
industries as well as traditional industries.

1.1.2. Business percentages
In NT$1,000 or %

2017 2018

Year Business Business

Product or service cat: . Business % . Business %
incomes incomes

R &D and manufacturing of 5,980,118 2959 | 7,321,516 29.08
customized equipment U ' oe '
Sales and service ofhigh-tech
equipment and material 5,051,537 24.99 6,989,209 28.63
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Total Facility Engineering Turnkey

Proi 4,716,085 23.33 5,376,632 22.02
roject

Automatic Supplying system 4,464,254 22.09 4,728,366 19.37

Total 20,211,994 100.00 | 24,415,723 100.00

Note: Disclosed based on the consolidated reports of 2017 and 2018 as certified by accountant.

1.1.3. Current lines of product (service) offered by MIC
(1) Sales and service of high-tech equipment and materials:
(1.1)Semiconductor mask process

Photoresist application equipment
Development and etching equipment

Mask cleaning equipment

Positive photoresist cleaning agent

Positive photoresist cleaning (removal) agent

Chromium etching solution

Positive photoresist development solution

Mask flatness measuring equipment

Mask circuit design software

= Mask Laser Pattern Generator

= Mask Inspection

= Mask Laser Repair

= EUV Mask Reflectometer

= EUV Mask Pellicle Transmission Measurement Tool
= Mask Critical Dimension Measurement Tool

(1.2)IC manufacturing process

= Wafer defect inspection equipment

= Wafer defect inspection equipment for residual chemicals and electric
charges

= X-Ray film measurement system

= Vertical furnace

= Batch-type BCD process tool

= MMT plasma Nitridation/Oxidation system

= lon Implanter

= 4-point probe electric resistance measurement system

= Wafer backside/edge inspection tool

= Chemical/mechanical wafer cleaning brush

= Chemical/mechanical abrasive discs

= Silicon carbide (SiC) chips

= Silicon carbide (SiC) Powder

= Special gas for manufacturing process

Unigue chemical solution for the production process of filming

(TDMAS, TDMAH etc.)

= Wafer chemical cleaning etching solution for production

Oring for production

Graphite material / component for production

Ceramic material / component for production
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Quartz process kit for furnace tool

Temperature and humidity control equipments for Track machine
Chemical filter for Scanner and Track

Chemical filter for factory gas

Lens filter for Scanner

Photoresists for production

Stripper for production

= Filter for solutions used in the production

= Thinner and wafer edge bead removal for production
= Production parameter analysis software

= Physical parameter measurement systems

= ICrearend: TR FVI

= Integrated Gas Delivery System

TAISEI cleaning room / machine antiseismic design
THK seismic isolation plate

4-point probe measurement system

Single wafer heating equipment

Dicing UV cure system

Wafer overlay error measurement system
High-Quality cleanroom wiper

Multi-functional cofocal microscopy

(1.3) IC packaging process

= WLCSP Ball Mounter

= WLCSP Inspection & Repair

= WLCSP Solder ball composition and thickness XRF metrology
= WLCSP Plating Vacuum Reflow
= Wafer Macro/Micro Inspection
= |C Confocal Microscoper

= Mixer

= Stamp-sized flash memory card
= Plating Cu Addtive

= Cu/Ti Etchant

= Conductive/lsolated Adhesive
= Molding Materials

= PR Stripper

= EBR

= Cu/Ag Alloy Wire

(1.4) LCD and color filter processes

= Dry etching system

= Laser cutting tools for glass/COP/PET/PI

= Defect inspection and repair for color filters
= Glass substrate transportation

= Automated warehouse
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Automatic guided vehicles and railed vehicles

Cofocal laser microscopes

Mask inspection system

Etching, photoresist removal, cleaning, developing, glass regeneration

tools and sealants

Polarizing, sealant removal, regeneration and cleaning tools and FA
systems

Module lamination equipment

Aging equipment

Liquid crystal injector

Sealing machine

3D non-contact shape inspector

Roll-to-roll embossing

TFT materials: photoresist, metal targets

CF materials: sensitive separator, BM photoresist, White Color photéresist

QD Material

CELL materials: glass cleaning bands/ Brush, glass cutting wheels,

ODF Sealant, Grinding Wheel

LCM materials: Anti-water Glué Protect Glue

LCM materials: inductors

FPCB materials: Pl materials,PV vanish

Thinning materials: sealants, cleaning agent

Touch screen materials: OCR, Hard coat materials, Intelimer Tape
OLED materials: materials for luminescent layer, electron hole layer
and electron layer, and metal mask cleaning agent, Barrier &ilm
Supporting Film

(1.5) GaAs process for LEDs

EPI-Wafers

Substrates

Organic metal materials

Green SIC abrasive powder (GC)

B4C abrasive powder

Abrasive pads

Abrasive slurry

Photoresist)

Sapphire wafer material: AD3

X-ray diffraction (XRD) for sapphire wafers and substrates
Sapphire substrate polishing and abrasion equipment (CMP)
Sapphire substrate flathess measurement

Dicing Saw and Lapping

Al20s3 blocks

Diamond wires

HRXRDX-Ray film measurement

XRD X-Ray tools

Sapphire substrate/wafer flathess measurement tools

(1.6) Front end process for LEDs
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Sapphire PSS AOI machine
(1.7) Passive elements

= Carrier-type inspector for passive elements / TR FVI / Laser etching
machine

(1.8) Solar power equipment:

= PECVD SiN4 coating and Si@coating machines

= DF POCL3 P dopant high resistance production machines and
high-temperature annealing machines

= Inline multi-chip acid etching tools

= Inline PSG machines

= Inline PSG + machines

= Single-chip etching production machines

= Auto load/unload /semi-auto machines

= Single-chip non-alcohol etching additives

= Silver powder (pellets, flakes) / AQCu powder (flakes)

= Single/multi-chip backflip additives

= With coating, without coating graphite boat, Graphite plate, Graphite
PIN, Ceramic Stick, Ceramic Rod

(2) Total Facility Engineering Turnkey Project:

(2.1)Design, manufacturing, construction, installation and testing of
automatic gas supply system

(2.2)Design, manufacturing, construction, installation, testing and after
service of automatic chemical supply system

(2.3)Design, construction, installation, testing and after service of systems
for ultrapure water, pure steam, injection water and wastewater
treatment

(2.4) Operating service
(2.5) Factory automation
A. Factory management and control system (FMCS)

a. Design, construction, installation, testing and after service of
automatic special gas control system and total factory management
system

b. Design, construction, installation, testing and after service of
automatic clean room management system and automatic HVAC
and air conditioning management system

c. Consultation system and performance improvement for energy
management system for the manufacturing industry

B. Computer-integrated manufacturing (CIM)

a. Sales and distribution of MES (Manufacturing Execution System),
its introduction and after service

b. Sales and distribution of APC (Advance Process Control) system, its
introduction and after service
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c. Consultation, and development of customized automatic factory
systems

d. Sales and distribution of dry pump & heater monitoring and warning
system to predict possible malfunctions in order to prevent
discarding of defected wafers and cut the costs for wafer foundry.

e. Introduction and after service of RFID applications to allow for
traceability and information feedbacks of products in the logistics
supply chain and production history.

C. Importing of automation products

a. Importing and sales of the Foresight PHM of BellaStellaX.
b. Importing and sales of the FMCS of BellaStellaX.

c. Importing and sales of the BMS of BellaStellaX.

d. Importing and sales of thr 1/0O Server of BellaStellaX.

d. Customized control system ODM.

(2.6)Information, communications, corporate information and program
service

. Enterprise resource planning (ERP)

. New Generation Business Discovery

. Big Data

. Security

. Consultation Service

. Implementation Service

. Customization Service

. Cloud service planning and development

ntelligent School Solutions
Flipped learning
Touched reading
Rewarding mechanism
Assessment and test
Teaching Content
Smart general affairs

J. Information/communication solution introduction and system integration
Business Support Systems and Operation Support Systems for
telecommunications business

Customer Relationship Management System

Charging and Billing System

Order Management System

Provisioning System

Fault Management System

Performance Management System

Call Center System

K. Value-added service system
Enterprise Short Message System
e-Books System

Content Management Platform
Voice mail VPN system

L.Planning and consulting for communication systems
System framework analysis and design
Business demand analysis

T OT MO W@>
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Call center system planning
Network administration center system planning

M. Importing and sales of software and hardware of communications and
corporate information service
Servers, network equipment and storage equipment
OS, database programs, middleware, and application software
authorization

N. Outsourced management for information/communication systems
Information data center and leasing

eMail rental

PC servicing

Web hosting

Web management

Application operation maintenance

O. Sensing and messaging platform
= Beacon sensing smart marketing system
= Smart image recognition system

P. Application System Performance
Q. New Generation Internet Surveillance and Warning System
R. Automated meeting room asset management system - AMM
S. Radio voice integration solution - KoKoRadio
T. E-Commerce Platform design and installation services - eCommerce Service
U. Smart Healthcare Service Platform and Smart Hospital Solution
(3)Total ficlity engineering turnkey project
(3.1)Turn-key projects for high-tech factories, pharmaceutical factories and biotechnical labs

(3.2)Total turn-key hook-up projects for high-tech factories, pharmaceutical factories and
biotechnical labs

(3.3)Electric/mechanical system projects for petrochemical factories, traditional industrial
facilities and intelligent buildings

(3.4)Engineering projects for mass transit system
(3.5)Biochemical and medical facilities
(3.6)Water resource and energy management
(3.7)Information data center project

(4) R&D and manufacturing of customized equipment:
(4.1)Design and manufacturing of automatic production systems for photo-electronics industry
(4.2)Total design and development solutions for production information integration ~ system
(4.3)Design and production of image inspection equipment
(4.4 Turn-key projects for Patterned Sapphire Substrate (PSS) process equipment for LEDs
(4.5)Design and production of automatic logistics system for IT industry
(4.6)Design and production of automatic logistics system for biotechnical and medical industries
(4.7)Design and production of automatic logistics system for food industry
(4.8)Design and production of automatic logistics system for traditional industries
(4.9Equipment OEM

OEM equipment production

Technical design for ODM equipment

Precision vacuum chamber assembly and production
Search and production of precision machined pieces
Local production of parts and components

Global sourcing and purchase of parts
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(4.10)Laboratory

OEM material production
High-Technical design for ODM material

1.1.4. New product planning and development (service)

1)
(2)

(9)

Expansion off depth and breadth of imported product lines to set foot in the
semiconductor testing at the rear end and LCM for TFT-LCD

Development of total high-tech factory integration capability, lateral integration
of engineering ability for pure water and process cooling, upward integration
with ME engineering and total factory solution and downward development of
integrated connection with process equipment in the factory.

Development of design and installation of facilities for typical industries, such
as petrochemical and traditional factories

Development of HMI for automatic delivery system and system service patterns
LED wafer process equipment

Automatic testing techniques

CIM techniques

Continue to work with original manufacturers for the development of
equipment modules, and develop process equipment or join force with clients
for customization of process equipment based on market demands and clients’
needs.

Development of ESD (Electronic static Discharge) real-time monitoring system,
manufacturing industry project program outsourcing, and energy analysis for
manufacturing facilities and processes.

(10) Information/communications, corporate information and software service

(10.1) Importing or development of important service elements in digital content

service platform, including:

Payment gateway that deals with payment verification and transactions
Digital rights management used for the management of download and play
authorization for digital contents and content encryption/decryption.

Mobile device management: management of firmware, OS, web browsers,
content players and APPs at the intelligent end to provide the service
platform that telecommunication clients need for 4G service development.

(10.2) R&D project for corporate service platform products:

Information action inquiries for corporate decision making
Information action inquiries for corporate business

New generation corporate information management system
Corporate decision making analysis products

(10.3) Development of the technology of Big Data information analysis platform
(10.4) Development of the IoT power consumption application technology
(10.5) A collaborated research on information security technology

(10.6) Self service kiosk and cloud management platform, including ordering,
ticketing and retailing services, which can save man power and enhance
convenience.)

(11) Augmented reality cloud recognition and content management platform, a new

type of marketing instruments for enterprises or stores which provides original
AR contents and can be freely updated and maintained.

(12)PHM(Prognostic and Health Management): Regarding the MOCVD/PECVD/Dry

Pump equipment defect pre-diagnosis system, it provides an early warning,
reduces product defects and increases the utilization of facilities.

(12.1) NRF (Next n-Run failure): PHM NRF function can predict whether the
critical components will fail during the next n-run process.

(12.2) RUL (Remaining Useful Life): PHM RUL function can predict the
remaining life of the critical components.

(12.3)PHM benefits:

65




Early detect the abnormal pattern of components and find the source of

failure quickly.

Immediately predict whether components will fail during the next n-runs

process to reduce cost of consumables.

Estimate remaining useful life of critical components to optimize the

maintenance schedules.

(13) Industry 4.0 Expert Consultant Team: MIC can provide intelligent
machinery/robot technical services, Internet of things technical services,
manufacturing digital services, big data technology services, etc. For
automation technology services, MIC can provide automated material storage
and transportation technology, automated manufacturing technology,
automation system integration planning technology, etc.

(14) Image Security and Surveillance System: System designed based on on-site
environment, which integrates and optimizes existing CCTV recordings to
provide intuitive, smart and blindspotless surveillance system.

(15) Smart Healthcare Service Platform and Smart HopEi@halthcare Platforré
Medical Equipment Cloud Community Health Station and Smart Treatment,
etc.

(16) The loT of LPWAN(Low-Power Wide-Area NetwpEow power consumption,
long distance and high penetration characteristics, providing a variety of
environmental applications, such as smart cities, smart campus, Wisdom health,
Wisdom factories of 10T sensor and controller communication application.

(17) Intelligent 3D Real-time Fire Control System :

GIS, BIM and Position Track cross-border integration capabilities.

Integrating EU core technologies and applying visual management experience.

Providing government and corporate intelligence for disaster relief and disaster

prevention, usually as a sightseeing guide and space measurement.

Instant indoor and outdoor three-dimensional positioning in order to build an

indoor positioning device in advance.

Using 3D vision, point cloud data can be marked with POI coordinates for

equipment such as fire/escape/first aid.

1.2 Current status of industry
1.2.1 Current status and development of industry

MIC’s revenues come mostly from selling and maintenance of equipment and
materials for ICs, TFT-LCDs, LEDs, color filters, GaAs, IC packaging, flip-chip
substrates, and solar panels in high-tech and traditional industries in addition to the
planning, design, construction, installation and testing automatic management systems
for gases, chemicals and monitoring systems used in high-tech industries. Since 2003,
MIC has started the manufacturing of process equipment in addition to the original
design, manufacturing and installation of factory equipment. MIC is always on the
lookout for any opportunity to join force of major players around the world and build
up our own OEM and ODM capabilities, strengthen local ODM development and
ultimate establish our own edge in the competitive market. The following provides the
breakdown of the industries that MIC is involved

(1D)IC (Semiconductor) Industry

* Current Status and development of Worldwide IC industry

Worldwide semiconductor revenue totaled $476.7 billion in 2018, a 13.4 percent
increase from 2017, according to preliminary results by Gartner, Inc. Memory
strengthened its position as the largest semiconductor category, accounting for 34.8
percent of total semiconductor revenue, up from 31 percent in 2017.

“ The largest semiconductor supplier, Samsung Electronics, increased its lead as the
No. 1 vendor due to the booming DRAM market,” said Andrew Norwood, Vice
President, Analyst at Gartner. “While 2018 continued to build on the growth

66




established in 2017, the overall gains driven by memory were at half the 2017 growth
rate. This is attributed to memory entering a downturn late in 2018.”

The combined revenue of the top 25 semiconductor vendors increased by 16.3 percent
during 2018 and accounted for 79.3 percent of the market, outperforming the rest of the
market, which saw a milder 3.6 percent revenue increase. This is due to the
concentration of the memory vendors in the top-25 ranking.

Intel's semiconductor revenue grew by 12.2 percent compared with 2017, driven by a
combination of unit and average selling price (ASP) growth. Major memory vendors
that performed strongly in 2018 include SK hynix — driven by DRAM, and Microchip
Technology— due to its acquisition of Microsemi. The top four vendors in 2017
retained their ranking in 2018 (see Table 1).

Table 1. Top 10 Semiconductor Vendors by Revenue, Worldwide, 2018
(Millions of U.S. Dollars)

2018 2017 2018 2018 Market Sharsg 2017 2017-2018 Growth
Rank Rank Vendor Revenue (%) Revenue (%)
1 1 Samsung Electroni| 75,85« 15.¢ 59,87! 26.7
2 2 Intel 65,86 13.¢ 58,72t 12.2
3 3 SK hynix 36,430 7.€ 26,37( 38.2
4 4 Micron Technolog| 3C,641 6.4 22,89¢ 33.¢
5 6 Broadcon 16,54« 3.t 15,40¢ 7.4
6 5 Qualcomn 15,38( 3.z 16,09¢ -4.E
7 7 Texas Instrumen 14,76° 3.1 13,50¢ 9.z
8 9 Western Digite 9,32! 2.C 9,15¢ 1.6
9 11 ST Microelectronic 9,27¢ 1.€ 8,03! 15.5

NXP

10 10 Semiconductors 9,010 1.9 8,750 3.0
Other: 193,60! 40.7 181,57¢ 6.€
Total Marke 476,69: 100.( 420,39 132

Source: Gartner (January 2019)

In terms of semiconductor devices, memory was simultaneously the largest (35
percent) and highest-performing device category for 2018 with 27.2 percent
revenue growth. This was driven by increases in ASP for DRAM for much of the

year with the exception of the fourth quarter of 2018.

Within the memory segment, NAND flash suffered a marked slowdown with ASP
declines through much of the year due to oversupply. This device category still
managed to show a 6.5 percent revenue increase, driven by higher adoption of
solid-state drives (SSDs) and increasing content in smartphones.

Semiconductor Equipment and Materials International (SEMI) indicated that,
although the China-US trade war would bring uncertainties to the global economic
policy as well as market development and strategy, the semiconductor industry
would enter into a relatively stable phase in the business cycle in 2019. In 2019, the
semiconductor industry output value and market will have a healthy and positive
growth.
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Chart 1, Observation of the semiconductor market from 2018 to 2019
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In 2019, global political factors, including economic risks derived from trade
tensions and technology policy, will continuously and gradually threat the
semiconductor industry. Besides, the weak demand for smart phones will be the
mayjor issue to be confronted by the semiconductor industry recently. For example,
the order of iPhone has apparently slowed down and is expected to drop in the first
quarter of 2019.

Besides, starting from 2017, key semiconductor applications such as Al, l1oT and
5G have been driving the market to particularly the consumer application market.
Therefore, it is expected that these applications will directly affect the growth of
semiconductor demand in the following 3 to 5 years.

Chart 2, 2019 semiconductor revenue forecasts conducted by research
institutions

2019 Semiconductor Forecasts
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Source: SEMI, January 2019
Concerning wafer facility investments and equipment market, as the demand for
memory already entered into the peak of “super cycle” between 2017 and 2018, not
only has the development of DRAM and 3D NAND, but also new factories and
technology transfer have driven an obvious growth during these two years and
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stabilized investments to front-end wafer facilities around the world. Nevertheless,
according to the market forecast, this super cycle may possibly be ended in 2019,
resulting in a weak memory demand within a short period of time and a slowed
down expenditure in 2019.

Chart 3, Growth of semiconductor applications between 2017 and 2020.
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Driven by the strong 7 nanometer (7 nm) node, the semiconductor manufacturing
capital expenditure is in a relatively stable stage in 2019. Nevertheless, logic
outsourcing and foundry are expected to make up some investment loss caused by
the decrease of memory capital expenditure decreases in the year. From
region-based observations, in the last 5 years, South Korea has made the most
investments in foundry facilities between 2017 and 2019. Nevertheless, as the
demand for memory — the backbone of South Koreasemiconductor industry —

is far behind the expectation and Taiwan’s leading companies continue to invest in
advanced technology node, it is expected that the industry’s growth rate will reach
the peak to 20% in 2019. This surge of investment, which is made primarily in the
foundry and logic IC, shows a good prospect. Furthermore, the China effect will
have remarkable influence on the overall semiconductor market in 2020.

Chart 4, A long-term steady growth of the semiconductor market.
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As for the semiconductor material market, the wafer price will remain strong in
2019 although the wafer shortage will be slightly improved. The growth of Fab
material expenditure, on the other hand, increased by 5% from 14% to 19% in 2019,
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whereas packaging materials will be challenged by price pressure and substitute
technology.

IC Insights is in the process of completing its forecast and analysis of the IC
industry and will present its new findings in The McClean Report 2019, which will
be published later this month.  With the recent rise of the fabless IC companies
in China, the demand for foundry services has also risen in that country. In total,
pure-play foundry sales in China jumped by 30% in 2017 to $7.6 billion, triple the
9% increase for the total pure-play foundry market that year. Moreover, in 2018,
pure-play foundry sales to China surged by an amazing 41%, over 8x the 5%
increase for the total pure-play foundry market last year.

As a result of a 41% increase in the China pure-play foundry market last year,
China’s total share of the 2018 pure-play foundry market jumped by five
percentage points to 19% as compared to 2017, exceeding the share held by the rest
of the Asia-Pacific region (Figure 1). Overall, China was responsible for
essentially all of the total pure-play foundry market increase in 2018.

Chart 5, The growth rate of pure-play foundry market
Pure-Play Foundry Market by Region
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All of the major pure-play foundries registered double-digit sales increases to
China last year, but the biggest increase by far came from pure-play foundry giant
TSMC. Following a 44% jump in 2017, TSMC'’s sales into China surged by

another 61% in 2018 to $6.0 billion. The China market was responsible for
essentially all of TSMC’s sales increase last year with China’s share of the
company’s sales doubling from 9% in 2016 to 18% in 2018.

A great deal of TSMC’s sales surge into China in 2018 was driven by increased
demand for custom devices going into the cryptocurrency market. While TSMC
enjoyed a great ramp up in sales for its cryptocurrency business through 2Q18, the
company encountered a slowdown for this business in the second half of last year,
which was apparent in its slower sales to China in 3Q18 and 4Q18. The 2018
plunge in the price of Bitcoins and other cryptocurrencies lowered the demand for
these ICs.

With China’s share of the pure-play foundry market quickly growing. It comes as
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no surprise that many of the pure-play foundries are planning to locate or expand
IC production in Mainland China. Notably, each of the top seven pure-play
foundries has plans for increasing China-based wafer fabrication production,
including the five non-Chinese foundries of TSMC, GlobalFoundries, UMC,
Powerchip, and TowerJazz.

The end of a two-year super-cycle in memory will drag average selling prices on
chips down 6% overall this year, IC Insights predicts. Hopefully, issues around
both the U.S./China trade dispute and the U.K. Brexit will settle down in the spring,
he said.What happens around March deadlines for both Brexit and raising U.S.
China tariffs to 25% “will tell a lot about this year,” McLean said, noting that both
China and the U.S. have “plenty of incentives” to settle their trade war.The good
news is that unit growth in the $430+ billion chip industry is on an average 11%
annual growth trend, up from 6% and 9% in the recent past. The bad news is that
the two biggest parts of the market are the most cyclical — $100+ billion in
DRAMs and $60+ billion in NAND flash.

Chart 6, The growth of IC market rates

Source: IC Insights, January 2019

The cycle was so bad currently. Accroding to IC Insights prospectives,
memory chipmakers spent about $7 billion too much in DRAM capex last
year and $10 billion too much in NAND, chasing the growing markets.
Overall, chipmakers will cut capex by 13% this year, in part to shore up
prices, IC Insights predicts.

Memory leader Samsung, which doubled its capex spending to $24 billion
in 2017, is the wild card.estimating that the South Korean giant will scale
capex back to $18 billion in 2019.
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Table 2, 2016-2019F Anolog, Logic, Memory, and total IC market
forecast

Source: IC Insights, January 2019

China’s share of the worldwide foundry business stands at 9.2% today. IC
Insights expects that it will grow to just 10.3% by 2023. IC Insights makes
an exception for Yangtze Memory Technology Co. (YMTC), which
reportedly got as much as $24 billion in investments to become a leading
NAND player. The market watcher projects that YMTC could leap from
sales of $300 million last year to $5.4 billion in 2023, making it the
third-largest chipmaker in China, surpassing SMIC.

Chart 7, China IC market vs. China IC production trends

Source: IC Insights, January 2019.
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According to a semiconductor research institute, the 1C Insight announced
that the monthly capacity rankings of fabs in various regions or countries

showed that Taiwan got the first prize, South Korea got second prize, Japan
got third prize, the United States got fourth and mainland China got fifth.

Chart 8, The monthly capacity rankings of fabs in various regions

Wafer Capacity at Dec-2018 — by Geographic Region
(Monthly Installed Capacity in 200mm-equivalents)
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Source: IC Insight, February 2019

As shown, Taiwan led all regions/countries in wafer capacity with 21.8% share, a
slight increase from 21.3% in 2017 (Taiwan first became the global wafer capacity
leader in 2015.) Taiwan’s capacity share was only slightly ahead of South Korea,
which accounted for 21.3% of global wafer capacity in 2018, according to the

Global Wafer Capacity 2019-2023 report. TSMC in Taiwan and Samsung and
SK Hynix in South Korea accounted for the vast share of wafer fab capacity in

each country and were the top three capacity leaders worldwide. TSMC held 67%
of Taiwan’s capacity while Samsung and SK Hynix represented 94% of the

installed IC wafer capacity in South Korea at the end of 2018.

Japan remained firmly in third place with just over 16.8% of global wafer fab
capacity. Micron’s purchase of Elpida several years ago and other recent major
changes in manufacturing strategies of companies in Japan, including Panasonic
spinning off some of its fabs into separate companies, means that the top two
companies (Toshiba Memory and Renesas) accounted for 62% of that country’s
wafer fab capacity.

China showed the largest increase in global wafer capacity share in 2018, rising 1.7
percentage points from a 10.8% share in 2017 to a 12.5% share in 2018. It nearly
tied North America as the fourth-largest country/region with installed capacity. A
lot of buzz circulated about China-based startups and their new wafer fabs during
2018. Meanwhile, other global companies expanded their manufacturing presence
in China last year so it would be expected that the country’s capacity share would
show a significant increase. China’s percentage gain came mostly at the expense
of ROW and North America. The share of capacity in the ROW region slipped
0.8 percentage points from 9.5% in 2017 to 8.7% in 2018. North America’s share
of capacity declined 0.4 percentage points in 2018.
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Table 3: Fab equipment spending by region.

Fab Equipment Spending in USS Million
Region 2018 2019 Change 2018| Change 2019
Americas 54,822 $4,965 -10.5% 3.0%
China 512,203 511,957 84.3% -2.0%
Europe & Mideast $4,500 $4,250 11.8% -5.6%
Japan $8,735 $8,649 36.3% -1.0%
Korea 518,497 $12,087 -6.5% -34.7%
Southeast Asia $2,552 52,434 37.6% -4.6%
Taiwan $9,211 $11,438 -17.3% 24.2%
Total $60,520 $55,780 9.6% -7.8%

Source: World Fab Forecast Report, November 2018 edition, SEMI

Total fab equipment spending in 2019 is projected to drop 8 percent, a sharp
reversal from the previously forecast increase of 7 percent as fab investment
growth has been revised downward for 2018 to 10 percent from the 14 percent
predicted in August, according to the latest edition of the World Fab Forecast
Report published by SEMI.

Entering 2018, the semiconductor industry was expected to show a rare fourth
consecutive year of equipment investment growth in 2019. But the SEMI World
Fab Forecast Report, tracking more than 400 fabs and lines with major investment
projects, forecast in August a slowdown in the second half of 2018 and into the
first half of 2019. Now, with recent industry developments, a steeper downturn in
fab equipment is expected

The report shows overall spending down 13 percent in the second half of 2018 and
16 percent in the first half of 2019 with a strong increase in fab equipment
spending expected in the second half of 2019.

Plunging memory prices and a sudden shift in companies’ strategies in response to
trade tensions are driving rapid drops in capital expenditures, especially among
leading-edge memory manufacturers, some fabs in China, and some projects for
mature nodes such as 28nm. Industry sectors expecting record-breaking growth in
2019, such as memory and China, are now leading the decline.

Following a sharp fall in NAND flash pricing earlier this year, DRAM prices in the
fourth quarter of 2018 began to soften, seemingly ending the two-year DRAM
boom. Inventory corrections and CPU shortages continue, prompting predictions of
even steeper price declines.

Memory makers have quickly responded to changing market conditions by
adjusting capital expenditures (capex), and tool orders have been put on hold.
DRAM spending may see an even deeper correction in 2019 while NAND

flash-related investment could also suffer a double-digit decline next year.

A review of spending by industry sector reveals that, while memory capital
expenditures were expected to grow by 3 percent in 2019, they are now forecast to
drop by 19 percent year-over-year (YOY). DRAM is hit the hardest with a fall of
23 percent, while 3D NAND will contract 13 percent in 2019.

China and Korea are suffering the largest drops in spending since the August
report.

China fab spending fallsProjections for equipment spending in China in 2019 have
been revised from US$17 billion in August to US$12 billion, with multiple factors
at play including a slowing memory market, trade tensions, and delays in some
project timelines.
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SK Hynix is expected to slow DRAM expansion in 2019. GLOBALFOUNDRIES
reconsidered its plan for the Chengdu fab, delaying the ramp. SMIC and UMC are
slowing spending. The Fujian Jinhua DRAM project has been put on hold.

Korea fab spending downin August, SEMI forecast that Korea fab equipment
spending would decline by 8 percent, to US$17 billion, in 2019 — a projection that
has now been slashed to US$12 billion, a drop of 35 percent YoY. Samsung began
to reduce equipment investments in the fourth quarter of 2018, and the spending
cuts are expected to continue into the first half of 2019. Samsung’s largest projects
to be hit are P1 (slowdown) and the ramp of P2 Phase 1 (delayed). Adjustments to
the S3 schedule are also expected.

Not all memory makers cut capital expendituresWhile SEMI's detailed, fab-level
data show that some memory makers will scale back capital expenditures for 2019,
one company stands out. Micron will increase capex for FY19 to US$10.5 billion,
up about 28 percent, or $8.2 billion, from FY18. Micron plans to expand and
upgrade facilities, invest less in NAND in FY19 than in FY18, and anticipates no
new wafer starts.

Outlook still upbeat for mature technologies In other sectors, especially for
non-leading-edge and specialty technologies, some fabs are still increasing
investments

Chart 9: Change Rates for Equipment Spending

Change Rates for Equipment Spending
Selected Product Types
100.0%

80.0%

Memory
60.0% \ b
40.0% e /;__ﬁ;:f-"{ ~ opto
20.0% — " Analgg & Mixed Signal
0.0% Ot I Foundry (dedicated)

Foundry (dedicateg

S Memor
-20.0%  Analog & Mixed Signal = Y

2017 2018 2019
-40.0%

Source: World Fab Forecast report November 2018 edition, SEMI

Source: SEMI, November 2018

Opto — especially CMOS image sensors — shows strong growth, surging 33 percent
to US$3.8 billion in 2019. Micro (MPU, MCU and DSP) is expected to grow more
than 40 percent in 2019 to US$4.8 billion. Analog and mixed signal investments
also show strong growth — 19 percent — in 2019, bringing spending to US$660
million. The foundry sector, the second largest product segment in total
investments at US$13 billion, shows a 10 percent rise in 2019.

The recent three-year boom in the semiconductor market was chiefly driven by the
memory sector (e.g. DRAM and 3D NAND flash). One company, Samsung,

invested at unprecedented levels, lifting the entire industry. Other memory makers
rode the wave of the boom cycle by boosting investments. And China’s profile rose
with its huge investments. The industry was poised for four consecutive years of
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revenue growth — a streak not seen since the 1990s.

Now the industry faces well-known threats of inventory correction and the trade
war. Both phenomena could slow growth significantly and if both unfold in full
force in tandem, the impact could be serious. The data in SEMI’s latest publication
of the World Fab Forecast show that the four-year growth streak will not
materialize.

Since its August 2018 publication, more than 260 updates have been made to the
World Fab Forecast. The report now includes more than 1,280 records of current
and 115 future front-end semiconductor facilities from high-volume production to
research and development. The report covers data and predictions through 2019,
including milestones, detailed investments by quarter, product types, technology
nodes and capacities down to fab and project level.

Releasing its Year-End Total Equipment Forecast at the annual SEMICON Japan
exposition, SEMI, the global industry association representing the electronics
manufacturing supply chain, today reported that worldwide sales of new
semiconductor manufacturing equipment are projected to increase 9.7 percent to
$62.1 billion in 2018, exceeding the historic high of $56.6 billion set last year. The
equipment market is expected to contract 4.0 percent in 2019 but grow 20.7 percent
to reach $71.9 billion, an all-time high.

The SEMI Year-end Forecast predicts wafer processing equipment will rise 10.2
percent in 2018 to $50.2 billion. The other front-end segment — consisting of fab
facilities equipment, wafer manufacturing, and mask/reticle equipment — is
expected to increase 0.9 percent to $2.5 billion this year. The assembly and
packaging equipment segment is projected to grow 1.9 percent to $4.0 billion in
2018, while semiconductor test equipment is forecast to increase 15.6 percent to
$5.4 billion this year.

In 2018, South Korea will remain the largest equipment market for the second year
in a row. China will rise in the rankings to claim the second spot for the first time,
dislodging Taiwan, which will fall to the third position. All regions tracked except
Taiwan, North America, and Korea will experience growth. China will lead in
growth with 55.7 percent, followed by Japan at 32.5 percent, Rest of World
(primarily Southeast Asia) at 23.7 percent, and Europe at 14.2 percent.

Table 4: Global semiconductor equipment sales amount in 2018.

Items Billion(USD) | Growth(%)
Wafer processing equipment sales 50.2 10.2%
Fab equipment manufacturing mask 2.5 0.9%
Pivot lighting equipment and other front-end equipment 4.0 1.9%
Packaging equipment 5.4 15.6%
Semiconductor test equipment 62.1 9.7%

Source: SEMI, December 2018

For 2019, SEMI forecasts that South Korea, China, and Taiwan will remain the top
three markets, with all three regions maintaining their relative rankings. Equipment
sales in South Korea is forecast to reach $13.2 billion, in China $12.5 billion, and
in Taiwan $11.81 billion. Japan, Taiwan and North America are the only regions
expected to experience growth next year. The growth picture is much more
optimistic in 2020, with all regional markets expected to increase in 2020, with the
market increasing the most in Korea, followed by China, and Rest of World.
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The following results are in terms of market size in billions of U.S. dollars:

Chart 10: Semiconductor Equipment Sales Forecast by Regions
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IC technology nodes can be divided into front- and back-end nodes. The front-end
nodes, in which semiconductor capital facility industry has made the major
investments during the wafer fabrication process (about 85% of investments has
been made to wafer fabrication equipment (WFE)), include deposition, lithography,
etching, cleaning and node control. According to Seeking Alpha, only few
companies survive in the global wafer-fabrication market till today. The said
companies include Applied Materials, ASML, KLA-Tencor, Lam Research, Tokyo
Electron, Screen Semiconductor and Hitachi High Tech.

With respects to deposition equipment, Applied Materials, followed by Lam
Research and Tokyo Electron, is the leader in the field with about 50% of the
market share. As for lithography equipment, ASML has over 75% of market share
and is focused on the development of high-end products. As the matter of fact, the
entire market is dominated mainly by ASML, Nikon and Canon. Lam Research, on
the other hand, has about 57% of share in the lithography market, whereas the rest
shares are shared by Tokyo Electron and Applied Materials. Concerning node
control, KLA-Tencor has about 55% of the market share, making it a leader in this
field.

The total capital expenditure of wafer fabrication market has, for the first time,
reached USDS50 billion in 2017. This shows a big increase comparing with the
average before 2016 (averagely USD30 billion to USD40 billion) and this number
is expected to further increase in 2018. The total capital expenditure of the process
diagnostic and control market also, for the first time, reached over USD5 billion in
2017 and this number is expected to further increase to USD6 billion in 2018.
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Chart 11, Sales revenue estimates of the global semiconductor
fabrication equipment companies.

According to the statistics of Semiconductor Equipment and Materials
International (SEMI), the global semiconductor material market is expected to have
a growth of 2% in 2019. Although this number is far less than the industry’s high
growth at 10% in 2018 (thanks to the high memory demand in the first half of the
year), it is still relatively good comparing with the semiconductor equipment
market, which has slid by 4% due to capital expenditure (CapEx). The report
indicates that, in 2018, the global semiconductor material market reached USD49
billion with a growth of 10% comparing with 2017 (USD47 billion). It is expected
that this market will reach USD50 billion with a growth of 2% in 2019. This
growth is triggered mainly by the launch of the operations of newly established
semiconductor factories; and the increase of material consumption caused by the
increasing number of researches, development and fabrication processes.

Table 5. Annual semiconductor material expenditure

Annual Trends Snapshot
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Source: SEMI, January 2019.

Furthermore, semiconductor materials are mainly used in the front-end wafer
fabrication and back-end packaging processes with a ratio of 6:4. Among them, the
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three major semiconductor materials in the front-end wafer fabrication include
silicon-wafer, mask and gas. In 2019, the sales amount will reach the peaks, which
are: USD58 million, USD65 million and USD20 million. The back-end materials
include lead frame, substrate, ceramic package, encapsulation resin, wire bonding
and adhesive. It is expected that the sales revenue of PCB market will reach
USD634 million with a growth rate of only 1% in 2019 (the growth rates of 2017
and 2018 were 5% and 3% respectively).

With respects to the growth rate of semiconductor materials over the last three
years, the growth rate of front-end materials was much higher than that of back-end
materials. In 2016, front-end materials had an increase of 3% in sales revenue,
whereas back-end materials had a decrease of 4%; in 2017, the front- and back-end
materials had a growth rate of 13% and 5% respectively; and, in 2018, the
front-and back-end materials had a growth rate of 14% and 3% respectively.
According to SEMI's analysis, the proactive use of all types of front-end
technology, such as extreme ultraviolet (EUV), atomic layer deposition (ALD) and
plasma-enhanced chemical vapor deposition (PECVD), has given the credit to the
growth of front-end materials.

Chart 12, Estimates of front- and back-end materials
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SEMI further expressed that the semiconductor material market would be
challenged by a number of uncertainties, such as the China-U.S. trade war,
exchange rate and volatile metal prices, in 2019 as these uncertainties could cause
different levels of impacts to related companies. Besides, as many material
suppliers are in Japan with over 55% of the semiconductor material market share,
the exchange rate of JPY can also affect the market’s revenue in overall.

Besides, concerning the overall semiconductor market environment of the year
(2019), SEMI indicated that the market growth momentum would largely decrease
to 2.6%, which is far less than that of 2017 (22%) and 2018 (15.9%). Nevertheless,
as the semiconductor equipment market is also expected to strongly bounce back to
20.7% in 2020, all semiconductor and material markets are also expected to revive
in pretty much the same way.

According to the research institute IC Insights, the semiconductor capital
expenditure has, for the first time, broken through the wall of USD100 billion and
reached USD107.1 billion with an increase of 15% in 2018. The semiconductor
capital expenditure is therefore expected to slow down in 2019 with a decrease of
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12%.

IC Insights also forecasted that Samsung’s capital expenditure of the year could be

less than that of 2018 (USD24.2 billion) while being maintained at the high
standard of around USD22.6 billion and being the head of the global

semiconductor industry. Hynix, on the other hand, could have its semiconductor
capital expenditure increased by 58% for the year of 2018. The said increase will

be focused on HynixXs 3D NAND Flash factory in Korea and dynamic
random-access memory (DRAM) factory in Wuxi, China.

IC Insights further indicated that, if the DRAM market slowed down, the capital
expenditure of the top 3 DRAM suppliers — Samsung, Hynix and Micron — could
decrease from USD45.4 billion in 2018 to USD37.5 billion in 2019 with a decrease

of 17%.

IC Insights forecasted that, in 2019, the overall semiconductor capital expenditure

could decrease by 12% comparing with this year; and that,

semiconductor companies, Samsung, Intel, Hynix, TSMC and Micron would have
their capital expenditure decreased by 14% next year. As for other companies, IC
Insights indicated that the decrease of their capital expenditure next year could be

relatively less to about 7% only.

among all

(1.2)Current Status and Development of IC Industry in Taiwan and China

Table 6 , Sales of Taiwan IC industry in Taiwan, 2018
Unit: TWD100 million
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Source: The “Industry & Technology Intelligence Service (IT IS)” plan of Taiwan Semiconductor Industry
Association and Industry, Science and Technology International Strategy Center, November 2018.

According to the forecast of Industrial Technology Research Institute (ITRI), the
output value of Taiwan’s IC industry was TWD2,634.3 billion 2018 with a growth
of 7% comparing with 2017. Among all sectors of the industry, the output value of
IC design is TWD640.3 billion with a growth of 3.8%; IC fabrication is TWD1.5
trillion with a growth of 9.6%; foundry is TWD1,289.4 billion with a growth of
6.9%; memory and other fabrications is TWD210.6 billion with a growth of 29.9%
(benefited from the continuous growth momentum of global memory price); IC
packaging is TWD346.5 billion with a growth of 4.1%; and IC testing is
TWD147.5 billion with a growth of 2.4%. ITRI expected that the new products
after 2018, such as automobile mounted devices, artificial intelligence (Al) and

high-performance computing (HPC) would become the momentum of pushing up
the output value of semiconductor. The high-end system in package (SiP)

technology, silicon photonics and quantum computer IC will cause another

evolution of semiconductor technology in the future between 2020 and 2030.
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Chart 13, The output value of different sectors of Taiwan'’s
semiconductor industry
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Source: The “Industry & Technology Intelligence Service (ITIS)” plan of Taiwan Semiconductor Industry
Association and Industry, Science and Technology International Strategy Center, November 2018.

Confronted by future market development trend and in response to new
applications of semiconductor (ex. those of 5G, artificial intelligence (Al),

high-performance computing and automobile mounted devices), the semiconductor
industry has gradually developed and promoted all types of Al accelerators and
co-processors required by cloud and edge computing applications. The IC
development trend, which is based on the new framework, will affect the
development of semiconductor industry and shift of semiconductor applications.

According to the forecast of ITRI/ IEK Consulting, new applications after 2018,
such as automobile mounted devices, Al and HPC, will become the source of new
output growth momentum. After 2019, innovative technologies of the Post-Moore's
Law Era will arise and become the new hot topics for the semiconductor industry.
Silicon photonics and quantum computer IC, on the other hand, will play an
important role of facilitating the evolution of semiconductor technology between
2020 and 2030.

ITRI holds the belief that a new wave of changes is happening to the territory of
global semiconductor manufacturing industry. The competition of advanced
technology nodes below 10 nanometer is now dominated by Taiwanese and Korean
companies; and will affect terminal customers’ choice for new orders. As 7 nm
node will step into another phase of mass production, solutions for the year after
the 7 nm node will be gradually placed on the table. As the silicon photonics
technology can be integrated with the current CMOS node, it has become an
important direction for the industry with respects to semiconductor related research
and development. Nevertheless, this technology can be rather difficult as it requires
an integration of semiconductor and photonic technology. At the current stage, this
technology requires new thinking and nodes for breaking through the bottleneck.

In its up-to-date Analysis of China's Semiconductor Industry, the global market
research institute TrendForce indicated that, affected by market uncertainties
caused by China-U.S. trade war and other external factors, China’s semiconductor
industry already shows a sign of weakness in the second half year of 2018,
although its output value already exceeded RMB600 billion in 2018. As the global
business climate and external environment continue to be in a bad state in 2019,
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China’s semiconductor industry is expected to have its annual growth rate dropped
to 16.20%, which is the lowest point over the last five years. Therefore, although
the output value of China’'s semiconductor industry will break through RMB700
billion and reach RMB729.8 billion in 2019, this year will still be a challenging
year for the country.

Chart 14. Change of the output value of China’s semiconductor
industry between 2015 and 2019.

Unit: RMB100 billion
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Source: TrendForce, January 2019.

On the other hand, TrendForce also pointed out that, as more than ten new
foundries at 12 nm node in China will launch their operations and the production
capacity of some foundries at 8 nm node and power semiconductor industry will be
expanded, the output value of China’s IC fabrication will have a growth of 18.58%
in 2019 comparing with 2018, which is better than the 17.86% of IC design and
12% of IC testing, according to relevant data.

(2)TFT LCD (Thin film transistor liquid crystal display) Industry

(2.1) Current status and development of Worldwide TFT-LCD industry

Global shipments of large thin-film transistor (TFT) liquid crystal display (LCD)
panels rose again in 2018 despite concerns of over-supply in the market. In
particular, area shipments increased by 10.6 percent to 197.9 million square meters
compared to 2017, driven by TV and monitor panels, according to IHS Markit
(Nasdaq: INFO).

Fierce price competition in large 65- and 75-inch display panels was ignited as
Chinese panel maker BOE started the mass production of the panels in 2018 at its
B9 10.5-generation facility. “With BOE operating the 10.5-generation line, panel
makers have become more aggressive on pricing since early 2018 to digest their
capacity.

Rising demand for gaming-PC and professional-purpose monitors boosted
shipments of high-end, large panels. Some panel makers have allocated more
monitor panels to the fab, replacing existing TV panels, to make up for poor
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performance of that business.

Demand for other applications, which include public, automotive and industrial
displays, recorded the highest growth rates of 17.5 percent by area and 28.6
percent by unit. Panel makers view these applications as a new cash cow that can
compensate for the sharp price erosion in main panels for TVs, monitors and
notebook PC.

LG Display led the area shipments of large display panels, with a 21 percent share
in 2018, followed by BOE (17 percent) and Samsung Display (16 percent). BOE
boasted the largest urstipment share of 23 percent, followed by LG Display (20
percent) and Innolux (17 percent), according to the Large Area Display
MarketTracker by IHS Markit.

Table 7. 2017 and 2018 Large TFT-CD unit/area shipment across product

applications
Applications 2017 2018 YIY(%)
9"+ Tablet 29 3.0 5.2%
Monitor 202 25 11.5%
Notebook PC 10.3 106 26%
Others 59 70 17.5%
v 1395 1547 10.9%
Total 178.9 197.9 10.6%

2018 Large TFT-LCD panel unit shipments (Millions of units)

Applications 2017 2018 YIY(%)
9"+ Tablet 931 99.1 6.4%
Monitor 140.4 150.2 7.0%
Notebook PC 179.7 185.2 3.0%
TV 265.0 2888 9.0%
Others 25.2 324 28.6%
Total 703.5 755.8 7.4%

Source: HIS Markit, 2019/02

“ Looking ahead to 2019, shipments of lagjge panels are expected to reach
811.77 million pieces, an annual grow of 1%, driven by specs upgrades”, says lris
Hu, the research manager of WitsView. Shipments of notebook panels are expected
to grow by 1.6% YoY to reach 190.12 million pieces, as high resolution and
narrowborder models will still be popular in the market. The growth of borderless
models and the gaming market will bring more replacement demand for
peripherals, pushing monitor shipments to a new high of 158.03 million pieces, a
YoY growth of 4.4%. In addition, three new fabs will enter the operation in 2019,
with a focus on producing largeze TV panels. Thus, TV panel shipments are
expected to reach 285.98 million, an annual growth of 1%. This will mark the third




consecutive years for TV panel shipments to grow.

As for the specs of TV panels, panel makers have been making UHD a standard
feature for large-size TV panel products and narrowing the price gap between and
UHD and FHD products in recent years, boosting the penetration rate of UHD
models to 39% in 2018. Looking ahead to 2019, two gen 10.5 fabs will focus on
producing 65-inch and 75-inch panels, while gen 8.5 fab will shift to production of
55-inch ones in order to consume the capacity. Meanwhile, the production volume
of 32-inch panels will be cut. The adjustments in product mixes would drive the
penetration rate of UHD models up to 50%. Particularly, most of 55-inch or larger
products will feature UHD. For 50-inch models, the penetration rate of UHD
models reached 88% in 2018 after the gen 8.6 fab adopted economic cut. In 2019,
the rate will continue to grow and 96% of 50-inch TV panels would feature UHD fif
the capacity expansion is completed.

IT panel makers will continue to focus on reducing border size. Both borderless PC
monitor panels and narrow-border notebook panels recorded impressive shipments
in 2018. With panel makers’ active capacity expansion for borderless PC monitor
panels and promotion of PC brands, the penetration rate of borderless panels
reached 31% in 2018, and has a chance to reach 45% in 2019 as the demand
continues to increase and capacity to expand.

As for notebook panels, the market not only focuses on increasing viewing angle
and resolution, but also tries to increase the screen to body ratio inspired by the
trends in the smartphone market. Notebook panel makers have been tried to place
14-inch narrow border panels in 13.3-inch case, making the products thinner and
lighter, together with a new selling point. This trend drove the shipments of
narrow-border notebook panels to increase by 347% in 2018, and the penetration
rate to 25%, 19 percentage points higher than in 2017. As the price gap between
narrow border models and panels with VESA standard gradually reduces, the
penetration rate of the narrow border panels will exceed 40% in 2019.

The supply of large-size panel will increase greatly in 2019 with new production
capacity. CSOT’s Gen 11 fab, HKC’s Gen 8.6 fab, and Sharp’s Gen 10.5 fab in
Guangzhou are expected to enter the market at the beginning, middle, and end of
the year respectively. Decreasing panel prices will bring unavoidable pressure on
the suppliers, but will also make large-size TVs cheaper. In the future, the TV
industry will bound to seek constant improvements in specs to create brand value
and differentiate their products.

For TV brands, there is little room for product differentiation for TV smaller than

32 inches, because most of them are positioned as entry-level products, and the
costs of panels are relatively transparent due to long-term oversupply of panels
under 32 inches. Therefore, TV brands have been decreasing the portion of 32-inch
TVs or smaller ones in their product mixes, and the percentage is expected to be
less than 30% in 2019.

On the other hand, the portion of 55-inch TVs or larger ones is increasing. The
percentage of 65-inch TVs or above is expected to increase from 8.8% in 2018 to
11.7% in 2019. As for the retailing prices of TVs in the North American market in
2018, 65-inch TVs were priced between $399 and $699, while 75-inch ones were
mostly priced above $1,500. With the falling prices of large-size TVs, there is a
chance to see ultra-low-priced 75-inch TV below $799 in the peak season
promotion during the second half of 2019.

The price decline of large-size panels will drive more TV brands into the large-size
TV segment. However, in the future, large-size TVs will not necessarily be a
guarantee of profits. For first-tier brands, the development of large-size TV
business will be even more difficult. On the other hand, the sales of QLED TVs,
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which have more price advantages, is no worse than OLED TV. Theehijh-
55/65inch QLED TVs from Samsung were priced at about US$1,000 to US$1,500
during the yeaend promotion, while the prices of 55/6%h OLED TVs
remained above $1,500.

However, the prices of OLED panels are expected to decrease in the second half of
2019, because the lotgrm undersupply of OLED panel would be slightly eased
considering LGD’s planned investment in its Guangzhou OLED fab in the second
half of 2019. In addition, there is pressure from low-cosin¢s-LCD TVs. For

the two reasons, it remains to be seen whether Samsung is able to maintain price
advantage of its QLED TV in 2019.

The market of 4K TV has matured, with the share of 4K products expected to
exceed 50% in the TV market in 2019. As for 8K TV, the content, transmission,
hardware, as well as the whole industry chain have not been well developed. The
prices of 8K panels are still more than twice the prices of 4K ones. Therefore, it
remains to be seen whether 8K TV can copy the development mode of 4K TV.
WitsView estimates that 8K TVs would account for only about 0.2% of the total
TV shipments in 2019.

Compared with the upgrade to 8K TV, it is relatively easier to increase the added
value of products by differentiating the specs, such as the Mini LED and dual cell

design, which can achieve a high dynamic contrast (HDR), and the design of a
full-screen without borders. These are all the potential specs upgrade that TV
brands can consider.

Table 8: 20182019 Global Market Share of Branded TV by Specs

Specs 2018 Market Share 2019 Market Share (E)
=32 32.0% 28.9%
39-43 24.5% 24.6%
Size (inch) 48-50 16.0% 15.5%
55-60 18.7% 19.3%
=65 8.8% 11.7%
HD/FHD 54.5% 46.3%
Resolution 4K or above 45.5% 53.5%
8K 0.04% 0.2%
QLED 1.4% 1.7%
High-end TV QOLED 1.2% 1.6%
Traditional LCD 97.4% 96.7%

SourcepaitsView, 2019/01

LCD panel makers have continued to bring new production capacities to the
market, and the increasing pressure from oversupply has resulted in a sharp decline
in panel prices, according to the latest report by WitsView, a division of
TrendForce. Therefore, Samsung Display has strategically decided to allocate more
capacity to QDOLED TV production in advance. As the result, the stogk-
demand for TV panels may arrive earlier than expected in 2Q19.

SDC has recently decided to cut the L&-1-CD capacity of its Gen 8.5 fab in
Korea in June of 2019, and allocate the capacity to the production of OLED
backplane. A further reallocation of its L812eapacity has also been scheduled in
September of 2019.

According to WitsView, SDC will prepare for the 8leapacity reallocation in
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advance, and equipment adjustments may result in lower output for the second
quarter of 2019. Therefore, branded TV makers may start to stock up panels in
advance. On the other hand, TV Panel prices would be approaching the lowest
point in 1Q19, and the earlier stounk-demand in the second quarter may help stop
the price fall.

WitsView notes that the growth in the world’s total glass input area for large size
LCD panel would be 12.9% if SDC did not plan for the capacity reallocation. With
the reallocation, the growth is expected to be only 11.2% in 2019, 1.7 percentage
points lower.

In terms of product applications, 48h and 55nch panels will be mainly
affected by SDC's capacity reallocation this time. The global output ohct®-
panels in 2019 will be 40% less than that in 2018, since there is no alternative
supplier. Meanwhile, Chinese panel makers will continue to ship moirc&0-
panels, making 4@ch less popular among all the nmahge TV panel sizes.
WitsView estimates that the total demand forid& and 55nch panels will be
around 37 million pieces in 2019, remaining flat compared with 2018, but the
portion of 49inch panels will decrease from 50% in 2018 to 30% in 2019.

According to Sigmaintell, global notebook panel shipments in 12018 were 184.6M,
a yearen-year increase of 4.5%. The growth was mainly from the top four panel
manufacturers BOE/AUO/Innolux/LGD, and the top four panel manufacturers
accounted for more than 90% of global shipments.

Starting from 2017, BOE has been ranked No.1 in notebook panel shipments. Due
to the continuous expansion of production capacity, the shipments are positive. In
2018, it still ranked first in panel shipments. Taiwan's panel factory expansion
strategy is conservative, affected by the continued decline in panel prices, revenue
continued to decline, and the strategy turned to highgin products. In the
Korean panel factory, due to the difficult profitability of LCD and the pressure
from the expansion of the Chinese manufacturers, the Korean factories have no
intention of fighting and turned to OLED, of which the technology they still have
competitive edges on, and actively explore the future.

In the short term, the panel supply chain architecture seems to be difficult to shake,
but the rising star Panda, Huaxing Optoelectronics influence cannot be
underestimated. With more advantages in product performance of CLP Panda 8.5
IGZO technology and Huaxing 6th generation LTPS technology plus the pricing
strategy, Sigmaintell, predicts that there will be significant impact on the existing
supply chain in the notebook panel market starting from 2020.

Chart 15. 2018 Global Notebook Panel Shipment MS%
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For small and medium-sized panels, the middle and low-end panels will be
oversupplied, while the high-end panels are in short supply, mainly because the
supply of traditional amorphous silicon (a-Si) panels, which are mainly used in
low- and medium-end products, is increasing, and because the new opportunities
for high-end products are folding OLED panels, on which only Samsung Display
has mature technology.

Up to 80% of the small and medium-sized panel market lies in mobile phones, but
the growth of the mobile panel market in 2019 may be less than 5%, or even
declining, so the demand may be reduced, but the supply of traditional a-Si mobile
phone panels is increasing. Among the mobile phone panels, high-end panels
account for 30%. At present, the high-end panels fall in two main categories -
high-resolution and foldable ones. Therefore, the so-called high-end panels are
either low-temperature polysilicon (LTPS) panels, or organic light-emitting diode
(OLED) panels. The foldable panels, the most prominent type, can be made from
OLED panels. Among Taiwanese panel makers, only AUO and Innolux are capable
of making low-temperature poly-silicon panels, but rather than fully used in
mobile phones, they are also used in markets like notebook computers. Moreover,
China’s panel makers’ capacity in low-temperature poly-silicon panels has
increased significantly and is in the leading group of the world. The large supply
from China’s panel makers also undermines the competitive advantage of Taiwan’s
counterparts.

In terms of OLED panels, AUO and Innolux both said that the cost of building
OLED panel production lines is currently too high. Shuang-lang (Paul) Peng,
chairman of AUO, has repeatedly said that AUO will not build the new plant for
OLED. At present, only the experimental line produces OLED panels for smart
watches, and it will not go into the mass production stage for OLED panels used
for mobile phones.

Innolux and AUO also publicly announced that the panel products of the next
generation from Taiwan's panel makers come from Mini LED to Micro LED panel.
AUO will first launch gaming panels made from Mini LED while Innolux will first

roll out Mini LED public display panels. The company first introduced the Mini
LED common display panel. Therefore, the Mini LED panels AUO and Innolux
are currently investing in are applied to large-sized products instead of small and
medium-sized mobile phone.

Overall, in 2019, regardless of large-size panels, or small and medium-sized, the
market will experience pressure from oversupply; the only way out of this low
price competition is to increase the proportion of niche.

The latest analysis of the panel market by WitsView, a division of TrendForce,
finds that low prices and technological maturation have substantially widened the
adoption of LTPS panels among smartphone makers. The share of devices
featuring LTPS panels in the global smartphone market is projected to grow from
37.6% in 2018 to 41.6% in 2019. However, panel suppliers have ended large-scale
expansions of their production capacity for LTPS panels since they are gradually
shifting their technological focus for smartphone displays to AMOLED. On the
whole, 2019 is expected to be a year during which the market for LTPS panels will
be at its healthiest state in terms of supply and demand.

Boyce Fan, the research director of WitsView, pointed out that the activation of the
new Gen-6 LTPS lines in China has expanded the total production capacity and
ratcheted up the price competition among suppliers. Furthermore, panel suppliers
have steadily improved their LTPS manufacturing processes and generally attained
a decent level of technical maturity. Hence, smartphone makers are now more
receptive to the adoption of the LTPS technology, which is also seeing a rapid
increase in its market visibility.
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On the other hand, the price decline for LTPS panels is easing due to new trends in
smartphone design and panel manufacturing. “The screen of devices has become
larger because the full-screen design is now the market mainstream,” said Fan. “At
the same time, the notch cut-out and the use of the COF (chip-on-film) package for
driver ICs have made panel fabrication more challenging and increased the amount
of waste glass during the process. These observations imply that the area of glass
needed for producing smartphone panels has expanded in order compensate for the
lower yield rate, and this in turn is pushing the LTPS market toward a more stable
supply-demand balance.”

Panel suppliers have steadily shifted their focus to AMOLED in their development
of smartphone panels, and they are now aggressively boosting their production
capacity for the technology. The total production capacity for AMOLED panels is
expected to keep growing over the next few years, raising the chance of oversupply.
Conversely, the growth in the total production capacity for LTPS panels has
tapered off. Because prices of LTPS panels are now relatively low, there is a
greater potential for raising the consumption of the LTPS capacity as smartphone
makers look for ways to upgrade the hardware specifications of their devices.
Moreover, LTPS is gradually making inroads in other applications as well, such as
in-vehicle displays and notebook displays. WitsView therefore believes that the
market for LTPS panels will move away from oversupply and reach a healthy
equilibrium in the short term.

WitsView also contends that the prospect of the LTPS technology maintaining its
market leadership during the next several years will hinge on the progress that the
Chinese panel suppliers have made in advancing their AMOLED technology.
Chinese panel suppliers are currently ramping up production on their new
AMOLED lines, and WitsView expects that the supply pressure on the AMOLED
market will build up to a very high level in 2020. Some of the new production lines
in China will also have been in operation for more than a year in 2020. The
capacity growth, together with anticipated improvements in the cost and technical
aspects of the manufacturing process, will probably make AMOLED more of a
threat to the market share of LTPS by that time.

The competition between LTPS and AMOLED in the mid-to-high range of the
smartphone market has been especially fierce and will intensify in the future.
When AMOLED edges out LTPS and becomes mainstream in the mid-to-high
range segment, then the market for the latter technology will again face oversupply.
To mitigate the effect of this anticipated scenario, suppliers of LTPS panels will be
concentrating their promotional efforts in the lower rungs of of the smartphone
market. This move in turn will accelerate the decline in market share for the a-Si
technology in the lower-end segments. Suppliers of LTPS panels can also adjust
their product mixes to give more weight to applications other than smartphone
displays. In sum, targeting the lower-end segments of the smartphone market and
developing products for other applications are likely going to be the main
components of a strategy to lessen the market impact from the maturation of the
AMOLED technology.
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Chart 16. 20192019 Global Market Shares of Smartphone Display
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The research institution, Sigmaintell, announced the shipment of 2018 automotive
panels. The “two tigers of Taiwan’s display panel industry”, AUO (2409) and
Innolux (3481) remained in the top five in the world; Japan Display (JDI)
remained the leader. Comparing 2019 with 2018, AUO rose from the fourth place
to the third; Innolux’s performance was slightly weaker, falling from the second to
the fifth.

According to Sigmaintell, the shipment of automotive panels in 2018 was about
160 million pieces, an increase of 6%. Since the second half of 2018, the sales
volume of the car market has started to decline, and the shipment volume has been
affected. It is expected to ship 170 million pieces in 2019, and the growth rate
continues to decline. .

In the car segment, AUO focuses on the fremd- application and has introduced
the Mini LED into the car panel application. It is expected that in 2019, more and
more brands of car panels will continue to grow in number, the car shipments will
grow and should be better than the market. , maintain the lead.

Innolux has developed into a large-scale development trend of car panels, and has
now entered the supply chain of fitstr car makers such as BMW, Porsche and
General Motors (GM). Innolux is optimistic about the years to come, the market
share of automotive products will rise all the way, the goal is to hit the 20% mark
in 2020 and become the market leader.

Sigmaintell said that with the promotion of LTPS automotive applications by JDI
and LGD in the past two years, it is expected to see the results in 2019.

The flat panel display (FPD) equipment market is expected to decline after an
unprecedented growth in 2017, as panel makers are taking a more cautious
approach. According to a recent study by industry research firm IHS Markit,
FPD equipment market is expected to fall from 20.2 billion in 2017 to $14 billion

in 2020. The expansion of the FPD equipment market, which began in 2016, was
driven by the largscale demand for new flexible organic lighmitting diode
(AMOLED) display plants and the demand for new Gen 10.5/11 LCD equipment.
The new supply capacity began to break the balance between supply and demand.
The supply of AMOLED panels for mobile were 40% more than the demand in
2019. This means that on average, panel plant capacity utilization for mobile
applications will be hindered.

This situation has made panel manufacturers and local Chinese governments
conservative in their investment in new capacity. Due to |dinen-expected
growth in panel demand, AMOLED panel plants' equipment spending on mobile
applications decreased, which was the main reason for the decline in equipment
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spending in 2018 and 2019. Bank lending attitudes turned conservative, while local
government continued to fund selected projects, especially for the 10.5/11

generation LCD factory. These projects are expected to keep equipment spending
relatively stable by 2020. However, unless panel makers reduce the production
capacity of LCD TV panels by converting some manufacturers, the oversupply of

large displays in 2020 will be as high as 18%.

It is estimated that in 2018, the demand for FPD equipment will be about 18 billion
US dollars. In 2019, it will drop to about 17 billion US dollars. In 2020, it will
shrink again to 14 billion US dollars. Due to overcapacity and sluggish demand,
the FPD industry will need to be ready for the winter in the next few years. The
high-end OLED TV panel is the only application area that is growing.

Chart 17. 2010-2020 Global FPD Equipment Industry Revenue and Growth
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(2.2) Status and development of TFT LCD industry in Taiwan

According to DIGITIMES Research, shipments of small and mediized TFT

LCD panels in Taiwan in the fourth quarter of 2018 were 241 million, a decrease
of 22.1% compared with the previous quarter. In addition to the traditional
off-season factors, the financial crisis and shutdown of Chunghwa Picture Tubes
Ltd's. (“CPT” thereafter) also caused serious impact.

With that the first quarter of 2019 is still in the s#ason along with the unknown
prospect of Chunghwa Picture Tubes Ltd., and that AUO and Innolux are not as
good as expected for the supply of new hole punch displays to themibgmart
phone brands in mainland China, the small and medized TFT LCD shipment

of Taiwanese manufacturers was reduced by 11.6% QoQ, and by 28.5% YoY.

In the fourth quarter of 2018, Taiwanese manufacturers saw the largest QoQ
decline of the small and mediusized panel shipments from the fields of mobile
phone and other applications, which wa8.5% and 36.2%, respectively, mainly
affected by the Chunghwa Picture Tubes Ltd. financial crisis. Automotive panel
shipments, instead, grew by 1.2% regardless of the industry trend, which was
attributed to stable orders of AUO and Innolux and to shipments from Chunghwa
Picture Tubes Ltd. not being ceased then.

In the first quarter of 2019, the small and medisized panel shipments will still

be in the offseason. Most of the application shipments are expect4ed to decline by
more than 10%, while the shipments from the applications such as industrial
control, office applications, wearable devices and other niche products are
stabilized, slightly declining for 4.9% QoQ. The larger QoQ decline comes from re
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consumer midsize panel and digital camera applications, up to 54.4% and 26%
respectively.

Chart 18. Smallto-medium sized TFTLCD panel shipments from Taiwanese

manufactures
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Chart 19. Smallto-medium sized TFTLCD panel shipments from Taiwanese
manufactures, by production applications
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The market status across the industry:
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In the fourth quarter of 2018, Chunghwa
Picture Tubes Ltd. was affected by its financial crisis, the shipment dropping by
67.8% QoQ, while Hannstar Display, benefiting from the growth of demand for
mobile phone panels, was the only Taiwanese company with QoQ increase of
shripments, up 6%. In the first quarter of 2019, Innolux will enjoy the demand
from the automotive and tablet PC segments, leading to quarterly slide of 1.3%,
the least shipment decline among Taiwanese manufacturers. AUO’s decline in
mobile phone panels is higher than that of Innolux. Although AUO makes a




progress in the automotive panel segment, its overall shipment forecast is trimmed
down by 2.1% QoQ.

The financial crisis of Chunghwa Picture Tubes Ltd. is the critical factor impacting
the shipment of small and medium-sized panels in the first quarter of 2019.

A. After the temporary suspension of work in mid-December, Chunghwa Picture
Tubes Ltd. was only able to maintain the basic factory operaton and was
unable to make new glass substrates. The prospect is unclear until the
settlement between Chunghwa Picture Tubes Ltd. and the creditor banks
being made.

B. Innolux is the one of highest capabilities to meet the needs of Chunghwa
Picture Tubes Ltd.'s customers. AUO also has the opportunity to take over
some of the automotive panel needs.

Mainland China high-end smart phone customers actively introduce the hole punch
design; AUO and Innolux with LTPS TFT LCD capacity play as the main suppliers;
but due to the early stage of mass production, during which the yield is lower than
expected and can barely meet the customer's demand, the shipment volume of
mobile phone panels of Taiwanese manufacturers will decrease by 10.6%.

According to statistics, the top five China panel factories , such as BOE, CSOT,
CEC Panda, HKC, and EverDisplay, plus Hon Hai Group and LGD, etc., have new
manufacturing capacity available in 2018 and 2019. In these two years, 11 panel
factories will start production over the globe, among which 10 are located in China,
and 6 of them are 8.5-generation production lines, aiming at large sized panels,
which makes the oversupply condition of TV panels even worse.

A. BOE, the most aggressive panel manufacturer in the world, has seen an
increase in shipments. Over recent years, BOE has successively won the
leading position in the global shipment of smart phone LCD panels, tablet
panels and notebook PC panels. After the first season of 2018, the world's
first 10.5-generation line went into large scale production, the TV panel
production capacity increased by more than 40% year-on-year, allowing the
production of 65-inch and 75-inch oversized panels to enter a new era of
economic cutting. In the market share of 75-ich, in particular, BOE realized
the transition from “zero” to No.1, the total shipment volume in 2018 adding
up to 54.27 million pieces, a year-on-year increase of 24%, ranking in the
first place. In 2019, a 6-generation flexible organic light-emitting diode
(OLED) panel factory will be built as well.

B. Other LCD factories include: two 8.6-generation lines of China Electric
Power Panda (CEC) went onto large scale production and in gear in 2018,
utilizing 1IGZO technology, and will reach full capacity of 120K in March
2019; HKC s 11-generation line of Kunming Factory;-d&neration line of
CSOT; 10.5 generation line of SDP Guangzhou Factory of Hon Hai Group.

C. There are also four AMOLED factories: three of them are CSOT Wuhan
Plant, EverDisplay Shanghai Plant, and BOE Sichuan Mianyang plant.

Based on the newly added LCD capacity in mainland China, the panel makers will
add nearly 10 million outputs in the next two years. In order to reduce production
capacity, the industry is set to fight in price wars.

As is known to all, China's panel makers have always enjoyed large-scale
investment subsidies from the government. Underutilization of manufacturing
capacity was rarely seen even in the off season. The biggest reason for oversupply
in 2019 is the unlimited expansion of China's panel makers. With the excess
capacity of the panel industry turning into reality, China’s high-tech development
slowing down and the China-US trade war continuing, the rumor that Chinese

92




government is about to reduce subsidies for panel makers is rampant.

China's large-size-oriented panel factories, except BOE, of which products range
widely from TV, monitors, to NB and tablet PCs, have TVs as the main, or even
only, product. CSOT, CEC and HKC all the same. In the face of possible
oversupply pressure, searching for new production applications against capacity
glut now becomes a new campaign for Chinese panel makers. It is expected that
other panel makers will also accelerate their steps in other product applications
such as monitors and public displays. Take TV panels for example. China's panel
makers took advantage of their capacity to squeeze out Taiwan’s and Korean
panels makers out of the production of low price TVs, creating China’'s panel
makers’ influence in 32-inch TV panels in 2018. The homogeneity across
China’s panel industry faded-now two companies are in the first tier and two in the
second, the former referring to BOE and CSOT, while the latter referring to HKC
and CEC. The second-tier companies has quickly seized its market share by
targeting at the entry-level products, and the focus on 32-inch production puts
extra pressure on BOE and CSOT. Therefore, in 2019, China's first-tier companies
are bound to be forced to leave the 32-inch product comfort circle and move
towards other product categories of larger sizes.

Taiwanese companies are actively seeking innovation and breakthroughs with their
stable capacity. AUO continues to optimize its product structure, shifting its focus
to products of better profits such as commercial displays, gaming, and automotive
industrial controls, seeking profit-making highs in the brutal competitive
environment. In 2008, Innolux's personnel structure adjustment brought about a
major change in strategy-actively reducing the inventory and, meanwhile, seeking
strategic cooperation with the group's external brands once again.

In addition, after two years of shipment suspension, Sharp SDP has racked up its
inventory stock due to the brand product sales not as good as expected. At the end
of 2018, Sharp looked for cooperation with customers outside the group and
expects to resume the supply to Chinese brands and original equipment
manufacturers in 2019. The shift of Sharp's strategy will facilitate the stock
reduction and expand the channels for the outputs of its Guangzhou G10.5 line.

(3) LED (Light-Emitting Diode) Industry
(3.1) Status and development of Global LED Industry

LEDinside indicates, in 2108 although many Chinese LED companies hoped to

achive revenue growth through capacity expansion, they were disappointed due to
the massive pressure of price reduction in the entire industry. In the first half of

2018 in particular, the quotes on the LED chips of some specification dropped

20~30%, mainly due to the oversupply situation resulting from the large expansion

by Chinese LED chip manufacturers.

As to the demand side, due to the US-China trade war and the currency
depreciation in emerging markets, the exports to North America and the emerging
markets by LED companies were significantly influenced. The chain effect may
cause many foreign brand makers to reduce their OEM orders placed to Chinese
manufacturers, which could impact the downstream LED industry of China
including LED packaging service providers and lighting companies for some
degree and would further lead to the sharp decrease in the demand for LED chips.
Even though the tariff issue will change the global LED and lighting industry,
LEDinside believes that China will still be the production base of global LED and
lighting products in the short term. The reason is that the supply chain of LED
industry such as related parts suppliers and electroplating service providers has
long been established in China and will not change much in the short term.
However, some American lighting brand companies already informed their
distributors in the U.S. market of price increase to mark up their rising costs on
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tariff and materials. For Taiwanese LED companies, most of them has set up
production lines in China. Therefore, they may be more likely to ship
semi-products back to Taiwan and then export to the North America to avoid the
impact of tariff. In the long term, LED and lighting manufacturers which locate
globally will be more competitive in the worldwide market as they can export their
products through factories outside of China and enjoy the tax advantage.

LEDinside indicates, in 2108 although many Chinese LED companies hoped to

achive revenue growth through capacity expansion, they were disappointed due to
the massive pressure of price reduction in the entire industry. In the first half of

2018 in particular, the gquotes on the LED chips of some specification dropped

20~30%, mainly due to the oversupply situation resulting from the large expansion

by Chinese LED chip manufacturers.

The slowdown in China economic growth, the weak consumer confidence
resulting from the US-China trade war, the rising unemployment rate and so on all
impacted LED lighting industry, the largest consumption of LED applications,
making the demand weak and powerless. Some LED companies are concerned that
2018 and 2019 may be the cold winter for the LED industry while no opportunity
has been observed for new technologies and applications and the international
situation remains unclear. Regardless of the poor industry outlook, demands for
niche applications, including fine-pitch LED digital display, Mini LED backlight,
UV-C LED, automotive lighting and high-efficiency lighting LED, have a positive
outlook and may drive the market growth in the future

A. Development by region

European LED lighting market scale continuously expands, to the tune of USD
8.292 billion in 2018, with an annual growth of 9.5% and a penetration rate over
50%. In this market, lighting fixtures for commercial lighting have the greatest
growth momentum, such as spotlight, filament lamp and decorative lamps.

American lighting manufacturers all achieved good revenue performance in 1H18,
which mainly came from American market. Cost of lighting products is expected
to transfer to consumers due to the impact of US-China Trade War and rising raw
material price.

The unit prices in the Japanese market are higher. Besides, due to the rebound of
Japan’s economy and the impact of 2020 Tokyo Olympics, the growth of Japanese
market will remain.

Southeast Asia is gradually developing into a dynamic LED lighting market.
Thanks to the rapid growth of local economy, infrastructure investment and
population, the demand for lighting is massive. The penetration of LED lighting in
the Middle East and Africa market is rapidly increasing, and the market potential
in the future is still expected.

B. Development by applications

European LED lighting market scale continuously expands, to the tune of USD
8.292 billion in 2018, with an annual growth of 9.5% and a penetration rate over
50%. In this market, lighting fixtures for commercial lighting have the greatest
growth momentum, such as spotlight, filament lamp and decorative lamps.

According to the research report of LEDinside, during 2018 to 2023, LED lighting
market scale will gradually increase. LED lighting market scale will reach USD
56.6 billion in 2023. CAGR during 2018 to 2023 will be 9%. LED manufacturers
have continued to clear their inventories due to the weak demand at the year end.

Outlook for lighting market trend during 2019 to 2020: three major opportunities
will become the revenue growth momentum for lighting manufacturers. One is
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lighting demand stimulated by 2020 Tokyo Olympics. The other is that the
requirements of high-end lighting market is likely to rise as DLC V5.0 improves
quality of light and luminous efficacy. Last but not the least, lighting
manufacturers expand cross-industry to create business opportunities, which can
be seen in architectural smart lighting, human centric lighting, horticultural
lighting, fishing lighting, special lighting and so on.

In terms of LED horticultural lighting, the market is now mainly focused on LED
technology pioneers, like Europe, U.S. and Japan and countries with less
population devoted to agriculture, followed by China. According to OFweek.com,
the global LED horticultural lighting market scale is USD 190 million, growing
26.7% YoY, indicating great market potential of LED in agricultural applications.
This great market potential gradually forms a new direction of LED industry
development. Not only have the international manufacturers such as Osram,
Signify, Current, Cree, Nichia, Mitsubishi, and Sharp been accelerating their
devotion in horticultural lighting, but Foxconn, Sanan Bio, Hongli, Refond, and so
on have also been engaged in the development of relevant products. 2018 is a year
of breakthrough for horticultural lighting. LEDinside estimates that the market
scale of horticulture lighting and LEDs will grow to US$ 633 million and 151
million by 2022, with a CAGR of 30% and 27% during 2018 to 2022 respectively.

In terms of LED horticultural lighting, the market is now mainly focused on LED
technology pioneers, like Europe, U.S. and Japan and countries with less
population devoted to agriculture, followed by China. According to OFweek.com,
the global LED horticultural lighting market scale is USD 190 million, growing
26.7% YoY, indicating great market potential of LED in agricultural applications.
This great market potential gradually forms a new direction of LED industry
development. Not only have the international manufacturers such as Osram,
Signify, Current, Cree, Nichia, Mitsubishi, and Sharp been accelerating their
devotion in horticultural lighting, but Foxconn, Sanan Bio, Hongli, Refond, and so
on have also been engaged in the development of relevant products. 2018 is a year
of breakthrough for horticultural lighting. LEDinside estimates that the market
scale of horticulture lighting and LEDs will grow to US$ 633 million and 151
million by 2022, with a CAGR of 30% and 27% during 2018 to 2022 respectively.

Chart 20. Global LED Horticultural Lighting and Package Revenue
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As all countries and regions around the world attach increasing attention to sport
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industry, and the cost performance of LED lighting improves rapidly, LED sport
lighting will face with rapid development, it is estimated that the global LED

stadium lighting market scale reaches USD 673 million in 2017 and USD 1,563
million in 2022, growing faster than general LED lighting.

Chart 21. Global LED Stadium Lighting Market Scale
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Accordina to LEDinside, OLED liahtina market scale is expected to reach USD191
million in 2021. witnessina an averaae annual arowth rate of 1.07%. Althouah the high
cost and limited lifespan of OLED technoloav make the increase of penetration rate
become auite hard. with technoloaical breakthrouah. OLED liahtina arows rapidly.
Besides the rise of environmental awareness amona the aeneral public and the
increasina reauirements for liahtina intearation of life and art. white OLED is likely to
become the next-aen liahtina. In addition, the four leadina companies of OLED
lighting industry in 2018 are LGD, Acuity Brands, Konica Minolta and OLED Works.

. Development by products

As all countries and reaions around the world attach increasina attention to sport
industrv. and the cost performance of LED liahtina improves rapidlv. LED sport
liahtina will face with rapid develooment. it is estimated that the alobal LED stadium
liahtina market scale reaches USD 673 million in 2017 and USD 1,563 million in 2022,
growing faster than general LED lighting.

In terms of products. liahtina still occupies the most amona LED abpplications. reaching
49% in 2018. Traditional displav and traditional backliahts also share a laraer portion
but with limited arowth in the future. New Mini LED backliahts or Mini RGB are
expected to be the new momentum for arowth. however the market acceptance now is
still low. Automotive liahtina is the market drawina the most attention for the next two
to three vears. A new supplv chain will be formed and break the current closed
automotive supplv chain with the rise of China-made automobiles and new energy
automobiles. It will be a chance for newcomers in either Taiwan or China.

In view of supplv. Chinese manufacturers are still the main source of supplv with 70%
of market share in 2018. The prooortion did not increase much because high-end
antomotive, hiah-end backlioht and liahtina markets are still dominated by
international manufacturers, whose sales revenue from China market keeps growing by
4%.

The LED industrv has risks of oversupplv. but demands for niche applications,
includina fine-pitch LED diaital display. Mini LED backliaht, UV-C LED, automotive
liahtina and hiah-efficiency lighting LED, have a positive outlook and may drive the
market growth in the future.

Accordina to LEDinside, the revenue of fine-pitch displav-used LED will arow by 31%
YoY in 2018, with the increasing demand for LED displays from the rental market,
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retail industrv and conference rooms, etc. Compared with other applications. fine-pitch
LED displavs have hiaher profit marains. and the fine-pitch technoloay would also
enable more new applications. In addition. the fallina prices of LED chips have made
LED displavs more cost-effective than other alternatives in the commercial sector.
Therefore. many LCD panel manufacturers and branded display manufacturers would
try to develop fine-pitch LED displays.

Coupled with direct type LED backlight and local dimming, mini LED backlighting

can be introduced into LCD display to enhance the contrast and brightness of LCD
display. Mini LED applications can provide customers with an extra choice other than
OLED displays. Taking 27-inch desktop gaming monitor as an example, it uses around
4,000~12,000 LEDs, providing better performance and visual experience for users in
combination with multi-area independent backlight control. However, current mini
LED applications are only found in premium models due to the high technical costs.
Mini LED backlight technology is expected to be widely applied to other kinds of
displays, if the costs are cut down and breakthroughs are made in the process of mass
transfer, which will significantly boost the demand for chips in the LED industry.

The growth of UV-C LED market is mainly driven by three applications: static water
sterilization, surface sterilization and flowing water sterilization. Static water
sterilization and surface sterilization applications (such as air purifier and home
appliances, etc.) do not have strict time requirements, but need to be cost-effective as
much as possible as components of consumer home appliances. Therefore, it is hard for
UV-C LEDs to penetrate the market in the short term. On the other hand, running water
sterilization requires high power of over 40-50mW. LEDinside notes that technological
hurdles and yield rates are major challenges for UV-C LED market currently, which
will be overcome in the future.

With the price reduction and function enhancements of LEDs, the revenue and
penetration rate of automotive LED lighting market have continued to grow. In 2018,
the revenue of automotive LEDs would increase by 15% YoY. Particularly, the market
has seen rapid growing demand from headlights and automotive panels. However, the
OE market has high requirements for LED manufacturers, while more and more
carmakers hope to integrate sensing components with lights, thus the current
automotive original equipment (OE) market is still an oligopoly one, dominated by
Osram, Nichia, and Lumileds, etc. Therefore, other LED manufacturers mainly cut into
the aftermarket or performance market, or segments with lower barriers and higher
LED penetration rates such as interior lighting and RCL market.

With increasingly strict regulations on energy saving and environmental protection
worldwide, the LED lighting market would also prefer products with higher light
efficacy. DLC regulations in the U.S. has improved light efficacy requirements for
lighting products year by year; the European Union $ alrafting a new energy
standard, Ecodesign Working Plan 2020, requiring lighting products to have a light
efficacy over 85 Im/W. Although the draft is still under public review, it has gradually
attracted the attention of LED manufacturers for high-efficacy LEDs.

(3.2) Status and development of LED Industry in Taiwan and China

Taiwan LED component industry has been facing adjustment in recent years, to lower
their presence in or even exit the mass market of blue LED for backlights and general
lighting applications, and turn to the niche products such as four-element LED,
automotive applications, invisible light LED, Mini LED or non-LED optoelectronic
semiconductor products such as VCSEL, GaN HEMT etc.

In 2017 the market value of Taiwan LED component industry is about USD 3.7 billion.
Given that Chinese manufacturers already have advantages in end applications such as
lighting and display backlights, Taiwan manufacturers are no longer devoted to LED
components for those used in mass applications but focus on niche products like
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four-element LED, automotive applications, invisible light LED, Mini LED and
biomedical applications. The range of those nich products is very broad. Many of them
need to be done through cross-funtion or cross-industry collaborations. Therefore, it is
the primary task to establish a platform for collaboration, to enhance the efficiency of
product development and to accelerate the distribution flow through the up, middle and
down streams.

According to the report by China Soled State Lighting Alliance (CSA), the penetration

rate of LED in China general lighting market reaches 70% in 2018. It reflects the global
trend that the share of LED lamps in the global lighting market has been increasing
from less than 5% to over 40% within the past six years. Owing to the steady growth of
LED indoor general lighting, the rapid growth of outdoor landscape lighting and the

steady high-speed growth of display, the production value of LED in 2018 accounts for
RMB 728.7 billion, growing 13.5% YoY.

Nevertheless, due to the slowdown in global economic growth and the decline in China
real estate industry, GGII estimates the growth of production value of China LED
industry will decrease to 11.3%.

Chart 22. 2014~2019 China LED Production Value and Growth Forecast
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Lighting as the largest application of LED, the pace of growth in China LED lighting
products export obviously declined in 2018. The export value of China LED lighting
products in the first three quarters in 2018 totaled USD 23.0 billion, with growth rate
only 2% YoY. In comparison with the growth rate of 20% in 2017, the downturn was
clearly observed. Guangdong, as the No. 1 province of China in terms of export, had
gone through a decline of 56% YoY in the export value of LED lighting products in
September 2018, with value amounting to USD 723 million. The fourth quarter was
expected to be further impacted by the US-China trade war, thus it was likely to see
negative growth in the export value of China LED lighting products for the full year.
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Chart 23. China LED Lighting Products Export Value
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Due to the low level of products pull-in by end-customers, the inventory had been
piling up qarter by quarter. China-based LED chip makers had high inventory levels
exceeding RMB 6 billion at year-end 2018 due to weak demand, according to industry
sources. With the coming of slack season, lowering the chip price can no longer
stimulate the market demand. The utilization rate was commonly below 50% for
China-based LED chip makers, many of which already suspended production or offer
new year’s leaves in advance, in order not to worsen the inventory problem. The
oversupply in the overall LED industry caused the significant rise in LED chip
inventory in 2018, which may worsen the demand and supply situation in 2019.

According to LED inside, China LED chip market value of 2018 amounted to RMB
17.1 billion, growing only 4% YoY. In comparison with the growth rate of 19% in 2017,
the decline is obvious. From the latter half of 2017, the manufacturers have been
releasing their capacity. Till the end of 2018, the capacity of Chinese LED chip makers
totaled 11.2 million per month, with growth rate of 31% YoY. Capacity increases more
rapidly than demand, resulting in high inventory level and decrease in chip price.

In regard with China local chip makers, their sales revenue totaled RMB 15.5 billion in
2018, growing 4% YoY. The first-tier manufacturers, including Sanan, HC SemiTek
and Aucksun, still achived steady growth in revenue. Meanwhile, other small to
medium-sized manufacturers experienced revenue decline due to the lower market
price with no capacity expansion. About the chip supply, Chinese manufacturers
accounted for 81% of market share, while Taiwan manufacturers accounted for 18%.

Chart 24. China LED Chip Market Value
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Regarding LED packaging, the market value in China of 2018 is RMB 69.7 billion,
growing 6% YoY. Starting from the latter half of 2018, the export of LED lighting
products was largely affected by the US-China trade war and will not be eased shortly.
Therefore, it cannot be optimistic toward the market demand in 2019. The domestic
demand in China market is supposed to be the main driving force for growth,
including the demand for automotive LED, high-end commercial lighting, high-end
backlights and display, etc.

Chart 25. China LED Packaging Market Value
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Chart 26. The Product Mix of China LED Packaging Industry
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Since the intensification of the US-China trade war from September 2018, LED
lighting industry became a target of taxation by the US, making Chinese lighting
companies the fist victim under the extra tariffs. The 10% tariffs imposed by the US on
lighting products from China has put huge price pressure on the lighting industry which
relys on the US market.

The first tariff list amounting to USD 200 billion issued by the US covers a broad rage
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of LED products. The LED lighting related products involved exceeds 30 items,
accouting for about 70% of the export value of China-made lighting prodects to the US,
which is around USD 8 billion. The additional 10% tariff will be imposed to these
products starting from September 24, 2018. The 25% tariff was proposed to take effect
on January 1, 2019 and was postponed to March 1, 2019.

Table 9. LED Lighting Products Covered in the First Tariff List

US HS Code Description US HS Code Description

Other electric | d
8539.10 Sealed beam lamp unit M05.40 ?irg?‘};eingl$it?irr}11§: o

8539.21 Tungsten halogen lamp 05,50 Non}%ﬁim; a:cllggrr:’égs and

illuminated signs, illuminated
853931 Fluorescent lamp 405,60 Aumepiias andthelik:

Mercury or sodium vapor lamp;

853932 metal halide lamp X0591 Parts of glass used in lamps
8539.39 Other lamp 90592 Parts of plastics used in lamps
853949 Ultraviolet or infrared lamp 9405.99 ot omel‘;nrﬁg‘;erials used
9405.10 Electric ceilfiintgncarswall lighting 851220 Othegggifgimngn(;r%irsegaﬂs(i: er;aiing
9405.20 Elg?ﬁé;?ﬁg;&?ﬁg E\?ncisisde 8513.90 Parts of flashlights or others

Lighting sets of a kind used for

9405 .30 Christmas trees

Source: LEDinsidé 2018/09

At this first stage, the US-China trade war already caused the export of China-made
LED lighting products to drop remarkably. Although the extra tariff is eventually
beared by customers, in fact, it will restrain the demand of end-customers and force the
Chinese LED industry to scale down a substantial portion of its capacity, meaning that
many manufacturers will be forced out of the market. As the US-China trade war
continues, some international manufacturers tend to observe the development and the
orders actually placed are decreasing. There’s a possibility that orders may shift to
Taiwan, Vietham, India or other area in the future, but the upstream and the midstream
of the LED industry may not leave China as it is hard to find another place that possess
such a complete supply chain as China does. The experts believe that the impact of the
US-China trade war is greater in the short term than in the long term; is greater on the
downstream than on the upstream; is greater mentally than physically. Howegar, w

the mental effect turns to the physical effect, eventually it may result in a greater effect
than it is estimated theoretically.

Other than the trade war, China’s deleveraging policy weakened consumers’
willingness to buy. The downstream of the LED industry, especially lighting products,
TVs, mobiles are directly relevant to consuming. The consequence of weakening
end-demand is that the overall demand in the LED industry disappeared, which affect
the entire industry hugely.

The deleveraging policy also influenced the supply. Over-expansion has long been a
problem in the LED industry. The reason behind is that many local governments launch
kinds of subsidy policies as investment incentives, indirectly guiding the companies to
expand their capacity in an irrational way. This is the same reason why there’s
oversupply and intense price competition in the LED industry for long.

Despite the US-China trade war and the deleveraging policy, the rise of China-made
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MOCVDs also brought some influence to the overall LED industry. Firstly, the average
price of China-made MOCVDs is probably 20~30% lower than that of imported
equipment. The reduction in the capital expenditure requirement lowers the entry
barrier of the industry and further affects the profitability. Secondly, the delivery time
of China-made MOCVDs is shorter. It can be shorten to even a year, while it may take
two years for imported MOCVD from placing orders to production in the past.
Moreover, price discrimination according to the scale of customers is not adopted for
the pricing of China-made MOCVDs. That means the equipment purchase price does
not differ too much for large companies and for small companies, and it eases the
centrailization of the industry and intensify the competition within the industry. In
conclusion, the rise of China-made MOCVD causes Chinese manufacturers to expand
their capacity very quickly in the past two years. In 2016, the capacity of China LED
industry accounted for less than 50% of the global capacity and approached 70% in
2018. It also made the surge in global capacity. The global capacity increased 58% in
2017 and another 28% in 2018.

Chart 27. Capacity Expansion Enhanced by China-made MOCVDs
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Facing the intense competition and lean margin in the domestic market, it is already an
irresistable trend for Chinese LED companies to go international, and key companies
have been planning their global strategy. Currently North America and Europe are still
the main destination of export in overseas market for China-made LED products.
However, patent issue is an unavoidable barrier to enter the US and Europe markets.
With the proceeding of China’'s Belt and Road initiative, the demand in emerging
markets has been enlarged, providing more diversified choices to Chinese LED
companies when planning their global strategy.

To fasten the entry into international market, cross-country merge and acquisition
become a shortcut to the enterprises. Through merge and acquisition, the enterprises
can obtain overseas patents, relevant production techniques and customers quickly, and
expand the market share rapidly. In addition to merge and acquisition, the enterprises
can cultivate into local segmented markets through establishing subsidiaries or factories
in other countries, or through partnership with local companies to enter the markets.
They can also development the overseas lighting market based on their own superior
products, strengthen their overseas sales forces, create overseas sales models, and
differentiate their products for different markets. Comprehensively speaking, in 2018
the increase in market demand fell far behind the increase in capacity. The price drop
increased LED companies’ sales quantity but not sales revenue. In 2019, on the demand
side, optimism is not allowed due to the global economy downturn and the US-China
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trade war; on the supply side, the expansion continues which means the oversupply
problem will also continue. In the past decade, Chinese LED industry had experienced
highspeed growth owing to the subsidy policies for MOCVD from China government
and the demonstration LED project “ Ten Thousand Ten Cities” and others. Lighting,
backlights and display have been the driving forces for the LED industry to move on.
After the rapid growth in the past decade, the markets of these traditional LED
applications have been mature, thus the industry has to find out other applications with
highspeed growth potential for the next decade. Emerging applications such as
Mini/Micro LED, automotive lighting, higlend healthcare lighting and UV/IR LED

are worthy of market attention.

The upstream,

midstream and downstream

Various types of material manufacturing IC, LCD, LED, GaAs and I Semiconductor industry
Domestic— supplier [electrical wire (cable), plasticized related material product, |«—— LCD industry
Offshore materials, metal, mechanical parts and €T ? equipment dealer. LED industry
components electrical control component. GaAs industry
I Biotech industry
sptemrict v, || Sy e
integration operator. :
Domestic— various types of equipment manufacturing, | _ I
| supplier (IC, LCD, LED, GaAs). Subcontractor (pipework,
Offshore
(_‘ > fire/air-conditioning, power,f‘ >
furnishing, health, drainage |
and the like).

1.2.3. The products’ various development trends

(1)

(1.1)

Sales and service of higeeh equipment and materials

Below describes separately on optimal mask fabrication, LCD, color filter
processing, IC processing, IC packaging process, LED process and others
Optical mask processing

Optical processing holds the critical key in bracing for smaller diameter, such as
nanometer grade in IC processing. With optical mask being infinitely important in IC
processing, major IC foundries and optical mask producers are sparing no efforts in
optical mask equipment/material investment. In care of the foresaid trend, the
group vies to brace for the development focus of higher quality on the products it
sells.

Firmware equipment: MTC company’s higimd and low-end optical mask’s light
blocking coating and rinsing equipment have been adopted by critical customers.

A. KBTEM-OMO offers pattern generator, inspection and repair machine for photo
masks for medium and low level processing.

The material aspect: KMG company’s pertinent processing chemical solution has
been applied in matured optical mask product processing, and iterigproducts

can also respond to the future’s even smaller wire diameter and higher quality

demands.

(1.2) TFT-LCD and color filter processing

According to the Sigmaintell, which stated Global TV Manufacturer Shipment
Report that the total number of global TV shipments was 239.8 million units in 2018,
a yearenyear increase of 4.3%. However, the overall performance was a rapid
growth in the first half of the year, which was an increase of 8.1% because of the
promotion of the 2018 World Cup. The shipments began to decline in the second half
of the year, and the growth rate was only 3.8% in the third quarter, and decline
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around 0.6% in the fourth The quarterly.
The professional research and development agency-IHS Markit, pointed out that the
global shipment of more than 65 inches of panels is expected to reach 30 million
pieces in 2019, and it will growth above 50% compared with 2018. Panel maker
AUO believes that oversupply has become the norm. In addition, the IHS Markit
announced that the large panel display market will trend in the third quarter of 2019
after a period of oversupply. Even though the market is tight but the mainly
increased productivity is by the new plants and old factories in China's 8.6 and
10.5/11 generations.

(1.3) Integrated circuitry component processing
On semiconductor wafer defect sorting equipment market, with major semiconductor
producers such as TSMC, Intel, Samsung plants and so forth entering into the under
20nm generation, local equipment producer Han Microtech and major foreign
producers KLA Tencor, Applied Materials have successively launched
semiconductor wafer sorting equipment focusing on measuring visual wafer defect,
and the group’s proprietary represented QCEPT Technologies model ChemetriQ5000
boasts as the only non-optical visual wafer defect sorting machine in the
semiconductor sector worldwide, and also with global 12" wafer output continuing
to rise, and with cooper processing and low-k material application continuing to rise,
meanwhile the introduction of silicon-on-insulator (SIO) wafers, strained silicon
wafers, high-k materials have all become the critical development trend.
A majority of the products the group sells are able to address the foresaid advanced
processing needs: Electric's 12" vertical diffuser burner encompassing BCD
processing equipment that can be used in oxidant condensation, nitrification, high-k
thin membrane to offer a high coverage ratio and even membrane coating and so
forth, offering semiconductor or optical plants with special gas, as well as Jordan
Valley’s rotating and refractive X-ray thin membrane measurement solution proposal,
which can all address the clients’ needs by timly providing the optical services.

(1.4) IC packaging processing
In response to the electronic products’ lightweight, thin, short and compact trends,
the domain of IC product dimensions is also sought by all producers, and to service
IC rear processing packaging clients, the group has intercepted with advanced wafer
and coating packaging technology by introducing wafer grade ball mounter by
Athlete FA Corp of a Wafer Level CSP Ball Mounter In addition, we provide
comprehensive inspection services to customers in BGA, flip-chip, wafer bumping
and the latest 2.5d/3d ic, and info, fan-out wafer-level packaging fields.

(1.5) LED processing
Since the development of the LED industry purchasing EPIl-wafers from Japan for
rear processing and packaging, currently a number of local producers are capable of
mass producing EPIl-wafers. Also on product aspect, local producers also
command the production technology on HEMT, laser diodes, bluelight LEDs and so
forth.
The product the group sells encompass not only gallium provided by 5N Plus Corp,
and it also offers CCT Corp’s GaAs, InP and related 3-5 groups, Cemet ZnO
Substrate 2-6 groups substrates, as well as EMF Corp’s MOCVD processing oriented
various organic metal raw materials. In the meantime, it also caters to LED
upstream sapphire crystal plants and chipset plants or midstream silica plants by
offering the clients with pertinent processing production key raw materials and
servers, i.e. sapphire long crystal burner raw material Al203, X-ray orientation
instrument (HRXRD), buffing pads, buffing slurries, green carbonate silicate ground
powder (GC) and carbonate borosilicate buffing powder (B4C0O and the like.

(1.6) Solar energy industry
On solar energy single multi-crystal production chipsets, with the cost dropping to a
certain level at present, with little room for price reduction, other wearable material
costs continue to follow high efficiency and a reduction on production cost; what can
be done in the future is on server purchasing and cost amortization, which will
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ultimately affect the producers’ end product production and cost competitiveness.
Moreover, with Taiwanese silver slurry plants accounting for a foothold on the front
and back silver slurry processing, there is a great demand for voluminous, stable
quality silver slurry powder producers, and the group has secured the representation
right fro major silver powder producers to be able to offer a stable supply volume,
and that as silver powder is not only used in the PV industry, and it can even cross
over to the LCD and passive components industries.

(1.7) Other testing and laboratory use equipment
In recent years, Taiwan’s IC industry, FPD industry, LED industry have achieved a
certain scale, and comparatively equipment, material companies supporting the
foresaid industry processing have mushroomed in their inceptions. To satisfy small
medium high-tech firms and research laboratories’ needs, the group has also
launched the latest Lasertec new product of a hybrid laser microscope.
(2) Automatic supplying system
(2.1) Gas automated supply system
With significant room to grow on the semiconductor, optoelectronics, biotech and
other high-tech industries at present, whether it is in Taiwan, Mainland China or
Singapore, it also triggers other relevant industries to buoy. Particularly so is
how the gas automated supply system plays an infinitely important role in a plant
facility, and it is also one of the indispensible, critical facility in a high-tech plant.
No change is expected in the gas automated supply system, whether it be in the
implementing technology, project design or gas supply equipment and so forth at
present or in the future, yet in light of the low price competition, new competitors,
local or foreign, continue to join in the race.
Through many years of efforts, the group has become one of the primary industry
suppliers, in terms of the operating scaled and technical sophistication. In the
future, the company vies to put its competitive focus on optimizing the cost
control model, in a bid to bring the clients with high quality, high efficiency total
solution proposals.
(2.2) Chemical automated supply system
With the chemical automated supply system being a requisite chemical conveying
supply facility in high-tech industry plant launching, where not only the existing
IC, FPD, LED industries’ production expansions have put an increase on plant
launching project demands, and with other peripheral supporting companies that
although small in scale but for quality demand also require installing and
operating such automated supply system on production equipment and at
materials factories. Focusing on the future technical aspect, unless there is
innovative development on the use of chemical materials, the current system
design, equipment and implementation will continue to undergo changes
corresponding to the customer’s processing change, and exactly for is service
unigueness, and
high technical thresholds, the saturating market will prevent potential rivals from
entering into the market.
(2.3) Special gas monitoring system
The special gas monitoring system is of a necessary design in the high-tech
industry’s plant launching safety measures, and besides the existing IC, LCD,
LED industry production expansion, which expands the monitoring system’s
market, other peripheral related industries are also in need of introducing the
system for the safety and monitoring demands on production-related equipment
or materials.
(2.4) Logistical service operation
For the lack of manpower and for professional consideration, various IC, FPD,
LED plants are turning to outsourcing some of their operations to professional
task-sharing service has also become a future trend. In the next few years, there
are plans to begin outsourcing the facility system operations to outside
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task-sharing, such as the gas, chemical, pure water, E&M systems, as to the
facility equipment and other aspects, there is no such necessity for task-sharing so
far.
The group is currently pursuing the total chemical management (TCM), total gas
management (TGM) and total water management (TWM) work, which will
facilitate offering more comprehensive andaltompassing services; as for the
facility operating service for small and medium plants, currently a set of
comprehensive facility operating contracts have been signed, and the group vies
to actively underwrite projects by choosing the suitable customers as a
breakthrough to the operation.
(2.5) Factory automated operation

A. Facility management control system (FMCS)
The system remains a critical investment in the high-tech industry in inducting
the facility monitoring on plant facility into the plant launching, and for the future,
besides the high-tech sector, other industries are poised to add such type of
automated facility monitoring facility needs with technological progress, with
which to excel the adequacy ratio on plant facility, ensuring a smooth factory
production, manufacturing flow in the future, thus offering aggregated market
demand, but relatively with increasing number of competing companies.

B. Computer-integrated manufacturing (CIM)
In the face of an industrial trend of smart manufacturing, it is important to draw
support from ERP/CIM/MES to achieve automated, digitized and smart
manufacturing, and adjust management decisions through effectively collecting
and managing the rapidly changing information within manufacturing plants, to
accelerate adaptation and response speeds. Marketech International Corp. not
only informatizes all website systems through its computer-integrated
manufacturing operations, but also know the importance to connect different
modules (ERP/CIM/MES) with one another. All the website information should
"talk to one another" for M2M connection during the manufacturing process, and
communicate through the networking platform, to provide customers with
sophisticated services in their manufacturing process, including production
management, equipment monitoring, processing improvement, energy
consumption, and offer customers smart plant solutions for increased production
capacity, improved yield and reduced energy consumption.

C. Automated product representation operation
The product integrates cloud technology and Web framework, and also provides a
highly extendable firmware/software framework, which can be applied in specific
applications of energy saving and carbon reduction, equipment status monitoring
and so forth, with which to provide the client end to rapidly introduction a
solution proposal, making it a future automated product development trend.

(2.6) Information communication, enterprise information and software services

At present, enterprises, when faced with future diverse and drastically variable
interactive environment, often need to confront the unknown by grasping the
known technology, to require utilizing the existing resources, and further need to
convert a variety of data into information, or even utilize the cloud platform in
analyzing large data in order to derive high quality analyses and decision
reference data, which can enhance an enterprise to confront the rapid changing
speed at decision making, as coordinated with the cloud and mobile equipment
interacting to conduct the internal resources integration, by which to adjust the
operating pace, maintain the customers’ loyalty to the enterprise’s products for
aggregating the positive effect.
With mobile broadband innovative technology and applied services development
being a focal development orientation by governmental department and in the
computer information industry in 2015, the integration of logistical networks,
digital streamlining and cloud technology can be used to develop innovative
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applications encompassing the aspects of intelligent cities, smart homes and so
forth. In light of which, the group vies not only to continue culminating the
telecommunication operators’ system integration services, and when faced with
the rush of big data and software service, we will continue to devote our efforts in
“destructive innovative” by using the service orientation build on the existing
business mode as the software development backbone to introduce an open-ended
APl management, with data science and figurative analysis as the software
services core framework by developing an O20 (online-to-online) enterprise
real-tie competitive biding platform, which will utilize said open-ended
framework and cloud service spirit, offering even lower system launching and
operating costs, offering the enterprise owners with more flexible cloud enterprise
services.
The group will broach it by integrating the logistical sensor equipment and digital
content management platform in conducting interior positioning, guided
purchasing and browsing on business application services development, which
can be applied in settings such as department stores, showrooms, museums, malls
and so forth; it is anticipate to utilize precise business marketing scenario in a bid
to create a win-win value cycle between the owners and the consumers. It will
also offer enterprise information system integration management, consulting
advisory and solution proposal related services, and also to provide the contents
closer to market needs on digital content service, integrated information,
communications, and mobile applications, as well as cloud service platform.
While the MingStar serial products have accumulated the group’s vital
information assets, the company’s enterprise computerized services offering
enriching practical experience can also act as a critical collaboration partners to
various enterprise information strategies in an attempt to echo to the market
demands, and to create greater gains and value.
(3) Total Facility Engineering Turnkey Project

(3.1) High tech/biotech and pharmaceutical plant facility planning, design, work
implementation and turnkey testing
With high-tech IC, FPD, LCD and related industries confronting a slowing
demand and the global economic slowdown tsunami, dragging down peripheral
industries to facing the issue of a slowdown in plant expansion, these companies
facing the conundrum in how best to utilize their manpower with precise
efficiency have turned to integrating professional operators as a future trend.
With market competition becoming ever fierce, it not only put pressure on
professional operators offering the professional service, even the customers
themselves can no longer distance themselves from the turbulent change. In
terms of how best to effective control the investment cost, fully grasp the plant
launching and mass production engineering project and securing high quality
plant launching result which will enable the customer to meet or exceed their
expectations of product acceptance ratios, and successfully putting forth the first
step with competitiveness once the clients complete the plant launching has
become the market trend, which the group has commanded the comprehensive
service capabilities.
The group, with long term operation and focus, has culminated enterprise units
with varied disciplines, and is currently streamlining to the change in market
demand modes by speeding up the integration work among varied units
embracing towards a single service window, by which to offer the customers with
a brand-new package professional services, which will cut down the working
interface, reduce the pairing difficulties, and in turn excelling the efficiency, and
reducing the cost expenditure and plant launching time.
The group’s ability to rapidly grasp the market pulses and respond as early by
actively venturing into the market and also strengthening its technical
sophistication and integrating working capability, together with actively
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expanding into the biotech and pharmaceutical plant launching operations,
encompassing civil work, steel structure, interior furbishing, E&M, clean room,
gas, chemical, water systems, pharmaceutical special needs among other plant
logistical systems, secondary logistics with primary turnkey professional track
record has garnered the clients’ recognition and confidence, preparing it to further
expand the market operations in the future.

(3.2) High-tech factory equipment/server integrated server installation project
(total turnkey hookup projects)
In response to high-tech plant launching’s rapid timing and the demand of budget
and cost control, project turnkey integration emerges as an optimal solution
proposal at present.
The group is renowned for commanding a most authoritative overall planning,
design capability and work implementation team in the industry. It has rendered
many major high-tech plant equipment/service integration and hookup projects
and general petrochemical projects. Despite there are other operators joining the
domain at present, the group however still holds a respectable leading edge.

(3.3) Other industries
In response to plant expansions in the field of petrochemistry and traditional
industries, the Group has engaged in developments with past experiences in the
construction of technology plants. In addition to high-tech plants, we have also
been involved in plant expansions of traditional industries and construction
projects of public works. At present, the Company has dealt with public works
and plant expansions of traditional industries, such as water purification, sewage
treatment, water reclaim and purification, pumping station construction and
automation, hoping to expand the business area by diversified operations.

(4)R&D and manufacturing of Customized equipment

As the processing equipment required of the local high-tech industry still relying
on foreign imports, and for the lack of major local producers venturing into the
industry, yet as the processing continues to evolve in generations with rapid
high-tech development, foreign original equipment manufacturers will no doubt
gradually release their older technology in order to focus on bracing towards new
generation technology development, and the older processing equipment
manufacturing or operational maintenance/repair will gradually rely on local
producers. Moreover, as driven by low cost and large-scale equipment
(specifically referring to the TFT-LCD industry), it further drives foreign original
equipment manufacturers to seek collaboration partners in Taiwan.
The group, in care of the trend, has significantly increased its R&D budgets in
recent years, particularly focusing on customized equipment by stepping up on its
design, assembly and testing capability, fostering a few projects currently in
progression. The group anticipated to steadfastly emerge in the market, in
anticipation to entering the industry at a most competitive stance, gearing to
contribute its efforts to the processing equipment industry that somewhat lags on
the island.
As Mainland China’s demand for customized equipment needs is yet another
scenario, due to its lagging population bonus, as the rising labor wage continues
to marginalize the enterprises burdens, while its urban development policy further
resulting in frequent labor shortages, MIC is poised to rise riding on its
customized automated equipment design and manufacturing capability, to
experience a dynamic development in the civil industry, with many projects
currently in progression.

1.2.4Competitive status
(1)Sales and service of high-tech equipment and materials:
(1.1) Lasertec company’s color filter testing and repair system
With color filter’s primary rivals are V-tech, Takano, NTN and such companies,
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to seize next generation large size market orders, all producers are aggressively
turning t lowering the cost and excelling the functions, together with the
governments’ localization strategy incentives, the servers’ manufacturing and
production lines have been shifted completely to Taiwan, and with the cost
significantly reduced, it offers certain help in securing the orders

(1.2) MTC company’s optical mask coater equipment
With MTC’s optical mask light blocking coaters facing increasing rivals in the
market, MTC remains the primary supplier. On optical mask cleaners, German
Hamatech, Japanese Sigama are primary rivals, while MTC relies on its fine
processing experience and innovative design to gain a competitive edge on
optical mask cleaners.

(1.3)KE company’s batch type burner equipment
With the primary rival is Tokyo Dynamics, current TSMC N20 plant expansion
has the server count exceeding the rival’s, and on the next generation processing
server adaptation, the group has secured rather respectable result collaborating
with TSMC R&D department; also on memyomarket, with the expansion of
field of application, it is expected to gain further growth.

(1.4)Corning Tropel company'’s testing server
It accounts for around an 80% market share in the precision processing industry,
around a 60% market share in the wafer industry, with primary rival being FRT,
but Corning Tropel continues to reign in technology.

(1.5) Bruker-JV company’s testing server
It accounts for over 40% of the market share in Taiwan and Mainland China, with
around 100 servers installed, and when competing with foreign suppliers,
although varied in technology, it continues to command ceratin competitiveness
for the pricing advantage.

(1.6) Formosa company'’s positive charged material
With fierce competitiveness on positive charged materials in Mainland China,
there are in excess of 15 lithium producers, all taking to the price fight, while the
group, as a non-sole representation, only occupies less than 10% of the market in
Mainland China, and is positioned at a middle-lower level.

(1.7) Cobot company’s microelectronic material
With the main competitor being Mainland China’s An Ji Microelectronics, and
with state project capital backing, CMP is poise to cause certain threat to the
microelectronics material Cobot supplies on the low-end domain.

(1.8) Dog-A company’s OLED aging equipment
It mainly pertains to supply Apple processing plants with original certified
equipment for Apple producers and processors, and currently Dong-A caters to
Apple processing plants with sale and after-sale service proejcts.

(1.9) Athlete FA Corp’s OLED aging equipment
Athlete's semiconductor wafer level of package solder ball of ball mount and ball
filling machine are currently being a leader position in Taiwan's semiconductor
wafer-level packaging market. Athlete FA Corp has more than 90% of the market
share in industry. Under the continuously development of the wafer-level
packaging technology in the current semiconductor, Our main customers all are
long-term partnership of major customers, such as TSMC, ASE, and SPIL. For
the future panel level package, the main competitor is AIMECHATEC, Ltd,
which is another business development to expande a new market of Athlete FA
Corp.

(2)Automatic Supplying system

(2.1) Gas automated supply system
With the gas automated supply systems being a rather matured industry in Taiwan,
thus the requisite competitive edge rests more than on a stable quality, low cost
remains a major concern.
The group has successfully developed with gas material vendors a modualized
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panel to command eompetitive edg in pricing and production speed; in product
development aspect, it is able to offer customized product catering to the client’s
needs; in onsite maintenance/repair aspect, the reasoned software/firmware
engineers are able to provide speedy, real-time services.
(2.2) Chemical automated supply system
MIC created its own brand in 2000, and since then, the whole chemical
automated supply system has been copied to semiconductor industry and
optoelectronic industry. From 2005, MIC took advantage of this chemical
automated supply system to complete the establishment of several 300mm fabs
with systems engineering, ranked one of the top brands. The group has its own
brand so that the price is more competitive, and services quality is improved. As a
result, we have not only won high reputation from our customers, but also
accounted for high market share in newly-established high-technology market.
(2.3) Special gas monitoring system
For a decrease of manpower and for professional consideration, outsourcing some
of the operations is an existing situation in Europe, the U.S. and Japan. In Taiwan,
currently only TCM (Total Chemical Management) and TGM (Total Gas
Management) & Total Water Management (TWM) in facility system would do
outsourcing to provide equipment maintenance, replacement of chemical and gas
supply materials, monitoring and control system, etc. Main providers of technical
services are certainly the original equipment suppliers, but still no independent
and professional “technical services providers” exist.
The group has taken assignments of operations in facility system for more than 20
years, and the works included total chemical management (TCM), total gas
management (TGM) and total water management (TWM), We offer more
comprehensive and all-encompassing services. As a well-operated company,
employee promotion, annual adjustment in salary and good welfares are all
ensured. Accordingly, our employees show great loyalty and high efficiency in
working, and are also recommended by our customers word of mouth
(2.4) Factory automated operation
A. Special gas and facility management control system (GMS & FMCS)
A. This kind of service is heading towards comprehensive and integrated
service, main customers of which are IC and LCD plants in Taiwan and China.
They tend to seek for cooperation with stable and all-encompassing companies,
like Mitec, where skilled personnel and technical support sufficient. In this
way, system-integrated competitors with relatively less capital, workforce and
technigue can hardly enter the market, which makes the threshold higher, and
by contrast, it is more difficult to compete
B. Computer-integrated manufacturing (CIM)
B. Taiwan's manufacturer must pay attention to the transparency of production
in the future, to immediately adjust the production with product traceability,
and respond to customer needs for additional business value. "Lean
production”, which presents an approach that integrates management with
technology, is not likely to succeed on the first try. Enterprises should
identify thier key technologies based on industrial characteristics when turning
to Industry 4.0. The difference between Industry 4.0 and traditional industries
lies not only in the degree of automation and informatization, but in the use of
cyber-physical system (CPS), big data and other technologies to achieve smart
factory. Therefore, the core technologies of Industry 4.0 are 10T (for collection
of all-round information), big data (for analysis and forecasting), intelligent
robot, and cyber-physical system, which will be integrated by Marketech
International Corp. in terms of its computer-integrated manufacturing to make
productions more responsive.
C. Automated product representation operation
T The group provides customers with purpose-specific automated products
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and customized services which feature fast-integrating advantages and short
establishment period. Meanwhile, every system can be inter-compatible and
integrated, breaking the traditional frame. Hence, a huge flexibility and agility
of expansion can be supplied to customers to help them completely understand
the whole picture of developing information strategy planning. Unlike general
automated products with multi functions on the market, great performance and
results can be presented immediately under this operation, which makes our
products more competitive and valuable.
D. Prognostic and Health Management
This management system can reduce product defects and increase the
utilization of facilities, and it has become a trend. However, as the strength of
manufacturing industry in Taiwan, semiconductor and optoelectronic
industries have no sound solutions to improve defects and utilization. As a
result, based on the expertise in system integration for more than twenty years,
the Company cooperated with a domestic professional corporation, Industrial
Technology Research Center, to establish Prognostic and Health Management
using big data analysis. The system was first developed by Taiwanese,
providing a sound solution from in-time monitoring of the status of equipment
to predicting breakdown and management of the remaining service life. In the
meantime, it can be perfectly integrated with parts retailers to optimize
products maintenance, so the products are highly competitive.
(2.5) Information communication, enterprise information and software services
In recent years, the Internet of Things(loT) has become a hot topic of concern in
the communications industry. It will also be one of the 5G important application
scenarios which is extending the discussion of various application scenarios and
driving the development of upstream and downstream industries. As an important
component of IT industry, Taiwan is going to launch the new equipments,
applications and standard.
According to the Institute of Industrial Intelligence (MIC) who announced the
nine major development trends of the mobile communications industry in 2018. It
mentioned that 3GPP will complete the 5G NR NSA (4G nuclear network + 5G
access network) standard in 2018, which is expected to reduce the input costs and
risks and, to prompted 5G large-scale verification and commercial deployment to
start ahead of 2019. The relevant domestic telecom operators’ NB-I0oT services
are gradually being transferred. NB-loT is built under the existing network
coverage, and uses mobile communication technology to ensure the security of
data transmission. The frame is simple communication module, which can greatly
reduce the cost of 10T equipment, low power consumption. It brings several years
of battery power supply and increased more signals over existing 4G networks.
The covering is not only using the entire station, basement, remote areas and
pipelines. In addition, it can support more equipment to pick up at the same time,
to bring unparalleled business opportunities and new business models to all
industries, so that all things in the world will be in progress!
At present, the manufacturers that provide related integrated services in China are
large-scale, such as Tudor, Dunyang, Jingcheng, etc. These manufacturers have
been working in the telecommunications market for many years, and have their
existing business scope and market share. But for the new 5G industry layout,
there are still new markets that can be developed, and enterprise ERP and
commercial exploration software and Al related service applications are still the
main commodities of our company.
(2.6) Smart Housing System Business
A. Smart housing business
In the 2018 years, the Taipei city has completed 2,648 households in 18
areas , 10,752 constructions in 31 areas, 1,319 out of the package in 3 areas,
2,206 of planning in 7 areas, and 2,998 of urban renewal in 68 areas, the
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total number is 19,923 households of 127 areas.
B. Smart housing policy
Electromechanical, weak electricity, ICT.
C. Building a large package, building and combining mechanical and
electrical competition
About 70% of the total case is the cost of construction. Since the budget for
each case is NT$1 to 8 billion, all the medium and large-scale construction
operators will hold the whole case and subcontract. For various
electromechanical and weak electricity equipment systems constructors, ICT
is almost integrated by small SI companies. It is more conducive to
competition, if integrated electromechanical, weak electricity, ICT and
construction are combined. This should be the cutting-edge point for the sail
group.
D. Weak electricity + ICT competition situation
Because the budget of each case is located at NT$70 million to 300 million
and is executed according to the most favorable criteria. According to the
current policy and situation of the Taipei City’s package, almost all of the
Sls are awarded. And, the larger the capital that is more easier to be selected.
Nowadays, the Sl industry includes: Chunghwa Telecom, Yuanchuan
(Guangci South), Qunguang (Guangci North), Yizhong, Datong, Shentong,
Taigu, Zhongxing Baoquan, Xinguang Baoquan, and Ill. All of the above
vendors have faced many obstacles or lack experience of design. The basic
design is in progress, and other manufacturers' problems should be taken as a
follow-up to the implementation, and actively invested in the property
management to meet the needs of the city government's smart housing, and
then expand to other counties and cities.
(3)Total Facility Engineering Turnkey Project
Although there are many world-class companies for high technology integration
system business, their focuses are on design or engineering construction monitoring
for initial factory arrangement or clean room engineering. However, high technology
has become more and more mature, and the cost of factory building is gradually lower
so that the competition space of these world class companies are oppressed
automatically. Furthermore, the complexity and the profession of integrated system
business compel those world class vendors to focus only on design, construction
monitoring and special high-level clean room items for high unit prices initial at the
early stage of factory arrangement. This allows the Group to fold an extreme
commercial opportunity and competitive advantages.
From equipment expansion integration supply systems of large IC and LCD fabs to
project planning, design, construction and test, a different competition field is
differentiated from the companies mentioned previously, which only pays attention to
design and construction monitoring of initial factory arrangement. Additionally, for
special factory building requirement of middle and small factories or foreign
customers, the barrier for foreign vendors to enter such field is always difficult due to
cost and localized services after sales This situation allows the Group to become one
of the few professional vendors that can get across such a threshold in the industry.
To maintain competitive advantages and reduce cost, high technology industries have
shifted low-level products to China, which even makes market competition expanded
from Taiwan to China and Southeast Asia. Accordingly, the Group has developed and
deployed in such a large Chinese market with a great result.
As the demand for expansion of electronic industry market has been polarized, apart
from satisfying the customers of electronic market currently, we are engaged in
development of biotechnology and pharmaceutical related business in order to meet
the needs of customers with various kinds.
(4)R&D and manufacturing of Customized equipment
The suppliers of TFT-LCD processing equipment currently are from overseas, mainly
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from Japan, the U.S. and German. For instance, CVD equipment is primarily supplied
by American AMAT and Japanese TEL. Relevant processing equipment is produced
by OEM in Taiwan, such as AOI equipment, CF repairing and inspection equipment
and Laser repairing equipment. In addition, for system of automated packaging of
food, as the drinks market is large, the demand for automated facilities is also high.
The subsidiary of the Group in China highlights customers’ needs, and is an expert in
the integration of automated facilities at the later stage of food production. It not only
caters to customers’ needs to design, produce, test and install on its own, but also
provides annual components overhaul and comprehensive services.
1.3 Technology and R&D status
1.3.1. The operating business’s technical level and R&D
The group, at its initial inception, primarily caters to TSMC, UMC and related IC
manufacturing companies, and through the close-knit cooperation with globally
renowned semiconductor and electronic materials plants, it has introduced various
high-tech products when Taiwan’s semiconductor industry is at a budding stage, and as
it has also utilize the opportunity of collaborating with globally renowned producers to
steadfastly introduce the technology to laid a sound foundation on the group’s
automated supply system and integrated system professional know-how.
In the aspect of gas automated system and integration projects, the group commands
relevant professional design personnel in semiconductor, mechanical automated control
and chemical engineering and related domains, and also relies on equipment
distributor’s orientation training and pertinent technology outsourced orientation
training to absorb local and foreign peers’ technology, and also work through the
interactive exchange with key customers and local vendors in fully discerning the
producers and users’ needs, to develop on its own the international SEMI certified
highly clean special gas supply system equipment, technology and know-how. In
recent years, the group’s major customers in semiconductor foundries include TSMC,
China Semiconductors, Singapore’s SSMC, Philips among other companies, and in
optoelectronics plants of Optronics, Shu Ming, Ding Yuan, Lian Ya among other plants.
In the aspect of chemical supply systems, it has in 1991 first built MXIC FABI, with
then technology originated from U.S. System Chemistry Inc. supplying the servers, and
the company charged with implementing the pipework project, and also installing the
testing equipment servers, and the U.S. original manufacturer has assisted in completing
relevant projects, which sets off a foundation of the company’s chemical supply system
engineering technology. Upon completing MXIC FABI, it successively undertakes
projects from HMC, TSMC FABII, Winbond FAB II, Mosel FAB I, while System
Chemistry Inc. has progressed from initially assisting to complete the projects to only
supplying the servers, while the company has completed all system installation and
tuning by itself. With experience accumulated over time in plant launching, the
company has turned to designing and assembling the servers on its own, and has from
1994 to 2000 successively underwrote TSMC, UMC, Nanya and other major plants’
fabrication foundry small supply systems. With a wealth of experience accumulated
through instilling these small supply systems, and also through absorbing local and
foreign information and ongoing communication exchange with the clients over time, it
begins in 2001 to 2005 to underwrite large-scale chemical supply system facility
launching projects for Chan Mao Chimei, Rite Tek, Lian Zhong, Fei Bao, China Picture
Tube 4.5 generation and 6 generation plants among other optoelectronics plants, and has
also participated n MEMC plant expansion facility turnkey design project, in 2008 to
2009 it successively completes Ace More, Ba Yang, Da Shin, Wen Mao and Chun
Chang optoelectronics pants’ facility launching projects, and in 2010 to 2011, it has
participated in TSMC FAB 12, 14, 15 plants and Chu Hwa and other plants’ expansion
facility turnkey projects. In 2012 to 2013, it underwrites Meade Advance, Wen Mao,
Ace More expansion turnkey design projects. From 2014 to 2015, it participates in
Micro Technology, CNS plant launching and related turnkey projects. Iin 2017, in
participates in Wen Mao plants’ expansion facility turnkey project, JNC turnkey project,
and the first phase of water treatment plant at STSP. In 2017, joined TSMC's Chemical
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supply system in Nanjing

The group has, in recent years, actively delved into customized equipment R&D and
technical development, particularly focusing on stepping up customized equipment
design, assembly and testing capability, with currently developed projects include the
TFT LCD industry’s computer-integrated manufacturing (CIM), 8G panel conveyor,
dense packer (panel packer), and 8G checker firmware/software, as well as solar energy
battery cell module segment equipment, image screening equipment and solar energy
battery cell laser graphic device and the like, and it has further strived to embrace the IT,
biotech, medicine, food and traditional brick-and-mortar industry’s logistical automation
design and manufacturing development; moreover, it furthécipates in the Ministry

of Economic Affairs led industry high tech project using the LED as the light source on
LCD backlight module cores.

Thanks to the groups’ efforts in automated supply system and integrated system
operations in more than two decades, it enables the group technical capability and
project executive capability to garner widespread customer recognition, and when
envisioning the local two trillion dual star industry development technology, and with
customized processing equipment market becoming ever prevalent, the group vies to
continue venturing into the customized equipment R&D domain, and to bridging with
global major producers, in anticipation to expand the technical gap with rivals and also
strengthen the foundation for a sustainable growth.

1.3.2R&D personnel and their education/exposure
Unit: persons; %

Year

Education 2017 2018 2019 up to March 31
Personnel | Ratio (% | Personnel | Ratio (% | Personnel | Ratio (%

Doctoral 3 6.00% 3 5.56% 7 15.22%
Master 35 70.00% 34 62.96% 23 50.00%
B.A. 9 18.00% 14 25.93% 13 28.26%
College 3 6.00% 3 5.55% 3 6.52%
Total 50 100% 54 100% 46 100.00%
Average seniority 3.62 3.73 3.75

1.3.3The injected R&D expenditure in the most recent year and up to the annual

report publication date
Unit: NTD per thousand

Yeal 2018 2019 up to March 3
Item
Research and development expenses (A) | 256,60( 45,14
Operating income (B) 24,415,72 5,753,05
Ratio (A)/(B) (% 1.0t 0.7¢

Note: The figures are disclosed based on the 2018 CPA-audited consolidated financial statements and the 2019
Q1 CPA-reviewed consolidated financial statements.

1.3.4Successfully developed technology or products

The group research and development team commands high-tech manufacturing,
automated control, laser, optoelectronics, software, precise machinery technology
integration capability, and has had rather excellent results in developing high-tech
system equipment, with some of the critical R&D practical performances as enlisted
below:

Yeal

RYD track recor Application domail

200C | Color

Thin membrane liquid cryst:
display (TFT-LCD)

filter automated production line softw
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2001 | Thin membrane liquid crystal display substrate Thin membrane liquid crystal
automated handling system display (TFT-LCD)
2002 | MMIS (12" wafer defect micro observation equipmenf)2” wafer production check
200Z | CD, DVD disk offline bondin equipment CD, DVD disk industry
2004 | TFT 5.5G inspection equipment E& TFT-LCD display
irmware/software
TFT 5.5G review inspector TFT-LCD
TFT6G inspection equipment E&M firmware/softwalelFT-LCD
TFT6G panel convey TFT-LCD
Chip IC pick and place equipment IC sealing/packaging
CIM (computer-integrated manufacturing) TFT-LCD
Panel dense packer TFT-LCD
200t | Image screening technolc TFT-LCD
Sixth generation color filter tri Color filter
High definition A/V processing chipset Digital A/V equipment
2006 | TFT 8G panel conveyor TFTLCD
TFT 7.5G mending server’s E&M software/firmware TFT-LCD
Etching equipment software/firmwz LED industry
2007 | Laser etching machin Passive components indust
TFT burn checker TFT-LCD
2008 | 8" generation pneumatic conveyor equipment TFT-LCD
Panel edge fracture checker TFT-LCD
Crystal silica refractive layer continuous membr Solar energy indust
equipment (PECVD)
Laser tagging machine Passive components industry,
solar energy industry
Full high definition image processing ¢ Surface display industr
2009 | Industrial remote control device Industrial control industry
LCD backlight module core precision laser processor Surface display industry
Solar energy battery laser graphic machine Solar energy industry
201C | Solar energy battery cell partial mixing select Solar energy industn
transmitting laser processor
Solar energy electric heating system Solar energy industry
3D image panel automated optoelectronics checker Surface display industry
Sapphire substrate checker LED industry
Passive component loading tray chec Passive components indust
Laser etcher Passive components industry,
LED industry
2011 | Panel industry robot handling system Surface display industry
Hexagonal appearance chec Passive components indust
LED industry, IC industry
Sapphire graphic substrate automatic optical defect LED industry
inspection sorter
Sapphire buffed substrate automatic optical de LED industry
inspection sorter
Optical non-contact high-speed precision dimension Touch panel industry, traditional
checker industries
2012 | ACS color automated calibration syste Surface display industr
Graphic sapphire substrate processing equipment nexeD industry
generation
Nuclear acid extractor instrument Biotech industry
Wood analyze Traditional industry
Panel thin line Surface display industr
2013 | Aluminum wheel die cast flow automated production Traditional industry
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line

Automated extraction spectrometer

Biotech industry

Powder tester automated filling equipment

Biotech industry

FPGA motion controller

General industrial and tech
industries, etc.

High-throughput coater/developer

LED industry

Ball impregnator

IC packaging industry

Production automated system optimization

Traditional industry

High speed coding machi

Beverage industry

Automated transport syste

Electronics industt

Sapphire etching machine automated loader

LED industry

2014 | High-speed wrapping membrane chopper Beverage industry
Automated transport system Electronics industry
Shell loaded membrane -gas separation syste Petrochemical industn
ESI automated upload/download system Semiconductor industry
Ice water server temperature control system Semiconductor industry
Special bottle rear production line Beverage industry
Mask automated epoxy remover Semiconductor industry
Fully automated material extraction screening sys | Biotech industry
2015 | Equipment Health Assessment and Management | LED and semi-conductor
System industries
Wafer-Level Sapphire Substrate Testing Equipment| LED Industry
Warfel-Level Sapphire Substrate Testing Equipr LED Industry
Nanoimprint Microelectromechanica! and LE[
2016 Optoelectronics Industries
The Fr.ame Instqllatlon Positioning and Angle 3D Detection
Detection Experiment
Imec Miliflex tool LED industry (Micro LED)
2017 | LED Wafer Thickness and Flatness Measurement LED industry (LED Sapphire)
Techniques
Medical Radiology Imagin
Digital X-Ray Flat Panel Detector Applications (Biomedical
Industry)
Automatic replacement of chemical tank slots by | Semiconductor and Panel
2018 | robotic arm Industry

Electronic Signal Processor (IO Server)

Data Collection at Smart
Manufacturing Site (Traditional
and High Tech Industry)

LED Wafer Reflection Measurement Technol

LED Sapphire (LED Industr

1.4 Long-, short-term business development plans

1.4.1. Short-term operating strategies
(1)
2)

(3)

integration implementing capability.

To expand the depth and propensity of the high-tech equipment/material sale product lines.
To integrate the electrical and mechanical engineering, facility design and facility

To enforce 1ISO 9001, ISO 14001 and OHSAS 18001 working standards, quality and

working safety requirements, and also to strengthen the enterprise resource

integration system development, with which to assist the group to operate on a

systematic and standardized foundation.

4

©) . :
1.4.2. Mid-term operating strategies

(1) To actively rally for potentially dynamic industry processing equipment/material

representation rights.
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To research and develop, design, manufacture customized private label equipment.
To actively expand into non-high tech industry customers.




(2) To accumulate high-tech industry’s customer base and technology, and expand into
the Asian markets.

(3) To actively introduce relevant high-tech technology, develop the localized
assembly-related processing equipment technical capability, with which to assist
localizing the original manufacturer equipment.

(4) To integrate the initial plant and customer resources to jointly expand the Asian
markets.

1.4.3.Long-term operating strategies

(1) To excel in the high-tech industry, i.e. IC, TFT-LCD, LED, OLED, petrochemical,
solar energy battery and biotech, electrical and mechanical, telecommunications,
foods and related industry services, and also to expand the sale and service network
in securing its footing In the Asian markets.
To continue accumulated experience on customized equipment R&D and
manufacturing by jointly developing future fabrication equipment.
To continue excelling automated supply system’s relevant technology and seeking
higher end design development.
To develop enterprise-to-enterprise e-commerce system, bearing to become a
customer end and supply end’s information exchange hub.

(2)
()
(4)

2. Market and Sales Overview
2.1 Market analysis
2.1.1. Key products (services) sale (supply) areas
With the group’s sale or service areas in the most recent two years catering mainly to
the Taiwanese and Mainland Chinese markets, the group, in a bid to expand its
operating performance and stepping up its customer service and also securing the
timeliness, has since launched service offices in Singapore, Vietham, Malaysia,
Myanmar, Korea, Shanghai, Wushi and so forth, which will facilitate offering high tech
manufacturers in these areas with equipment or materials, offering technical support and
plant automated system and related product service needs.
Unit: NTD per thousand; %

\reag 2017 2018
Sale or service a

Amount Ratio (%) Amount Ratio (%)
Taiwan 8,371,819 41.42| 10,498,456 43.00
Mainland China 6,452,850 31.93| 7,546,686 30.91
Other 5,387,325 26.65| 6,370,581 26.09
Total 20,211,994 100.00| 24,415,723 100.00

Note: The above figures are disclosed based on the the 2017 and 2018 CPA audited consolidated
financial statements. The consolidated income in above sales or service areas were
classified according to the country where the customers located.

2.1.2. Market Share
(1) Sales and Service Business for High Technology Equipment

KMG Compan'  Etchant, photoresis remover. Photomask makers in Taiwan
its regular customers. The market share in Taiwan is over 50%.
Photomask related equipments. Photoresist coating machir
about 80% of market share in Taiwan; cleaning machine has
20% of market share.
Rippy Company Abrasive brush (Brush) CMP market: 3@
KE Compan Batcl-based furnace pipe egment has about 50% of mar

share in Taiwan mainly for diffusion process.

Athlete Company Ball mounters and ball chargers for wafer level chip scale pa
have about 80% of market share in Taiwan.
CMP grinding liquid. Currently, the meet share in China is abo

MTC Company

Cabot Compar
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90% with an absolute advantage with respect to market sh

high-end field.
Corning Tropel  Planeness gauge. The market share is about 80% in the pr
Company industry.
Bruker- JV High resolution diractometer. The market share is above 40%
Company the installation quantity has been up to about 100 machines r
Taiwan.

Formosa CompaniPositive materials. The market share is below 10% in China.
(2) Automatic Supply System
(2.1)Gas Automatic Supply System
For gas supply equipment, the gas cabinet used by semiconductor fabs and
photoelectric plants are all designed, soldered, assembled, tested, installed and
guaranteed by the Company in our own plants. There is no difference for valve
manifold box (VMB). Since the building speed and quantity for new plants are not
as before, the competition for gas automatic supply system is getting more and
more intense. With respect to development strategy, the Group still focuses on
introducing certification of high standard and specification requested by large
companies, such as TSMC and UMC. We also engage in development of LED
plants, solar energy plants and research units etc. in order to increase market share
of equipments and profit rate.
(2.2)Chemistry Automatic Supply System
For this system, Air-Liquid, Mitsubishi, Sumitomo, Kanto and the Group keep as
competitors with each other.
The Group has a 30% to 35% of market share for business. Currently, we have our
own brand both to enhance price competitiveness, and to maintain and increase
market share.
(2.3)Plant Automation Business
Facility monitoring control system (FMCS): The major suppliers in Taiwan are the
Company and the automation business department of MITAC. In response to
drastic price competition and drastically increased raw material cost, in addition to
original technical capability, the Group complies with the trend of technological
development by introducing wireless technology solution to improve
competitiveness and reduce cost.
(2.4) Information communication and software services
A.Information communication services
In recent years, the Internet of Things(loT) has become a hot topic of concern
in the communications industry. It will also be one of the 5G important
application scenarios which is extending the discussion of various application
scenarios and driving the development of upstream and downstream industries.
As an important component of IT industry, Taiwan is going to launch the new
equipments, applications and standard. According to the Trends Industry
Information Institute (MIC) to observe the global ICT industry, 5G, Internet of
Things, artificial intelligence and blockchain trends in 2019, it analyzes the
development prospects of ICTs worthy of more attention in the next year.

a. 5G business turnaround, spectrum release and basic network deployment into
the sprint.

b. 5G CPE combined with Wi-Fi 6 are attacking the home FWA market in 2019.

c. Edge computing will enable parallel-distributed server-free environment. A
senior industry analyst Shi Bairong said that the demand for miniaturized
servers, small data centers and other devices will significantly grow in
industry in the future. and in response to multiple complex real-time scenarios
The industrial demand for system integration and micro-services will also
increase. In the meantime, it will develop in the direction of “multiple and
scattered, small and intelligent”.

d. ASIC chip demand is increasing, and IC design related industry is expected to
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benefit in Taiwan.
e. Smart speaker market is growing, such as Amazon, Google, Alibaba, Baidu.
Emotion recognition is going to provide the precise services. Sensing
component industry is expected to benefit with the improvement of sensing
components, sensing devices and identification technology. Emotional
recognition can be applied to multiple fields. Advertising applications are
currently the most common in this filed. In 2019, it can be used more widely
in the fields of film and television, retail, medical, education, telephone
customer service and so on.
g. In 2019, it is continuously moved towards “blockchain 3.0, and is expecting
to spread after 2025.
B.Business information service aspect
Besides continues to supply the group-required professional information
services, the group further ventures into enterprise commerce exploration,
enterprise resource systems, enterprise information infrastructure development,
and related professional services.
(2.5) The equipment health/ fail pre-diagnosis and management system
The company has instilled the first-ever locally researched and developed critical
equipment’s health/ fail pre-diagnosis and management system catering to the
semiconductor and optoelectronics industries. It is at present aggressively
intercepting into the light-emitting diode (LED) industry’s equipment and dry
vacuum pump applications. The company vies to continue venturing into the
high-tech industry’s deposition, photo lithography, etching equipment or precision
equipment, and related domains.
(2.6) Smart Housing System Business
Electromechanical + ICT market share:
Chunghwa Telecom: The main bidding project in Meihe City city.
Far Eas Tone: The main bidding project in Guangci Nan.
Chicony Electronics Co., Ltd.: The main bidding project in Guangci
North.
Datong: The main bidding project in South Central Section of Nangang.
eZoom: The main bidding project in Liuzhangli.
Other companies: NA.
(3) Total Facility Engineering Turnkey Project
(3.1)Plant plan, design, construction and test (turn-key) for high
technology/biotechnology and pharmaceutical plants.
Due to drastic demand change in high technology IC, FPD and LED etc.
industries, a company desires to reduce and employ labor effectively, so that the
assistance from a professional vendor with integration capability has become a
trend.
Since the competition is getting more and more intense, not only professional
vendors providing professional services are facing pressure, but also customers
themselves should engage in solutions. It is already a trend to control investment
cost effectively, and handle engineering schedules of plant building and mass
production sufficiently together with high quality plant building result for the
yield of products of customers to meet or exceed expectation, and for customers
to initiate competitiveness smoothly after plants are built. The group has already
had such comprehensive service capability.
Because of operation and concentration for long time, the Group has developed
business units with different professional technologies, which, currently, comply
with market demand type change, accelerate integration of different professional
units, target to single service window, provide customers with complete and new
professional services, reduce work interfaces, reduce engagement difficulty, and
correspondingly, improve efficiency, reduce cost expense and time to build
plants.

.
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Due fast handling of market trend and early response, the Group has invested in
the market actively and enhanced technology level together with integrated
construction capability, and has developed biotechnology and pharmaceutical
plant building business actively, including construction, steel structure, internal
installation, electro mechanics, clean room, gas, chemistry, water systems, special
pharmaceutical requirement plant systems, secondary distribution etc. These
turn-key professional performance wins admission and trust from customers. In
the future, the market business will be further expanded.
(3.2) Total Turn Key Hook-up Project for High Technology Plant Equipment
Machines
In response to fast high technology plant building and requirement of budget cost
control, turn-key integration is the best solution now.
The Group has the publicly certified entire plan, design capability and
construction teams in the industry. A lot of integral linking projects have been
executed for a variety of large technical plant equipment machines. Although
other vendors join this field now, the Group still keeps a leading advantage.
(3.3)Other Industries
In response to plant expansions in the field of petrochemistry and traditional
industries, the Group has engaged in developments with past experiences in the
construction of technology plants. In addition to high-tech plants, we have also
been involved in plant expansions of traditional industries and construction
projects of public works. At present, the Company has dealt with public works
and plant expansions of traditional industries, such as water purification, sewage
treatment, water reclaim and purification, pumping station construction and
automation, hoping to expand the business area by diversified operations.
(4) R&D and Manufacturing of Customized Equipment
Such high technology equipments are still dominated by foreign vendors in Taiwan
now. However, the Group has devoted to LED production equipments and LCD
automation equipments with related customization experiences and performance, such
as, manufacturing of Conveyor, LOADER/UN-LOADER, Packer and AOI system for
LCD industry, and plasma etching equipment, solar energy battery module segment
equipment and image detection equipment in LED industry. Additionally, for process
equipments in LED industry, corresponding automation equipments, such as auto film
advancing machine and so forth have been developed with respect to fineness and
labor reduction. Our factories of subsidiaries in China also design what we design,
make food machines, and assist in large Japanese OEM companies to produce thermal
cycling system. We engage in equipment sales and installation, maintenance and
process R&D with vendors all over the world in order to sell such high technology
equipments to America, Japan and Korea etc.
In recent year, such technology has been promoted to traditional industries and
biotechnology industry to increase production benefits of non-high technology
industries by means of high technology equipment technology.

2.1.3. Future Supply and Demand in the Market and Growth Prospect
(1) Sales and Service Business for High Technology Equipment
(1.1)Equipment Business

According to Gartner survey of international research and consulting firm, which
showed the global semiconductor revenue totaled $476.7 billion in 2018, an
increase over the 13.4% compared to same period in 2017. Memory strengthened
its position as the largest semiconductor category, accounting for 34.8 percent of
total semiconductor revenue, up from 31 percent in 2017.
The combined revenue of the top 25 semiconductor vendors increased by 16.3
percent during 2018 and accounted for 79.3 percent of the market, outperforming
the rest of the market, which saw a milder 3.6 percent revenue increase. Intel's
semiconductor revenue grew by 12.2 percent compared with 2017, driven by a
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combination of unit and average selling price (ASP) growth. Major memory
vendors that performed strongly in 2018 include SK hynix — driven by DRAM,
and Microchip Technology— due to its acquisition of Microsemi. The top four
vendors in 2017 retained their ranking in 2018.
In 2018, the world's top 25 semiconductor manufacturers' total revenue increased
by 16.3%, with a market share of 79.3%, which outperformed other
manufacturers with only modest gains (3.6%), mainly due to the fact that memory
manufacturers are mostly concentrated around the world. Among the top 25
manufacturers. As unit shipments and average selling price (ASP) both rose,
Intel's semiconductor revenue grew 12.2% from 2017. The memory giants that
grew strongly in 2018 included SK Hynix, which benefited from the DRAM
market, and Microchip Technology, which acquired Microsemi.
According to DIGITIMES Research, Taiwanese manufacturers (excluding Sharp)
shipped large-size (9-inch and above) TFT LCD panels up to 54.40 million in the
first quarter of 2019, down 12.8% in the quarter compared to the previous year’'s
qguarter. Besides, it is estimated that Taiwanese manufacturers who produce
large-size LCD panel will continue to increase shipment around 4.9 percent by a
competitive marketplace in mainland china in the second quarter of 2019.
The LED industry has entered a severe structural adjustment. According to CSA
National Semiconductor Lighting Engineering R&D and Industry Alliance data
showed, the total number of MOCVD machines in Chinareached more than 1,900
units in 2018, an increase of more than 200 units in 2017, and the annual growth
rate of machine units exceeded 10%. Because of the continued procurement of
equipment in 2018, it is estimated that there will be double-digit growth in
China's LED production capacity in 2019. Also, LEDinside showed that the total
production capacity of China's LED epitaxial wafer manufacturers reached 11.2
million pieces per month (equivalent to 2 inch wafers) in the end of 2018, an
annual increase of more than 30%. It is expected that China's LED epitaxial wafer
production capacity will increase by 1.4 million pieces per month (2 inch) in
2019, and the growth rate will exceed 10%. The continued increase in production
capacity in China will continuously have pricing pressure in the LED field.
By the large-scale expansion of production capacity, capacity growth exceeding
demand growth, rising inventory of manufacturers, and continued decline in LED
prices, the industrial structure has been adjusted. Most of companies have faced
threats and danger to survive, who are actively seeking new applications for the
next generation, and expecting effective de-construction.

(1.2)Material Business
Materials are sold for supporting production requirement of factories of
customers all over the world. Therefore, the sales of various related materials
would increase in response to outputs of various industries. With respect to supply,
increase of customer satisfaction in technology, cost and after sales service is
focused to increase market share.

(2) Automation System Business

(2.1)Gas Automatic Supply System
MIC Group not only ensures continus orders from existing customers, but also
actively develops new customers and orders. Despite the intense competition, the
Company will be able to earn a place in the gas dispense system market owing to
years of solid foundation, research and development resources it continuously
invests in, as well as innovative gas dispense systems developed with customers
with advanced technologies.

(2.2)Chemistry Automatic Supply System
With respect to supply, all competitors are engaging in localized production now
in order to reduce cost and increase delivery speed.

(2.3)Running Service Business
Judging from the current industry situation, existing customers will continue to
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designate the original manufacturers to supply equipment for operations. Under
the pressure of cost reduction, outsourcing is an inevitable trend. If the
professional ability of an outsourced company is recognized by customers and
"suppliers”, the professional operation business volume will greatly increase in
response to market demands.
(2.4)Plant Automation Business
A. Facility Monitoring Control System (FMCS)
This system is an important investment that introduces facility monitoring for
whole plant into factory building in high technology industry. In addition to
high technology, other industries will also increase the demands for such
automatic plant monitoring facility due to advanced technique. However,
expansion of potential market demand results in the trend of increased
participant companies.
B. Automatic Special Gas Monitoring System (GMS)
GMS, like the central brain, is a design necessary for safety measure in
building factories for high technology industry. Additionally, because life and
security of people are involved, the threshold for new competitors is very high.
The Group can still be one of the leaders in this field as long as the
technological function keeps improved. This should be an apparent fact. Such
monitoring system market has increased due to production expansion of
original IC, LCD and LED industries. Other peripheral related industries also
have to introduce use of such system because of production related
equipments or materials with respect to security and monitoring requirements.
C. Manufacturing Integration Business (CIM, Computer-Integrated
Manufacturing)
With the advent of Industry 4.0, all industries are turning to automation,
digitization and smart plant. MIC helps enterprises with Customer
Relationship Management (CRM) and Supply Chain Management (SCM)
systems, and establish a horizontal integration system. We also integrate
Enterprise Resource Planning (ERP), Computer-Integrated Manufacturing
(CIM) and Manufacturing Execution System (MES), to strengthen the vertical
integration system. Through horizontal, vertical and related systematic
integration, we achieve massive custom, efficient production, independent
decision-making and fault prediction targets to meet customer needs.
D. Information & Communication and Software Services
Products combined cloud technology and Web structure, together with high
extensibility of software and hardware structures, are applied to energy saving
and carbon reduction, equipment status monitoring special applications to
provide clients with quick introduction solutions.
E. Prognostic and Health Management
Especially for semiconductor and optoelectronic industries, how to reduce
product defects and increase the utilization of facilities has been the most
significant issue in every manufacturing industry. The Company developed the
first Taiwanese-built prognostic and health management system focusing on
important instruments in semiconductor and optoelectronic industries. As
technology has advanced, the demand for monitoring remotely the health state
of equipment and predicting breakdown will also increase in other industries,
like precision machinery.
(3) Integrated System Business
Although there are many world-class companies for high technology integration
system business, their focuses are on design or engineering construction monitoring
for initial factory arrangement or clean room engineering. However, the technologies
of high technology industries become more and more mature such that cost of
factory building is lower and lower, so that the competition space of these world
class companies are oppressed automatically. Furthermore, the complexity and the
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profession of integrated system business compel those world class vendors to focus
only on design, construction monitoring and special high-level clean room items for
high unit prices initial factory arrangement stage. This allows the Group to fold an
extreme commercial opportunity and competitive advantages.

From equipment expansion integration supply systems of large IC and LCD fabs to
project plan, design, construction and test, a different competition field is
differentiated from design and construction monitoring of initial factory arrangement,
to which the companies mentioned above pay attention to. Additionally, for special
factory building requirement of middle and small factories or foreign customers, the
barrier for foreign vendors to enter such field is always difficult due to cost and local
after sales service convenience, so that the Group is one of the few professional
vendors that can get across such a threshold in the industry.

To maintain competitive advantages and reduce cost, high technology industries
have shifted low-level products to China, such that market competition has expanded
from Taiwan to China and Southeast Asia. Accordingly, the Group has developed
and deployed in such a large Chinese market with a great result.

With saturating electronic industry market, factory expansion and building have
slowed down. We are engaged in development of biotechnology and pharmaceutical
related business in order to develop another blue sea market. In addition, Southeast
Asian business is being developed actively to distribute market risk. Accordingly,
business has been developed in Singapore, Vietham, Malaysia and Myanmar
actively.

(4) Customized Equipment R&D and Manufacturing Business

In addition to market growth, use of localized equipment as possible is also a trend
in photoelectric industry. As such, not only cost can be reduced, but also "efficient"
and "monopoly" is possible in development of new products.
The large environment mentioned above is very advantageous to development of
customized equipment assemblage, maintenance and process R&D for the Company.
With several years of efforts, there have been several ongoing projects running
smoothly. In addition to continuous development of talents, the Company employs
experts to join operation team in order to occupy a position when there is an
opportunity.

2.1.4. Competition Niche

(1) Wide business range capable of reducing single industry business cycle risk
effectively.

(2) High technological level facilitating to win whole plan turn-key engineering business
because there are few vendors with both automatic supply system and process
equipment linking integration capabilities in our nation.

(3) Providing customers with diversified services, based on which deepness and breadth
of products can be further expanded from process equipment, material agent,
automatic supply system and integration system to localized assemblage,
manufacturing design (OEM, ODM), installation, maintenance service.

(4) Business sites are located in Taiwan, China, Singapore, Malaysia, Vietham, Myanmar,
Korea, Japan and United States for providing customers with local services and
handling local market.

(5) We have robust operation team and rich experiences, and excellent professional staffs,
and integrate transversely related technologies of various business divisions, go into
different industries deeply, and deploy related business in Asia.

2.1.5. Advantageous and Disadvantageous Factors of Development Vision and
Response Strategy
(1) Advantageous Factors
(1.1)The business of the Company covers, for example, IC, TFT- LCD, LED, IC
packaging, OLED, petrochemical, lithium iron battery, solar cell, electro
mechanics, telecom, food industries, which are still the industries with large
growth for the coming 10 years in Taiwan, China and Southeast Asian region. The
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coming growth trend is a definite fact although there is still business cycle.

(1.2)As for high technology equipment material sales and service business, the Group
and various suppliers have keep long term cooperative partnership. In addition to
business transaction, we also obtain long term common interest with each other
through cooperative production plan actively

(1.3) The high industry has grown quickly in Taiwan such that talents in building
factories are insufficient for all companies. In the future, the professional vendor
with "integrated system" capability will be advantageous of attracting talents. For
30 years, the Company has introduced foreign technologies and developed
integration in depth as the only one choice in our nation now. Moreover, the
companies with such capabilities in Europe and America are very rare.

Furthermore, under "localization" requirement in our nation, the development of
the Company is far superior to other European and American companies.

(1.4)n order to reduce production cost and excessively large equipment (e.g., process
equipment beyond 8.5G TFT-LCD) factors, the opportunity that foreign vendors
search for OEM cooperation has increased. Currently, the customized equipment
manufacturing business of the Group has been developed for many years, and
cooperation projects with multiple original vendors are ongoing. The development
with respect to capability of such technology facilitates to R&D of future
equipments of high technology industry and accelerates improvement of both
manufacturing quality and quantity for introducing foreign process equipments
into Taiwan.

(1.5)The Company has been approved with ISO 9001 international quality certification
and ISO 14001, OHSAS 18001 certifications to provide customers better service
quality.

(2) Disadvantageous Factors and Countermeasure

(2.1)The growth of high technology industry grows excessively fast and graduate
talents are insufficient. Moreover, excellent professional talents of the Group are
susceptible to be poached by other companies and customers.

Countermeasure:

Provide internal trainings for talents actively in order to improve
comprehensively product design and technical abilities, and realize professional
experiences and R&D results with effective accumulation, together with offering
bonus, share allotment and stock option certification programs for employees in
order for employees to be more stable and in order to hire good talents.

(2.2)After participation in WTO (World Trade Organization), foreign operation sites
have entered our nation such that market competition is more and more intense.
Therefore, partial products may suffer from reduction of price and product gross
margin due to competition with companies in the same industry and mature
market.

Countermeasure:

In addition of deep development of original niche market with inherent
advantages with respect to domestic laws, language and culture, the Group
creates products, services and technologies with "integration” and with
"differentiation” compared to competitors actively. Also, with standardization of
work flow, MIS system cost control budget is enhanced to save labor, increase
efficiency for cost down and reduce labor waste. Moreover, domestic business is
promoted, together with sales promotion in Singapore, Malaysia, Vietham,
Myanmar, Japan, Korea and China markets in response to challenge of market
opening.

(2.3)There are very engineering variables for automatic system and integrated system
business, which are susceptible to mutual interaction of various engineering.
Therefore, if the engineering work period is relatively long, increase of expenses
of materials, equipments and outsourcing fees will result in increased cost, which
causes business risk and financial maneuver risk.
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Countermeasure:

The Group has to evaluate the factors that undertaken cases might influence work
periods, and list them into predicted engineering cost, keep good cooperation
relationship with suppliers, and develop long term good outsourcing vendors.
During construction period, procurement and outsourcing prices have to be
handled immediately, the possibility of price fluctuation has to be predicted, and
discussion meetings for countermeasure in response to price fluctuation have to
be held regularly or irregularly and collaborative procurement with relative
enterprises should be done to reduce variation risk of procurement and
outsourcing prices effectively. Also, short term engineering business should play
the major role, and company has to adopt steady financial policy with sufficient
operation revolving fund to pay revolving fund necessary for engineering
operation. Thereby, not only belief of proprietors to credits and trust of the
company may be increased, but also capital cost may be reduced.

2.2 Important purposes and production processes of major products

2.2.1. Important purposes of major products
(1) Sale and service of hi-tech equipment materials

Manufacture

Produc Functior

Japan

Lasertec Corporation

LCD Color Filter Repair System Inspection and repair of color filters

Laser Scanning Conofocal MicroscopgApplication is more extensive, covering various businesses; mainly
used by R&D for measuring 3D critical dimension and surface|

Japan

Kokusai Electric

curve
Vertical Furnace Equipment for diffusion; the vertical design can reduce the arda of
clean room and is suitable for advanced 12" wafer production
technology
MMT Plasma Nitridation System Equipment for film growth; suitable for mgrade IC

manufacturing process, and has unique plasma source for grqwing
films without plasma decompositic

Batch-type BCD Process System Equipment for film growth; suitable for growing higg oxide and
helide films; a necessary equipment for-grade IC
manufacturing proces

Photoresist Spinner Apply photoresist onto surface of reticle by dropping while
Japan spinning
MTC Cleaning System Wash surface of etched glass with appropriate cleansing liquid or

deionized wate

USA X-Ray(HRXRD/XRR)measurement |Measure thickness and component percentage of semicondugtor’s
Bruker- JV systen nm advanced process wafer film by using HR¥XRR.
USA OLED materials; photoresist materials; |OLED deposition process; TFT yellow light process; CF sensitive
DOW Chemics Photo Spacer; organic isolation mate  |separator; advanced proc
Japan Wafer Mounter Applied in advanced WLCSR@cess; it grows solder balls on
Athlete FA appropriate locations on wafer surfe
Korea LC Injector Inject LC molecules into panel to form LCD’s optical attribute.

Top Engineerin

Korea

Polarizer, Remover, Recycling machineaminate polarizer onto panel to form the optical attribute of

SFA Cleaning System, FA Systt polarized light
Korea Laser beam cutting machine; Laser bqLaser cutting of unnecessary parts; OLED glass sealing
KOSES molding machin
Korea OLED/LCD Aging System R&D and QC engineering testing for various products such as|
panel and OLED, and LCM post process module burn-in system
Dong-A testirg
Germany ODF Sealant Suitable for sealing glass of LCD CELL fragment
HENKEL
Korea Glass Cleaning Cartridge Suitable for cleaning glass of LCD chip fragment
MCK
Belerus Photomask pattern generator, inspectjdpplicable to photomask industry
KBTEM-OMO and repai
(2) Automation SupplyingSystem
Categon Applicatior

Gas Supply Automation Syste

Suitable for: IC, LCD, LED, GaAs and other hi-tech industries.
Scope: Plan and design a gas supply automation system for an entire plant, including equipment

rEelection, installation and testing, to provide a system that conforms to quality, safety, quantity and
cost standard

Chemical Supply Automation

System

Suitable for: IC, LCD, LED, solar cell and other hi-tech industries.
Scope: Plan, design, manufacture and install a delivery automation system, provide relevant
equipment including mechanical and electrproducts and automatic control, and prov T
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Categor

Applicatior

relevant afte-sales service for equipme

Ultra Pure and Waste Water
Treatment System

Suitable for: IC, LCD, LED, solar cell, public construction and other industries.
Scope: Turn-key system planning, desigmild, installation and running, including mechanical
electrical products and automatic control, and provide relevant after-sales service for equip|

TCM (Total Chemical
Management) TGM Total Ga:
Managen@ent TWM Total Ga:
Managemel

Suitable for: IC, LCD plants.
Scope: Supply automation system operation, maintenance, material application,replaceme
quality inspection.

Facility Management Control
System (FMCS)

Suitable for: IC, LCD, LED, solar cell and other hi-tech industries.

Scope: FMCS integrates sub-systems’ management control and data collectionand analysg
improve operational efficiency of facility and to reduce labor. The plan we provide for specig
control, which is most sensitive, can maintain production operation and protect workers’ saf
under the most economic consideration.

ment.

nt and

s to
| gas
ety

Computer Integrated
Manufacturing (CIM)

Target industries:Highech related traditi
manufacturing.

Scope of business: Our mission is to help diagnose and connect the device, allowing them
able to "talk". After collecting the data, we further conduct integration analysis, for example,

prognostics and health management (PHM) model to strengthen the maintenance schedulg

industries (IC, LCD, LED, Solar) and

Whether it is a toglown process from the ERP for information management at management
or a bottom-up process from the MES for field control at operating levels, we allow a better
factory through information stream, collection, and integra

manufacturing site, so that we can enable new value for communiactions between the datal

to be
using
> at the

smart

Agency for Automated Product]

Suitable for: Various industries.
Scope: Energy conservation and carbon reduction control, Dry Pump control,gas control sy|
gemote control for coal mine safe production, intelligent solar energy control system, buildin
automation control system, equipment health pre-diagnosis and management system for h
industries, control system ODM servi

Istem,

Jd
-tech

Business Support System (BS

Scope: Plan, design, introduce and maintain relevant systems, including:
« Customer Relationship Management System for managing product catalogues, marketin
events, consumers’ basic information, service contracts, and complaint application and han
5 Charging and Billing System for managing consumers’ account information, contractual {
gervice fee calculation, bill production, and charge off/write off.

| Order Management System for managing consumers’ orders, supplying equipment, and
arranging supply and installation.

» Call Center System for providing a channel for customer service, handling customer call
notifying customers by phor

Suitable for: Suppliers for telecommunications service, content service and Internet service|.

g
dling.
ariff,

5, and

Operations Support System
(0SS)

Scope: Plan, design, introduce and maintain relevant systems, including:
Provisioning System for setting network equipment, arranging network resources, and of
authority limits of consumer accounts.

, Fault Management System for controlling operational status of network equipment, and
collecting and handling fault alert messages.

| Performance Management System for control operational efficiency of network equipme
collecting and handling fault alert messa

Suitable for: Suppliers for telecommunications service, content service and Internet service|.

bening

nt, and

Value-added Service System

Scope: Plan, design, introduce and maintain relevant systems, including:
« Short Message System: interconnect short message center, provide sending of enterpris
marketing/notification messages.

, e-Books System: provide management, subscription and charging of e-book store memb
| Content Management Platform: integrate multimedia contents, support playing of conten|
multiple intelligent terminals, and provide contents on/off shelf management function and c
» Voice Service VPN System: provide internal mobile phone VPN service; can adopt code
and call saving; integrated with webcam funci

Suitable for: Suppliers for telecommunications service, content service and Internet service|.

e

ers.
ts of
narge.
dialing

Enterprise Resource Planning
System

Suitable for: Manufacturing and engineering related industries.

Scope: Plan, design, introduce and maintain relevant systems, including:

« Manufacturing Management System (MingStar-M): provide complete information on mat|
fees and costs collected within an enterprise for analysis giahgs status as basis for improvi
efficiency and controlling costs.

, Engineering Management System (MingStar-P): provide manager with project control re
information for understanding execution status of project budgets as basis for arranging s
labor, subcontractors and outsourcing, and further managing project progress and controlli
consts.

| Acounting System (MingStar-A): provide internal subpoena and account book operationg
account book information and financial statement informatoovide method for handling
multi-currency and multi-category accounts.

» Consolidated Report System (MingStar-C): allow Group to conduct collective statistics al
produce various consolidated reports on information regarding its subsidiary or releeaptise;
provide manager with report inquiry functions such as information consolidation, tracking a
verification; can execute comparison and consolidation of multiple corporate financial state
manage accounting of firm’'s multiple foreign currencies, and further compile the Group’s fir|

erial

ated

ellf-owned

g

nd

nd
ments,
ancial

information; provide financial statements that conform to laws and regul:
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Categor

Applicatior

Business Intelligent Product
(QlikView)

Suitable for: Various industries; currently focused on manufacturing, distribution and
telecommunications related industries.

Scope: Plan, design, introduce and maintain relevant systems, including:

¢ QlikView tool

, Customized system outsourcing service

| Consultation servic

(3) ITotal Facility Engineering Turnkey Project

Category

Application

Turn-key Project

Suitable for: hi-tech related plant building affairs.

Scope: Planning, design, construction, supervision and testing, including mechanical and e
product, clean room, UPW, gas, chemical and waste water treatment, and overall equipme
connection; customer can seek the help of expert firms to refine labor and costs to rapidly ¢
plant building and profit from productic

ectrical
nt
omplete

Total Turnkey Hook-up Project

Suitable for: Semiconductor, photoelectricity, biotechnology and other hi-techindustries.
Scope: Gas piping, chemical piping, UPW piping, vacuum piping, exhaustion piping, etc.;
integration of at least 14 iten

General Engineering

Suitable for: Petrochemical industry, general traditional production industry.
Scope: Desigrpiping and mechanical and electrical products of petrochemical plant; mecha|
and electrical products of traditional production plant, mechanical and electrical products of

nical

intelligent building, and public construction; mass transit system constrt

(4) R &D and manufacturing of customized equipment

Category

Application

Customized equipment
manufacturing

Suitable for: IC, LCD, O-LED, solar energy and other traditional industries.
Scope: Based on consideration toward market competitiveness, the current entry point has
focused on localized and customer design products. As for mass production of major produ

development projects include CIM (facility automation software) of TFT LCD/Touch Panel

software and hardware, Solar energy battery modul equipment, image inspection equipme
solar energy battery laser marking machine. Also make developments toward industrial log
system automation equipment of tradition industries such as IT, biotechrandpharmac.
Suitable for: electronics and other relevant industries.

Scope: 1. Automation integration system for filling and packing palletizer in beverage indus
2. Automation integration system for filling and packing palletizer in food industry.

3. Assembly automation system in electronic indu
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2.2.2. Production process of major product
Our high-tech equipment material sales and service are not production businesses,
thus there is no manufacturing process. Our plant affairs and process system
planning and integration service, and production process of customized equipment
R&D and manufacturing are as follows:

(1) Workflow of Total Facility Engineering Turnkey Projectand Automatic
Supplying system

Quote or tender

v

’ Y
Accept order or sign contract
L v |

Budget planning ) Expert progress drafting
]—» Establish project and <—[
assign project manag Construction drawings

Plan establishment

Safety and health managementr Construction manageme Progress and quality managemerlt

Completion and handov

v

Expert completion and handover
v

Case close

v

Warrant

(2) Production process of R&D and manufacturingcustomized equipment

Demand and | — System — . | Design | ___I Review — Contrac}
development structure t et

Purchase and

Assemble . Test run . Deliver
inspection y

2.3 Status of major material supply
For a hi-tech equipment sales and service business, the products we are authorized to sell as an
agent are from long-term cooperating firms, thus the supplying is quite stable. Regarding plant
affairs and process system planning and integration, stocked items are mainly raw materials
required for piping constructions, such as pipe sitting materials and control valves. Because
construction collaborations with owners are handled as projects, suitable equipment and materials
are assigned by customers according to contractual requirements. Therefore, suppliers differ with
the items purchased for each project and their specifications. However, as the quality of important
construction materials, such as pipe fitting, affects the stability and safety of an automation
supply system, we adopt the strategy of long-term cooperation with two to three outstanding pipe
fitting suppliers. As for customized equipment R&D and manufacturing, supply and quality of
materials are normal and steady without any supply shortage or interruption.
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2.4 Name of customer with over ten percent of total purchase (sales) in one year for the
previous two years and its amount and ratio of purchase (sales), explain the reason for the
variation
2.4.1. Information of customer with over ten percent of total sales (service) in one year

for the previous two years:
Unit: thousand NTD; %

2017 2018 As of March 31, 2019(Note 2)
Net ratio of Relationshi Net ratio of Relationshi Net ratio of Relationshi
Item |Name Amount annual saleq ." P Name Amount annual saleq, " P Name Amount annual saleq ." P
with issuer with issuer with issuer
(%) (%) (%)
1 Customer A 2,823,78 13.97] Non-related| Customer A 3,053,247 12.51 Non-related|Customer A 897,71 15.60 Non-related|
2 Customer B 2,102,00 10.4q Non-related| Customer B 2,151,639 881 Non-related|Customer B 721,17 1254 Non-related|
Other 15,286,212 75.63 Other 19,210,837 78.64 Other 4134175 71.84
Net sales 20,211,994 100.04 Net sales 24,415,728 100.0( Net sales 5,753,058 100.0(

Note 1: The names of customers with over ten percent of total sales for the previous two years and their amount and ratio of
sales are listed, but if the contract forbids disclosure of customer names or whether the counterparties are individuals
and non-related parties, codes may be used. The above net sales refer to the net revenue from goods sold and service
rendered.

Note 2: Listed company or company that has its stock listed and traded on the stock exchange shall have the information stated
up to the season of the printing of the annual report. Besides, it is also a must to note whether the financial information
has or has not been certified and reviewed by accountant.

Note 3: The above information shall be revealed on the 2017 and 2018 consolidated financial statement certified by the
accountant and 2019 Q1 consolidated financial statement certified by the accountant.

Variation analysis:

We act as an agent for multiple critical materials and equipment required by semiconductor
and photoelectric businesses, and we collaborate with OEM in developing related
equipment modules. Our steady goods supply and elevated added values, such as technical
support, have won the trust of customers. As we have years of technical and managerial
experience as well as outstanding construction performance, our expert system integration
construction services for automation gas and chemical supply system and plant affiars
control system are highly praised by our customers. As for related equipment module
development through collaboration with OEM, our steady goods supply and elevated added
values, such as technical support, have won the trust of customers. We have built solid and
close suplly value chain system with customers, thus in the recent two years, the status of
our sales and service targets are quite stable without any changes or abnormality.

2.4.2. Information of major purchasing customer with over ten percent of total purchase

in one year for the previous two years
No purchase by firm or outsourcing has exceeded 10% of total purchase (outsourcing) in
one year for the previous two years.

2.5 Yield and output value for the recent two years

Unit: thousand NTD

Major merchandise (dept.) / Yield & output 2017 2018

value / Year Capacity |Yield | Output value | Capacity| Yiel@utput value
Sales and service ofhigh-tech equipment and

materials 4,194,072 4,429,003
Automation supply system 3,952,008 4,204,032
Total Facility Engineering Turnkey Project |Note Note 4,666,010(|Note Note 6,654,356
R&Dand manufacturing of customized

equipment 5,098,567 6,309,136
Total 17,910,657 21,596,527

Note 1: We supply materials and equipment required by semiconductor and photoelectric businesses, and we provide
construction contracting service of automation supply system and total integration system. Application of these
materials and equipment extends to high-tech industries, such as semiconductor, photoelectrics and solar energy,
thus there are numerous types of products and no uniform unit for quantity statistics. The plant construction projects
we contract are created based on owners’ requirements, thus the nature of each project is different and each project
has its own uniqueness. As the production and marketing output values cannot be calculated, the statistics are
gathered according to product or service category.

Note 2: The above information is revealed in the CPA certified consolidated financial reports for 2017 and 2018.
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Variation analysis:

Our group benefited from the continual economic upturn of the semiconductor,
optoelectronics, and other electronics industries in 2018 as well as the momentum of the
cross-strait expansion. Thus, our orders on demand from clients from all different
industries had risen, resulting in our consolidated revenue increase in 2018 compared to the
previous year. Thus, our value of output had increased as well.

2.6 Sales volume for the recent two years
Unit: thousand NTD

Major merchandise (dept.) / Sales volume / 2017 2018
Year Region Region
Taiwan China Other Taiwan China Other

Sales and service for hi-tech equipment and
materials

Automation supply system 2,294,836 1,849,811 319,607 2,756,637 1,544,138 427,594

Total Facility Engineering Turnkey Project | 2,648,646 1,799,931 267,508 3,920,962 2,949,212 119,034

R&D and manufacturing of customized

equipment

Total 8,371,819 6,452,850 5,387,32%510,498,456 7,546,686 6,370,581

Note 1: We supply materials and equipment required by semiconductor and photoelectric businesses, and we provide
construction contracting service of automation supply system and total integration system. Application of these
materials and equipment extends to high-tech industries, such as semiconductor, photoelectrics and solar energy,
thus there are numerous types of products and no uniform unit for quantity statistics. The plant construction
projects we contract are created based on owners’ requirements, thus the nature of each project is different and
each project has its own uniqueness. As the production and marketing output values cannot be calculated, the
statistics are gathered according to product or service category.

Note 2: The above information is revealed in the CPA certified consolidated financial reports for 2017 and 2018.

2,914,350 2,019,396 117,791 2,760,091 2,228,574 387,961

513,987 783,712 4,682,419 1,060,766 824,767 5,435,983

Variation analysis:

In the past two years, our group mainly focused on providing sales services to Taiwan and
China. From the changes in our sales figures, our analysis is that our group benefited from
the continual economic upturn of the semiconductor, optoelectronics, and other electronics
industries in 2018 as well as the momentum of the cross-strait expansion. Thus, our orders
on demand from clients from all different industries had risen, resulting in our consolidated
revenue increase in 2018 compared to the previous year. All in all, the changes in the
consolidated revenue of Marketech International Corporation according to sales and
regional categories are due to reasonable causes such as customer demand, market demand
and supply, the nature of engineering works, and continued relationships in cooperation.
There was no occurrence of significant unusual situations.

3. Human Resources
The employee profile for the recent two years and as of the printing date of annual reports

is as follows:
Unit: person(s); %
ltem/Yea 2017 2018 As of March 31, 209
Number of Direct worker 825 876 887
umber o -
employees Indirect worker 795 820 815
Total 1,620 1,696 1,702
Average age 37.59 36.28 37.22
Average years of service 7.68 6.77 7.40
Doctor 0.62 0.65 0.88
Education |Master 11.48 11.50 11.46
distribution |University 40.93 43.46 43.30
ratio (%) |junior college 29.69 27.47 26.97
Other 17.28 16.92 17.39
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4. Environmental Protection Expenditure
For the previous year and as of the printing date of annual reports, provide the total amount of
losses (including damages) and penalties due to environmental pollution, and dexcribe future
countermeasures (including improvement measures) and possible expenses (including estimated
amaunts of losses, penalties and damages that may occur if the countermeasures are not adopted;
for those that cannot be reasonably estimated, explain the reason): None.
The business we operate does not cause any pollution. When semiconductor process consumable
materials, such as chemical-mechanical polishing liquid, have to be discarded due to uncontrolled
temperature or humidity or expiration, or when raw materials have to be discarded during
production process, they are removed and transported by expert waste treatment firms as
regulated. All air, water, waste, toxin and noise levels are qualified through inspection by local
government authorities. Plant affairs and process sytem planning and integration services refer to
hi-tech industrial facility design, planning, construction and installation. The construction process
does not generate pollutants such as waste water or waste gas. Regarding machine to be self
designed and assembled as required by customer, because the assemlying is carried out in a clean
room, thus it does not generate pollutants such as waste water or waste gas. In addition, the
wastes generated from production or assembly are divided and bagged by categories in
accordance with government regulations and owner norms before they are handed over to
gualified expert waste treatment firms. Furthermore, our products do not involve regulations of
EU Environmental Directive (RoHS), thus we are not affected by RoHS. There is no
environmental pollution involved in our business.

5. Labor Relations
5.1 List each employee benefit practice, continuing education, training, retirement system and their
implementation, as well as labor-capital agreements and each employee rights maintenance
measure
5.1.1. Employee benefit practices
To promote labor harmony, bring together unity amongst employees and take care of
employee benefits, we provided not only the social insurance regulated by local governments
but also employee’s group insurance and physical examination. We have setup nursery rooms,
reading spaces and dormitories in part of the office areas, as well as provide shuttle buses, for
our employees. Our Employee Benefit Committee or personnel administrative unit is
responsible for promoting employee benefit practices, such as incentive tour, group seminar,
outdoors activity and year-end party, and providing assistance in communicating labor-capital
opinions.
5.1.2. Employee continuing education
To cope with the industrial environment and technology development that are changing rapidly,
we provide employee funds every year for subsidizing employees’ learning to create
employees with competitiveness and potential, allowing employees to elaborate learning
results, apply new knowledge and develop creations, and acquiring rich profits.
5.1.3. Employee training
To enhance employee literacy and working skills, as well as strengthen work efficiency and
guality, we established the “Regulations for Guidance for New Employees”, the “Regulations
for Educational Training Expense Write-off and Language Subsidy Management” and the
“Procedure for Human Resource Control”’; guidance and educational training are
imiplemented once new employees report to work. Industrial safety training is held regularly
to maintain work safety. We have planned annual educational training programs for
implementing general training and expert training for employees of all levels and functions to
train excellent professional talents and further enhance operational performance as well as
effectively develop and use human resources.
5.1.4. Retirement system and its implementation
(1) Employees of the Company and its domestic subsidiaries who choose the old labor pension
system
Retirement includes voluntary retirement and compulsory retirement. An employee who
has served the Company for 25 years or is 55 years old and has worked for over 15 years or
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is over 60 years old may apply for voluntary retirement. An employee who is over 65 years
old or is not qualified for the job due to state of insanity or physically disabled must be
compelled to retire. Pension payment and calculation shall be handled in accordance with
the regulations of the Labor Standards Act.

(2) Employees of the Company and its domestic subsidiaries who choose the new labor
pension system

(2.1) For an employee who chooses the new system, 6% of his/her wage will be allocated
monthly to a personal account at the Bureau of Labor Insurance in accordance with the
labor pension. For voluntary allocation, the wage withheld will be remitted to a
personal account at the Bureau of Labor Insurance in accordance with the voluntary
allocation rate.

(2.2) Monthly retirement payment: according to the annuity table, the amount calculated
using bases of life expectancy and interests for an employee’s personal pension
account and accumulated gains is the retirement payment paid regularly.

(2.3) Lump-sum retirement payment: collect the capital of the employee personal pension
account and accumulated gains all at once. The abovementioned annuity table, life
expectancy, interest and amount calculation shall be establied by the Bureau of Labar
Insurance and filed to the central competent authority for approval.

(2.4) An employee who is over 60 years old and has worked for over 15 years may apply for
monthly retirement payment. But an employee who has not worked for over 15 years
shall apply for lump-sum retirement payment.

(3) In accordance with the Labor Act of the People’s Republic of China, a certain ratio of the
wage of an employee working at a subsidiary in China is allocated monthly as endowment
insurance funds. Part of the amount allocated will be designated as social funds for
management and usage by the government; the rest will be remitted to the employee’s
personal account to ensure his/her basic living requirements in old age and provide stable
and reliable living sources.

(4) Other subsidiaries conform to related regulations of the Labor Act established by the local
government, and allocate an amount of certain ratio for retirement payment according to
the wage cap to ensure his/her living rights in old age.

5.1.5. Labor-capital agreements and employee rights maintenance measures
We see labor and capital as one, and handle industrial relations in accordance with the
operational principles of co-existence and co-prosperity, thus we value the opinions of
employees. Employees may communicate living or work related problems through our
formal or informal channels. Through the opportunity for two-way communication, the
Company and employees can further understand and recognize each other, gather common
consensus and achieve together excellent performance.

(1) Industrial coordination mechanism:

Establish unions or industrial meetings in accordance with regulations stipulated by local
governments for two-way communication between the Company and employees regarding
issues such as government orders, working environment and safety and health, as well as
for strengthening a mutual trusting relation between each other.

(2) Beneficial activities:

We have an Employee Benefit Committee, of which members are warm-hearted workers

good at communication. They are designated by employees and elected through public and
fair election, thus they can provide complete insights on behalf of employees toward the

Company’s banefit measures during committee meetings and achieve full communication

and consensus. In addition, to advocate recreational activities, we hold on irregular basis
tours and sports competitions. We also encourage employees to organize different clubs to
enhance communication through cross-departmental organizations and harmonized
atmosphere.

(3) Physical examination:

To maintain employees’ health, we implement physical examination every year at the
Company’s cost. Special physical examination is implemented every year for employees
engaged in special operations.

(4) Group insurance:
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In addition to the basic security of social insurance, we have planned group insurance to
provide injury and illness treatment for compensating insufficiencies in the basic security
of social insurance. Travel accident insurance is provided for employees on business trip
abroad, of which the premium is paid fully by the Company.

5.2 For the recent year and as of the printing date of annual reports, list the losses incurred by
industrial conflicts, and disclose estimated amounts and responsive measures for losses that
may occur now or in the future; if a loss cannot be estimated reasonably, state the reason
We have always valued employee benefits and our industrial relations are harmonious, thus no
industrial disputes were encountered. We will continue to follow our principles in the future

for industrial relations to be more stable and harmonized and achieve mutual benefits.

6. Important Contracts
Listed below are significant agreements that are still effective as of the printing date of
annualreports and due in the recent year:

Nature Contracting party Commencement date and termination deainn contents Restriction terms
Agency KMG, USA From 1992.03.27; automatically extendédistribution rights to |For use in Taiwan
agreement annually if not terminated in writing by |chemicals such as
either party forty-five days in advance |semiconductor
photoresist liquid
Agency Kokusai Electric, JapafFrom 2003.10.01; automatically extend@distribution rights to |For use in Taiwan, China
agreement annually unless wishes to terminate the|furnace and Monolithic
agreement and proposes termination thji§afer Tool
days in advance
Agency Lasertec Corporation, [From 2004.06.30; automatically extendgdaintenance and For use in Taiwan, China,
agreement |Japan annually if not terminated in writing by |distributions rights to |Hong Kong, Malaysia
either party three months in advance |color filter tester and
laser microscope
Agency TEXE. G . Co,, Ltd., |From 2003.12.01; autortieally extended|Distribution rights to |For use in Taiwan (AIPC)
agreement |Japan for two years every two years if not robotic arm
terminated by either party in writing two|
months in advance
Agency Rippey Corporation, [From 1998.02.16; automatically extendgdistribution rights to |For use in Taiwan, China
agreement |USA annually if not terminated in writing by |polishing brush for
either party in advance semiconductor
production process
Agency Symco Corp. (Ryoka),|From 2004.03.17; effective for two yeardistribution rights to [For use in Taiwan, China
agreement |Japan automatically extended annually if no |photo tester
termination notification is proposed one|
month in advance
Agency SFA Engineering Corp|From 2004.06.03; effective for one yearngidhesive machine, |For use in Taiwan(AUQ
agreement automatically extended annually if not |de-gluing machine,  |CMO6 Innoux), China
terminated in writing by either party in |recycling machine,
writing 90 days in advance washing machine, FA
system
Agency Top Engineering Co., |From Feb. 28 of 2006, the validity is on€The proxy right for  |For use in Taiwan (AUO,
agreement |Ltd., Korea year and if no written notification for ODF one-time crystal|{CMO, Innolux), China
terminating the contract is sent to the P{injector
60 days before the expiry date, the con
will be renewed automatically.
Agency Integrated Process From 2008.10.15 to 2009.10.15; effectiyBistribution rights to |For use in Taiwan (CMO,
agreement |Systems, Ltd. , Korea |for one year; automatically extended |dry etching equipmenfToppoly, CPT&Hannstar),
annualy if no termination notification is China (SVA, Tianma, IVO,
proposed by either party sixty days in BOE&IRICO)
advance
Agency QlikTech International |From 2014.09.0effective for one year; |Distribution rights to |For use in Taiwan
agreement |Markets AB, Sweden |automatically extended annualy if no  |Software Called
termination notification is proposed by |Qlikview
either party 90 days in advance
Agency CabatMiroelecronics From20170331102019.04.30 Sale Cabat's produdts For use in China
agreement | Corporation
Agency Coring Tropel, USA From 2006.06.12; automatically Distribution rights to [For use in Taiwan, China
agreement extendedupon expiration if there are no|inspection equipment
objections
Agency Bruker-JV,USA From 2016.02.01; automatically Sales, installation andFor use in Taiwan, China
agreement extendedupon expiration if there are no|service of inspection
objections equipment
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Nature Contracting party Commencement date and termination deainn contents Restriction terms
Agency Revasum From 2015.03.01; automatically extendeg@dMP & Grinder For use in Taiwan, China
agreement annually if not terminated in writing by

either party ninty days in advance
Agency Athlete FA CorporationFrom 2015.05.30; automatically extendeBlall Mounterd Ball For use in Taiwan, China
agreement |Japan annually unless wishes to terminate the|Repair

agreement and proposes termination thjrty

days in advance
Agency Holon Corporation, From 2016.03.20; automatically extendeé8EM CD Z7 & Z7-DX|For use in China
agreement |Japan annually unless wishes to terminate the|

agreement and proposes termination ninty

days in advance
Agency ADEKACORPORATION |FromJan. 18 of 2012, the validity is 5 years and if rigemiconductor process  |For use in Taiwan
agreement witten notification for terminating the contract is senficecursor gas material

the Party 90 days before the expiry date, the contract wil

be renewed automatically.
Agency Mycropore From Nov. 19 0f 2018, the validity is 2 years and theSemiconductor process fitefFor use in Taiwan
agreement contractwill be renewed automatically for 2 years. | material
Agency KBTEMOMO From Oct. 5 0f 2016, the validity is 1 year and and if Mask writing, defect repair, |For use in Taiwan, China
agreement witten notification for terminating the contract is sentdiefect inspection

the Party 92 days before the expiry date, the contract wil

be renewed automatically.
Agency Gem\ax&KAEL.coltd  |FromJun. 1 of2013, the validity is 2 years and and IFifier For use in China
agreement witten notification for terminating the contract will be

renewed automatically.
Agency MITSUIBUSSAN FromApr. 1of 2017 toMar30f2019 Sicprocessequipment  |For use in Taiwan, China ar
agreement |ELECTRONICSLTD. Hong Kong
Agency Optima Incorporated FromJun. 1 of 2016, if nowitten natification for | Wafer testing equipment  |For use in Taiwan, China ar
agreement terminating the contract is sent to the Party 30 days Hong Kong

before the expiry date, the contract will be renewed

automatically.
Agency Kokusai Electric FromNov. 1 0f2017 to Oco, 31 of 2020, the contrésisitivity Test System (VR For use in China
agreement | Semiconductor Service Inc | will be renewed automatically without any requireni&aries) 4points probe
Agency ATS Japan Comp FromDec. 150f2017 to Dec, 31 of 2019 Authorized distributinf For use in China
agreement detachabletwisted plate hegt

exchanger productsinthe
electronics industry
Agency KOE! Intemational Corp FromJun. 1 of2018 to May, 31 of 2019 Pressure sensor For use in China
agreement
Dealer Avantor Performance Materigigom May. 31 of 2018 to May, 31 of 2019 Photoresist remover For use in China
Agency AQUSEN Technology FromJan.10f2018to Dec, 31 of 2018 Leak detector For use in China
agreement |CO.Ld
Authorization | HORIBA (China) TRADINGFom Sep. 1 0f2018 toAug, 31 of 2019 Gasqualityflowcontroller | For use in China
Co, LD

Agency Dong AEltek Co.Ltd From Feb. 22 0f2018 to Feb. 2 0of 2019, the validiity sght leakage inspection | [ueeTl’
agreement one year and if no witten notification for terminating| tmachine in mainland Ching

contractis sent to the Party 60 days before the expiry

date, the contract will be renewed automatically.
Agency MCK Co.Ltd From Jan. 1 0f2017 to Dec. 12 0f 2018, the validity Brimarily sales parts | For use in China
agreement twoyear
Agency JTEKINCORPORATION |FromAug. 1 0f2018 toAug, 1 of 2019 Primarily sales AGV |For use in Taiwan, China
agreement products
Agency KE Semiconductor Equipmefirom Aug. 1 of 2018 to Jul. 31 of 2019, then contradtértical difusionfumace  |For use in China
agreement | (Shanghai) ColLtd wil be renewed automatically after expiry date.
Agency Adcanced Modular From Dec. 22 of 2015, the validity is one year and if fim deposition eguipment, | For use in China
agreement | SystemsINC. witten notification for terminating the contract is sentfion finishing equipment

the Party 90 days before the expiry date, the contract wil

be renewed automatically.
Agency Active Layer Parametrics,IN(From Aug. 1 of 2016, the validity is one year and if reWafer electrical  |For use in Taiwan, China an
agreement witten notification for terminating the contract is sertitstru Singapore

the Party 90 days before the expiry date, the contrgct wil

be renewed automatically.
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Nature Contracting party Commencement date and termination deainn contents Restriction terms
Agency FINE SEMITECH CORP. | FromJan. 10 of 2017, the validity is one year and ko For use in Taiwan, China
agreement witten notification for terminating the contract is sentto
the Party 90 days before the expiry date, the contract wil
be renewed automatically.
Agency \asstek Intemational From Mar. 1 of2016, the validity is two years and iff$atelite cameramodule  |For use in China
agreement | Corporation. witten notification for terminating the contract is sentéoiuipment
the Party 90 days before the expiry date, the contract wil
be renewed for a year automatically.
Agency DONGAELTEK Co, LTD |FromFeb. 1 0f2017, the validity is one year. MP?7 series products, Dong&or use in China
agreement Eltek automatic inspection
machine, module
semi-automatic point
inspection machine, automatic
extemnal compensation
equipment
Agency DOW CHEMICAL From Dec. 15 of 2013, the contract will be r Ruwlighing pad/paliishing  [For use in Taiwan, China
agreement |Company year automatically after the expiry date. solution
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Part 6. Financial Information
1.Condensed Balance Sheets and Statements of Comprehensive Income for the past 5 fiscal years, and
the name of the Certified Public Accountant and the Auditors Opinion given thereby
1.1Consolidated Financial Information — Based on IFRS
1.1.1. Consolidated Financial Statement
(1)Consolidated Condensed Balance Sheet — Based on IFRS (Consolidated Financial Statement)
Unit: NT$thousands

i ) _ As of March
Year Financial Summary for The Last Five Years (Notel) 31,2019
it Financial
em Information
2014 2015 2016 2017 2018 (Note3)
Current assets 9,793,274 9,930,954 12,178,31b 13,643,594 15,268,921 15,223,394
Property, Plant and Equipm¢ 1,461,476 1,419,554 1,388,586 1,864,271 2,231,938 2,246,797
(note 2)
Intangible assets 32,781 23,044 21,614 20,114 19,441 15,841
Other assets(note 2) 488,029 552,673 494,262 543,157 707,911 1,758,290
Total assets 11,775,560 11,926,226 14,082,78P 16,071,148  18,228,20p 19,244,322
Before 7,231,258 7,300,177 8,845,356 10,372,850 12.123.395 12,079,480
Current distribution
liabilities After 7,561,398 7,630,317 9,208,509 10,815,391 (Note 6 (Note6
distribution 12,680,169 12,079,480
Non-current liabilities 164,750 161,251 632,231 554,291 367,508 1,251,764
Before 7,396,008 7,461,428 9,477,587 10,927,141 12,490,908 13,331,244
Total distribution
liabilities After 7,726,148 7,791,568 9,840,740 11,369,682 (Noteg (Nae 6]
distribution 13,047,677 13,331,244
Equity attributable to 4,375,458 4,459,596 4,607,611 5,144,97Y 5 666,734 5,846,495
shareholders of the parent
Capital stock 1,650,698 1,650,698 1,650,698 1,770,164 1,855,918 1,856,904
Capital surplus 616,354 618,773 648,446 843,057 970,381 971,636
P
Siesfczﬁution 2,050,443 2,164,227 2,335,452 2,612,401 2981371 3.132,305
Retained
earnings After 1,720,308 1,834,08Y 1,972,299 2,169,860 (Noted (Nae6)
Other equity interest 57,963 25,894 (26,985 (80,645 (140,931 (114,350
Treasury stock 0 0 0 0 0 0
Non-controlling interest 4,094 5,207 (2,416 (975 70,564 66,583
P N P
Before 4,379,552 4,464,798 4,605,195 5,144,002 5.737.308 5.913,078
) distribution
Total equity P = 4,049,41% 4,134,658 4,242,04) 4,701,461 (NoteB (NotS)
distribution 5,180,529 5,913,078

| Company that has compiled individual financial statement shall also compile individual condensed balance sheet and statement
of comprehensive income information for the most recent 5 fiscal years.
| Company that has adopted International Financial Reporting Standards for its financial information less than five years shall
compile its financial information with Financial Reporting Standards of the R.O.C. separately.

Notes:

The year of financial statement that has not been certified by an accountant shall be stated. The Company’s financial
statements mentioned above have all been checked and verified by an accountant.
Company that has conducted asset-revaluation shall state the date of holding the asset revaluation and the revaluated added
amount. This Company hasn't held asset-revaluation in the above-mentioned years.
Listed company or company that has its stock listed and traded on the stock exchange shall have the information stated up to
the season of the printing of the annual report. Besides, it is also a must to note whether the financial information has or has

not been certified and reviewed by accountant. Above 2019 financial statements to March 31 have been reviewed by the

accountant.

Regarding above-mentioned figures after distribution, please write-in with regards to the resolution of Shareholders’

Meeting next year.

Financial information that shall be self-corrected or compiled as noted by the competent authority shall list revised or
corrected figures, and have its conditions and reasons noted down.
Up to the printing of the annual report, the Company’s 2018 profit distribution has not yet been approved by Shareholders’
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Meeting.

(2)Consolidated Condensed Statement of Comprehensive Income — Based on IFRS
(Consolidated Financial Statement)

Unit: NT$thousands
Except Earnings Per Share using NT$.

Year i ) _ As of March
Financial Summary for The Last Five Years (Notel) 31,2019
Item Financial
2014 2015 2016 2017 2018 | Information
(Note2)
Operating revenue 14,965,39 118,031,62 |18,650,94 | 20,211,99 |24,415,72 | 5,753,05!
Gross profit 1,759,06!| 2,014,60:| 2,247,65 | 2,301,33 | 2,819,19 505,61!
Operating Income 504,29! 574,43t 700,30( 800,69! 875,75: 150,90(
:\‘O”'Operat'”g (36,114) 11,953 (27,687) 13,276 125,086 49,322
ncome/expense
Earnings before tax 468,18! 586,38 672,61 813,97! | 1,000,83 200,22:
Net income from continuing 384,519| 459,985 511,263| 648,829 782,164 146,546
operations
Loss from discontinued
operations(Note3) 0 0 0 0 0 0
Net income (los: 384,51 459,98! 511,26: 648,82! 782,16 146,544
Other comprehensi
income (net after tax) 53,560| (47,018) (65,992) (62,830) (45,658 26,983
Current comprehensive 438,079| 412,967 445271 585,999 736,506 173,529
income/loss
Net earnings attributable to 384,545| 458,724| 515151 652,951| 792582| 150,934
owners of the parent
Net earnings attributable to
non-controlling interest (26) 1,261 (3,888) (4,122)] (10,418) (4,388)
Comprehensive income/loss
attributable to owners of the 437,984 411,859 449,009 589,971 747,730 177,515
parent
Comprehensive income/loss
attributable to 95 1,108 (3,738) (3,972) (11,224 (3,986)
non-controlling interest
Basic earnings
per shara 2.33 2.78 3.12 3.77 4.40 0.81
current(Note5)
Earnings perDiluted earnings
share (in per shara 2.30 2.73 2.95 3.51 4.21 0.80
dollars) current(Note5)
Adjusted Diluted
Earnings per 2.30 2.73 2.95 3.51 4.21 0.80
Share(Note6)

| Company that has compiled individual financial statement shall also compile individual condensed balance sheet and statement
of comprehensive income information for the most recent 5 fiscal years.
| Company that has adopted International Financial Reporting Standards for its financial information less than five years shall
compile its financial information with Financial Reporting Standards of the R.O.C. separately.

Notes:

1.

statements mentioned above have all been checked and verified by an accountant.

2.

The year of financial statement that has not been certified by an accountant shall be stated. The Company’s financial

Listed company or company that has its stock listed and traded on the stock exchange shall have the information stated up to

the season of the printing of the annual report. Besides, it is also a must to note whether the financial information has or
hasnot been certified and reviewed by accountant. Above 2019 financial statements to March 31 have been reviewed by the

accountant.

o0 kW
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Calculated by weighted average outstanding shares of the year.
Earning per share of the year shall be calculated based on the weighted average outstanding shares of the year, which are

The loss of unit that has suspended the operations shall be listed in net value after deducted the income tax.

Financial information that shall be self-corrected or compiled as noted by the competent authority shall list revised or
corrected figures, and have its conditions and reasons noted down.




adjusted according to the number of increased shares over the years due to capital increase by earnings.

1.1.2 Separate Financial Information — Based on IFRS
(1) Separate Condensed Balance Sheet — Based on IFRS (Individual Financial Statement)

Unit:NT$thousands

Year Financial Summary for The Last Five Years (Notel)
Item

2014 2015 2016 2017 2018
Current assets 6,068,094 6,113,781 8,040,543 8,819,329 10,679,609

'(Dnrgt%e;)y' Plant and Equipment 1 168 848/ 1126399 1,120,544/ 1,453,359 1,719,499

Intangible assets 14,469 12,265 15,515 15,270 14,032
Other assets(note 2) 1,946,783| 2,089,477, 1,861,272 2,133,410 2,497,035
Total assets 9,198,194| 9,341,922 11,037,874 12,421,368 14,910,175
Before 4,658,617 4,720,325/ 5,773,977\ 6,716,027  gggp 579
Current distribution
liabilities After 4,988,757 5,050,465 6,137,130 7,158,568 (Nae6)
distribution 9,437,353
Non-current liabilities 164,119 162,001 656,286 560,364 362,862
S,.efolrbe . 4,822,736 4,882,326/ 6,430,263 7,276,391 g 243441
Non-current Istribution
liabilities After 5,152,876| 5,212,466 6,793,416| 7,718,932 (Nae6)
distribution 9,800,215
Capital stock 1,650,698 1,650,698 1,650,698 1,770,164 1,855,913
Capital surplus 616,354 618,773 648,446 843,057 970,381
Before 2,050,443 2,164,227| 2,335,452 2,612,401} 5 9g1 371
Retained distribution
earnings After 1,720,303 1,834,087 1,972,299 2,169,860 (Nae6)
distribution 2,424,597
Other equity interest 57,963 25,898 (26,985) (80,645) (140,931)
Before
4,375,458| 4,459,596 4,607,611 5,144,977
_ distribution 5,666,734
Total equity | ¢ 4,045,318 4,129,456 4,244,458 4,702,436 (Noe6)
distribution 5,109,960

| Company that has compiled individual financial statement shall also compile individual condensed balance sheet and
statement of comprehensive income information for the most recent 5 fiscal years.

| Company that has adopted International Financial Reporting Standards for its financial information less than five years
shall compile its financial information with Financial Reporting Standards of the R.O.C. separately.

Notes:

1. The year of financial statement that has not been certified by an accountant shall be stated. The Company’s financial
statements mentioned above have all been checked and verified by an accountant.

2. Company that has conducted asset-revaluation shall state the date of holding the asset revaluation and the revaluated added
amount. This Company hasn't held asset-revaluation in the above-mentioned years.

3. Listed company or company that has its stock listed and traded on the stock exchange shall have the information stated up to
the season of the printing of the annual report. Besides, it is also a must to note whether the financial information has or has
not been certified and reviewed by accountant. Above 2019 financial statements to March 31 have been reviewed by the
accountant.

4, Regarding above-mentioned figures after distribution, please write-in with regards to the resolution of Shareholders’

Meeting next year.

5. Financial information that shall be self-corrected or compiled as noted by the competent authority shall list revised or
corrected figures, and have its conditions and reasons noted down.

6. Up to the printing of the annual report, the Company’s 2018 profit distribution has not yet been approved by Shareholders’

Meeting.
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(2) Separate Condensed Statement of Comprehensive Income — Based on IFRS  (Individual

Financial Statement)

Unit: NT$thousands
Except Earnings Per Share using NT$.

Year Financial Summary for The Last Five Years (Notel)
Item
2014 2015 2016 2017 2018

Operating revenue 10,432,963| 12,482,462 13,308,343| 15,319,550, 16,757,545
Gross profit 1,288,867| 1,485,761| 1,749,009, 1,849,529| 1,937,844
Operating Income 520,967 616,331 770,176 875,580 748,195
Non-operatingincome/expense (56,129 (42,814)  (98,650) (59,192 244,957
Earnings before tax 464,838| 573,517| 671,526| 816,388 993,152
Net income from continuing
operations 384,545 458,724 515,151 652,951 792,582
Loss from discontinued
operations(Note3) 0 0 0 0 0
Net income (loss) 384,545  458,724| 515,151 652,951 792,582
Other comprehensi 53,439| (46,865)| (66,142) (62,980) (44,852
income (net after tax)
Current comprehensive
income/loss 437,984 411,859 449,009 589,971 747,730

Basic earnings per

sharea current 2.33 2.78 3.12 3.77 4.40

(Noteb)
Earninas per SharDiIuted earnings pe
AINGS P Sharea current 2.30 2.73 2.95 351 4.21
(in dollars)

(Noteb)

Adjusted Diluted

Earnings per 2.30 2.73 2.95 3.51 4.21

Share(Note6)

| Company that has compiled individual financial statement shall also compile individual condensed balance sheet and statement of comprehensive

income information for the most recent 5 fiscal years.
| Company that has adopted International Financial Reporting Standards for its financial information less than five years shall compile its financial
information with Financial Reporting Standards of the R.O.C. separately.

Notes:

2.

o hw

7.

The year of financial statement that has not been certified by an accountant shall be stated. The Company’s financial statements mentioned
above have all been checked and verified by an accountant.

Listed company or company that has its stock listed and traded on the stock exchange shall have the information stated up to the season of the
printing of the annual report. Besides, it is also a must to note whether the financial information has or has not been certified and reviewed by
accountant. Above 2019 financial statements to March 31 have been reviewed by the accountant.

The loss of unit that has suspended the operations shall be listed in net value after deducted the income tax.

Financial information that shall be self-corrected or compiled as noted by the competent authority shall list revised or corrected figures, and
have its conditions and reasons noted down.

Calculated by weighted average outstanding shares of the year.

Earning per share of the year shall be calculated based on the weighted average outstanding shares of the year, which are adjusted according
to the number of increased shares over the years due to capital increase by earnings.

Up to the printing of the annual report, the Company’s 2018 profit distribution has not yet been approved by Shareholders’ Meeting.

1.2The uniformed comparison items affecting the current financial report, such as accounting
changes, corporate combinations or the discontinuation of business departments: None

1.3 The names and the certiyfing remarks made by the accountatns of the laterst five years:

Years |Accounting Firms Names of accounts Certifying remarks
2014 PricewaterhouseCoopers Taiwan|  Lin, Chun-Yao & Chang, Shu-Chiung  Unqualified
2015 PricewaterhouseCoopers Taiwan|  Chang, Shu-Chiung & Lin, Chun-Yao  Unqualified
2016 PricewaterhouseCoopers Taiwan|  Lin, Chun-Yao & Chang, Shu-Chiung  Unqualified
2017 PricewaterhouseCoopers Taiwan|  Chang, Shu-Chiung & Wong, Shu-tdngualified

2018 PricewaterhouseCoopers Taiwan Chang, Shu-Chiung & Wong, Shutcmgualified
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Notes: Due to the internal reorganization of the firm, the certifying accountants of the 2014 fiscal year were Kebin Lin and Shu-rong Wong,
while the 2017 fiscal year were Kebin Lin and Shu-chiung Chang.

2.Financial Analysis in the past 5 fiscal years
2.1 Below data is analyzed based on IFRS
2.1.1. Consolidated Capital Structure Analysl&RS (Consolidated Financial Report)

Financial Analysis over the last Five Yearhlotel As of Mar.
31, 2019
ltems Noted 2014 2015 2016 2017 2018 |(Note 2)
Capital Debts Ratio 62.81| 62.56| 67.30| 67.99 68.53 69.27
structure
?[“’)"ys's Long Term Funds to Fixed Assets 310.94| 325.88| 377.18| 305.66| 273.52| 318.89
Liquidity Current Ratio 135.43| 136.04| 137.68| 131.53| 125.95| 126.03
apalysis Quick Ratio 101.87| 99.78| 102.89| 94.30 91.11 92.01
) Interest Guarantee (times) 16.47| 16.15| 12.88| 13.98 16.15 9.68
Average Collection Turnover
(times) 4.60 5.14 4.55 4.45 5.18 4.72
Average Collection Days 79 71 80 82 70 77
Operating  |Average Inventory Turnover (times) 3.10 3.43 3.44 2.96 2.72 2.55
gﬁglorsmsance Average Payables Turnover (times) 3.67| 4.13| 4.16| 3.90| 4.23 4.13
i
Y Average Inventory Turnover Days 118 106 106 123 134 143
Fixed Asset Turnover (times) 10.04| 12.52| 13.28| 12.43 11.92 10.28
Total Asset Turnover (times) 1.37 1.52 1.43 1.34 1.42 1.23
Return on Total Asset() 3.75 4.15 4.29 4.65 4.87 3.52
Ret Return on Total Equity ) 9.04| 10.40| 11.27| 13.31 14.38 10.06
Return on Pre-tax Profit to Capital Stocks
investment (%)(Note 8) 28.36| 35.52| 40.75| 45.98 53.93 43.13
analysis —
Net Income to Sales() 2.57 2.55 2.74 3.21 3.20 2.55
Earnings per Share(NT) (Note 3) 2.33 2.78 3.12 3.77 4.40 0.81
Cash Flow Ratio{ ) 7.85 (2.70) (2.71)] 12.10 0.80 -2.69
Cash flow |Cash Flow Adequacy Ratid ()
analysis (Note 6) 56.44| 14.85 5.28| 26.81 27.82 11.43
Cash Flow Reinvestment Rati6 § 6.71 (8.89) (8.65)] 12.69 (4.61) -4.30
Operating Leverage 2.62 2.65 2.46 2.17 2.55 2.33
Leverage - -
Financial Leverage 1.06 1.07 1.09 1.08 1.08 1.18

Note on variation in capital ratio in the previous two years (Not applicable if the variation is < 20%)
Cash Flow Analysisi

(1) Cash flow ratio less: which primarily attributes to an decrease in business activity net cash inflow
increase current liability this year, resulting in the 2018 cash flow equivalent ratio is less than in 2017.

(2) Less in cash reinvestment ratio: which primarily attributes to an decrease to the 2018 business acti
cash inflow, to an increase to real estate, plant, equipment and related capital expenditure and, resultir

cash flow reinvestment ratio to less than the last year.

and to

vity net
gin the

@Entity capital ratio analysis should be included if an entity report is filed
@For any data adopts IFRS reporting standard for less than five years should file a separate report that adheres to local accounting

principles.

Note 10 Special note should be added to those years that were not audited by a certified accountant. All financial data included in this report
has completed the due audit process.
Note 24 Public companies should disclose up to the quarter of publication. Special note should be added to whether the data had been subject
to audits. All financial data included in this report (as of 2019/3/31) has completed the due audit process
Note 30 Adjusted for diluted EPS
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Note 40 The following formulas should be shown at the end of the report

1.Financial structure

(1)Debt ratioh Total liabilitiess Total Assets

(2)Ratio of long-term capital to fixed asshtéShareholders’ equity + noncurrent liabilities) Net property, plant and equipment

2.Solvency

(1)Current ratich Current assets Current liabilities

(2)Quick ratioh (Current assets - inventories - prepaid expens€s)rrent liabilities

(3)Interest earned ratio (timesEarnings before interest and taxelsiterest expenses

3.0perating performance

(1)Accounts receivable turnover (times) (includes accounts collectable & checks colldtta¥é)sales Average trade receivables

(includes accounts collectable & checks collectable)

(2)Average collection period 365« Accounts receivable turnover (times)

(3)Inventory turnover (timed) Cost of goods solds Average inventory

(4)Accounts payable turnover (times) (includes accounts payable & checks payaBtt of goods solel Average payable (includes

accounts payable & checks payable)

(5)Average days in salés365¢ Inventory turnover (times)

(6)Fixed assets turnover (timdsNet sale3 Average net property, plant and equipment

(7)Total assets turnover (timdsNet sales Average total Asset

4.Profitability

(1)Return on total assets Netincome' interest expensexb a effective tax rate »  Average total asset

(2)Return on Stockholders' equiyNet Income attributable to shareholders of the parent / Average equity attributable to shareholders of the
parent

(3)Profit ratioh Net income» Net sales

(4)Earnings per sharé (Net income attributable to shareholders of the parent — preferred stock dividend) / Weighted average number of
shares outstanding (note 5)

5.Cash flow

(1)Cash flow ratidh Net cash provided by operating activities / Current liabilities

(2)Cash flow adequacy ratioFive-year sum of cash from operations / Five-year sum of capital expenditures, ilnventory additions, and cash
dividend

(3)Cash reinvestment ratio(Cash provided by operating activities - cash dividends) /(Gross property, plant and equipment + Long-term
Investments + Other Noncurrent Assets+ working capital) (note6)

6.Leverage

(1)Operating leverage (Net sales - variable cost) / Income from operations (note 7)

(2)Financial leveragh Income from operations / (Income from operations — Interest expenses)

Note 50 the above formulas should note the following:

1.weighted average number of common share, not outstanding number of shares

2.capital increase by cash or common stock buyback should be calculated average weighted number of shares

3.Annual or semiannual EPS should be calculated by capital increase ratio for those by profit or by additional paid in capital, regardless of
the issuance period.

4. If preferred stocks are non-convertible and accumulative, dividend should always be deducted from net profit, or added to net loss,
regardless of distribution. If the preferred stock is non-accumulative, the dividend should be deducted from net profit, if there is a loss, then
no adjustment is required.

Note 6U Cash analysis should note the following:

1.net operating cash flow is net cash inflow in the cash flow statement

2.capital expenditure is the annual net cash outflow

3.increase in inventory is only added when EOP balance is greater than BOP balance. If the balance is negative, than the increase will be null.
4.cash dividend includes common stocks and preferred stocks

5.gross fixed asset has taken consideration of accumulative depreciation

Year 2011 and 2012 adopts IFRS. All other years' report adhere to the local accounting regulation.

Note 70 issuer should classify the operating costs & expenses as fixed and variable accordingly. Prudence, rationality and consistency should
be exercised while items are subjected to view.

Note 80 Stocks with no face value or a face value that is not NTD 10 are included in group equity ratio

2.1.2. Entity Capital Structure AnalysidFRS(Individual Financial Statement)

Year Financial Analysis over the last Five Yearhlotel
ltems  Note4 2014 | 2015 | 2016| 2017| 2018
Financial |Debts ratio 52.43 52.26 58.26 58.58 | 61.99
structure : :
- Ratio of long-term capital to property,
(") plant and equipment 388.38| 410.30| 469.76| 392.56|350.66
Current ratio 130.26| 129.52| 139.25| 131.32|120.26
Solvenc i i
(%) Y |Quick ratio 98.92| 93.04| 100.19| 90.05| 80.88
Interest earned ratio (tim 158.04| 71.28| 55.50| 71.29| 58.29
Operating Accounts receivable turnover (times) 5.08 5.52 5.10 5.15| 5.38
performanceAverage collection periot 72 66 72 71 68
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Inventory turnover (times) 2.95 3.35 3.55 3.05| 2.37
Accounts payable turnover (times) 3.43 3.85 4.06 4.02| 4.02
Average days in sales 124 109 103 120 | 154
Property, plant and equipment turnover
(tim'zs)y P guipment turnov 876| 10.88| 11.85| 11.90| 10.56
Total assets turnover (times) 1.24 1.35 1.31 131! 1.23
Return on total assets (%) 4.61 5.02 5.16 5.65| 5.90
Return on stockholders' equity (%) 9.05 10.38 11.36 13.39| 14.66
... |Pre-tax income to paid-in capital (%) (Note
Profitabiliy | ! paid-in capital (%) (Note ;¢ 16| 3474| 4068| 4612 5351
Profit ratio (%) 3.69 3.67 3.87 426| 4.73
Earnings per share (NT$) (Note 3) 2.33 2.78 3.12 3.77| 4.40
Cash flow ratio (%) 1355| 4.82| 2.03| 11.16| 0.29
Cash flow |Cash flow adequacy ratio (%)(Note 6) | 10050| 5051| 4560 40.23| 29.15
Cash reinvestment ratio (%) 8.44/ (1.88) (3.45) 11.32 (6.34)
Operating leverage 2.02 1.99 1.92 1.79 2.17
Leverage - -
Financial leverage 1.01 1.01 1.02 1.01| 1.02

Note on variation in capital ratio in the previous two years (Not applicable if the variation is < 20%)
1. Analysis of operational capabilities:

Decrease in inventory turnover rate and increase in average sales days: which mainly due|to the
increase in revenue growth which is increase in operational costs by joint influence in 2018.

Additionally, increasing inventory because of business needs, which resulted in average inventory
being over in 2017. But the operating cost is more than average inventory in 2018. So the inventory
turnover rate is less than 2017 and average sale day is more than 2017.

2. Cash flow analysis:
(1) Decrease in cash flow ratio: which mainly due to the decrease in net cash inflows from operating
activities and the increase in current liabilities in 2018, resulting in the ratio of cash flow was lgwer
than 2017.
(2) Decrease in cash flow ratio: which mainly due to the decrease in net cash inflows from operating
activities in the last five years, coupled with the increase in inventories and the increase in capital
expenditure on property, plant and equipment, which resulted in the cash flow ratio was declined
between 2017 and 2018.
(3) Decrease in cash reinvestment ratio: which mainly due to the decrease in net cash inflows from
operating activities, the increase in capital expenditure on property, plant and equipment, and the
increase in cash dividends in 2018, which is resulting in reinvestmenivestideclined between 20
and 2018.
3. Leverage analysis:
(1) Increase in operating leverage: which mainly due to the decrease in operating net profit in 2018, which
made the operating leverage rises in 2018.

@Companies with its own financial statement shall prepare individual financial ratio anal§sis

@Company who prepare financial reports under IFRSs, International Financial Reporting Standards less than five years shall prepare
another financial report under Financial Accounting Standards, Taiwan.

Note 1: Company shall notify financial reports of which year are not being audited and certified by a certified public accountant. We've had
our financial reports audited and certified by a certified public accountant within five years

Note 2: Public company or company which trades securities on over-the-counter markets shall have financial information by last season of
annual report published date of the year incorporated into analysis.

Note 3: Number of shares increased annually due to surplus or additional paid in capital have been retroactively adjusted in basic earning per
share calculation.

Note 4: Calculation formula shown as below shall be listed in the end of annual reports:

1.Financial structure

(1)Debt ratioh Total liabilitiess Total Assets

(2)Ratio of long-term capital to fixed asshtéShareholders’ equity + noncurrent liabilities) Net property, plant and equipment

2.Solvency

(1)Current ratich Current assets Current liabilities

(2)Quick ratioh (Current assets - inventories - prepaid expens€s)rrent liabilities

(3)Interest earned ratio (timesEarnings before interest and taxelsiterest expenses

3.0perating performance
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(1)Accounts receivable turnover (times) (includes accounts collectable & checks colldutdidet) sales Average trade receivables
(includes accounts collectable & checks collectable)

(2)Average collection period 365« Accounts receivable turnover (times)

(3)Inventory turnover (timed) Cost of goods solds Average inventory

(4)Accounts payable turnover (times) (includes accounts payable & checks payabtst of goods sold Average payable (includes
accounts payable & checks payable)

(5)Average days in salés365¢ Inventory turnover (times)

(6)Fixed assets turnover (timdsNet sale3 Average net property, plant and equipment

(7)Total assets turnover (timdsNet sales Average total Asset

4.Profitability

(1)Return on total asselts Netincome' interest expensexb a effective tax rate ¢ Average total asset

(2)Return on Stockholders' equltyNet Income attributable to shareholders of the parent / Average equity attributable to shareholders of the
parent

(3)Profit ratioh Net income» Net sales

(4)Earnings per sharén (Net income attributable to shareholders of the parent — preferred stock dividend) / Weighted average number of
shares outstanding (note 5)

5.Cash flow

(1)Cash flow ratidh Net cash provided by operating activities / Current liabilities

(2)Cash flow adequacy ratioFive-year sum of cash from operations / Five-year sum of capital expenditures, ilnventory additions, and cash
dividend

(3)Cash reinvestment ratio(Cash provided by operating activities - cash dividends) / (Gross property, plant and equipment + Long-term
Investments + Other Noncurrent Assets + working capital) (note6)

6.Leverage

(1)Operating leverage (Net sales - variable cost) / Income from operations (note 7)

(2)Financial leveragh Income from operations / (Income from operations — Interest expenses)

Note 5: Please refer to the followings in calculation formula of earnings per share:

1. Based on weighted-average ordinary shares instead of stock shares issued by the end of the year.

2. Companies with seasoned equity offering or treasury stock trading shall take its circulation period into calculation of weighted-average
shares.

3. Companies with capital increase out of surplus or additional paid in capital shall have annual or semi annual earning per share calculation
retroactively adjusted instead of release duration.

4. The annual dividend (whether payout or not) of non-convertible cumulative preferred shares shall consider net profit or loss after tax
deduction. When there’s net profit after tax deduction in non-cumulative preferred shares, the dividend shall be deducted from net profit after
tax deduction; No adjustment needed when loss

Note 6: Please refer to the followings in cash flows analysis:

1. Net cash flow from operating activities refers to net cash inflows of operating activities in statements of cash flows.

2. Capital expenditures refers to annual amount of cash outflows in capital investment.

3. Inventory increase shall only be counted when the ending balance is greater than the opening balance. Count as 0 when ending inventory
decrease.

4. Cash dividend includes cash dividend in ordinary shares and preferred shares.

5. Gross of real estate, plant and equipment refers to the net of accumulated depreciation of real estate, plant and equipment

Financial information of cash flows adequacy ratio within five years above from 2011 to 2012 were under financial information of IFRSs,
International Financial Reporting Standards, and calculated under Financial Accounting Standards Board, Taiwan in other years.

Note 7: Issuing entity shall divide each operating costs and operating expenses into fixed and changes by its property, maintain consistency
and rationality while estimates or subjective judgements involved.

Note 8: Shares of no value or none-NTD.10 value per share, the calculation of accounts paid in capital ratio above shall be altered to equity
ratio attributable to owner of parent company in balance sheet
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3. Audit Committee’s Report in the most recent fiscal year
Marketech International Corp.

Audit Committee Audit Report

To: Members of the 2019 Shareholders’ Meeting

We, as the Audit Committee of MIC Group, have audited the 2018 Business Report,
Financial Statements and Earnings Distribution Proposal made and submitted by the board of
directors. The said Financial Statements were audited by Independent Accountant Chang
Shu-Chiung and Independent Accountant Weng Shih-Jung of Pricewaterhouse Coopers (PwC)
Taiwan, and are supported with an audit report issued by PwC. We believe that there is no
inconsistent information of aforementioned Business Report, Financial Statements and
Earnings Distribution Proposal and hereby submit these documents to you according to
Article 14-4 of Securities and Exchange Act and Article 219 of the Company Act.

Sincerely yours,

Chairperson of Audit Committee, Lin Hsiao-Min

February 18, 2019
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4. Consolidated Financial Statement in the most recent fiscaliydease refer to CPA's
consolidate report.

5. Separate Financial Statement of the Parent Company and Related Party in the most recent
fiscal year and during the current fiscal year up to the date of printing of the annuakreport
please refer to CPAs parent company report.

6. Financial difficulties of the Company and Related Party in the most recent fiscal year and
during the current fiscal year up to the date of printing of the annual report: None.
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Part 7 Review of Financial Conditions, Operating Results, and Risk Management

1. Analysis of Financial Position

1.1 Analysis of the consolidated financial situation (consolidated financial statement)
1.1.1. The last two annual balance sheets reported significant changes and impact on the assets and

liabilities, owing to:

Unit: NT$thousands ¢

Descriotion Year As of December | As of December A le;ference

Pt 31,2018 31,2017 moun ’
Current assets 15,268,921 13,643,594 1,625,327 11.91
Property, plant and equipment 2,231,933 1,864,277 367,656 19.72
Intangible assets 19,441 20,115 (674) (3.35)
Other assets 707,911 543,157 164,754 30.33
Total assets 18,228,206 16,071,143 2,157,063 13.42
Current liabilities 12,123,395 10,372,850 1,750,545 16.88
Non-current liabilities 367,508 554,291 (186,783)|  (33.70)
Total liabilities 12,490,903 10,927,141 1,563,762 14.31
Capital stock 1,855,913 1,770,164 85,749  4.84
Capital surplus 970,381 843,057 127,324  15.10
Retained earnings 2,981,371 2,612,401 368,970 14.12
Other equity interest (140,931) (80,645) (60,286) (74.75)
Equity attributable to
shareholders of the parent 5,666,734 5,144,977 521,757  10.14
Non-controlling interests 70,569 (975) 71,544 | 7337.85
Total equity 5,737,303 5,144,002 593,301  11.53
Analysis of ratio of change: (if the change is greater than 20% and the amount changed i
NT$10,000,000)

(1) Increase in other assets: which mainly applicates the pafcAS 9 “Financia
Instruments” in 2018, resulting in the other assets increases more than 2017.

(2) Reduction of noreurrent liabilities: which primarily the convertible corporate bonds
within one year was transferred to current liabilities, resulting in a decrease
non-current liabilities in 2017.

(3) Reduction of other equity: which mainly impact of the depreciation of the RMB exa
rate of the NTD and the application of IFRS No. 9 “Financial Instrumen29i8, whick
resulting in the other equity is less than 2017.

(4) Increase in non-controlling interests: which mainly becaige Group did not have
relative increase in the cash-investment of the consolidated subsidiaries in
resulted in a decrease in tBhareholding ratio of the subsidiaries of the Group
relative impact on the interests of the owners of the parent company. Tleentouilin
equity is more than 2017.

1.1.2. If significant changes are felt, they should be indicated in future response plans:

in the

Changes in the Group’s last two annual balance sheets did not have any significant impact. The
group continued to focus on improving the business performance, the stability of its earnings

and the company’s financial structure in order to reduce the financial burden.
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1.2 Analysis of the individual financial situation (individual financial statement)
1.2.1. The last two annual balance sheets reported significant changes and impact on the Assets and
Liabilities, owing to:
Unit : NT$ thousads ; %

Year As of December As of December Difference

Description 31,2018 31,2017 Amount .

Current assets 10,679,609 8,819,329 1,860,28( 21.09

Property, plant and

equﬁ’pmgnﬁ’ 1,719,499 1,453,359 266,140 1831

Intangible assets 14,032 15,270 (1,238) (8.11)

Other current assets 2,497,035 2,133,410 363,625 17.04

Total assets 14,910,175 12,421,368 2,488,807 20.04

Current liabilities 8,880,579 6,716,027 2,164,557  32.23

Non-current liabilities 362,862 560,364 (197,502 (35.25)

Total liabilities 9,243,441 7,276,391 1,967,050  27.03

Capital stock 1,855,913 1,770,164 85,749 4.84

Capital surplus 970,381 843,057 127,324 15.10

Retained earnings 2,981,371 2,612,401 368,970  14.12

Other equity interest (140,931) (80,645) (60,286)  (74.75)

Total equity 5,666,734 5,144,977 521,757  10.14

Analysis of ratio of change: (if the change is greater than 20% anmount changed i

NT$10,000,000)

(1) Increase in current assets: which primarily increases inventory beo&ubhe business grow
demand, and increases the cost of construction in progress which results in increasingabtig
liability in 2018.

(2) Increase in current liabilities: which primarily increases the current liability because |of the
short-term working capital demand. In addition, current liabilities rises up than last year libeause
cost of contract fees and related expenses increased in 2018.

(3) Reduction of non-current liabilities: which primarily decreases which is because airthertible
corporate bonds transferring from non-current liabilities to current liabilities in 2018.

(4) Reduction of other equity: which mainly impact of the depreciation of the RMB exchange rat
NTD and the application of IFRS No. 9 “Financial Instruments”in 2018, which resulting in th
equity is less than 2017.

1.2.2. If significant changes are felt, they should be indicated in future response plans:
Changes in the company'’s last two annual balance sheets did not have any significant impact.
The company continued to focus on improving the business performance, the stability of its
earnings and the company’s financial structure in order to reduce the financial burden.
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2. Analysis of Financial Performance
2.1 Consolidated Financial Performance Analysis (consolidated financial statement)
2.1.1.The last two Profit and Loss accounts reported significant changes in net profit and pre-tax

profit, owing to:
Unit : NT$ thousands ; %
(In addition to earnings per share, NT$)

Yeal Amount .
2018 2017 increased (I::’hrgﬁo(retl(oop)
Descriptior (decreaset ge (o
Net Operating Income 24,415,723 20,211,994 4,203,729 20.80
Operating Cost 21,596,527 17,910,657 3,685,870 20.58
Gross profit 2,819,196 2,301,337 517,859 22.50
Operating expenses 1,943,443 1,500,638 442,805 29.51
Operating income from operations 875,753 800,699 75,054 9.37
Non-operating income and expenses 125,086 13,276 111,810 842.20
Income before tax 1,000,839 813,975 186,864 22.96
Income Tax 218,675 165,146 53,529 32.41
Net Income of Continuin
Operation 782,164 648,829 133,335 20.55
Income from discontinue
operation 0 0 0 0
Net incom 782,164 648,829 133,335 20.55
Other comprehensive incor
(income after tas - (45,658) (62,830) 17,172 27.33
Total comprehensive incor 736,506 585,999 150,507 25.68
Net income attributable 1
shareholders of the par 792,582 652,951 139,631 21.38
Net income attributable 1
noncontrolling interes (10.418) (4.122) (6.296) (152.74)
Total comprehensive incon
attributable to shareholders of the 747,730 589,971 157,759 26.74
paren
Total comprehensive incon
attributable to the noncontrolling (11,224) (3,972) (7,252) (182.58)
interest .
- ggﬁ'occ EPS for currer 4.40 3.77 0.63 16.71
EPS(NT: -
Diluted EPS fol
current perio 4.21 3.51 0.70 19.94

(1)The company's analysis of change in the profit and loss ratio for the past two years shows that if the operating margin

changes by more than 20%, then a different analysis should be made as in (2).

Change in the proportion of variation analysis: (if the change is greater than 20% and the amount changed i$

NT$10,000,000)

¢ Increase in operating income, operating costs, and operating margins: which primainly attributes to a steady

growth trend in the semiconductor, optoelectronics, other electronics industries and the expanding reld
between Taiwan and China, resulting in the orders is more than last year.

, Increase in operating expenses: which primainly attributes to an increase in the personnel expenses and
expected credit losses in 2018.

Bincrease in net benefits of non-operating income and expenses: which primarily stems from the increa
profit of financial assets at fair value through profit or loss, and gaining benefits arising from changes in
currency exchange rates in 2018.

Bincrease in net profit before tax: which primarily stems from an increase in operating profit and net incomn
non-operating income and expenses in 2018.

BIncrease in income tax expenses: which primarily stems from an increase in net profit before tax and the
of tax rate in 2018.

BIncrease in net profit in the current period: which primarily stems from the pre-tax net profit was higher th
last year, and the income tax expenses increased accordingly in 2018.

DThe decrease in net loss of other comprehensive (loss) gains (net after tax) in the current period: which
stems from the increase in net profit of financial assets at fair value through profit or loss, and gaining
arising from changes in foreign currency exchange rates in 2018.

(2)Analysis of changes in operating margins:
¢ Change Description: which primainly attributes to a steady growth trend in the semiconductor, optoeleg

other electronics industries and the expanding relationship between Taiwan and China, resulting in the
more than last year.

tionship
12-month

5e in net
foreign

e from
change
an the
primarily

benefits

tronics,
prders is

, Price and volume analysis: Not applica
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2.1.2. Expected sales volume and its possible impact on the company'’s future financial operations

and the response plan:

The forecast of the Group’s sales or service volumes in 2019 aims to assess changes of the
industry conditions, future business environment, company and department’s operation plans,

market supply and demand, and future development plan.

It is complied under

reasonableassumptions including the operating performance of 2018 and orders to be
released. Therefore, it does not have big impacts on the Group’s finances.

2.2 Individual Financial Performance Analysis (individual financial statement)
2.2.1. The last two Profit and Loss accounts reported significant changes in net profit and pre-tax

profit, owing to:

Unit : NT$ thousands ; %
(In addition to earnings per share, NT$
Year Amount Proportion
Description 2018 2017 increased
change (%)
(decreased)
Net Operating Income 16,757,545 15,319,550 1,437,995 9.39
Operating Cost 14,819,701 13,470,021 1,349,680 10.02
Gross profit 1,937,844 1,849,529 88,315 477
Operating expenses 1,189,649 973,949 215,700 22.15
Operating income from operations 748,195 875,580 (127,385) (14.55)
Non-operating income and expenses 244,957 (59,192) 304,149 513.83
Income before tax 993,152 816,388 176,764 21.65
Income Tax 200,570 163,437 37,133 22.72
Net Income of Continuing Operations 792,582 652,951 139,631 21.38
Income from discontinued operations 0 0 0 0
Net income 792,582 652,951 139,631 21.38
Other comprehensive income (income after {ax) (44,852) (62,980) 18,128 28.78
Total comprehensive income for the year 747,730 589,971 157,759 26.74
BasicEPS for current period 4.40 3.77 0.63 16.71
EPS(NT$) [— .
Diluted EPS for current period 4.21 3.51 0.70 19.94

(1)The company’s analysis of change in the profit and loss ratio for the past two years shows that if the operat
changes by more than 20%, then a different analysis should be made aShar(@. in the proportion of variati
analysis: (if the change is greater than 20% and the amount changed is NT$10,000,000)

« Increase in operating expenses: which primainly attributes to an increase in the personnel expenses and

expected credit losses in 2018.

Increase in net loss of operating income and expenses: which primarily stems from the increase in net p

1

exchange rates, and increase in the share of investment interests recognized by the equity method. in 20
I Increase in net profit before tax: which primarily stems from an increase in operating profit and net incon

financial assets at fair value through profit or loss, gaining benefits arising from changes in foreign currency

of tax rate in 2018.

1

non-operating income and expenses in 2018.
B Increase in income tax expenses: which primarily stems from an increase in net profit before tax and thg

B Increase in net profit in the current period: which primarily stems from the pre-tax net profit was highg
the last year, and the income tax expenses increased accordingly in 2018.

B The decrease in net loss of other comprehensive (loss) gains (net after tax) in the current period: which
primarily stems from the increase in net profit of financial assets at fair value through profit or loss, and
benefits arising from changes in foreign currency exchange rates in 2018.
(2)Analysis of changes in operating margins:
¢ Change description: Since change is less than 20%, no explanation is required.
Price and volume analysis: Not applicable.

12-month
ofit of

18.
e from

2 change

2r than

fjaining

2.2.2. Expected sales volume and its possible impact on the company'’s future financial operations

and the response plan:

The forecast of the Company’s expected sales or service volume in 2019 was prepared
mainly according to evaluations of economic changes in the industry, future business

environment, operational plans of the Company and its departments, supply and demand in
the market, future development plans, etc. and also referred to 2018 annual business
performance under reasonable assumptions of unfinished production of orders, which has no
significant impact on the Company’s results of operations and financial position.
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3. Analysis of Cash Flow
Analyses of cash flows in the future one year from changes of cash flows in the latest year:
3.1 Analysis of consolidated cash flows (Consolidated Financial Statements)
3.1.1. Changes of cash flows in the latest year
Unit : NT$ thousands

Net cash flow
from operating
activities for the
ﬁntire year

Cash and cash
equivalents at
beginning of period
(December 31, 201

Net cash flow fronNet cash flow Cash and cash

. . L . - Effects of .

investing activitiesfrom financing equivalents at end of
: I exchange rate .

for the entire year|activities for theChan e on cash period (December

entire year 9 31, 2018)

2,300,572 97,169 (505,328) 301,928 (38,984) 2,155,357

Analyses of changes in cash flows for the year (2018) are as follows:

* Net operating activity cash inflow at $97,169,000, which primarily attributes to operating activity net cash
inflow derived from profit growth and increase to inventories, the cost of construction-in-progress and agcounts
receivable.

, Investment activity net cash outflow at $505,328,000, which primarily stems from building, purchasing real
estate, plant, and equipment in response to operating and manufacture needs.

f Capital raising activity net cash outflow at $301,928,000, which primarily stems from cash outflow in cash
dividend distribution exceeding cash inflow on bank loans in response to working capital, resulting in a net
cash outflow in capital raising activity.

Thus, the cash flow in 2048as net cash inflow resulting in an increase in the cash balance in the end of

compared to the beginning of the year.

3.1.2. Liquidity analysis in the latest year

Unit: %
o Year 2018 2017 Variance(%)
Cash Flow Ratio 0.80 12.10 (93.39)
Cash Flow Adequacy Ratio 27.82 26.81 3.77
Cash Reinvestment Ratio (4.61) 12.69 (136.33)

Analyses of changes in the proportion of increase & decrease: (Explanation for analyses of the
proportion of increase & decrease above 20% between two periods)
(1) Cash flow ratio declines: which primarily attributes to a decrease tooperating activity and
an increase to current liabilities, pushing the 2018 cash flow ratio to less than that in 2018.
(2) Cash reinvestment ratio declines: which primarily attributes to an decrease to the 2018
business activity net cash inflow, the real estate, plant, equipment increase is greater than
the last year and the distribution of cash dividend, resulting in the cash flow reinvestment
ratio to rise than that in 2018.

3.1.3. Liquidity analysis in the future one year
Unit : NT$ thousands

Cash and cash equivale|Net cash flow fron Cash surplus Leverage of cash deficit

at beginning of period |operating activitiejCash outflowf (deficit) Invesment |Financing

(December 31, 2018) |, e+ -f plans plans
2,155,357 641,499 (762,484) 2,034,372 Not applicable

(1) Analyses of expected changes in cash flows for the year (2019) are as follows:
¢ Operating activities: Net cash provided by operating activities is expected for the future one year mainly due

to the business growth and the increase in cash collections of accounts receivables, and the net cash inflow

was generated.

, Investing activities: Net cash used in investing activities is expected for the future one year mainly due to the
increase in long-term investments and the purchase of assets such as equipment.

f Financing activities: Net cash used in financing activities is expected for the future one year mainly due to
the distribution of cash dividends.

(2) Contingency plans expected for projected insufficient cash position and the liquidity analysis: Not applicable.
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3.2 Analysis of individual cash flows (Individual Financial Statements)
3.2.1. Changes of cash flows in the latest year

Unit : NT$ thousan

ds

Net cash flow |Cash and cash

from financing |equivalents at end of
activities for the |period (December 31
entire year 2018)

Net cash flow
from operating
activities for the
entire year

Net cash flow from
investing activities
for the entire year

Cash and cash equivalents at
beginning of period (Decembs
31, 2017)

—

750,892 25,664 (634,727) 537,269 679,098

Analyses of changes in cash flows for the year (2018) are as follows:

» Net operating activity cash inflow at $25,664,000, which primarily attributes to operating activity net cash
derived from profit growth and increase to inventories, the cost of construction-in-progress and accounts req

, Investment activity net cash outflow at $505,328,000, which primarily stems from invenstment of equity n
and building, purchasing real estate, plant, and equipment in response to operating and manufacture needs

f Capital raising activity net cash outflow at $537,269,000, which primarily stems from cash outflow in cash d
distribution exceeding cash inflow on bank loans in response to working capital, resulting in a net cash oy
capital raising activity.

By recapping the above, the 20¢8arly cash flow being a net cash outflow, resulting in a decreg

inflow
eivable.
nethod,

vidend
tflow in

endng cash balance than the starting cash be

3.2.2. Liquidity analysis in the latest year

Unit: %

| Year 2018 2017 Variance (%)
tem

Cash Flow Ratio 0.29 11.16 -97.4

Cash Flow Adequacy Ratio 29.15 40.23 -27.55

Cash Reinvestment Ratio -6.34 11.32 -156.00

Analyses of changes in the proportion of increase & decrease: (Explanation for analyses of the prqg

increase & decrease above 20% between two periods)

(1) Cash flow ratio declines: which primarily attributes to a decrease tooperating activity and an increase
liabilities, pushing the 2018 cash flow ratio to less than that in 2018.

(2) Cash flow equivalent ratio declinaghich primarily attributes to an increase in business activity net cash inf
the most recent five years, an increase in inventoriesreaid estate, plant, equipment and related c:;
expenditureresulting in the 2017 cash flow equivalent ratio to rise than that in 2016.

(3) Cash reinvestment ratio declines: which primarily attributes to an decrease to the 2018 business activ,
inflow, the real estate, plant, equipment increase isegré@n the last year and the distribution of cash divi

resulting in the cash flow reinvestment ratio to rise than that in 2018.

3.2.3. Liquidity analysis in the future one year

Unit : NT$ thousan

Contingency plans for
Cash and cash equivalentgdet cash flow from|Cash outflows for|Cash surplus |projected insufficient cash
beginning of period operating activitiesithe entire year  |(deficient) position

(December 31, 2018) for the entire year |f o+ -f Invesment  |Financial
plans plans

679,098 729,429 (697,744) 710,783 Not applicable

(1) Analyses of expected changes in cash flows for the year (2019) are as follows:
¢ Operating activities: Net cash provided by operating activities is expected for the future one year mainly

ds

due to

the business growth and the increase in cash collections of accounts receivables, and the net cash inflpw was

generated.

, Investing activities: Net cash used in investing activities is expected for the future one year mainly due to the

increase in long-term investments and the purchase of assets such as equipment.

f Financing activities: Net cash used in financing activities is expected for the future one year mainly due|to the

distribution of cash dividends.

(2) Contingency plans expected for projected insufficient cash position and the liquidity analysis: Not applicable.
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4. The Effect upon Financial Operations of any major capital expenditures during the
most recent fiscal year:
4.10peration condition of major capital expenditure and its capital resources in recent years: none.
4.2 Expected benefits: Not applicable

5. Investment Policy in the most recent fiscal year, Main Causes for profits or losses,

Improvement Plans and the Investment Plans for the coming year:

5.1 Shift Policies in Investment in Recent Years
Based on the requirements of expanding business and enlarge service customers, the
Group has invested and set service and dealing bases in Singapore, South Korea,
Shanghai, Wuxi, Vietnham, Malaysia and Myanmar etc, so as to establish sales and
service network and service customers in the neighborhood, and thus to improve market
share and competitiveness of the company. In 2016, the group took product
development and district development of the industry as the investment spindle and
continued expand service fields. With regional resource distribution and integrated
flexible scheduling support, the Group gave full play to the complementary synergy
effect and improved business efficiency and scale. It will keep a foothold in Asia and
become an integrated system service dealer with international reputation for
professional high-tech industry process equipments, materials and factory service
system facilities etc.
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5.2. Causes Analysis of Benefits and Losses of Shift in Investment

Unit: AThousand TWD :~
Dec. 31, 2018
Direct or : Current Term
indirect Ending (Losses)
Name of Invested - ._linvestment . Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the (Note 2) Invested
company Company
Direct Investment
Marketech Integrated |Directly invested 100% 1509 (283)|Losses in 2018were mainlyMIPL is mainly engaged in |Take timely
Pte .Ltd. subsidiary of the caused by reduadn of hireqautomation supply systems|assessment
(shortened as MIPL) |Company engineering business and plbusiness in the semiconductaccording to the
service system and the whjindustry. With the increased|market
plant turnkey project revenue {market demands in Southeastquirements and
insufficient to cope with thAsia, the company will industry
operation costs and expenjexpand agent business development.
Losses are shown, so it is lisjactively in the future and
as investment losses in currstrengthen costs and expenses
period. control. It will make a profit
instead of suffering a loss and
have balances to the parent
company's investment
benefits.
Market Go Profits Ltd. |Directly invested 100% 1070484 361791t is the holding company of |Not applicable. Take timely
(shortened as Market |subsidiary of the abroad shift investment busing assessment
Go) Company Investment losses in 2018 werne according to the
mainly caused by losses of market
indirectly invested subsidiary in requirements and
mainland. industry
development.
Headquarter Directly invested 100% 3884 (307) |1t is abroad holding and shift |With the growth demands ofTake timely
International Ltd. subsidiary of the investment business. Major  |business in mainland, it will|assessment

(shortened as
Headquarter)

Company

business is to purchase real
estate in mainland and providg
to local employees for

3n the future and have

accommodation. The benefits

source is rental income. Benefit@nefits.

expand leasing business sc

balances to the parent
company's investment

alecording to the
market

requirements and
industry

development.
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Direct or

Current Term

)

i

i

- Endin
Name of Invested _ indirect . invest?nent (LOSS?S) Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the (Note 2) Invested
company Company
in 2018 were mainly because the
rental income is sufficient to
cope with operation costs.
Tiger United Finance |Directly invested 100% 37,813 @7e)|1t is abroad holding and shift |With the growth demands ofTake timely
Ltd. subsidiary of the investment business. Major  |business in mainland, it willjassessment
(shortened as Tiger) |[Company business is to purchase real |expand leasing business scalecording to the
estate in mainland and providein the future and have market
to local employees for balances to the parent requirements ang
accommodation. The benefits [company’s investment industry
source is rental income. Lossebenefits. development.
in 2018 were mainly caused by
insufficient rental income.
MIC-Tech Global Corp|Directly invested 100% 6,607 (993)|Company business expansion|Supporting the East Asia |Take timely
(shortened as MICK) |subsidiary of the falls short of expected in 2018]market’s increasing demandassessment
Company as its operating income falls |company would continue to|according to the
short of covering the operatingdevelop new business, as it|imarket
cost and expenditure to result jexpected to achieve a requirements ang
deficit. turnaround to contribute industry
investment return to the development.
parent company.
Marketech EngineeringDirectly invested 100% 1523 13741t is the holding company of |Not applicable. Take timely
Pte. subsidiary of the abroad shift investment busing assessment
Ltd. (shortened as Company Investment gains in 2018 were according to the
MEPL) mainly caused by gains of market
indirectly invested subsidiary in requirements ang
Myanmar. industry
development.
Marketech Integrated |Directly invested 100% 355023 (3532|Because the sales expansion |Established for the increasin@ake timely
Manufacturing subsidiary of the still ongoing, our profit in 2018/ demand in Myanmar, MIMClassessment

Company Limited
(shortened as MIMC)

Company

was mainly from foreign
exchange gains.

mainly provides design,
production and assembly

according to the
market

services for equipments ang

requirements ang

)l
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Name of Invested
Company

Description

Direct or
indirect
shareholdin
ratio of the
company

Ending
investment
book amou
(Note 2)

nt

Current Term
(Losses)
Benefits of
Invested
Company

Major Caused of Benefits or
Losses

Improvement Plan

Investment Plan
in the next 1 yeal

components of automated
production machines. In the
future, MIMC will
proactively expand its
business and efficiently hold

its advantages in the market.

The scale of its production
business will gradually
expand and have the profit
increased, which will bring
benefits to the parent
company's investment.

industry
development.

[

MIC-Tech Viet Nam
Co., Ltd.
(shortened as
MIC-Tech VN)

Directly invested
subsidiary of the
Company

100%

27562

3471)

Company business expansion
falls short of expected in 2018
as its operating income falls
short of covering the operating
cost and expenditure to result
deficit.

MIC-Tech VN mainly focuse
on professional engineering
works and maintenance
service through contracts.
im the future, we also plan t¢
increase sales expansion in
cooperation with the increas
in market demand in Vietna
to effectively grasp the mark
advantage by increasing the
scales of engineering works
Thus, we expect to turn the
loss into profit to ensure the
beneficial investment return
of the parent company on u

Jake timely
assessment
according to the
market
requirements ang
industry
development.
m

D.

)

Marketech Co, Lid.
@& )

Directly invested
subsidiary of the
Company

100%

11,088

6843

Company business expansion
falls short of expected in 2018,
its operating income falls short ¢

Marketech Co., Ltd. is
amainly engaged in
nprofessional engineering

covering the operating cost and

Take timely
assessment
according to the

contracting and related

market
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Direct or

Current Term

)

)

- Endin
Name of Invested _ indirect . invest?nent (LOSS?S) Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the Invested
(Note 2)
company Company
expenditure to result in deficit. maintenance services. \Wahuirements an
the increased market demalindustry
in Vietnam, the company willdevelopment.
expand business actively and
master the advantages of
existed markets in future.
Engineering business will be
expanded gradually. It will
make a profit instead of
suffering a loss and have
balances to the parent
company's investment
benefits.
PT Marketech Intemational | Directly invested 99.92% 36,670 2622|Company business was still infPTMII mainly focuses on | Take timely
Indonesia subsidiary of the development in 2018, affectinginternational trade on assessment
(PTMI) Company its current period’s profitability |/machinery and componentsiaccording to the
mainly by bank interest receiptin the future, we also plan tomarket
and exchange gains. increase sales expansion injrequirements an(
cooperation with the increagadustry
in market demand in development.
Indonesia to effectively grasp
the market advantage by
increasing the scales of
international trade. Thus,
we expect to increase profit
ensure the beneficial
investment return of the
parent company on us.
eZoom Information, |Directly invested 100% 152947 (6,743|Company business expansion|EZoom is mainly engaged ifTake timely

Inc. (shortened as
“eZoom”)

subsidiary of the
Company

falls short of expected in 2018
as its income in computer

information and cloud

software building tenders ar
self-developed software

dssessment
according to the

business with cloud

market
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)

)

i

Direct or . Current Term
indirect Endmg (Losses) . ,
Name of Invested _ ._|linvestment ) Major Caused of Benefits or Investment Plan
Company Description shgreholdm book amount Benefits of L0SSES Improvement Plan in the next 1 yea
ratio of the (Note 2) Invested
company Company
computing and related application services. The |requirements ang
integration technology falls  |company is now in businessindustry
short of covering the operatingand human power integratigaevelopment.
cost and expenditure to result istage. It will expand
deficit. information and cloud
business. It will make a profjt
instead of suffering a loss and
have balances to the parent
company's investment
benefits.
ADAT Technology Co. |Invested company of the  3030% 13034 (18217) Company business was still inlADAT primarily operates in |Take timely
LTD. (shortened as |Company adopting equity development in 2018, resultinginformation software R&D, |assessment
“ADAT") method in operating losses. application and services, angccording to the
with said company currentlyymarket
at operations and manpowerequirements ang
integrating stage, it is activeljndustry
developing its information |development.
and Al business, and is
expected to contribute
investment gains to the parent
company.
Glory Technology Invested company of the  2924% 61,236 13881|Main benefits in 2018 were  |The company will continue |Take timely
Service Inc. (shortenedCompany adopting equity caused by actively business |developing new business toassessment
as “Glory) method expanding and effectively increase benefits. according to the
grasping the market tendency,| so market
that the business income and requirements ang
profits were all in growth industry
tendency. development.
MIC techno Co., Ltd. | Invested company of the 20% 1842 (36)|Company business expansion |Huaxuan is mainly engagedTake timely
Company adopting equity falls short of expected in 2018, gzanel equipments and assessment

method

its operating income falls short ¢

nnaterials sales. The compa

according to the

covering the operating cost and

will continue developing ney

\market
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Name of Invested
Company

Description

Direct or
indirect
shareholdin
ratio of the
company

Ending
investment
book amou
(Note 2)

nt

Current Term
(Losses)
Benefits of
Invested
Company

Major Caused of Benefits or
Losses

Improvement Plan

Investment Plan
in the next 1 yeal

expenditure to result in deficit.

business to increase beng
including development and
marketing of laminating
machine. The company will
enter into touch panel area,
and seek sales and OEM
opportunities of touch panel
materials and products. It w
improve operation
performance.

afdquirements ang
industry
development.

Marketech Ntherlands
B.V. (shortened as
MNBV)

Invested company of the
Company adopting equil
method

100%

6,339

@01

Company business was still in
development in 2018, resulting
in operating losses.

MNBYV primarily operates in
ymachinery, equipment, parts
sales and technical serviceg
with said company currently
at operations and manpowe
integrating stage, it is active
expanding its operations an
effectively seizing its markef
edge, and is expected to
achieve a turnaround, to
contribute investment gains
the parent company.

Take timely
sassessment
according to the
market
Irequirements an(
Ijndustry
dlevelopment.

)

)

Marketech Internationalnvested company of the

Sdn. Bhd.
(shortened as MISB)

Company adopting equil
method

100%

65645

6,48

=

Its 2018 profitability mainly
attributes to a steady businesg
development, buoying its
revenue and profitability
growth, and which also suffice
to cover its operating cost and
expenditure.

MISB mainly engages in the
contracting services of
automated supply systems 1
the semiconductor industry.
AVhile the demand in

South-East Asia is increasin
the Company aims to
proactively expand its
business while mastering itg

Take timely
assessment
according to the
market
requirements ang
@dustry
development.

i

advantages in current marke

—
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Direct or . Current Term
indirect Endmg (Losses) . ,
Name of Invested _ ._|linvestment ) Major Caused of Benefits or Investment Plan
Company Description shgreholdm book amount Benefits of L0SSES Improvement Plan in the next 1 yea
ratio of the Invested
(Note 2)
company Company
and the scale of its
engineering services will
gradually increased with an
expectation to turn the deficjt
into surplus profits. This
surely will bring positive
influences to the parent
company's investment.
Indirect investment
MIC-Tech Ventures  |Shift invested subsidiary 100% 10687 362521t is the holding company of |Not applicable. Take timely
Asia Pacific Inc. of SubsidiaryMarket Go abroad shift investment busing assessment
(shortened as Investment losses in 2018 werne according to the
MIC-Tech Ventures) mainly caused by losses of market
directly and indirectly invested requirements ang
subsidiary in mainland. industry
development.
Marketech Integrated |Shift invested subsidiary 9% 14,844 14688 Company business expansion|MICCis mainly engaged in |Take timely
Construction Co., Ltd. |of Subsidiary MEPL falls short of expected in 2018]mechanical and electrical |assessment

(shortened as MICC

as its operating income falls
short of covering the operating
cost and expenditure to result
deficit.

installation and other
engineering business. With
ihhe increased market demai
in Southeast Asia, he
company will expand
business actively and maste
the advantages of existed
markets in future.
Engineering business will bg
expanded gradually. It will
make a profit instead of
suffering a loss and have
balances to the parent

according to the
market
requirements ang
industry
development.

r

company's investment

i
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)

Direct or . Current Term
indirect Endmg (Losses) . ,
Name of Invested _ ._|linvestment ) Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the Invested
(Note 2)
company Company
benefits.
MIC-Tech (Wu Xi) Co.,Shift invested subsidiary 100% 3564 28697 |Company was at operational |MIT-Tech (Wu Xi) primarily (Take timely
Ltd. of Subsidiary MIC-Tech transformation and product  |operates in OEM customizegssessment
(shortened as MTW)|Ventures portfolio reshuffle in 2018, withequipment and parts according to the
revenue growth thanks to assembly, backed by market
product development, yet the |Mainland China’s overall  |requirements ang
rising staffing cost, loss on mild economic growth trendjindustry
inventory price fall it is currently actively development.
classification, and bad debt |expanding its business,
losses curtail its business including the good and
revenue from covering the slaughter industry’s rear-end
payable business cost and  |automated equipment
expenditure, resulting in deficitmanufacture, and smart
warehousing development.
While the capacity utilization
of plant gradually increases
MIT-Tech (Wu Xi) is able to
effectively reduce the adverse
impact of high depreciation
on plant machinery/
equipment, and is expected|to
achieve a turnaround in
earnings.
MIC-Tech (Shanghai) |Shift invested subsidiary 100% 351,219 25652 The profit of 2018 was primarilsMTS is mainly engaged in|Take timely
Corp. Ltd. of Subsidiary MIC-Tech generated from the income angemi-conductor production, |assessment

(shortened as MTS)

Ventures

profit of selling semiconductor
equipments and materials.

testing equipment and
supplies, power generation
boilers wholesales, import
and export agent and other
trade services. The compan

will continue developing new

according to the
market
requirements ang
industry
ylevelopment.

agent business to increase

i
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Direct or . Current Term
indirect Endmg (Losses) . ,
Name of Invested _ ._|linvestment ) Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the Invested
(Note 2)
company Company
benefits.
Fuzhou Jiwei System |Shift invested subsidiary 100% (1,016) 695|Company business expansion|FFJS is mainly engaged in |Take timely
Integrated Co., Ltd. |of Subsidiary MIC-Tech falls short of expected in 2018|clean room and power systeassessment
(shortened as FJS) |Ventures resulting in operating deficit. |equipment, piping systems |according to the
equipment installation and |market
other services. China requirements ang
mainland is promoting industry
economic reform and openimdevelopment.
up policy actively and
encouraging hi-tech industry
development continuously.
Plus the implementation of
westward expansion of
hi-industry in Taiwan, related
factory facility services
demand will be increased. I
will make a profit instead of
suffering a loss.
MIC-Tech Electroics |Shift invested subsidiary 100% 417,743 (27.348)Company business developmekliTEi mainly engages in Take timely
Engineering Corp.. of Subsidiary MIC-Tech continues in 2018, but lagging|contracting electrical and |assessment

(shortened as MTE)

Ventures

business gross profit, coupled
with rising staffing cost and
conservative bad debt estimat

stall the business gross profit tpetrol equipments and

fall short of covering the
payable business expenditure
resulting in operating deficit.

electronic engineering
construction projects, projed
mf installing chemical and

pipelines, and relevant
maintenance service. To
increase the profit, the
company will continue to
expand its businesses
including gas engineering,

according to the
tmarket
requirements ang
industry
development.

electrical engineering,

)

i
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Direct or . Current Term
indirect Endmg (Losses) . ,
Name of Invested _ ._|linvestment ) Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the Invested
(Note 2)
company Company
production base expansion
and purification engineering
for biopharmaceutical
industry in mainlander China,
clean room and
air-conditioning installation,
and factory affairs system
engineering for the
semiconductor industry. It is
expected the Company will
have its deficit turned into
profits.
MIC-Tech China Shift invested subsidiary 100% 185249 (7,308 Our company’s sales and SMCT is mainly engaged in impofiake timely
Trading (Shanghai) Cqof Subsidiary MIC-Tech industry expansion in 2018 wagnd export business of chemical| assessment
Ltd.. Ventures not up to expectation and the |products, semiconductors, testingaccording to the
(shortened as MCT) loss was as a result of a equipment, and solar energy  |market
decrease in sales income and |equipment, etc. The company wilkequirements anc
gross profit. integrated market demand and riiaglustry
increase benefits. development.
SKMIC (WuXi) Corp. |Shift invested subsidiary 4% 60 (204)|Company still reports deficit in|SKMIC mainly engages in th Take timely
(shortened as SKMI@f Subsidiary MIC-Tech 2018, primarily stems from design, installation and assessment
Ventures company operations still in an [maintenance of equipmentsjaccording to the
adjustment stage, preventing itdesigned for semiconductingnarket
revenue and profitability yet tojcomponents and crystals, |requirements ang
manifest. equipments designed for  |industry

electronic components, and
environmental pollution
prevention equipments. It is
therefore expected that the
growth of semiconductor
industry will help to increase

development.

the Company's profit.

i
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Direct or . Current Term
indirect Endmg (Losses) . ,
Name of Invested _ ._|linvestment ) Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the Invested
(Note 2)
company Company
Russky H.K. Limited |Shift invested subsidiary| 100% (102% 4156|It is the holding company of  [Not applicable. Take timely
(shortened as Russkyf Subsidiary MIC-Tech abroad shift investment assessment
Ventures business. Investment losses in according to the
2018 were mainly caused by market
losses of indirectly invested requirements and
subsidiary in mainland. industry
development.
Shanghai Puritic co., |Shift invested subsidiary 8% (12640 2424/ The profit gained in 2018 was |[SPC is mainly engaged in |Take timely
Ltd.. of Subsidiary Russky mainly due to our company’'s |waste barrel recyclingin  |assessment
(shortened as SPC) active expansion of sales to [semiconductor manufacturingccording to the
effectively take advantage of tiiadustry, piping systems andmarket
market trend so that our related equipment repair anglequirements an(
operating income and profit |installation services. China |industry
display a growing trend. mainland is promoting development.
economic reform and opening
up policy actively and
encouraging hi-tech industry
development continuously.
Plus the implementation of
westward expansion of
hi-industry in Taiwan, related
factory facility services
demand will be increased. I
will increase benefits.
Chen Gao M&E Shift invested subsidiary 100% (583 2056/ Company business expansion|CMES is mainly engaged in|Take timely

Engineering (Shanghal
Co., Ltd.
(shortened as CMES

Iof Subsidiary Russky

)

falls short of expected in 2018
resulting in operating deficit.

electronics products and
project engineering design,
related technology,
management, consulting an
other service of display

project engineering design odssessment

according to the
market
requirements ang
@ghdustry
development.

devices. China mainland tak

)
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Direct or . Current Term
indirect Endmg (Losses) . ,
Name of Invested _ ._|linvestment ) Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the Invested
(Note 2)
company Company
expanding domestic demangd
as economic development
target. Along with production
expansion and continuous
construction of all industries,
associated electrical and
mechanical design and proj
bidding markets still have
increasing demands. It will
make a profit instead of
suffering a loss.
Leader Fotne Enterp | Shift invested subsidiary  3143% 4633 (@8455) It is the holding company of  |Not applicable. Take timely
Co, Ld. of Subsidiary Russky abroad shift investment assessment
(Shortened as Leader) business. Investment losses i according to the
2018 were mainly caused by the market
deficit of indirectly invested requirements ang
subsidiary in mainland.. industry
development.
Macrotec Technology |Invested company of 3143% 4642 (28434) Company still reports deficit in|JMis main engaged in back|Take timely
(Shanghai) Co., Ltd. |SubsidiaryLeaderadoptit 2018, primarily stems from plane agent and sales businassessment
(shortened as JM) |equity method company operations still in an |and expands development ¢according to the
adjustment stage, preventing itood equipment agents, grouparket
revenue and profitability yet to|purchase business, channelrequirements ang
manifest. sales and Internet industry
transactions. With increaseddevelopment.
demands of green industry, it
will make a profit instead of
suffering a loss.
Frontken MIC Co., Invested company of 100% 5414 (110)|1t is the holding company of |Not applicable. Take timely
Limited SubsidiaryMIC-Tech abroad shift investment assessment

(shortened as

Ventures adopting equity

business. Investment losses ir

according to the

)

i
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)

)

)

pir_ect or Ending Current Term
Name of Invested _ indirect ._|linvestment (LOSS?S) Major Caused of Benefits or Investment Plan
Company Description shgreholdm book amount Benefits of L0SSES Improvement Plan in the next 1 yea
ratio of the (Note 2) Invested
company Company
Frontken MIC) method 2018 were mainly caused by the market
deficit of indirectly invested requirements ang
subsidiary in mainland.. industry
development.
Frontken-MIC (WuXi) |Invested company of 100% 5393 (1109|Company still reports deficit in|Forken-MIC is mainly Take timely
Co., Ltd. SubsidiaryFrontken 2018, primarily stems from engaged in semiconductor |assessment
(shortened as MICadopting equity company operations still in an ([device and equipment according to the
Forken-MIC) method adjustment stage, preventing itsleaning. It will continue market
revenue and profitability have |expanding business and  |requirements ang
yet to manifest. control cost strictly, and will |industry
make a profit instead of development.
suffering a loss.
MICT International Invested company of 60% 63213 (10126 It is the holding company of  |Not applicable. Take timely
Limited SubsidiaryMIC-Tech abroad shift investment assessment
(shortened as MICT)|Ventures adopting equity business. Investment losses in according to the
method 2018 were mainly caused by the market
deficit of indirectly invested requirements ang
subsidiary in mainland.. industry
development.
Integrated Invested company of 6% 25571 (10154) Company still reports deficit in|IMSis mainly engaged in | Take timely
Manufacturing & SubsidiaryRuixuan 2018, primarily stems from  |semiconductors, flat panel |assessment

Services Co., Ltd.
(shortened as

IMS)

adopting equity method

company operations still in an
adjustment stage, preventing i
revenue and profitability have
yet to manifest.

industry, solar and LED
mdustries. It uses

niche products with a small
variety and high added valu
as Market Segment. It will
make a profit instead of

suffering a loss in future.

differentiation technology ar

according to the
market
requirements ang
industry
Eevelopment.

i
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Direct or : Current Term
indirect Ending (Losses)
Name of Invested _ ._|linvestment ) Major Caused of Benefits or Investment Plan
Description shareholdin Benefits of Improvement Plan :
Company : book amount Losses in the next 1 yeal
ratio of the Invested
(Note 2)
company Company
PT Marketech Intemational | Invested company of Subsidiaty ~ 0.08% 3 2622|Company operation still in PTMII mainly focuses on  |Take timely
Indonesia development in 2018, while itginternational trade on assessment

(shortened as PTMI)

Russkys adopting equity methpd

current period’s profitability is
affected mainly by bank intere
receipt and exchange gains.

machinery and components
d9h the future, we also plan tc
increase sales expansion in
cooperation with the increas
in market demand in
Indonesia to effectively grag
the market advantage by
increasing the scales of
international trade. Thus,
we expect to increase profit
ensure the beneficial
investment return of the
parent company on us.

laccording to the
market
requirements ang
adustry
development.

p

)

Note 1: The table discloses subsidiaries directly and indirectly invested by the Company and information of invested company of the Company or subsidiaries using equity method by the end of December 31, 2018.
Note 2: It is the investment boo amount by the end of December 31, 2018
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6.Analysis of Risk Mangement
6.1 By the latest annual report and the publish date of the annual report this year, the impact of the
interest rate, exchange rate changes and inflation on our company and future response measures.

6.1.1 The interest rate risk of our group is mainly from bank loans and loans at floating rates which
may cause interest rate risk for cash flow. We regularly assess interest rate for bank loan, and
closely contact with banks for more favorable borrowing rates in order to lower the impact of
interest rate change on the company. And in the future, we will review and consider the
amount and cost of a variety of funding sources for raising the necessary funds.

6.1.2 As we operate internationally, the relevant currency risk is mainly from future commercial
transactions, recognized assets and liabilities and net investments on foreign organizations.
Our group’s procurement personnel shall refer to the recent currency trend for the abroad
suppliers’ quotes to avoid increasing procurement cost due to currency fluctuation. The
finance department should occasionally collect exchange rate information for references with
exchange rate changes, so the purchase payment shall depend on the level of exchange rate to
be paid by our foreign currency cash like U.S. dollars or by our foreign currency deposits
account, with offset effect of foreign currency income and expense which the exchange rate
changes may cause a certain hedge effect, in order to reduce the harmful impact on the
company due to the exchange rate changes.

6.1.3 Our Group pays attention to the inflation all the time: our quotation for import and sales
activities and service transactions is based on the market price in order to reduce influences
caused by the inflation.

6.1.4 Our group has established appropriate risk management mechanisms, and will continue to
monitor changes in interest rate, exchange rate and inflation, in order to avoid any harmful
influence on company profit and loss account caused by the aforesaid situations.

6.2 By the latest annual report and the publish date of the annual report this year, the main reasons
and future response measures for policy profits or losses of the engaged in high-risk and highly
leveraged investments, capital lending to others, endorsement and derivatives financial
commodity transactions.

6.2.1 Engaging in high-risk and highly leveraged investments and derivatives financial commodity
transactions:
We focus upon our business operations, and for ensuring safety of assets, we do not engage
in high-risk and highly leveraged investments and derivatives financial commodity
transactions. And we shall take more robust fixed time deposits or risk-free bond funds for
free capital flows to prevent losses.

6.2.2 Capital lending to others:
By the latest annual report and the publish date of the annual report this year, the capital
lending to others we engaged in is mainly the short-term financing for working capital needs
within company's subsidiaries, which should be operated in accordance with “Operation
Procedures for Capital Lending to Others” and the relevant regulations and laws, and the
amount of capital lending does not exceed the limit.

6.2.3 Endorsement
In recent years and up to the printing of the annual report, the endorsement guarantees
provided by the Group include: the Company’s bank financing guarantee to its subsidiaries
and joint guarantee asqured by subsidiaries’ construction performance bond; and joint
guarantee signed among subsidiaries due to engineering contracting bonds. And such
endorsements operation shall be complied with the “Endorsement Operation Procedure” and
the relevant regulations and laws, and the amount of endorsements does not exceed the limit.

6.3 The future R&D Plan and estimated R&D cost of the latest year and by the annual report’s
publish date.
6.3.1 The future R&D plan
Our company’s research and development team has integration capability of high-tech
process, automatic control and precision machinery technology in developing high-tech
system equipment, which has achieved superb results. Some key technologies are briefly
described as below:
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The Latest Annual R&D Plan

Process
Technology

Automatic Control

Precision Machinery

Digital X-ray flat panel sensor

Comply with the safety
process of free radiation
protection

Medical radiation camera
equipment, Aging test
equipment

Automatic replacement of

Factory system

Production

Mechanical arm,

chemical tank slots
by robotic arm
Electronic signal processor

automation Mechanical vision

Manufacturing Signal processing Digital and analog signal
conversion

Optical lens

LED wafer reflectance
measurement technology

Precision
measurement

PSS process

6.3.2 The estimated R&D cost:

Current Further required| Expected Mass Key Factors Influencing
The Latest Annual R&D Plan progress | R&D Cost Production Start Time | Success of Future R&D
Digital X-ray flat panel sensor Product requirements request
for stability, software
90% NT$ 3 million 2019 development in line with
market preferences and
manufacturing costs
Automatic replacement of Speed and accuracy of
chemical tank slots 80% NT$ 0.5 million 2019 P - y
. system operation
by robotic arm
Electronic signal processor Product yield, speed of signal
95% NTS - 2019 collection and manufacturing
cost
LED wafer reflectance 50% NT$ 1 million } Detect ijO.duCt the accuracy
measurement technology of reflectivity speed

6.4 By the latest annual report and the publish date of the annual report this year, the impact of
important domestic and international policy and legislation changes on the company's financial
operations and response measures.

Recent domestic and foreign policy and legislation changes have no obvious effects on our
current operations. We will closely monitor the important domestic and foreign policy and
legislation changes, and under the quickest condition, assist in the company's internal
transformation and change to enhance the overall operation capacity.

6.5 The impact of technological and industry changes on the company's finances and the response
measures for the most recent year and the latest annual report:

The company has dedicated staff that collects the latest industry dynamics and market
information. With a strong management team and experienced and excellent professionals, the
company has rich experience in market development, customer relationship management,
marketing and adaptiveness to industry changes, allowing itself to flexibly react to market
dynamics, customer demand, technological development and supply and demand. The
company also actively integrates and introduces advanced products and technology in the role
of a supplier and a marketer, instantly and consistently delivers products and the supporting
services of applications. Overall, technological change can bring more opportunities to the
company's business development.

As the market development has gradually shifted to Asia, and with the globalization strategy
and the establishment of oversea operations of the technology industry in general, the company
establishes offices in China (Shanghai, Wuxi and others), Singapore, Malaysia, Vietham,
Myanmar, Indonesia and Korea to expand its business and serve more clients. In response to
technological development, the company provides international sales of advanced technology,
high-tech equipments and materials to reduce the communication barrier.

The company will make good use of technological and industry changes to enhance its business
management capacity and reduce cost to improve the overall competitiveness.

6.6 The impact of image change on the company's risk management and the response measures for
the most recent year and the latest annual report:

The corporate image has always been about modesty and stability. The company also operates
honestly and maintains the shareholders' best interests for the company philosophy. In
addition to improving business growth, the company also strives for transparency and enhances
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the relationship with shareholders and various investment institutions. If the media or the

outside parties have any questions, the company maintains its openness and transparency and

quickly offers explanation to achieve active communication.

6.7 The expected benefits, possible risk and the response measures of acquisitions of the most recent
year and the latest annual report: None.

6.8 The expected benefits, possible risk and the response measures of plant expansion of the most
recent year and the latest annual report:

6.8.1 The group has newly added of its Tainan Science-based Industrial Park Il plant in the
current year in response of a productivity expansion for maintaining a high shipping
demand and resolving production area deficiency, which is conducive in excelling the
group’s operational development and overall compatibility.

6.8.2 The group has added a new Myanmar plant for making an inroad into the ASEAN market,
by which to instill a competitive edge in the Southeast Asia market, and to support the
group’s existing development in ASEAN countries and venturing into other markets,
which is conducive in excelling the group’s market expansion.

6.9 The risks and the response measures of purchase and sales of the most recent year and the latest
annual report:

1. Risks and the response measures for purchase: None.
2. Risks and the response measures for sales: None.

6.10 The impact and the risks of directors, supervisors and major shareholders with more than ten
percent of the equity and the transfer or change of equity in large volume and the response
measures for the most recent year and the latest annual report:

The directors of the Company and the majority shareholder holding more than 10% of the

shares on May 2018, which had transferred of equit in large volume because of acquisition by

Ennoconn International Investment Co., Ltd.. The directors and management team of the

Company have not changed till the latest annual report, and the above transfer of equity has no

significant impact on the operation of the company.

6.11 The impact and risks of changes in right to operate and the response measures for the most
recent year and the latest annual report:

Ennoconn International Investment Co., Ltd. publicly acquired more than 40% of the

company's common shares on May, 2018. It has substantial control over the company, so the

company is listed as its subsidiary. The ultimate parent company of the company is Ennoconn

International Investment Co., Ltd. Due to the joining operation of Ennoconn International

Investment Co., Ltd., the company will expand more new business areas and have a positive

impact on the company's future business development. Its comprehensive effect will be

reflected in the future development of business cooperation. The acquisition of the above equity
shares shall have a beneficial impact on the important matters affecting shareholders' equity,
such as the operation or business of the Company.

6.12 For the most recent year and the latest annual report, any litigation and non-litigation cases of
the company, directors, supervisors, general manager, person in charge, major shareholders with
more than ten percent of the equity and the subsidiaries should be clearly listed. For the results
that can potentially present huge impact to the rights of shareholders and share price, the dispute,
money, lawsuits starting date and the major parties to the suit should be disclosed:None

6.13 Other major risks and the response measures of the most recent year and the latest annual
report:None

7.0ther Important Matters: None.
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Part 8. Special Disclosures
1.Information related to the Company’s Affiliates
1.1 Consolidated report on subsidiaries
1.1.1. Organization profile of subsidiaries
(1) Organizational chart of subsidiaries
2018.12.31

NERGERERGARAT

100% 1100% 1 100% lmo% & 99.92% & 100% + 100% lmo% Lo.w% & 100% §100%
Marketech Marketech MIC-Tech " L+
Integrated Co., Ltd. Viet Nam b #
Pte. Ltd. Co., Ltd. " B
S i i3
.3 '3
fir 7
#H #H
m 12
2 B
H H
p 100% 4 60% "100%
BEE Frontken MIC
AIAE Co. Lumited
J100% & 100% & 100% & 100% 100% & 100% 4 9% d 100% 4 100%
TRHTERR AL N v L S S BRSNS AR S R T LEasRsaET SEnERT fERMEET WIS SESRATHE R
FEHRAT HETRAMATE (EHEmAT HmAE EREmanE ERErAmATE PHEEMAE FHEAmRAE FHEARmAE. FHEARAE

the Company Law: None.
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(2) Controlled company and affiliation under the presumption of Article 369-3 of the Company Law: None.
(3) Affiliation with personnel, finances or business operations directly or indirectly controlled by the company under the second item of Article 369-2




1.1.2. Basic information of subsidiaries

Company Name

Date of establishment

Address

Paid in capital

Original currency

NTD (in thousands)

Main businesses or production

0]

ial

.
b and

0]

hts

Marketech Integrated Pte. Ltd. Jul. 10, 1997 86 KakKi Bukit Industrial Terrace, Singapore SGD 9,235,678 207,618 Han_dles the bu_smess of automated supply system in tl
41616¢ semiconductor indust
Market Go Profits Ltd. Dec. 20, 2000 P.O. Box 957 Offshore ."?COfP.Off"‘“O”S Centre, USD 39,569,104 1,215,365 Engaged in holdings and reinvestment
Road Town, Tortola, British Virgin Islands
Headquarter International Ltd. Dec. 10, 2002 P.O. Box 957 Offshore Incorporations Centre, ygp 1,289,367 39.603 Engaged in holdings and reinvestment
Road Town, Tortola, British Virgin Islan
Tiger United Finance Ltd. Oct. 9, 2002 P.O. Box 957 Offshore Incorporations Centre, ygp 1,410,367 43,319 Engaged in holdings and reinvestment
Road Town, Tortola, British Virgin Islan
RMQlB,HyUndal Office Bldg,9-4,Sunae ARW 657.800.000 18.254
MIC-Tech Global Corp. Oct. 18, 2004 1-dong,Bundang-gu,Seongnam-si, T ' General international trade
Gyeongg-do,Koret
MIC-Tech Viet Nam Co., Ltd. Jan. 22, 2010 7F, No 36, I_-|o§1ng Cau ;tre_et, O Cho Dua USD 1,300,000 39,930 Tradlr_\g, mstallgnon and malntena_nce of various indust
Dong Da District,Ha Noi City, Vietham machinery, equipments and supplies
Construction contracting and the related repair busineq
usD 1,500,000 46,073 : ; -
Marketech Co., Ltd. Jun 13, 2001 No72, Le.Thf"‘”h Ton .Stfeet ! _Ben _Nghe Sale and maintance of machine tools, sale of cosmetic
Ward , 1 District .Ho Chi Minh City, Viet Nam . -
daily necessitie
MIC-Tech Ventures Asia Pacific Inc. Feb. 1, 2001 Huntlaw Building, P.O. Box 2804, George USD 39,466,604 1,212,217 Engaged in holdings and reinvestment
Town, Grand Cayman, Cayman Islands
. 36-02, Bilik 2, Jalan Molek 1/10Taman MYR 12,242,750 87,070 Handles the business of automated supply system in tl
Marketech Interational Sdn. Bhd. Feb. 10, 2009 Molek, 81400 Johor Bahru Johor, Malaysia semiconductor industry
Russky H.K. Limited Dec .17, 1992 Rm 1401, The Centre Mark, 287-299 Queep's ygp 833,000 25,586 Engaged in holdings and reinvestment
Road Central, Hong Kot
Marketech Engineering Pte. Ltd. Nov. 28, 2013 86 Kaki Bukit Industrial Terrace Singapore SGD 421,087 0,466 Handles _rnechar_ucal and electrical installation and
41616t engineering business
Marketech Integrated Construction C Mar. 19, 2014 67/A, Htan Tapin Street, Kamayut Townshig, ;gp 300,000 9,215 Handles _rnecharjical and electrical installation and
Ltd. Yangor engineering business
Marketech Integrated Manufacturing |Mar. 19, 2015 Lot No. B12, Tailawa Special Economic Zdne ysp  14.000.000 430.010 Design, production and assembly services for equipme]
Company Limite A, Yangon Region, Myanm D ' and components of automated production mact
. | VIP Chamber#2, Wisma GKBI Lt. 39 J1. Jeipd. USD 1,200,000 36,858 . . .
PT. Marketech International Indonesig  Oct. 18, 2016 Sudirman No. 28, Jakarta Pusat, Indonesia Trading machinery and equipment
Marketech Netherlands B.V. Luchthavenweg 81,8657 E EUR 300,000 10560  |Machinery, equipment, parts and rela
Jun.30.2017 Eindhoven ’ ’ international trade operation and technical
service:
Shanghai Puritic Co., Ltd Apr. 21, 1998 1F, Building A, No. 1281, Jin Hu Road, usD 600,000 18,429 Design, installation, adjustment and technical services

Pudong, Shanghai

scrubber regeneration , pipeline system and relevant
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Company Name Date of establishment

Address

Paid in capital

Original currency

NTD (in thousands)

Main businesses or production

facilities used in the semiconductor industry; maintena
of equipments used in the semiconductor industry; tecli
advices for electronic and medical facilities; wholesale
commission-based agent, exp import and related supp

services for electronic products, mechanical equipmentgs,

chemical products, communication equipments, metal
products and plastic produc

Chen Gao M&E Engineering (Shanghq._i)eb 2 2008
Co., Ltd. e

25th Floor, No. 1, Lane 1040, Caoyang Rod
Shanghai (Note 4)

e

usD

200,000

6,143

Microelectronics and display product design and
consultation of the related technologies and managem

nt

MIC-Tech (Shanghai) Co. Ltd. May 24, 2001

2F, Building A, No. 1281, Jin Hu Road,
Pudong, Shanghai

usD

8,241,000

253,122

Semiconductor production, testing equipment and sup
wholesale of power generation boiler, commission age
import and export and other related business, boiler
warehousing and distribution. international trade, entre
trade, bonded area trade and agency, business adviso
services

lies,
ts,

bot
y

Fuzhou Jiwei System Integratedy Co.

Ltd. Feb. 27, 2003

Room 510, No. 120, Cangshan Science anc
Technology Park, Fuzhou, Fujian Province

usD

300,000

9,215

Cleanroom and power system, pipeline system installa
and related services.

ion

MIC-Tech Electronics Engineering

Jun 30, 2003
Corp.

1F, Building A, No. 1281, Jin Hu Road,
Pudong, Shanghai

usD

17,619,000

541,168

Mechanical and electrical installation general contracti
and sub-contracting, electronic engineering sabtracting|
petrochemical pipeline installation sebntracting, pipelin
sub-contracting and provide maintenance service at th
of project, related engineering consultation serv

«Q

end

MIC-Tech (WuXi) Co., Ltd. May 16, 2001

No. 11, Xin Xi Road, Wuxi High-Tech
Industrial Development Zone, Jiangsu
Province

usD

25,500,000

783,233

Mechanical and electrical installation construction
engineering construction, chemical oil construction
engineering construction, municipal public construction
construction construction, construction decoration
decoration construction engineering construction,
construction intelligent construction engineering
professional construction, electronic construction
engineering professional construction, and related tech
services and technical consultation. Construction
equipment, building materials, electronic products,
chemical products, metal products, electrical equipmery
communication equipment wholesale, commission age|
and import and export, and provide related supporting
service

hical

=
-

S

SKMIC (WuXi) Corp. Jul 4, 2006

Room 208, 2nd Floor, No. 87-A, Wuxi
High-Tech Industrial Development Zone,
Jiangsu Province

usD

305,000

9,368

Wholesaler, commission-based agent, export, import a
related support services for equipments designed for th
installation and maintenance of semiconducting
components and crystals, equipments designed for
electronic components, chemical products for

environmental protection and pollution prevent
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Company Name

Date of establishment

Address

Paid in capital

Original currency

NTD (in thousands)

Main businesses or production

equipments, semiconductors, examination equipments
supplies, solar energy equipments supplies, furnace fo
power generation; international trade, entrepot trading,

land

Taipei

provisioning and equipment sales

trading and trading agent services for enterprises withifg the
region; and trading related consultatic
UsD 1.500.000 46.073 Petrochemical products (except hazardous chemicals,
B ' precursor chemicals and specialty chemicals),
MIC-Tech China Trading (Shanghai ) Room 517, No. 8 Huajin Road, Shanghai Wai semlconductors, testing equipments and supplies, SO.Ia
Mar 21, 2013 ; equipment and supplies, wholesale of power generatiop
Co., Ltd. Gao Qiao Free Trade Zone . s -
boilers, commission agents, import and export and oth¢r
related services, international trade, entrepot trade, tragle
and agent within the bonded area, tiadvisory service
MICT International Limited Dec. 14, 2007 1004., AXA Centre, 151 Gloucester Road, UsD 9.000.000 276.435 Engaged in holdings and reinvestment
Wanchai, Hong Kong. B '
Integrated Manufacturing & Services |Oct. 22, 2008 Huolong Industry Park, Sijia Town, Haimen, UsD 5.000.000 153.575 To develop and produce equipments specially designegl for
Co., Ltd. Nantong, Jiangsu, China (No. 60, Sizu, B ' the production of solar energy battery; key componentq of
Liantong Village) large screen color projection displays such as optical
engines, light sources, projection screens, high resoluton
projection tubes and LCOS modules; new electronic
componets; and cleaning and regeneration serv
Frontken MIC Co.,Limited Dec. 28, 2007 Room 1006, 10/F ., 299QRC, 287-299 Queen'gjgp 2.337.608 71.800 Engaged in holdings and reinvestment
Road Central, Hong Kong B '
Frontken MIC (WuXi) Co. Ltd Oct. 31, 2008 No. 11, Xinxi Road, Wuxi National USD 2.308.000 70.890 To clean equipments specialized for semiconductor
High-Technology Industrial Development B ' components and integrated circuit. To clean parts and
Zone, Jiansu wafers of specific components, integrated circuits and
micro-components of semiconductor devices. To develpp
semiconductor cleaning technolc
eZoom Information, Inc. Nov. 20, 1996 6|_:-3_, No. 32 Yuanqu Street, Nangang NTD 200,000,000 200,000 Research_ and qevelopment, buying and selling and
District, Taipei consultation of information system software and hardwgre
..l NTD 66,000,000 66,000 Software research and development, applic
ADAT Technology Co., LTD. Oct. 19, 2017 6F, No. 3-2, Yuanqu Street, Nangang Distrigt, and services; electronic information

Note 1: All affiliated companies should be disclosed regardless of size.
Note 2: For all affiliated companies that have factories and the sales revenue exceeds ten percent of the mother company, the names, founding dates, address and the main products should be listed.

Note 3: If the affiliated companies are foreign, the names and addresses can be presented in English.

conversion rate.

Note 4: The address is the actual business address.
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1.1.3.Shareholders in commonand Its Subsidiaries with Deemed Control and Subordination:
Unit: NTD in thousands; shares: %

Presumed Name Shareholding (NOtDate of L .. |IMain areas of
2) . AddressPaid in Capitg| .

reasons (Note 1) —lestablishment usiness
SharegShare ratios

Not applicable

Note 1: Fill in the corporate name if the corporate shareholder is the same. Fill in the individual name if the individual shareholder is the
same. For individual shareholders, only fill in the presumed reasons, name and the shares in holding.
Note 2: Fill in the shareholding information of the shareholder in the controlling company.

1.1.4. Businesses covered by the overall affiliation
(1) Industries covered by the company and the subsidiaries
(2.1)Semiconductor (including mask, wafer fabrication, packaging and testing),
optoelectronics (color filter, TFT-LCD, LTPS TFT LCD, polarizer, LED, OLED,
GaAs), solar power industries and others (SAW filter, biotechnology and MEMS)
and their pipeline construction and turnkey project contracting.
(1.2) Electronics, circuits and construction pipeline businesses
(1.3)General investment
(1.4) Trading of chemical products and materials
(1.5) Sales and installation of boilers and equipments
(1.6) Research and development and manufacturing of customized equipments
(2) Business dealings and division of labor between the subsidiaries:
The company and its subsidiaries that it deals business with are involved in high-technology
products related sales agent activities and services, factory affairs, production and system
integration services and equipment production. The companies have adopted division of
work based on their specialization in terms of their cooperation: The Company is
responsible for the expansion of domestic and foreign market and related services as well as
the overall operational planning, control, execution and technical instructions for its
subsidiaries; eZoon aims to build ICT and cloud computation integrated technology as its
core competitiveness, integrate the Group business and sources, and collaborate with the
Group to conduct a comprehensive marketing in order to maximize the overall effectiveness
and to expand business opportunity. Marketech Integrated Pte. Ltd., Marketech
International Sdn. Bhd., Mic-Tech Viet Nam Co., Ltd., Hoa Phong Marketech Co., Ltd.,
Marketech Intergrated Construction Co., Ltd. and Marketech Integrated Manufacturing
Company Limited are responsible not only for developing the South-East Asia market, but
also for constructing pipelines required for Semiconductor and general industry customers
in Mainlander China to expand their production capacity and the production, installation
and maintenance of equipments. Besides, they also support the engineering of factory affair
systems required for customers in the Greater China region to build plants. MIC-Tech
(Shanghai) Co. Ltd., Wuxi Qihua Electronic Technology Co., Ltd., Wuxi Hanhua Electronic
Technology Co., Ltd., Shanghai Puritic Co., Ltd., Shanghai Jiwei Electronic System
Engineering Co., Ltd., Fuzhou Jiwei System Technology Co., Ltd., Shanghai Sheng Kao
Mechanical and Electrical Engineering Design Co., Ltd., TPP-MIC (Wuxi) Co., Ltd.,
Integrated Manufacturing & Services Co., Ltd. , Frontken MIC Co. Limited and Shanghai
Fan-Ya Trade Co., Ltd. are responsible for expanding the market of the Greater China
region. These companies are specialized in fields of sales agent activities, equipment
production, installation and maintenance, and factory affair system engineering for
chemicals used to satisfy the domestic market of the Greater China. To respond to the
demand of Korea’s semiconductor and TFT industries, MIC-Tech Global Corp. is appointed
to expand the East Asia market. The parent company and the subsidiaries provide
complementary synergy through distribution of regional resources and the integrated
support.
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1.1.5. Information of directors, supervisors and general manager of all subsidiaries

Unit: Doller; shares®

Title Shareholding (Note 2 and 3)
Company Name Name or representative  |Number of shares or |oharehol
(Note 1) . Lo ding
capital contributions .
ratios
Marketech Integrated Pte. Ltd. Corporate representatives
Chairman  |Kao Hsin-Ming SGD9,235,67B 100
Director Scott Lin
Director Seetoh Qi Ying
Market Go Profits Ltd. Corporate representatives
Director Kao Hsin-Ming uUsD38,369,104 1009
Director Scott Lin
Headquarter International Ltd. Corporate representatives
Director Kao Hsin-Ming USD1,289,36 1009
Director Scott Lin
Tiger United Finance Ltd. Corporate representatives
Director Kao Hsin-Ming USD1,410,36 1009
Director Scott Lin
MIC-Tech Global Corj Corporate representaes
Director Kao Hsin-Ming
Director Scott Lin
Director Pu Zhen-Hao KRW657,800,000 1009
Supervisor |Li Yi-Jung
General Pu Zhen-Hao
Manager
MIC-Tech Viet Nam Co.,Ltd. Corporate representatives
General Kao Hsin-Ming USD 1,300,00D 1009
manager
Marketech Co., Ltd. Corporate representatives
General Kao Hsin-Ming USD 1,500,000 1009
manager
Marketech Engineering Pte.Ltd. Corporate representatives
Director Kao Hsin-Ming
Director Scott Lin SGbazl08f - 1009
Director Seetoh OiYing
Marketech Integrated Corporate representatives
Manufacturing Company Limited | Director |Kao Hsin-Ming USD14,000,000 1009
Director Scott Lin
MIC-Tech Ventures Asia Pacific Subsidiary-
Inc. Market Go Profits Ltd.
Corporate representatives USD39,466,604 1009
Director Kao Hsin-Ming
Director Scott Lin
Marketech Integrated Constructign Subsidiary-
Co., Ltd. Marketech Enginnering
Pte.Ltd. USD285,000  95%

Director
Director

Corporate representatives
Kao Hsin-Ming
Scott Lin
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Title Shareholding (Note 2 and 3)
Company Name Name or representative  |Number of shares or |oharehol
(Note 1) . Lo ding
capital contributions .
ratios
Marketech International Sdn.Bhd Corporate representatives
Director Kao Hsin-Ming
Director Scott Lin
Director Subsidiary-
Marketech Integrated Pte L{d. MYR12.242,750 1009
Corporate representative
Director Ma Kuo-peng
Individual representative
Director Mohd Salleh Bin Mohamad
Director Siti Zaleha Binti Mohd Salin
Russky H.K. Limited Subsidiary-
MIC-Tech Ventures Asia
Pacific Inc. Corporate USD833,000
. . 1009
Director representatives
Director Kao Hsin-Ming
Scott Lin
Frontken MIC Co. Limite Subsidiar
MIC-Tech Ventures Asia
Pacific Inc. USD1,013,20D
, 1009
Corporate representatives
Director Kao Hsin-Ming
Director Scott Lin
PT Marketech International Corporate representatives
Indonesia Director Kao Hsin-Ming USD 1,200,00p 1009
supervisor [Scott Lin
Marketech Netherlands B Corporate representati\
Director Kao Hsin-Ming EUR 300,000
Director Scott Lin 100°
Director Ma Kuo-peng
Shanghai Puritic Co., Ltd Subsidiary-
Russky H.K. Limited
corporate representatives
Chairman  |Kao Hsin-Ming
Director Ma Kuo-peng
Director - \Scott Lin USD803,000  87%
Supervisor |Li Yi-Jung
Manager Kao Hsin-Ming
Corporate representatives
from other firms
Director Shouhei Fukaya
Director Osamu Watanabe
Chen Gao M&E Engineering Subsidiary-
(Shanghai) Co., Ltd. Russky H.K. Limited
Chairman |corporate representatives
Director Li Yi-Jung UsSD200,000 1009
Director Kao Hsin-Ming
Director Scott Lin
Supervisor |Li De-Qing
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Title Shareholding (Note 2 and 3)
Company Name Name or representative  |Number of shares or |oharehol
(Note 1) . Lo ding
capital contributions .
ratios
MIC-Tech (Shanghai) Corp. Ltd. Subsidiary-
MIC-Tech Ventures Asia
Pacific Inc. corporate
representative
Chairman  |Kao Hsin-Ming USD 8,241,000 ;00
Director Scott Lin
Director Ma Kuo-peng
General Kao Hsin-Ming
manager
Fuzhou Jiwei System Integrated Subsidiary-
Co., Ltd. MIC-Tech Ventures Asia
Pacific Inc.corporate
representatives
Chairman  |Kao Hsin-Ming USD300,000 1009
Director Ma Kuo-peng
Director Scott Lin
General Kao Hsin-Ming
manager
MIC-Tech Electronics Engineering Subsidiary-
Corp. MIC-Tech Ventures Asia
Pacific Inc corporate
Chairman |reéPresentatives USD 17,619,000 ;400
Director Kao Hsin-Ming
. Ma Kuo-peng
Director X
Supervisor Scott Lin
Li Yi-Jung
MIC-Tech(WuXi) Co., Ltd. Subsidiary-
MIC-Tech Ventures Asia
Pacific Inc corporate
representatives
Chairman  |Kao Hsin-Ming
Director Ma Kuo-peng USD25,500,000 1009
Director Scott Lin
Supervisor |Li Yi-Jung
General Kao Hsin-Ming
manager
SKMIC (WuXi) CORP. Subsidiary-
MIC-Tech Ventures Asia
Pacific Inc. corporate
representatives
Director Kao Hsin-Ming
Director Scott Lin USD149,450
. 49%
Supervisor |Song Dong-Xuan
corporate representatives
from other firms
Chairman  |Jin Ren-Shou
Director Shen Yingfu
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Title Shareholding (Note 2 and 3)
Company Name Name or representative  |Number of shares or |oharehol
(Note 1) . Lo ding
capital contributions ;
ratios
MIC-Tech China Trading Subsidiary
(Shanghai)Co., Ltd MIC-Tech Ventures Asia
Pacific Inc.
Chairman  |Corporate representatives USD 1,500,00p
. A 1009
Director Kao Hsin-Ming
Director Scott Lin
Director Ma Kuo-peng
Supervisor |Li Yi-Jung
MICT International Limited Subsidiary
MIC-Tech Ventures Asia
Pacific Inc. . USD4,296,715 1009
Corporate representatives
Director Kao Hsin-Ming
Director Scott Lin
Integrated Manufacturing & Subsidiary
Services Co., Ltd. MICT International Limited
Corporate representatives
Chairman  |Hou Fu-Jia
Director Kao Hsin-Ming USD3,096,71p 1009
Director Wang,Chien-Yuan
Supervisor |Scott Lin
General Lu Hsueh-Heng
manager
Frontken MIC(WuXi) Co. Limited Subsidiary
Frontken MIC Co. Limited
Corporative representative
Chairman  |Kao Hsin-Ming
Director Scott Lin USD1,013,200 1009
Director Ma Kuo-peng
Director Hee Kok Hiong
Supervisor |Li Yi-Jung
General Hou Fu-Jia
manager
eZoom Information, Inc. Corporate representatives
Chairman  |Scott Lin
Director |Kao Hsin-Ming 20,000,000 sharps 1009
Director Sung Bing-zhong
Director Li Yi-Jung
Supervisor |Ma Kuo-peng
ADTA Technology Co., LTD Corporate representatives
Chairman  |Scott Lin
Director Kao Hsin-Ming
Supervisor |Li Yi-Jung 2,000,000 shares 1009
corporate representatives
from other firms
Director Su Kai-hung

Note 1: If the affiliated company is a foreign firm, list the person with the corresponding title.

Note 2: If the invested firm is a limited company, please fill in the number of shares and the shareholding ratios.

the paid in capital and the contribution ratio and provide explanation notes.
Note 3: When the directors and the supervisors are corporates, the related information of the representatives should be disclosed.
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(2) Operation profile of subsidiaries

(2.1) Financial position and operating results of the affiliated companies
Unit: NTD in thousands

(Loss) Earning

Company Name Capital Total TOt‘”?".. Net th _OperatingOperatinggain Of. pler e
bany Plalassets  [liailities | <" " income (loss) gainthe period ES?SD))

(after tax) (after tax)
Marketech Integrated Pte. Ltd. 207,619 138143 123,069 15095 284134 (552 (288) -
Market Go Profits Ltd. 1215365 1,070484 - 1070484 - (73) 36,179 -
Headquarter International Ltd. 39,603 39,092 228 38,864 2,368 253 (307) -
Tiger United Finance Ltd. 43,319 38,352 539 37,813 2,792 490 @ve) -
MIC-Tech Global Corp. 18,2 7,965 1,358 6,607 11693 1,215 (993 -
MIC-Tech Viet Nam Co., Ltd. 39,930 28,891 1,329 27562 20,715 (3665 (3471 -
Marketech Co., Ltd. 46,073 14,082 2994 11,084 7,619 (6,853) 6843 -
Marketech Engineering Ptd. Ltd. 9466 15357 118 15,23¢ - (153 13,74 -
MIC-Tech Ventures Asia Pacific Inc] 1212217 10904% 21,699 106875 31584 25,834 36,252 -
Marketech International Sdn.Bhd. 87,07¢ 76676 12,173 64503 146674 4874 6,481 -
g"ir'kfttg_ch Integrated Construction| 915 0008 7289 1562 52940 1464 14689 :
?:"g;']‘s;?]‘)’/hdﬁggated Manufacturing 430019 30900 5884 355023 | @ae (@532 :
Russky H.K. Limited 25,584 2935 13231 (1029% - (19) 4,156 -
Frontken MIC Co. Limited 71,800 5414 - 5414 - - (110 -
PT Marketech International Indonesia 36,859 36,701 - 36,701 - (231 2,622 -
Marketech Netherlands B.V. 10,560 6,339 - 6,339 - 4,051 4,051 -
Shanghai Puritic Co., Ltd 18,429 29937 313900 (14,533 419,664 7,068 2424 -
e R T T T T - T . I
MIC-Tech (Shanghai) Corp. Ltd. 253122 888066 53684¢ 351219 1,744419 50,219 25,652 -
Eﬂjz.hou Jiwei System Integrated Ca., 9215 247 1363 (1016 1622 763 695 i
?:"(')%_Ted‘ Electronics Engineering | - g1 168 2073677 165593 417741 3545178 47220 (27348 -
MIC-Tech(WuXi) Co., Ltd. 783233 664994 626517 38481 1,152,991 54,984 28,691 -
SKMIC (WuXi) CORP. 9,368 122 122 - (198) (204) -
?g'f;gﬁgi%gr_‘igadmg 46073 67576 49044 18528 110561 (3437 (7308 ]
MICT International Limited 276434 104,078 - 104,074 - - (20,126 -
g‘;egﬁ;ed Manufacturing & Services  (saczs 49749 6131 42618 30021 (11247] (10154 -
Frontken MIC (WuXi) Co. Ltd 70,890 5,398 - 5,393 - (245) (210 -
eZoom Information, Inc. 200,00G 188917 36954 151,963 9355 (20940 (6,743 034
ADAT Technology Co., LTD 66,000 46022 30084 43017 -l (18230) (18217) @276

Note 1: If any of the above affiliated companies is foreign, the number should presented in NTD using the currency exchange rate of the

report date.

1
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Note 2: Earnings (loss) per share is calculated based on the number of shares outstanding of each company on December 31st, 2018.

1.2 The consolidated financial statements of affiliated companies: In 2018, The companies
that should be included in the consolidated financial reports of affiliated companies
based on "Criteria Governing Preparation of Affiliation Reports, Consolidated
Business Reports and Consolidated Financial Statements of Affiliated Enterprises” and
the companies that should be included in the consolidated financial reports of
subsidiaries based on "Consolidated and separate financial statements" of International
Accounting Standards Section 27 are the same. The related information that should
be disclosed in the consolidated financial statements of affiliated companies are also
already disclosed in the consolidated financial reports for subsidiaries, so that the
consolidated financial statements of affiliated companies will not be published
separately. Please refer to the consolidated reports of this annual report.

1.3 Affiliation report: Not applicable.

2.Private Placement Securities in the most recent fiscal year and during the current fiscal year
up to the date of printing of the annual report: None.

3.The Shares in the Company Held or Disposal of by subsidiaries in the most recent fiscal
year and during the current fiscal year up to the date of printing of the annual report: None.

4.0ther Disclosures : None.

Part 9 Any of the situations listed in Article 36, aragraph3,subparagraph
2 of the Securities and Exchange Act of Taiwan, which might
materially affect Shareholders’ Equity or the price of the Company
Securities, has occurred during the most recent fiscal year or
during the current fiscal year up to the date of printing of the
annual report: None.
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MARKETECH INTERNATIONAL CORP.
AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS AND
REPORT OF INDEPENDENT ACCOUNTANTS
DECEMBER 31, 2018 AND 2017

For the convenience of readers and for information purpose only, the auditors’ report and the accompanying
financtal statements have been transiated into English from the original Chinese version prepared and used in
the Republic of China. In the event of any discrepancy between the English version and the original Chinese
version or any differences in the interpretation of the two versions, the Chinese-language auditors’ report and
financial statements shall prevail.
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Marketech International Corp.

Declaration of Consolidated Financial Statements of Affiliated Enterprises

For the year ended December 31, 2018, pursuant to “Criteria Governing Preparation of Affiliation
Reports, Consolidated Business Reports and Consolidated Financial Statements of Affiliated
Enterprises,” the company that is required to be included in the consolidated financial statements of
affiliates, is the same as the company required to be included in the consolidated financial statements of
parent and subsidiary companies under International Financial Reporting Standard 10. Also, if relevant
information that should be disclosed in the consolidated financial statements of affiliates has all been
disclosed in the consolidated financial statements of parent and subsidiary companies, it shall not be

required to prepare separate consolidated financial statements of affiliates.

Hereby declare,

Marketech International Corp.
Margaret Kao

February 18, 2019
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REPORT OF INDEPENDENT ACCOUNTANTS TRANSLATED FROM CHINESE

To the Board of Directors and Stockholders of
Marketech International Corp.

Opinion

We have audited the accompanying consolidated balance sheets of Marketech International Corp. and
its subsidiaries (the “Group™) as at December 31, 2018 and 2017, and the related consolidated statements
of comprehensive income, of changes in equity and of cash flows for the vears then ended, and notes to
the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consclidated financial statements present fairly, in all material respects,
the consolidated financial position of'the Group as at December 31, 2018 and 2017, 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 [ssuers” and the International
Financial Reporting Standards, International Accounting Standards, [FRIC Interpretations, and SIC
Interpretations as endorsed by the Financial Supervisory Commission.

Basis for opinion

We conducted our audits in accordance with the “Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants” and generally accepted auditing standards in the
Republic of China (ROC GAAS). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the Code of Professional Ethics for Certified Public
Accountants m the Republic of China (the “Code”™), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judegment, were of most significance in our
audit of the consolidated financial staterents for the year ended December 31, 2018. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole and, in forming
our opirtion thereon, we do not provide a separate opinion on these matters.

Key audit matters on the consolidated financial statements for the year ended December 31, 2018 were

as follows:

EHRSAWEATEEAT PricewaterhouseCoopers, Taiwan
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Recognition of construction contract revenue

Description

Please refer to Notes 4(28) for accounting policy on construction contract revenue, Please refer to Note
5(2) for the details of uncertainty of construction contract accounting estimation and assumption. Please
refer to Notes 6{18) and 6(4) for description on construction contract revenue and construction contract
cost.

The Group recognized revenue and profit by using the percentage of completion method, This method
is also being used to calculate the cost for each contract at year-end. Management will re-evaluate the
cost if the budget had increased or decreased, and depending on the cost after adjustment will recalculate
the percentage of completion. The construction contract revenue may be affected by the appropriateness
of determination of cost and estimated cost. Thus, we considered this as one of the key audit matters.

How our audit addressed the matter

We tailored the major audit scope as follows:

A, Obtained an understanding of the management’s control system and determined whether the contract
had been created or had significantly changed with respect to estimation of construction cost.

B. Obtained the newly added construction contract list for this fiscal year, and ensured that the total
contract price is equal to the amount being used to calculate construction contract revenue. Ensured
that the construction supplement can be traced back to supplementary contracts.

C. Checked the construction costs incurred estimation sheets in the current period, sample tested the
basis of estimation and subcontracting amount, and ensured that it has been approved appropriately
by the management.

D. Checked the rationality of significant changes in estimation of construction cost, and sample tested
whether the revised plan had been approved by the management.

E. Obtamed the billing details, and selected samples of related vouchers by using statistical procedures
to check the correctness of input cost in engineering reports and computation of percentage of
completion.
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Valuation on inventories

Description

Please refer to Note 4(11) for description of accounting policy on inventory valuation. Please refer to
Note 5(2) for accounting estimates and assumption uncertainty in relation to inventory valuation. Please
refer to Note 6(4) for the description of inventory.

The Group is primarily engaged in import and export trading business, which include integrated circuit,
electronic equipment, and materials, components used on electronic equipment. Due to the rapid
technological changes, the semiconductor equipment industry has become more and more competitive,
and the product price frequently changes. Therefore, the Group is now exposed to risk on inventory
valuation loss and slow-moving inventory. Inventories are stated at the lower of cost or net realizable
value, and the specific identification method is used to estimate the allowance for inventory valuation
loss on slow-moving inventories.

The base stock of inventories is based on assumptions of fiture demand and development plan. Due to
the large quantity of inventories for sale, and since the amounts involved are significant, the
determination of net realizable value for obsolete or slow-moving inventory involves subjective
Judgement resulting n high degree of estimation uncertainty. As a result of the high uncertainties in these
estimates, we considered this as one of the key audit matters.

How our audit addressed the matter
We tailored the major audit scope as folows:

A. Assessed the policy on allowance for inventory valuation loss, based on our understanding of the
operations and industry of the Group.

B. Tested whether the basis of market value used in calculating the net realizable value of inventory is
consistent with the policy ofthe Group and validated selling prices of selected samples of respective
mventory and their accuracy of net realizable value calculation.

C. Acquired management’s individually identified out-of-date inventory list, inspected the related
suppotting documents and proper recognition in the financial statements.
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Valuation of allowance of accounts receivable

Description

Please refer to Note 4(8) for accounting policy of accounts receivable. Please refer to Note 5(2) for
accounting estimates and assumption uncertainty in relation to accounts receivable. Please refer to Note
6(3) for the details of accounts receivable.

The Group assesses the significant accounts receivable individually, and for those that are not significant,
are assessed either individually or collectively. If there is no impairment after individual assessment,
then the group of accounts receivable will be added for collective assessment. If the accounts receivable
over a certain age is significant, the management will re-examine the collectability and assesses each
case for possible impairment. Management uses professional judgement during the process, and
accounting estimates have a high possibility of becoming inappropriate. The professional judgement
may be affected by several factors, such as customer’s financial status, internal credit rating, order history,
and economic situation. Accordingly, obtaining the supporting documents which management used for
judgement is important. Thus, we considered the assessment on allowance for bad debts as one of our
key audit matters.

How our audit addressed the matter

We tailored the major audit scope as follows:

A. Obtained an understanding of the process which management used to evaluate the coilectibility of
accounts receivabie.

B. Ensured that the classification of impairment in the group of accounts receivable is appropriate and
in accordance with the Group’s accounting policy.

C. Checked the details of significant impairment recognized by the management, against the supporting
documents to verify appropriateness.

D. Verified the subsequent collections details of significant accounts receivable.

E. Obtained the details of significant accounts receivable which have not yet been collected at year end,
and re-evaluated the appropriateness.
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Other matter — Parent company only financial reports

We have audited and expressed an unqualified opinion on the parent company only financial statements
of Marketech International Corp. Ltd. as at and for the vears ended December 31, 2018 and 2017.

Responsibilities of management and those charged with governance for the
consolidated financial statements

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

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

Those charged with governance, including audit committee, are responsible for overseeing the Group’s
financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

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

As part of an audit in accordance with ROC GAAS, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:
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I 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 intemal 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 auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern,

5. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disciosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation,

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure sbout 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.

Chang, Shu- Chyﬁng Weng, Shﬂlﬂung
For and on behalf of PrlcewaterhouseCoopers, Taiwan
February 18 2019
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The accompanying consolidated financial statements are not intended to present the financial position and results of
operations and cash flows in accordance with accounting principles generally accepted in countries and jurisdictions other
than the Republic of China. The standards, procedures and practices in the Republic of China governing the audit of such
financial statements may differ from those generally accepted in countries and jurisdictions other than the Republic of China.
Accordingly, the accompanying consolidated financial statements and report of independent accountants are not intended for
use by those who are not informed about the accounting principles or auditing standards generally accepted in the Republic
of China, and their applications in practice.

As the financial statements are the responsibilify of the management, PricewaterhouseCoopers catmot accept any liability for
the use of, or reliance on, the English translation or for any errors of misunderstandings that may derive from the translation.
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MARKETECH INTERNATIONAL CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Expressed in thousands of New Taiwan doilars)

December 31, 2018 Becember 31, 2017
Assets Notes AMOUNT % AMOUNT %
Current assets

1100 Cash and cash equivalents 6(1) $ 2,155,357 12§ 2,300,572 14
1110 Financial assets at fair value 6(2) and 12{4)

through profit or loss - current 90,944 1 17,143 -
1125 Available-for-sale financial assets 12(4)

- current - - 41,502 -
1140 Current contract assets 6(18) 4,229,541 23 - -
FH50 Notes receivable, net 6(3) 95,991 1 167,147 1
1170 Accounts receivable, net 6(3) 4,151,194 23 3,898,907 24
1180 Accounts receivable - related 7

parties, net 109,476 I 168 -
1150 Construction contracts receivable 12(5) - - 3,163,858 20
1200 Other receivables 21,586 - 20,890 -
130X Inventories, net G{4y 1,800,814 21 3,049,761 18
1410 Prepayments 6(5) 421,951 2 311,826 5
1470 Other current assets 8 192,067 1 171,820 1
XX Total current assets 15,268,921 25 13,643,594 34

Non-current assets

1510 Financial assets at fair value 6(2)

through profit or loss - non-

current 415,468 2 . -
1543 Financial assets at cost - non- 12(4)

current - - 279,343 2
1530 Investments accounted for using  6(6)

equity method 63,078 - 52,117 -
1600 Property, plant and equipment, 6(7), 7and 8

net 2,231,933 12 1,864,277 12
1780 Intangible assets 7 19,441 - 20,115 -
1840 Deferred tax assets 6(22) 149,061 1 122,914 I
1900 Other non-current assets 6(2) 80,304 - 88,783 1
[5XX Total non-current assets 2,956,285 15 2,427,549 18
IXXX  Total Assets $ 18,228,206 106§ 16,071,143 100

(Continued)
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MARKETECH INTERNATIONAL CORP, AND SUBSIDIARIES

CONSQLIDATED BALANCE SHEETS
(Expressed in thousands of New Taiwan doilars)

December 31, 2018

December 31, 2017

Liabiiities and Equity Naotes AMOUNT % AMOUNT %
Current fiabilities
2100 Short-term borrowings 6(8) and 8 $ 2,635,425 15 % 2,012,182 13
2130 Carrent contract liabilities 6(18)and 7 3,320,466 18 - -
2150 Notes payabie 7 1,044,159 6 908,350 6
2170 Accounts payable 7 4,320,299 24 3,933,294 24
2190 Construction contracts payable 7 and 12(5) - - 1,851,108 12
2200 Other payables 6(9) 588,941 3 544,024 3
2230 Current tax liabilities 124,087 96,090 1
2310 Advance receipts 6(16} 28,545 - 1,014,888 6
2320 Long-term liabilities, current &(11)
portion 11,766 - - -
2399 Other current liabilities 49 707 - 12,917 -
21X¥ Total current liabilities 12,123,395 47 14,372,850 65
Non-current fiabilities
2530 Bonds payable 6(11) - - 200,199 1
2540 Long-term borrowings 6(12) 200,000 1 200,000 1
2570 Peferred tax liabilities 8(22) 835 - - -
2640 Accrued pension liabilities 6(13) 161,957 1 154,014 1
2670 Other non~current fabilities 6(6) 4,716 - 78 -
25XK Total non-current liabilities 367,508 2 554,291 3
XXX Total Liabilities 12,490,903 59 10,927,141 63
Equity
Share capital 6(15)
3110 Ordinary shares 1,855,913 10 1,770,164 11
Capital surplus o{14X16)
3200 Capital surplus 970,381 5 843,057 5
Retained earnings 6(17)
3310 Legal reserve 692,068 4 626,773 4
3320 Special reserve 92,239 ! 92,239 I
3350 Unappropriated retained earnings 2,197,064 12 1,893,389 12
Qther equity interest
3400 Other equity interest { 140,931y ( DR 30,6435) ( 13
JIXX Total equity attributable to
owners of parent 5,666,734 31 5,144 977 32
36XX Non-controlling interests 70, 369 - | 97353 ~
IXXX Total Equity 5,737,303 31 5,144 002 32
Significant contingent liabilities 9
and unrecognised contract
commitments
Significant events after the 11
3X2X Total Liabilities and Equity $ 18,228,206 L 16,071,143 100

The accompanying notes are an integral part of these consolidated finaacial statements.
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MARKETECH INTERNATIONAL CORP, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Expressed in thousands of New Taiwan dollars, except earnings per share)

Year ended December 31

2018 2017
Itemns Notes AMOUNT AMOUNT %
4000  Operating Revenue 6(18), 7and 12(5) § 24,415,723 100 20,211,994 100
5000  Operating Costs 6(4)}21) and 7 { 21,596,527 ( 88) ( 17,910,657 ¢ 89)
5900  Gross Profit 2,819,196 12 2,301,337 11
Operating Expenses 6(21)
6100 Sales and marketing expenses ( 58G.,043) ¢ D ( 562,119y ¢ 8}
6200 General and administrative
expenses ( 820,513) ¢ 4y ( 754,437y ( 4}
6300 Research and development
expenses ( 256,6001 ( IR 184,082} { L)
6450 Impairment loss (impairment 12(2)
gain and reversal of impairment
loss) determined in accordance
with I[FRS 9 { 277,287 ( 1) - -
6000 Total operating expenses { 1,943,443) ¢ 8¢ 1,500,838) ( 7
6900  Operating Profit 875,753 4 800,699 4
Non-operating Income and
Expenses
7010 Other income 6(19) 92,805 - 63,054 -
7020 Other gains and losses 6(2)120y 103,198 - 7,858 -
7050 Finance costs { 66,071 “ 62,688} -
7060 Share of (loss) profit of
associates and joint ventures
accounted for using equity
method ({ 4,846} - 5,052 -
7000 Total non-operating income
and expenses 125,086 - 13,276 -
7900  Profit before Income Tax 1,000,839 4 813,975 4
7950 Income tax expense 6(22) ( 218,675) ¢ Iy ¢ 165,146) { 1)
8200  NetIncome i3 782,164 3 648,828 3
{Continued)
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MARKETECH INTERNATIONAL CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{Expressed in thousands of New Taiwan dollars, except earnings per share)

Items

Year ended December 31

2018

2017

Notes

AMOUNT

%

AMOUNT

%

8311

8349

8310

8361

8362

8370

8359

8360

8300

8500

8610
8620

8710
8720

9750
9850

Other Comprehensive Income
Other components of other
comprehensive income (loss) hat
will not be reclassified to profit
or loss
Gains (losses) on 6(13)
remeasurements of defined
benetit plans
Income tax related to 6(22)
components of other
comprehensive income (Joss)
that will not be reclassified to
profit or loss
Total components of other
comprehensive loss that will
rot be reclassified to profit
or foss
Components of other
comprehensive income {loss) that
will be reclassified to profit or
loss
Exchange differences on
translation of foreign operations
Unrealised gain on valuation of  12(4)
available-for-sale financial
assets of foreign operations
Share of other comprehensive
income {loss) of associates and
joint ventures accounted for
using equity method
Income tax relating to 6(22)
companents of other
comprehensive income that wilt
be reclassified to profit or loss
Total components of other
comprehensive loss that will
be reclassified to profit or
loss
Other comprehensive loss, net of
tax
Total Comprehensive Income
Profit (loss) attributable to:
Owners of the parent
Non-controlling interests
Total
Comprehensive income {loss)
attributable to:
Owmers of the parent
Non-controlling interests
Total

Basic earnings per share 6(23)
Diluted earnings per share 6(23)

(%

10,438)

2,859

(3

11,229)

1,509

7,379

8,320

52,271)

190

14,002

56,650)

6,395)

146)

5,681

38,079

53,510)

45,658)

]

62,830)

136,506

385,599

792,582
10,4183

652,951
4,122)

782,164

648,829

747,730
11,224)

589,971
3,972}

736,506

383,998

L

4.40

$

3.77

4.21

$

3.51

The accompanying notes are an integrai part of these consolidated financial statements.
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MARKETECH INTERNATIONAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS QF CASH FLOWS
(Expressed in thousands of New Taiwan dollars)

Years ended December 31
Notes 2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $ 1,000,839 $ 813,975
Adjustments
Adjustments to reconcile profit {loss)
Net gain on financial assets at fair value through profit  6(2)(20) and

or loss 12(4) { 93,134 ) ¢ 9,848
Impairment on expected credit loss 12(2) 277,287 -
Gain on reversa of bad debis 12(4) - 12,129)
Share of loss (profit) of associates and joint ventures

accounted for using equity methad 4,846 | 5,052
Gain on disposal of investments 6(20) - 35,556
Depreciation 6(121) 120,032 109,120
Amortisation 6(21) 17,134 20,431
Loss (gain) on disposal of property, plant and 6(7)

equipment ( 1,286) 1,353
Impairment loss on financial assets 6(20) - 15,243
Compensation cost of share-based payments 6(140)(16)(21) 2,580 7,901
Interest income 6(19) ( 8,349 ( 7,881
Interest expense 66,071 62,688
Dividend income 6(19) ( 14,485 ¢ 16,935

Changes in operating assets and liabilities
Changes in operating assets

Coniract assets-current { 1,065,683 ) -
Notes receivable, net 79,649 38,599
Accounts receivabie, net { 625,617) 100,180
Accounts receivable — related parties, net { 109,313 250
Construction contracts receivable - 295,709
Other receivables 95 { 5,670)
Inventories { 760,871y 437,591)
Prepayments 389,875 ( 355,3530)
Other current assets { 60,442y 36,368
Changes in operating fiabilities
Contract liabilities-current 507,609 -
Notes payable 135,809 49,675
Accounts payable 416,125 482,469
Construction coniracts payable - 525,794
Other payables 59,556 10G,616
Advangce receipts ( 24,3591) 290,427
Other current liabilities 36,790 ¢ 5119
Other non-current liabilities ( 2,495 ¢ 1,858
Cash inflow generated from operations 348,041 1,470,821
Interest received 6,159 7,164
Dividends received 14,485 16,935
Interest paid ( 74,850y ( 67,409 )
Income tax paid { 199,666 ) ( 172,702 )
Net cash flows from operating activities 97.169 1.254,809
(Continued)
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MARKETECH INTERNATIONAT, CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

{Expressed in thousands of New Taiwan dollars)

Years ended December 31

Notes 2018 2017

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of financial assets at fair value through profit

or loss (% 81,498 3 -

Proceeds from disposal of financial assets at fair value

through profit or loss 56,872 -

Proceeds from capital reduction of financial assets at fair

value through profit or loss 3,428 -

Proceeds from disposal of available-for-sale financial

assets — current - 32,233

Decrease in other financial assets — current 8,042 6,733

Acquisition of financial assets measured at cost — non-

current - 66,913

Proceeds from disposal of financial assets measured at cost

- non-current - 67,942

Proceeds from capital reduction of financial assets

measured at cost - non-current - 274

Acquisition of investments accounted for using equity

method { 11,695) ¢ G.611%

Acquisition of property, plant and equipment 6(T) ( 516,266 ) ( 611,238}

Proceeds from disposal of property, plant and equipment  6(7) 10,19% 19,051

Acguisition of intangible assets ( 16,486 ) ¢ 16,021)

Decrease (increase) in refundable deposits 38,697 ( 36,613)

Decrease (increase) in other non-current assets 2,379« 3.214)

Net cash flows used in investing activities ( 505,328y « 640,379)

CASH FLOWS FROM FINANCING ACTIVITIES

Increase in short-term borrowings 6(26) 644,086 113,112

Increase in long-term borrowings - 200,000

Decrease in guarantee deposits received - 6)

Proceeds from exercise of employee stock options 6(14) 17,810 24,609

Cash dividends paid 6(17) { 442,541 « 363,153)

Changes in non-controling interests 82,363 -

et cash flows from (used in) financing activities 301,928 « 25,438 )

Effect of exchange rate changes on cash and cash equivalents ( 38,984 ) ¢ 40,664 )
Net (decrease) increase in cash and cash equivalents { 145,215) 548,328
Cash and cash equivalents at beginning of year (1) 2,300,572 1,752,244
Cash and cash equivalents at end of year (1) h 2,155,357 2,300,572

The accompanying notes are an integral part of these consolidated financial statements.
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MARKETECH INTERNATIONAL CORP. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2018 AND 2017
(EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS,
EXCEPT AS OTHERWISE INDICATED)

1. ORGANIZATION AND OPERATIONS
Marketech International Corp. (the “Company™) was incorporated in the Republic of China (R.0.C) on

December 27, 1988. On October 17, 2002, the Company’s common shares were officially listed on the
Taiwan Over-The-Counter Securities Exchange and on May 24, 2004, the shares were transferred to be
listed on the Taiwan Stock Exchange. The Company and its subsidiaries (collectively referred herein as
the “Group™) are mainly engaged in (i) import and trade of various integrated circuits, semiconductors,
electrical and computer equipment and materials, chemicals, gas, components; (ii) factory affair and
mechatronic system including clean room, automatic supply system of (specialty) gas and chemicals,
monitor system, Turn-key and Hook-up Project services and (iii) design and manufacturing of
customized equipment. Ennoconn International Investment Co., Ltd. owns 44.97% of the shares of the
Company. The ultimate parent company of the Company is Ennoconn Corporation.

2. THE DATE OF AUTHORISATION FOR ISSUANCE OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND PROCEDURES FOR AUTHORISATION
The consolidated financial statements were authorised for issuance by the Board of Directors on February
18,2019.

3. APPLICATION OF NEW STANDARDS. AMENDMENTS AND INTERPRETATIONS

(1) Effect of the adoption of new issuances of or amendments to International Financial Reporting

Standards (“IFRS’) as endorsed by the Financial Supervisory Commission (“FSC™)

New standards, interpretations and amendments endorsed by the FSC effective from 2018 are as

follows:
Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 2, ‘Classification and measurement of share-based January 1, 2018
payment transactions’
Amendments to IFRS 4, ‘Applying IFRS 9 Financial instruments with January 1, 2018
IFRS 4 Insurance contracts’
IFRS 9, ‘Financial instruments’ January 1, 2018
IFRS 15, ‘Revenue from contracts with customers’ January 1, 2018
Amendments to IFRS 13, ‘Clarifications to IFRS 15 Revenue from January 1, 2018
contracts with customers’
Amendments to IAS 7, ‘Disclosure initiative’ January 1, 2017
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Effective date by
International Accounting
New Standards, Interpretations and Amendments Standards Board

Amendments to IAS 12, ‘Recognition of deferred tax assets for unrealised January 1, 2017
losses’

Amendments to 1AS 40, ‘Transfers of investment property’ January 1, 2018
IFRIC 22, ‘Foreign currency transactions and advance consideration’ January 1, 2018
Annual improvements to IFRSs 2014-2016 cycle— Amendments to IFRS January 1, 2018
1, ‘First-time adoption of International Financial Reporting Standards’

Annual improvements to IFRSs 2014-2016 cycle — Amendments to IFRS January 1, 2017
12, ‘Disclosure of interests in other entiies’

Annual improvements to IFRSs 2014-2016 cycle — Amendments to IAS January 1, 2018
28, ‘Investments in associates and joint ventures’

Except for the following, the above standards and interpretations have no significant impact to the
Group’s financial condition and financial performance based on the Group’s assessment.

A. IFRS 9, ‘Financial instruments’

(a) Classification of debt instruments is driven by the entity’s business mode] and the contractual
cash flow characteristics of the financial assets, which would be classified as financial asset at
fair value through profit or loss, financial asset measured at fair value through other
comprehensive income or financial asset measured at amortized cost. Equity instruments
would be classified as financial asset at fair value through profit or loss, unless an entity makes
an irrevocable election at inception to present subsequent changes in the fair value of an
investment in an equity instrument that is not held for trading in other comprehensive income.

(b) The impairment losses of debt instruments are assessed using an ‘expected credit loss’
approach. An entity assesses at each balance sheet date whether there has been a significant
increase in credit risk on that instrument since initial recognition to recognize 12-month
expected credit losses or lifetime expected credit losses (interest revenue would be calculated
on the gross carrying amount of the asset before impairment losses occurred); or if the
instrument that has objective evidence of impairment, interest revenue after the impairment
would be calculated on the book value of net carrying amount (i.c. net of credit allowance).
The Group shall always measure the loss allowance at an amount equal to lifetime expected
credit losses for trade receivables that do not contain a significant financing component.

{¢) The Group has elected not to restate prior period financial statements using the modified
retrospective approach under IFRS 9. For details of the significant effect as at January 1, 2018,
please refer to Notes 12(3)B and C.

B. IFRS 15, ‘Revenue from contracts with customers’ and amendments

(a) IFRS 15, ‘Revenue from contracts with customers’ replaces IAS 11, ‘Construction contracts’,
IAS I8 ‘Revenue’ and relevant interpretations. According to IFRS 15, revenue is recognised
when a customer obtains control of promised goods or services. A customer obtains control of
goods or services when a customer has the ability to direct the use of, and obtain substantially
all of the remaining benefits from, the asset.

The core principle of IFRS 15 is that an entity recognises revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which
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the entity expects to be entitled in exchange for those goods or services. An entity recognises
revenue in accordance with that core principle by applying the following steps:

Step 1: Identify contracts with customer.

Step 2: Identify separate performance obligations in the contract(s).
Step 3: Determine the transaction price.

Step 4: Allocate the transaction price.

Step 5: Recognise revenue when the performance obligation is satisfied.

Further, IFRS 15 includes a set of comprehensive disclosure requirements that requires an
entity to disclose sufficient information to enable users of financial statements to understand
the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts
with customers.

(b) The Group has elected not to restate prior period financial statements and recognised the
cumulative effect of initial application as retained earnings at January 1, 2018, using the
modified retrospective approach under IFRS 15. The significant effects of adopting the
modified transition as of January 1, 2018 are summarised below:

1. Presentation of assets and liabilities in relation to contracts with customers

In line with IFRS 15 requirements, the Group changed the presentation of certain accounts
in the balance sheets as follows:

(1) Under IFRS 15, construction contracts whereby services have been rendered but not yet
billed are recognised as contract assets but were previously presented as construction
contracts receivable in the balance sheet. As of January 1, 2018, the balance amounted to
$3,163,858.

(i1) Under TFRS 15, liabilities in relation to construction contracts are recognised as contract
liabilities, but were previously presented as construction contracts payable in the balance
sheet. As of January 1, 2018, the balance amounted to $1,851,105 and was reclassified
to contract liabilities-current.

(iif) Under IFRS 15, liabilities in relation to sales contracts are recognised as contract
liabilities, but were previously presented as advance receipts in the balance sheet. As of
January 1, 2018, the balance amounted to $961,752 and was reclassified to contract
liabilities-current.

ii. Please refer to Note 12(5) for disclosure in relation to the first application of TFRS 15,
C. Amendments to IAS 7, ‘Disclosure initiative’

This amendment requires that an entity shall provide more disclosures related to changes in
liabilities arising from financing activities, including both changes arising from cash flows and
non-cash changes.

The Group expects to provide additional disclosure to explain the changes in liabilities arising

from financing activities.
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(2) Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not vet adopted by
the Group

Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendments to [FRS 9, ‘Prepayment features with negative compensation’ January 1, 2019
IFRS 16, ‘Leases’ January 1, 2019
Amendments to IAS 19, ‘Plan amendment, curtailment or settlement’ January 1, 2019
Amendments to IAS 28, ‘Long-term interests in associates and joint ventures January 1, 2019
IFRIC 23, “Uncertainty over income tax treatments’ January 1, 2019
Annual improvements to [FRSs 2015-2017 cycle January 1, 2019

Except for the following, the above standards and interpretations have no significant impact to the
Group’s financial condition and financial performance based on the Group’s assessment. The
quantitative impact will be disclosed when the assessment is complete.

IFRS 16, ‘Leases’

IFRS 16, ‘Leases’, replaces IAS 17, ‘Leases’ and related interpretations and SICs. The standard
requires lessees to recognise a ‘right-of-use asset’ and a lease liability (except for those leases with
terms of 12 months or less and leases of low-value assets). The accounting stays the same for lessors,
which is to classify their leases as either finance leases or operating leases and account for those two
types of leases differently. IFRS 16 only requires enhanced disclosures to be provided by lessors.

In the first quarter of 2018, the Group reported to the Board of Directors that IFRS 16 has material
impact to the Group.

The Group expects to recognise the lease contract of lessees in line with IFRS 16. However, the Group
does not intend to restate the financial statements of prior period (collectively referred herein as the
“modified retrospective approach”). On January 1, 2019, it is expected that ‘right-of-use asset’ and
‘lease liability’ will be increased by $1,050,801 and $1,008,742, respectively. Additionally, the Group
will have to decrease ‘prepaid renis’ (presented as ‘Prepayments’) and ‘long-term prepaid rents’
(presented as ‘Other non-current assets’) by $4,971 and $37,088, respectively.

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

New standards, interpretations and amendments issued by IASB but not yet included in the IFRSs as
endorsed by the FSC are as follows:
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Effective date by
International Accounting

New Standards, Interpretations and Amendments Standards Board
Amendment to IAS 1 and [AS 8, ‘Disclosure Initiative-Definition of Material® January 1, 2020
Amendments to IFRS 3, ‘Definition of a business’ January 1, 2020
Amendments to IFRS 10 and IAS 28, ‘Sale or contribution of assets between  To be determined by
an investor and its associate or jont venture’ International Accounting
Standards Board
IFRS 17, ‘Insurance contracts’ January 1, 2021

The above standards and interpretations have no significant impact to the Group’s financial condition
and financial performance based on the Group’s assessment.
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements

are set out below. These policies have been consistently applied to all the periods presented, unless
otherwise stated.

(1) Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with
the "Regulations Governing the Preparation of Financial Reports by Securities Issuers”, International
Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations, and SIC
Interpretations as endorsed by the FSC (collectively referred herein as the “IFRSs™).

(2) Basis of preparation

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

{(a) Financial assets and financial liabilities (including derivative instruments) at fair value through
profit or loss.

(b) Financial assets at fair value through other comprehensive income. Available-for-sale
financial assets measured at fair value.

(c) Liabilities on cash-settled share-based payment arrangements measured at fair value.

(d) Defined benefit liabilities recognised based on the net amount of pension fund assets less
present value of defined benefit obligation.

B. The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in Note 5.

C. In adopting IFRS 9 and IFRS 15 effective January 1, 2018, the Group has elected to apply modified
retrospective approach whereby the cumulative impact of the adoption was recognised as retained

earnings or other equity as of January 1, 2018 and the financial statements for the year ended
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December 31, 2017 were not restated. The financial statements for the year ended December 31,
2017 were prepared in compliance with International Accounting Standard 39 (‘IAS 39),
International Accounting Standard 11 (‘IAS 11°), International Accounting Standard 18 (‘IAS 18”)
and related financial reporting interpretations. Please refer to Notes 12(4) and (5) for details of
significant accounting policies and details of significant accounts.

(3) Basis of consolidation

A. Basis for preparation of consolidated financial statements:

(a) All subsidiaries are included in the Group’s consolidated financial statements. Subsidiaries are
all entities {including structured entities) controlied by the Group. The Group controls an entity
when the Group is exposed, or has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its power over the entity. Consolidation
of subsidiaries begins from the date the Group obtains control of the subsidiaries and ceases
when the Group loses control of the subsidiaries.

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

(c) Profit or loss and each component of other comprehensive income are attributed to the owners
of the parent and to the non-controlling interests. Total comprehensive income is attributed to
the owners of the parent and to the non-controlling interests even if this results in the
noncontrolling interests having a deficit balance.

(d) Changes in a parent’s ownership interest in a subsidiary that do not result in the parent losing
control of the subsidiary (transactions with non-controlling interests) are accounted for as
equity transactions, i.e. transactions with owners in their capacity as owners. Any difference
between the amount by which the non-controlling interests are adjusted and the fair value of
the consideration paid or received is recognised directly in equity.

{e) When the Group loses control of a subsidiary, the Group remeasures any investment retained
in the former subsidiary at its fair value. That fair value is regarded as the fair value on initial
recognition of a financial asset or the cost on initial recognition of the associate or joint venture.
Any difference between fair value and carrying amount is recognised in profit or loss. All
amounts previously recognised in other comprehensive income in relation to the subsidiary
are reclassified to profit or loss on the same basis as would be required if the related assets or
liabilities were disposed of. That is, when the Group loses control of a subsidiary, all gains or
losses previously recognised in other comprehensive income in relation to the subsidiary
should be reclassified from equity to profit or loss, if such gains or losses would be reclassified

to profit or loss when the related assets or liabilities are disposed of.
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B. The subsidiaries included in the consolidated financial statements:

Percentage of Ownership (%)

Name of Name of Main business December December
investor subsidiary activities 31,2018 31,2017 Note

Marketech Marketech Contracting for 100 100 -
International Integrated semiconductor
Corp. Pte. Ltd. automatic supply

system
Marketech Headquarter Investment holding 100 100 -
International International and reinvestment
Corp. Ltd.
Marketech Tiger United Investment holding 100 100 -
International Finance Ltd. and reinvestment
Corp.
Marketech Market Go Investment holding 160 100 -
International Profits Ltd. and reinvestment
Corp.
Marketech MIC-Tech International trade 100 100 -
International Global Corp.
Corp.
Marketech MIC-Tech Trading, installation 1090 100 -
International Viet Nam and repair of various
Corp. Co., Ltd. machinery equipment

and its peripherals
Marketech Marketech Contracting for 100 100 -
International Engineering electrical installing
Corp. Pte. Ltd. construction
Marketech eZoom Research, trading and 100 100 -
International Information, consulting of
Corp. Inc. mformation system

software and

hardware appliance
Marketech Marketech Co., Specialized contracting 100 100 -
International Ltd. and related repair
Corp. services; equipment

sales and repair, sales
of cosmetics and daily
necessities
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Percentage of Ownership (%)

Name of Name of Main business December December
investor subsidiary activities 31,2018 31,2017 Note
Marketech Marketech Design, manufacturing, 1066 100 -
International Integrated installation of
Corp. Manufacturing  automatic production
Company equipment and
Limited its parts
Marketech Marketech Specialized contracting 100 5112 -
[nternational International and related repair
Corp. Sdn. Bhd. services
Marketech PT Marketech  Trading business of 99.92 99.92 -
International International machine equipment
Corp. Indonesia and parts
Marketech Marketech International trade 100 100 -
International Netherlands business of machine
Corp. B.V. and components
and technical service
Marketech ADAT Research, development, 30.30 83.33 Note
International Technology application, and service
Corp. Ltd. of software; supply of
electronic information
and the buying and selling
of equipment
Market Go MIC-Tech Investment holding 100 100 -
Profits Ltd. Ventures and reinvestment
Asia Pacific
Inc.
MIC-Tech Russky H.K. Investment holding 100 100 -
Ventures Asia  Limited and reinvestment
Pacific Inc.
MIC-Tech MICT Investment holding 60 100 -
Ventures Asia  International and reinvestment
Pacific Inc. Limited
MIC-Tech Frontken MIC  Investment holdings 100 100 -
Ventures Asia  Co., Limited and reinvestment

Pacific Inc.
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Percentage of Qwnership (%)

Name of Name of Main business December December
investor subsidiary activities 31,2018 31,2017 Note
MIC-Tech MIC-Tech Design, manufacturing, 100 100 -
Ventures Asia  (WuXi) mnstallation and
Pacific Inc. Co., Ltd. maintenance of

semiconductor device,
crystal dedicated
device, electronic
component device,
environment poliution
preventing equipment;
assembling of
wrapping device and
cooling equipment;
assembling of barbecue
grill; wholesale,
COMIMIssion agency
and import and export
of the aforementioned
products their
components, textile,
commodities, chemical
products and
cosmetics; lease of
self-owned plants;
design, manufacturing,

sales and installation of
automatic warehousing
equipment and
accessories, automatic
logistics transporting
equipment and
accessories; R&D,
sales and installation
of supplementary
engineering in logistics
dispatch system
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Percentage of Ownership (%)

Name of Name of Main business December December
investor subsidiary activities 31, 2018 31,2017 Note
MIC-Tech MIC-Tech Wholesale, commission 100 100 -
Ventures Asia  (Shanghai) agency, maintenance,
Pacific Inc. Corp. repair, manufacture,

import and export of
semiconductor
production, inspection
equipment and its
consumables and
boilers that generate
electricity; storage
and allocation of
mainly chemical and
boiler products;

international and entrepot
trade; trading and trading

agency among
enterprises in customs
bonded area; consukting
services in customs
bonded area
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Percentage of Ownership (%)

Name of Name of Main business December December
investor subsidiary activities 31,2018 31,2017 Note
MIC-Tech MIC-Tech Installation and 100 100 -
Ventures Asia  Electronics construction of mechanical
Pacific Inc. Engineering and electrical systems;
Corp. construction of chemical

and petroleum projects;
construction of public
municipal infrastructure
projects; professional
building renovation and
decoration services; design
and construction of smart
buildings; construction of
electronic projects and
related technical services
and consulting. Building
equipment, building
materials (excluding steel
and cement), electronic
products, chemical
products (excluding
hazardous products),

metal products,
electrical equipment,

wholesale of
communications
equipment,
commission-based agency
(excluding auctions) and
import-export business,
and delivery of all related
and supplementary

services
MIC-Tech Fuzhou Installation and complete 100 100 -
Ventures Asia  Jiwei System services of clean room,
Pacific Inc. Integrated mechanical system,
Co., Ltd. street pipe system
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Percentage of Ownership (%)

Name of Name of Main business December December
investor subsidiary activities 31,2018 31,2017 Note
MIC-Tech SKMIC Design, installation and 49 49 Note
Ventures Asia  (WUXI) repair of semi-
Pacific Inc. Corp. conductor and
transistor facilities,
electronic components
facilities and pollution
prevention equipment,
as well as wholesale,
commission agent and
export/import business
of products listed above,
industrial cleaning,
repair and maintenance
MIC-Tech MIC-Tech Wholesale, 100 100 -
Ventures Asia  China commission agency
Pacific Inc. Trading and import and export
(Shanghai) of chemical products,
Co., Ltd. semiconductors,

inspection equipment
and its consumables,
solar equipment
consumables and
boilers that generate
electricity; international
and entrepot trade,
trading and trading
agency among
enterprises in customs
bonded area; consulting
service for trading;
installation, repair, and
maintenance of
automation equipment,
electronic equipment,
and their parts
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Name of
mvestor

Main business
activities

Name of
subsidiary

Percentage of Ownership (%)

December
31,2017

December
31, 2018

Note

Russky H.K.
Limited

Russky H.K.
Limited

Russky H.K.
Limited

Shanghai Production of scrubber
Maohua
Electronics
Engineering
Co., Ltd. and technology
services of tunnel
system; equipment
repair for
semiconductor
manufacturers;

consulting service for

electrical and medical

equipment wholesale,
commissioned
distribution, export,
import and related
services of electronic
products, machinery
equipment, chemical
products,
communication
equipment, metal
products, plastic
products

ChenGao
M&E
Engineering
{(Shanghai )
Co., Ltd.

Design of
microelectronic
products and display
devices; consulting
service for related
technology and
managemeryt

PT Marketech  Trading business of
International machine equipment
Indonesia and parts

209

bins for semiconductor
manufacturers; design,
installation, debugging

87 87

100 100

0.08 0.08



Percentage of Ownership (%)

Name of Name of Main business December December
mvestor subsidiary activities 31, 2018 31,2017 Note
MICT Integrated Development of special 60 100 -
International ~ Manufacturmg  equipment for solar
Limited & Services cell production,
Co., Ltd. manufacture of optical

engine, lighting source,
projection screen, high
definition projection
cathode-ray tube and
micro-display module,
and production,
cleaning and
regeneration of new
electrical device; sells the
products that
manufactured by itself;
machinery equipment,
research and
development of
production
technology of utilities
equipment, technology
transfer, technology
consulting, technology
service; processing of
metal salvage and junk
(except for hazardous
chemicals and hazardous
waste); metallic material
(except for steels and
noble metal), ceramic
product, paper products
and wholesale, retail and
import and export of
hardware products
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Percentage of Ownership (%)

Name of Name of Main business December December
investor subsidiary activities 31, 2018 31,2017 Note
Frontken Frontken- Research of specialized 100 100 -
MIC Co. MIC (Wuxi) cleaning equipment of
Limited Co., Lid. semiconductor device

and integrated circuit,
cleaning of special
components of
semiconductor device,
integrated circuit and
micromodule and cleaning

technology for
semiconductor
Marketech Marketech Specialized contracting - 48.88 -
Integrated International and related repair
Pte. Ltd. Sdn. Bhd. services
Marketech Marketech Specialized contracting 95 95 -
Engineering Integrated for electrical installing
Pte. Ltd. Construction construction

Co., Ltd.

Note : The Company holds less than 50% share ownership in ADAT Technology Ltd. and its

subsidiary —~ SKMIC (Wuxi) Corp., however, as the definition of control is met, the
subsidiary is included in the consolidated entities.

Subsidiaries not included in the consolidated financial statements: None.
. Adjustments for subsidiaries with different balance sheet dates: None.

Significant restrictions: None.

Mmoo 0

Subsidiaries that have non-controlling interests that are material to the Group: As of December 31,
2018 and 2017, the non-controlling interests amounted to $70,569 and ($975), respectively.
Subsidiaries that have non-controlling interests are not material to the Group.

(4) Foreign currency translation

ltems included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented in New Taiwan dollars (NTD), which

is the Company’s functional and the Group’s presentation currency.
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A. Foreign currency transactions and balances

{a} Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions or valuation where items are remeasured.
Foreign exchange gains and losses resulting from the settlement of such transactions are
recognized in profit or loss in the period in which they arise.

(b) Monetary assets and liabilities denominated in foreign currencies at the period end are re-
translated at the exchange rates prevailing at the balance sheet date. Exchange differences
arising upon re-translation at the balance sheet date are recognized in profit or loss.

(c) Non-monetary assets and liabilities denominated in foreign currencies held at fair value
through profit or loss are re-translated at the exchange rates prevailing at the balance shect
date; their translation differences are recognized in profit or loss. Non-monetary assets and
liabilities denominated in foreign currencies held at fair value through other comprehensive
income are re-translated at the exchange rates prevailing at the balance sheet date; their
translation differences are recognized in other comprehensive income. However, non-
monetary assets and liabilities denominated in foreign currencies that are not measured at fair
value are translated using the historical exchange rates at the dates of the initial transactions.

(d) Foreign exchange gains and loss based on the nature of those transactions are presented in the
statement of comprehensive income within other gains and losses.

B. Translation of foreign operations

(a) The operating results and financial position of all the group entities, associates and joint
arrangements that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:

1. Assets and liabilities for each balance sheet presented are translated at the closing exchange
rate at the date of that balance sheet;

ii. Income and expenses for each statement of comprehensive income are translated at average
exchange rates of that period; and

iil. All resulting exchange differences are recognised in other comprehensive income.

(b) When the foreign operation partially disposed of or sold is an associate or joint arrangements,
exchange differences that were recorded in other comprehensive income are proportionately
reclassified to profit or loss as part of the gain or loss on sale. In addition, even when the Group
still retains partial interest in the former foreign associate or joint arrangements after losing
significant influence over the former foreign associate, or losing joint control of the former
joint arrangements, such transactions should be accounted for as disposal of all interest in these
foreign operations.

(c) When the foreign operation partially disposed of or sold is a subsidiary, cumulative exchange
differences that were recorded in other comprehensive income are proportionately transferred
to the non-controlling interest in this foreign operation. In addition, even when the Group still

retains partial interest in the former foreign subsidiary after losing control of the former foreign
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subsidiary, such transactions should be accounted for as disposal of all interest in the foreign
operation.

(d) Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity and translated at the closing exchange rates at the
balance sheet date.

(5) Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets; otherwise they are
classified as non-current assets:

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

(b) Assets held mainly for trading purposes;

(c) Assets that are expected to be realized within twelve months from the balance sheet date;

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

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

(a) Liabilities that are expected to be paid off within the normal operating cycle;

(b) Liabilities arising mainly from trading activities;

(c) Liabilities that are to be paid off within twelve months from the balance sheet date;

(d) Liabilities for which the repayment date cannot be extended unconditionally to more than
twelve months after the balance sheet date. Terms of a liability that could, at the option of the
counterparty, result in its settlement by the issue of equity instruments do not affect its
classification.

C. Assets and liabilities relating to undertaking construction are classified as a current and non-current
based on operating cycle.

(6) Cash and cash equivalents

A. Cash and cash equivalents include petty cash, bank deposits and other short-term and highly liquid
investments in the statements of cash flows.

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

(7) Financial assets at fair value through profit or loss

Effective 2018

A. Financial assets at fair value through profit or loss are financial assets that are not measured at
amortized cost or fair value through other comprehensive income.
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B. On a regular way purchase or sale basis, financial assets at fair value through profit or foss are
recognized and derecognized using trade date accounting.

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

D. The Group recognizes the dividend income when the right to receive payment is established, future
economic benefits associated with the dividend will flow to the Group and the amount of the
dividend can be measured reliably.

(8) Accounts and notes receivable

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

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

(9) Impairment of financial assets

At each reporting date, for accounts receivable, contract assets and financial guarantee contracts that
have a significant financing component, the Group recognises the impairment provision for 12
months expected credit losses if there has not been a significant increase in credit risk since initial
recognition or recognises the impairment provision for the lifetime expected credit losses (ECLs) if
such credit risk has increased since initial recognition after taking into consideration all reasonable
and verifiable information that includes forecasts. On the other hand, for accounts receivable or
contract assets that do not contain a significant financing component, the Group recognises the
impairment provision for lifetime ECLs.

(10) Derecognition of financial assets

The Group derecognizes a financial asset when the contractual rights to receive the cash flows from
the financial asset expire.
(11) Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined using the
weighted-average method. The cost of finished goods and work in progress comprises raw materials,
direct labor, other direct costs and related production overheads (allocated based on normal
operating capacity). It excludes borrowing costs. The item by item approach is used in applying the
lower of cost and net realizable value. Net realizable value is the estimated selling price in the
ordinary course of business, less the estimated cost of completion and applicable variable selling
expenses.

(12) Investments accounted for using equity method / associates

A. Associates are all entities over which the Group has significant influence but not control. In
general, it is presumed that the investor has significant influence, if an investor holds, directly or
indirectly 20 percent or more of the voting power of the investee. Investments in associates are
accounted for using the equity method and are initially recognized at cost.

B. The Group’s share of its associates’ post-acquisition profits or losses is recognised in profit or

loss, and its share of post-acquisition movements in other comprehensive income is recognised
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in other comprehensive income. When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred legal or constructive obligations or made
payments on behalf of the associate.

C. When changes in an associate’s equity are not recognised in profit or loss or other comprehensive
income of the associate and such changes do not affect the Group’s ownership percentage of the
associate, the Group recognises change in ownership interests in the associate in ‘capital surplus’
in proportion to its ownership.

D. Unrealised gains on transactions between the Group and its associates are eliminated to the extent
of the Group’s interest in the associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred. Accounting policies of
associates have been adjusted where necessary to ensure consistency with the policies adopted
by the Group.

E. In the case that an associate issues new shares and the Group does not subscribe or acquire new
shares proportionately, which results in a change in the Group’s ownership percentage of the
associate but maintains significant influence on the associate, then ‘capital surplus’ and
‘investments accounted for under the equity method’ shall be adjusted for the increase or
decrease of its share of equity interest. If the above condition causes a decrease in the Group’s
ownership percentage of the associate, in addition to the above adjustment, the amounts
previously recognised in other comprehensive income in relation to the associate are reclassified
to profit or loss proportionately on the same basis as would be required if the relevant assets or
liabilities were disposed of.

F. Upon loss of significant influence over an associate, the Group remeasures any investment
retained in the former associate at its fair value. Any difference between fair value and carrying
amount is recognised in profit or loss.

G. When the Group disposes its investment in an associate and loses significant influence over this
associate, the amounts previously recoguised in other comprehensive income in relation to the
associate, are reclassified to profit or loss, on the same basis as would be required if the relevant
assets or liabilities were disposed of. If it retains significant influence over this associate, the
amounts previously recognised in other comprehensive income in relation to the associate are
reclassified to profit or loss proportionately in accordance with the aforementioned approach.

H. When the Group disposes its investment in an associate and loses significant influence over this
associate, the amounts previously recognised as capital surplus in relation to the associate are
transferred to profit or loss. If it retains significant influence over this associate, the amounts
previously recognised as capital surplus in relation to the associate are transferred to profit or
loss proportionately.

(13) Property. plant and equipment

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

B. Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably. The carrying amount of the
replaced part is derecognized. All other repairs and maintenance are charged to profit or loss
during the financial period in which they are incurred.

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

D. The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if
appropriate, at each financial year-end. If expectations for the assets’ residual values and useful
lives differ from previous estimates or the patterns of consumption of the assets’ future economic
benefits embodied in the assets have changed significantly, any change is accounted for as a
change in estimate under IAS 8, ‘Accounting Policies, Changes in Accounting Estimates and
Errors’, from the date of the change. The estimated useful lives of property, plant and equipment

are as follows:

Buildings 2 ~ 55 years
Machinery and equipment 3 ~ 15 years
Other equipment 2 ~ 10 years

{14) Leases (leasee)

Payments made under an operating lease (net of any incentives received from the lessor) are
recognized in profit or loss on a straight-line basis over the lease term.

(15) Intangible assets
A. Computer software

Computer software is stated at cost and amortized on a straight-line basis over its estimated useful
life of | to 3 years.

B. Goodwill
Goodwill arises in a business combination accounted for by applying the acquisition method.

C. Other intangible assets
Other intangible assets are technology royalties which are stated at cost and amortized on a
straight-line basis over the contract duration.

(16) Impairment of non-financial assets

A. The Group assesses at each balance sheet date the recoverable amounts of those assets where
there is an indication that they are impaired. An impairment loss is recognized for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell or value in use. Except for goodwill, when the

circumstances or reasons for recognizing impairment loss for an asset in prior years no longer
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exist or diminish, the impairment loss is reversed. The increased carrying amount due to reversal
should not be more than what the depreciated or amortized historical cost would have been if the
impairment had not been recognized.

B. Goodwill is evaluated annually and is recorded as cost less impairment loss. Impairment loss of
goodwill shall not be reversed.

C. For the purpose of impairment testing, goodwill acquired in a business combination is allocated
to each of the cash-generating units, or groups of cash-generating units, that is/are expected to
benefit from the synergies of the business combination. Fach unit or group of units to which the
goodwill is allocated represents the lowest level within the entity at which the goodwill is
monitored for internal management purposes. Goodwill is monitored at the operating segment
level.

(17) Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are

subsequently stated at amortized cost; any difference between the proceeds (net of transaction costs)

and the redemption value is recognized in profit or loss over the period of the borrowings using the
effective interest method.

{18) Notes and accounts pavable

Notes and accounts payable are obligations to pay for goods or services that have been acquired in
the ordinary course of business from suppliers. They are recognized initially at fair value and
subsequently measured at amortized cost using the effective interest method. However, short-term
accounts payable without bearing interest are subsequently measured at initial invoice amount as
the effect of discounting is immaterial.

(19) Convertible bonds payable
Convertible corporate bonds issued by the Company contain conversion options (that is, the

bondholders have the right to convert the bonds into the Company’s common shares by exchanging

a fixed amount of cash for a fixed number of common shares), call options and put options. The

Company classifies the bonds payable and derivative features embedded in convertible corporate

bonds on initial recognition as a financial asset, a financial liability or an equity instrument (‘capital

surplus - stock options’) in accordance with the substance of the contractual arrangement and the
definitions of a financial asset, a financial liability and an equity instrument, Convertible corporate
bonds are accounted for as follows:

A. Call options and put options embedded in convertible corporate bonds are recognized initially at
net fair value as *financial assets or financial liabilities at fair value through profit or loss’. They
are subsequently remeasured and stated at fair value on each balance sheet date; the gain or loss
is recognized as ‘gain or loss on valuation of financial assets or financial liabilities at fair value
through profit or loss’.

B. Bonds payable of convertible corporate bonds is initially recognised at fair value and

subsequently stated at amortised cost. Any difference between the proceeds and the redemption
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value is accounted for as the premium or discount on bonds payable/ preference share liabilities
and presented as an addition to or deduction from bonds payable, which is amortised in profit or
loss as an adjustment to the ‘finance costs’ over the period of bond circulation using the effective
interest method.

C. Conversion options embedded in convertible corporate bonds issued by the Company, which
meet the definition of an equity instrument, are initially recognized in ‘capital surplus - stock
options’ at the residual amount of total issue price less amounts of ‘financial assets or financial
liabilities at fair value through profit or loss’ and ‘bonds payable - net’ as stated above.
Conversion options are not subsequently remeasured.

D. Any transaction costs directly attributable to the issuance of convertible corporate bonds are
allocated to the liability and equity components in proportion to the allocation of proceeds.

E. When bondholders exercise conversion options, the liability component of the bonds (including
*bonds payable’ and ‘financial assets or financial liabilities at fair value through profit or loss)
shall be remeasured on the conversion date. The book value of common shares issued due to the
conversion shall be based on the adjusted book value of the above-mentioned liability component
plus the book value of capital surplus - stock options.

(20) Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability specified in the contract

is discharged or cancelled or expires.

(21) Financial guarantee contracts

A financial guarantee contract is a contract that requires the Group to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due
in accordance with the original or modified terms of a debt instrument. A financial guarantee contract
is initially recognized at its fair value adjusted for transaction costs on the trade date. After initial
recognition, the financial guarantee is measured at the higher of the initial fair value less cumulative
amortization and the best estimate of the amount required to settle the present obligation on each
balance sheet date.

(22) Non-hedging and embedded derivatives
Non-hedging derivatives are initially recognised at fair value on the date a derivative contract is
entered into and recorded as financial assets or financial liabilities at fair value through profit or loss.
They are subsequently remeasured at fair value and the gains or losses are recognised in profit or
loss.

(23) Employee benefits
A. Short-term employee benefits

Short-term employee benefits are measured at the undiscounted amount of the benefits expected
to be paid in respect of service rendered by employees in a period and should be recognized as

expenses in that period when the employees render service.
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B. Pensions
(a) Defined contribution plans
For defined contribution plans, the contributions are recognised as pension expenses when
they are due on an accrual basis. Prepaid contributions are recognised as an asset to the extent
of a cash refund or a reduction in the future payments.
{b) Defined benefit plans
i. Net obligation under a defined benefit plan is defined as the present value of an amount of
pension benefits that employees will receive on retirement for their services with the Group
in current period or prior periods. The liability recognised in the balance sheet in respect of
defined benefit pension plans is the present value of the defined benefit obligation at the
balance sheet date less the fair value of plan assets. The net defined benefit obligation is
calculated annually by independent actuaries using the projected unit credit method. The
rate used to discount is determined by using interest rates of government bonds (at the
balance sheet date) of a currency and term consistent with the currency and term of the
employment benefit obligations.
ii. Remeasurements arising on defined benefit plans are recognised in other comprehensive
income in the period in which they arise and are recorded as retained earnings.
iil. Past service costs are recognised immediately in profit or loss.
C. Employees’ compensation and directors’ remuneration
Employees’ compensation and directors’ remuneration are recognized as expenses and liabilities,
provided that such recognition is required under legal obligation or constructive obligation and
those amounts can be reliably estimated. Any difference between the resolved amounts and the
subsequently actual distributed amounts is accounted for as changes in estimates.
(24) Employee share-based payment

For the equity-settled share-based payment arrangements, the employee services received are
measured at the fair value of the equity instruments granted at the grant date, and are recognized as
compensation cost over the vesting period, with a corresponding adjustment to equity. The fair value
of the equity instruments granted shall reflect the impact of market vesting conditions and non-
market vesting conditions. Compensation cost is subject to adjustment based on the service
conditions that are expected to be satisfied and the estimates of the number of equity instruments
that are expected to vest under the non-market vesting conditions at each balance sheet date.
Ultimately, the amount of compensation cost recognized is based on the number of equity
instruments that eventually vest.
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(25) Income tax

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

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

C. Deferred tax is recognized, using the balance sheet lability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
consolidated balance sheet. However, the deferred tax is not accounted for if it arises from initial
recognition of goodwill or of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or
loss. Deferred tax is provided on temporary differences arising on investments in subsidiaries
and associates, except where the timing of the reversal of the temporary difference is controlled
by the Group and it is probable that the temporary difference will not reverse in the foreseeable
future. Deferred tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when the related
deferred tax asset is realised or the deferred tax liability is settled.

D. Deferred tax assets are recognized only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilized. At each balance sheet
date, unrecognized and recognized deferred tax assets are reassessed.

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

F. A deferred tax asset shall be recognized for the carryforward of unused tax credits resulting from
acquisitions of equipment or technology, research and development expenditures and equity
investments to the extent that it is possible that future taxable profit will be available against

which the unused tax credits can be utilized.
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(26) Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new

shares or stock options are shown in equity as a deduction, net of tax, from the proceeds.

(27) Dividends
Dividends are recorded in the Company’s financial statements in the period in which they are
approved by the Company’s shareholders. Cash dividends are recorded as liabilities; stock dividends
are recorded as stock dividends to be distributed and are reclassified to ordinary shares on the
effective date of new shares issuance.

(28) Revenue recognition

A. Sales of goods or products

(a) The Group manufactures and sells a range of various integrated circuits, semiconductors,
electrical and computer equipment and materials, chemicals, gas, components. Sales are
recognised when control of the products has transferred, being when the products are
delivered to the customers, the customers have full discretion over the channel and price to
sell the products, and there is no unfulfilled obligation that could affect the customers’
acceptance of the products. Delivery occurs when the products have been shipped to the
specific location, the risks of obsolescence and loss have been transferred to the customers,
and either the customers have accepted the products in accordance with the sales contract, or
the Group has objective evidence that all criteria for acceptance have been satisfied.

(b) Sales revenue from products was recognised at contract price, and the amount was limited to
the part that is highly possible of not incurring a significant reversal. The sales usually are
made with a credit term of 30 days. which is consistent with market practice. As the time
interval between the transfer of committed goods or service and the payment of customer
may possibly exceed one year, the Group does not adjust the transaction price to reflect the
time value of money. However, the individual financial components of contracts are not
significant.

(¢) A receivable is recognised when the goods are delivered as this is the point in time that the
consideration is unconditional because only the passage of time is required before the
payment is due.

B. Construction contract

(a) The Group is engaged in factory affair and mechatronic system including clean room,
automatic supply system of (specialty) gas and chemicals, monitor system, turn-key and
hook-up project services. Construction contract revenue from providing services is
recognised in the accounting period in which the services are rendered. For fixed-price
contracts, revenue is recognised based on the actual service provided to the end of the
reporting period as a proportion of the total services to be provided. This is determined based
on the actual costs spent relative to the total expected costs. The customer pays at the time

specified in the payment schedule. If the services rendered exceed the payment, a contract
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asset is recognized. If the payments exceed the services rendered, a contract liability is
recognized.

(b) The Group’s estimate of revenue, costs and progress towards complete satisfaction of a
performance obligation is subject to a revision whenever there is a change in circumstances.
Any increase or decrease in revenue or costs due to an estimate revision is reflected in profit
or loss during the period when the management becomes aware of the changes in
circumstances.

(29) Business combinations

A. The Group uses the acquisition method to account for business combinations. The consideration
transferred for an acquisition is measured as the fair value of the assets transferred, liabilities
incurred or assumed and equity instruments issued at the acquisition date, plus the fair value of
any assets and liabilities resulting from a contingent consideration arrangement. All acquisition-
related costs are expensed as incurred. Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date. For each business combination, the Group measures at the acquisition date
components of non-controlling interests in the acquiree that are present ownership interests and
entitle their holders to the proportionate share of the entity’s net assets in the event of liquidation
at either fair value or the present ownership instruments’ proportionate share in the recognised
amounts of the acquiree’s identifiable net assets, All other non-controlling interests should be
measured at the acquisition-date fair value.

B. The excess of the consideration transferred, the amount of any non-controlling interest in the
acquiree and the fair value of any previous equity interest in the acquiree over the fair value of
the identifiable assets acquired and the liabilities assumed is recorded as goodwill at the
acquisition date. If the total of consideration transferred, non-controlling interest in the acquiree
recognized and the fair value of previously held equity interest in the acquiree is less than the
fair value of the identifiable assets acquired and the liabilities assumed, the difference is
recognized directly in profit or loss on the acquisition date.

(30) Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to the
Chief Operating Decision-Maker. The Group’s Chief Operating Decision-Maker is responsible for

allocating resources and assessing performance of the operating segments.
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3. CRITICAL ACCOUNTING JUDGEMENTS. ESTIMATES AND KEY SOURCES OF ASSUMPTION
UNCERTAINTY

The preparation of these consolidated financial statements requires management to make critical

judgements in applying the Group’s accounting policies and make critical assumptions and estimates
concerning future events. Assumptions and estimates may differ from the actual results and are
continually evaluated and adjusted based on historical experience and other factors. Such assumptions
and estimates have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year; and the related information is addressed below:

(1) Critical judgements in applying the Company’s accounting policies

None.

(2) Critical accounting estimates and assumptions

A. Construction contract

The Group recognises contract revenue and profit based on management’s evaluation to contract
profit and percentage of completion. Management assesses and adjusts the contract profit and cost
during execution of the contract. The actual result of the total profit and cost may be higher or
lower than the estimation, and the effect is recognised in revenue and profit.

B. Evaluation of mventories

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

C. Assessing the doubtful accounts

During the process of assessing the doubtful accounts, the Group uses judgement and evaluation
to consider collectibility. The collectibility assessment is affected by various factors: customers’
financial conditions, historical transaction records, current economic conditions, etc. If the
collectibility of those accounts is in doubt, the Group will recognize allowance for uncollectible
accounts individually. The evaluation of allowance is based on the status as of balance sheets date
for reasonable expectations of future events. However, the actual results may be different than
estimation. Therefore, it may have significant changes.

6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents

December 31, 2018 December 31, 2017

Cash on hand $ 15,005 8§ 14,144
Checking accounts and demand deposits 2,089,059 2,269,006
Time deposits 51,293 17,422
Total 8 2,155,357 § 2,300,572
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A. The Group transacts with a variety of financial institutions all with high credit quality to disperse
credit risk, so it expects that the probability of counterparty default is remote.

B. Except for the cash and cash equivalents pledged to others as shown in Note 8 that was transferred
to ‘other current assets’, the Group has no cash and cash equivalents pledged to others.

(2) Financial assets at fair value through profit or loss

December 31, 2018

Current items:
Financial assets mandatorily measured at fair value through profit or loss

Listed stocks $ 15,442
Hybrid instruments-call provision of convertible corporate bonds

(Note 6(11)) 250

15,692

Valuation adjustment 75,252

Total $ 90,944

Non-current items:
Financial assets mandatorily measured at fair value through profit or loss

Listed stocks $ 17,019
Unlisted stocks 345,238
Hybrid instruments-convertible corporate bonds 23,646
385,903

Valuation adjustment 29,565
Total $ 415,468

Prepayments to long-term mvestments (listed as 'other non-current assets")

Unlisted stocks $ 4,300

A. Amounts recognised in profit or loss in relation to financial assets at fair value through profit or

loss are listed below:

Year ended December 31, 2018

Financial assets mandatorily measured at fair
value through profit or loss

Equity instruments $ 93,338
Hybrid instruments { 204)
$ 93,134

B. The Group has no financial assets at fair value through profit or loss pledged to others.

C. Information relating to credit risk of financial assets at fair value through profit or loss is provided
in Note 12(2).

D. Information on financial assets at fair value through profit or loss for the year ended December 31,
2017 is provided in Note 12(4).
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(3) Notes and accounts receivable

Notes receivable
Less: Loss allowance

Total

Accounts receivable
Less: Loss allowance

Total

December 31, 2018

December 31, 2017

(

$ 95,991 § 175,641
- 8,494)

$ 95,991 § 167,147
December 31, 2018  December 31, 2017
$ 4,766,868 § 4,277,063
615,674) ( 378,156)

$ 4,151,194 § 3,898,907

A. The ageing analysis of accounts receivable that were past due but not impaired is as follows:

(2) Notes receivable

Without past due
Up to 90 days

(b) Accounts receivable

Without past due
Up to 90 days

91 to 180 days
181 to 365 days
Over 365 days

December 31, 2018  December 31, 2017
$ 95,991 § 167,147

- 8,494
$ 95,991 § 175,641

December 31, 2018

December 31, 2017

$ 3,266,339 § 2,763,353
546,472 479,289
154,711 99,915
184,105 176,846
724,722 757,828
$ 4,876,349 § 4,277.231

The above ageing analysis was based on past due date.

B. AsofDecember 31, 2018 and 2017, without taking into account any collateral held or other credit

enhancements, the maximum exposure to credit risk in respect of the amount that best represents
the Group’s notes receivable were $95,991 and $167,147, respectively. As of December 31, 2018

and 2017, without taking into account any collateral held or other credit enhancements, the

maximum exposure to credit risk in respect of the amount that best represents the Group’s

accounts receivable were $4,151,194 and $3,898.,907, respectively.

C. The Group does not hold any collateral as security.

D. Information relating to credit risk is provided in Note 12(2).
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(4) Inventories

December 31, 2018

Allowance for
valuation loss and
loss on obsolete
and slow-moving

Cost mventories Book value
Materials $ 538,814 ($ 27,922y $ 510,892
Merchandise inventory 617,983 ( 85,195) 532,788
Raw materials 908,155 ( 29,328) 878,827
Supplies 42,119 ( 2,866) 39,253
Work in process 1,478,925 ( 22,960) 1,455,965
Semi-finished goods and finished goods 417,758 ( 34,669) 383,089
Total $ 4,003,754 ($ 202,940y $ 3,800,814

December 31, 2017

Allowance for
valuation loss and
loss on obsolete
and slow-moving

Cost inventories Book value
Materials $ 319,700 (S 22,087) $ 297,613
Merchandise inventory 785,052 ( 73,129) 711,923
Raw materials 591,528 ( 18,582) 572,946
Supplies 33,770 ( 1,999) 31,771
Work in process 1,286,363 ( 39,749) 1,246,614
Semi-finished goods and finished goods 206,197 ( 17,303) 188,894
Total $ 3,222,610 (% 172,849) § 3,049,761

A. Relevant expenses of inventories recognised as operating costs for the years ended December 31,
2018 and 2017 are as follows:

Years ended December 31,

2018 2017
Construction cost $ 11,930,987 § 9,202,564
Cost of sales 8,647,631 7,816,885
Other operating cost 986,936 830,148
Loss on market value decline and obsolete
and slow-moving inventories 30,973 61,060
Total $ 21,596,527 § 17,910,657

B. The Group has no inventories pledged to others.
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(5) Prepayments
December 31, 2018  December 31, 2017

Prepayment for purchases 3 347988 § 683,113
Others 73,963 128,713
Total $ 421,951 § 811,826
(6) Investments accounted for using equity method
A. Details of investments accounted for using the equity method:
December 31, 2018 December 31, 2017
Carrying % interest Carrying % mterest
amount held amount held
Glory Technology Service Inc. $ 61,236 2024% § 46,153 34.11%
MIC Techno Co., Ltd. 1,842 20% 1,849 20%
Leader Fortune Enterprise Co., Ltd.( 4,638) 31.43% 4,115 31.43%
58,440 52,117
Add: Credit of long-term equity
investment transfer to‘other
non-current liabilities, others’ 4,638 -
Total $§ 63,078 $ 52,117

B. Associates
Associates using equity method are all individually immaterial and the Group’s share of the

operating results are summarized below:
Years ended December 31,

2018 2017
(Loss) Profit for the year from continuing (3 14,610) § 15,154
operations
Other comprehensive income (loss) - net of tax 605 ( 465)
Total comprehensive (loss) income 3 14,005) $ 14,689

C. The investment accounted for using equity method for the years ended December 31, 2018 and
2017 was evaluated based on the financial statements of the entity which were audited by

independent accountants.
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(8) Short-term borrowings

December 31, 2018 Interest rate range Collateral
Bank borrowings
Credit borrowings 3 2,610,697 0.88%~5.4971% None
Mortgage loan 24,728  3.39883%~3.40633% Bui}dings
$ 2,635,425
December 31, 2017 Interest rate range Collateral
Bank borrowings
Credit borrowings A 1,992,148 0.88%~5.133% None
Mortgage loan 20,034 2.75513%~2.88188% Bui}dings

$ 2,012,182

Details of mortgage loan are provided in Note 8.

(9) Other payables

December 31, 2018  December 31, 2017

Salaries and bonus payable $ 383,471 § 350,061
Accrued employees’ compensation and

directors’ remuneration 152,657 123,169

Others 52,813 70,794

Total $ 588,941 § 544,024

(10) Advance receipts

December 31, 2018

December 31, 2017

Sales revenue received in advance $ - % 931,407
Others 28,545 83,481
Total 3 28,545 § 1,014,888

(11) Bonds pavable
December 31, 2018

December 31, 2017

Bonds payable $ 11,900 $ 206,100
Less: Discount on bonds payable ( 134) ( 5,901)
11,766 200,199
Less: Long-term liabilities, current portion ( 11,766) -
Total $ - $ 200,199

A. The Company issued the 3rd domestic unsecured convertible bonds, as approved by the
regulatory authority on August I, 2016. The terms and conditions are as follows:

(a) Total issuance amount: $500,000

(b) Issuance period: 3 years, and a circulation period from August 22, 2016 to August 22, 2019.

(c) Coupon rate: 0%

(d) Converston period: The bondholders have the right to ask for conversion of the bonds into
common shares of the Company during the period from the date after one month of the bonds
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before the maturity date, except the stop transfer period as specified in the terms of the bonds
or the laws/regulations. The rights and obligations of the new shares converted from the
bonds are the same as the issued and outstanding common shares.

(e) The conversion price of the bonds is set up based on the pricing model in the terms of the
bonds, and is subject to adjustments if the condition of the anti-dilution provisions occurs
subsequently. The conversion price will be reset based on the pricing model in the terms of
the bonds on each effective date regulated by the terms. If the reset conversion price is higher
than the conversion price before the reset, the conversion price will not be adjusted.

(f) Redemption Method:
i. Redemption on the maturity date: Redeemed in cash at face value at the maturity date.

ii. Redemption before the maturity date: The Company may repurchase all the bonds
outstanding in cash at the bonds’ face value at any time after the following events occur:
(i) the closing price of the Company common shares is above the then conversion price
by 30% for 30 consecutive trading days during the period from the date after one month
of the bonds issue to 40 days before the maturity date, or (i1) the outstanding balance of
the bonds is less than 10% of total initial issue amount during the period from the date
after one month of the bonds issue to 40 days before the maturity date.

iii. Under the terms of the bonds, all bonds redeemed, matured and converted are retired and
not to be re-issued; all rights and obligations attached to the bonds are also extinguished.

(g) For the year ended December 31, 2018, the convertible corporate bonds with par value
totaling $194,200 have been converted into 7,523 thousand ordinary shares, generating
capital surplus of $123,663 and resulting in a decrease in ‘capital surplus - stock options’ by
$8,209.

(h) As of December 31, 2018, the convertible corporate bonds with par value totaling $488,100
have been converted into 18,047 thousands of ordinary shares, generating capital surplus of
$312,414 and resulting in a decrease in ‘capital surplus - stock options’ by $20,633.

. Regarding the issuance of convertible bonds, the equity conversion options amounting to
$21,136 were separated from the liability component and were recognised in ‘capital surplus -
stock options® in accordance with TAS 32. The call options embedded in bonds payable were
separated from their host contracts and were recognised in ‘financial assets or liabilities at fair
value through profit or loss” in net amount in accordance with IAS 39 because the economic
characteristics and risks of the embedded derivatives were not closely related to those of the host
contracts. The effective interest rates of the bonds payable after such separation is 1.788%.
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(12) Long-term borrowings

Type of borrowings

Borrowing period and
repayment term

Interest rate Collateral December 31, 2018

Long-term bank
borrowings
Credit borrowings

Type of borrowings

Borrowing period is from
December 27, 2018 to
March 27, 2020;

interest is repayable
monthly; payable at
maturity date

Borrowing period and
repayment term

Interest rate Collateral

0.985%

None 3

200,000

December 31, 2017

Long-term bank
borrowings
Credit borrowings

Borrowmg period is from

0.92%

None $

200,000

December 29, 2017 to
March 29, 2019;
interest is repayable
monthly; pavable at
maturity date

(13) Pensions

A. (a) The Company has a defined benefit pension plan in accordance with the Labor Standards Law,

covering all regular employees” service years prior to the enforcement of the Labor Pension
Act on July 1, 2005 and service years thereafter of employees who chose to continue to be
subject to the pension mechanism under the Law. Under the defined benefit pension plan, two
units are accrued for each year of service for the first 15 years and one unit for each additional
year thereafter, subject to a maximum of 45 units. Pension benefits are based on the number
of units accrued and the average monthly salaries and wages of the last 6 months prior to
retirement. The Company contributes monthly an amount equal to 2% of the employees’
monthly salaries and wages to the retirement fund deposited with Bank of Taiwan, the trustee,
under the name of the independent retirement fund committee. Also, the Company would
assess the balance in the aforementioned labor pension reserve account by the end of
December 31, every year. If the account balance is insufficient to pay the pension calculated
by the aforementioned method to the employees expected to qualify for retirement in the
following year, the Company will make contributions to cover the deficit by next March.

(b) The amounts recognized in the balance sheet are as follows:

December 31, 2018 December 31, 2017

Present value of defined benefit obligations $ 290,342 $ 272,010
Fair value of plan assets ( 128,385) ( 117,996)
Net defined benefit liability 5 161,957 § 154,014
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(c) Movements in net defined benefit liabilities are as follows:

Year ended December 31, 2018
Balance at January 1

Current service cost

Interest (expense) income

Remeasurements:

Return on plan assets (excluding
amounts included in interest
mcome or expense)

Change in demographic
assumptions

Change in financial assumptions

Experience adjustments

Pension fund contribution
Balance at December 31

Year ended December 31, 2017
Balance at January 1

Current service cost

Interest (expense) income

Remeasurements:

Return on plan assets (excluding
amounts included in interest
income or expense)

Change in demographic
assumptions

Change in financial assumptions

Experience adjustments

Pension fund contribution
Paid pension
Balance at December 31

Present value of Net defined
defined benefit Fair value of benefit
obligations plan assets liability
($ 272,010) $ 117,996 ($ 154,014)
( 1,279) - { 1,279)
( 3,381) 1,494 ( 1,887)
( 276,670) 119,490 ( 157,180)
- 3,234 3,234
( 2,201) - 2,200)
( 8,629) - ( 8,629
( 2,842) - 2,842)
( 13,672) 3,234 ( 10,438)
- 5,661 5,661
($ 290,342y § 128,385 ($ 161,957)
Present value of Net defined
defined benefit Fair value of benefit
obligations plan assets liability
(8 257,124) § 112,481 (% 144,643)
( 1,249) - 1,249)
{ 3,812) 1,688 ( 2,124)
( 262,185) 114,169 ( 148,016)
- ( 830) ( 830)
( 1,593) - { 1,593)
( 8,564) - 8,564)
( 242) - 242)
( 10,399) ( 830) ( 11,229)
- 5,231 5,231
574 ( 574) -
($ 272,010) $ 117,996 ($ 154,014)
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(d) The Bank of Taiwan was commissioned to manage the Fund of the Company’s and domestic
subsidiaries’ defined benefit pension plan in accordance with the Fund’s annual investment
and utilization plan and the “Regulations for Revenues, Expenditures, Safeguard and
Utilization of the Labor Retirement Fund” (Article 6: The scope of utitization for the Fund
includes deposit in domestic or foreign financial institutions, investment in domestic or
foreign listed, over-the-counter, or private placement equity securities, investment in
domestic or foreign real estate securitization products, etc.). With regard to the utifization of
the Fund, its minimum earnings in the annual distributions on the final financial statements
shall be no less than the earnings attainable from the amounts accrued from two-year time
deposits with the interest rates offered by local banks. If the earnings is less than
aforementioned rates, government shall make payment for the deficit after being authorized
by the Regulator. The Company has no right to participate in managing and operating that
fund and hence the Company is unable to disclose the classification of plan asset fair value in
accordance with IAS 19 paragraph 142. The composition of fair value of plan assets as of
December 31, 2018 and 2017 is given in the Annual Labor Retirement Fund Utilization
Report announced by the government.

(e) The principal actuarial assumptions used were as follows:

Years ended December 31,

2018 2017
Discount rate 1.00% 1.25%
Future salary increases 2.00% 2.00%

Assumptions regarding future mortality experience are set based on the 5th Taiwan Standard
Ordinary Experience Mortality Table.

Because the main actuarial assumption changed, the present value of defined benefit
obligation is affected. The analysis was as follows:

Discount rate Future salary increases
Increase Decrease Increase Decrease
0.25% 0.25% 0.25% 0.25%
December 31, 2018
Effect on present value
of defined benefit
Qbiigation ($ 8,713) 3 9,087 $§ 8,974 ($ 8,650)
December 31, 2017
Effect on present value
of defined benefit
obligation (3 8.626) $ 9,011 § 8,921 (% 8,584)

The sensitivity analysis above is based on other conditions that are unchanged but only one
assumption is changed. In practice, more than one assumption may change all at once. The
method of analysing sensitivity and the method of calculating net pension liability in the
balance sheet are the same.

The method and assumptions used for the preparation of sensitivity analysis during 2018 and
2017 are the same.
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(f) Expected contributions to the defined benefit pension plans of the Company for the year
ending December 31, 2019 amounts to $6,009.

(2) As of December 31, 2018, the weighted average duration of the defined benefit retirement
plan is 12 years.

B. (a) Effective July 1, 2005, the Company and its domestic subsidiaries have established a defined
contribution pension plan (the “New Plan”™) under the Labor Pension Act (the “Act”),
covering all regular employees with R.O.C. nationality. Under the New Plan, the Company
contributes monthly an amount based on 6% of the employees” monthly salaries and wages
to the employees’ individual pension accounts at the Bureau of Labor Insurance. The benefits
accrued are paid monthly or in lump sum upon termination of employment.

(b) The Company’s Mainland China subsidiaries have a defined contribution plan. Monthly
contributions to an independent fund administered by the government in accordance with the
pension regulations in the People’s Republic of China (PRC) are based on certain percentage
of employees’ monthly salaries and wages. Other than the monthly contributions, the Group
has no further obligations.

(c) Certain overseas subsidiaries have a defined contribution plan. Contributions to an
independent fund are based on certain percentage of employees’ monthly salaries and wages
and are recognised as pension cost. Other than the monthly contributions, the Group has no
further obligations.

(d) The pension costs under the defined contribution pension plans of the Group for the years
ended December 31, 2018 and 2017 were $98,556 and $89,738, respectively.

(14) Share-based payment

A. For the years ended December 31, 2018 and 2017, the Company’s share-based payment

arrangements were as follows:

Quantity
Type of granted Contract Vesting
arrangement Grant date (in thousands) period conditions
Employee stock 2015.9.11 3,956 6 years 2~4 years’
options service

The share-based payment arrangements above are all settled by equity.
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. Details of the share-based payment arrangements are as follows:

Years ended December 31,

2018 2017
Weighted- Weighted-
average average
No. of exercise price No.of  exercise price
options (in dollars) options {in dollars)
Options outstanding at beginning
of the year 2456 $ 17.30 3,956 % 18.20
Options granted - - - -
Options exercised ( 1,052) 16.70 ( 1,423) 17.30
Options forfeited ( 79) - ( 77) -
Options outstanding at end of the
year 1,325 16.70 2,456 17.30
Options exercisable at end of the
year 33 520
Options approved but not yet
issued at end of the year 44 44

C. The expiry date and exercise price of stock options outstanding at balance sheet date are as

follows:
December 31, 2018
Issue date No. of shares Exercise price
approved Expiry date (in thousands) (in dollars)
2015.9.11 2021.9.10 1,325 § 16.70
December 31, 2017
Issue date No. of shares Exercise price
approved Expiry date (in thousands) {(in dollars)
2015.9.11 2021.9.10 2,456 $ 17.30

D. The fair value of stock options granted on grant date is measured using the Black-Scholes option-

pricing model. Relevant information is as follows:

Exercise Expected Fair value
Type of Grant Stock price price price Expected Expected Risk-free per unit
arrangement date {(in dollars) (in dollars) volatility  option life  dividends interestrate (in dollars)
Employee 20159.11  § 19.60 % [9.60 34.91% 4.375 0% 0.81% $  5.8326
stock years
options

E. Expenses incurred on share-based payment transactions are $2,580 and $7,901 for the years ended
December 31, 2018 and 2017, respectively.
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(15) Share capital
A. As of December 31, 2018, the Company’s authorised capital was $2,500,000, consisting of 250

million shares of ordinary stock (including 9,800 thousand shares reserved for employee stock
options), and the paid-in capital was $1,840,971 with a par value of $10 (in dollars) per share
amounting to 184,097,147 shares. All proceeds from shares issued have been collected.

B. Movements in the number of the Company’s ordinary shares outstanding are as follows:

Years ended December 31,

2018 2017
At January 1 177,016,429 165,069,756
Conversion of convertible bonds 7,522,835 10,524,173
Exercise of employee stock options 1,052,000 1,422,500
At December 31 185,591,264 177,016,429

(16) Capital surplus

Pursuant to the R.0.C. Company Act, capital surplus arising from paid-in capital in excess of par
value on issuance of common stocks and donations can be used to cover accumulated deficit or to
issue new stocks or cash to shareholders in proportion to their share ownership, provided that the
Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Act requires that
the amount of capital surplus to be capitalised mentioned above should not exceed 10% of the paid-
in capital each year. Capital surpius should not be used to cover accumulated deficit unless the legal
reserve is insufficient.

Details of movements in capital surplus are as follows:

Year ended December 31, 2018

Employee
Share premium  stock options  Stock options _ Others Total

At January 1 $ 822,905 % 11,089 $§ 8712 § 351 § 843,057
Exercise of

employee

stock options 13,391 ( 6,101) - - 7,290
Compensation cost

of employee stock

options - 2,580 - - 2,580
Changes in equity of

associates and joit

ventures accounted

for using equity

method - - - 2,000 2,000
Conversion of

convertible bonds 123,663 - { 8,209 - 115,454
At December 31 $ 959,959 § 7,568 § 503§ 2,351 § 970,381
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Year ended December 31, 2017

Employee

Share premium  stock options  Stock options  Others Total
At January 1 5 616,003 § 10,956 $ 21,136 $ 351 $648,446
Exercise of
employee
stock options 18,151 ( 7,768) - - 10,383
Compensation cost
of employee stock
options - 7,901 - - 7,901
Conversion of
convertible bonds 188,751 - 12,424) - 176,327
At December 31 $ 822,905 § 11,089 § 8,712 § 351 $843,057

{17) Retained earnings

A. Under the Company’s Articles of Incorporation, the current year’s earnings, if any, shall first be
used to pay all taxes and offset prior years’ operating losses and then 10% of the remaining
amount shall be set aside as legal reserve and special reserve. The remaining amount along with
the prior years’ unappropriated earnings are resolved by the Board of Directors and proposed to
the stockholders for appropriation or reserve.

B. The Company’s dividend policy is summarized below: in consideration of the overall
environment development and industrial growth, fulfilling future operation development needs
as priority and optimizing financial structure, distribution of dividends shall not exceed 50% of
the stock dividends distributed.

C. Except for covering accumulated deficit or issuing new stocks or cash to shareholders in
proportion to their share ownership, the legal reserve shall not be used for any other purpose.
The use of legal reserve for the issuance of stocks or cash to shareholders in proportion to their
share ownership is permitted, provided that the distribution of the reserve is limited to the portion
in excess of 25% of the Company’s paid-in capital.

D. (a)ln accordance with the regulations, the Company shall set aside special reserve from the debit
balance on other equity items at the balance sheet date before distributing earnings. When
debit balance on other equity items is reversed subsequently, the reversed amount could be
included in the distributable earnings.

(b)The amounts previously set aside by the Company as special reserve on initial application of
IFRSs in accordance with Financial-Supervisory-Securities-Firms No. 1010012865, dated
April 6, 2012, shall be reversed proportionately when the relevant assets are used, disposed of
or reclassified subsequently.
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E. (a) Details of 2017 and 2016 earnings appropriation resolved by the shareholders on May 30,
2018 and May 26, 2017, respectively are as follows:

Years ended December 31,

2017 2016
Dividends Dividends
per share per share
Amount (in doilars) Amount (in dollars)
Legal reserve $ 65,295 § - 3% 51,515 % -
Cash dividends 442,541 2.5 363,153 2.2
Total 3 507,836 $ 414,668

The earnings appropriation for the years ended December 31, 2017 and 2016 listed above
had no difference from that proposed by the Board of Directors on February 24, 2018 and
February 20, 2017, respectively.

Information about the earnings distribution of 2017 and 2016 as approved by the Board of
Directors and resolved by the shareholders will be posted in the “Market Observation Post
System” at the website of the Taiwan Stock Exchange.

(b) Details of 2018 earnings appropriation proposed by the Board of Directors on February 18,
2019 are as follows:

Year ended December 31, 2018

Dividends
per share
Amount (in dollars)
Legal reserve $ 79,258 § -
Cash dividends 556,774 3.0
Total $ 636,032

Information about the earnings appropriation for 2018 by the Company as approved by the
Board of Directors will be posted in the “Market Observation Post System” at the website of
the Taiwan Stock Exchange.

The earnings appropriation of 2018 has not been resolved by the shareholders, thus, no
dividend was accrued in these separate financial statements.

F. For the information relating to employees’ compensation and directors’ and supervisors’
remuneration, please refer to Note 6(21).

(18) Operating revenue

Year ended December 31, 2018

Sales contract revenue $ 10,002,731
Construction contract revenue 12,881,136
Other contract revenue 1,531,856
Total 3 24,415,723
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A. Disaggregation of revenue from contracts with customers
The Group derives revenue from the transfer of goods and services over time and at a point in

time in the following major product lines:

Year ended December 31, 2_01 8

R&D and manufacturing of customized equipment $ 7,321,516
Total Facility Engineering Turnkey Project 6,985,209
Sales and service of high-tech equipment and materials 5,376,632
Automatic supplying system 4,728,366
Total $ 24,415,723
Timing of revenue recognition

At a point in time $ 10,425,153

Over time 13,990,570
Total $ 24,415,723

B. Contract assets and liabilities

(a) The Group has recognized the following revenue-related contract assets and liabilities:

December 31, 2018

Contract assets:

Contract assets — construction contracts $ 4,229, 541

Contract liabilities:
Contract liabilities — construction contracts $ 2,202,925
Contract liabilities — sales contracts 1,088,219
Contract liabilities — service contracts 29,322
$ 3,320,466

(b) Revenue recognized that was included in the contract liability balance at the beginning of the

year:

Year ended December 31, 2018

Revenue recognised that was included in the contract
liability balance at the beginning of the year

Construction contracts $ 1,437,587
Sales contracts 421,636
Service contracts 30,356

$ 1,889,579

(c) All contracts of the Group are for pertods of one year or less or are billed based on time
incurred. As permitted under IFRS 15, the transaction prices allocated to these unsatisfied
contracts are not disclosed.

C. Information on operating revenue for the year ended December 31, 2017 is provided in Note 12(5)

B.
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(19) Other income

Years ended December 31,

2018 2017
Government grants revenue $ 42,114 § 17,774
Dividend income 14,485 16,935
Rental revenue 4,496 4,733
Interest income 8,349 7,881
Other income 23,361 15,731
Total S 92,805 §$ 63,054

(20) Other gains and losses

Years ended December 31,

2018 2017

Net gains on financial assets at farr value through

profit or loss $ 93,134 % 9,846
Foreign exchange gains (losses) 11,947 ( 17,501)
Gains on disposals of investments - 35,556
Impairment loss on financial assets - ( 15,243)
Other losses ( 1,883) ( 4,800)
Total $ 103,198 § 7,858

(21) Employee benefit expense, depreciation and amortisation

A. Employee benefit expense, depreciation and amortisation
Year ended December 31, 2018

Operating
Operating costs expenses Total
Employee benefit expense
Wages and salaries $ 680,255 $ 876,893 § 1,557,148
Compensation cost of employee
stock options - 2,580 2,580
Labour and health insurance fees 67,800 65,315 133,115
Pension costs 51,508 50,124 101,722
Other employee benefit expense 21,734 24877 46,611
Depreciation 74,016 46,016 120,032
Amortisation 8,289 8,865 17,154
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Year ended December 31, 2017

Operating
Operating costs exXpenses Total

Employee benefit expense

Wages and salaries $ 592,674 § 817,814 $ 1,410,488

Compensation cost of employee - 7,901 7,901

stock options

Labour and health insurance fees 62,968 60,639 123,607

Pension costs 47,826 45,285 93,111

Other employee benefit expense 18,735 21,382 40,117
Depreciation 62,971 46,149 109,120
Amortisation 11,827 8,604 20,431

B. Employees’ compensation and directors’ remuneration

(a) According to the Articles of Incorporation of the Company, a ratio of distributable profit of
the current year, shall not be higher than 3% for directors’ remuneration and shall be 1~15%
for employees’ compensation. If the company has accumulated deficit, earnings should be
reserved to cover losses.

(b) For the years ended December 31, 2018 and 2017, employees’ compensation and directors’
remuneration are accrued as follows:

Years ended December 31,

2018 2017
Employees’ compensation $ 111,000 $ 89,000
Directors’ remuneration 11,111 10,431
) 122,111  $ 99,431

For the year ended December 31, 2018, employees’ compensation and directors’
remuneration were estimated and accrued based on 9.95% and 1.14% of distributable profit
of current year as of the end of reporting period. The employees’ compensation and
directors’and supervisors’ remuneration for 2018 resolved by the Board of Directors on
February 18, 2019 were $111,00 and $11,111, respectively, and the employees’compensation
will be distributed in the form of cash.

Employees’ compensation and directors’ remuneration for 2017 as resolved
by the Board of Directors were in agreement with those amounts recognised in the 2017
financial statements.

Information about employees’ compensation and directors’ remuneration of the Company as
resolved at the meeting of Board of Directors will be posted in the “Market Observation Post
System” at the website of the Taiwan Stock Exchange.
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(22} Income tax

A. Income tax expense

(a) Components of income tax expense:

Years ended December 31,

2018 2017

Current tax

Current tax on profits for the year $ 215,736  § 164,472

Tax on undistributed earnings 6,790 8,669

Adjustments in respect of prior years 4,600 ( 244)

Total current tax 227,126 172,897
Deferred tax

Origination and reversal of temporary

differences 12,055 ( 7,751)

Impact of change in tax rate { 20,506) -

Income tax expense $ 218,675 § 165,146

(b) The income tax (charge)/credit relating to components of other comprehensive income is as
follows:

Years ended December 31,

2018 2017
Currency translation differences of
foreign operations $ 14,002 § 9,681
Remeasurements of defined benefit
obligations 2,859 1,909
$ 16,861 § 11,590

B. Reconciliation between income tax expense and accounting profit

Years ended December 31,

2018 2017

Tax calculated based on profit before

tax and statutory tax rate (Note) $ 200,168 $ 138,376
Effect of items disallowed by tax regulation 7.216 18,345
Tax on undistributed earnings 6,790 8,669
Adjustments in respect of prior years 4,600 ( 244)
Effect from changes in tax regulation ( 20,506) -
Change in assessment of realisation of

deferred tax assets 20,407 -
Income tax expense $ 218,675 § 165,146

Note: The basis for computing the applicable tax rate are the rates applicable in the respective

countries where the Group entities operate.
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Year ended December 31, 2018

C. Amounts of deferred tax assets or liabilities as a result of temporary differences are as follows:

Recognized
in other
Recognized in comprehensive
January 1 profit or loss mcome December 31
Temporary differences:
— Deferred tax assets:
{.oss allowance $ 32,399 § 12,778  § - 3 45,177
Valuation loss and loss 18,020 11,980 - 30,000
for market value
decline and obsolete
and slow-moving
inventories
Defined benefit 26,182 3,350 2,859 32,391
obligation
Impairment loss on 7.097 1,252 - 8,349
financial assets
Unused compensated 10,098 1,129 - 11,227
absences payable
Unrealised loss on 24,015 ( 23,300) - 715
investments
Unrealised construction
loss ' 674 4,186 - 4,860
Unrealised exchange
loss 2,089 ( 2,089) - -
FExchange differences
on translation 2,340 - 14,002 16,342
Subtotal 122,914 9,286 16,861 149,061
—Deferred tax liabilities:
Unrealised exchange
gain - 833) - 835)
Subtotal - ( 835) - 835)
Total $ 122,914 § 8,451 § 16,861 § 148,226
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Year ended December 31, 2017
Recognized
in other
Recognized in comprehensive

January 1 profit or loss income December 31

Temporary differences:
—Deferred tax assets:
Loss allowance $ 32,355 % 44 3 - 3 32,399
Valuation loss and ioss 11,390 6,630 - 18,020
for market value
decline and obsolete
and slow-moving
inventories
Defined benefit 24,589 ( 316) 1,909 26,182
obligation
Impairment loss on 4,506 2,591 - 7,097
financial assets
Unused compensated 7,241 2,857 - 10,098
absences payable
Unrealised loss on 32,079 ( 8,064) - 24,015
investments
Unrealised construction
loss 1,763 ( 1,089) - 674
Unrealised exchange
loss - 2,089 - 2,089
Fxchange differences
on translation - - 2,340 2,340
Subtotal 113,923 4,742 4,249 122,914

— Deferred tax liabilities:
Unrealised exchange ( 3,009) 3,009 - -
gain
Exchange differences
on translation ( 7,341) . 7,341 -
Subtotal ( 10,350) 3,009 7,341 -

Total $ 103,573 § 7,751  $ 11,590 § 122,914

D. Assessment of the Company’s and domestic subsidiary’s income tax returns is as follows:

Assessment
The Company Through 2016
eZoom Information, Inc. Through 2016

E. Under the amendments to the Income Tax Act which was promulgated by the President of the
Republic of China in February, 2018, the Company’s applicable income tax rate was raised from
17% to 20% effective from January I, 2018. The Group has assessed the impact of the change in
income tax rate.
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(23) Earnings per share

Basic earnings per share
Profit attributable to ordinary

shareholders of the parent

Diluted earnings per share
Assumed conversion of all dilutive
potential ordinary shares
Convertible bonds
Employee stock option

Employees’ compensation

Profit attributable to ordinary
shareholders of the parent plus
assumed conversion of all
dilutive potential ordinary shares

Basic earnings per share
Profit attributable to ordinary
shareholders of the parent
Diluted earnings per share
Assumed conversion of all dilutive
potential ordinary shares
Convertible bonds
Employee stock option

Employees’ compensation

Profit attributable to ordinary
shareholders of the parent plus
assumed conversion of all
dilutive potential ordinary shares

Year ended December 31, 2018

Weighted average
number of
ordinary shares
outstanding
(shares in

Amount after tax thousands)

Earnings per

share (in dollars)

$ 792,582

1,799 5,191
- 855
- 2,654

$ 794,381

180,063 §

440

188,763 §

4.21

Year ended December 31, 2017

Weighted average
number of
ordinary shares
outstanding
(shares in

Amount after tax thousands)

Eamings per
share (in dollars)

$ 652,951

3,830 10,230
- 1,152
- 2,605

$ 656,781

173,068 §

3.77

187,055 $

3.51
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(24) Operating leases

Details are provided in Note 9(1).

(25) Supplemental cash flow information

Years ended December 31,

2018 2017
Convertible bonds being converted to capital stocks 3 190,683 § 281,568
{26) Changes in liabilities from financing activities
Short-term Long-term Liabilities from
borrowings borrowings  financing activities-gross
At January 1, 2018 $ 2,012,182 § 200,000 3 2,212,182
Changes in cash flow from
financing activitics 644,096 - 644,096
Impact of changes in foreign
exchange rate ( 20,853) - ( 20,853)
At December 31, 2018 $ 2635425 § 200,000 $ 2,835,425

7. RELATED PARTY TRANSACTIONS

(1) Parent company

The Company is controlled by Ennoconn International Investment Co., Ltd. (registered in the
Republic of China), who owns 44.97% of the shares of the Company. The remaining 55.03% of the
shares of the Company are held by the general public. The ultimate parent company of the Company
is Ennoconn Corporation (registered in the Republic of China).

(2) Names of related parties and relationship

Names of related parties Relationship with the Group
Japan Pionics Co., Ltd Other related parties
Chung-Hsin Precision Machinery "
Co., Ltd.

Shenzhen Hyper Power Information
Technology Co., Ltd.

Hon Hai Precision Industry Co., Ltd. "

Chung-Hsin Electric & Machinery
Mfeg. Corp.

Hong Kong Ennopower Information
Technology Co., Limited
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Names of related parties Relationship with the Group

MIC Techno Co., Ltd. Associates
Glory Technology Service Inc. "
Macrotec Technology Corp. Entities controlled by key management or entities with

significant influence
Probel.eader Co., Ltd. "

STS Glory Technology Corp. !
Forward Science Corp. "

(3) Significant related party transactions and balances

A. Sales of goods and services

Construction contract revenue

Years ended December 31,

2018 2017
Other related parties $ 281,364 § 2.363
Entities controlled by key management or
entities with significant influence 4 -
Total $ 281,368 § 2,363

(a) Construction contract revenue from related parties and non-related parties are collected based
on the general construction contract or general agreement. In addition, construction contracts
entered into with related parties are based on the price lists in force and terms that would be
available to third parties while collection for construction contracts are about 2 to 3 months
after inspection of construction depending on the construction contracts or individual
agreements.

(b) As of December 31, 2018 and 2017, contract price and priced contract of unfinished
construction are as follows:

December 31, 2018 December 31, 2017
Total contract price Total contract price
(before tax) Billed contracts (before tax) Billed contracts
Other related parties $ 486,501 $ 174,447 $ 4,990 $ 4,572
Associates 19,516 10,316 19,516 10,316

Entities controlled by

key management or

entities with

significant influence 4,500 1,800 - -
Total $ 510,517 § 186,563 § 24,506 $ 14,888
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B. Acquisition of goods and services

Purchase of goods

Years ended December 31,

2018 2017
Other related parties 8 13,947 % 21,477
Entities controlled by key management or
entities with significant influence 4,984 3,490
Total $ 18,931 % 24,967

Purchases from related parties and third parties are based on normal purchase prices and terms and
are collectible about 2 to 3 months after inspection.

Outsourcing construction costs

Years ended December 31,

2018 2017
Entities controlled by key management or
entities with significant influence $ 14,892 $ 5,141
Other related parties - 5,214
Total $ 14,892 § 10,355

The outsourcing construction costs paid to related parties and third parties are based on normal
construction contracts or individual agreements. Furthermore, the payment terms to related parties
are approximately the same to third parties, which is about 2 months after inspection of
constructions depending on the construction contracts or individual agreements.

C. Receivables from related parties

Accounts receivable

December 31, 2018  December 31, 2017

Other related parties $ 109,439 §$ 124
Entities controlled by key management or
entities with significant influence 42 44
Subtotal 109,481 168
Less: Allowance for
uncollectible accounts ( 5) -
Total 3 109,476 § 168

The collection terms to related parties and third parties are about 2 to 3 months after the sales
while terms for construction are about 2 to 3 months after inspection of construction depending
on the construction contracts or individual agreements.
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D. Pavables to related parties

Notes payable
December 31, 2018  December 31, 2017
Other related parties $ 7.314 % -
Entities controlled by key management or
entities with significant influence 6,360 3,147
Total $ 6,360 3 3,147

Accounts payable

December 31, 2018  December 31, 2017

Other related parties $ 7,200 § 10,951
Entities controlled by key management or

entities with significant influence 6,920 11,081
Associates - 21
Total $ 14,120 $ 22,053

The payment terms to related parties and third parties are about 2 to 3 months after inspection of
purchases. The payment terms for outsourcing construction costs are about 2 months after
inspection of construction, depending on normal construction contracts or individual agreements.

E. Property transactions

For the years ended December 31, 2018 and 2017, the Group has acquired computer equipment
and related software from entities controlled by key management and the acquisition price was
$20,111 and $15,918 (recorded as ‘property, plant and equipment’ and ‘intangible assets’),
respectively.

{(4) Kev management compensation

Years ended December 31,
2018 2017
Salaries and other short-term employee benefits $ 93,297 §$ 70,109
8. PLEDGED ASSETS

Details of the book value of the Group’s assets pledged as collateral are as follows:
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Book value

Pledged asset December 31, 2018 December 31, 2017

Purpose

Time deposits (recorded 5 1,584 § 10,626
as ‘other current assets’)

Guarantee deposits paid 68,834 99 987
(recorded as ‘other
current assets’)

Buildings and structures
(recorded as ‘property,

Performance guarantee,
warranty guarantee
and other guarantee

Bid bond and
performance
guarantee

Guarantee for

bank’s borrowing
facility

plant and equipment”) 14,384 14,545
$ 84,802 § 125,158
9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNISED CONTRACT
COMMITMENTS
Commitments

(1) Operating lease agreements

The Group leases buildings under non-canceliable operating lease agreements. The lease terms are
under 10 vears, and all these lease agreements are renewable at the end of the lease period. Rental is
increased periodically to reflect market rental rates. The Group recognised rental costs and expenses
of $190,804 and $177,925 for these leases in profit or loss for the years ended December 31, 2018
and 2017, respectively. The future aggregate minimum lease payments under non-cancellable

operating leases are as follows:

December 31, 2018  December 31, 2017

Not later than one year $ 50,178 § 81,668
Later than one year but not later than five years 182,565 127,336
Later than five years 548,737 214,249
Total $ 781,480 § 423,253

(2) As of December 31, 2018, the notes and letters of guarantee used for construction performance and

custom security amounted to $1,340,969,
10. SIGNIFICANT DISASTER LOSS
None.
11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE

For details of 2018 earnings appropriation proposed by the Board of Directors on February 18, 2019,

please refer to Note 6(17) E(b).
12. OTHERS

(1) Capital management

The Group’s main objective when managing capital is to maintain an optimal credit ranking and

capital ratio to support the operation and to maximize stockholders’ equity.
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(2) Financial instruments

A. Financial instruments by category
December 31, 2018 December 31, 2017

Financial assets
Financial assets measured at fair value
through profit or loss

Financial assets mandatorily measured $ 506,412 3 -
at fair value through profit or loss

Financial assets held for trading - 17,143

Available-for-sale financial assets - 41,502

Financial assets at cost - 279,343

Financial assets at amortised cost
/Loans and receivables

Cash and cash equivalents 2,155,357 2,300,572

Notes recejvable 95,991 167,147

Accounts receivable 4,260,670 3,899,075
(including related parties)

Other accounts receivable 21,586 20,890

Guarantee deposits paid (recorded
as ‘other current assets” and

‘other non-current assets’) 104,600 143,297
Other financial assets (recorded

as ‘other current assets’) 1,584 10,626

$ 7,146,200 § 6,879,595

Financial liabilities
Financial liabilities measured at fair value
through profit or loss

Short-term borrowings $ 2,635,425 § 2,012,182
Notes payable (including related parties) 1,044,159 908,350
Accounts payable (including related parties) 4,320,299 3,933,294
Other accounts payable 588,941 544,024
Bonds payable (inchuding current portion) 11,766 200,199
Long-term borrowings 200,000 200,000

Guarantee deposits received (recorded as
‘other non-current liabilities, others’) 78 78
$ 8,800,668 § 7,798,127

B. Financial risk management policies

(a) The Company’s activities expose it to a variety of financial risks: market risk (including
foreign exchange risk, interest rate risk and price risk), credit risk and liquidity risk.

(b) Risk management is carried out by a central treasury department under policies approved by
the Board of Directors. Company treasury identifies, evaluates and hedges financial risks in

close co-operation with the Company’s operating units. The Board provides written
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principles for overall risk management, as well as written policies covering specific areas
and matters, such as foreign exchange risk, interest rate risk, credit risk, use of derivative
financial instruments and non-derivative financial instruments, and investment of excess
liquidity.

C. Significant financial risks and degrees of financial risks

(a) Market risk

Foreign exchange risk

1. The Group operates internationally and is exposed to exchange rate risk arising from the
teansactions of the Company and its subsidiaries used in various functional currency,
primarily with respect to the USD, RMB, JPY and EUR. Exchange rate risk arises from
future commercial transactions and recognised assets and labilities.

it. Management has set up a policy to require group companies to manage their foreign
exchange risk against their functional currency.

iii. The Group’s businesses involve some non-functional currency operations (the
Company’s and certain subsidiaries’ functional currency: NTD; other certain subsidiaries’
functional currency: USD, RMB, SGD, IDR, MMK and MYR). The information on assets
and liabilities denominated in foreign currencies whose values would be materially

affected by the exchange rate fluctuations is as follows:

December 31, 2018

Sensitivity analysis

Foreign
currency Effect on Effect on other
amount Exchange  Book value Degreecof profit or comprehensive
{in thousands) rate {NTD) variation loss income
(Foreign currency:
functionai currency)
Financial assets
Monetary jtems
USD ¢ NTD 3 44916 30715 § 1,379,609 1% $ 13,796 § -
USD : RMB 15,905 6.8683 488,527 1% 4,885 -
EUR : NTD 12,789 352 450,183 1% 4,502 -
JPY  NTD 754,164 0.2782 209,308 1% 2,098 -
JPY : RMB 164,868 0.0622 45,866 1% 459 -
RMB : NTD 11,433 4.4719 51,214 1% 512 -
USD : DR 1,183 14,420 36,337 1% 363 -
Financial liabilities
Manetary items
USD : NTD 5 4,894 30713 $ 150,318 1% 3 1,503 % -
USD : RMB 27,124 6.8685 833,112 1% 8,331 -
JPY : NTD 285,633 0.2782 79,463 1% 795 -
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December 31, 2017

Sensitivity analysis

Foreign
currency Effect on Effect on other
amount Exchange  Book value Degree of profit or comprehensive
(in thousands) rate (NTD) variation loss income
{Foreign currency:
functional currency)
Financial assets
Monetary items
USD : NTD b 45,906 29.76 $ 1,366,163 1% $ 13662 § -
USD : RMB 20,276 6.5194 603,416 1% 6,034 -
EUR : NTD 7.406 35.57 263,447 1% 2,634 -
JPY : NTD 276,632 0.2642 73,086 1% 731 -
RMB @ NTD 37,561 4.5648 171,460 1% 1,715 -
USD : MMK 6,121 1.362 182,162 1% 1,822 -
USD : IDR 1,191 13,343 35,436 1% 354 -
Financial liabilities
Monetary items
USD : NTD $ 4,472 29.76 § 133,090 1% 5 1,331 §% -
USD : RMB 35,250 6.5194 1,049,051 1% 10,491 -
USD : SGD 1,625 1.3369 48,355 1% 484 -
USD ' MYR 1,882 4.2081 56,004 1% 560 -

iv. Please refer to the following table for the details of unrealised exchange gain (loss) arising

from significant foreign exchange variation on the monetary items held by the Group.

Year ended December 31, 2018
Exchange gain (loss)

Foreign currency
amount Book
(In thousands) Exchange rate value (NTD)

Financial assets
Monetary items

EUR : NTD $ - 35200 § 3,383
JPY : NTD - 0.2782 2,116
EUR © USD { 240) 0.8726 7,381)
USD - MMK 974 1,550 2,029
USD : IDR 1,262,742 14,420 2,690

Financial Liabilities
Monetary items
USD : RMB ($ 7,359) 6.8685 (% 32,909)
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Year ended December 31, 2017
Exchange gain (loss)

Foreign currency
amount Book
{In thousands) Exchange rate value (NTD)

Financial assets
Monetary items

USD : NTD $ - 29.76 ($ 16,192)
USD ' RMB ( 1,842) 6.5194 ( 8,408)
EUR : USD ( 207) 0.8367 ( 6,154)
USD : MMK ( 162,670) 1,362 ( 3,562)
Financial Habilities
Monetary items
USDh : RMB $ 7,260 6.5194 § 33,140
USD : MYR 1,357 42081 5,711

Price risk

i. The Group’s equity securities, which are exposed to price risk, are the held financial assets

it

at fair value through profit or loss and available-for-sale financial assets. To manage its
price risk arising from investments in equity securities, the Group diversifies its portfolio.
Diversification of the portfolio is done in accordance with the limits set by the Group.

The Group’s investments in equity securities comprise listed and unlisted stocks. The
prices of equity securities would change due to the change of the future value of investee
companies. If the prices of these equity securities had increased/decreased by 1% with all
other variables held constant, post-tax profit for the years ended December 31, 2018 and
2017 would have increased/decreased by $3,777 and $74, respectively, as a result of
gains/losses on equity securities classified as at fair value through profit or loss. Other
components of equity would have increased/decreased by $185, as a result of other

comprehensive income classified as available-for-sale equity investment.

Cash flow and fair value interest rate risk

i.

The Group’s main interest rate risk arises from bank borrowings with variable rates, which
expose the Group to cash flow interest rate risk. For the years ended December 31, 2018
and 2017, the Group’s borrowings at variable rate were mainly denominated in NTD, USD,
SGD and RMB.

ii. The Group’s borrowings are measured at amortised cost. The borrowings are periodically

contractually repriced and to that extent are also exposed to the risk of future changes in

market interest rates.
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iii. If the borrowing interest rate of NTD, USD, SGD and RMB had increased/decreased by

1% with all other variables held constant, profit, net of tax for the years ended December
31,2018 and 2017 would have decreased/increased by $22,683 and $18,361, respectively.
The main factor is that changes in interest expense result in floating-rate borrowings.

(b) Credit risk

1. Credit risk refers to the risk of financial loss to the Group arising from default by the clients

or counterparties of financial instruments on the contract obligations. The main factor is

that counterparties could not repay in full the accounts receivable based on the agreed
terms.

ii. The Group manages their credit risk taking into consideration the entire group’s concern.

ii.

iv.

For banks and financial institutions, only independently rated parties with a minimum
rating of excellence are accepted. According to the Group’s credit policy, each local entity
in the Group is responsible for managing and analysing the credit risk for each of their
new clients before standard payment and delivery terms and conditions are offered.
Internal risk control assesses the credit quality of the customers, taking into account their
financial position, past experience and other factors. Individual risk limits are set based
on internal or external ratings in accordance with limits set by the Board of Directors. The
utilisation of credit limits is regularly monitored.

The Group adopts the following assumption under IFRS 9 to assess whether there has
been a significant increase in credit risk on that instrument since initial recognition:

If the contract payments are past due over 30 days based on the terms, there is a significant
increase in credit risk on that instrument since initial recognition.

The Group adopts the historical experience and industrial characteristics, the default
occurs when the sale and construction contract payments are past due over 1 to 2 vears in
line with credit risk management procedure.

. The following indicators are used to determine whether the credit impairment of debt

instruments has occurred:

(1) It becomes probable that the issuer will enter bankruptcy or other financial
reorganization due to their financial difficulties;

(i) The disappearance of an active market for that financial asset because of financial
difficulties;

(iii) Default or delinquency in interest or principal repayments;

{iv) Adverse changes in national or regional economic conditions that are expected to
cause a default.
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vi. The Group classifies customers’ accounts recetvable in accordance with customer types.

The Group applies the simplified approach using the provision matrix and loss rate

methodology to estimate expected credit loss under the provision matrix basis.

vil.

viii,

The Group wrote-off the financial assets, which cannot be reasonably expected to be
recovered, after initiating recourse procedures. However, the Group will continue
executing the recourse procedures to secure their rights. On December 31, 2018, the
Group has no written-off financial assets that are still under recourse procedures.

The Group used the forecastability of global boom information to adjust historical and
timely information to assess the default possibility of notes and accounts receivable
(including related parties). On December 31, 2018, the provision matrix and loss rate
methodology are as follows:

(i) Accounts receivable in relation to construction

December 31, 2018  Expected loss rate Total book value Loss allowance

Without past due 0%~0.1718% $ 1,776,124  § 565
Up to 90 days 0%~1.4256% 351,288 1,273
91 to 180 days 0%~1.6415% 98,900 1,242
181 to 365 days 0%~2.6826% 152,724 2,290
1 to 2 years 0%-~47.3808% 96,777 7,797
QOver 2 years [00% 129,458 129,459
Total $ 2,605271 § 142,626

(if) Accounts receivable in relation to sales

December 31, 2018  Expected loss rate  Total book value Loss allowance

Without past due 0%~1.2138%  § 1,283,899 § 1,153
Up to 90 days 0%~5.8324% 154,025 2,339
91 to 180 days 0%~7.5017% 43,520 740
181 to 365 days 0%~24.8094% 31,381 1,351
Over 365 days 100% 74,326 74,326
Total $ 1,587,151 % 79,909

(iii) Based on historical experience, the Group applies individual assessment to evaluate
expected credit loss of the high-credit risk customers. On December 31, 2018,
accounts receivable and loss allowance amounted to $490,992 and $393,053,

respectively.
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(iv) Due to the expected insignificant impairment, the Group applies individual

assessment to evaluate expected credit loss of receivables due from construction

warranties and notes receivable. On December 31, 2018, notes and accounts

receivable and loss allowance amounted to $288,926 and $91, respectively.

ix. Movements in relation to the group applying the simplified approach to provide loss

allowance for receivables (including notes and accounts receivable) are as follows:
Year ended December 31, 2018

Notes receivable  Accounts receivable Total

At January | TAS 39 $ 8,494 § 378,156 3 386,650
Adjustments under new

standards - 20297 26,297
At January I _IFRS 9 8,494 407,453 415,947
Provision for (reversal of)

impairment ( 8,494) 285,781 277,287
Write-offs - ( 71,085) ( 71,085)
Effect of foreign exchange -~ 6,470) ( 6,470)
At December 31 $ - 3 615,679 § 615,679

For provisioned loss for the year ended December 31, 2018, the impairment loss arising

from customers’ contracts is $277,287.
x. Credit risk information for 2017 is provided in Note 12(4).

(c) Liquidity risk

i. The Group invests in financial assets measured at fair value through profit or loss in active

ii.

markets, so it expects to sell the financial assets in markets with prices approximate to fair

value. Financial assets at cost are not traded in active markets, thus, liquidity risk is

expected. However, the Group’s operating capital is sufficient to fulfill the Group’s capital

needs and it does not expect significant liquidity risk.

The Group has the following undrawn borrowing facilities:

Floating rate:

Expiring beyond one year
Fixed rate:

Expiring beyond one year

December 31, 2018  December 31, 2017
$ 200,000 % 400,000

13,938 13,801
$ 213,938 § 413,801
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ili. The table below analyses the Group’s non-derivative financial liabilities into relevant
maturity groupings based on the remaining period at the balance sheet date to the

contractual maturity date for non-derivative financial liabilities.

Non-derivative financial liabilities

Lessthan  Between!  Between 2 Over 5

December 31, 2018 1 year and 2 years  and 5 years years
Short-term borrowings $2,635425 § - $ - § -
Notes payable (including 1,044,159 - - -

related parties)
Accounts payable (including 4,320,299 - - -
related parties)

Other payables 588,941 - - -
Bonds payable (including
current portion) 11,766 - - -
Long-term borrowings - 200,000 - -
Non-derivative financial liabilities
Less than Between I Between 2 Over 5
December 31, 2017 | year and 2 vears  and 5 years | years
Short-term borrowings $2,012,182 § - § - % -
Notes payable 608,350 - - -
Accounts payable (including 3,933,294 - - -
related parties)
Other payables 544,024 - - -
Bonds payable - 200,199 - -
Long-term borrowings - 200,000 - -

(3) Fair value information

A. The different levels that the inputs to valuation techniques are used to measure fair value of
financial and non-financial instruments have been defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date. A market is regarded as active where a
market in which transactions for the asset or liability take place with sufficient
frequency and volume to provide pricing information on an ongoing basis. The fair
value of the Group’s investment in listed stocks is included in Level 1.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability.
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B. Financial instruments not measured at fair value
Except for financial assets at fair value through profit or loss and available-for-sale financial
assets, the carrying amounts of cash and cash equivalents, notes receivable, accounts receivable
(including related parties), other receivables, other financial assets (recorded as other current
assets), financial assets measured at cost, guarantee deposits paid (recorded as other current and
non-current assets), short-term borrowings, notes payabie (including related parties), accounts
payable (including related parties), other payables, long-term borrowings (including current
portion) and guarantee deposits received (recorded as other non-current liabilities, others) are
approximate to their fair values.

C. The related information of financial instruments measured at fair value by level on the basis of
the nature, characteristics and risks of the assets are as follows:

{(a) The related information of nature of the assets is as follows:

December 31, 2018 Level 1 Level 2 Level 3 Total

Assets:
Recurring fair value

measurements
Financial assets at fair value

through profit or loss

Equity securities $ 102936 $ $ 379,824 § 482,760

Hybrid instruments - 23,652 23,652
Total $ 102,936 $§ $ 403,476 § 506,412

December 31, 2017 Level 1 Level 2 Level 3 Total

Assets:
Recurring fair value

measurements
Financial assets at fair value

through profit or loss

Equity securities § 16933 3% $ - % 16,933

Call provision of convertible - 210 210

corporate bonds

Available-for-sale financial

assets

Equity securities 41,502 - 41,502
Total § 58435 % $ 210 § 58,645
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{b)The methods and assumptions the Group used to measure fair value are as follows:
Instruments which use market quoted prices as their fair value (that is, Level 1), are using the
closing prices of listed shares as market quoted prices based on characteristics of the
instruments.

D. For the years ended December 31, 2018 and 2017, there was no transfer between Level 1 and
Level 2.

E. The following chart is the movement of Level 3 for the years ended December 31, 2018 and
2017:

Years ended December 31,

2018 2017
Equity Hybrid
_ instruments instruments Hybrid instruments

At January 1 $ - 3 210§ 50
Acquired in the period 349,641 23,646 -
G{iiﬂs and losses recognised ( 4,403) ) )

in profit or loss
Recorded as non-operating

income and expenses (Note) 34,586 ( 204) 160
Total $ 379,824 § 23,652 % 210
Movement of unrealised gain

or loss in profit or loss of

assets and liabilities held

as at end of the year (Note) $ 34,586 (3 204) 3 160

Note: Recorded as non-operating income and expense.

F. For the years ended December 31, 2018 and 2017, there was no transfer into or out from Level 3.

G. Investment strategics segment is in charge of valuation procedures for fair value measurements
being categorized within Level 3, which is to verify independent fair value of financial
instruments. Such assessment is to ensure the valuation results are reasonable by applying
independent information to make results close to current market conditions, confirming the
resource of information is independent, reliable and in line with other resources and represented
as the exercisable price, and frequently calibrating valuation model, updating inputs used to the

valuation model and making any other necessary adjustments to the fair value.
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H. The following is the qualitative information of significant unobservable inputs and sensitivity
analysis of changes in significant unobservable inputs to valuation model used in Level 3 fair

value measurement:

Fair value at Significant Range Relationship
December 31, Valuation  unobservable {weighted of inputs to
2018 technique input average) fair value
Non-derivative
equity instrument :
Unlisted shares $ 344,499 Market Note 1 Not applicable Note 2
comparable
companies
Venture capital 35,325 Netasset value Not applicable Not applicable Not applicable
shares
Hybrid instrument :
Convertible bond 6 Binomial tree Volatility  38.01%~48.01% The higher the stock
— call provision pricing madel price volatility, the.
higher the fair value
Convertible bond 23,646 Market Note 2 Not applicable Note 2
comparable
companies

Note 1: Price to earnings ratio multiple, price to book ratio multiple, enterprise value to operating
income ratio multiple, enterprise value to EBITA multiple, discount for lack of marketability.

Note 2: The higher the multiple and control premium, the higher the fair value; the higher the
discount for lack of marketability, the lower the fair value.

Fair value at Significant Range Relationship
December 31, Valuation  unobservable {weighted of inputs to
2017 technique input average) fair value
Hybrid instrument :
Convertible bond b 210 Binomial tree Volatility 21.31% ~31.31% The higher the stock
- call provision pricing model price volatility, the

higher the fair value

I. The Group has carefully assessed the valuation models and assumptions used to measure fair
value. However, use of different valuation models or assumptions may result in different
measurement. The following is the effect of profit or loss or of other comprehensive income from
financial assets and liabilities categorized within Level 3 if the inputs used to valuation models

have changed:
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December 31, 2018

Recognised in Recognised in other
profit or loss comprehensive incorme
Favorable Unfavorable Favorable Unfavorable
Input Change change change change change
Financial assets
Equity instrument Stock price +10%  § 37,982 (§ 37,982) § - 3 -
Convertible bond
- call provision  Stock price + 10% 30 ( 20) - -
" Volatility + 5% 40 ( 30) - -
Total $ 38,052 ($ 38,032) § - 3 -
December 31, 2017
Recognised in Recognised in other
profit or loss comprehensive income
Favorable Unfavorable Favorable Unfavorable
Input Change change change change change
Financial assets
Convertible bond
- call provision Stock price +=10%  § - (8 20) $ - 5 -
" Volatility =+ 5% 50 ( 60) - -
Total $ 50 (8 80) $ - $ -

(4) Effects on initial application of [FRS 9 and information on application of IAS 39 in 2017

A. Summary of significant accounting policies adopted for the year ended December 31, 2017:

(a) Financial assets at fair value through profit or loss
i. Financial assets at fair value through profit or loss are financial assets held for trading or
financial assets designated as at fair value through profit or loss on initial recognition.
Financial assets are classified in this category of held for trading if acquired principally for
the purpose of selling in the short-term.
ii. Financial assets that are designated as at fair value through profit or loss on initial
recognition are recognised using settlement date accounting.
iii. Financial assets at fair value through profit or loss are initially recognised at fair value.
Related transaction costs are expensed in profit or loss. These financial liabilities are
subsequently remeasured and stated at fair value, and any changes in the fair value of

these financial liabilities are recognised in profit or loss.
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(b) Available for sale financial assets
i. Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories.

ii. On a regular way purchase or sale basis, available-for-sale financial assets are recognised
and derecognised using trade date accounting.

111, Available-for-sale financial assets are initially recognised at fair value plus transaction
costs. These financial assets are subsequently remeasured and stated at fair value, and any
changes in the fair value of these financial assets are recognised in other comprehensive
income. Investments in equity instruments that do not have a quoted market price in an
active market and whose fair value cannot be reliably measured or derivatives that are
linked to and must be settled by delivery of such unquoted equity instruments are
presented in ‘financial assets measured at cost’.

(¢) Notes and accounts receivable
Accounts receivable are receivables originated by the entity. They are created by the entity
by selling goods or providing services to customers in the ordinary course of business. They
are recognized initially at fair value and subsequently measured at amortized cost using the
effective interest method, less provision for impairment. However, short-term accounts
receivable without bearing interest are subsequently measured at initial invoice amount as
the effect of discounting is immaterial.
(d) Impairment of financial assets
i. The Group assesses at each balance sheet date whether there is objective evidence that a
financial asset or a group of financial assets is impaired as a result of one or more events
that occurred after the initial recognition of the asset (a ‘loss event”) and that loss event (or
events) has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.
ii. The criteria that the Group uses to determine whether there is objective evidence of an
impairment loss is as follows:
(i) Significant financial difficulty of the issuer or debtor;
(ii) A breach of contract, such as a default or delinquency in interest or principal payments;
(iii) The Group, for economic or legal reasons relating to the borrower’s financial difficulty,
granted the borrower a concession that a lender would not otherwise consider;
(iv) It becomes probable that the borrower will enter bankruptcy or other financial

reorganisation;
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(v) The disappearance of an active market for that financial asset because of financial
difficulties;

(vi) Observable data indicating that there is a measurable decrease in the estimated future
cash flows from a group of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with the individual financial asset in the
group, including adverse changes in the payment status of borrowers in the group or
national or local economic conditions that correlate with defaults on the assets in the
group;

(viil) Information about significant changes with an adverse effect that have taken place in
the technology, market, economic or legal environment in which the issuer operates,
and indicates that the cost of the investment in the equity instrument may not be
recovered;

(vii1) A significant or prolonged decline in the fair value of an investment in an equity
instrument below its cost.

iii. When the Group assesses that there has been objective evidence of impairment and an
impairment loss has occurred, accounting for impairment is made as follows according to
the category of financial assets:

(1) Financial assets at amortised cost

The amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at the
financial asset’s original effective interest rate, and is recognised in profit or loss. If, in
a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment loss was recognised,
the previously recognised impairment loss is reversed through profit or loss to the extent
that the carrying amount of the asset does not exceed its amortised cost that would have
been at the date of reversal had the impairment loss not been recognised previously.
Impairment loss is recognised and reversed by adjusting the carrying amount of the asset
through the use of an impairment allowance account.

(ii) Financial assets measured at cost

The amount of the impairment loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at
current market return rate of similar financial asset, and is recognised in profit or loss.
Impairment loss recognised for this category shall not be reversed subsequently.

Imnpairment loss is recognised by adjusting the carrying amount of the asset directly.
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