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I. Name, contact telephone number and e-mail address of the Company's spokesperson and deputy
spokesperson:

Spokesperson: Simon Hung

Title: Director of Financial Dept.

Tel: (07) 361-3131

Deputy spokesperson: Chen-Ling Lai

Title: Director of Human Resources

Tel: (07) 361-3131

E-Mail: invest@ose.com.tw

I1. Address and telephone number of the head office, branch office, and factory :
The Head Office
Address: No. 9, Zhongsan Street, Nanzih District, Kaohsiung City
Tel: (07) 361-3131
Factory
Factory in the Corporate Head Office Building

Address: No. 9, Zhongsan Street, Nanzih District, Kaohsiung City

Tel: (07) 361-3131

Semiconductor Factory

Address: No. 12-2, Neihuan South Road, Nanzih District, Kaohsiung City
Tel: (07) 361-3131

Assembly Factory

Address: No. 16, Dongsan Street, Nanzih District, Kaohsiung City
Tel: (07) 361-3131
Factory in the Packing and Testing Building

Address: No. 80, Jingsan Road, Nanzih District, Kaohsiung City
Tel: (07) 361-3131
SSD Factory
Address: No. 6-2, Neihuan South Road, Nanzih District, Kaohsiung City
Tel: (07) 361-3131
I11. Name, address, website and telephone number of the stock transfer agent:
Company: Stock transfer agency of CTBC Bank Co., Ltd
Address: 5F., No. 83, Sec. 1, Chongging S. Rd., Taipei
Website: http://www.ctbcbank.com.tw
Tel: (02)6636-5566
IV. Name of the Auditor, name of the auditing firm, address, website and telephone number of the
Auditor who issued the most recent annual financial report:

Name of the Auditors: Zhi-Zheng Chen, Cheng-Chu Chen
Auditing firm: Ernst and Young Global Limited
Address: 17F., No. 2, Zhongzheng 3rd Rd., Kaohsiung City
Website: http://www.ey.com/Taiwan
Tel: (07) 238-0011
V. Name of any exchanges where the Company's securities are listed overseas and the method by which

to access information about the overseas securities: none

VI. Company website: http://www.ose.com.tw
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I Message to Shareholders

“Sincerity and honesty at all times” is Orient Semiconductor Electronics’ (OSE) entrepreneurial spirit and
business philosophy. With the goal of sustainable management, the Company cultivates talents, actively
expands the business and products, and continues to grow the memory market through strict quality control
and process technology requirements. The Company is committed to serving customers, caring for Employees,
managing business, being responsible to Shareholders, and acting as a good corporate citizen. The Company
will continue to invest more in the technology industry and the future energy generation to create a better
social environment.

2020 Operating Results
1. Business Plan Implementation Results

Unit: NTD thousand

Year 2020 2019 Difference %
Operating revenue 13,851,909 17,515,145 (3,663,236) (20.91%)
Operating margin 697,353 1,772,942 (1,075,589) (60.67%)
Other net income (loss) 1,015 357 658 184.31%
Operating income (loss) (186,030) 776,472 (962,502) (123.96%)
Non-operating income and expenses (57,178) (39,879) 17,299 43.38%
Net income (loss) before tax (243,208) 736,593 (979,801) (133.02%)
Income tax benefits (expenses) (22,915) (148,633) (125,718) (84.58%)
Net income (loss) (266,123) 587,960 (854,083) (145.26%)

The Company’s 2020 operating margin, net operating income, non-operating income and expenses, and net
income are explained as follows:
(1) Operating margin,net operating income (loss):

Semiconductor Business Unit: It suffered from revenue growth, as in the first half of 2020, due to
the impact of COVID-19, customers lowered their orders in response to the freezing market economy;,
resulting in fewer orders for memory products and logic products in packaging. Although the pandemic
began to subside in the third quarter and customers expected the market momentum to pick up, NAND
Flash production capacity stabilized, and market demand increased, the overall gross profit and
operating profit still decreased significantly in 2020 compared to 2019.

EMS Unit: In 2020, although the production volume of high-end server products increased, the
orders from consumer electronics customers decreased, and the overall gross profit and net operating
income decreased in 2020 compared to 2019, due to higher material costs for high-end server products.

In summary, in 2020, due to the delayed order demand caused by the COVID-19, operating
revenue decreased by 20.91%; operating cost decreased by 16.44%; gross operating profit decreased by
60.67%; and net operating profit decreased by 123.96% compared with the previous year.

(2) Non-operating income and (expenses):

The non-operating expenses increased by 43.38% compared to the same period last year, mainly
due to the decrease in disposal of equipment and the net foreign currency exchange loss resulting from
the depreciation of the U.S. dollar exchange rate (30.23—28.48) in 2020, resulting in an increase in
other losses by 490.14% compared to last year; and the decrease in finance costs by 33.63% compared
to last year as a result of the Company's efforts to improve its financial structure.

(3)The future business strategy will focus on continuing to refine the product portfolio and strive to
aggressively expand revenue base, increase utilization rate, and reduce costs.
2. Financial Income/Expenses and Profitability Analysis

Fiscal Year | Financial analysis for the most recent two years
Analysis item 2020 2019

Financial Debt-asset ratio% 47.51 61.89
structure Ratio of long-term capital to fixed assets% 155.57 110.30
Return on assets% (1.35) 4.16
. Return on equity % (3.89) 10.16
Profitability Profit margin before tax% (1.92) 3.36
Earnings per share(NTD) (0.48) 1.06

3. R&D Status

The R&D expenditure of 2020 was NT$267,325 thousand.

Semiconductor Business Unit: Aside from the continuous introduction of process verification and mass
production of various 3D NAND flashes, the Company also has response measures for the demand of the
future high-speed memory (PCIE and DDR5). The Company has completed the process development and
establishment of production lines for laminate packaging, and will continue to validate and develop related
products and will lead to the development of high-end laminate products and sector packaging. Furthermore,
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to fulfill the environmental protection constantly, the Company will continue focusing on the amendment and
addition of the environmental protection regulation all around the world and verify new materials to comply
with new environmental protection regulations.

EMS Unit: With the transfer of customers’ high-end technology, plants are already equipped with the
technology standard that exceeds the highest quality standard of class 3. The technology is applicable for fields
such as oil exploration, aerospace satellites, military defense, etc. In 2020, the Company cooperated with the
government policies and was part of Team Taiwan, and smoothly completed the satellite launch. The
Company’s extended services is not only available in Taiwan, but also other countries. The subsequent projects
have gradually obtained licenses and certifications. The Company hopes that in the future, it will provide
high-end technology to customer groups in the niche market.

Summary of the Business Plan for the Fiscal Year of 2021

The Company's business strategy will continue the development of flash memory market and select
advantageous domestic/foreign proprietors for strategic cooperation. In addition to constant research and
development for 5G application, packaging of 10T, Al-related products and automotive electronics-related
products, the Company will conduct the assessment and development the established product lines of flip
chips for high-end wearable products. The Company has relatively strong advantage in terms of semiconductor
packages and manufacturing services. Looking forward to 2021, not only will we strengthen the development
of CSP/ BGA market, improve the production efficiency, and further enhance the development of memory
market (especially LPDDR and DDR), the Company will also expand the development of 10T and automotive
electronics-related markets to boost OSE's business.

Consequently, the Semiconductor Business Unit will be devoted to the following operating direction to
boost the revenue:

. Reduce the material costs constantly.

1. Continue the development of advanced packaging processes and refinement of process

capabilities to meet future customer product requirements.
I1. Continue the further development of memory market and assist customers in the development of
new customized products.

V. Develop LPDDR and standard DDR-related products.

V. Adopt intelligent production management system.

VI. Develop high end SiP manufacturing process and market.

Both SSD and products with quality requirement higher than IPC-610 class 3 in EMS Group has started

the mass production. The main business plans for 2021 include:

l. The ongoing expansion of the SSD production base -build an exclusive production area that
serves the world’s top customers with the adjustment plan of the global productive capacity for
the main customers to respond the demand of the future productive capacity.

1. With the growing demand for server products, the setting of production line has been adjusted
accordingly in order to increase the productive capacity to handle customers’ demand. In
addition to the production of existing products, with the introduction of INTEL's new generation,
Ice Lake, in 2021, in response to customer demand for new products, will enter mass
production. .

1. Proactively deploy military defense-related fields - obtain relevant certifications and use
welding technology that is higher than class 3 for the application of products in relation to the
production of military weapons.

V. The non-consumable products were introduced due to the US-China trade war. These products
are mainly applied in the equipment within buildings which have very long life cycle and are
expected to have stable growth after successful introduction.

V. In-vehicles has obtained IATF 16949 certification, and after trial production, the product will
enter mass production from 2021 onwards.



Company's Future Development Strateqy

Semiconductor Unit has put a lot of effort into further development for the niche market of flash memory
packaging. In addition to satisfying the quality, production capacity and cost requested by the packaging
market of flash memory via current advantages in the future, the Company will also use relevant process
technology, as well as a strategic partnership with CHIPBOND TECHNOLOGY CORPORATION to expand
the product markets of the development of 5G, 10T and Al.

EMC Center has gradually completed the adjustment of different plants. Based on the production
methods such as small quantity with variety and mass production, the production lines and management
method are carefully planned out, in order to reach the goal of reducing costs and increasing efficiency,
ensuring the punctuality and delivery of the development of new products. At the same time, the Company has
to provide the customers with professional knowledge regarding supply chain and essential resources to make
them have more competitiveness in the market.

The Effect of External Competition, the Legal Environment, and the Overall Business Environment

According to a recent study by IEK, the overall revenue performance in the first half of 2020 of the year
was dragged down by factors such as the trade conflict between the U.S. and China and the COVID-19, but
from the second half of the year onwards in addition to the traditional peak season, and the demand from the
stay-at-home economy generated by the pandemic, the overall packaging and testing industry in Taiwan has
experienced explosive growth. The research of IEK also suggested that the global semiconductor output
value of products in relation to 5G, automotive electronics, Al and the 10T continue to thrive in 2021, and with
the impact of the newly elected General Manager of the U.S. and the coronavirus (COVID-19), IEK estimates
that the global semiconductor output value in 2021 will reach USD452.3 billion, up by approximately 6.2%.

To follow the development trend of electronic products, the Company will focus on niche-oriented
products to avoid price competition and affecting the profit. With the popularity of smartphone devices and the
demand increase of Al Big Data management, eMMC and Flash BGA will still be the main products for Flash
memory application in the future. The Company will collaborate with the main memory industry chain and
channel firms all over the world to continue developing the manufacturing services of all the Flash memory
applications via the current advantages in the manufacturing platform.

In the first half of 2020, the Company's operations were affected by the disruption of the COVID-19,
delayed demand in the memory market, and reduced efficiency of EMS switching orders, resulting in a weak
performance in the first half of the year. Since the second half of the year, the market has been experiencing
tight supply of packaging capacity, mainly due to the COVID-19 triggered stay-at-home economy, and
maintained a strong demand for NB and game consoles. Secondly, after the U.S.-China trade war, the regional
economic situation has taken shape, and the mainland system makers have gradually shifted some of their
semiconductor chips to Taiwan for orders, and with the rebound in market demand, the third quarter has turned
a loss into a profit. In the future, the Company will provide new services to existing customers due to better
order visibility, price increase driven by market demand, and the strategic partnership with the strategic partner
shall provide new services to existing customers, which is expected to show benefits in the second half of the
year, and will drive the momentum of the packaging and testing business, and help the operation to resume
growth. In this regard, the Company continues to invest in CSP BGA market development, improve
production efficiency, and expand the market for Internet of Things and automotive electronics-related
applications. By continuing to refine its product portfolio, the Company aims to aggressively expand its
revenue base, increase its crop rate, and strive to reduce costs, to achieve the goal of business stability.

Finally, we would like to wish all Shareholders
Good health, and all the best

Orient Semiconductor Electronics, Ltd.

Chairman: Yueh-Ming, Tung



Il. Company Profile

I. Incorporation date of Company: June 12, 1971
I1. Company history

1971 June: OSE was officially established, with the paid-in capital of NT$11,000,000.
1990 March: the Assembly Business Unit was completed and started mass production.
1994 April: OSE issued the common stock and was listed on the Taiwan Stock Exchange on April 20
under Category 1.
April: the Enterprise Resource Planning (ERP: SAP/R3) and MES (Manufacturing Execution
1999 System) were implemented
June: New Corporate Identity System was officially launched.
2000 June: the corporate headquarter building was commenced
2002 July: the General Manager, Mr. Chien Liang Li handed in his resignation, and Mr. Edward
Shaw-Yau Duh was appointed as the new General Manager.
2003 February: the Chairperson of the Board, Ms. Mei-Tso Yang, resigned, and Mr. Chun-Yuan Du
became the successor.
2005 December: OSE passed 1SO14001:2004 transition verification of Environment Management System.
2007 December: the Semiconductor Business Unit passed TS16949 certification.
2008 December: the packing and testing building was commenced.
September: OSE passed verification of OHSAS 18001 and TOSHMS Taiwan Occupational Safety &
2010 Health Management System.
December: OSE passed the “Healthy Workplace Accreditation” by Heath Promotion Administration,
Ministry of Health and Welfare.
2011 July: OSE passed the audit of Taiwan TrainQuali System (TTQS), and was awarded the silver
medal and nominated for the National TrainQuali Prize.
September: OSE passed CNS15506:2011 transition verification of Taiwan Occupational Safety and
2013 Health Management System.
September: the Assembly Business Unit passed 1SO13485 quality assurance certification.
2015 April: the Assembly Business Unit established the factory dedicated for SSD, and set up the
production line specialized for automatic testing and automatic assembly.
June: 42,762,428 shares of common stock was transferred from the preferred shares, and was
listed on the stock exchange.
August:  the General Manager, Mr. Chun-Yuan Du, handed in his resignation, and Mr. Yueh-Ming
2016 Tung was the successor.
November: the Company called an Extraordinary Shareholders’ Meeting to hold the by-election, and
Mr. Edward Shaw-Yau Duh and Mr. Yueh-Ming Tung were elected as new Directors, with
Mr. Edward Shaw-Yau Duh elected as the new Chairman of the Board.
2017 September: OSE passed 1SO14001: 2015 transition verification of Environment Management System.
October:  the Assembly Business Unit established production line specialized for computer
2018 peripherals assembly, which was approved by DELL and HP, and started mass production
October:  a capital reduction of NT$2,536,872 thousand was implemented to cover the loss, and the
paid-in capital was NT$5,523,285 thousand after the capital reduction.
January:  the Assembly Business Unit was renamed as Electronics Manufacturing Services (EMS)
Unit.
June: Mr. Edward Shaw-Yau Duh was elected as the chairman of the Board at the General
Shareholders’ Meeting.
June: the first Audit Committee was established.
June: the SSD factory in the EMS Unit has passed the RBA Validated Assessment Program and
2019 . i
obtained the certification.
October:  OSE passed the audit of Taiwan TrainQuali System (TTQS), and was awarded the silver
medal.
November: EMS Center was evaluated by Aerospace Industrial Development Corporation as a
qualified supplier for S300 quality management.
December: the Company issued $50,000 thousand new shares with restricted Employee rights, and



increased the paid-in capital to NT$5,573,285 thousand.

June: OSE joined Taiwan Space Industry Development Association as the first member.

October:  the Chairman, Mr. Edward Shaw-Yau Duh, resigned, and was replaced by Mr. Yueh-Ming
Tung who also served as the General Manager.

2020 October:  OSE signed an agreement on a strategic partnership with CHIPBOND TECHNOLOGY
CORPORATION.

December: CHIPBOND TECHNOLOGY CORPORATION conducted a share transfer (exchange)
with the Shareholders to become a majority shareholder holding more than 10% of the
shares.

January:  in 2020, the Company issued 270,270 shares of preferred shares in a private placement,
and the current paid-in capital is NT$8,273,125 thousand after the capital increment.

2021 March: OSE USA, Inc., a U.S. subsidiary, ceased operations.
April: Mr. Jia Rong Tu was appointed to succeed Mr. Yueh-Ming Tung as the General Manager

of the Company, in order to implement corporate governance and strengthen the
management function.



I. Organization

I11. Corporate Governance Report

(I) Organizational structure
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(1) The responsibilities of all the major departments

Departments

Main Business

Auditing Office

Management and internal auditing of the Company’s various internal operational
processes.

Administrative Center

Management of human resource, finance, importing/exporting, legal, accounting,
and industrial safety facilities.

Business Center

Responsible for product sales, business development, production planning and
material management.

Information Center

In charge of the Company’s computer software and hardware, internet maintenance,
etc.

Semiconductor Packaging
Center

Responsible for semiconductor packaging related business.

Semiconductor Testing
Center

Responsible for semiconductor testing related business.

Electronics Manufacturing
Services Group

In charge of electronics manufacturing services, etc.

Purchasing Dept.

Responsible for material procurement, control and planning.

R&D Dept.

Product manufacturing process development, new manufacturing process and new
product development.

Quality Control Dept.

Quality control of incoming and outgoing shipments, and quality system promotion.

Operation Support Dept.

Factory layout and rationalization planning, and production efficiency

improvement.




I1. Profile of Directors, Supervisors, General Managers, Vice General Managers, Assistant Managers, Department Heads and Branch Heads
(I) Information on Board of Directors

March 30, 2021

Shareholdings in

Current

L The . shareholdings of
. Nationality  Date of . commencement commencement date of | Current shareholdings spouse and minor Major academic (career) Other concurrent position in the Company or
Title or place of Name Gender|election/assumption|{Term . the term . . Note
. - . date of the first children background other companies
incorporation of office - - -
term Shareholding Shareholding Shareholding
Share Share Share
percentage percentage percentage
Chairman & President, Orient Semiconductor
Electronics, Ltd.
Chairman, OSE PHILIPPINES, INC.
National Sun Yat-sen University Chairman, OSE PROPERTIES, INC.
. The Republic|Yueh-Ming Tung November 8, 0 0 o,.|Master Degree of EMBA Chairman, OSE INTERNATIONAL LTD.
Chairman of China (Note 1) Male June 18, 2019 3 2016 34,739 0.01%) 534,739 0.10% 57 0.00% President, Orient Semiconductor Representative Director, OSE USA INC.
Electronics, Ltd. Representative Director, COREPLUS (HK) LTD.
Representative Director, VALUE-PLUS
TECHNOLOGY
(SUZHOU) CO., LTD.
CFO of the Asian Region, Far East Kingston
Technology Co., Ltd.
Representative Supervisor, Kingston Technology
The Republic| Daphane Wu 0 0 o,.|Department of Accounting of Company, Inc
of China (Note 2) Female 2020.12.03 3 2020.12.03 0 0.00% 0 0.00% 0 0.00% National Chengchi University Supervisor, PANRAM INTERNATIONAL
CORP.
Representative Director, Powertech Technology
Inc.
Director |The Republic PHISON
of Crﬁ)ina ELECTRONICS| — June 18, 2019 3 | May6, 2015 |7,336,369 1.33%]7,336,369 1.32% 0 0.00% None None
CORPORATION
VP, PHISON ELECTRONICS CORPORATION
Representative Director, OSTEK
Representative: . CORPORATION
Malaysia | Wee-Kuan Gan | Male | June 18,2019 | 3 | May6, 2015 724 0.00% 724 0.00% 0 0.00% Eﬁg'ggrﬁe&a&?gﬁ”gﬁ;”E'e‘;\tlrg?b Representative Director, SUPER STORAGE
(Note 3) P g 9 TECHNOLOGY CORPORATION
Representative Supervisor, PHISONTECH
ELECTRONICS TAIWAN CORP.
Bachelor, Accounting, National
gzstrilﬁeléuPnugb:.iJQXg:zlt?rlwtant of Ernst Certified Public Accountant of WENPING
The Republic| o ion Tsai | Male | June 18,2019 | 3 | June 22, 2016 0 0.00% 0 0.00% 0 0.00%|& Young Accounting Office. .
of China - . . Independent Director, O-TA Precision Industry
Executive Director & Managing Co.. Ltd
Independent Supervisor of CPA Associations T
Di?ector R.0.C.-Kaohsiung.
Ph. D., Finance, The City University :_n_lt_jgpendent Director, JUNG SHING WIRE CO.
. of New York ' .
The Republic ) . 0 0 o Independent Director, STRONGLED LIGHTING
of China Jeng-Ren Chiou | Male June 18, 2019 3 | June 22, 2016 0 0.00% 0 0.00% 0 0.00% Zrcogng](z;r?cf Dﬁlga:irgr:;néﬁl;n un SYSTEMS (CAYMAN) CO., LTD.
Universit Y g g Independent Director, WAH HONG
Y INDUSTRIAL CORP.
Notes:

1. Directors using others' names to hold shares in the Company: none.
2. Directors have a spouse or a relative of the second degree of consanguinity as an officer or Director of the Company: none.

(Note 1): On October 16, 2020, the Chairman, Mr. Edward Shaw-Yau Duh, resigned, and Mr. Yueh-Ming Tung was appointed as Chairman and General Manager of the Company; on April 15, 2021, in order to implement corporate governance and
strengthen management functions, Mr. Chia-Jung Tu was appointed to succeed Mr. Yueh-Ming Tung as General Manager of the Company.
(Note 2): Director Li Ching Wu was elected on December 03, 2020, and her term of office will expire on June 17, 2022.
(Note 3): On October 29, 2020, PHISON ELECTRONICS CORPORATION has re-appointed Wee-Kuan Gan as the representative.
(Note 4): As of December 30, 2020, more than half of shares held by Director Hok-Ngang Chui was transferred compared to the time of his election, hence he was certainly discharged.
(Note 5): Director Philip Wei resigned on December 09, 2020.

(Note 6): For Directors and Supervisors acting as the representatives of legal person Shareholders, specify the names of the legal person Shareholders as the following

table 1:




Table 1: Major Shareholders of the legal person Shareholders

Name of legal person Shareholders

Major Shareholders of the legal person Shareholders

PHISON ELECTRONICS CORPORATION

First Bank in custody for investment account of Kioxia Corporation (10.06%), Aberdeen Asset Management PLC acting as the investment account of HSBC Bank Limited Employees’ Pension’s (2.98%),
Fubon Life Insurance Co., Ltd. (2.75%), Chien-Cheng Pan(2.31%), Chun-Yung Yang(2.31%), Chih Kuang-Ou Yang (1.76%), Yuanta Taiwan High Dividend Equities Fund investment account (1.45%), CITI
Bank in scustody for investment account of NOREGS BANK (1.40%), Cheng-he Investment Co., Ltd. (1.20%), Han-Wei Wu (1.18%)

(Note 1): When a Director or Supervisor is the representative of an legal person shareholder, specify the name of such legal person shareholder.

(Note2): Specify the name and the percentage of the shareholding of the major Shareholders of the legal person Shareholders (their percentage of the shareholding is among top 10). When the major Shareholders of an legal person shareholder are
legal person investors, continue with Table 2 below.

Table 2: Major Shareholders of legal person investors in Table 1

Name of legal person investor

Major Shareholders of legal person shareholder

Kioxia Corporation

Kioxia Holdings Corporation (100%)

Professional qualifications and independence status of Directors and Supervisors

Meet one of the following professional qualification requirements and at least five years’ work experience Independence status O':I#erpl;irbﬂfc
An instructor or higher position ina | A judge, public prosecutor, attorney, CPA, or | Have work experience in companies in
Criteria department of commerce, law, other professional or technical specialist the fields of commerce, which the
finance, accounting, or other necessary for the business of the Company law, finance, or individual is
Name academic department related to the | who has passed the national examination and | accounting, or other 1 2 3 4 6 7 10 11 12 | concurrently
business needs of the Company ina | been awarded the certificate work experience serving as an
public or private junior college, necessary for the Independent
college or university. business of the Company Director
Yueh-Ming Tung 4 v v v v v v v 0
Daphane Wu v v v v v v v v v v 0
PHISON ELECTRONICS
CORPORATION v v v v v v v v v v 0
Representative: Wee-Kuan
Gan
Ching-Tien Tsai 4 v v v v v v v v v v 1
Jeng-Ren Chiou v v v v v v v v v v 3

Note: Please check “v™ in the corresponding boxes if the qualification applies to the Directors or Supervisors during the two years prior to being elected or during the term of office.

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

(2) Not a Director or Supervisor of the Company’s affiliates. (Except for Independent Director s of the Company or its parent company or a subsidiary established in accordance with this Act or the local laws.).

(3) Holding more than 1% of the total outstanding shares issued by the Company, or among the top 10 natural person Shareholders by the person or his or her spouse or minor children, or in the name of a third party.

(4) Not a spouse, or relative within the second degree of kinship, or lineal relative within the third degree of kinship, of an executive officer falling under (1), (2) or (3) above.

(5) A Director, Supervisor or Employee of a corporate shareholder who does not directly hold more than 5% of the total number of issued shares of the Company, or who is one of the top five holders of shares, or who has designated a representative as a
Director or Supervisor of the Company pursuant to Article 27, Paragraph 1 or 2 of the Company Act (except in the case where the Independent Director s of the Company and its parent company, subsidiary or subsidiary of the same parent company
established under this Act or the laws of the local country are concurrently appointed by each other). (except in the case where the Company and its parent company, subsidiary, or subsidiary of the same parent company serve concurrently as
Independent Director s under this Act or the laws of the local country).

(6) A Director, Supervisor or Employee of another company who is not controlled by the same person as more than half of the Directorships or voting shares of the Company (except in the case where Independent Director s of the Company or its parent
company, subsidiary or subsidiary of the same parent company established under this Act or the laws of the local country are concurrently appointed to each other).

(7) A Director, Supervisor or Employee of another company who is not controlled by the same person as more than half of the Directorships or voting shares of the company (except in the case where Independent Director s of the company or its parent
company, subsidiary or subsidiary of the same parent company established under this Act or the laws of the local country are concurrently appointed to each other).

(8) Directors (Directors), Supervisors (Supervisors), managers or Shareholders holding more than 5% of the shares of a specific company or organization that does not have financial or business dealings with the Company (except for a specific
company or organization that holds more than 20% but not more than 50% of the total issued shares of the Company and is an Independent Director of the Company and its parent company, subsidiary or subsidiary of the same parent company
established under this Act or the laws of the local country that are concurrently appointed by each other).

(9) A professional individual who, or an owner, partner, Director, Supervisor, or a spouse thereof, or officer of a sole proprietorship, partnership, company, or institution that, provides auditing services to the Company or any affiliate of the Company, or
that provides commercial, legal, financial, accounting or related services to the Company or any affiliate of the Company for which the provider in the past two years has received cumulative compensation exceeding NT$500,000. This restriction
does not apply, however, to a member of the remuneration committee, public tender offer review committee, or special committee for merger/consolidation and acquisition, who exercises powers pursuant to the Securities and Exchange Act, the
Business Mergers and Acquisitions Act, or related laws or regulations.

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

(11) Not having any of the situations as defined in Article 30 of the Company Act.

(12) Not a governmental, legal person investor or its representative as defined in Article 27 of the Company Act.



(1) Profile of General Managers, Vice General Managers, Assistant Managers, Department Heads and Branches Heads

April 30, 2021

Current shareholdings

Date of Shareholding of spouse and minor
Title Nationalit Name  |Genderjelection/assumption| children Major academic (career) background Other concurrent position in the Company or other companies |Remarks|
of office
Share Shareholding Share Shareholding
percentage percentage
Department of Mechanics, National Cheng Kung
University
The Special Assistant to the General Manager of Orient
General | poubtic | CMaIUNG | vraie [ Aprit1s, 2001 | ssooof  0.00% 0 0.000pEMiconductor Electronics, Ltd. . None
Manager of China Tu \Vice General Manager of Manufacturing Center in
ICHIPBOND TECHNOLOGY CORPORATION
Assistant Manager of Info-Tek Corporation
Engineer in Zhubei Plant of Philips Taiwan
Senior Vice| The . . - . . v [Representative of legal person Director, COREPLUS (HK) LTD.
General | Republic Tzumeg Male | February 28, 2003 86,304 0.02% 11,720 0.00% Bﬁ?\?ergfng?frai%?gm Engineering, National Chin-Yi Representative of legal person Director, VALUEPLUS
Manager | of China y 9y TECHNOLOGY (SUZHOU) CO., LTD.
Institute of Electronics of National Chiao Tung University
ice The Liang-Chung General Manager of Kai Yu Technology, Engineering Inc.
General Republic Wu Male July 20, 2015 130,381 0.02% 0] 0.00%|(renamed from TAIWAN MEMORY TECHNOLOGY None
Manager of China INC.)
Section Director of Hualong Microelectronics
Master Degree of Business Administration of I-SHOU
University
Vice The  |kuan-Tien \Vice General Manager of SMIKE_ International )
General | Republic Shen Male |[November 19, 2018 30,096 0.01% 0 0.00%|General Manager and COO of Taiwan IC Packaging None
Manager | of China [Corporation
\Vice General Manager of SIGURD
IMICROELECTRONICS CO.
IMBA of National Sun Yat-sen University
Chief The " IBM System Engineer/Business Specialist
Information| Republic Ch\;vnanCh'” Male |September 4, 2019 [ 30,004 0.01% 152 0.00%Manager of the Information Management Unit in Orient None
Officer of China 9 ISemiconductor Electronics, Ltd.
[General Manager of Infofab, Inc.
Assistant The Department of Materials Science and Engineering of
" Republic | Tse-Wen Li | Male |  May 1, 2008 15,000 0.00% 0 0.009%° P >Clen 9 9 None
anager | ¢ e~hina National Cheng Kung University




Current shareholdings

Date of Shareholding of spouse and minor
Title  |Nationalityj Name [Genderfelection/assumption| children Major academic (career) background Other concurrent position in the Company or other companies |Remarks|
of office
Share Shareholding Share Shareholding
percentage percentage
Department of Electronics and Instrumentation, Kun Shan
Assistant The Wen-Pin University
I 0, 0,
Manager REpUb."C Yang Male | September 7, 2016 24,504 0.00% 9 0.00% Department of Plant Industry of National Pingtung None
of China AR b
University of Science and technology
. The . . .
Assistant Republic Che—l_(uang Male |September 7, 2016 34.278 0.01%| 10,302 0.00% Department of Ipdust.rlal and Systems Engineering of None
Manager . Liu IChung Yuan University
of China
Master of Industrial Engineering, National Kaohsiung
The University of Applied Sciences
Assistant Republic Mln—Lfang Male July 19, 2017 30,852 0.01% 0 0.00% Assistant Mf;naggr of Dept_. of RD and Ma_nufacturmg ) None
Manager of China Tsai Process Engineering of Taiwan IC Packaging Corporation
Senior Manager of Dept. of Flash packaging/testing R&D
pbf ADATA Technology Co., Ltd.
. The . - . .
Assistant Republic Chen-Chung Male | August 10, 2017 24,636 0.00% 0 0.00% Department of Business Administration of Tunghai None
Manager . Sun University
of China
. The A Master Degree of Institute of Applied Mechanics of
ﬁﬂs;zta:rt Republic TsenghiChlh Male | August 20, 2018 27,426 0.00% 0| 0.00%|National Taiwan University None
g of China Director of ADATA Technology Co., Ltd.
Assistant The Hung-Tai
Manager Republic Mgai Male May 1, 2019 24,029 0.00%| 35,302 0.01%|Department of Industrial Management, Shu-Te University None
of China
. The . . . . .
Assistant . Jia Ming o o, [Master of Engineering Science, National Cheng Kung
Manager Reputgllc Yang Male | August 3, 2020 24,494 0.00% 0 0.00% University None
of China
HHiarﬂac:]f ReTBEIic Chen-Ling Femalel  March 6. 2018 126,788 0.02% 0 0.00% Master of Human Resource, National Kaohsiung Representative of legal person Director, OSE PHILIPPINES,
pub Lai ! ' R Rk University of Applied Sciences INC.
Resource | of China
Representative of legal person Diretor/CFO of OSE
PHILIPPINES, Inc.
Chief The ICFO of OSE PROPERTIES, INC.
Financial | Republic [Simon Hung| Male | October 16, 2020 10,000 0.00% 8,000 0.00%MBA, National Taiwan University [Chairman of COREPLUS (HK) Ltd.
Officer | of China Chairman of VALUEPLUS TECHNOLOGY (SUZHOU) CO.,
LTD.
Representative of legal person Supervisor of InfoFab, Inc.
The . . . . .
Head o_f Republic Shu-Yung Female| December 1, 2018 26,758 0.00% o O_OO%Ma_ster (_)fthe Institute of Finance, National Sun Yat-sen  [Representative of legal person Director, OSE PHILIPPINES,
Accounting of China Chu University INC.
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Curren

t shareholdings

1. Directors using others' names to hold shares in the Company: none.
2. Directors have a spouse or a relative of the second degree of consanguinity as an officer or Director of the Company: none.

Date of Shareholding of spouse and minor
Title  |Nationalityj Name [Genderfelection/assumption| children Major academic (career) background Other concurrent position in the Company or other companies |Remarks|
of office
Share Shareholding Share Shareholding
percentage percentage
Notes:

Note 1: If the Chairman and the General Manager or equivalent (top manager) are the same person, spouses or relatives of one another, the reasons, rationality, necessity
and measures shall be explained: Mr. Edward Shaw-Yau Duh, Chairman of the Board, resigned on October 16, 2020, and Mr. Yueh-Ming Tung was appointed as

Chairman of the Board and General Manager; Mr. Chia-Jung Tu was appointed on April 15, 2021 to succeed Mr. Yueh-Ming Tung as the General Manager of the
Company in order to implement corporate governance and strengthen management functions.
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I11. Remuneration for Directors, Supervisors, General Manager and Vice General Manager in the most recent fiscal year

(I) Remuneration of general Directors and Independent Director s

December 31, 2020

Unit: thousand NTD

Directors remuneration

Severance pay and

Directors’ remuneration

Expenses to business

Ratio of A+B+C+D to

Relevant remuneration received by Directors who are also Employees

Salary, bonuses, and

Severance pay and

Employees’ remuneration (G) (Note

Ratio of all seven of
A+B+C+D+E+F+G to

Remuneration

Remuneration(A ; C ! net income after tax - . paid to
A) pensions(B) (Nf)te) 1) execution (D) (Note 2) allowances (E) (Note 3) pensions(F) 4) net income after tax Directors from
. — an invested
Title Name Companies in Companies in Companies in Companies in Companies in Companies in Companies in Cocrgﬁgg;fsaltgc}he Companies in| company other
The th_e The thg The th_e The th_e The th_e The th_e The thg The Company financial The th_e than the’
consolidated consolidated consolidated consolidated consolidated consolidated consolidated consolidated | Company’s
Company | . ; Company | . ; Company | " ; Company | " ; Company | " ; Company | " ; Company | . ) statements Company | . ) -
financial financial financial financial financial financial financial Cash TAmount | Amount | Amount financial subsidiary
statements statements statements statements statements statements statements statements
Amount | of Stock | of Cash | of Stock
Chairman \T(Srfg"v““g 360 360 0 0 0 0 0 0 5,400 5,400 92 92 0 0 0 0 0
Edward
Director |12 Y2 300 300 0 0 0 0 0 0 1,707 1,707 0 0 0 0 0 0 0
(Note 5)
Hok-Ngang
Director Chui 360 360 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
(Note 6)
Director (D,\?é’{;a;‘)e wu 30 30 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
-1.54% -1.54% -4.24% -4.24%
Phison
Director Electronics 360 360 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Corporation
Independent |Philip Wei
Director (Note 8) 865 865 0 0 0 0 7 7 0 0 0 0 0 0 0 0 0
Independent| Ching-Tien 900 900 0 0 0 0 8 8 0 0 0 0 0 0 0 0 0
Director Tsai
Independent|Jeng-Ren 900 900 0 0 0 0 4 4 0 0 0 0 0 0 0 0 0
Director Chiou

1. Please describe the policy, system, criteria and structure for the remuneration of Independent Director s, and the relevance of the amount of remuneration to the responsibilities, risks and time commitment of the Directors: The remuneration of all Directors (including Independent
Directors) of the Company is based on their participation in the Company's operations and the value of their contributions, and is determined by reference to industry standards.
2. Except as disclosed in the table above, remuneration received by the Directors of the Company for services rendered to all companies included in the financial statements (e.g., as independent consultants) in the most recent year: None.

Note 1: The amount of Directors' remuneration approved by the Board of Directors in the most recent year is included.

Note 2: This refers to the latest year's Directors' related business execution expenses (including travel allowances, special expenses, various allowances, dormitory, cars and other in-kind provisions, etc.).
Note 3: This refers to the salary, salary increment, severance pay, various bonuses, incentive payments, travel allowances, special expenses, various allowances, dormitory, car and other in-kind provisions, etc., received by the Directors and Employees (including
concurrent General Manager, Vice General Manager, other managers and Employees) in the most recent year. Salary expense recognized in accordance with IFRS 2, "Share-based Payment," including the acquisition of Employee stock options, new shares

with restricted Employee rights and participation in cash capital increase to subscribe for shares, shall also be included in remuneration.

Note 4: The amount of Employee compensation (including stock and cash) received by a Director who is also an Employee (including also General Manager, Vice General Manager, other managers and Employees) in the most recent year shall be disclosed if the
amount of Employee compensation was approved by the Board of Directors in the most recent year.
Note 5: Mr. Edward Shaw-Yau Duh resigned on October 16, 2020, and the Board Meeting has nominated Mr. Yueh-Ming Tung as the new Chairman.
Note 6: On December 30, 2020, the number of shares transferred exceeded half of the shares held at the time of election, and was certainly discharged.
Note 7: On December 03, 2020, the Shareholders held a by-election to elect a Director, and a new Director was appointed on December 03, 2020.
Note 8: Resigned on December 9, 2020.
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Table of remuneration range

Name of Directors

Remunerations to individual Directors in respective brackets Total remuneration (A+B+C+D) Total remuneration (A+B+C+D+E+F+G) of the previous seven items
along the remuneration scale Companies in the consolidated financial Companies in the consolidated financial
The Company The Company
statements statements
Yueh-Ming Tung, Edward Shaw-Yau Duh, Yueh-Ming Tung, Edward Shaw-Yau Duh, Daphane Wu, Hok-Ngang Chui, Philip Wei, Daphane Wu, Hok-Ngang Chui, Philip Wei,
Under NT$ 1.000 000 Daphane Wu, Hok-Ngang Chui Daphane Wu, Hok-Ngang Chui Ching-Tien Tsai Ching-Tien Tsai
e Philip Wei, Ching-Tien Tsai, Jeng-Ren Chiou Philip Wei, Ching-Tien Tsai, Jeng-Ren Chiou , Jeng-Ren Chiou, Phison Electronics , Jeng-Ren Chiou, Phison Electronics
Phison Electronics Corporation Phison Electronics Corporation Corporation Corporation
NT$1,000,000 (including) ~ NT$2,000,000 (including) None None None None
NT$2,000,000 (including) ~ NT$3,500,000 (including) None None Edward Shaw-Yau Duh Edward Shaw-Yau Duh
NT$3,500,000 (including) ~ NT$5,000,000 (including) None None None None
NT$5,000,000 (included) - NT$10,000,000 (excluded) None None Yueh-Ming Tung Yueh-Ming Tung
NT$10,000,000 (included) - NT$15,000,000 (excluded) None None None None
NT$15,000,000 (included) - NT$30,000,000 (excluded) None None None None
NT$30,000,000 (included) - NT$50,000,000 (excluded) None None None None
NT$50,000,000 (included) - NT$100,000,000 (excluded) None None None None
Over NT$100,000,000 None None None None
Total 8 8 8 8

(11) Supervisors' remuneration: The Company elected Independent Director s at the Shareholders' meeting on June 18, 2019, and established an Audit Committee to replace the Supervisors; therefore, there is no Supervisors’ remuneration.
(111) Remuneration of General Manager and Vice General Manager

December 31, 2020 unit: thousand NTD

Remuneration (A) (Note 1) Sevsgﬁr;icsng?é)and Bonus an(ng![IEO\Z/\;ances(C) Employees’ remuneration (D) (Note 3) Rat'f DOftE)O:]ZIt ri?]?(;ln:?:}![gr t';XJr(; )+ ¢ Remqneratior; paid
Companies in Companies in Companies in Companies in the Companies in the 0 Er']r?r?\t/%rssteéom
Title Name the The the The the The Company consolidated consolidated _|company other than
The Company | consolidated c consolidated consolidated financial statements| The Company . . ,
financial ompany financial Company financial Amount | Amount | Amount | Amount financial the Cor_n]?any s
statements subsidiary
statements statements statements | of Cash | of Stock | of Cash | of Stock
General Manager Yueh-Ming Tung
Senior Vice General Tzu Ming Liu
Manager
Vice General Manager Liang-Chung Wu
Vice General Manager Kuan-Tien Shen 26,160 26,160 691 691 3,190 3,190 0 0 0 -11.29% -11.29% None
Chief Information Officer Chin-Chiu Wang
CFO Chun-Kuan Lee(Note 4)
Vice General Manager | Chun-Chieh Wang (Note 5)
Vice General Manager | Shih-Chuan Chen (Note 6)

1. On November 25, 2019, the Company issued new shares with restricted Employee rights, and it was recognized as payroll expense in accordance with IFRS 2, "Share-based Payment". The payroll expense recognized from January 1 to December
31, 2020: NT$3,052 thousand.

Note 1: This represents the latest annual salary, duty increment and severance pay of the General Manager and Vice General Manager.

Note 2: This represents the latest bonuses, incentive payments, travel allowances, special expenses, allowances, dormitories, cars and other in-kind payments to the General Manager and Vice General Manager for the most recent year. Salary expense
recognized in accordance with IFRS 2, "Share-based Payment,"” including the acquisition of Employee stock options, new shares with restricted Employee rights and participation in cash capital increase to subscribe for shares, shall also be
included in remuneration.

Note 3: The amount of Employee compensation (including stock and cash) for the General Manager and Vice General Manager was approved by the Board of Directors in the most recent year.

Note 4: The CFO, Chun-Kuan Lee, retired on October 16, 2020.

Note 5: The Vice General Manager, Chun-Chieh Wang, resigned on April 1, 2020.

Note 6: The Vice General Manager, Shih-Chuan Chen, resigned on July 1, 2020.
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Table of remuneration range

Range of remunerations payableto the General Manager Name of General Managers and Vice General Managers

and Vice General Managers The Company Companies in the consolidated financial statements
Under NT$ 1,000,000 0 0
NT$1,000,000 (inclusive) - NT$2,000,000 (exclusive) Shih-Chuan Chen Shih-Chuan Chen
NT$2,000,000 (inclusive) - NT$3,500,000 (exclusive) Chun-Chieh Wang, Chun-Kuan Lee Chun-Chieh Wang, Chun-Kuan Lee

NT$3,500,000 (inclusive) - NT$5,000,000 (exclusive) | Kuan-Tien Shen, Liang-Chung Wu, Chin-Chiu Wang | Kuan-Tien Shen, Liang-Chung Wu, Chin-Chiu Wang

NT$5,000,000 (included) - NT$10,000,000 (excluded) Yueh-Ming Tung, Tzu-Ming Liu Yueh-Ming Tung, Tzu-Ming Liu
NT$10,000,000 (included) - NT$15,000,000 (excluded) 0 0
NT$15,000,000 (included) - NT$30,000,000 (excluded) 0 0
NT$30,000,000 (included) - NT$50,000,000 (excluded) 0 0
NT$50,000,000 (included) - NT$100,000,000 (excluded) 0 0
Over NT$100,000,000 0 0
Total 8 8

(IV) The situation of the Manager responsible for distributing Employees’ remuneration, and the status of distribution: there was no distribution of Employees’ remuneration
in 2020.
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(V) Describe the ratio of remuneration for Directors, Supervisors, General Managers and Vice General
Managers paid by the Company and all the companies in the consolidated financial statement in the
most recent two fiscal years to net income after tax of financial statements and illustration of
remuneration policy, standard and combination, remuneration resolution process, the relevance
between operation performance and future risks.
1. Analysis of total remuneration for Directors, Supervisors, General Managers and Vice General

Managers paid by the Company in the most recent two fiscal years to net income(loss) after tax:

Fiscal Year 2019 2020
The ratio of total The ratio of total
The ratio of total remuneration for The ratio of total remuneration for
remuneration for | Directors, Supervisors, remuneration for Directors, Supervisors,
Directors, General Managers and Directors, General Managers and
Supervisors, Vice General Managers Supervisors, Vice General Managers
Title Generql Managers paid b)_/ aII_ the Genergl Managers paid b)_/ aII_ the
and Vice General companies in the and Vice General companies in the
Managers paid by | consolidated financial Managers paid by consolidated financial
the Company to statement to net the Company to net statement to net
net income(loss) income(loss) after tax income(loss) after income(loss) after tax
after tax of individual tax of individual
financial statements financial statements
Director
If]'d“e";ggég?“ 4.47% 4.47% (4.24%) (4.24%)
Directors)
Supervisors 0.16% 0.16% - -
General Manager
and Vice General 6.44% 6.44% (11.29%) (11.29%)

Manager

2. Remuneration policy, standard and combination, remuneration resolution process, the relevance

between operation performance and future risks of the Company:
(1) In accordance with Article 26-1 of the Company's Articles of Incorporation, the remuneration

of the Company's Directors shall be distributed by the Board of Directors at a rate of not
more than 3% of the Company's profitability for the current year, based on the Directors'
annual performance evaluation and contribution, taking into account the Company's operating
results for the current year and future risks, and reported to the Shareholders' meeting with
the approval of the Board Meeting.

(2) The remuneration of the General Manager and Vice General Manager is evaluated and

adjusted based on their duties, personal performance and contribution to the Company's
overall operations, the Company's operating performance for the year and the Company's
future risks, and with reference to the industry standard.
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IV. Implementation status of Corporate Governance
(I) Operation of the Board Meeting: The 17th Board of Directors met 9 times during the year 2020 and up to
April 15, 2021, and the attendance of the Directors is as follows.

Attendanc B Rate of
Title Name ein ro)>/< attendance in Note
person proxy person (%)
By-election was held on
Chairman Yueh-Ming Tung 9 0 100.00% #J::ti%%sztgll?é gtl:(rer:]t()jzrds of
shall be 9
Resigned on October 16,
Director Edward Shaw-Yau Duh 4 0 100.00% | 2020; numbers of meetings
to be attended shall be 4
Certain discharge on
Director Hok-Ngang Chui 5 1 83.33% | December 30, 2020; shall
attend the meeting 6 times
By-election was held on
PHISON ELECTRONICS
Director | CORPORATION 2 5 22.22% %J:;hlf’sztgfé Qt‘ig;]t(’izrds of
(Representative: Wee-Kuan Gan) 9
shall be 9
By-election was held on
. December 3, 2020; numbers
Director Daphane Wu 3 0 100.00% of meetings to be attended
shall be 3
Independent Resigned on December 9,
Director Philip Wei 6 0 100.00% | 2020; numbers of meetings
(Note) to be attended shall be 6
Independent By-election was held on
Director Ching-Tien Tsai 9 0 100.00% June_18, 2019; numbers of
(Note) meetings to be attended
shall be 9
Independent By-election was held on
Director | Jeng-Ren Chiou 9 0 100.000 | June 18, 2019; numbers of
(Note) meetings to be attended

shall be 9

Other matters that require reporting:
. Ifany of the following situations occur, please expressly state the dates and sessions of the Board Meetings,
motion contents, all Independent Directors' opinions and the Company's response to Independent Directors'
opinions:
Matters listed in Article 14-3 of the Securities and Exchange Act: The Company has established an
Audit Committee on June 18, 2019, and the provisions of Article 14-3 of the Securities and Exchange
Act are not applicable. For a description of the matters set forth in Article 14-5 of the Securities and
Exchange Act, please refer to the Audit Committee's operations and other matters to be recorded (page

(1

(1

18).

In addition to previous matters, other resolutions of the Board Meetings for which the Independent
Directors express adverse opinions or qualified opinion with records or with written statements: None.

Il. The status on Directors executing the proposal of conflict of interest:

Date of Board
Meeting

The status on Directors executing the proposal of conflict of interest

October 16,

The chairman of the Board of Directors, Mr. Edward Shaw-Yau Duh, Mr.

2020 Chien-Cheng Pan and Mr. Hok-Ngang Chui are the parties to the strategic
cooperation and signed the cooperation contract with CHIPBOND TECHNOLOGY
CORPORATION, and were recused in accordance with the rules of the Board
Meeting regarding conflict of interest. The motion was presided over by Director
Yueh-Ming Tung on behalf of the Chairman, and was approved with the consent of

4 other Directors who did not recuse themselves from the meeting.

October 16,

The Company amended some articles of the "Articles of Incorporation™ and the

2020 Chairman, Mr. Edward Shaw-Yau Duh, the Director, Mr. Chien-Cheng Pan, and
Director, Mr. Hok-Ngang Chui, were recused in accordance with the rules of the
Board Meeting regarding conflict of interest.
Director Yueh-Ming Tung on behalf of the Chairman, and was approved with the
consent of 4 other Directors who did not recuse themselves from the meeting.

The motion was presided over by
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October 16,
2020

The Company issued Preferred Shares in 2020, and the Chairman, Mr. Edward
Shaw-Yau Duh, the Director, Mr. Chien-Cheng Pan, and Director, Mr. Hok-Ngang
Chui, were recused in accordance with the rules of the Board Meeting regarding
The motion was presided over by Director Yueh-Ming Tung
on behalf of the Chairman, and was approved with the consent of 4 other Directors

conflict of interest.

who did not recuse themselves from the meeting.

October 16,
2020

The Company convened its first Extraordinary Shareholders’ Meeting in 2020, and
the Chairman, Mr. Edward Shaw-Yau Duh, the Director, Mr. Chien-Cheng Pan, and
Director, Mr. Hok-Ngang Chui, were recused in accordance with the rules of the
Board Meeting regarding conflict of interest.
Director Yueh-Ming Tung on behalf of the Chairman, and was approved with the
consent of 4 other Directors who did not recuse themselves from the meeting.

The motion was presided over by

I1l.  The status of Performance Evaluation on the Board of Directors: On March 27, 2020, the Company adopted
the “Performance Evaluation of the Board of Directors” in order to implement corporate governance and
enhance the functions of the Board of Directors and functional committees, the performance of the Board of
Directors is evaluated annually in accordance with the Performance Evaluation of the Board of Directors,
and the results are reported to the Board Meeting.

Cycle of | Period of Scope of . 2020 evaluation
evaluation | evaluation | evaluation Methods and contents of evaluation results
Self-evaluation on the performance of the The Company's Board
Board of Directors: of Directors and
A. Level of involvement in the Company’s functional committees
operation _ exercise their
B. Improvement on the quality of the Board | authority in
Meeting’s decisions accordance with the
C. the makeup and the structure of the law. Among them,
members .of the B:oard Qf D|rectors. members of the Board
D. Tl_le Dlrectors Electlon and Their of Directors have low
Continuing Education scores in the area of
E. Internal control "Electi
. ection and
Self-evaluation on the performance of Continuina Education
members of the Board of Directors: nuing »
The Board A. Alignment of the goals and mission of the | foF Directors”, and the
Meeting, Company: Board of Directors
Evaluates | January 1, individual B. Understanding and recognition of the ‘é‘g::tﬁ]r&\)’lﬁe
once 2020 to members of respon5|b|I|§|es of D|rectgrsh|p fessional
ever December Board of C. Level of involvement in the Company’s protessiona
y Directors, operation development
year 81,2020 | .14 D. Management and communication on programs to enable
functional internal relationship Directors to
committees E. The Directors’ Election and Their strengthen their

Continuing Education
F. Internal control
Self-evaluation on the performance of
functional committees:
A. Level of involvement in the Company’s
operation
B. Understanding and recognition of the
responsibilities of functional committees
C. Improvement on the quality of the
functional committees’ decisions
D. Makeup and selection of the committee
members and
E. Internal control

knowledge and skills.
The evaluation results
showed that regarding
the efficiency and
effectiveness of each
benchmark, the
Directors all have
shown positive results
in evaluation.

IV. Evaluation of the current and most recent year on objectives for enhancing the functions of the Board of
Directors (e.g., establishment of an Audit Committee, enhancement of information transparency, etc.) and
their implementation:

(I) The Company’s Chairman does not concurrently hold managerial positions.
(11) On June 18, 2019, the Company's General Shareholders' Meeting elected Independent Directors and

established an Audit Committee to replace the Supervisors' duties and responsibilities to strengthen the
Board Meeting's functions.
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(I1) The operating status regarding the Audit Committee:
For the year 2020 and up to April 15, 2021, the first Audit Committee had 8 meetings, and the
attendance of Independent Directors was as follows:

Attendance in

Attendance Rate

Title Name person By proxy (%) Note
Independent Ching—'_l'ien 8 0 100% Numbers of meetings to be
Director Tsai attended shall be 8
Resigned on December 9,
In(IiDepentdent Philip Wei 6 0 100% 2020; numbers of meetings
irector to be attended shall be 6
Independent Jeng.—Ren 8 0 100% Numbers of meetings to be
Director Chiou attended shall be 8

Other matters that require reporting:
I For Audit Committee meetings that meet any of the following descriptions, state the date and session of
Board of Directors meeting held, motion contents, the Audit Committee's resolution, and how the Company
has responded to the Audit Committee's opinions:
() Matters specified in Article 14-5 of the Securities and Exchange Act: after the entire members of Audit
Committee, they will be submitted to the Board of Directors.

of the first Audit
Committee

Date Term Motion content
March 27, 2020 Third session of | 1. 2019 individual and consolidated financial statements
the first Audit 2. The effectiveness of the internal control system and
Committee provision of “Internal Control System” for 2019
3. 2019 earnings distribution.
4. 2019 remuneration distribution for Employees and
Directors
5. Loaning to OSE Phils: borrow-new-return-old proposal.
6. OSE Phils' guarantee of fixed deposits for loans.
7. Revision of some provisions of the “Articles of
Incorporation.”
8. Amendment to the “Audit Committee Organizational
Procedures”.
9. Establishment of the Ethical Corporate Management Best
Practice Principles.
May 7, 2020 Fourth session 1. Formulation of the “Operational Procedures of the
of the first Audit Internal Control System”.
Committee 2. Loaning to OSE Phils: borrow-new-return-old proposal.
3. Evaluation of 2020 CPA's independence and
appropriateness.
4. Proposal on disposal of Kai-ying plant.
5. Formulation of the “Ethical Corporate Management Best
Practice Principles”.
6. Private placement of ordinary shares for cash capital
increase.
August 12, 2020 Fifth session of | 1. Revision of some internal control systems and
the first Audit implementation details of internal audits.
Committee 2. Loaning to OSE Phils: adjustment on the interst rate.
3. Transfer of other receivables from OSE Phils beyond the
credit period to a loan of funds.
4. Loaning to OSE Phils: borrow-new-return-old proposal.
October 16, 2020 Sixth session of | 1. The resolution of the 2020 Annual General Meeting of
the first Audit Shareholders to increase in cash the share capital of the
Committee private placement of common shares, was not executed.
2. Proposal on the Company’s proposal for 2020 issuance of
preferred shares through a private placement.
November 5, 2020 | Seventh session | 1. The Company signed an agreement of a strategic

partnership with CHIPBOND TECHNOLOGY
CORPORATION, and is planning on amending part of
the content in the agreement.
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and Spokesperson".

Bank Credit Line".

4. Discussion on the fourth quarter of 2020

2. “List of candidates for the 17th by-election of Directors”.
3. The reconfirmation of "Change of Chief Financial Officer

"Proposal on

5. Loaning to OSE Phils: borrow-new-return-old proposal.

December 3, 2020 | Eighth session | 1, The number and price of the preferred shares to be issued
of the first Audit in the private placement for 2020 and the base date of the
Committee capital increase.

January 26, 2021 Ninth session of | 1. To elect the convener of the first Audit Committee.
the first Audit 2. Loaning to OSE Phil.
Committee 3. The reconfirmation of "Change of Chief Financial

Officer".

March 10, 2021 Tenth session of | 1. 2020 Individual and Consolidated Financial Statement.
the first Audit 2. 2020 Deficit Compensation Statement.
Committee 3. The effectiveness of the internal control system, and

for 2020.

Incorporation.”

first quarter, 2021.

provision of the “Declaration of Internal Control System”

4. Revision of some provisions of the “Articles of

5. Revision of some provisions of the “Operating Procedure
for Assets Acquisition and Disposal.”

6. The proposed change of certified public accounting firm
and certified public accountant will be effective from the

7. Loaning to OSE Phils: borrow-new-return-old proposal.

(1

0

Aside form the previous motions, other matters adopted by the approval of two-thirds or more of all

Directors, without having been passed by the Audit Committee

of the Company: None.

Il.  For the implementation of Independent Director s' recusal for conflicts of interests, the Independent Director
s' name, motion contents, reasons for the required recusal and participation in the voting process: None

I1l.  State of communication between Independent Director s, internal audit Supervisor and CPA (such as
significant items, methods and results of communications on the Company's finances and business status):

The Company's certified public accountants regularly meet with the Audit Committee to discuss

matters of communication:

Date

Item of communication

Results of
communication/execution

March 27, 2020

The Auditor will issue an individual and
consolidated financial report for the year 2019,
with key findings and explanations for the
Independent Directors' review, and will respond
to and discuss the issues raised by the
Independent Directors.

The Audit Committee has no
objection to the results of
the audit of the 2019
financial statements.

August 12, 2020

Review of Consolidated Financial Statements and
Discussion of Reports for the Second Quarter of
2020.

The Audit Committee has no
objection to the results of
the audit of the financial
statements of the Second
Quarter of 2020.

March 10, 2021

The Auditor will issue an individual and
consolidated financial report for the year 2020,
with key findings and explanations for the
Independent Director s' review, and will respond
to and discuss the issues raised by the
Independent Director s.

The Audit Committee has no
objection to the results of
the audit of the 2020
financial statements.

(1

The Company's internal head of audit regularly meet with the Audit Committee to discuss matters of

communication:
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Date

Item of communication

Results of
communication/execution

March 27, 2020

Present the 2019 “Declaration of Internal Control
System”.

No objections.

Report on the performance of internal audit execution
of January to February of 2020.

No objections.

May 7, 2020

Report on the performance of internal audit execution
of March, 2020.

No objections.

August 12, 2020

Report on the performance of internal audit execution
of April to June, 2020.

No objections.

November 5, 2020

Report on the performance of internal audit execution
of July to September of 2020.

No objections.

To establish the Company's internal audit plan for
2021.

No objections.

March 10, 2021

Present the 2020 “Declaration of Internal Control
System”.

No objections.

Report on the performance of internal audit execution
of January to February of 2021.

No objections.
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(1) Implementation status of corporate governance and the variations and causes of variations from the Corporate Governance Best Practice Principles for TWSE/TPEX

Listed Companies.

Evaluation item

Operation status

The variations and causes of
variations from the Corporate
Governance Best Practice

Yes | No Summary Description Principles for TWSE/TPEX Listed
Companies
I. Has the Company defined and disclosed V  |The Company has not established “Corporate Governance Best Practice Compliance with Corporate
its corporate governance best Principles for TWSE/TPEx Listed Companies.” But it has defined Rules of Governance Best Practice
practice principles in accordance Procedure for Shareholders Meeting, Rules of Procedure for Board Meeting and |Principles.
with the “Corporate Governance Rules of Ethical Management and internal control system, the corporate
Best Practice Principles for governance spirit is included in the internal control system and related
TWSE/TPEx Listed Companies?” management regulation to achieve the operation of corporate governance.
I1. Structure of shareholdings and
shareholder’s equity \% (I)  The Company has established a spokesperson system and we provide Compliance with Corporate
M Has the Company established the service personnel for Shareholders’ affairs in the accounting dept. to deal |Governance Best Practice
internal procedures for handling with Shareholders' suggestions and related affairs. In addition to providing |Principles.
shareholder suggestions, the investors with contact windows, we have also appointed a professional
questions, disputes and litigation stock transfer agency to provide professional consulting services.
and implement according to the V
procedures? (1) The Company can understand and control the major structure of
Shareholders from the regular report of changes in shareholding of
(m Has the Company kept an Directors, Supervisors and Managerial Officers by the stock transfer
up-to-date list of its dominant \% agency and insiders
Shareholders and the parties with
ultimate control over its dominant
Shareholders? (111) The management responsibilities between the Company and its affiliates
V are divided clearly, “Regulation on Stakeholders Transaction” and
(1) Has the Company established and “Supervision and Management of Subsidiary” are also defined and the

implemented a risk control and
firewall mechanism among its
affiliates?

(IV) Has the Company established

internal rules to prevent the insiders

from trading marketable securities

through undisclosed information in

the market?

finance, business, accounting of affiliates operates independently under
the control and audit of the Company.

(V) The Company has defined “Code of Ethics” and “Internal Material

Information Processing Operating Procedure” which is applicable to
Directors, Supervisors, Managerial Officers, Employees of the Company
and the update and promotion of the relevant information is implemented
on an irregular basis.
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Evaluation item

Operation status

The variations and causes of
variations from the Corporate
Governance Best Practice

Yes | No Summary Description Principles for TWSE/TPEX Listed
Companies
I11. Composition and duties of the Board
of Directors ()  The Board of the Company has seven Directors including three Compliance with Corporate
()] Has the Board of Directors \% Independent Directors and one female Director; the Directors specialize in |Governance Best Practice
established and implemented a different professional qualifications, skills and knowledge. They are Principles.
defined policy to diversify the prestigious individuals in the academic field and the industry with rich
Board Members? experience of the industry and academic background, and they are greatly
beneficial to increase of business performance and management efficiency
(1) Inaddition to the Remuneration \% for the Company. May be established according to
Committee and the Audit (I1)  The Company has established the Remuneration Committee according to |requirements
Committee required by law, has law, and other corporate governance operation is responsible by each
the Company voluntarily department based on its duties. The Company has not established other
established other functional functional committees and it will be established in the future according to
committees? the requirement.
Compliance with Corporate
(1) Has the Company established the V Governance Best Practice
Board of Directors’ performance (111) The Company's Board of Directors have established the Board of Principles.
evaluation and its evaluation Directors' Performance Evaluation Method on March 27, 2020, and the
methods, and does the Company results of this performance evaluation will be submitted to the Board of
perform regular performance Directors for reference of individual Directors' salary compensation and
evaluation each year and submit nomination for reappointment.
the results of performance
evaluations to the Board of
Directors and use them as
reference in determining \ (V) The Company's CPAs do not serve as the Company's Director and Compliance with Corporate
remuneration for individual Supervisor and are not the Company's Shareholders, and abides by Governance Best Practice
Directors, their nomination and Certified Public Accountant Act and the Bulletin of Norm of Professional |Principles.
additional office term? Ethics for Certified Public Accountant of the Republic of China No. 10
The Company implements regular evaluation (once a year) of the CPAs’
(1V)  Does the Company regularly independence and appropriateness. After the Audit Committee evaluated

evaluate the independence of
certified public accountants?

the CPAs’ independence and appropriateness on March 10, 2021, it was
delivered to the Board of Directors for resolution and the independence
statement issued by the certified public accountant was provided.

-2




Evaluation item

Operation status

The variations and causes of
variations from the Corporate
Governance Best Practice

Yes | No Summary Description Principles for TWSE/TPEX Listed
Companies
IV. Where the Company is a TWSE/TPEX| V The Company has personnel responsible for stock related matters in the Compliance with Corporate
listed company, has the Company Accounting Department, who is also responsible for matters related to the Governance Best Practice
designated an appropriate number governance of the Company. And there will have a Head of Corporate Principles.
of personnel that specializes (or is Governance by June 30, 2021 , whose primary responsibilities will include:
involved) in corporate governance (1) Handling of matters relating to Board Meetings and Sharcholders’ Meetings
affairs (including but not limited to in compliance with law.
providing Directors/Supervisors (2) Production of minutes for the Board Meetings and Shareholders' Meetings.
with the information needed and (3) Assisting Directors to assume Directorships, and their continuing education.
assist Directors and Supervisors in (4) Providing information needed for Directors to perform duties.
complying with the laws and (5) Assisting Directors to comply with compliance.
regulations to perform their duties,
convention of Board Meetings and
Shareholders’ Meetings,
preparation of Board Meeting and
Shareholders’ Meeting minutes
etc.)?

V. Has the Company established the V () The Company has a spokesperson and deputy spokesperson, the related  |Compliance with Corporate
channels for communication with the contact information is disclosed on Market Observation Post System and |Governance Best Practice
stakeholders (including but not the Company’s website according to the regulation. Meanwhile, the Principles.
limited to the Shareholders, Company also discloses financial and  Shareholders affairs-related
Employees, customers and information on Market Observation Post System and its website to
suppliers), set up the stakeholder establish great communication channels with investors.
section in the Company’s website, (1) The Company has established the stakeholder section (including but not
and respond appropriately to limited to relations with departments of jurist persons, public relations,
important CSR issues concerned by stock affairs, HR, customer service and procurement) under CSR on the
the stakeholders? Company's website, and specified the contact channels with stakeholders

to make the Company understand the issues concerned by stakeholders
and respond to them appropriately.

V1. Has the Company appointed a \% The Company has appointed a professional stock transfer agency- stock transfer |Compliance with Corporate
professional stock transfer agency to agency of CTBC Bank Co., Ltd to assist in stock affairs for the Company. Governance Best Practice
deal with Shareholders’ Meetings Principles.
affairs?

VII. Information disclosure

(1) Has the Company set up a website to \Y ) The Company has set up a website(www.ose.com.tw) to introduce the  |Compliance with Corporate
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Evaluation item

Operation status

The variations and causes of
variations from the Corporate
Governance Best Practice

Yes | No Summary Description Principles for TWSE/TPEX Listed
Companies
disclose its financial and Company’s situation and relevant operations, and also disclosed and Governance Best Practice
corporate governance reported all the financial, business operations and corporate governance |Principles.
information? information on Market Observation Post System according to the
(11) Has the Company adopted other \Y/ regulations of the competent authority.
methods to disclose information (1) The Company has set up a Chinese/English website, established the
(such as setting up an English spokesperson and deputy spokesperson systems to take charge of the
website, designating dedicated external communication, and designated the dedicated personnel to
personnel to gather and disclose disclose the Company information on Market Observation Post System
company information, website according to the regulation.
implementing the spokesperson
system, and posting investor
conferences on video in the
Company website)? V' |(I1l) The Company has published and reported its annual financial report

(111) Has the Company published and
reported its annual financial report
within two months after the end of
a fiscal year, and published and
reported its financial reports for
the first, second, and third
quarters, as well as its operating
status for each month before the
specified deadline?

within the required period (within three months) and financial reports of
the first, second and third quarters (within 45 days), and the monthly
operating status (within the 10th day of each month) in accordance with
Article 36 of the Securities and Exchange Act.
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Operation status The variations and causes of
variations from the Corporate

Evaluation item ves | No Summary Description Governance Best Practice
y P Principles for TWSE/TPEX Listed
Companies
VIII. Is there any other material \% ()  Employee rights, Employee care: The Company has assigned the HR as  |Compliance with Corporate
information that will help the the dedicated unit for handling Employee rights. In addition, the Company |Governance Best Practice
stakeholders understand the has also set up the Employee Welfare Committee to take care of the Principles.
implementation status of corporate Employees, and all of them work smoothly.
governance in the Company (1) Investor relations: The Company has established communication channels
(including but not limited to like spokesperson and deputy spokesperson system to answer the relevant
Employee rights, Employee care, questions asked by the Shareholders.
investor relations, supplier relations, (111)  Supplier relations: The Company has kept a good relationship with the
stakeholder rights, further study suppliers and also set up the contact window under the stakeholder section
status of Directors and Supervisors, on the Company's website.
the implementation status of the risk (IV) Stakeholders' rights: The Company respects and protects stakeholders'
management policy and risk legal rights, keeps good communication channels with customers,
measurement standard, the Employees and suppliers, and discloses the related information and
implementation status of the provides all the real-time company information according to the regulation
customer policy, and the Company's of competent authority.
purchase of liability insurance for (V) The status on Directors’ and Supervisors’ continuing education: all of the
Directors and Supervisors)? Directors and Supervisors have relevant operational experiences and

professions, please refer to Annex 1 for further education status of 2020.

(V1) The implementation status of the risk management policy and risk
measurement standard: The Company's material motions such as material
operation policies, investments, endorsements and guarantees, loaning and
bank loans are evaluated and analyzed by the appropriate competent
authority and executed according to the resolution of the Board Meeting,
the Auditing Office also establishes and effectively implements its annual
audit plan according to the risk evaluation result to fulfill supervision
mechanism and control all the risks.

(VII) The implementation status of the customer policy: The Company has
established dedicated unit to handle the implementation of the customer
policy, and the implementation status goes smoothly.

(V) The status of the Company purchasing liability insurance for Directors and
Supervisors: The Company purchases liability insurance for Directors and
managers annually. The insurance coverage is periodically evaluated
annually and the renewal of Directors' liability insurance is reported to the
Board of Directors.
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Operation status

The variations and causes of

Evaluation item
aluation fte Yes No

Summary Description

variations from the Corporate
Governance Best Practice
Principles for TWSE/TPEX Listed
Companies

IX. Please specify the status of improvements which have been made and propose the prioritized improvements for other matters which have not been improved yet according
to the Corporate Governance Evaluation results announced by the Corporate Governance Center of Taiwan Stock Exchange Corporation in the most recent year.

Improvements which have been made/ proposal of the

Number Evaluation indicator prioritized improvements for other matters which have not been
improved yet
Does the Company truthfully disclose the reason of discussions and resolutions of the The date and period of the annual meeting of the Compensation
Remuneration Committee and the Company’s response to members’ opinions in the Committee 2020, the content of motions, the results of
211 annual report? resolutions and the Company's handling of the opinions of the
Compensation Committee are described on page 30 of this
annual report.
35 Does the MOPS upload the annual report disclosed in English 7 days prior to a general The Company uploads its annual financial reports disclosed in
' meting of Shareholders? English within the required time.
Does the Company’s website and the annual report disclose the personal safety of The Company has specified the personal safety and protective
workers and protective measures in workplace as well as their actual implementation measures in workplace as well as their actual implementation
4.10 status? status in the annual report; it has also been disclosed that the
Company has obtained the OHSAS 18001 or TOSHMS
certification.
Has the Company disclosed annual emissions of carbon dioxide or other greenhouse The Company has disclosed annual emissions of carbon dioxide
4.11
gases over the past two years? or other greenhouse gases for 2018 and 2019.
Has the company obtained 1SO 14001, 1ISO50001 or similar environmental or energy The Company has disclosed the date and validity of the
4.13 management system certification? certification in the annual report, company website and the CSR

report.
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Annex 1

_ Date of Date of further study _
Title Name assumption Organizer Name of class Hours
of office From To
. Yueh-Ming September 18, September |Securities and Futures - :
Chairman Tung June 18, 2019 2020 18,2020 |Institute The newest revision and analysis of the Company Act 3
March 20, March 20, )
2020 2020 Trust and Trusted Property’s Tax 3
. _ June 12, 2020 |June 12, 2020|The National Federation Application of newly issued Statements of Auditing Standards, No. 3
Independent |Ching-Tien e 69 to 72
Director Tsai June 18, 2019 August 31 August 31 of CPA Associations of _ :
5020 5020 the R.O.C. The latest SFC & Practical Analysis 3
October 12, | October 12, s
2020 2020 Post-APG forecast and prospects (AML) 3
_ Introduction to Common Asset Protection Tools in Taiwan - 3
Independent | Jeng-Ren June 18. 2019 September 4, | September 4, | Taiwan Corporate Beginning with the Closed Company System
Director Chiou ’ 2020 2020 Governance Association . . .
Insider Trading Prevention and Countermeasure 3
Accounting Executive Continuing Education - Insight into the 3
hidden messages in financial statements
Accounting Executive Continuing Education - Commercial 3
. Bribery and the Whistle Blowing Act
Head O.f Shu-Yung | December 1, July 16, 2020 |July 17, 2020 Nat_lona! Cheng Kung Accounting Executive Continuing Education - Taxation
Accounting Chu 2018 University : S . 3
Management in Multinational Enterprises
Accounting Executive Continuing Education - The Impact of
Global Tax Avoidance on Taiwanese Businesses' Capital 3
Allocation, and Key Analysis of Corporate Merger and Acquisition
May 22, 2020 [May 22, 2020 Practical operation and law analysis after the implementation of 6
the Company Act
; Internal Auditor Core Knowledge Skills Course (1):
o July 11, 2020 |July 25, 2020 |Internal Audit . 18
Chief auditor Chlcv\lljung Auggitgl& Association of the The Essence of Internal Audit
July 15, 2020 |July 15, 2020 |Republic of China Class on Audit Practice of Manufacturing Material System 6
July 31, 2020 {July 31, 2020 Policy analysis and internal audit and control practice for 6

enterprises to enhance the ability of self-prepared financial reports

-27 -




Title

Name

Date of
assumption
of office

Date of further study

Organizer Name of class Hours

From To
August 22, | September 5, Internal Auditor Core Knowledge Skills Course (11): 18

2020 2020 The Practice of Internal Audit
August 28, | August 28, Business Activities and Case Studies on Dishonest Business 6

2020 2020 Conduct

September 8, | September 8, Hovy to prevent major fmanmal malp_ractlce '(short'-selllng, insider
trading, transfer of benefits, stock price manipulation, 6
2020 2020 . A . ) .
unconventional trading, inaccurate financial reporting, etc.)
September 11,| September Labor law knowledge for auditors - from recruitment to 6
2020 11, 2020 termination
September 14,| September Internal audit guidelines for sales and collection cycles and 6

2020 14, 2020 compliance with laws and regulations
October 17, | November Internal Auditor Core Knowledge Skills Course (111): 24

2020 17, 2020 Business knowledge of internal auditing
October 22, | October 22, Legal risks of business management and internal auditors' 6

2020 2020 countermeasure
December 8, | December 8, . . . . . .

2020 2020 Practical operation of privacy policy on internal audit 6
Jangg%zo, Jan;g%zo, Latest IFRS Q&A and Certificate of Common Mistakes Analysis 3
January 20, | January 20, Accounting Foundation The Impact of the Newly Released “Labor Incident Act” on 3

2020 2020 Enterprises and the Certificate of Response
July 9, 2020 | July 9, 2020 Corporate social responsibility 3

September 18, September [Securities & Futures Analysis of corporate financial information and application to 3

2020 18, 2020 [Institute decision making
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(IV)If the Company has established the Remuneration Committee, the composition, duties and operation status should be disclosed:

1. Information of members of the Remuneration Committee

Meet one of the following professional qualification
requirements and at least five years’ work experience

Status of independence (Note 2)

Number of
Criteria|An instructor or A judge, public Have work other public
higher position ina  |prosecutor, attorney, |experience in companies in
department of CPA or Other the fields of which the
Identity commerce, law, professional or commerce, law, individual is
category finance, accounting, (technical specialist  |finance, concurrently Note
(Note 1) or other academic necessary for the accounting, or 1 2 3 4 5 6 7 8 serving as a
department related to [business of the other work member of
Name the business needs of [company who has experience the
the company in a passed a national necessary for Remuneration
public or private examination and been |the business of Committee
junior college, college |awarded a certificate. |the company.
or university.
Inde;pendent Ching-'_l’ien v v v v v v v v v v 1 None
Director Tsai
Independent |  Jeng-Ren
Director Chiou Y Y Y Y Y Y Y Y Y 3 None
Independent - . Resigned on
Director | PPilip Wel Y Y SRS RS RS E ! Decernber 14, 2020
Others | Cha-Hwa Hsu v vlvi| vl v v v] vV 0 Newly appointed on

January 26, 2021

Note 1: Please fill in Director, Independent Director or others in the identity category column.

Note 2: Please check “v" in the corresponding boxes if the qualification applies to each member during the two years prior to being elected or during the term of office.

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

2) Not a Director or Supervisor of the Company or any of its affiliates. Except for Independent Director s of the Company or its parent company or a subsidiary
established in accordance with this Act or the local laws.

3) Holding more than 1% of the total outstanding shares issued by the Company or among the top 10 natural person Shareholders by the person or his spouse or minor
children, or in the name of a third party.

(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 an legal person shareholder holding more than 5% of the total outstanding shares issued by the Company, or Director,
Supervisor or Employee of an legal person shareholder who is among the top five Shareholders.

(6) Not a Director, Supervisor, Managerial Officer of a specified company or institution which has a financial or operational relationship with the Company or a
shareholder holding more than 5% of the total outstanding shares issued by the Company.

@) Not a professional individual, owner, partner, Director, Supervisor, Manager of proprietorship, partnership, company or institution that provides commercial, legal,

financial and accounting services to the company or its affiliates, or a spouse to the aforementioned persons.

®)

Not under any of the categories stated in Article 30 of the Company Act.
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2. Operating status of the Remuneration Committee

(1) The Company's Remuneration Committee consists of three members.

(2) The Company’s Board Meeting had an election on June 18, 2019. The term of office of this Board
(fourth Board) is August 13, 2019 to June 17, 2022.
(3) The Remuneration Committee held 6 meetings (A) in the most recent year (2020). The

qualification of members and the status of attendance are as follows:

Attendance Rate of attendance
Title Name in person By proxy in person (%) Note
(B) (B/A) (Note)
: - The fourth re-election:
Convener Chlpl_g;il'len 6 0 100% numbers of meetings to be
attended shall be 6
Member Jena-Ren The fourth re-election:
of the Cﬁi ou 6 0 100% numbers of meetings to be
Committee attended shall be 6
Member Resigned on December 14,
of the Philip Wei 4 0 100% 2020; numbers of meetings to
Committee be attended shall be 4
Member Cha-Hwa Resigned on January 26,
of the Hsu 2 0 100% 2021; numbers of meetings to
Committee be attended shall be 2

Other matters that require reporting:
l. When the Board Meeting rejects or modifies the recommendations made by the Remuneration
Committee, please expressly state the date and session of the Board Meeting, motion contents, the
resolved by the Board Meeting, and settlement on the opinions of the Remuneration Committee: none.
Il. When there are any of members expressing adverse opinion or qualified opinion with records or with
written statements for resolutions by the Remuneration Committee, state the date and session of the
Remuneration Committee meeting, motion contents, all the members' opinions and the settlement on

their opinions:

The Company’s

Sixth meeting
(November 5,

pension case.

approved the
motion without

Remuneration : : Resolution response to the
Committee Motion contents and further handling result AudiE[)Committee's
opinions
1. Reconfirmation of the performance
bonus for the Company's Executive
Officers in 2019
2. 2019 remuneration distribution for
Employees and Directors.
3. Amendment to the “Calculation :
The fourth Method for Employees’ Bonus”. Alrlngtrfg g,lsng Was submitted to
Board 4. Formulation of the “Remuneration approved the the Board Meeting
Third meeting Measures for Directors and Members mgt[i)on without and all attending
(March 27, of Functional Committee”. anv dissentin Directors have
2020) 5. Amendment to the “Rules Governing yo inion g approved
the Scope of Powers of Independent P
Directors”.
6. Cancellation on Directors’ travel
allowances.
7. Formulation of the “Board of
Directors’ Performance Evaluation”.
All attending :
The fourth 1. The compensation package for members txgaéggpm\l}lt:gtitr?
Board managers in 2019. approved the and all attendin g
Fourth meeting | 2. 2019 Annual remuneration motion without Directors haveg
(May 7, 2020) distribution to Directors. any dissenting approved
opinion
The fourth _ _ _ ALIr]zétrLeglglsng Was submitted to
Board 1. Reconfirmation of the compensation anproved the the Board Meeting
Fifth meeting for the company's Managerial mc?t?on without and all attending
(August 12, Officers in 2020. any dissenting Directors have
2020) opinion approved
The fourth - : . : All attending Was submitted to
1. Retiring Chairman's Pension Case. .
Board 2. Retiring Chief Financial Officer’s members the Board Meeting

and all attending
Directors have
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Seventh meeting

approved the

Executive Officers' compensation and motion without

2020) any dissenting approved
opinion
Reconfirmation of the performance :
The fourth bonus for the Company's Executive Alrlnztr%egle%ng Was submitted to
Board Officers in 2020. the Board Meeting

and all attending

Eighth meeting
(April 15, 2021)

motion without
any dissenting
opinion

Manager.

(March 10, remuneration adjustment. : : Directors have
2021) 3. Amendment to the “Compensation anyod Iis :i%r:]tlng approved
Committee Charter”. P
All attending :
The fourth members t\r:gaé gg?énl:}ltggif
Board 1. Remuneration for the new General approved the g

and all attending
Directors have
approved

Note:

(1) If a member of the Remuneration Committee resigns before the end of a fiscal year, state the
service termination date in the remarks section, and the rate of attendance in person is
calculated by the number of the Remuneration Committee meetings and his attendance in
person during his service period.

(2) If a Remuneration Committee re-election is held before the end of a fiscal year, the name of
former and newly-elected members should all be listed, and also state the status of the
members: former, newly-elected or re-elected, and the re-election date in the remarks section.
The rate of attendance in person (%) is calculated by the number of the Remuneration
Committee meetings and the attendance in person during his service period.

(V) The variations and the causes of variations from the Corporate Social Responsibility Best Practice
Principles for TWSE/GTSM Listed Companies:

Evaluation item

Operation status

The variations and
the causes of
variations from the
Corporate Social
Responsibility Best

Yes| No Summary Description . e

Practice Principles
for TWSE/GTSM
Listed Companies

I. Has the company The Company follows the requirements of the GRI (Global

performed risk Reporting Initiative) when planning for CSR strategies as

assessments on well as their implementation. Material assessment is

environmental, social, determined by the degree of concern of stakeholder groups

and corporate issues in and the degree of impact on the Company’s operation. The

relation to the v Company manages and responds according to the order of None

company’s operations the material degree. The top management has signed social

according to material responsibility declaration in combination with the existing

principles, and ESH policy to clearly declare his dedication to following

formulated relevant risk CSR-related regulation, and the implementation

management policies or effectiveness is submitted to the top management

strategies? regularly.

I1. Has the Company

established a dedicated

g&opr}g%(g%?tgourggrt;e General Admin. Dept., General Manager Office and each

social responsibility? group jointly promote various tasks of the Company's

Has the Board of CSR. The CSR management system is audited annually by

Directors delegated a \Y internal and external personnel to ensure the management None

senior management system is continuous improving; the result of audits are

team to handle CSR reviewed by the management to ensure its continuous

affairs and report its efficiency.

implementation status

back to the Board?

I11. Environmental

Issues The Company has established a management system of

(1) Has the company \Y environment, safety and health and acquired I1SO 14001 None

established an
appropriate

(valid until 2022), OHSAS 18001 (valid until 2021) and
CNS15506 (valid until 2021) certifications. Formulate
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Evaluation item

Operation status

The variations and
the causes of
variations from the
Corporate Social
Responsibility Best

Yes| No Summary Description . Y
Practice Principles
for TWSE/GTSM
Listed Companies
environmental measurable goals and management programs, regularly
management system review the goals and the effectiveness of the management
based on the programs.
characteristics of its
industry?
(1) Is the Company
dedicated to improving The Company has established energy management
the utilization efficiency standard operating procedure to regularly review the
of all the resources and v utilization status of water, electricity and other energy, None
using the recycled implement the projects of energy conservation and carbon
materials with low reduction in the factories to improve the utilization
impact on the efficiency of energy.
environment?
(111) Does the company
gafjezspggﬁgr?i?ilerslsm The Company has established GHG inventories-related
associated with climate | V operation standard according to ISO 14064-1 standard, and None
change, and undertake implemented all the projects of energy conservation and
measures in response to carbon reduction according to 1SO 14001 standard.
climate issues?
The Company has established GHG inventories-related
operation standard according to 1ISO 14064-1 standard, and
implemented all the projects of energy conservation and
carbon reduction according to ISO 14001 standard.
Information for the past two years:
Metric tons/CO2e 2019 2020
(1V) Does the Company Scope 1 1,355450|  1.48%| 1,106.037 1.37%
maintain statistics on
greenhouse gas Scope 2 89,933.713| 98.52%| 79,396.607 98.63%
andlst%?arll’v\\;\gtérv%sl%?ﬁe Total emission 91,289.163| 100.00%| 80,502.644| 100.00%
in the last two years, \Y/ 1. Water Usage None
and implement policies Tonnage 2019 2020
aimed at reducing
energy, carbon, Total water usage 1,822,005 1,530,449
greenhouse gas, water Waste water
and waste? recovery volume 432,380 422,715
I11. Waste
Tonnage 2019 2019
Total amount 3,615,582 2,628,924
Waste recovery 1,331,584 872,685
volume
V. Social Issues
(I) Has the Company
fnséiggz?ﬁgnie&tﬁgi es The formulation of all the management regulations of the
and procedures in Company follows and conforms with the related laws of
accordance with \Y the government, clearly declares its dedication to following None
international CSR-related regulation to ensure Employee's
relevant laws and rights and interests
international g :
conventions on human
rights?
(1) Has the Company The Company has established and enforced reasonable
developed and Employee welfare measures - please refer to V. Labor
implemented reasonable v Relations (Page 69); and the Company has appropriately None

Employee welfare
measures (including
compensation, leave of

reflected business performance in Employees’
remuneration - please refer to (VII1) Remuneration of
Employees and Directors (Page 55).
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Evaluation item

Operation status

Yes

No

Summary Description

The variations and
the causes of
variations from the
Corporate Social
Responsibility Best
Practice Principles
for TWSE/GTSM
Listed Companies

absence and other
benefits), and
appropriately reflected
business performance or
outcome in Employees'
remuneration?

(111) Has the Company
provided the Employees
with a safe and healthy

(1) The Company has established the occupational safety
and health management system and acquired OHSAS
18001 and CNS15506 certifications. The Safety and
Health Working Code of Conduct has also been
formulated and publicly announced after the approval
of the competent authority.

(2) The fire equipment of the entire plant is maintained on
a regular basis; a fire maintenance report form is
submitted and an inspection is carried out in accordance
with the regulation of the competent authority each
year.

work environmentand | V (3) Security, control access, monitoring and alarm system None
arranged regular safety have been put in place at various important entrances
and health education for and exits, environmental safety and health patrol is
Employees? enforced and self-inspection is carried out as required
by the law to strengthen the safety within the plant.

(4) Participating in occupational safety and health weekly
events and performing various safety and health
educational and training in accordance with the
government’s occupational safety and health education
and training laws and regulations, and obtain the
Healthy Workplace Certification_Health Promotion
Mark.

The Employees enter the training development system

from the first day they work in the Company. The system

includes the newcomer guidance training, and three major

parts containing the offline training, the online training and

the self-development training according to the Learning

gs\tg)bwgﬁggzrg:gfl?e%i?\% Map (engineering technique staff, administration staff). An
career development \ inventory check for the ability gap of Employees is None
plan for Employees? performed in the aspect of organizational needs,

’ departmental needs and individual needs in order to plan,
arrange the ability of personnel or formulate training plans
for personnel development and provide a comprehensive
training blueprint to Employees, ensuring the consistency
of talent development and Company’s operation goals.

(V) Has the Company

complied with laws and

international standards

with respect to The Company mainly specialize in OEM and does not

customers' health, have its own brand, so it does not conduct the related

safety and privacy, v marketing and labeling. The Company has set up a None
marketing and labeling communication channel for stakeholders, and a complaint

in all products and is handled according to the procedures if there is a need for

services offered, and compliant.

implemented consumer

protection policies and

complaint procedures?

(VI) Has the Company The Company includes the clauses for immediate

implemented a supplier termination or rescission in contracts when the supplier

management policy that violates the CSR policy. Besides, the Company requests

regulates suppliers' Vv the suppliers to abide by related environmental laws, issue None

conducts with respect to
environmental
protection, occupational

the related letter of guarantee and conduct on-site
inspection at any time, if the suppliers violate the laws, it
can terminate or rescind the contracts immediately.
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Operation status The variations and
the causes of
variations from the
_ Corporate Social
Evaluation item are
Yes | No Summary Description Responsibility Best
Practice Principles
for TWSE/GTSM
Listed Companies
safety and health or
work rights/human
rights issues, and
tracked suppliers'
performance?
V. Has the Company
taken reference from the
internationally accepted
reporting standards or
guidance when The Company compiles CSR reports each year according
compiling CSR reports to the GRI requirements. It has been evaluated that there is
to disclose \ no need to obtain the assurance of third party verification None
non-financial as of now. The Company may require a third party
information? Have the verification in the future according to needs.
reports mentioned
previously obtained the
assurance of third party
verification?

VI. If the Company has established its own CSR guidelines according to the “Corporate Social Responsibility Best Practice
Principles for TWSE/GTSM Listed Companies,” please specify the operating status and the variations between them:

The Comply has formulated the CSR-related regulations in all the operation standards of human resources, environmental
protection, safe and health to comply with the laws.

VII. Other important information that helps understand CSR operations:

(1) Environmental protection, safety and health:

1. The Company has established the air pollution control and wastewater treatment equipment according to the laws, it assigned
the qualified companies to dispose of or recycle the industrial waste, and has set up the wastewater recycling system. In
response to the government's policy, the Company launched activities such as the energy conservation and carbon reduction,
the garbage classification and recycling and the green procurement, and has been awarded “the First Place of the 2008
Building Renovation and Maintenance Rating,” “2013 Excellent Water-Saving/Energy-Saving Company,” “2016 Resources
Recycling Quality Award” by the Export Processing Zone of the Ministry of Economic Affairs and awarded“2011
Kaohsiung City Enterprise Energy-saving Rating Competition Excellent Award,” “Green Restaurant” by the Kaohsiung City
Government.

2. We have launched healthy workplace activity, promoted to quit smoking, encouraged the Employees to participate in the
hiking activities held by the government that can improve the health, and we have been awarded “Healthy Workplace
Accreditation” by the Heath Promotion Administration, Ministry of Health and Welfare in 2010, 2012,2016 and 2019,
respectively.

3. We participated in the evaluation of the series activities in the occupational safety and health week and were awarded “Judges'
list award,” “participation certificate” in 2012/2013/2014/2015/2016, respectively, by the Ministry of Labor of the Executive
Yuan.

(1) The community participation, social contribution, social services and so on:

1. The Company assisted and provided the police with materials recorded by monitoring equipment around the factories to
conduct the investigation of the cases, participated in the Zone Defense Organization of the Kaohsiung Export Processing Zone
to actively maintain the community order and was awarded “2015/2017 Accident Prevention Measures Quality Award” by the
Export Processing Zone.

2. The Company regularly launches internship opportunities during the school year and the summer vacation to make the
students who are going to enter the workforce adapt to the life in the work place in advance and know about the Company, job
responsibilities for the preparation for the future.

3. The Company has various clubs for activities, so the Employees can participate in the community activities or take part in the
activities in the official nonprofit organization to relieve the stress for them.

(1) Social welfare:

1. The Company buys the Shareholders’ Meeting souvenir from the public welfare groups and underprivileged groups each year;
in 2020, the Company spent approximately NT$1,841 thousand.

2. The Company invites the public welfare groups and underprivileged groups to put on performances in the year-end banquet
and take their seats every year. The Employees join the Export Processing Zone Association according to their personal
preference, and make regular monthly donations to help the Employees or their dependents in need in the zone. From time to
time, the Company cooperates with blood donation center to hold blood donation events in the factory. The Company also
arranges for underprivileged groups to work inside the factory and purchase related gifts, in order to do its best to contribute to
society.

(IV) Human Rights:

1. The Company upholds the philosophy of looking after the underprivileged groups and hires a certain number of people who
are mentally or physically disabled. From 2017 and 2018, the number of people the Company recruited remained the same as
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The variations and
the causes of
variations from the

PR Corporate Social

Evaluation item e

Yes | No Summary Description Responsibility Best
Practice Principles

for TWSE/GTSM

Listed Companies

required by the law; in 2020, the Company hires a total of 63 disabled people, exceeding the law requirement, with 30 people
lightly disabled, 17 people moderately disabled, and 16 people severely disabled. The Company effectively helps the workers
with disabilities to overcome work barriers through designing appropriate duties while working together with professional
agencies, groups and applicable units in order to improve their work suitability and further encourage more disadvantaged
groups to join in the the workplace.

2. In line with the government's efforts to strengthen the workability of students after graduation, OSE cooperates with 3 schools
in the dual-track training flagship program, the industry-academia cooperation program, and the 3-3 rounds of specialized
classes for higher education construction and education of overseas Chinese students to provide students with internship
opportunities, allowing students to adapt to the industry and workplace environment in advance, and to cultivate the
Company's future technical personnel to achieve a win-win situation for both industry and academia.

4. In 2020 there were 20 lecture activities and courses provided to universities and research institutes in Southern Taiwan, and
the total number of attendances reached 675. Also, the Company was invited by government officials (e.g. Kaohsiung City
Social Bureau, Employment Service Stations, etc.) to plan 5 lecture courses for general job seekers, and the total number of
attendances reached 284, Through visits and lectures, students and general job seekers were able to understand the job market

situation in advance.

Operation status
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(V1) The variations and causes of variations from the Ethical Corporate Management Best Practice

Principles for TWSE/GTSM Listed Companies:

The
variations
Operation status and causes of
variations
from the
Ethical
Evaluation item Corporate
Management
Yes | No Summary Description Best Practice
Principles for
TWSE/GTS
M Listed
Companies

I. The establishment of the ethical
management policies and plans (I)  “Sincerity, honesty” is the Company’s most

()] Has the Company demonstrated crucial core value, and the Company engages in
its ethical management policies in all business activities with the principle of ethical
its regulations and external standards. For this purpose, the Company
documents, and stated in its established the Company's "Code of Conduct for No
Memorandum or external \ Integrity Management" in accordance with the significant
correspondence about the policies "Ethical Corporate Management Best Practice difference.
and practices it has to maintain Principles for TWSE/GTSM Listed Companies"
business integrity? Are the Board and the related implementation rules, which was
of Directors and the management approved by the Board Meeting on May 7, 2020
committed in fulfilling this and implemented .
commitment?

(D] Has the Company established a (I)  The Company has formulated the “Ethical
risk assessment mechanism Corporate Management Best Practice Principles”
against unethical behavior, and Article 7, paragraph 2 has been prescribed in
analyzed and assessed business accordance with the preventive measures for
activities within their business various conducts stipulated in Article 7, paragraph
scope on a regular basis which 2 in the “Ethical Corporate Management Best
are at a higher risk of being Practice Principles for TWSE/GTSM Listed N
: - ) . L . - - 0
involved in unethical behavior, v Companies”; suppliers are required to sign the significant
and established prevention “Code of Conducts Compliance Certificate” as di

] - . ifference.
programs at least covering the required by the supplier management measures.
preventive measures specified in According to the certificate, suppliers may not
Paragraph 2, Article 7 “Ethical conduct any inappropriate business such as
Corporate Management Best bribery, or the Company is entitled to terminate
Practice Principles for the contract or transaction with the supplier at any
TWSE/GTSM Listed time and damage may be compensated.
Companies”?

(nn Has the Company specified ()  The Company has established the “Ethical
operational procedures, Corporate Management Best Practice Principles”
behavioral guidelines, disciplines which is being promoted upon Directors and
of violations, as well as an appeal managerial officers and is listed as the annual No
system in the program against \ performance assessment. significant
unethical behavior, and difference.
implemented such programs, and
reviewed and revised the previous
program on a regular basis?

I1. The implementation of the ethical

management (I)  The Company has expressly stated the prevention

()] Does the Company evaluate the measures for violating the ethical principles and N
ethical records of its transaction v the punishment clauses in the commercial O

- L significant
parties and explicitly include contracts. i
) - ifference.
clauses on ethical conduct in
contracts signed with its
transaction parties?

(1 Has the Company set up a (1)  The Company has not established the dedicated The future
dedicated responsible unit to (concurrent) unit yet. will be based
promote corporate ethical v on the
management under the Board of Company's
Directors, and has such unit development
reported its execution in terms of needs and
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The

variations
Operation status and causes of
variations
from the
Ethical
Evaluation item Corporate
Management
Yes | No Summary Description Best Practice
Principles for
TWSE/GTS
M Listed
Companies
ethical management policy and legal
preventive programs against regulations.
unethical behaviors and the
supervision status to the Board of
Directors on a regular basis (at
least once a year)?
(D] Has the Company established and (111 The rules of procedure for the Board Meeting
implemented the policy to expressly state the recusal system for the
prevent the conflicts of interest Directors. If the motions proposed by the Board of
and provide the suitable channels Directors have conflict of interest with the
for reporting such conflicts? Directors or the legal person investors they
represent, where there is a likelihood that the No
\ interests of the Company would be prejudiced, significant
they may state their opinions and answer the difference.
questions, but they may not participate in the
discussion or vote on those motions and shall
recuse themselves from any discussion and voting,
and may not exercise voting rights as proxy on
behalf of another Director.
(v) Has the Company established an (IV) To ensure the fulfillment of the ethical
effective accounting system and management, the Company has established
internal control system in order effective accounting system and internal control
to implement ethical system, the internal auditors also have audited the
management, and propose legal compliance status of these systems. No
relevant audit plans according to Lo
\ significant
the assessment results of the difference
risks of unethical behaviors, and '
review the compliance status of
the prevention of unethical
behaviors, or entrust an account
to carry out the review?
V) Does the company regularly (V) The Company regularly organizes education and
organize the internal and training in connection with applicable policy of
external education training corporate social responsibility to raise the No
activities for the ethical \ awareness of Employees’ knowledge on corporate significant
management? social responsibility and regulations. Please refer to | difference.
annex 1 for the education training results of social
responsibility of 2020.
I11. The operating status of the corporate
whistleblower system (I) The Company has formulated Employee grievance
()] Has the Company established the processing procedure, if any Employee wants to
explicit whistleblower system, submit or communicate the grievance or other
the incentive scheme and the items, he/she can reflect with his/her line manager,
convenient whistleblowing Human Resources or other relevant units. Response | _. '.\:f
channels, and assign the v methods include verbal notification, Employee (Sj'.gm icant
> : - - - ifference.
appropriate personnel to suggestion box, grievance hotline and email
investigate the target of the correspondence, and a dedicated staff is responsible
whistleblower complaint? for handling the matter in an impartial and
confidential manner to resolve and improve
Employee problems.
(1 Has the Company implemented (1) The Company has established Employee grievance
any standard procedures and/or handling procedures which specify that in order to . N?
\ - - . significant
subsequent measures after protect the rights of the grievant during the difference

carrying out an investigation or

investigation process, the case will be handled in a
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The
variations
Operation status and causes of
variations
from the
Ethical
Evaluation item Corporate
Management
Yes | No Summary Description Best Practice
Principles for
TWSE/GTS
M Listed
Companies
confidentiality measures for confidential manner, and that the name of the
handling reported misconduct? grievant or other relevant information that identifies
the grievant will not be disclosed.
(mn Has the Company establish the (111) The Company has established Employee Grievance
measures to protect the Handlingprocedures that prohibit any retaliation No
whistleblowers against the \ against a complainant, informant, or person who significant
retaliation? assists in an investigation, and penalize offenders difference.
according to the severity of the situation.
IV. Reinforcing the information disclosure
()] Has the Company disclosed its |V 0] The Company has disclosed its “Ethical
ethical management principles Corporate Management Best Practice Principles”
and effectiveness on its website on MOPS and its website (www.ose.com.tw). No
and the Market Observation Post (I1)  There was no violation of the “Ethical Corporate | significant
System website? Management Best Practice Principles” in 2020. difference.
(1) The Company have dedicated personnel to gather
and disclose company information, implement the
spokesperson system.

V. If the Company has its own Code of Integrity pursuant to the "Ethical Corporate Management Best Practice Principles
for TWSE/GTSM Listed Companies”, please describe the differences between its operation and the Code: The Code of
Conduct established and operated by the Company is consistent with the provisions of the "Ethical Corporate
Management Best Practice Principles for TWSE/GTSM Listed Companies".

VI.  Other important information for understanding the integrity of the Company's operations: (e.g., when the Company

reviews and amends its Code of Conduct on Integrity): The Company reviews the Company's Code of Conduct on
Integrity in conjunction with the revision of the "Ethical Corporate Management Best Practice Principles for
TWSE/GTSM Listed Companies" . The Company has established a Code of Integrity, a Code of Ethical Conduct and
a Corporate Social Responsibility Report, available on the Company's website at www.ose.com.tw.
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Annex 1: the results of 2020 CSR education and training is as follows:

Course category Name of class N;Tgee;i;f
Personal Information Protection Act (confidentiality obligation) 752
. . Trade Secrets Act (non-competition obligation, confidentiality obligation) 600
Enterprise operation
laws program Code of Business Conduct and Ethics (ethical practice) 600
General Education Training for the Newcomers (Confidentiality
- 600
Obligations)
RBA introduction 600
. Operating program of the labor-management laws, information security and 152
Human Rights  |personal Information Protection Act
Program General Education Training for the Newcomers
(RBA code of conduct, personal ethical practice of the Employees, the 600

sexual harassment prevention guidance)

(V1) If the Company has established corporate governance guidelines and related regulations, please
disclose the methods to access them:
The Company has established measures including the “Rules of Procedure for Shareholders’
Meetings”, “Rules of Procedure for Board of Directors Meetings”, “"Rules for Director Elections",
“Procedures for Ethical Management and Guidelines for Conduct” and the “Ethical Corporate
Management Best Practice Principles”. Please see the Company's website
(www.ose.com.tw)—Investor Relations—Corporate Governance—Major Internal Policies.

(V11) Other material information that helps increase the understanding of the implementation status of
corporate governance:
Please refer to “Implementation status of corporate governance and the variations and causes of
variations from the Corporate Governance Best Practice Principles for TWSE/TPEX Listed
Companies- page 21.”
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(IX) Implementation status of the internal control system

1. Internal control system statement

Orient Semiconductor Electronics, Ltd.

Internal control system statement
Date: March 10, 2021

According to the results of the 2020 self-evaluation of the internal control system, the Company hereby
declares as follows:

VI.

VII.

The Company acknowledges and understand that it is the responsibility of the Board of Directors and
Managerial Officers to establish, implement and maintain the internal control system and it has
established such system. The purpose of such system is to reasonably ensure that the following
objectives are achieved: the effectiveness and efficiency of operations (including profits, performance
and safeguard of asset security), the reliability, timeliness and transparency of reporting and the
compliance with applicable laws, regulations.

There are inherent limitations to the internal control system, no matter how it is perfectly designed.
An effective internal control system can only reasonably ensure the achievement of the
aforementioned 3 objectives. Moreover, the effectiveness of the internal control system may differ
according to the different environments and situation. The internal control system contains
self-monitoring mechanisms, the Company can take immediate corrective actions against any defects
once identified.

The Company assesses the effectiveness of design and implementation of the internal control system
based on the criteria specified in the “Regulations Governing Establishment of Internal Control
Systems by Public Companies” (hereinafter referred to below as “the Regulations™). The criteria
adopted by “the Regulations” divide the internal control system into five elements according to the
process of control management: 1. environment control, 2. risk assessment, 3. control operation, 4.
information and communication, and 5. monitoring operation. Each element is composed of several
other items. Please refer to “the Regulations™ for the aforementioned items

The Company has assessed the effectiveness of design and implementation of the internal control
system according to the aforementioned criteria.

Based on the results of the aforementioned assessment, the Company believed that, on December 31,
2020, the design and implementation of the internal control system (that includes the supervision and
management of subsidiaries) were reasonable to ensure the objectives were achieved: the
effectiveness and efficiency of operations, the reliability, timeliness, and transparency of reporting,
and the compliance with applicable laws, regulations, and bylaws.

This statement is an integral part of the annual report and the prospectus, and will be made public.
If there is any fraud, concealment, or other illegality in the aforementioned content made public will
entail legal liability under Articles 20, 32, 171 and 174 of the Securities and Exchange Act.

This statement was approved unanimously by the Board Meeting of the Company held on March 10,
2021 where 0 of the 5Sattending Directors expressed dissenting opinions, and the remainder all
affirmed the content of this statement.

Orient Semiconductor Electronics, Ltd.

Signature of Chairman and General Manager: Yueh-Ming Tung
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2. If the Company assigned a CPA to audit its internal control system, it shall disclose the CPA audit
report: none.

X) The punishments that the Company and its internal Employees received by the laws, the punishments for
its internal Employees violating the internal control system by the company, where the outcome of the
penalty may have a significant impact on shareholders' equity or the price of securities, and the
improvements in the most recent year and by the date of the annual report publication: none.

(XI)  Material resolutions made by the Sharcholders’ Meetings and the Board Meetings in the most recent year
and by the date of the annual report publication;

1. The General Meeting of Shareholders was held on June 18, 2020, the material resolutions and the
implementation status in the meeting:
Category The resolutions of the General Meeting of Shareholders Implementation status
Adoption: Adoption:
1. Motion of 2019 Business Report and Financial 1. Approval by voting.
Statements. 2. Approval by voting.

2. Motion of 2019 Earnings Distribution. Discussion:

Gen_eral Discussion: 1. The motion was approved by

Meeting of 1. Amendment to parts of clauses of the "Articles of voting. The change has been

the Incorporation™. registered at the Ministry of

Shareholders Economic Affairs on July 6,

2020.
2. Motion of private placement of common shares to 2. The motion was approved by
raise cash voting.

2. The Extraordinary Shareholders’ Meeting was held on December 3, 2020, the material resolutions
and the implementation status in the meeting:

Category Resolutions in the Extraordinary Shareholders’ Meeting Implementation status
Discussion: Discussion:
1. Amendment to parts of the clauses of the "Articlesof | 1. The motion was approved by
Incorporation™. voting. The change has been
registered at the Ministry of
Economic Affairs on January
Resolutions 2. The Company’s proposal for_2020 issuance of 11, 2021_.
. preferred shares through a private placement. 2. The motion was approved by
in the .- ;
Extraordinary Election: . . . voting.
)| 1. Election of the Company's one Director. Election:
Shareholders
Meeting 1. The change of the elec_ted
Directors has been registered
Other proposals: at the Ministry of Economic
1. Release the non-competition ban of the Company’s Affairs on January 11, 2021.
Directors. Other proposals:
1. The motion was approved by
voting.
3. Material resolutions in the Board Meeting:
Meeting Time Category Material resolutions
Discussion:
1. 2019 individual and consolidated financial statements.
2. The effectiveness of the internal control system and provision of
“Internal Control System” for 2019.
3. 2019 remuneration distribution for Employees and Directors.
4. 2019 earnings distribution.
Board 5. 2020 business plan.
March 27, 2020 Meeting 6. Date of 2020 General Meeting of Shareholders.
7. The first quarter of 2020 "Proposal on Bank Credit Line".
8. Loaning to OSE Phils: borrow-new-return-old proposal.
9. OSE Phils' guarantee of fixed deposits for loans.
10. Revision of some provisions of the “Articles of Incorporation.”
11. Amendment to the “Audit Committee Charter”.
12. Formulation of the “Ethical Corporate Management Best Practice
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Meeting Time Category Material resolutions
Principles”.

13. Formulation of the “Board of Directors’ Performance Evaluation”.

14. Amendment to the “Calculation Measures for Employees’ Bonus™.

15. Formulation of the “Remuneration Measures for Directors and

Members of Functional Committee”.

16. Amendment to the “Rules Governing the Scope of Powers of
Independent Directors”.

17. Cancellation on Directors’ travel allowances.

18. Performance bonus for the Company's Executive Officers.

Discussion:

1. Formulation of the “Operational Procedures of the Internal Control

System”.

2. The second quarter of 2020 "Proposal on Bank Credit Line".

3. Loaning to OSE Phils: borrow-new-return-old proposal.

4. Formulation of the “Company’s Self Compiling of Financial Report

Plan”.
Board 5. Evaluation of 2020 CPA's independence and appropriateness.
May 7, 2020 Meeting 6. To set a capital reduction base date to offset the Company’s
restricted Employee rights, which the Company has withdrawn.

7. Personnel.

8. Proposal on disposal of Kai-ying plant.

9. Formulation of the “Ethical Corporate Management Best Practice

Principles”.
10. Private placement of ordinary shares for cash capital increase.
11. Reasons for the convening of 2020 General Meeting of
Shareholders have been newly added.

Discussion:

1. Revision of some internal control systems and implementation
details of internal audits.

2. The Company's capital loan and OSE Phils interest rate adjustment.

3. Transfer of other receivables from OSE Phils beyond the credit
period to a loan of funds.

August 12, 2020 l\/llseftlirgg 4. Loaning to OSE Phils: borrow-new-return-old proposal.

5. To set the ex-dividend date for the Company's 2019 cash dividends.

6. Proposal on 2020 second quarter earning distribution.

7. To set a capital reduction base date to offset the Company’s
restricted Employee rights, which the Company has withdrawn.

8.  The third quarter of 2020 "Proposal on Bank Credit Line".

9. Proposal on “HR and remuneration”.

Discussion:

1. The resolution of the 2020 Annual General Meeting of Shareholders
to increase in cash the share capital of the private placement of
common shares, was not executed.

2. The Company signed an agreement on a strategic partnership with
CHIPBOND TECHNOLOGY CORPORATION.

Board 3. Amendmept to parts of the clauses of the "Aurticles of
October 16, 2020 Meeting Incorporation".

4. The Company’s proposal for 2020 issuance of preferred shares
through a private placement.

5. To convene the first Extraordinary Shareholders’ Meeting of the
Company for the year 2020.

Extempore motions

1. Tobe elected as the Chairman of the Company.

2. Election of the Company's one Director.
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Meeting Time Category Material resolutions

3. Release the non-competition ban for the Company’s Directors.

4. To make up the convening the first Extraordinary Shareholders’
Meeting of the Company for 2020.

Discussion:

1. The Company signed an agreement on a strategic partnership with
CHIPBOND TECHNOLOGY CORPORATION, and is planning on
amending part of the content in the agreement.

2. “List of candidates for the 17th by-election of Directors”.

3. Re-release the non-competition ban of the Company’s Directors.

4. To update the convening the first Extraordinary Shareholders’
Meeting of the Company for 2020.

November 5, 2020 lvllseﬁirgg 5.  The reconfirmation of "Change of Chief Financial Officer and
Spokesperson™.

6. Proposal on Audit Office’s 2021 Annual Audit schedule

7. The fourth quarter of 2020 "Proposal on Bank Credit Line".

8. Loaning to OSE Phils: borrow-new-return-old proposal.

9. Proposal on 2020 third quarter earning distribution.

10. To set a capital reduction base date to offset the Company’s
restricted Employee rights, which the Company has withdrawn.

11. Retiring Chairman's pension proposal.

Discussion:

Board 1. The number and price of the preferred shares to be issu(_ad ir) the
December 3, 2020 Meeting private placement for 2020 and the base date of the capital increase.

2. The reassignment of the representative of the corporate Director of
each invested company.

Discussion:

1. OSE USA, INC., a wholly owned U.S. subsidiary in which the

Board Company _holds 100% of t_he sh_ares, ceased its operations and
January 26, 2021 Meeting cance_lled its company reglst_rgtlon. _

2. Lending the Company's additional funds to OSE Phils.

3. The Company reassigned the corporate representative of the
invested company.

Discussion:

1. 2020 individual and consolidated financial statements.

2. The effectiveness of the internal control system and provision of
“Internal Control System” for 2020.

3. 2020 Deficit Compensation Statement.

4. 2021 Business Plan.

5. Advancement of election of Directors and Independent Director s of
the Company.

6. Revision of some provisions of the “Articles of Incorporation.”

Board 7. Revis'io.n' of some provisions of the “Operating Procedure for Assets
March 10, 2021 Meeting Acquisition and Disposal.”

8. Convening of 2021 General Shareholders’ Meeting.

9. The proposed change of certified public accounting firm and
certified public accountant will be effective from the first quarter,
2021.

10. Evaluation of the CPA's independence and appropriateness.

11. To set a capital reduction base date to offset the Company’s
restricted Employee rights, which the Company has withdrawn.

12. Amendment to the “Compensation Committee Charter”.

13. The first quarter of 2021 "Proposal on Bank Credit Line".

14. Loaning to OSE Phils: borrow-new-return-old proposal.
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Meeting Time Category Material resolutions
15. Reconfirmation of the performance bonus for the Company's
executive officers in 2020.
16. Executive Officers' compensation and remuneration adjustment of
this Company.
Discussion:
1. The Board of Directors nominated a list of candidates for Director
and Independent Director .
April 15, 2021 Boa_rd 2. Releasing the restrictions on the new Directors' non-competition
Meeting code.
3. Update on the reason of convening the 2021 Annual General
Meeting of Shareholders of the Company.
4.  Appointment of General Manager and his/her Compensation.

(X11) In the most recent year and by the date of the annual report publication, the material resolutions approved by
the Board Meetings for which the Directors or Supervisors expressed the adverse opinion or qualified

opinion with records or with written statements, and its main content: none.

(X1) In the most recent year and by the date of the annual report publication, the resignation or dismissal of the
company’s key individuals including the Chairman, General Manager, Accounting Head, Chief Financial

Officer, Chief Internal Auditor and R&D Supervisor :

Title Name Date of assumption Date of dismissal Reasons for_the_ resignation
or dismissal
. Edward i i
Chairman Shaw-Yau Duh November 8, 2016 October 16, 2020 Resignation
Chleg);:ggrnmal Chun-Kuan Lee March, 14, 2002 October 16, 2020 Retirement
General Manager Yu«épu-rl:gmg August 26, 2016 April 15, 2021 Job Adjustment
V. Information of CPA fee
Name of CPA firm Name of CPA Audit period Remarks

Ernst and Young Global Limited

Zhi-Zheng Chen

Cheng-Chu Chen

January 1, 2020 —
December 31, 2020

Unit: NTD thousand

Audit fee item

thousand

8,000 thousand (included) - 10,000

. Audit fee Non-audit fee Total
Price range
1 Under 2,000 thousand \Y
2 2,000 thousand (included) - 4,000 thousand
3 | 4,000 thousand (included) - 6,000 thousand
4 | 6,000 thousand (included) - 8,000 thousand \Y
5

6 | Above 10,000 thousand (included)

(I) Amount of non-audit fee paid to a CPA, a CPA firm, and its affiliates is one quarter or more of the audit fee:

none.

(I1) Replacement of the CPA firm, and the audit fee is lesser than that of the previous year after the replacement:

none.

(1) The audit fee is less than that of the previous year by 15% or more: none.
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V1. Replacement of CPAs:
(1) About the former accountant.

Date of Change It was resolved in the Board Meeting on March 10, 2021.
Rea_lson and Needs of internal control.
explanation of change
Indicate whether the Counterparty Certified Public .
appointment is Situation Accountant Appointees
terminated or not Proactive termination of
: - \%
accepted by the appointment
appointor or No longer accepting ) )
accountant (continuing) appointment

Opinions on audit Not applicable
reports issued within
the last two years with
any reservation and its

reasons
Accounting Principles or Practices
Disclosure of Financial Reports
. \7 Checking the scope or steps
Any disagreement & ot g d P
with the issuer thers
None | V
Explanation

Other disclosures None
(those that shall be
disclosed under
paragraphs 1(4) to
1(7) of Article 10(6)
of this Provision)

(11) About the new accountant.

Name of the firm PricewaterhouseCoopers Taiwan
Name of the Accountants Kuo-Hua Wang and Tsai-Yen Chiang
Date of Appointment It was resolved in the Board Meeting on March 10, 2021.

Matters and results of consultation on the None
accounting treatment or accounting
principles for specific transactions and on
the possible issuance of financial
statements prior to the appointment

Written opinion of the successor None
accountant on matters which they
disagreed with the predecessor accountant

(111 Previous accountants' responses to Article 10’°s paragraph 6(1) and (2)-3 of this Provision: none.

VII. The Chairman, General Manager or Managerial Officers in charge of finance or accounting served at the
firms or affiliates of CPAs in the most recent one year: none
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VIII. Changes in the transfer or pledge of shares by Directors, Supervisors, Managerial Officers, and Shareholders
holding over 10% of the shares:
(1) Changes in the shareholdings of Directors, Supervisors, managers and major Shareholders:

As of March 30 of the current

2020 year
. Types of Increase Increase
Title Name stocks Increase_ (decrease) in Increase_ (decrease) in
(decrease) in (decrease) in
/ pledged / pledged
shareholdings shareholdings
shares shares
Director and
concurrently Common
servesas |Yueh-Ming Tung 500,000 0 0 0
stock
General
Manager
Daphane Wu Common
Director |(Date of assumption of office: stock 0 0 0 0
December 3, 2020)
. PHISON ELECTRONICS Common
Director |- 5RPORATION stock 0 0 0 0
Independent | ., . . . Common
Director Ching-Tien Tsai stock 0 0 0 0
Independent . Common
Director Jeng-Ren Chiou stock 0 0 0 0
Senior Vice Common
General  [Tzu Ming Liu 30,000 0 0 0
stock
Manager
Vice General|, ;. Chung Wu Common 18,000 0 0 0
Manager stock
Vice General |y, 20 Tien Shen Common 30,000 0 0 0
Manager stock
Vice General
Manager Common
(Chief  |Chin-Chiu Wang 24,000 0 0 0
. stock
Information
Officer)
. Jia-Ming Yang
,:\As::‘ztagrt (Date of assumption of office: Cc;’g?kon 24,000 0 0 0
98T august 3, 2020)
Assistant e pin vang Common 24,000 0 0 0
Manager stock
ASSISANt e 1 ang Liu Common 24,000 0 0 0
Manager stock
ASSIStANt 0 \en Li Common 15,000 0 0 0
Manager stock
ASSISaNt ) ang Tsai Common 24,000 0 0 0
Manager stock
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As of March 30 of the current

2020
year
. Types of Increase Increase
Title Name stocks Increase_ (decrease) in Increase' (decrease) in
(decrease) in (decrease) in
/ pledged / pledged
shareholdings shareholdings
shares shares
ASSIStNt oo chung sun Common 24,000 0 0 0
Manager stock
Assistant Common
Manager |Chen-Ling Lai stock 24,000 0 0 0
(CHRO)
ASSISNt o Chih Chi Common 24,000 0 0 0
Manager stock
ASSISENt |y g Tai Mai Common 24,000 0 0 0
Manager stock
Chief Simon Hung Common
Financial |(Date of assumption of office: stock 9,600 0 300 0
Officer  |October 16, 2020)
Head of lgh) viung chu Common 17,000 0 0 0
Accounting stock
Common
Shareholders |CHIPBOND TECHNOLOGY stock 163.995 498
with more |[CORPORATION Preferred an
. . 90,090,000 0 0 0
than 10% of |(Date of assumption of office: Shares B 180.180.000
shareholding [December 17, 2020) Preferred —
Shares C
Edward Shaw-Yau Duh Common
Chairman |(Date of dismissal: October 16, 0 0 0 0
stock
2020)
Hok-Ngang Chui Common
Director |(Date of dismissal: December 0 0 0
30, 2020) stock (10,711,948)
Philip Wei
Ingﬁf:;gim (Date of dismissal: December ng?kon 0 0 0 0
9, 2020)
. Shih-Chuan Chen
V',(\:/Ta(r?:n;ral (Date of dismissal: July 1, C(;g::nkon 0 0 0 0
98T 12020
Vice General
Manager and |Chun-Kuan Lee Common
Chief  |(Date of dismissal: October 16, stock 0 0 0 0
Finance |2020)
Officer
. Chun-Chieh Wang
V',(\:/Ta(r?:n;ral (Date of dismissal: April 1, C(;g::nkon 0 0 0 0
98T 12020)
Assistant
Manager [Shu-Ling Kung Common
(Administrati |(Date of dismissal: March 1, 24,000 0 0 0
stock
on 2021)
Supervisor)
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(1

If the party to whom the shares are transferred or pledged is a stakeholder, the name of the stakeholder, the

relationship with the Company, Directors, Supervisors, Managers and Shareholders holding more than 10%
of the shares, and the information on the transfer of shares acquired shall be disclosed:
1. Information on shares transferred:

Relationship
between the
counterparty and
the Company's
Reasons Directors, ;
Name of shares | Trade date Counterparty of the transfer Supervisors, Share Tran?ﬁ:(gclon
transferred Managers and P
Shareholders
holding more than
10 percent of the
shares
Acquired D3%ce2rgg(e)r DS Fund LLC 7 864.990 11.59
Chinatrust Commercial Bank in
Acquired DB%ceznalz)gr custody of the investment account 21.333.633 11.59
! of KTC-TU CORPORATION. e
Mega Bank in custody for
Acquired %%cezrgggr investment account of KTC-SUN 21.333.942 11.59
' CORPORATION DA
Acquired D3%cezn8l2)(e)r Chang Chun Investment Co. Ltd. 5112 243 11.59
Acquired D3%ce2r82(e)r Yuan Zhen Investment Co. Ltd. 589.876 11.59
Acquired DB%ceznalz)gr Guang Yuan Investment Co. Ltd. 3.932 495 11.59
Acquired %%cezrgggr Ruentex Global Co., Ltd. 5 308.868 11.59
CHIPBOND | Acquired December o entex Development Co. Ltd 11.59
TECHNOLOGY 30, 2020 T 5,308,868 '
CORPORATION| Acquired D3%ce2n8t2)8r Hok-Ngang Chui 10711948 1515
Acquired Dg%cezrgggr Chun-Yuan Du 13.750.000, 1515
Acquired D3%ce2n8t2)(e)r Jin Xing Investment Co. Ltd. 2183216 15.15
Acquired %%cezrgggr Yuan Zhen Investment Co. Ltd. 2564489 1515
: December |U.S. Company KTC-SUN
Acquired | 3075020 |CORPORATION 25,226,210/ 1515
: December |U.S. Company KTC-TU
Acquired | 35 5020 |CORPORATION 25,250,826 1219
: December |Guang Hua Venture Capital
Acquired | 30"5020 _|Investment Co., Ltd. 5,860,658 1>1°
. December
Acquired 30. 2020 Chang Chun Investment Co. Ltd. 6.844 354 15.15
Acquired D3%ce2nag(e)r Yi Tai Investment Co. Ltd. 818.882 15.15

2. Shareholding pledge information: none.
IX. Information of relationship between the Company’s top 10 Shareholders who are mutually stakeholders,
spouses or relatives within the second degree of kinship:

Shareholdings of

Shareholdings by

Name and relationship

between the Company’s top
10 Shareholders who are

Personal shareholdings spouse, minor nominee mutuall
A y stakeholders,
Name children arrangement spouses or relatives within
the second degree of Kinship
Proportion of Proportion of Proportion of : .
Share shareholdings Share shareholdings Share shareholdings Name Relationship

CHIPBOND
TECHNOLOGY 163,995,498 | 29.45% 0 0 0 0 None None
CORPORATION
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Name and relationship
: . between the Company’s top
) Shareholdings of | Shareholdings by 10 Shareholders who are
Personal shareholdings spouse, minor nominee
Name children arrangement mutually stakeholders,
g spouses or relatives within
the second degree of kinship
Proportion of Proportion of Proportion of . -
Share shareholdings Share shareholdings Share shareholdings Name Relationship
Rui Ming Chang 10,093,000 1.81% 0 0 0 0 None None
Huai Ren Lian 8,374,000 1.50% 0 0 0 0 None None
PHISON
ELECTRONICS 7,336,369 1.32% 0 0 0 0 None None
CORPORATION
JPMorgan Chase Bank,
Taipei Branch is entrusted
with the custody of the
Vanguard Emerging 6,664,792 1.20% 0 0 0 0 None None
Markets Stock Index
Fund managed by the
Vanguard Group.
JPMorgan Chase Bank in
custody for Vanguard
Total International Stock 6,328,208 1.14% 0 0 0 0 None None
Index Fund
HSBC Custodian
Polymers Asia Fund
Limited Partnership with 5,611,000 1.01%
Merrill Lynch
Citi Bank is entrusted the
custody of UBS Europe 5,065,685 0.91% 0 0 0 0 None None
SE Investment Account
JPMorgan Chase Bank in
custody for investment
account of NOREGS 3,882,931 0.70% 0 0 0 0 None None
BANK
Shu Ling Zeng 3,782,000 0.68% 0 0 0 0 None None

X. The shareholdings of the same investee held by the Company, Directors, Supervisors, Managerial Officers, and
the business entities directly or indirectly controlled by the company, and calculation of the consolidated

proportion of shareholdings of the above categories:

Unit: shares , %

Shareholdings of Directors, Supervisors,
Shareholdings of the Company (1) Managerial Officers, and business entities directly Syndicated shareholdings (1)+(2)
Investee (Note) or indirectly controlled by the Company (2)
Proportion of Proportion of Proportion of

Share shareholdings Share shareholdings Share shareholdings
OSE PHILIPPINES |Common 3,680,365 93.67%| Common 248,660 6.33%|Common 3,929,025 99.99%
IC,)\ISCI:E PROPERTIES, Common 7,998 39.99%| Common 0 0|Common 7,998 39.99%
OSE USA, INC. Common 8,024 100.00%| Common 0 0|Common 8,024 100.00%
OSE
INTERNATIONAL |Common 16,000,000 100.00%| Common 0 0|Common 16,000,000 100.00%
LTD.
ATP Electronics |0 mon 7,518,750 9.57%| Common 6,966,250 8.87%|Common 14,485,000 18.44%
Taiwan Inc.
InfoFab, Inc. Common 822,768 13.32%| Common 795,304 12.88%|Common 1,618,072 26.20%
(L:_?DREPLUS (HK) Common 7,500,000 100.00%| Common 0 0(Common 7,500,000 100.00%

(Note): Investments accounted for using the equity method
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I. Capital and shares
() Sources of capital

IV. Fund raising overview

April 8, 2021

Year/month

Issuance
price

Authorized capital

Paid-in capital

Note

Share

(Thousand
shares)

Amount

(NTD
thousand)

Share

(Thousand
shares)

Amount

(NTD
thousand)

Sources of capital

Subscription
of capital
stock with
assets other
than cash

Others

April 1996

10

200,000

2,000,000

200,000

2,000,000

Capital increase by cash
NT$353,213 thousand.

None

None

June 1996

10

420,000

4,200,000

261,325

2,613,250

Capital increase by the retained
earnings NT$ 376,000 thousand,
capital increase by the capital
reserve NT$ 224,000 thousand,
capital increase by the Employee
bonus NT$ 13,250 thousand.

None

None

April 1997

10

420,000

4,200,000

270,949

2,709,487

Transfer of the convertible bonds to
the common stock NT$96,237
thousand.

None

None

June 1997

10

526,000

5,260,000

375,899

3,758,987

Capital increase by the retained
earnings NT$593,378 thousand,
capital increase by the capital
reserve NT$436,227 thousand,
capital increase by the Employee
bonus NT$ 19,895 thousand.

None

None

July 1997

10

526,000

5,260,000

407,987

4,079,867

Transfer of the convertible bonds to
the common stock NT$320,880
thousand.

None

None

June 1998

10

1,000,000

10,000,000

586,876

5,868,671

Capital increase by the retained
earnings NT$943,387 thousand,
capital increase by the Employee
bonus NT$25,618 thousand, capital
increase by the capital reserve NT$
650,172 thousand, transfer of the
convertible bonds to the common
stock NT$169,626 thousand.

None

None

July 1999

10

1,000,000

10,000,000

710,532

7,105,324

Capital increase by the retained
earnings NT$586,867 thousand,
capital increase by the capital
reserve NT$586,867 thousand,
transfer of the convertible bonds to
the common stock NT$10,104
thousand, capital increase by the
Employee bonus NT$52,815
thousand.

None

None

October 1999

10

1,000,000

10,000,000

810,532

8,105,324

Capital increase by cash NT$
1,000,000 thousand

None

None

August 2000

10

1,400,000

14,000,000

993,143

9,931,428

Capital increase by the retained
earnings NT$777,828 thousand,
capital increase by the capital
reserve NT$818,767 thousand,
transfer of the convertible bonds to
the common stock NT$160,684
thousand, capital increase by the
Employee bonus NT$68,825
thousand.

None

None

June 2001

10

1,400,000

14,000,000

1,091,383

10,913,826

Capital increase by the capital
reserve NT$ 982,398 thousand

None

None

September
2001

10

1,400,000

14,000,000

1,241,383

12,413,826

Issuance of the preferred stock for
capital increase totaled
NT$1,500,000 thousand.

None

None

January 2003

10

2,000,000

20,000,000

1,391,383

13,913,826

Issuance of the common stock for
capital increase totaled
NT$1,500,000 thousand at a

None

None
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Year/month

Issuance
price

Authorized capital

Paid-in capital

Note

Share

(Thousand
shares)

Amount

(NTD
thousand)

Share

(Thousand
shares)

Amount

(NTD
thousand)

Sources of capital

Subscription
of capital
stock with

assets other
than cash

Others

discount.

March 2003

10

2,000,000 | 20,000,000

1,458,259 | 14,582,589

Transfer of the convertible bonds to
the common stock NT$668,763
thousand at a discount.

None

None

September
2003

10

2,000,000 | 20,000,000

1,601,043 | 16,010,425

Transfer of the convertible bonds to
the common stock NT$1,427,836
thousand at a discount.

None

None

December 2003

10

2,000,000 | 20,000,000

1,590,298 | 15,902,975

Retirement of the treasury stock
NT$107,450 thousand.

None

None

December 2003

10

2,000,000 | 20,000,000

1,704,902 | 17,049,017

Transfer of the convertible bonds to
the common stock NT$1,146,042
thousand at a discount.

None

None

February 2004

10

2,000,000 | 20,000,000

1,734,625 | 17,346,245

Transfer of the convertible bonds to
the common stock NT$297,228
thousand at a discount.

None

None

August 2004

10

2,000,000 | 20,000,000

861,714 | 8,617,141

Capital reduction NT$8,729,104
thousand for making up the losses

None

None

December 2005

10

2,000,000 | 20,000,000

876,016 | 8,760,158

Transfer of the convertible bonds to
the common stock NT$143,017
thousand at a discount.

None

None

May 2007

10

2,000,000 | 20,000,000

1,056,016 | 10,560,158

Issuance of the common stock by
the private placement for capital
increase totaled NT$1,800,000
thousand at a discount.

None

None

June 2008

10

2,000,000 | 20,000,000

606,016 | 6,060,158

Capital reduction NT$4,500,000
thousand for making up the losses

None

None

September
2011

10

2,000,000 | 20,000,000

806,016 | 8,060,158

Issuance of the common stock for
capital increase totaled
NT$2,000,000 thousand at a
discount.

None

None

September
2018

10

2,000,000 | 20,000,000

552,329 | 5,523,285

Capital reduction NT$2,536,872
thousand for making up the losses

None

None

2019/December

10

2,000,000 | 20,000,000

557,329 | 5,573,285

NT$50,000 thousand of new
restricted Employee shares

None

None

July 2020

10

2,000,000 | 20,000,000

557,215 | 5,572,145

NT$1,140 thousand of restricted
Employee rights share are recovered
and cancelled.

None

None

September
2020

10

2,000,000 | 20,000,000

557,115 | 5,571,145

NT$1,000 thousand of restricted
Employee rights share are recovered
and cancelled.

None

None

December 2020

10

2,000,000 | 20,000,000

557,043 | 5,570,425

NT$720 thousand of restricted
Employee rights share are recovered
and cancelled.

None

None

January 2021

10

2,000,000 | 20,000,000

827,313 | 8,273,125

Cash capital increased through
private placement of NT$900,900
thousand of Preferred Stock B and
NT$1,801,800 thousand for
Preferred Stock C. The actual
subscription prices for both
Preferred Stock B and Preferred
Stock C were $11.10 per share.

None

None

April 2021

10

2,000,000 | 20,000,000

827,131 | 8,271,310

NT$1,815 thousand of restricted
Employee rights share are recovered
and cancelled.

None

None

-51 -




March 30, 2021 Unit: shares
Authorized capital (including the convertible shares of the convertible bonds)
Stock Class Outstanding shares . Note
- - Unissued shares Total
Listed Unlisted Total
Common stock 486,076,118 70,784,915 556,861,033 1,443,138,967 | 2,000,000,000 None
Private Placement
Preference share 0 270,270,000 270,270,000 0 270,270,000 | of grr]eferred
ares
Total 486,076,118 70,784,915 556,861,033 1,443,138,967 | 2,000,000,000 None
Relevant information of shelf registration: none
(1) Structure of Shareholders
- Common stock March 30, 2021
Structure of Forei
hareholders oreign
Government| Financial Othgrrsljer?al Individual institutions [Treasury Total
agencies |institutions ir?vestors and stock
_ individuals
Quantity
Number of
Persons 0 5 180 72,697 97 0 72,979
Shareholding 0| 3,129,503 | 178,562,935| 326,646,983 | 48,521,612 0| 556,861,033
fhrgr%%g]gfngg 0.00% 0.56% 32.07% 58.66% 8.71% | 0.00% 100.00%
- Common stock March 30, 2021
Stru%[ulraa of Fareign
arenolders\Governmen| _Financial |Other legal person P institutions | Treasur
tagencies | institutions Ivedtors Individual | ™™"3n sock | Total
Quantity individuals
Number of
Persons 0 0 1 0 0 0 1
e 55.050 000
Shareholding 0 0 Preferred Shares 0 0 01270,270,000
C 180,180,000
g’hrgrg%rg}gpngg 0.00% 0.00% 100.00% | 0.00% 0.00%| 0.00% |  100.00%
(111) Diversity of Ownership of common stock March 30, 2021
. . Number of . Proportion of
Ranking of shareholding Shareholders Shareholding shareholdings%
1-999 45,246 9,792,023 1.76%
1,000-5,000 19,509 44,133,904 7.93%
5,001-10,000 3,888 30,974,179 5.56%
10,001-15,000 1,207 15,313,305 2.75%
15,001-20,000 831 15,592,942 2.80%
20,001-30,000 746 19,192,740 3.45%
30,001-40,000 358 12,892,637 2.32%
40,001-50,000 285 13,393,131 2.41%
50,001-100,000 462 33,163,777 5.96%
100,001-200,000 232 33,408,812 6.00%
200,001-400,000 113 31,260,053 5.61%
400,001-600,000 38 18,193,342 3.27%
600,001-800,000 18 12,153,495 2.18%
800,001-1,000,000 12 10,435,526 1.87%
1,000,001 shares and more 34 256,961,167 46.14%
Total 72,979 556,861,033 100.00%
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Diversity of Ownership of Preferred Shares B and C

March 30, 2021

. . Number of . Proportion of
Ranking of shareholding Shareholders Shareholding shareholdingsv%
1-999 0 0 0.00%
1,000-5,000 0 0 0.00%
5,001-10,000 0 0 0.00%
10,001-15,000 0 0 0.00%
15,001-20,000 0 0 0.00%
20,001-30,000 0 0 0.00%
30,001-40,000 0 0 0.00%
40,001-50,000 0 0 0.00%
50,001-100,000 0 0 0.00%
100,001-200,000 0 0 0.00%
200,001-400,000 0 0 0.00%
400,001-600,000 0 0 0.00%
600,001-800,000 0 0 0.00%
800,001-1,000,000 0 0 0.00%
1 Preferred Shares B 100.00%
90,090,000
1,000,001 shares and more Preferred Shares C
180,180,000
Total 1 270,270,000 100.00%
(IV) List of major Shareholders
- Common stock March 30, 2021
Shares Shareholdin Proportion of
Name of major Shareholders 9 shareholdings
CHIPBOND TECHNOLOGY CORPORATION 163,995,498 29.45%
Rui Ming Chang 10,093,000 1.81%
Huai Ren Lian 8,374,000 1.50%
PHISON ELECTRONICS CORPORATION 7,336,369 1.32%
JPMorgan Chase Bank, Taipei Branch is entrusted with the
custody of the Vanguard Emerging Markets Stock Index Fund 6,664,792 1.20%
managed by the Vanguard Group.
JPMorgfan Chase Bank in custody for Vanguard Total 6,328,208 1.14%
International Stock Index Fund
HSB_C Custodian Polymers Asia Fund Limited Partnership with 5,611,000 1.01%
Merrill Lynch
Citi Bank is entrusted the custody of UBS Europe SE Investment 5,065,685 0.91%
Account
JPMorgan Chase Bank in custody for investment account of
NOREGS BANK 3,882,931 0.70%
Shu Ling Zeng 3,782,000 0.68%
- Preferred shares March 30, 2021
Shares Shareholdin Proportion of
Name of major Shareholders g shareholdings
Preferred Shares B

CHIPBOND TECHNOLOGY CORPORATION 90,090,000 100.00%
Preferred Shares C
180,180,000
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(V) The market price, net value, earning, dividends and relevant information in the two most recent years

Item The first quarter of
Fiscal Year 2019 2020 2021
Highest 19.45 16.10 18.40
Market price per |, \yest 11.65 8.01 14.20
share
Average 15.34 12.02 16.21
Before distribution 10.88 10.31
Net value per share
After distribution 10.61 (Note 1)
Yvelghted average of 552,328,533 552,467,306
EPS shares
EPS 1.06 (0.48)
Cash dividends 0.15 0
From
retained 0 0 )
Stock  |earnings Not applicable
Dividends per grant
share From capital 0 0
reserve
Accumulated unpaid
dividends for the preferred 0 0
stock
Price to earnings ratio 14.47 (25.04)
Analysis on ROI |Price to dividends ratio 102.27 0
Cash dividends yield 0.98% 0

Note 1: Fill in according to the distribution status in the Shareholders' Meeting of the next year; there is no earnings
distribution for 2020.
Note 2: Calculation formula

(1) Price to earnings ratio = Average share price,/EPS
(2) Price to dividend ratio = Average share price ~Cash dividend per share
(3) Cash dividends yield = Cash dividends per share ~Average share price

*If there is a surplus or additional paid-in capital to increase the capital allotment, the market price and cash dividend
information adjusted retrospectively based on the number of shares to be issued shall be disclosed.

(V1) Dividends policy and implementation status

1. Dividends policy

After the Company deducts the remuneration of the Employees, the Director and the Supervisors
from its income before tax, and also offsets the accumulated deficits , it should set aside the
Employees bonus at 8% - 12% and the Directors and Supervisors bonus not more than 3% from the
remaining income before tax.

The proportion of the remuneration distribution for the Employees, the Director and the
Supervisors or the bonus distribution by cash or stock should both be decided in the Board Meeting
where at least two-thirds or more of all the members of the Board of Directors should attend and
more than half of the attending members should approve the motion and the resolution should be
reported in the Shareholders' Meeting as well.

The Employees of parent or subsidiaries who receive the remuneration in the form of cash or
stock should meet certain requirements.

If there are any retained earnings upon the general final accounts at the end of the year, they will
be used for the payment of all payable taxes and offsetting the accumulated deficits in the previous
years and 10% of the remainder will be contributed as a legal reserve and a special reserve should be
provided or reversed according to the laws or as requested by the competent authority, the balance
and the undistributed accumulated earnings for the previous years, which are identified as
distributable earnings, and the motion for the distribution should be proposed by the Board of
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Director and submitted to the Shareholders' Meeting for the resolution.

As the Company operates in a volatile business environment, the enterprise life cycle is in the
growth stage, and to take into consideration the Company's capital demand in the future, long-term
financial plan and to satisfy the Shareholders' cash flow. The distribution of the earnings in the year
shall not be less than 10% of the accumulated distributable earnings; however, when the accumulated
distributable earnings is less than 1% of paid-in capital, it may not be distributed; in which the cash
dividends shall not be less than 10% of the total dividends.

2. The dividends distribution policy proposed to the current General Meeting of the Shareholders: none.

3. Any expected material changes in the dividends policy: None

(VII) Impacts of the stock grants proposed by the current Shareholders Meeting on the Company’s operations
and EPS: Not applicable.
(V1) Remuneration for Employees, Directors and Supervisors:

1. The percentage or range of remuneration for Employees, Directors and Supervisors in the Articles of

Incorporation:

Please refer to the dividends policy on page 54.

2. Bases for estimating the remuneration for the Employees, Directors and Supervisors of the period,
bases for calculating the compensation in stock for the Employees, and accounting solution for
variation between actually distributed amount and estimated amount: none.

3. Information on the adoption of the remuneration distribution by the Board of Directors:

(1) The amount of the remuneration distributed in cash or stock for the Employees, Directors and
Supervisors. If there is variation between that amount and the estimated amount for the fiscal year,
disclose the variation amount, causes, and settlement of variation:none.

(2) The proportion of the amount of the remuneration distributed in stock for the Employees in the
net income after tax in the individual financial statement of the period and the total amount of the
remuneration for the Employees: Not applicable.

4. If there is variation in the actual status of remuneration (including number of shares, amount, and stock
price) distributed to the Employees, Directors, and Supervisors in the previous year, state the variation
amount, causes, and settlement of variation.

(1) Remuneration for the Employees: No difference.

(2) Remuneration for the Directors and Supervisors: No difference.

(IX) Status of shares buyback: none.
I1. Status of corporate bonds: none.
I11. Status of preferred shares

April 15, 2021
Issue (Processing) Date December 3, 2020 December 3, 2020
(Note 2)| Private Placement of Preferred Private Placement of Preferred
Items Shares B (Note 3) Shares C (Note 3)
Face value NT$10 per share NT$10 per share
Issuance Price NT$11.10 per share NT$11.10 per share
Number of Shares 90,090,000 Shares 180,180,000 Shares
Total amount NT$900,900,000 NT$1,801,800,000
Distribution of dividends Interest rate 2% per annum Interest rate 2% per annum
and bonus (cumulative) (non-cumulative)
Preferred Shares B has priority Preferred Shares C has priority over
over common shares and Preferred [common shares but not Preferred
i Distribution of the Shares C, to the extent that each Shares B, to the extent that each
Rights and| e maining property share does not exceed the issue  [share does not exceed the issue
obligations price plus the total amount of price plus the total amount of
dividends payable. dividends payable.
Exerci - No voting rights and no election rights for the common Shareholders'
xercise of voting rights Meeti
eeting.
Others None None
Recovered or
Preference transferred numbers 0 0
of shares
share
Outstanding Unrecovere_d _shares
or the remaining of 90,090,000 Shares 180,180,000 Shares
transferred shares
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Clause on recovery
and transfer of
shares

1. The issuance period for Preferred
Shares B is five years. Holders
of Preferred Shares B do not
have the right to demand early
redemption on Preferred Shares
B. However, the Company may
redeem all or part of the
Preferred Shares B at their
original issue price at any time
after three years from the date of
issuance, by cash or other
methods permitted by laws and
regulations.

. If the Company is unable to
recover all or a part of the
Preferred Shares B due to force
majeure or circumstances not
attributable to the Company after
the expiration of the Preferred
Share B issuance period, the
rights of the Preferred Shares B
that have not been recovered
shall continue to be exercised in
accordance with the conditions
of issuance set forth in the
preceding paragraph.

1. Holders of Preferred Share C
may, after five years since the
issuance date, be converted into
common stock at the ratio of one
preferred share to one common
stock (conversion ratio 1:1). The
rights and obligations (except for
conversion restrictions and
unlisted shares prescribed by
laws and regulations) of the
converted common stock from
Preferred Share C are the same as
the Company's other issued
common stock.

. There is no expiration date for
Preferred Share C. Holders of
Preferred Share C do not have
the right to demand redemption
of Preferred Share C or demand
the Company for an early
conversion of preferred shares to
common stock. However, the
Company may redeem all or part
of the Preferred Share C at their
original issue price at any time
after three years from the date of
issuance, by cash, mandatory
conversion of new issue of shares
or other methods permitted by
laws and regulations.

Maximum

2020 Minimum
Average

As of March 30,2021 [Maximum
Minimum

(Note 4)

Average

This issue of preferred shares is not yet outstanding in the market and is

therefore not applicable.

Amount of shares
converted or subscribed as
of the printing date of the
annual report

Other
equity

Years left before conversion date.

Methods on issuance and
conversion or stock option

Same as the foregoing recovery or conversion terms.

Effect of issue conditions on the
interests of Preferred Shareholders,
possible dilution of shareholdings and
effect on the interests of existing
Shareholders

None.

The Preferred Shares B may not be converted into common stock, and
the Preferred Stock C shall not be converted into common stock until
dividends from the Preferred Shares B and C are distributed in

preference to dividends of the common stock. If the Preferred Shares C
is converted into common stock, the earnings per share and voting rights
of common stock holders will be diluted, depending on the number of
shares converted to common stock, but the dilution of earnings per share
will be limited and shall not have a significant impact on Shareholders'

equity.

Note 1: Preferred shares include public and private placement preferred shares in process. Publicly traded preferred shares are those that have been validated
(approved) by the Shareholders’” Meeting; privately placed preferred shares are those that have been approved by the Board Meeting.

Note 2: The number of columns are adjusted according to the actual number.

Note 3: Private placements shall be marked in a prominent manner.

Note 4: Current year information as of the printing date of the annual report shall be included.

IV. Status of global depositary receipts: none
V. Status of Employee stock option plan: none
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= ~ Status on restricting Employees from applying new shares

(I) The process of new restricted Employee shares

April 15, 2021

Types of new restricted Employee shares

First new restricted Employee shares

Filing Effective Date

June 10, 2019

Giving Date

November 25, 2019

Date of Issuance

December 30, 2019

New restricted Employee shares issued

5,000,000 shares

Issuance price

NT$10 per share
(bonus shares)

New restricted Employee shares issued to the
total number of shares issued at the time of
issuance

0.91%

Vesting conditions for new restricted Employee
shares

1. The Company will use the standalone financial statements of
the most recent year when the vesting term expires as the
Company’s performance conditions:

(1). First year: EPS reaching NT$0.3 (inclusive) or more

(2). Second year: EPS reaching NT$0.8 (inclusive) or more

(3). Third year: EPS reaching NT$1.0 (inclusive) or more

(4). If the performance conditions mentioned above are not
reached, it is deemed that the vested conditions have not been
met

2. After the personal performance and the Company’s
performance have been reached at the same time, Employees’
share proportion for vesting conditions according to their service
terms for the year is as follows:

(1). After distribution and the term of service has reached one
year, 30% of shares

(2). After distribution and the term of service has reached two
years, 30% of shares

(3). After distribution and the term of service has reached three
years, 40% of shares

Restricted rights for new restricted Employee
shares

() The new restricted Employee shares issued by the
Company shall be safeguarded by an entrusted trust
institution assigned by the Company after Employees
receive the distribution. Employees may not ask the trustee
to return new restricted Employee shares for any reason or
method.

(I1)  Before reaching vested conditions, Employees may not

sell, pledge, transfer, gift to others, set or other method to

dispose of their shares.

Before reaching vested conditions, the attending,

proposals, speeches, voting rights, voting rights, and other

matters in connection with Shareholders’ rights and
interests of the Shareholders’ meeting are executed in
accordance with custody contract made with the entrusted
institution.

Restrictions on shareholder's rights to (subscribe) shares

and dividends: Before reaching the vested conditions

prescribed by the measures for new restricted Employee
shares, Employees have no right to participate in the
original shareholder's rights to (subscribe) shares and
dividends.

(V) Employees reaching vested conditions during the book
closure date for issuance of bonus shares, book closure
date for cash dividends, the subscription of new shares
resulting from a cash capital increase, matters of closure
date for Shareholders meeting specified in Article 165,
paragraph 3 of the Company Act, or other book closure
period of the record date for distribution of entitlements,
their lifted restricted shares may not enjoy the rights of

D)

(V)
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Types of new restricted Employee shares

First new restricted Employee shares

subscriptions for the shares and dividends.

The custody of new restricted Employee shares:

When entrusting a trust for custody, the exercise of Shareholders’
rights during the trust period shall be enforced according to the
custody contract.

Method for handling with Employees who have
not reached the vested conditions after being
allocated or subscribed for new shares

If the vested conditions for performance before the end of the
period are not met, new restricted Employee shares received
according to the issuance measures will be returned to the
Company and cancelled.

New restricted Employee shares returned or

bought back 467,500 shares
Number of new resltirfltcetgd Employee shares 1,407,000 shares
Number of new restrllfi:;;eecij Employee shares not 3,125,500 shares

Number of new restricted Employee shares not
lifted to the total number of shares issued (%)

62.51%

Impact on the Shareholders’ equity

The dilution of earnings per share of the Company during the
vesting period is still limited and should pose no significant
impact on Shareholders' equity.

VII. Status of new share issuance relating to the merger, acquisition, and transfer of shares: none
VIII. Implementation status of capital utilization plan : none.
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V. Operation Overview

I. Business content
()Business scope
1. Business scope of the Company includes:
(1) Integrated circuit and semiconductor parts
(2) Electronic, computer, communication circuit Boards
(3) Hardware, software, system, and peripheral equipment of computer and communication products.
(4) R&D, design, manufacturing, assembly, processing, testing and after-sale services for all the
aforementioned products.
(5) Import and export business (except special approval business)
2. Proportion of operations

) proportion of operations (%)
Product item
2020
Plastic integrated circuit 58.96
EMS 41.04
Total 100.00

3. The current products(services) of the Company and the new products(services) we plan to develop:
(1) IC packaging and testing services
The items of services include: Packaging and testing services for IC and semiconductor parts.

(2) Electronics manufacturing services (EMS/CEM)
The items of services include: PCB Assembly, Box build and System integration, and the
Company also provides the customers with Prototype and Pilot run services to advance the
products introduction.
(I1) Current status of the industry
1. Current status and development of the industry
Semiconductor Group

(1) NAND Flash:

In early 2020, the Company continued its strategy on supplying NAND Flash to high unit price
servers in the second half of 2019, which led to a continuous increase in NAND Flash prices. However,
the global outbreak of the coronavirus (COVID-19) in March 2020 caused border controls and even
city lockdowns in various countries, dampening demand and slowed supply, causing NAND Flash
prices to continue to decline. The mainstream capacity 256Gb TLC fell nearly a dollar in 2020, or
about 24%.
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Figure 1 (Flash price index trend)

With the mass production of 3D NAND Flash with more than 100 layers by each original
manufacturer, the supply of NAND Flash will increase significantly in 2021. With the server
customers who raised the price of NAND Flash in 2019 still depleting their inventory in 2021, the
price of NAND Flash is expected to continue to drop in the first half of 2021. Although the global
outbreak of the coronavirus (COVID-19) did not slow down at the beginning of 2021, due to the
introduction of the vaccine and the successive arrangements for vaccination in various countries, as
well as the continuous supply of NAND Flash from the original manufacturers, it is expected that
smartphones and SSDs will break away from the negative growth of 2020 in 2021, and the overall
market demand will grow by 6-8% compared to 2020. SSDs are expected to grow by more than 50%
of the demand in 2021 as compared to 2019, due to the work-at-home and study lifestyle caused by
the pandemic. Overall, although the price of NAND Flash will continue to fall in 2021, the supply will
increase and the packaging industry will have a chance to achieve the prosperity of 2019 in 2021.

NAND Flash itself has the advantages of being small, light weight and low power consumption,
making Notebooks and other products abandon the use of traditional hard drives and use SSDs as
storage devices instead. The load factor for Notebooks will increase by 5% to more than 85%,
comparing to the products in 2020, while the PC segment will increase by 6% to more than 42%, and
with the new lifestyles caused by the 2020 pandemic, the demand for SSDs will continue to grow.
According to the statistical results of IEK (as Figure 2), SSD accounts for48.36% in the overall Flash
application, compared to 2019 it increased by 4.46%. The demand for Flash BGAs will continue to
be driven by factors such as the continued surge in demand for Al systems and big data management
in 2021, in addition to the demand for the stay-at-home economy effect brought about by the
epidemic situation.

For the mobile phone memory (eMMC/eMCP/eUFS) segment, in 2020, due to the slowdown in
economic activities caused by COVID-19 that locked down cities in various countries, the IEK's
statistics showed that the proportion of NAND Flash applications in mobile phone memory declined
from 36.9% in 2019 to 33.34% in 2020. However, the continued recovery of economic activity in
2021 as the pandemic is expected to subside, coupled with the Apple’s iPhone boom at the end of
2020 and the increased launch of 5G phones by major mobile phone providers such as Samsung, will
continue to drive up the demand for eUFS. The eMMC segment is also expected to continue to grow
due to the rising demand for smart white goods, so that eMMC demand will not decrease due to the
switch to eUFS in cell phones, but rather global demand is expected to grow by more than 16%
compared to 2020.
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For the memory card segment, NAND Flash supply continued to be dominated by high-margin
SSDs in 2020, and the impact of the global spread of the pandemic caused the entire memory card
share of NAND Flash applications to continue to decline from 4.5% in 2019 to 3.48% in 2020. The
share of memory cards is expected to increase slightly in 2021 due to the increasing yield of 3D
NAND and the slowdown of the pandemic.

The unmanned driving is a key point for automobile development, and the sensor, radar, Al,
navigation, traffic performance analysis, multimedia entertainment and computing platform have
transformed the automobile into a mobile data center. The NAND Flash enjoys the advantages of high
efficiency, reliability, stability, and durability, it will become the best choice for the storage in the
automobile industry. However, in 2019, with the uncertainty of the trade war between China and the
U.S. and the traffic disruption caused by the pandemic in 2020, the cars did not sell as expected,
causing the automotive memory segment to decline to only 0.73%%. The Company anticipates that it
will become the top three applications among the NAND Flash applications in the coming 10 years.

USB Flash Drives, '”dlfﬂﬂéﬂ i
Flash Cards, 2 82% Electronics, 0.67%

3.48% Automotive Military/Civil
Electronics, 0.73%  Aerospace

Electronics, 0.22%

Consumer
Electronics, 4.04%

Electronic Data
Processing, 6.2 1%

AS, 0.13%

Figure 2 (proportion of Flash applications )

(2) For other IC:

According to a recent study by IEK, in the first half of 2020, the overall revenue performance in
the first half of the year was dragged down by factors such as the trade conflict between the U.S. and
China and the novel coronavirus (COVID-19), but from the second half of the year onward, in
addition to the traditional peak season, and the demand for housing economy generated by the
epidemic effect, the overall packaging and testing industry in Taiwan showed explosive growth. The
overall packaging and testing industry in Taiwan is experiencing explosive growth. Although the
overall performance of 2020 showed a recession in the first half of the year, due to the pandemic and
the impact of trade between China and the US, the overall performance grew thanks to the influence of
stay-at-home economy. The global semiconductor market was US $426 billion in 2020, with
performance up about 3.3% compared to 2019. The IEK study also points out that in 2021, global
semiconductor production will reach US$452.3 billion, a growth of about 6.2%, driven by 5G
products, automotive electronics, Al and 10T, the new U.S. General Manager and the slowdown of the
outbreak of coronavirus (COVID-19). The global outbreak of the COVID-19 in 2020 caused a halt
to global economic and industrial activities, but Taiwan maintained somewhat normal operations due
to the pandemic prevention activities, and more than 90% of the production of Taiwan's semiconductor
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industry is located in Taiwan, with only 1% in the overseas. In addition, the ban on Huawei's product
pulling and the increased demand for high-speed chips for 5G, Al and 10T led to a 20.7% increase in
Taiwan's overall semiconductor production in 2020, compared to 3.5% of growth in 2019.

Electronics manufacturing services (EMS) Group
(1) For SSD cards:

Market demand slowed down in 2020 due to the coronavirus (COVID-19), but demand will
increase again in 2021.

(2) For petroleum exploration:

With oil prices continuing to decline, negotiation between Saudi Arabia and Russia on
production cuts have failed, affecting the oil and natural gas market. The most serious is still the
impact of the coronavirus (COVID-19) , which has significantly reduced energy demand and lowered
overall energy demand estimates, hence the conservative performance of 2020 and moderate forecasts
for 2021.

(3) For servers:

The digitalization of enterprises is one of the key elements to enhance competitiveness. The
artificial intelligence of the Internet of Things (AloT) and 5G mobile broadband will have an
increasingly large demand for data processing, resulting in year-on-year growth in demand for
computing servers. With enterprise users became more conservative in the second half of 2020, and
demand picked up at the end of the year, customer orders are gradually increasing.

2. Relationship of upstream, midstream, and downstream in the Industry
The key parts of flash memory cards include flash memory and memory controller. The Company can
support all the products produced by the top five global flash memory suppliers currently, we also
have built the direct communication channels with some flash memory suppliers, we can understand
the current situation of the flash memory in the market and its technology development in the future
by communicating with them directly.
In 2019, the Company has successfully introduced the Changjiang Storage chips in mainland China
into mass production through collaboration with major customers. In terms of chip control, the
Company has close cooperation with domestic and foreign chip control manufacturers with cost
advantages and powerful functions, so the Company has certain advantages in terms of quality, cost
and customer support.
3. Trends and competition situation of products

The Company continues to focus on repositioning the market and revamping the internal organization
to create the core value of the Company, and to deepen the flash memory packaging niche market. For
future prospect, the Company will continue utilizing the following competitive advantages to satisfy
the quality, capacity, and cost necessary for the packaging market of flash memory.

(1) Technique integration and quality yield rate:
It is necessary not only to apply FEOL of packaging to memory cards, but also to apply SMT
manufacturing process to them. The Company has the technique and production capacity of the
packaging for semiconductor and the assembly for the electronics, we can finish manufacturing the
products rapidly. Furthermore, the Company adopts one-stop production service, so the Company
enjoys advantage on controlling of the quality yield rate relatively.

(2) Complete supply chain lowers the material cost constantly:
The Company continues looking for the cost-effective materials and manufacturing process via
bilateral cooperation by working together with suppliers of related materials to form a comprehensive
supply chain.

(3)Complete flash memory supply chain:
In terms of flash memory cards, the key parts of flash memory cards include flash memory and
memory controller. The Company irregularly discusses with the top five global flash memory
suppliers and memory controller suppliers about the future trends of the products, and it also regularly
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discusses with the related memory controller suppliers about the relevant techniques.

(4)Complete products development team:
The Company will continue to investment on software and hardware of product development, while at
the same time assisting in flash memory-related customers to conduct the electrical and thermal
analysis and help them develop the relevant customized products.

(111) Current status of technology and R&D
1. R&D expenses invested

Unit: NTD thousand

Fiscal Year :
ltem 2019 2020 The flrsztoqzularter of
R&D expenses 278,307 267,325 74,530
Operating revenue 17,515,145 13,851,909 3,788,896
R&D expenses as a 1.59% 1.93% 1.97%
percentage of revenue

2. Technologies or products developed successfully
@ Semiconductor Group

(1) The 0.6 mil wire was successfully introduced.

(2) Complete validating eUFS 3.1.

@ Electronics manufacturing services (EMS) Group

(1) Cooperate with the government policy and direction (national aircraft and national
manufacturing), join the national team, and successfully cooperate to complete the mission
of satellite launch.

(2) The technique of manufacturing process over IPC class 3 for manufacturing standard
regulation enters the mass production stage, and is applied to the petroleum exploration,
aerospace and military defense and so on.

(3) Automation for SSD production line, the development of the robot technology and its

application.

(IV) Long-term and short-term business plans

1. Short-term business plan:
Semiconductor Group: The short-term business plan will mainly focus on constant further
development for the customer relationship, creating strategic partners, utilizing the current resources
completely, strengthening the reduction of cost and select the niche market with caution. The main
competitive products are lead frame products (QFN), CSP products, Flash, and LPDDR-related
products.
Regarding Electronic Manufacturing Services (EMS), there are three focus areas: (1) SSD cards, (2)
special electronic products whose manufacturing standard regulation exceeds IPC-610 Class 3, which
is applied to the medical, aerospace and other special fields, and (3) other niche products or future
star products like Netcom, AOIT and e-sports.

2. Long-term business plan:
The long-term business plan will focus on continuing development on the niche products (like
photoelectric and wireless communication products) in combination with the technique of the
semiconductor packaging, testing and electronic assembly, and strengthening the relationship with the
customers to bring more profits.
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I1. Market, production, and sales overview

(1) Market analysis

1. Sales regions of major products (services)

Unit: NTD thousand

v Fiscal 2019 2020

Area Sales amount % Sales amount %
Americal 3,766,910 | 2151 3,270,272 | 23.61
Fg;fégn China 2,254,742 | 12.87 1,705,946 | 12.32
Others 5493230 | 31.36 2,872,666 | 20.73
Sub-total 11,514,882 | 6574 7,848,884 | 56.66
Domestic sales 6,000,263 34.26 6,003,025 43.34
Total 17,515,145 | 100.00 13,851,909 | 100.00

2. Market share

Unit: NTD 100 million

ég?eugséz Iii(zc;a;l OSE packaging revenue Out?:éalszatlrt;eisq_g?\fvlgging Market share
2018 77.48 3,445 2.25%

IC packaging| 108 98.00 3,463 2.83%
109 75.87 3,775 2.01%

Source: TSIA; Institute of Industrial Technology Research Institute IEK (February2021). .

3. Demand, supply, and growth status in the future
€ Semiconductor Group

The future growth of the semiconductor will still be driven by the mobile communication. In

addition, the automotive electronics, 5G and Al will also blow up continually. Due to the market

and product adjustments in previous years, and the active development of Internet of Things

(10T) related products and markets in 2016, the Company was able to successfully transform

maintain continued growth, and also successfully introduced LPDDR related products in 2018.

In the future, the Company will continue to develop products and markets related to the Internet

of Things and LPDDR. In addition to the emerging markets in China and ASEAN countries, the

Company will leverage its rapid integration and R&D capabilities to expand the business into

the optoelectronics, Al and wireless communications industries.

& Electronics manufacturing services (EMS) Group

The major growth in the future for the Company's Electronics Manufacturing Services Group

mainly comes from three major product lines:

(1) Continued demand of SSD cards.

(2) Increase of the high-end class 3 technology, allowing extensive production application
range.

(3) The enterprise digitalization results in the increase of data or materials. In addition, the
increase of data is also driven by 10T, 5G mobile broadband services, improvement of Al
technique and application, the accumulated data will become bigger and bigger, which results
in the growing demand for computing servers year by year.

4. Niche for competition:
(1) Rapid integration and complete R&D team.
(2) Combine with packaging, testing and SMT technology to create the synergy.
(3) Construct the highly integrated MIS to become the customer's “virtual factory.”
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(4) The excellent NP1 services optimize the design complying with the production to lower the cost
for the customers in the early stage of the product development.

(5) The strict and careful management for the materials and work-in-process inventory lowers the

inventory risk for the customers.

5. Advantages, disadvantages, and responsive strategy in the long-term development
& Advantages

(1) The big companies of device integration will increase the proportion of outsourcing

constantly to drive the demand for the packaging and testing.

(2) The international packaging companies conduct the merger continually, so the customers
look for other packaging companies for the cooperation.

(3) The global original equipment manufacturers focus on the core abilities like the brand and
R&D, and outsource the manufacturing for the products.

(4) The demand for mobile communication products continue increasing, which cause the
demand for the key peripherals to grow as well.

(5) The strong demand for the server motherboard, SIP module, PDA, smartphone assembly
Board and the products for the leading companies in the niche market will drive the demand
for packaging, testing and EMS in the market.

(6) The introduction of OLPC will drive the demand for flash memory.

(7) The development of 10T and smart home causes the related products to become the
mainstream in the coming five years, driving the growth of the entire semiconductor
industry.

(8) The construction of 5G communication is about to be finished, so there will be a
machine-replacing wave and the demand for semiconductor will increase day by day.

& Disadvantages

(1) The products life cycle becomes shorter and the functions get more complicated day by day,
it is not easy to get back the return on investment on the machines and equipment.

(2) The competition of the price and the increase of the materials cost cause the margin pressure.

(3) In response to the rapid drop for the price of the electronic products, many customers find
the low manufacturing cost solutions in China, so many Taiwanese products in the mid and
low price range are no longer competitive because of the manufacturing cost

@ Responsive strategy

(1) Controlling the cost strictly and decreasing the expenditures.

(2) Taking advantage of R&D ability to enter the niche market and build the threshold for new
technologies.

(3) Making good use of the decision-making for the investments in manufacturing equipment
and fixed assets to maximize the marginal effect.

(4) Utilizing the effect of flextime to provide the accurate real-time production information,
services for products technologies and knowledge.

(5) Using the technology for multiple layer stacking, so the customers can acquire the
memory cards with low cost and high price.

(6) Bringing out the functionality and the flexibility of the logistics management for the
supply chain and strengthen the partnership with the suppliers.

(7) The strict and careful management for the material inventory to lower the materials
inventory risk.

(8) Using the local materials in Taiwan or look for the alternative materials for spreading the
risks.

(9) For the parts in short supply in the market, forecasting the production quantity in advance,
and the Company is devoted to maintaining our relationship with the suppliers as well.

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

€ Semiconductor Group
The major product is IC device packaging which is applied to the computer, communication,
network, consumer electronics, telecommunication internet, industrial controller, digital camera,
and so on.

& Electronics manufacturing services (EMS) Group
It provides the professional electronics manufacturing services (EMS), the OEM products is
mainly applied to the servers, SIP modules, instruments and large industrial equipment, storage
systems, petroleum exploration, and satellite-related uses.

2. Production process of major products
(1) Production process of packaging products
Die sawing— Die bonding— Wire bonding— Molding— Marking— Trimming— Testing—
Packaging
(2) Production process of electronic products
Parts processing— SMT assembly — Parts insertion — Auto-soldering— Auto-cleaning and
drying— Testing— Case assembly— Testing— Packaging— Shipping

(111) Supply status of major materials

Major material’s details Supply source
PCB Taiwan
Connector China
AU wire Korea
Compound China, Japan, Taiwan
Lead frame Taiwan
Substrate China, Taiwan
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(IV) Major purchases and sales customer lists in the last two years

1. The supplier code, sales amount, and proportion of sales which accounted for at least 10% of the total sales amount in any of the past two years and the reasons for the
increase or decrease:

Unit: NTD thousand

2019 2020 The first quarter of 2021
Proportion in
Proportion in| Relationship Proportion in| Relationship current year's | Relationship
Name Amount annual net with the Name Amount annual net with the Name Amount netsalesupto| with the
sales (%) issuer sales (%) issuer the last quarter issuer
(%]

Company A 4,535,396 25.89 None Company A 3,985,770 28.77 None Company B 772,608 20.79 None
Company B 4,288,955 24.49 None Company B 2,894,881 20.90 None Company A 703,486 18.93 None
Company C 2,332,055 13.32 Yes Company C 1,760,738 12.71 Yes Company C 510,358 13.74 Yes
Others 6,358,739 36.30 Others 5,210,520 37.62 Others 1,728,936 46.54
Net sales 17,515,145 100.00 Net sales 13,851,909 100.00 Net sales 3,715,388 100.00

According to the analysis of the sales materials for the major customer in the past two years, there is no significant change in the proportion of sales, which indicates that
the relationship between the Company and the customers is very stable. Overall, the sales customers of the Company are scattered, so there is no risk for the sales

concentration and other abnormal situations.
2. The vendor code, purchase amount, and proportion of purchase which accounted for at least 10% of the total net purchase amount in any of the past two years and the
reasons for the increase or decrease:

Unit: NTD thousand

2019 2020 The first quarter of 2021
L L Proportion in . .
Name Amount P;C:]F:]?Jl;;onl’;:n Relation_ship Name Amount P;C:]F:]?Jrat:?%;n REIaﬁOUShip Name Amount currﬁr?t year'ts rlﬁt Relezttlr??ﬁg P
purchase (%) with the issuer purchase (% ) with the issuer E)auschjzft;p[o% ]e issuer
Company a 2,834,420 31.26 None Company a 2,447,963 31.99 None Company a 468,283 23.44 None
Company b 799,058 10.44 None Company b 327,941 16.42 None
Others 6,233,498 68.74 None Others 4,405,750 57.57 Others 1,201,502 60.14
Net purchase 9,067,918 100.00 Net purchase 7,652,771 100.00 Net purchase 1,997,726 100.00

Both of the Company's Semiconductor Group and EMS Group belong to the foundry without the own brands, the raw materials are mostly standardized products and it has
many suppliers for the raw materials so it does not need to concern about the shortage. The Company will consider the quality and the price first when purchasing unless the
customers designate the suppliers. According to the overall purchase proportion, there is no risk for the excessive concentration. Besides, the Company keeps close
relationship for the strategic cooperation with the major suppliers and the source of supply is more than two companies at any time. In general, the supply status is stable and
there is no abnormal situation.
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(V) Production volume and value in the past two years

Unit: thousand pieces / NTD thousand

Year 2019 2020
oduction volume and
value Capacity \Volume Value Capacity \Volume Value
Major product

Plastic integrated circuit 1,581,322 1,081,855 8,314,763 1,564,262 949,202 6,998,040
EMS 130,372 101,590 6,633,780 124,027 79,493 4,527,306
Others 794,392 439,057 563,998 794,392 422,860 487,739

Total 2,493,128 1,622,502 15,512,541 2,482,681 1,451,525 12,013,085

(V1) Sales volume and value in the past two years

Unit: thousand pieces / NTD thousand

Year 2019 2020
Sales volume Domestic sales Foreign sales Domestic sales Foreign sales
and value
) \Volume Value Volume Value \Volume Value Volume Value
Major product
Ei'f‘;j'if integrated 635957| 5,067,398 453758|  4,732251| 601,602 4546,823| 355654| 3,040,066
EMS 17,053 295,926 90,127 4,800,520 14,718 950,902 65,068 3,940,434
Others 257,096 636,939 233,875 1,982,111 267,736 505,300 174,431 868,384
Total 910,106| 6,000,263 777,760 11,514,882 884,146| 6,003,025 595,153 7,848,884
I11. Profile of Employees
Fiscal Year 2019 2020 Up to March 31 of the
Employee current year
Direct 4,420 3,586 3,472
Number of Indirect 2,337 1,982 1,972
Employees
Total 6,757 5,568 5,444
Average age 34.58 34.91 36.97
Average seniority 6.80 8.6 8.1
Doctor 0.00% 0.00% 0.00%
Master 3.58% 4.08% 4.28%
Education
distribution|University/College 59.88% 63.54% 63.83%
%
’ Senior high school 29.16% 28.63% 28.16%
Less than Senior 7.38% 3.75% 3.73%
high school

IV. Environmental protection expenditure

0

Losses suffered from environmental pollution in the most recent year and as of the printing date of the

annual report (including compensation and environmental protection audit results of violations of
environmental protection laws and regulations, the date of the penalty, the number of the penalty received,
the provisions of the law violated, the content of the law violated, and the content of the penalty should be
listed), and disclose the estimated amount and the total amount of measures and penalties that may occur at
present and in the future: None, the Company has not suffered any losses or penalties from environmental
pollution in the past two years.

Q)

Future countermeasures (including improvement actions) and possible expenditure: The investment on the

maintenance and renewal for the pollution treatment equipment in each factory is about NT$6 million.
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(111) Countermeasures for RoHS 2.0 of EU:
In response to the implementation for RoHS 2.0 of EU, the Company have actively conducted all the
transformation works since several years. The Company currently has finished constructing the
management system for RoHS 2.0 and gained the certification from the international famous enterprises,
so it can fully provide the customers with the products complying with RoHS 2.0.

V. Labor relations
(1) The measures of Employee welfare, retirement system and its implementation status, and labor-management
agreements:
1. The measures of Employee welfare:

OSE considers the talents to be the most valuable assets for the enterprises, the Company will review

the supply/demand status for the talents market and remuneration to provide the remuneration

appropriate to the value of the talents, and it will also distribute the incentive bonus and performance
bonus based on company's operating performance to achieve the purpose of encouragement and
talents retention.

(1) Establish the Employee Welfare Committee to implement all the welfare measures for the
Employees.

(2) If the Employee is dead, disabled, injured or sick due to the occupational accidents, he will be
compensated according to the regulation regarding the compensation for accidents in the Labor
Standards Act.

(3) Establish the Occupational Safety and Health Committee and management unit to be in charge of
the matters of the occupational safety, health and the Employee medical checkup.

(4) Implement the Employee education training to increase the professional knowledge for the
Employees so they can be devoted to their works.

(5) Provide all kinds of subsidies for the marriage, death, hospitalization, child birth.

(6) Employee restaurant provides the meals with convenience, health, nutrition and low price.

(7) Provide the work environment with safety, comfort and clean.

(8) The Employees can apply for an unpaid military leave or an unpaid parental leave.

(9) The Company implements the corporate medical insurance and accident insurance for its entire
Employees.

(10) Establish the nursery room in the Company to provide the postpartum Employees with the
excellent environment for nursing.

(11) Hold domestic and overseas travels, family days, speeches and year end banquets for the
Employees every year.

(12) Encourage and assist the Employees to set up the clubs and hold relevant activities.

(13) The Company provides gift certificates for the three main holidays, scholarships, and birthday
gifts for Employees.

(14) Provide the leaves that are better than the regulations of the Labor Standards Act such as leaves
for helping deal with wedding affairs.

(15) Give gifts to the senior Employees for their hard work.

(16) Hold labor-management meetings regularly to harmonize labor relations.

(17)Hold Coffee Sessions and other activities to help the newcomers to become more involved in the
Company's atmosphere faster.
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2. Further study and educational training for Employees:

(1) The Company values its human resources and puts lots of effort on talent cultivation, and it plans
the annual educational training program for the Employees according to the organizational
development and the annual strategic targets and selects the development focus of the year.

(2) Establish standardized newcomer guidance training and orientation training to help the
newcomers involve in the team quickly.

(3) Provide the current Employees with the application for the external training courses and expense
subsidy.

(4) Establish the internal trainer system to cultivate the Employees to serve as the internal trainers for
the Company to pass down the professional knowledge and capability.

(5) Cooperate with the Trade Unions to irregularly implement the labor education training every year.

(6) Implement the dual-career project to provide technical training and multiple general education
courses for the students who participate in Industry-Academe Collaboration Program.

(7) Inrecent years, the Company has been awarded the TTQS Training Quality Benchmark Silver
Award.

(8) 1In 2020, 4,258 of the Employees received the training program, and the total cost of training was
NT$3,344,665, with a satisfaction rating of 90.2, allowing Employees to develop their
professional abilities in accordance with their duties, and demonstrate their work practices.

Course Category VGLE! MUl S5 Total hours | Total expense
of people

Training of New 600 4,800

Employees

Professional 2739 13,346
Training Program 3,344,665

Managerial 919 3,862

Program
Total 4,258 22,007

3. Retirement system:
OSE has contributed monthly to the workers' retirement reserve fund since November 1986 according
to the Labor Standards Act and deposited the fund in the Central Trust of China and established the
Supervisory committee of workers' retirement reserve fund. In response to SFAS No.18 “Accounting
for Pensions” which was implemented in 1995, the contribution proportion was increased to 4% after
the submission to the competent authority for business objectives in July, 1993, and was adopted by
the Export Processing Zone Administration of the Ministry of Economy on August 9, 1993 and letter
No. 006702 was issued. In July 2005, the Labor Pension Act was announced and implemented, the
Company conducted the opinion investigation to know the willingness of the Employees for choosing
the old pension system or the new one according to the “Labor Pension Act” and reported the list of
the Employees who chose the new pension system, and it also contributed 6% of monthly salary to
the Employee's personal account in the Bureau of Labor Insurance based on the regulation. In August
2005, the Company submitted the proposal of decreasing the pension contribution proportion from
4% to 3% to the concerned authority, it was adopted on August 26, 2005 and letter No. 09400072390
was issued. In January 2016, the Company submitted the proposal to increase the pension
contribution proportion from 3% to 6% to the concerned authority, it was adopted on January 21,
2016 and letter No. 10500008670 was issued. In March 2017, the Company submitted the proposal of
increasing the pension contribution proportion from 6% to 10% to the concerned authority, it was
adopted on March 23, 2017 and letter No. 10600029540 was issued.

-70 -



4. Other important agreements:

(1) Formulated the Employee reporting system to provide the Employees with the reporting channels.

(2) The Company can communicate with the cadres of the industrial labor union at any time and it has
established the Employee suggestion box, grievance hot line, grievance e-mail, so Employees can
express their opinions completely.

(3) In order to encourage Employees, the Company regularly organizes events to select excellent
Employees and publicly praise them. By encouraging the Employees who meet the core value of
the Company, they will also further inspire other Employees.

(4) The Company continues to promote the internal engineering improvement meetings as a means to
encourage the Employees to show their best. The Company also encourages the Employees to
continue improving their performance and quality and pass down what they know onto other
Employee.

(5) Provide the newcomers and the model Employees with the opportunities of communication and
interaction with the middle and top management in the Coffee Sessions.

(1) Losses suffered from labor disputes in the most recent year and as of the date of printing of the annual report
(including labor inspection results in violation of the Labor Standards Law, which shall include the date of
penalty, the number of the penalty received, the provision of the violation, the content of the violation, and
the content of the penalty): None.

(111) The estimated amount of current and potential future liabilities and contingency measures, and if the
amount cannot be reasonably estimated, the fact that it cannot be reasonably estimated: It is estimated that
in the future, if the Company continues to promote and implement the various Employee welfare measures,
there shall be no labor disputes that would result in losses.

VI. Significant contracts: List the parties to the supply and sales contracts, technical cooperation contracts,
engineering contracts, long-term loan contracts and other significant contracts affecting
Shareholders' equity, their main contents, restrictive clauses and dates of expiration as of the
printing date of the annual report.

Type of contract Counterparty Contract period Major contents Restriction

Export Processing Zone 1. 10 land leases in Export Processing
P 9 March 1, 2010 - October 31, Zone(based on the lease), the

Land lease Ac_in_unlstratlon of the 2029 actual lease area is 72,231m2
Ministry of Economy
2.Rental and payment

Commenced on January 6, 1

2021, and it is subject to ’

termination in accordance to
the terms in the contract

Co-development of technologies
2. Vesting of interests and profit
sharing method

CHIPBOND
TECHNOLOGY
CORPORATION

Technology
Collaboration
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V1. Financial Information

I. Condensed balance sheet and statement of comprehensive income in the past five years

(1) Condensed balance sheet and statement of comprehensive income — consolidated financial statements

1. Condensed balance sheet—consolidated financial statements

Unit: NTD thousand

Fiscal Year

Financial information in the past five years (Note 1)

Financial

information in the

ltem 2016 2017 2018 2019 2020 current year by
March 31, 2021
Current assets 5,819,947 6,027,501 6,276,273 6,258,470 6,019,664 6,167,257
Property, plant and
equipment 9,174,961 7,646,666 7,063,908 6,264,246 5,285,569 5,071,229
Intangible assets 95,977 79,680 89,633 58,445 34,706 34,854
Other assets 2,981,745 2,957,461 3,316,629 3,337,589 3,143,880 3,093,170
Total assets 18,072,630 16,711,308 16,746,443 15,918,750 14,483,819 14,366,510
g Before | g 115378 | 8,339,204 | 9,031,180 8,263,388 | 4,649,366 4,510,728
Current |distribution
liabilities After
distribution 8,115,378 8,339,294 9,031,180 8,263,388 (Note 2) (Note 2)
Non-current liabilities 3,280,752 2,712,168 2,212,663 1,589,207 2,231,685 2,036,683
di _Befpre 11,396,130 11,051,462 11,243,843 9,852,595 6,881,051 6,547,411
Total istribution
liabilities After
distribution 11,396,130 11,051,462 11,243,843 9,852,595 (Note 2) (Note 2)
Equity attributed to
owners of the parent 6,484,292 5,659,846 5,502,600 6,066,155 7,602,768 7,819,099
company
Capital 8,060,158 8,060,158 5,523,285 5,573,285 7,372,225 7,370,410
Capital reserve 21,868 21,420 20,104 45,711 220,723 222,538
Before
distribution (1,796,040) | (2,536,872) (44,832) 537,191 160,707 381,061
Retained
earnings | . After
distribution | (1,796,040) | (2,536,872) (44,832) 381,893 (Note 2) (Note 2)
(Note 2)

Other equity 198,306 115,140 4,043 (90,032) (150,887) 154,910
Treasury stock - - - - - -
Non-controlling _ _ _ _ _

interest 192,208
i Before | ¢ 676 500 5,659,846 5,502,600 6,066,155 | 7,602,768 7,819,099
istribution
Total
equity | After
distribution 6,676,500 5,659,846 5,502,600 5,910,857 (Note 2) (Note 2)
(Note 2)

(Note 1): The financial information in the aforementioned years (quarters) has been audited and certified by CPA.
(Note 2): The above post-distribution figures are based on the resolution of the next Annual General Shareholders’ Meeting.
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2. Condensed statement of comprehensive income —consolidated financial statements
Unit: NTD thousand

Financial information in the past five years (Note 1)
Fiscal Year

Financial
information in the
current year by
March 31, 2021

ltem 2016 2017 2018 2019 2020

Operating revenue | 15,786,333 13,886,312 15,188,192 17,515,145 13,851,909 3,788,896

Operating margin 1,796,924 181,636 532,137 1,772,942 697,353 517,907

Operating
profit(loss)

683,612 (724,373) | (406,063) 776,472 (186,030) 273495

Non-operating
income and (46,959) (27,152) 43,527 (39,879) (57,178) 7,930
expenses

Net income (loss)
before tax

636,653 (751,525) | (362,536) 736,593 (243,208) 281,425

Net income(loss)
from continuing 503,839 (714,804) (111,548) 587,960 (266,123) 220,354
operations

Loss of _
discontinued — — — — _
operations

Net income (loss) 503,839 (714,804) (111,548) 587,960 (266,123) 220,354

Other
comprehensive
income /loss (net of
tax)

(53,154) (112,314) (45,907) (28,711) (141,994) (6,227)

Total
comprehensive 450,685 (827,118) (157,455) 559,249 (408,117) 214,127
income (loss)

Net income
attributed to the
owner of parent

company

504,371 (713,577) (111,548) 587,960 (266,123) 220,354

Net income
attributed to
non-controlling
interest

(532) (1,227) - - — _

Total
comprehensive
income attributed to 444,735 (823,998) (157,455) 559,249 (408,117) 214,127
the owner of parent

company

Total
comprehensive
income attributed to 5,950 (3,120) — — — —
non-controlling
interest

EPS 0.63 (0.89) (0.20) 1.06 (0.48) 0.40

(Note 1): The financial information in the aforementioned years (quarters) has been audited and certified by CPA.
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(I1) Condensed balance sheet and statement of comprehensive income —individual financial statements

1. Condensed balance sheet —individual financial statements

Unit: NTD thousand

Fiscal Year

Financial information in the past five years (Note 1)

Financial information

ltem 2016 2017 2018 2019 2020 in the current year by
March 31, 2021
Current assets 4,965,509 5,423,002 5,676,071 5,755,448 5,610,556
Property, plant and 8,939,936 7,600,104 7,012,652 6,220,127 5,246,877
equipment
Intangible assets 95,048 78,985 89,266 58,192 34,553
Other assets 3,428,286 3,431,835 3,843,431 3,838,398 3,471,938 Not
applicable
Total assets 17,428,779 16,533,926 16,621,420 15,872,165 14,363,924 PP
i Before 7,774,492 8,162,012 8,906,255 8,273,415 4,536,390
Current istribution
liabilities After
AT 7,774,492 8,162,012 8,906,255 8,273,415 4,536,390
distribution
Non-current liabilities 3,169,995 2,712,068 2,212,565 1,532,595 2,224,766
__ Before 10,944,487 10,874,080 11,118,820 9,806,010 6,761,156
Total distribution
liabilities After
AT 10,944,487 10,874,080 11,118,820 9,806,010 6,761,156
distribution
Equity attributed to
owners of the parent 6,484,292 5,659,846 5,502,600 6,066,155 7,602,768
company
Capital 8,060,158 8,060,158 5,523,285 5,573,285 7,372,225
Capital reserve 21,868 21,420 20,104 45,711 220,723
Before
distribution (1,796,040) (2,536,872) (44,832) 537,191 160,707
Retained
earnings | . _ After
distribution (1,796,040) (2,536,872) (44,832) 381,893 (Note 2)
(Note 2)
Other equity 198,306 115,140 4,043 (90,032) (150,887)
Treasury stock - - - - -
Non-controlling interest - - — - -
__ Before 6,484,292 5,659,846 5,502,600 6,066,155 7,602,768
distribution
Total
equity ~ After
distribution 6,484,292 5,659,846 5,502,600 5,910,857 (Note 2)
(Note 2)

(Notel): The financial information in the aforementioned years has been audited and certified by CPA.
(Note 2): The above post-distribution figures are based on the resolution of the next Annual General Shareholders’ Meeting.
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2. Condensed statement of comprehensive income —individual financial statements

Unit: NTD thousand

Financial information in the past five years (Note 1)

Fiscal Year
Financial information
Item 2016 2017 2018 2019 2020 in the current year by
March 31, 2021
Operating revenue 15,130,357 13,468,695 14,924,371 17,235,914 13,567,698
Operating margin 1,511,833 5,811 443,813 1,697,504 666,801
Operating profit(loss) 645,638 (776,154) (397,969) 763,309 (124,361)
Non-operating income
and expenses (14,463) 6,127 28,349 (29,308) (121,032) N ot
Net income before tax 631,175 (770,027) (369,620) 734,001 (245393) | Applicable
Net income from
continuing operations 504,371 (713,577) (111,548) 587,960 (266,123)
Loss of discontinued _ _ _ _ _
operations
Net income (loss) 504,371 (713,577) (111,548) 587,960 (266,123)
Other comprehensive
income /loss (net of tax) (59,636) (110,421) (45,907) (28,711) (141,994)
Total comprehensive 444,735 (823,998) (157,455) 559,249 (408,117)
income (loss)
Net income attributed to
the owner of parent 504,371 (713,577) (111,548) 587,960 (266,123)
company
Net income attributed to _ _ _ _ _
non-controlling interest
Total comprehensive
income attributed to the 444,735 (823,998) (157,455) 559,249 (408,117)
owner of parent
company
Total comprehensive
income attributed to - - - — -
non-controlling interest
EPS 0.63 (0.89) (0.20) 1.06 (0.48)

(Notel): The financial information in the aforementioned years has been audited and certified by CPA.
(IIT) CPA’s audited opinion in the past five years

Fiscal Year Name of CPA Name of CPA Audit Opinion
105 Fang Wen Li Shih Chieh Huang Unqualified opinion
2017 Fang Wen Li Cheng-Chu Chen Unqualified opinion
2018 Fang Wen Li Cheng-Chu Chen Ungqualified opinion
108 Zhi-Zheng Chen Cheng-Chu Chen Unqualified opinion
109 Zhi-Zheng Chen Cheng-Chu Chen Unqualified opinion
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I1. Financial analysis in the past five years
(1) Financial analysis in the past five years—consolidated financial statements:

Financial Year (Note 1) ; ; i i :
Financial analysis inthe pas  five years As of March 30,
2021
Analysis item (Note 3) 2016 2017 2018 2019 2020
Liabilities to assets ratio 63.06 66.13 67.14 61.89 47.51 45.57
Financial
structure (%) Lona.t il )
ong-term capital to property,
plant and equipment ratio 99.90 102.41 102.15 111.28 155.57 167.67
Current ratio 71.72 72.28 69.50 75.74 129.47 136.72
Solvency % Quick ratio 51.99 54.48 51.57 59.96 103.55 106.75
Interest coverage ratio 5.22 (4.39) (1.88) 7.36 (2.17) 27.02
Account ’e?m;"e tumover 5.48 5.37 5.36 6.06 5.43 5.68
Average collection days 67 68 68 60 67 64
Inventory turnover (time) 9.38 9.40 9.79 11.17 11.00 10.79
Operating Account payable turnover
performance (time) 4.09 4.23 4.43 4.84 4.85 5.16
Average days for sales 39 39 37 33 33 34
Property, plant and equipment
turnover (time) 1.83 1.65 2.06 2.63 2.40 2.93
Total assets turnover (time) 0.88 0.80 0.91 1.07 0.91 1.05
Return on assets (%) 3.52 (3.44) (0.06) 4.17 (1.35) 1.59
Return on equity (%) 8.07 (11.75) (2.00) 10.16 (3.89) 2.86
. Net income before tax to
Profitability paid-in capital ratio(%6) 7.90 (9.32) (6.56) 13.22 (4.37) 3.71
Net profit margin (%) 3.19 (5.14) (0.73) 3.36 (1.92) 5.82
EPS (NT$) 0.63 (0.89) (0.20) 1.05 (0.48) 0.40
Cash flow ratio (%) 26.78 12.18 2.61 36.73 15.37 4.85
Cash flow | Cash flow adequacy ratio (%) 82.10 92.02 83.56 114.61 123.05 63.65
Cash re-investment ratio (%) 7.86 4.19 0.95 13.09 2.39 0.81
Operation leverage 8.24 (5.61) (11.59) 8.07 (23.73) 5.21
Leverage
Financial leverage 1.28 0.84 0.76 1.18 0.71 1.04

Profitability/ Cash flow:

<> Financial structure/solvency/profitability

1. Decrease in debt to assets ratio: Mainly due to the repayment of loans, resulting in a decrease in total
liabilities.

2. Increase in the ratio of long-term capital to property, plant and equipment: Mainly due to the increase in
cash capital, which led to the increase in equity.

3. The increase in current ratio and quick ratio: Mainly due to the repayment of loans, resulting in a decrease in
total liabilities.

4. Decrease in interest coverage and net income before tax to paid-in capital ratio: Mainly due to the decrease
in net income before tax.

5. Decrease in return on assets, return on equity, net income and earnings per share: Mainly due to the decrease
in net income after tax.

< Cash flow/leverage

1. Decrease in cash flow ratio and cash reinvestment ratio: Mainly due to the decrease in net cash flow from
operating activities.

2. The decrease in operating leverage and financial leverage: Mainly due to the net operating loss for the
period.
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Note 1: The financial information in the aforementioned years (quarters) has been audited and certified by CPA.
Note 2: The calculation formula for the financial analysis:
1. Financial structure
(1)Liabilities to assets ratio = total liabilities/ total assets.
(2) Long-term capital to property, plant and equipment ratio = (total equity + non-current liabilities)/ net worth of
property, plant and equipment.
2. Solvency
(1) Current ratio = current assets/current liabilities.
(2) Quick ratio = (current assets — inventory — pre-payments)/current liabilities
(3) Interest coverage ratio= net income before income tax and interest expenses /interest expense for current period.
3. Operating performance
(1) Receivables (including account receivable and Note receivable from operation) turnover = net sales/balance of
average receivables (including account receivable and Note receivable from operation).
(2) Average collection days = 365/ receivables turnover.
(3) Inventory turnover = cost of sales /average inventory.
(4) Payables (including account payable and Note payable from operation) turnover = cost of sales /balance of
average payables (including account payable and Note payable from operation).
(5) Average days for sales = 365/inventory turnover
(6) Property, plant and equipment turnover = net sales /average net worth of property, plant and equipment.
(7) Total assets turnover = net sales/average total assets.
4. Profitability
(1) Return on assets = [profit/loss after tax + interest expenses x (1-tax rate)]/average total assets.
(2) Return on equity = profit/loss after tax / average total equity.
(3) Net profit ratio = profit, loss after tax /net sales
(4) EPS = (Profit and loss attributable to owners of the parent company — dividends from preferred stocks)/weighted
average number of outstanding shares
5. Cash flow
(1) Cash flow ratio = net cash flow from operating activities/ current liabilities
(2) Net cash flow adequacy ratio = net cash flow from operating activities in the past five years/(capital
expenditures + inventory increase + cash dividends) in the past five years.
(3) Cash re-investment ratio = (net cash flow from operation activities — cash dividends)/ (gross property, plant and
equipment + long-term investment + other non-current assets + working capital)
6. Leverage:
(1) Operation leverage = (net operating revenue — variable operating costs and expenses)/operating profit
(2) Financial leverage = operating profit/(operating profit-interest expenses).

-77 -



(1) Financial analysis in the past five years — individual financial statements:

Year (Note 1) . !
Financial analysis inthe pas ~ five years As of March 31
. 2021
Analysis item (Note 3) 2016 2017 2018 2019 2020
Liabilities to assets ratio
62.80 65.77 66.89 61.78 47.07
Financial
structure () |Long-term capital to
property, plant and equipment 101.29 103.03 102.90 112.07 156.72
ratio
Ci t rati
rrent reto 6387 | 6644 63.73 69.57 123.68
S
Solvency 9| 21K ratlo 4918 | 51.40 49.17 56.33 99.94
Interest coverage ratio 5 o5 (4.58) (1.99) 745 (2.32)
Account receivable turnover
(time) 5.38 5.31 5.34 6.03 5.40
Average collection days 68 69 68 61 68
Inventory turnover (time) 11.58 11.80 11.83 13.49 12.48
Operating |Account payable turnover
performance |(time) 4.19 4.41 454 4.83 4.79
Average days for sales 32 31 31 27 29 N ot
Property, plant and 1
s e (E) 180 | 163 2.04 2.61 237 | applicable
Total assets turnover (time) 0.87 0.79 0.90 1.06 0.90
Return on assets (%) 361 | (353) (0.04) 4.18 (1.37)
Return on equity (%) 8.07 | (11.75) (2.00) 10.16 (3.89)
Net income before tax to
Profitability |paid-in capital ratio(%) 7.83 (9.55) (6.69) 13.17 (4.41)
Net profit margin (%) 3.33 (5.30) (0.75) 341 (1.96)
EPS (NT$) 0.63 (0.89) (0.20) 1.05 (0.48)
Cash flow ratio (%) 2015 | 11.47 2.93 36.55 11.74
Cash flow |C285h flow adequacy ratio (%) g4 46 | 78,68 84.05 105.68 108.65
Cash re-investment ratio (%) 8.53 3.92 1.07 13.21 1.72
Operation leverage 835 | (5.02) (11.62) 8.07 (35.09)
Leverage Financial leverage
1.30 (5.02) 0.76 1.18 0.63

Analysis of changes in the percentage of increase or decrease of more than 20%:

< Financial structure/solvency/profitability

1. Decrease in debt to assets ratio: Mainly due to the repayment of loans, resulting in a decrease in total
liabilities.

2. Increase in the ratio of long-term capital to property, plant and equipment: Mainly due to the increase in
cash capital, which led to the increase in equity.

3. The increase in current ratio and quick ratio: Mainly due to the repayment of loans, resulting in a decrease in
total liabilities.

4. Decrease in interest coverage and net income before tax to paid-in capital ratio: Mainly due to the decrease
in net income before tax.

5. Decrease in return on assets, return on equity, net income and earnings per share: Mainly due to the decrease
in net income after tax.

< Cash flow/leverage

1. Decrease in cash flow ratio and cash reinvestment ratio: Mainly due to the decrease in net cash flow from
operating activities.

2. The decrease in operating leverage and financial leverage: Mainly due to the net operating loss for the
period.
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Note 1: The financial information in the aforementioned years has been audited and certified by CPA.
Note 2: The calculation formula for the financial analysis:
1. Financial structure
(1)Liabilities to assets ratio = total liabilities/ total assets.
(2) Long-term capital to property, plant and equipment ratio= (total equity + non-current liabilities)/ net worth of
property, plant and equipment.
2. Solvency
(1) Current ratio = current assets/current liabilities.
(2) Quick ratio = (current assets — inventory — pre-payments)/current liabilities
(3) Interest coverage ratio= net income before income tax and interest expenses /interest expense for current period.
3. Operating performance
(1) Receivables (including account receivable and Note receivable from operation) turnover = net sales/balance of
average receivables (including account receivable and Note receivable from operation).
(2) Average collection days = 365/ receivables turnover.
(3) Inventory turnover = cost of sales /average inventory.
(4) Payables (including account payable and Note payable from operation) turnover = cost of sales /balance of
average payables (including account payable and Note payable from operation).
(5) Average days for sales = 365/inventory turnover
(6) Property, plant and equipment turnover = net sales /average net worth of property, plant and equipment.
(7) Total assets turnover = net sales/average total assets.
4. Profitability
(1) Return on assets = [profit/loss after tax + interest expenses x (1-tax rate)]/average total assets.
(2) Return on equity = profit/loss after tax / average total equity.
(3) Net profit ratio = profit, loss after tax /net sales
(4) EPS = (Profit and loss attributable to owners of the parent company — dividends from preferred stocks)/weighted
average number of outstanding shares
5. Cash flow
(1) Cash flow ratio = net cash flow from operating activities/ current liabilities
(2) Net cash flow adequacy ratio = net cash flow from operating activities in the past five years/(capital
expenditures + inventory increase + cash dividends) in the past five years.
(3) Cash re-investment ratio = (net cash flow from operation activities — cash dividends)/ (gross property, plant and
equipment + long-term investment + other non-current assets + working capital)
6. Leverage:
(1) Operation leverage = (net operating revenue — variable operating costs and expenses)/operating profit
(2) Financial leverage = operating profit/(operating profit-interest expenses).
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I11. Audit Committee Review Report

Audit Committee’s Auditing Report

The Board of Directors have prepared the 2020 standalone and
consolidated financial statements and retained the CPAs, Zhi-Zhong Chen and
Zheng-Chu Chen of Ernst & Young Global Limited to audit the Company’s
individual and consolidated financial statements and issue an audit report
relating to the individual and consolidated financial statements. The financial
statements, business report, and the statement along with the business report and
Deficit compensation proposal. The Audit Committee finds no inappropriate
disclosures with respect to the above, and hereby issues this report in accordance
with Article 14-4 of the Securities and Exchange Act and Article 219 of the
Company Act.

To

2021 Annual General Sharcholders’ Meeting of Orient Semiconductor
Electronics’s

Orient Semiconductor Electronics, Ltd.
Convener of the Audit Committee: Ching-Tien Tsali

March 10, 2021
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IV. The consolidated financial statements for the most recent year

Disclaimer

In the fiscal year 2020 (from January 1, 2020 to December 31, 2020), the consolidated entities
within the consolidated financial statement of affiliated enterprises in accordance with the “Criteria
Governing Preparation of Affiliation Reports, Consolidated Business Reports and Consolidated
Financial Statements of Affiliated Enterprises” are identical to the entities within the consolidated
financial statement in accordance with Article 10 of the International Financial Reporting
Standards (IFRS). Consequently, the Company would not prepare the consolidated financial

statement of affiliated enterprises separately.

Hereby declares

Name of the Company: Orient Semiconductor Electronics

Responsible Person: Yueh-Ming Tung

March 10, 2021
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Independent Auditors’ Report

English Translation of a Report Originally Issued in Chinese

To Orient Semiconductor Electronics Limited
Opinion

We have audited the accompanying consolidated balance sheets of Orient Semiconductor Electronics Limited
(the “Co:hpany”) and its subsidiaries as of December 31, 2020 and 2019, and the related consolidated
statements of comprehensive income, changes in equity and cash flows for the years ended December 31, 2020
and 2019, and notes to the consolidated financial statements, including the summary of significant accounting
policies (collectively referred to as “the consolidated financial statements™).

In our opinion, based on our audits and the reports of other auditors (please refer to the Other Matter — Making
Reference to the Audits of Component Auditors section of our report), the consolidated financial statements
referred to above present fairly, in all material respects, the consolidated financial position of the Company and
its subsidiaries as of December 31, 2020 and 2019, and their consolidated financial performance and cash flows
for the years ended December 31, 2020 and 2019, in conformity with the requirements of the Regulations
Goveming the Preparation of Financial Reports by Securities Issuers and International Financial Reporting
Standards, International Accounting Standards, interpretations developed by the Intemational Financial
Reporting Interpretations Committee or the former Standing Interpretations Committee as endorsed by the
Financial Supervisory Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of Financial
Statements by Certified Public Accountants and auditing standards generally accepted in the Republic of China.
Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are independent of the Company and its
subsidiaries in accordance with the Norm of Professional Ethics for Certified Public Accountant of the Republic
of China (the “Norm™), and we have fulfilled our other ethical responsibilities in accordance with the Norm.
Based on our audits and the reports of other auditors, we believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of 2020 consolidated financial statements. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matter.

A member firm of Ernst & Young Global Limited
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Validity of occurrence of sales revenue from main customers

Sales revenue amounted to $13,851,909 thousand which were highly accounted for by major customers
were material to the consolidated financial statement as a whole for the year ended December 31, 2020.

Therefore, we consider the occurrence of sales as key audit matters to address the risk.

Our audit procedures included, but not limited to, assessing the appropriateness of the accounting policy
of revenue recognition; evaluating and testing the design and operating effectiveness of internal controls
around revenue recognition; performing cut-off tests by selecting samples of transactions from either side
of the balance sheet date and vouching related certificates to verify correctness of the timing of
recognizing transaction; obtaining the list of main customers for 2020 and assessing if their backgrounds,
transaction amounts were consistent with their scale ; verifying the occurrence of sales by confirmations;
testing the joumnal entries to ensure the transactions to be recorded properly; selecting samples to perform
test of details and reviewing significant contact terms and conditions to verify the accuracy of sales

revenue.

We also considered the appropriateness of the disclosures of sales. Please refer to Notes 4 and 6 to the
Company’s consolidated financial statements.

Deferred tax assets

The Group recognized deferred tax assets in the amount of $1,550,989 thousand, for the years ended
December 31, 2020. The recognition of deferred tax assets for the related unused tax losses, unused tax
credits, and deductible temporary differences arising from operating entities located in other areas was
based on management estimates of its future available taxable profits and the probability that the related
deferred tax assets will be realized. As a result, we determined the matter to be a key audit matter.

Our audit procedures include (but are not limited to) understanding and testing the controls surrounding
the Company’s assessment process for recognition of deferred tax assets; understanding the Company’s
significant operating entities for which deferred tax assets were recognized and assessing the management
estimates for assumptions used in the future cash flow projection and future taxable profits calculation;
retrospectively reviewing the accuracy of assumptions used in prior-period estimates of future cash flow
projection and assessing whether there were any other matters that will affect the recognition of deferred
tax assets; and assessing the adequacy of the Company’s disclosures regarding its deferred tax asset
recognition policy and other related disclosures.

We also considered the appropriateness of the income tax disclosures. Please refer to Notes 5 and 6 to
the Company’s consolidated financial statements.

""'0-42_]'-'\/
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Other Matter — Making Reference to the Audits of Component Auditors

We did not audit the financial statements of certain consolidated subsidiaries, whose statements reflected total
assets of $733,007 thousand and $800,395 thousand accounting for 5.06% and 5.03% of consolidated total assets
as of December 31, 2020 and 2019, respectively; total operating revenues amounted to $46,744 thousand and
$59,130 thousand, constituting 0.34% and 0.34% of consolidated operating revenues for the years ended
December 31, 2020 and 2019, respectively. Those financial statements were audited by other auditors, whose
reports thereon have been furnished to us, and our opinions expressed herein are based solely on the audit reports

of the other auditors.

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 requirements of the Regulations Governing the Preparation of Financial Reports by
Securities Issuers and International Financial Reporting Standards, International Accounting Standards,
interpretations developed by the International Financial Reporting Interpretations Committee or the former
Standing Interpretations Committee as endorsed by Financial Supervisory Commission of the Republic of China
and for such internal control as management determines is necessary to enable the preparation of consolidated

financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the ability to
continue as a going concern of the Company and its subsidiaries, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either intends to liquidate

the Company and its subsidiaries or to cease operations, or has no realistic alternative but to do so.

Those charged with govemance, including audit committee or supervisors, are responsible for overseeing the

financial reporting process of the Company and its subsidiaries.

o,

A member firm of Ernst & Young Global Limited
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue 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 auditing standards generally accepted in the Republic of China will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with auditing standards generally accepted in the Republic of China, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

1

[F%]

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

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 intemnal control of the Company and its subsidiaries.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the ability to continue as a going concern of the Company and its subsidiaries.
If we conclude that a matenial 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 Company and its subsidiaries to cease to

continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the accompanying notes, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Company and its subsidiaries 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.

A member firm of Ernst & Young Global Limited
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We communicate with those charged with govemance 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 1dentify 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.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of 2020 consolidated financial statements and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated
in our report because the adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

We have audited and expressed an unqualified opinion on the parent company only financial statements of the
Company as of and for the years ended December 31, 2020 and 2019.

Chen, Chih-Chung

Chen, Cheng-Chu

Emst & Young, Taiwan

March 10, 2021

Notice to Readers

The accompanying financial statements are intended only to present the financial position and results of
operations and cash flows in accordance with accounting principles and practices generally accepted in the
Republic of China on Taiwan and not those of any other jurisdictions. The standards, procedures and practices
to audit such financial statements are those generally accepted and applied in the Republic of China.

Accordingly, the accompanying financial statements and report of independent accountants are not intended
for use by those who are not informed about the accounting principles or auditing standards generally accepted
in the Republic of China, and their applications in practice. As the financial statements are the responsibility
of the management, Ernst & Young cannot accept any liability for the use of, or reliance on, the English
translation or for any errors or misunderstandings that may derive from the translation.

C . P

A member firm of Ernst & Young Global Limited



English Trandation of Financial Statements Originally Issued in Chinese
ORIENT SEMICONDUCTOR ELECTRONICSLIMITED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
As of December 31, 2020 and 2019
(Amounts expressed in Thousands of New Taiwan Dollars)

December 31, 2020 December 31, 2019
Items Notes :
Amount % Amount %
Current assets

Cash and cash equivalents 4,6.(1) $1,845,800 13 $1,701,412 11
Financial assets measured at amortized cost-Current 4,6.(2) 131,045 1 — —
Contract assets-Current 4,6.(21) 304,825 2 302,982 2
Notes receivable 4,6.(3) 852 — 1,770 —
Accounts receivable-Non Affiliates 4,6.(4) 2,182,326 16 2,455,324 16
Accounts receivable-Affiliates 4,6.(4),7 229,921 2 229,557 1
Other receivable-Non Affiliates 4 30,750 — 31,044 —
Other receivable-Affiliates 47 47,554 — 50,435 —
Inventories 4, 6.(5) 1,140,652 8 1,250,419 8
Prepayments 4,6.(12) 64,366 - 53,122 -
Other current assets 15,018 — 28,179 —
Other financia assets-Current 8 26,555 — 154,226 1
Total current assets 6,019,664 42 6,258,470 39

Non-current assets
Financial assets at fair value through profit or loss-Non current 4, 6.(6) 6,486 - - -
Financial assets at fair value through other comprehensive income-Non current 4,6.(7) 107,232 1 226,860 1
Investments accounted for using the equity method 4,6.(8),8 450,878 3 459,383 3
Property, plant, and equipment 4,6.(9), 8 5,285,569 36 6,264,246 39
Right-of-use assets 4,6.(23) 244,707 2 253,847 2
Investment Property 4, 6.(10) 394,486 3 440,433 3
Intangible assets 4,6.(11) 34,706 - 58,445 -
Deferred income tax assets 4, 6.(27) 1,550,989 11 1,547,937 10
Prepayment for equipment 4,6.(12) 128,499 1 151,901 1
Refundable deposits 8 167,650 1 157,615 1
Long-term receivables-Affiliates 4,6.(13),7 88,352 - 93,315 1
Other non-current assets 4 4,601 — 6,298 —
Total non-current assets 8,464,155 58 9,660,280 61
Total assets $14,483,819 100 $15,918,750 100

(The accompanying notes are an integral part of the financial statements.)
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English Translation of Financial Statements Originally Issued in Chinese

ORIENT SEMICONDUCTOR ELECTRONICS LIMITED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
As of December 31, 2020 and 2019

(Amounts expressed in Thousands of New Taiwan Dollars)

ltems Notes December 31, 2020 December 31, 2019
Amount % Amount %
Current liabilities
Short-term loans 6.(14), 7 $1,106,413 8 $2,373,766 15
Short-term notes payable 6.(15) - - 379,210 3
Contract Liabilities-Current 4,6.(21) 25,371 - 29,439 —
Notes payable 4 14,608 - 54,503 —
Accounts payable-Non Affiliates 4 2,305,268 16 3,057,906 19
Accounts payable-Affiliates 4,7 2,486 - 38,483 —
Other payables-Non Affiliates 809,213 5 1,053,956 7
Other payables-Affiliates 7 603 - - -
Lease liabilities-Current 4,6.(23) 26,895 - 25,725 —
Current portion of long-term loans 6.(16) 246,446 2 1,190,490 8
Other current liabilities 112,063 1 59,910 —
Tota current liabilities 4,649,366 32 8,263,388 52
Non-current liabilities
Long-term loans 6.(16) 620,000 5 904,836 6
Deferred tax liabilities 4,6.(27) 7,346 — 31,272 —
Lease liabilities-Non current 4,6.(23) 210,089 1 218,681 1
Preferred stock liabilities-Non current 6.(18) 1,006,485 7 — —
Net defined benefit liability-Non current 4,6.(17) 384,246 3 430,850 3
Deposits received 4 3,519 — 3,568 —
Tota non-current liabilities 2,231,685 16 1,589,207 10
Total liabilities 6,881,051 48 9,852,595 62
Equity attributable to the parent company 4,6.(19)
Capital
Common stock 5,570,425 38 5,573,285 35
Preferred stock 1,801,800 12 — —
Total capital stock 7,372,225 50 5,573,285 35
Ad(ditional paid-in capital 220,723 1 45,711 —
Retained earnings
Legal reserve 53,719 — — —
Special reserve 18,730 — — —
Undistributed earings 88,258 1 537,191 3
Total retained earnings 160,707 1 537,191 3
Other Components of Equity (150,887) — (90,032) —
Equity attributable to stockholders of the parent 7,602,768 52 6,066,155 38
Total stockholders equity 7,602,768 52 6,066,155 38
Total liabilities and stockholders' equity $14,483,819 100 $15,918,750 100

(The accompanying notes are an integral part of the financial statements.)
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English Translation of Financial Statements Originally Issued in Chinese
ORIENT SEMICONDUCTOR ELECTRONICSLIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the years ended December 31, 2020 and 2019

(Amounts expressed in Thousands of New Taiwan Dollars)

ltems Notes 2020 2019
Amount % Amount %
Net revenue 4,6.21),7 $13,851,909 100 $17,515,145 100
Cost of goods sold 4,6.(5), 6.(24) (13,154,556) (95) (15,742,203) | _(90)
Gross profit 697,353 5 1,772,942 | _ 10
Operating expenses 4,6.(24)
Selling and administration expenses (620,006) (4 (710,778) (4
Research and development expenses (267,325) 2) (278,307) 2)
Expected credit (gains) losses 4,6.(22) 2,933 — (7,742) | —
Subtotal (884,398) (6) (996,827) | _ (6)
Net other operating income and expenses 1,015 — 357 | —
Operating (loss) income (186,030) (1) 776472 | __ 4
Non-operating income and expenses 6.(25)
Interest revenue 4,892 5,951
Other income 76,251 1 44,513 -
Other gains and losses (82,613) (1 (13,999)
Financial costs (76,816) (1) (115,732) -
Expected credit gains (losses) 4,6.(22) 1,148 (1,148)
Share of profit of associates under equity method 4,6.(8) 19,960 — 40536 | —
Subtotal (57,178) (1) (39879 | —
Pretax (loss) income (243,208) (2) 736,593 4
Income tax (expense) 4,6.(27) (22,915) (148633) | _ (1)
Consolidated net (loss) income (266,123) (2) 587,960 |_ 3
Other comprehensive income (loss) 4,6.(26)
Items that will not be reclassified subsequently to profit or loss :
Remeasurements of defined benefit plans (34,730) - (8,772) -
Unrealized gains or losses on financial assets at fair value (119,628) (1) (8,018)
through other comprehensive income
Income tax related to items that will not be reclassified 30,872 2,170
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operations (23,475) (18,965)
Share of other comprehensive income of associates and joint ventures 272 - 1,081 -
Income tax related to items that may be reclassified 4,695 3793 | —
Total other comprehensive income (loss), net of tax (141,994) (1) (28711) | _ —
Total comprehensive income (loss) ($408,117) 3) $559,249 _3
Consolidated net (loss) income attributable to:
Common stockholders of the parent ($266,123) ) $587,960 3
Non controlling interests — — - | =
($266,123) ) $5687,960 |_ 3
Consolidated comprehensive income (loss) attributable to:
Common stockholders of the parent ($408,117) 3) $559,249 3
Non-controlling interests — — - | =
($408,117) ©) $550249 | _ 3
Basic (losses) earnings per share (Expressed in NTD) 4,6.(28) ($0.48) $1.06
Diluted (losses) earnings per share (Expressed in NTD) 4,6.(28) $0.48) $1.06

(The accompanying notes are an integral part of the financial statements.)

,-\,4,-\,




English Trandation of Financial Statements Originally Issued in Chinese
ORIENT SEMICONDUCTOR ELECTRONICS LIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
For the years ended December 31, 2020 and 2019
(Amounts expressed in Thousands of New Taiwan Dollars)

Equity attributable to stockhol ders of the parent

Stock Retained earnings Other equity
Items Total Equity
Capital surplus Unredlized gains or Total
Exchange losses on financial
Legal reserve Special reserve Undistributed differences on assets measured at Employee Unearned
Common stock Preferred stock g earnings trandation of fair value through Benefit
foreign operations other
comprehensive

Balance as of January 1, 2019 $5,523,285 — $20,104 — — ($44,832) ($20,095) $24,138 — $5,502,600 $5,502,600
Share of changes in net assets of associates and joint ventures accounted for using equity method - - (122 - - - - - - (122) (122)
Income for the years ended December 31, 2019 - — — — — 587,960 — - — 587,960 587,960
Other comprehensive income (loss) for the years ended December 31, 2019 — — — - - (5,937) (15172) (7,602) — (28,711) (28,711)
Total comprehensive income (loss) - — — - - 582,023 (15,172) (7,602) — 559,249 559,249
Share-based payment transaction 50,000 — 25,729 — — — — — ($71,301) 4,428 4,428
Balance as of December 31,2019 $5,573,285 - $45,711 - - $537,191 ($35,267) $16,536 ($71,301) $6,066,155 $6,066,155
Balance as of January 1, 2020 $5,573,285 - $45,711 - - $537,191 ($35,267) $16,536 ($71,301) $6,066,155 $6,066,155
Appropriation and distribution of 2019 retained earnings:

Legal reserve — — — $53,719 - (53,719) — - - - -

Special reserve — — — - $18,730 (18,730) — — — — —

Cash dividends - - - - - (82,849) - - - (82,849) (82,849)
(Loss) for the years ended December 31, 2020 — — — - - (266,123) - - — (266,123) (266,123)
Other comprehensive income (loss) for the years ended December 31, 2020 — — — - - (27,512) (18,780) (95,702) — (141,994) (141,994)
Total comprehensive income (loss) — — — - - (293,635) (18,780) (95,702) — (408,117) (408,117)
Preferred stocks issued - $1,801,800 198,198 - - - - - - 1,999,998 1,999,998
Share-based payment transaction (2,860) — (23,186) — — — — — 53,627 27,581 27,581
Balance as of December 31, 2019 $5,570,425 $1,801,800 $220,723 $53,719 $18,730 $88,258 ($54,047) ($79,166) ($17,674) $7,602,768 $7,602,768

(The accompanying notes are an integral part of the financia statements.)




English Trandation of Financial Statements Originally Issued in Chinese

ORIENT SEMICONDUCTOR ELECTRONICSLIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2020 and 2019
(Amounts expressed in Thousands of New Taiwan Dollars)

ltems 2020 2019 2020 2019
Amount Amount Items Amount Amount
Cash flows from operating activities: Cash flows from investing activities:
Pretax (loss) income ($243,208) $736,593 Acqusition of financial assets measured at amortized cost (131,045) —
Adjustments to reconcile net income (loss) before tax to net Acqusition of property, plant and equipment (482,271) (728,482)
The profit or loss items which did not affect cash flows: Disposal of property, plant and equipment 3,684 48,897
Depreciation 1,464,347 1,491,025 (Increase) Decrease in refundable deposits (10,035) 44,288
Amortization 51,256 65,339 Acqusition of intangible assets (20,316) (32,657)
Expected credit (gain) loss (4,081) 8,890 Decrease in long-term receivables 4,963 1,985
Interest expense 76,816 115,732 Net cash (used in) investing activities (635,020) (665,969)
Interest revenue (4,892) (5,951)
Compensation costs of share-based payment 27,581 4,428 |Cash flows from financing activities:
Share of (profit) of associates accounted for using the equity method (19,960) (40,536) (Decrease) in short-term loans (1,267,486) (433,155)
(Gain) on disposal of property, plant and equipment (2,297) (36,367) Increase in short-term notes payable — 379,210
Others - (Gain) on lease modification (1,015) (357) (Decrease) in short-term notes payable (379,210) (349,610)
Others - Loss on disposal and allowance for inventory valuation 44,836 105,828 Increase in long-term loans 1,742,995 1,300,000
Changes in operating assets and liabilities: Repayment of long-term loans (2,976,291) (2,262,010)
(Increase) Decrease in contract assets (1,843) 122,702 Preferred stock liabilities issued 999,999 —
Decrease in notes receivable 918 8,740 Increase in guarantee deposits received — 46
Decrease (Increase) in accounts receivable-non affiliates 275,961 (79,162) (Decrease) in guarantee deposits received (49) —
(Increase) Decrease in accounts receivable-affiliates (364) 465,791 Increase in other payable-affiliates 603 —
Decrease in other receivable-non affiliates 1,316 10,447 Repayment of lease liabilities (27,344) (30,050)
Decrease in other receivable-affiliates 24,059 41,019 Cash dividends (82,849) —
Decrease in inventories 65,371 211,432 Preferred stock issued 1,999,998 —
Decrease in prepayments 439 11,759 Interest paid (79,361) (118,428)
Decrease in other current assets 13,233 8,228 Other financing activities 127,671 89,389
Decrease in other non-current assets 188 2,166 Net cash provided by (used in) financing activities 58,676 (1,424,608)
(Decrease) Increase in contract liabilities (4,068) 13,618
(Decrease) in notes payable-non affiliates (39,895) (7,695) |Effect of exchange rate changes on cash and cash equivalents 6,085 (5,102)
(Decrease) in accounts payable-non affiliates (752,638) (238,082) |Net Increasein cash and cash equivalents 144,388 939,101
(Decrease) in accounts payable-affiliates (35,997) (10,727) |Cash and cash equivalents, beginning of period 1,701,412 762,311
Increase in other payable 2,545 2,696 |Cash and cash equivaents, end of period $1,845,800 $1,701,412
(Decrease) Increase in other current liabilities (133,279) 99,887
(Decrease) in net defined liabilities (81,334) (73,818)
Cash generated from operations 723,995 3,033,625
Interest received 4,955 5,966
Income tax (paid) (14,303) (4,811)
Net cash provided by operating activities 714,647 3,034,780

(The accompanying notes are an integral part of the financial statements.)




English Trandation of Financial Statements Originally Issued in Chinese
ORIENT SEMICONDUCTOR ELECTRONICS LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019
(Unlessotherwise gated, dl amounts expressed arein thousands of New Taiwan Dallars)

1. ORGANIZATION AND OPERATION

Orient Semiconductor Electronics Limited (the Company) wasincorporated as acompany limited by shares
under the provisions of the Company Law of the Republic of China in June 1971. The Company was
registered in Kaohsiung City and the registered addressis 9 Central 3Rd St. N.E.P.Z., Kachsiung, Taiwan,
11, R.O.C. The principal activity of the Company isto engage in the manufacture, assembly, processing and
sale of integrated circuits, parts for semiconductors, computer motherboards and related products. The
Company’s shares commenced trading in the Taiwan stock exchange market in April 1994.

As of the years ended December 31, 2020, the Company and its subsidiaries current liabilities and current
assets amounted to $4,649,366 thousand and $6,019,664 thousand, respectively. The current ratio was
129.47%. The Company has devoted to adjusting its product structure. The Company keeps making a profit
and improving financial structure.

2. DATE AND PROCEDURES OF AUTHORIZATION OF FINANCIAL STATEMENTS FOR ISSUE

The consolidated financial statements of the Company and its subsidiaries (“the Group”) for the years ended
December 31, 2020 and 2019 were authorized for issue by the Board of Directors on March 10, 2021.

3. NEWLY ISSUED OR REVISED STANDARDS AND INTERPRETATIONS

(1) Changes in accounting policies resulting from applying for the first-time certain standards and
amendments.

The Group applied for the first time International Financia Reporting Standards, International
Accounting Standards, and Interpretations issued, revised or amended which are recognized by
Financial Supervisory Commission (“FSC”) and become effective for annual periods beginning on or
after January 1, 2020. Apart from the nature and impact of the new standard and amendment is described
below, the remaining new standards and amendments had no material impact on the Group.

(@) Covid-19-Related Rent Concessions (Amendment to IFRS 16)

The Group €elected to early apply Covid-19-Related Rent Concessions (Amendment to IFRS 16)
which is recognized by FSC for annua periods beginning on or after January 1, 2020, and in
accordance with the requirements of the trangition. For the rent concession arising as a direct
consequence of the covid-19 pandemic, the Group elected not to assess whether it is a lease
modification but accounted it as a variable lease payment. Please refer to Note 6 for disclosure
related to the lessee which required by the amendment.



(2) Standards or interpretations issued, revised or amended, by International Accounting Standards Board
(“lASB”) which are endorsed by FSC, but not yet adopted by the Group as at the end of the reporting
period are listed below.

Items New, Revised or Amended Standards and Interpretations Effective Date issued
by IASB

a |Interest Rate Benchmark Reform - Phase 2 (Amendmentsto January 1, 2021
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)

(@) Interest Rate Benchmark Reform - Phase 2 (Amendmentsto IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16)

The final phase amendments mainly relate to the effects of the interest rate benchmark reform on
the companies’ financia statements:

A. A company will not have to derecognise or adjust the carrying amount of financial instruments
for changes to contractual cash flows as required by the reform, but will instead update the
effectiveinterest rate to reflect the change to the alternative benchmark rate;

B. A company will not have to discontinue its hedge accounting solely because it makes changes
required by the reform, if the hedge meets other hedge accounting criteria; and

C. A company will be required to disclose information about new risks arising from the reform
and how it manages the transition to alternative benchmark rates.

The abovementioned amendments that are applicable for annual periods beginning on or after January
1, 2021 have no material impact on the Group.

(3) Standards or interpretations issued, revised or amended, by International Accounting Standards Board
(“lASB”) which are not endorsed by FSC, and not yet adopted by the Group as at the end of the reporting
period are listed below.

. : Effective Date
I N R A I .
tems | New, Revised or Amended Standards and Interpretations issued by IASB
a IFRS 10 “Consolidated Financial Statements” and |AS 28 To be determined
“Investments in Associates and Joint Ventures” — Sale or by IASB

Contribution of Assets between an Investor and its Associate or
Joint Ventures

IFRS 17 “Insurance Contracts” January 1, 2023
Classification of Liabilities as Current or Non-current January 1, 2023
Amendmentsto IAS 1
d Narrow-scope amendments of IFRS, including Amendmentsto| January 1, 2022
IFRS 3, Amendmentsto IAS 16, Amendmentsto IAS 37 and
the Annual Improvements

e Disclosure Initiative - Accounting Policies — Amendments to |  January 1, 2023
IAS1
f Definition of Accounting Estimates— Amendmentsto IAS 8 January 1, 2023
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(@) IFRS 10“Consolidated Financia Statements” and IAS 28“Investments in Associates and Joint
Ventures” — Sale or Contribution of Assets between an Investor and its Associate or Joint Ventures.

The amendments address the inconsistency between the requirements in IFRS 10 Consolidated
Financia Statementsand IAS 28 Investmentsin Associates and Joint Ventures, in dealing with the
loss of control of a subsidiary that is contributed to an associate or ajoint venture. IAS 28 restricts
gains and losses arising from contributions of non-monetary assetsto an associate or ajoint venture
to the extent of the interest attributable to the other equity holdersin the associate or joint ventures.
IFRS 10 requires full profit or loss recognition on the lass of control of the subsidiary. IAS 28 was
amended so that the gain or loss resulting from the sale or contribution of assets that constitute a
business as defined in IFRS 3 between an investor and its associate or joint venture is recognized
infull.

IFRS 10 was also amended so that the gains or loss resulting from the sale or contribution of a
subsidiary that does not constitute a business as defined in IFRS 3 between an investor and its
associate or joint venture is recognized only to the extent of the unrelated investors’ interestsin the
associate or joint venture.

(b) IFRS 17 “Insurance Contracts”

IFRS 17 provides acomprehensive model for insurance contracts, covering all relevant accounting
aspects (including recognition, measurement, presentation and disclosure requirements). The core
of IFRS 17 isthe General (building block) Model, under this model, oninitial recognition, an entity
shall measure a group of insurance contracts at the total of the fulfilment cash flows and the
contractual service margin. The fulfilment cash flows comprise of the following:

(1) estimates of future cash flows;

(2) Discount rate: an adjustment to reflect the time value of money and the financial risks related
to the future cash flows, to the extent that the financial risks are not included in the estimates
of the future cash flows; and

(3) arisk adjustment for non-financial risk.

The carrying amount of a group of insurance contracts at the end of each reporting period shall be
the sum of theliability for remaining coverage and theliability for incurred claims. Other than the
Genera Model, the standard aso provides a specific adaptation for contracts with direct
participation features (the Variabl e Fee Approach) and a simplified approach (Premium Allocation
Approach) mainly for short-duration contracts.

IFRS 17 was issued in May 2017 and it was amended in June 2020. The amendments include
deferral of the date of initia application of IFRS 17 by two years to annual beginning on or after
January 1, 2023 (from the origina effective date of January 1, 2021); provide additional transition
reliefs; simplify some requirements to reduce the costs of applying IFRS 17 and revise some
requirements to make the results easier to explain. IFRS 17 replaces an interim Standard — IFRS 4
Insurance Contracts — from annual reporting periods beginning on or after January 1, 2023.

~9~



(c) Classification of Liabilities as Current or Non-current — Amendmentsto IAS 1

These are the amendments to paragraphs 69-76 of IAS 1 Presentation of Financial statements and
the amended paragraphs related to the classification of liabilities as current or non-current.

(d) Narrow-scope amendments of IFRS, including Amendmentsto IFRS 3, Amendmentsto |AS 16,
Amendmentsto IAS 37 and the Annual Improvements

A. Updating a Reference to the Conceptual Framework (Amendmentsto IFRS 3)

The amendments updated IFRS 3 by replacing a reference to an old version of the Conceptual
Framework for Financial Reporting with a reference to the latest version, which was issued in
March 2018. The amendments also added an exception to the recognition principle of IFRS 3
to avoid the issue of potential “day 2” gains or losses arising for liabilities and contingent
liabilities. Besides, the amendments clarify existing guidance in IFRS 3 for contingent assets
that would not be affected by replacing the reference to the Conceptual Framework.

B. Property, Plant and Equipment: Proceeds before Intended Use (Amendmentsto |AS 16)
The amendments prohibit a company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while the company is preparing the
asset for its intended use. Instead, a company will recognize such sales proceeds and related
cost in profit or loss.

C. Onerous Contracts - Cost of Fulfilling a Contract (Amendmentsto IAS 37)

The amendments clarify what costs acompany should include as the cost of fulfilling a contract
when assessing whether a contract is onerous.

D. Annual Improvements to |FRS Standards 2018 - 2020
Amendment to IFRS 1

The amendment simplifies the application of IFRS 1 by a subsidiary that becomes a first-time
adopter after its parent in relation to the measurement of cumulative trandation differences.

Amendment to IFRS 9 Financia Instruments

The amendment clarifies the fees a company includes when ng whether the terms of a
new or modified financia liability are substantidly different from the terms of the origina
financial liability.



Amendment to lllustrative Examples Accompanying |FRS 16 L eases

Theamendment to Illustrative Example 13 accompanying IFRS 16 modifiesthe treatment of lease
incentives relating to lessee’s leasehold improvements.

Amendment to IAS 41
The amendment removes a requirement to exclude cash flows from taxation when measuring fair

value thereby aligning the fair value measurement requirements in IAS 41 with those in other
IFRS Standards.

(e) Disclosure Initiative - Accounting Policies— Amendmentsto IAS 1

The amendments improve accounting policy disclosures that to provide more useful information
to investors and other primary users of the financial statements.

(f) Definition of Accounting Estimates— Amendmentsto IAS 8

The amendments introduce the definition of accounting estimates and included other amendments
to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors to help companies
distinguish changes in accounting estimates from changes in accounting policies.

The abovementioned standards and interpretations issued by IASB have not yet endorsed by FSC at the
date when the Group’s financial statements were authorized for issue, the loca effective dates are to be

determined by FSC. All other standards and interpretations have no material impact on the Group.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Statement of compliance

The consolidated financial statements of the Group for the years ended December 31, 2020 and 2019 have
been prepared in accordance with the Regulations Governing the Preparation of Financia Reports by
Securities Issuers (“the Regulations”) and International Financia Reporting Standards (IFRS), International
Accounting Standards, Interpretations developed by the International Financial Reporting Interpretations
Committee which are endorsed by Financial Supervisory Commission of the Republic of China.

(2)Basis of preparation
The consolidated financial statements have been prepared on a historical cost basis, except for financia

instruments that have been measured at fair value. The consolidated financial statements are expressed in
thousands of New Taiwan Dollars (“NT$”) unless otherwise stated.



(3)Basis of consolidation

Preparation principle of consolidated financia statement

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with

the investee and has the ability to affect those returns through its power over the investee. Specifically, the

Group controls an investee if and only if the Group has:

(a) power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities
of the investee)

(b) exposure, or rights, to variable returns from its involvement with the investee, and

(c) the ahility to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote holders of the investee

(b) rights arising from other contractual arrangements

(c) the Group’s voting rights and potentia voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control.

Subsidiaries are fully consolidated from the acquisition date, being the date on which the Group obtains
control, and continue to be consolidated until the date that such control ceases. The financia statements of
the subsidiaries are prepared for the same reporting period as the parent company, using uniform accounting
policies. All intra-group balances, income and expenses, unrealized gains and losses and dividends resulting
from intra-group transactions are eliminated in full.

A changeinthe ownership interest of asubsidiary, without a change of control, is accounted for as an equity
transaction.

Total comprehensive income of the subsidiaries is attributed to the owners of the parent and to the non-
controlling interests even if this resultsin the non-controlling interests having a deficit balance.

If the Group loses control of asubsidiary, it:

(a) derecognizes the assets (including goodwill) and liabilities of the subsidiary;

(b) derecognizes the carrying amount of any non-controlling interest;

(c) recognizesthefair value of the consideration received;

(d) recognizesthefair value of any investment retained;

(e) recognizes any surplus or deficit in profit or loss; and

(f) reclassifies the parent’s share of components previously recognized in other comprehensive income to
profit or loss.



A. The consolidated entities are listed as follows:

Percentage of ownership Remarks
Name of December 31, | December 31,
Investor subsidiaries | Business nature 2020 2019
The Company Orient Manufacture 99.99% 99.99% |1. Asof December 31,
Semiconductor | and export of 2020, the Company
Electronics integrated owned 93.67% and OSE
Philippines, circuitsand B.V.l. owned 6.33% of
Inc. computers the shares of OSEP,
(OSE which represented the
PHILIPPINES, aggregate a 99.99%
INC. ; OSEP) ownership of OSEP.
2. OSEP ceased its
operation in fourth
quarter of 2011.
The Company o= Investments of 100.00% 100.00% |—
INTERNATIONAL, | various
LTD. (OSE B.V.1.) | manufacturing
businesses
TheCompany | OSE USA, INC. | Investments of 100.00% 100.00% |OSEA merged with OSEU
(OSEUV) various on February 14, 2006 and
manufacturing assumed OSEU’s assets,
businesses liabilities and preferred
stocks. OSEA changed its
name as OSE USA, Inc.
after the merger.
The Company COREPLUS Manufacture of 100.00% 100.00% |—
(HK) LIMITED | electronics
(COREPLUS) product
COREPLUS VALUE-PLUS | Manufacture of 100.00% 100.00% |—
(HK) LIMITED | TECHNOLOGY | electronics
(COREPLUYS) (SUZHOU) CO. | product
(VALUE-PLUS
(SUZHOU))

B. The consolidated financia statements of part of the subsidiaries listed above had not been reviewed by
auditors. Asof December 31, 2020 and 2019, the rel ated assets of the subsidiaries which were unaudited
by auditors amount to $733,007 thousand and $800,395 thousand respectively, and the related liabilities
amount to $702,895 thousand and $705,073 thousand, respectively. The comprehensive income of these
subsidiaries amount to ($62,323) thousand and ($27,743) thousand for the years ended December 31,

2020 and 2019, respectively.




(4) Foreign currency transactions

The Group’s consolidated financial statements are presented in NT$, which is aso the Company’s
functional currency. Each entity in the Group determinesits own functional currency and itemsincluded
in the financial statements of each entity are measured using that functional currency.

Transactions in foreign currencies are initialy recorded by the Group entities at their respective
functional currency rates prevailing at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are retrandated at the functional currency closing rate of exchange
ruling at the reporting date. Non-monetary items measured at fair value in a foreign currency are
tranglated using the exchange rates at the date when the fair value is determined. Non-monetary items
that are measured at historical cost in aforeign currency are trandated using the exchange rates as at the
dates of theinitial transactions.

All exchange differences arising on the settlement of monetary items or on translating monetary items
are taken to profit or lossin the period in which they arise except for the following:

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

(b) Foreign currency items within the scope of IAS 39 Financia Instruments. Recognition and
M easurement are accounted for based on the accounting policy for financia instruments.

(c) Exchange differences arising on a monetary item that forms part of a reporting entity’s net
investment in a foreign operation is recognized initialy in other comprehensive income and
reclassified from equity to profit or loss on disposal of the net investment.

When again or loss on anon-monetary item isrecognized in other comprehensiveincome, any exchange
component of that gain or loss is recognized in other comprehensive income. When again or loss on a
non-monetary item is recognized in profit or loss, any exchange component of that gain or loss is
recognized in profit or 10ss.

(5) Trandlation of financial statementsin foreign currency

The assets and liabilities of foreign operations are translated into NT$ at the closing rate of exchange
prevailing at the reporting date and their income and expenses are trandated at an average rate for the
period. The exchange differences arising on the trandation are recognized in other comprehensive
income. On the disposal of a foreign operation, the cumulative amount of the exchange differences
relating to that foreign operation, recognized in other comprehensive income and accumulated in the
separate component of equity, is reclassified from equity to profit or loss when the gain or loss on
disposal is recognized. The following partial disposals are accounted for as disposals:



(a) when the partial disposal involvestheloss of control of asubsidiary that includesaforeign operation;
and

(b) when the retained interest after the partial disposal of an interest in ajoint arrangement or a partial
disposal of aninterest in an associatethat includesaforeign operationisafinancia asset that includes
aforeign operation.

On the partial disposal of a subsidiary that includes a foreign operation that does not result in aloss of
control, the proportionate share of the cumulative amount of the exchange differences recognized in
other comprehensiveincome is re-attributed to the non-controlling interestsin that foreign operation. In
partial disposal of an associate or joint arrangement that includes aforeign operation that does not result
in aloss of significant influence or joint control, only the proportionate share of the cumulative amount
of the exchange differences recognized in other comprehensive income isreclassified to profit or loss.

Any goodwill and any fair value adjustments to the carrying amounts of assets and liabilities arising on
the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation and
expressed inits functional currency.

(6) Current and non-current distinction

An asset is classified as current when:

(a) The Group expectsto realize the asset, or intendsto sell or consumeit, in itsnormal operating cycle.

(b) The Group holds the asset primarily for the purpose of trading.

(c) The Group expects to realize the asset within twelve months after the reporting period.

(d) The asset is cash or cash equivalent unless the asset is restricted from being exchanged or used to
settle aliability for at least twelve months after the reporting period.

All other assets are classified as non-current.

A liability is classified as current when:

(a) The Group expects to settle the liability in its normal operating cycle.

(b) The Group holds the liability primarily for the purpose of trading.

(c) Theliability is due to be settled within twelve months after the reporting period.

(d) The Group does not have an unconditional right to defer settlement of the liability for at |east twelve
months after the reporting period. Terms of aliability that could, at the option of the counterparty,
result inits settlement by the issue of equity instruments do not affect its classification.

(7) Cash and cash equivalents

Cash and cash equivalents comprises cash on hand, demand deposits and short-term, highly liquid time
deposits (including ones that have maturity within three months) or investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changesin value.



(8) Financid instruments

Financial assets and financia liabilities are recognized when the Group becomes a party to the
contractua provisions of the instrument.

Financial assets and financial liabilities within the scope of IFRS 9 Financial |nstruments are recognized
initially at fair value plus or minus, in the case of investments not at fair value through profit or loss,
directly attributable transaction costs.
A. Financial instruments. Recognition and M easurement

The Group accounts for regular way purchase or sales of financial assets on the trade date.

The Group classified financial assets as subsequently measured at amortized cogt, fair value through

other comprehensive income or fair value through profit or loss considering both factors below:

(a) the Group’s business model for managing the financia assets and
(b) the contractual cash flow characteristics of the financial asset.

Financial assets measured at amortized cost

A financia asset is measured at amortized cost if both of the following conditions are met and
presented as note receivables, trade receivables financial assets measured at amortized cost and other
receivables etc., on balance sheet as at the reporting date:

(a) the financial asset is held within a business model whose objective is to hold financial assetsin
order to collect contractual cash flows and

(b) the contractual terms of the financial asset give rise on specified datesto cash flowsthat are solely
payments of principa and interest on the principal amount outstanding.

Such financial assets are subsequently measured at amortized cost (the amount at which thefinancial
asset ismeasured at initial recognition minus the principal repayments, plus or minusthe cumulative
amortization using the effective interest method of any difference between theinitial amount and the
maturity amount and adjusted for any loss allowance) and is not part of a hedging relationship. A
gain or loss is recognized in profit or loss when the financial asset is derecognized, through the
amortization process or in order to recognize the impairment gains or |osses.

Interest revenue is calculated by using the effective interest method. This is calculated by applying
the effective interest rate to the gross carrying amount of afinancial asset except for:

(&) purchased or originated credit-impaired financial assets. For those financia assets, the Group
applies the credit-adjusted effective interest rate to the amortized cost of the financial asset from
initial recognition.



(b) financial assets that are not purchased or originated credit-impaired financial assets but
subsequently have become credit-impaired financial assets. For those financia assets, the Group
applies the effective interest rate to the amortized cost of the financial asset in subsequent
reporting periods.

Financial asset measured at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income if both of the
following conditions are met:

(a) thefinancial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets and

(b) the contractual terms of the financial asset give rise on specified datesto cash flowsthat are soldly
payments of principa and interest on the principal amount outstanding.

Recognition of gain or loss on afinancial asset measured at fair value through other comprehensive
income are described as below:

(Q)A gain or loss on a financia asset measured at fair value through other comprehensive income
recognized in other comprehensive income, except for impairment gains or losses and foreign
exchange gains and losses, until the financial asset is derecognized or reclassified.

(b)When the financial asset is derecognized the cumulative gain or loss previously recognized in
other comprehensive income is reclassified from equity to profit or loss as a reclassification
adjustment.

(c)Interest revenueiscalculated by using the effective interest method. Thisis calcul ated by applying
the effective interest rate to the gross carrying amount of afinancial asset except for:

i. Purchased or originated credit-impaired financial assets. For those financial assets, the Group
appliesthe credit-adjusted effective interest rate to the amortized cost of the financial asset from
initial recognition.

ii. Financial assets that are not purchased or originated credit-impaired financial assets but
subsequently have become credit-impaired financial assets. For those financia assets, the
Group appliesthe effectiveinterest rate to the amortized cost of thefinancial asset in subsequent
reporting periods.

Besides, at initia recognition, the Company makes an irrevocable eection to present in other
comprehensive income subsequent changesin thefair value of an investment in an equity instrument
within the scope of IFRS 9 that is neither held for trading nor contingent consideration recognized
by an acquirer in a business combination to which IFRS 3 applies. Amounts presented in other
comprehensive income are not subsequently transferred to profit or loss (when disposal of such
equity instrument, its cumulated amount included in other components of equity is transferred
directly to the retained earnings) and should be recorded as financial assets measured at fair value
through other comprehensive income on balance sheet. Dividends on such investment are recognized
in profit or loss unless the dividends clearly represents arecovery of part of the cost of investment.



Financial asset measured at fair value through profit or loss

Financial assets were measured at amortized cost or measured at fair vaue through other
comprehensive income only if they met particular conditions. All other financial assets were
measured at fair value through profit or loss and presented on the balance sheet as financial assets
measured at fair value through profit or loss and trade receivables.

Financial assets at fair value through profit or loss are measured at fair value with changes in fair
value recognized in profit or loss. Dividends or interests on financial assets at fair value through
profit or loss are recognized in profit or loss (including those received during the period of initial
investment).

Impairment of financial assets

The Group recognizes a loss allowance for expected credit losses on debt instrument investments
measured at fair value through other comprehensive income and financial asset measured at
amortized cost. The loss allowance on debt instrument investments measured at fair value through
other comprehensive income is recognized in other comprehensive income and not reduce the
carrying amount in the statement of financial position.

The Group measures expected credit losses of afinancial instrument in away that reflects:

(a) an unbiased and probability-wei ghted amount that is determined by evaluating arange of possible
outcomes,

(b) the time value of money; and

(c) reasonable and supportable information that is available without undue cost or effort at the
reporting date about past events, current conditions and forecasts of future economic conditions.

The loss allowance is measures as follow:

() At an amount equal to 12-month expected credit |osses: the credit risk on afinancial asset has not
increased significantly since initial recognition or the financial asset is determined to have low
credit risk at the reporting date. In addition, the Group measures the | oss allowance at an amount
equal to lifetime expected credit losses in the previous reporting period, but determines at the
current reporting date that the credit risk on a financial asset has increased significantly since
initial recognition is no longer met.

(b) At an amount equal to the lifetime expected credit losses: the credit risk on a financia asset has
increased significantly since initia recognition or financial asset that is purchased or originated
credit-impaired financial asset.

(c) For trade receivables or contract assets arising from transactions within the scope of IFRS 15, the
Group measures the loss allowance at an amount equal to lifetime expected credit |osses.

(d) For lease receivables arising from transactions within the scope of IFRS 16, the Group measures
the loss allowance at an amount equal to lifetime expected credit |osses.



At each reporting date, the Group needs to assess whether the credit risk on a financial asset has
increased significantly since initial recognition by comparing the risk of a default occurring at the
reporting date and the risk of default occurring at initial recognition. Please refer to Note 12 for
further details on credit risk.

. Derecognition of financial assets

A financial asset is derecognized when:

(a) Therightsto receive cash flows from the asset have expired.

(b) The Group has transferred the asset and substantially all the risks and rewards of the asset have
been transferred.

(c) The Group hasneither transferred nor retained substantially all therisksand rewards of the asset,
but has transferred control of the asset.

On derecognition of afinancial asset in its entirety, the difference between the carrying amount and

the consideration received or receivable including any cumulative gain or loss that had been

recognized in other comprehensive income, is recognized in profit or loss.

. Financid liabilities and equity

Classification between liabilities or equity

The Group classifies the instrument issued as a financial liability or an equity instrument in
accordance with the substance of the contractual arrangement and the definitions of a financial
liability, and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences aresidual interest in the assets of an entity after
deducting al of its liabilities. The transaction costs of an equity transaction are accounted for as a
deduction from equity (net of any related income tax benefit) to the extent they are incremental
costs directly attributable to the equity transaction that otherwise would have been avoided.

Financia liabilities

Financial liabilities within the scope of IFRS 9 Financia Instruments are classified as financia
liabilities at fair value through profit or loss or financial liabilities measured at amortized cost upon
initial recognition.



Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financia liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss. A
financial liability is classified as held for trading if:

(a) itisacquired or incurred principaly for the purpose of salling or repurchasing it in the near term;
(b) on initial recognition it is part of a portfolio of identified financia instruments that are managed
together and for which there is evidence of arecent actual pattern of short-term profit-taking; or
(c) it is a derivative (except for a derivative that is afinancial guarantee contract or a designated

and effective hedging instrument).

If acontract contains one or more embedded derivatives, the entire hybrid (combined) contract may
be designated as afinancial liability at fair value through profit or loss; or afinancial liability may
be designated as at fair value through profit or loss when doing so results in more relevant
information, because either:

() it eliminates or significantly reduces a measurement or recognition inconsistency; or

(b) group of financial assets, financia liabilities or bothis managed and its performanceis eva uated
on afair value basis, in accordance with a documented risk management or investment strategy,
and information about the group is provided internally on that basis to the key management
personndl.

Gains or losses on the subsequent measurement of liabilities at fair value through profit or loss
including interest paid are recognized in profit or |oss.

Financial liabilities at amortized cost

Financia liabilities measured at amortized cost include interest bearing loans and borrowings that
are subsequently measured using the effective interest rate method after initial recognition. Gains
and losses are recognized in profit or loss when the liabilities are derecognized as well as through
the effective interest rate method amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and
fees or transaction costs.

Derecognition of financial liabilities

A financia liability is derecognized when the obligation under the liability is discharged or
cancelled or expires.



When an existing financia liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified (whether or not
attributable to the financial difficulty of the debtor), such an exchange or modification istreated as
aderecognition of the original liability and the recognition of a new liability, and the difference in
the respective carrying amounts and the consideration paid, including any non-cash assets
transferred or liabilities assumed, isrecognized in profit or l0ss.

E. Offsetting of financial instruments
Financia assets and financial liabilities are offset and the net amount reported in the balance sheet
if, and only if, thereis a currently enforceable legal right to offset the recognized amounts and there
isan intention to settle on anet basis, or to realize the assets and settle the liabilities simultaneoudly.
(9) Fair value measurement
Fair value is the price that would be received to sell an asset or paid to transfer aliability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based

on the presumption that the transaction to sell the asset or transfer the liability takes place either:

(@) In the principal market for the asset or liability, or
(b) In the absence of a principa market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Group.

Thefair value of an asset or aliability is measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participantsin their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefitsby using the asset inits highest and best use or by sdlling it to another market
participant that would use the asset in its highest and best use.
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximizing the use of relevant observable inputs and
minimizing the use of unobservable inputs.

(20) Inventories
Inventories are valued at the lower of cost and net realizable value item by item.

Cost incurred in bringing each product to its present location and condition are accounted for asfollows:

Raw materials — Purchase cost on an average basis.



Finished goods and work in progress — Cost of direct materias and labor and a proportion of
manufacturing overheads based on normal operating capacity but excluding borrowing costs, on a
average basis.

Net realizable value is the estimated selling priceinthe ordinary course of business, less estimated costs
of completion and the estimated costs necessary to make the sale.

Rendering of servicesis accounted in accordance with IFRS 15 and not within the scope of inventories.

(11) Non-current assets held for sale and discontinued operations

Non-current assets and disposal groups are classified as held for sale if their carrying amounts will be
recovered through a sale transaction that is highly probable within one year from the date of
classification and the asset or disposal group is available for immediate sale in its present condition.
Non-current assets and disposal groups classified as held for sale are measured at the lower of their
carrying amount and fair value less coststo sell.

In the consolidated statement of comprehensive income of the reporting period, and of the comparable
period of the previous year, income and expenses from discontinued operations are reported separately
from income and expenses from continuing operations, down to thelevel of profit after taxes, even when
the Group retains a non-controlling interest in the subsidiary after the sale. The resulting profit or loss
(after taxes) is reported separately in the statement of comprehensive income.

Property, plant and equipment and intangible assets once classified as held for sale are not depreciated
or amortized.

(12) Investment accounted for using the equity method

The Group’s investment in its assaciate is accounted for using the equity method other than those that
meet the criteriato be classified as held for sale. An associate is an entity over which the Group has
significant influence. A joint venture is atype of joint arrangement whereby the parties that have joint
control of the arrangement have rights to the net assets of the joint venture.

Under the equity method, the investment in the associate or an investment in ajoint ventureis carried in the
bal ance sheet at cost and adjusted thereafter for the post-acquisition changein the Group’s share of net assets
of theassociate or joint venture. After theinterest inthe associate or joint ventureisreduced to zero, additiona
losses are provided for, and aliability is recognized, only to the extent that the Group hasincurred legal or
constructive obligations or made payments on behalf of the associate or joint venture. Unrealized gainsand
losses resulting from transactions between the Group and the associate or joint venture are eliminated to the
extent of the Group’srelated interest in the assaciate or joint venture.



When changes in the net assets of an associate or ajoint venture occur and not those that are recognized
in profit or loss or other comprehensive income and do not affects the Group’s percentage of ownership
interests in the associate or joint venture, the Group recognizes such changes in equity based on its
percentage of ownership interests. The resulting capital surplus recognized will be reclassified to profit
or loss at the time of disposing the associate or joint venture on a prorata basis.

When the associate or joint venture issues new stock, and the Group’s interest in an associate or ajoint
ventureis reduced or increased as the Group failsto acquire shares newly issued in the associate or joint
venture proportionately to its original ownership interest, the increase or decrease in the interest in the
associate or joint ventureisrecognized in Additional Paid in Capital and Investment accounted for using
the equity method. When the interest in the associate or joint ventureisreduced, the cumulative amounts
previoudly recognized in other comprehensive income are reclassified to profit or loss or other
appropriate items. The aforementioned capital surplus recognized is reclassified to profit or loss on a
pro rata basis when the Group disposes the associate or joint venture.

Thefinancial statements of the associate or joint venture are prepared for the same reporting period as
the Group. Where necessary, adjustments are made to bring the accounting policiesin line with those of
the Group.

The Group determines at each reporting date whether there is any objective evidence that theinvestment
in the associate or an investment in ajoint venture is impaired in accordance with IAS 28 Investments
in Associates and Joint Ventures. If thisis the case the Group calculates the amount of impairment as
the difference between the recoverable amount of the associate or joint venture and its carrying value
and recognizes the amount in the ‘share of profit or loss of an associate’ in the statement of
comprehensive income in accordance with IAS 36 Impairment of Assets. In determining the value in
use of the investment, the Group estimates:

(a) Its share of the present value of the estimated future cash flows expected to be generated by the
associate or joint venture, including the cash flows from the operations of the associate and the
proceeds on the ultimate disposal of the investment; or

(b) The present value of the estimated future cash flows expected to arise from dividends to be received
from the investment and from its ultimate disposal.

Because goodwill that forms part of the carrying amount of an investment in an associate or an

investment in ajoint venture is not separately recognized, it is not tested for impairment separately by
applying the requirements for impairment testing goodwill in IAS 36 Impairment of Assets.



Upon loss of significant influence over the associate or joint venture, the Group measures and recognizes
any retaining investment at its fair value. Any difference between the carrying amount of the associate
or joint venture upon loss of significant influence and the fair value of the retaining investment and
proceeds from disposal is recognized in profit or loss. Furthermore, if an investment in an associate
becomes an investment in ajoint venture or an investment in ajoint venture becomes an investment in

an associate, the entity continuesto apply the equity method and does not remeasuretheretained interest.

(13) Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. Such cost includesthe cost of dismantling and removing theitem and restoring
the site on which it islocated and borrowing costs for construction in progress if the recognition criteria
are met. Each part of anitem of property, plant and equipment with a cost that is significant in relation
to the total cost of the item is depreciated separately. When significant parts of property, plant and
equipment are required to be replaced in intervals, the Group recognized such parts as individual assets
with specific useful lives and depreciation, respectively. The carrying amount of those parts that are
replaced is derecognized in accordance with the derecognition provisions of IAS 16 Property, plant and
equipment. When a major inspection is performed, its cost is recognized in the carrying amount of the
plant and equipment as a replacement if the recognition criteria are satisfied.

All other repair and maintenance costs are recognized in profit or loss asincurred.

Depreciation is cdculated on a straight-line basis over the estimated economic lives of the following assets:

Buildings 10~51 years
Machinery and equipment 3~12years
Transportation eguipment 5years
Office equipment Syears

L easehold improvements 5~15 years
Other equipment 5vyears

An item of property, plant and equipment and any significant part initialy recognized is derecognized
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or

loss arising on derecognition of the asset is recognized in profit or loss.

The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial year

end and adjusted prospectively, if appropriate.



(14) Investment property

The Group’s owned investment properties are measured initialy at cost, including transaction costs.
The carrying amount includes the cost of replacing part of an existing investment property at the time
that cost isincurred if the recognition criteria are met and excludes the costs of day-to-day servicing of
an investment property. Subsequent to initial recognition, other than those that meet the criteria to be
classified as held for sale (or are included in a disposal Group that is classified as held for sal€) in
accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations, investment
properties are measured using the cost modd in accordance with the requirements of 1AS 16 Property,
plant and equipment for that model. If investment properties are held by a lessee as right-of-use assets
and is not held for sale in accordance with IFRS 5, investment properties are measured in accordance
with the requirements of IFRS 16.

Investment properties are derecognized when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its
disposal. The difference between the net disposal proceeds and the carrying amount of the asset is
recognized in profit or lossin the period of derecognition.

The Group transfers to or from investment properties when there is a change in use for these assets.

Properties are transferred to or from investment properties when the properties meet, or cease to mest,
the definition of investment property and there is evidence of the changein use.

(15) Leases

The Group assesses whether the contract is, or contains, alease. A contract is, or contains, aleaseif the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. To assess whether a contract conveys the right to control the use of an identified asset for
aperiod of time, the Group assesses whether, throughout the period of use, has both of the following:

(a) theright to obtain substantially all of the economic benefits from use of the identified asset; and
(b) theright to direct the use of the identified asset.

For a contract that is, or contains, a lease, the Group accounts for each lease component within the
contract as alease separately from non-lease components of the contract. For a contract that contains a
lease component and one or more additional lease or non-lease components, the Group allocates the
consideration in the contract to each lease component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price of the non-lease components. The reative
stand-alone price of lease and non-lease components shall be determined on the basis of the price the
lessor, or a similar supplier, would charge the Group for that component, or a similar component,
separately. If an observable stand-alone price is not readily available, the Group estimates the stand-
aone price, maximising the use of observable information.



Group as alessee

Except for leases that meet and elect short-term leases or leases of low-value assets, the Group
recogni zes right-of -use asset and lease liability for all leases which the Group isthe lessee of those lease
contracts.

At the commencement date, the Group measures the lease liability at the present value of the lease
paymentsthat are not paid at that date. The lease payments are discounted using the interest rate implicit
in the lease, if that rate can be readily determined. If that rate cannot be readily determined, the Group
uses its incrementa borrowing rate. At the commencement date, the lease payments included in the
measurement of the lease liability comprise the following payments for the right to use the underlying
asset during the lease term that are not paid at the commencement date:

(@) fixed payments (including in-substance fixed payments), less any lease incentives receivable;

(b) variable lease payments that depend on an index or arate, initially measured using the index or rate
as at the commencement date;

(c) amounts expected to be payable by the lessee under residual value guarantees;

(d) the exercise price of apurchase option if the Group isreasonably certain to exercise that option; and

(e) payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an
option to terminate the lease.

After the commencement date, the Group measures the |ease liability on an amortised cost basis, which
increases the carrying amount to reflect interest on the lease liability by using an effective interest
method; and reduces the carrying amount to reflect the lease payments made.

At the commencement date, the Group measures the right-of-use asset at cost. The cost of the right-of-
use asset comprises:

(@) the amount of the initial measurement of the lease liability;

(b) any lease payments made at or before the commencement date, less any |ease incentives received;

(c) any initia direct costs incurred by the lessee; and

(d) an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset,
restoring the site on which it is located or restoring the underlying asset to the condition required
by the terms and conditions of the lease.

For subsequent measurement of the right-of-use asset, the Group measures the right-of -use asset at cost

less any accumulated depreciation and any accumul ated impairment losses. That is, the Group measures
the right-of-use applying a cost model.



If the lease transfers ownership of the underlying asset to the Group by the end of the lease term or if
the cost of the right-of-use asset reflects that the Group will exercise a purchase option, the Group
depreciates the right-of-use asset from the commencement date to the end of the useful life of the
underlying asset. Otherwise, the Group depreci ates the right-of-use asset from the commencement date
to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term.

The Group applies IAS 36 “Impairment of Assets” to determine whether the right-of-use asset is
impaired and to account for any impairment loss identified.

Except for those leases that the Group accounted for as short-term leases or |eases of low-value assets,
the Group presents right-of-use assets and lease liabilities in the balance sheet and separately presents
lease-related interest expense and depreciation charge in the statements of comprehensive income.

For short-term leases or leases of low-value assets, the Group elects to recognize the lease payments
associated with those leases as an expense on either a straight-line basis over the lease term or another
systematic basis.

For the rent concession arising as a direct consequence of the covid-19 pandemic, the Group elected not
to assess whether it is alease modification but accounted it as a variable |ease payment. The Group have

applied the practical expedient to all rent concessions that meet the conditions for it.

Group as alessor

At inception of acontract, the Group classifies each of itsleases as either an operating lease or afinance
lease. A lease is classified as a finance lease if it transfers substantially all the risks and rewards
incidental to ownership of an underlying asset. A lease is classified as an operating lease if it does not
transfer substantially all the risks and rewards incidental to ownership of an underlying asset. At the
commencement date, the Group recognizes assets held under a finance lease in its balance sheet and
present them as a receivable at an amount equal to the net investment in the lease.

For a contract that contains lease components and non-lease components, the Group alocates the
consideration in the contract applying IFRS 15.

The Group recognizes lease payments from operating leases as rental income on either a straight-line

basis or another systematic basis. Variable |ease payments for operating |eases that do not depend on an
index or arate are recognized as rental income when incurred.



(16) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in abusiness combination isitsfair value as at the date of acquisition. Following initia
recognition, intangible assets are carried at cost less any accumulated amortization and accumulated
impairment losses, if any. Internally generated intangible assets, excluding capitalized devel opment
costs, are not capitalized and expenditure is reflected in profit or loss for the year in which the
expenditureisincurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life and assessed for
impairment whenever thereis an indication that the intangible asset may beimpaired. The amortization
period and the amortization method for an intangible asset with afinite useful life are reviewed at least
at the end of each financial year. Changes in the expected useful life or the expected pattern of
consumption of future economic benefits embodied in the asset is accounted for by changing the
amortization period or method, as appropriate, and are treated as changes in accounting estimates.

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually,
either individually or at the cash-generating unit level. The assessment of indefinite life is reviewed
annualy to determine whether the indefinite life continuesto be supportable. If not, the changein useful
life from indefinite to finite is made on a prospective basis.

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

the asset is derecogni zed.

Research and development costs

Research costs are expensed as incurred. Development expenditures on an individual project are
recognized as an intangible asset when the Group can demonstrate;

(a) The technical feasibility of completing the intangible asset so that it will be available for use or sale
(b) Itsintention to complete and its ability to use or sell the asset

(c) How the asset will generate future economic benefits

(d) The availahility of resources to complete the asset

(e) The ability to measure reliably the expenditure during devel opment.

Following initia recognition of the development expenditure as an asset, the cost modd is applied
requiring the asset to be carried at cost |ess any accumul ated amortisation and accumulated impairment
losses. Amortisation of the asset begins when development is complete and the asset is avail able for use.
It isamortised over the period of expected future benefit.



A summary of the policies applied to the Group’s intangible assets is as follows:

Cost of computer software

Useful lives 1~3years
Amortization method used Amortized on a straight-line basis
Internally generated or acquired Acquired

(17) Impairment of non-financial assets

The Group assesses at the end of each reporting period whether there is any indication that an asset in
the scope of |AS 36 Impairment of Assets may beimpaired. If any such indication exists, or when annual
impairment testing for an asset is required, the Group estimates the asset’s recoverable amount. An
asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (“CGU”) fair value less
costs to sell and its value in use and is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets. Where
the carrying amount of an asset or CGU exceedsits recoverable amount, the asset is considered impaired
and is written down to its recoverable amount.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognized impairment losses may no longer exist or may have decreased. If
such indication exists, the Group estimates the asset’s or cash-generating unit’s recoverable amount. A
previoudly recognized impairment loss is reversed only if there has been an increase in the estimated
service potential of an asset which in turn increases the recoverable amount. However, the reversal is
limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognized for the asset in prior years.

Animpairment loss of continuing operations or areversal of suchimpairment lossisrecognized in profit
or loss.

(18) Revenue recognition

The Group’s revenue arising from contracts with customers are primarily related to sale of goods and
rendering of services. The accounting policies are explained as follow:

Sale of goods

The Group manufactures and sells machinery. Sales are recognized when control of the goods is
transferred to the customer and the goods are delivered to the customers. The main products of the Group
are integrated circuits, semiconductor devices and computer motherboards, etc and revenue is
recogni zed based on the consideration stated in the contract. For certain sales of goods transactions, they
are usually accompanied by volume discounts (based on the accumulated total sales amount for a
specified period). Therefore, revenue from these sales is recognized based on the price specified in the
contract, net of the estimated volume discounts.



Products manufactured according to customer's agreed specifications if the customer controls the
product at the time of creation or enhancement of the product, the Group will gradually recognize
revenue over time.

The Group provides its customer with a warranty with the purchase of the products. The warranty
provides assurance that the product will operate as expected by the customers. And the warranty is
accounted in accordance with IAS 37.

The credit period of the Group 's sale of goodsisfrom 30 to 150 days. For most of the contracts, when
the Group transfers the goods to customers and has a right to an amount of consideration that is
unconditional, these contracts are recognized as trade receivables. The Group usualy collects the
payments shortly after transfer of goods to customers; therefore, there is no significant financing
component to the contract. For some of the contracts, the Group has transferred the goods to customers
but does not has a right to an amount of consideration that is unconditional, these contacts should be
presented as contract assets. Besides, in accordance with IFRS 9, the Group measuresthe loss allowance
for a contract asset at an amount equal to the lifetime expected credit losses. However, for some
contracts, part of the consideration was received from customers upon signing the contract, then the
Group has the abligation to transfer the goods to customers subsequently; accordingly, these amounts
are recognized as contract liabilities.

Rendering of services

Revenue is recognized when the Group finishes the processing services.

(19) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as
part of the cost of the respective assets. All other borrowing costs are expensed in the period they occur.
Borrowing costs consist of interest and other costs that an entity incursin connection with the borrowing
of funds.

(20) Post-employment benefits

All regular employees of the Company and its domestic subsidiaries are entitled to a pension plan that
is managed by an independently administered pension fund committee. Fund assets are deposited under
the committee’s name in the specific bank account and hence, not associated with the Company and its
domestic subsidiaries. Therefore fund assets are not included in the Group’s consolidated financia
statements. Pension benefits for employees of the overseas subsidiaries and the branches are provided
in accordance with the respective local regulations.



For the defined contribution plan, the Company and its domestic subsidiaries will make a monthly
contribution of no lessthan 6% of the monthly wages of the employees subject to the plan. The Company
recogni zes expenses for the defined contribution plan in the period in which the contribution becomes
due. Overseas subsidiaries and branches make contribution to the plan based on the requirements of
local regulations.

Post-employment benefit plan that is classified as a defined benefit plan uses the Projected Unit Credit
Method to measure its obligations and costs based on actuarial assumptions. Re-measurements,
comprising of the effect of the actuarial gains and losses, the effect of the asset ceiling (excluding net
interest) and the return on plan assets, excluding net interest, are recognized as other comprehensive
income with a corresponding debit or credit to retained earnings in the period in which they occur. Past
service costs are recognized in profit or loss on the earlier of:

(@) the date of the plan amendment or curtailment, and
(b) the date that the Group recognizes restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined benefit liability or asset, both
as determined at the start of the annual reporting period, taking account of any changesin the net defined
benefit liability (asset) during the period as aresult of contribution and benefit payment.

(21) Share-Based Payment Transactions

The cost of equity-settled transactions between the Group and its subsidiariesis recogni zed based on the
fair value of the equity instruments granted. The fair value of the equity instruments is determined by
using an appropriate pricing model.

The cost of equity-settled transactions is recognized, together with a corresponding increase in other
capital reserves in equity, over the period in which the performance and/or service conditions are
fulfilled. The cumulative expense recognized for equity-settled transactions at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and the Group’s best estimate
of the number of equity instruments that will ultimately vest. The income statement expense or credit
for a period represents the movement in cumul ative expense recognized as at the beginning and end of
that period.

No expense is recognized for awards that do not ultimately vest, except for equity-settled transactions
where vesting is conditional upon a market or non-vesting condition, which are treated as vesting
irrespective of whether or not the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.



Where the terms of an equity-settled transaction award are modified, the minimum expense recognized
is the expense as if the terms had not been modified, if the original terms of the award are met. An
additional expense is recognized for any modification that increases the total fair value of the share-
based payment transaction, or is otherwise beneficia to the employee as measured at the date of
modification.

Where an equity-settled award is cancelled, it is treated as if it vested on the date of cancellation, and
any expense not yet recognized for theaward isrecognized immediately. Thisincludesany award where
non-vesting conditions within the control of either the entity or the employee are not met. However, if
anew award is substituted for the cancelled award, and designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as if they were a modification of the original
award, as described in the previous paragraph.

The dilutive effect of outstanding optionsis reflected as additional share dilution in the computation of
diluted earnings per share.

The cost of restricted stocks issued is recognized as salary expense based on the fair value of the equity
instruments on the grant date, together with a corresponding increase in other capital reservesin equity,
over the vesting period. The Group recognized unearned employee salary which isatransitional contra
equity account; the balance in the account will be recognized as salary expense over the passage of
vesting period.

(22) Income taxes

Income tax expense (income) is the aggregate amount included in the determination of profit or loss for
the period in respect of current tax and deferred tax.

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities, using the tax rates and tax laws that
have been enacted or substantively enacted by the end of the reporting period. Current income tax
relating to items recognized in other comprehensive income or directly in equity is recognized in other
comprehensive income or equity and not in profit or loss.

The income tax for undistributed earnings is recognized as income tax expense in the subsequent year
when the distribution proposal is approved by the Shareholders’ meeting.

Deferred tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes.



Deferred tax liabilities are recognized for al taxable temporary differences, except:

() Wherethedeferred tax liability arisesfromtheinitial recognition of goodwill or of an asset or liability
in atransaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss

(b) In respect of taxable temporary differences associated with investments in subsidiaries, associates
and interestsin joint arrangements, where the timing of the reversal of the temporary differences can
be controlled and it is probable that the temporary differences will not reverse in the foreseeable
future.

Deferred tax assets are recognized for al deductible temporary differences, carry forward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax
losses can be utilized, except:

(a) Where the deferred tax asset relating to the deductible temporary difference arises from the initia
recognition of an asset or liability in atransaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss.

(b) In respect of deductibletemporary differences associated with investments in subsidiaries, associates
and interests in joint arrangements, deferred tax assets are recognized only to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and taxable profit will
be available against which the temporary differences can be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
whenthe assetisrealized or theliability is settled, based on tax rates and tax laws that have been enacted
or substantively enacted at the reporting date. The measurement of deferred tax assets and deferred tax
liabilities reflects the tax consequences that would follow from the manner in which the Group expects,
at the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss.
Deferred tax items are recognized in correlation to the underlying transaction either in other
comprehensive income or directly in equity. Deferred tax assets are reassessed at each reporting date
and are recognized accordingly.

Deferred tax assets and deferred tax liabilities are offset, if alegally enforceable right exists to set off

current income tax assets against current income tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.



(23) Business combinations and goodwiil|

Business combinations are accounted for using the acquisition method. The consideration transferred,
the identifiable assets acquired and liabilities assumed are measured at acquisition date fair value. For
each business combination, the acquirer measures any non-controlling interest in the acquiree either at
fair value or at the non-controlling interest’s proportionate share of the acquiree’sidentifiable net assets.
Acquisition-related costs are accounted for as expenses in the periods in which the costs are incurred
and are classified under administrative expenses.

When the Group acquires a business, it assesses the assets and liabilities assumed for appropriate
classification and designation in accordance with the contractua terms, economic circumstances and
pertinent conditions as at the acquisition date. This includes the separation of embedded derivativesin
host contracts by the acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s
previoudy held equity interest in the acquiree is remeasured to fair value at the acquisition date through
profit or loss.

Any contingent consideration to be transferred by the acquirer will be recognized at the acquisition-date
fair value. Subsequent changesto the fair value of the contingent consideration which is deemed to be
an asset or liability, will be recognized in accordance with IAS 39 Financial Instruments. Recognition
and Measurement either in profit or loss or as a change to other comprehensive income. However, if
the contingent consideration is classified as equity, it should not be remeasured until it is finaly settled
within equity.

Goodwill is initially measured as the amount of the excess of the aggregate of the consideration
transferred and the non-controlling interest over the net fair value of the identifiable assets acquired and
the liabilities assumed. If this aggregate is lower than the fair value of the net assets acquired, the
difference isrecognized in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash-generating unitsthat are expected to benefit from the combination, irrespective of whether
other assets or liabilities of the acquiree are assigned to those units. Each unit or group of unitsto which
the goodwill is so alocated represents the lowest level within the Group at which the goodwill is
monitored for internal management purpose and is not larger than an operating segment before
aggregation.

Where goodwill forms part of acash-generating unit and part of the operation within that unit is disposed
of, the goodwill associated with the operation disposed of is included in the carrying amount of the
operation. Goodwill disposed of in this circumstance is measured based on the relative recoverable
amounts of the operation disposed of and the portion of the cash-generating unit retained.
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5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTMATES AND ASSUMPTIONS

The preparation of the Group’s consolidated financial statements require management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
the disclosure of contingent liabilities, at the end of the reporting period. However, uncertainty about these
assumption and estimate could result in outcomes that require amaterial adjustment to the carrying amount
of the asset or liability affected in future periods.

Judgement

In the process of applying the Group’s accounting policies, management has made the following judgements,
which have the most significant effect on the amounts recognized in the consolidated financial statements:

Revenue recognition

The Group based on trading patterns and whether the economic substance were expose to the sale of goods
or servicesrelated to the significant risks and rewards, to determine whether the Group should be classified
as the principal of the transaction or agent. When expose to the sale of goods or services related to the
significant risks and rewards, the principal of the transaction should recognize the total receivables or
received economic benefit as revenue; if determine as the agent, recognize the net transaction as revenue.

The Group provides eectronic manufacturing services and integrated circuit packaging and testing
manufacturing services, determined as to conform to the following indicators; it is recognized as total
revenue collected:

() hasthe primary responsibility to the provision of goods or services provided
(b) assumed inventory risk

(c) assumed customer’s credit risk

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a materia adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

(1) Fair value of financial instruments

Where the fair value of financia assets and financia liabilities recorded in the balance sheet cannot be
derived from active markets, they are determined using val uation techniques including income approach
(for example the discounted cash flows model) or market approach. Changesin assumptions about these
factors could affect the reported fair value of the financia instruments. Please refer to Note 12 for more
details.



(2) Pension benefits

The cost of post-employment benefit and the present value of the pension obligation under defined
benefit pension plans are determined using actuarial valuations. An actuarial va uation involves making
various assumptions. These include the determination of the discount rate and changes of the future
salary etc. Please refer to Note 6 more details.

(3) Income tax

Uncertainties exist with respect to the interpretation of complex tax regulations and the amount and
timing of future taxable income. Given the wide range of internationa business relationships and the
long-term nature and complexity of existing contractual agreements, differences arising between the
actual results and the assumptions made, or future changes to such assumptions, could necessitate future
adjustments to tax income and expense aready recorded. The Group establishes provisions, based on
reasonabl e estimates, for possible consequences of audits by the tax authorities of the respective counties
in which it operates. The amount of such provisionsis based on various factors, such as experience of
previous tax audits and differing interpretations of tax regulations by the taxable entity and the
responsible tax authority. Such differences of interpretation may arise on a wide variety of issues
depending on the conditions prevailing in the respective Group company's domicile.

Deferred tax assets are recognized for all carryforward of unused tax |osses and unused tax credits and
deductible temporary differences to the extent that it is probable that taxable profit will be available or
there are sufficient taxable temporary differences against which the unused tax losses, unused tax credits
or deductible temporary differences can be utilized. The amount of deferred tax assets determined to be
recognized is based upon the likely timing and the level of future taxable profits and taxable temporary
differences together with future tax planning strategies.

(4) Accounts receivables—estimation of impairment |oss

The Group estimates theimpai rment l0ss of accountsreceivables at an amount equal to lifetime expected
credit losses. The credit loss is the present value of the difference between the contractual cash flows
that are due under the contract (carrying amount) and the cash flows that expects to receive (evauate
forward looking information). However, as the impact from the discounting of short-term receivablesis
not material, the credit loss is measured by the undiscounted cash flows. Where the actual future cash
flows are lower than expected, a material impairment loss may arise. Please refer to Note 6 for more
details

(5) Inventories
Estimates of net realisable value of inventoriestakeinto consideration that inventories may be damaged,
become wholly or partially obsolete, or their selling prices have declined. The estimates are based on

the most reliable evidence available at the time the estimates are made. Please refer to Note 6 for more
details.



6. CONTENTS OF SIGNIFICANT ACCOUNTS

(1) CASH AND CASH EQUIVALENTS

Dec. 31, 2020 Dec. 31, 2019
Cash on hand $363 $207
Demand deposits 1,512,970 1,701,205
Time deposits 332,467 —
Total $1,845,800 $1,701,412

(2) EINANCIAL ASSETS MEASURED AT AMORTIZED COST

Dec. 31, 2020 Dec. 31, 2019
Restricted deposits $131,045 —
Less: loss alowance (—) (=)
Tota $131,045 —
Current $131,045 —
Non-current — —
Tota $131,045 —

The restricted deposit as of December 31, 2020 is repatriated and used soldly for the purpose approved
in accordance with the Management, Utilization, and Taxation of Repatriated Offshore Funds Act.

(3) NOTES RECEIVABLES

Dec. 31, 2020 Dec. 31, 2019
Notes receivables $852 $1,770
Less: loss dlowance (=) (=)
Tota $852 $1,770

Notes receivables were not pledged.

The Group follows the requirement of IFRS 9 to assess the impairment. Please refer to Note 6.(22) for

more details on loss allowance and Note 12 for details on credit risk.



(4) ACCOUNTS RECEIVABLES AND ACCOUNTS RECEIVABLES—AFFILIATES

(a) Details are asfollows:

Dec. 31, 2020 Dec. 31, 2019
Accounts receivables $2,203,960 $2,481,591
Less: loss alowance (21,634) (26,267)
Subtotal 2,182,326 2,455,324
Accounts receivables -affiliates 229,921 229,557
Less: loss alowance (—) (—)
Subtotal 229,921 229,557
Total $2,412,247 $2,684,881

(b) Accountsreceivables are generally on 30-150 day terms. Thetotal carrying amount as of December
31, 2020 and 2019 were $2,434,733 thousand and $2,712,918 thousand, respectively. Please refer
to Note 6.(22) for more details on loss alowance of accounts receivables for the years ended
December 31, 2020 and 2019. Please refer to Note 12 for more details on credit risk management.

(5) INVENTORIES, NET

(a) Detadils are asfollows:

Dec. 31, 2020 Dec. 31, 2019

Raw materials $910,085 $921,885
Supplies 71,905 76,261
Work in progress 136,143 230,407
Finished goods 22,519 21,866
Total $1,140,652 $1,250,419
(b)

For the years ended December 31

2020 2019

Cost of inventories sold $13,109,309 $15,635,374
Loss on aredizable val ue and obsol escence of inventories 11,096 54,177
Lossin inventory write-off 33,740 51,651
Inventory loss 411 1,001
Cost of Goods Sold $13,154,556 $15,742,203

(c) As of December 31, 2020 and 2019, inventories were insured for $13,826,335 thousand and
$13,182,384 thousand, respectively.

(d) No inventories were pledged.



(6) FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS -NON CURRENT

Dec. 31, 2020 Dec. 31, 2019
Financia assets designated at fair value through
profit or loss :
Redemption value of preferred stock liabilities $6,486 —

Financial assets at fair value through profit or loss were not pledged.

(7) EINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME-NON
CURRENT

Dec. 31, 2020 Dec. 31, 2019
Equity instrument investments measured at fair value
through other comprehensive income-Non-current :
Unlisted companies stocks $107,232 $226,860

The Group classified certain of its financial assets as financial assets at fair value through other
comprehensive income. Financial assets at fair value through other comprehensive income were not
pledged.

(8) INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

(a) The group investments accounted for using the equity method are as follows:

Dec. 31, 2020 Dec. 31, 2019

Investee Company Type of stock Amount Ownership Amount Ownership
[nvestments in associates:
OSE PROPERTIES, INC. Common stock — 39.999% — 39.99%
ATPELECTRONICS, TAIWAN INC. Common stock $438,168 18.31% $448,503 18.31%
INFOFAB, INC. Common stock 12,710 13.329% 10,880 13.329%%
SCSHIGHTECH INC. Common stock — 18.17% — 18.17%
Total $450,878 $459,383

(b) Owing to the continue loss of OSE PROPERTIES, INC., the accumulated investment |oss has made
the book value of long-term investment declining to zero, the Company will no longer recognize the
investment loss.

(c) In September 2006, shares of the investee company ATP were exchanged with ATP TAIWAN so
that the Company would hold 15.13% ownership of ATP TAIWAN after the exchange. The Group
had purchased 1,929 thousand shares of treasury stocksin February 2008. So the Group held 18.31%
ownership of ATP TAIWAN.



(d) Part of the shares in long-term equity investments has been pledged to the banks as securities for
bank loans granted to the Group. Please refer to Note 8 for the more details.

(e) For the years ended December 31, 2020 and 2019, the related shares of investment income from the
associateswere $19,960 thousand and $40,536 thousand, respectively. For the years ended December
31, 2020 and 2019, the related shares of other comprehensive income from the associates were
($4,925) thousand and ($1,096) thousand, respectively.

(f) Inyear 2020 and 2019, the Group obtained cash dividend from ATP TAIWAN and InfoFab Co.,Ltd.,
for $21,178 thousand and $0, $35,422 thousand and $1,265 thousand, respectively. They arerecorded
as credit to “Investments accounted for using the equity method”.

(g9) The Group’s investments by using the equity method are not published price quotations, which are
not individually material .The aggregate financia information of the Group’s investments is as

follows :

Dec. 31, 2020 Dec. 31, 2019
Total assets $539,494 $599,688
Total liabilities $155,827 $209,478

For the years ended December 31
2020 2019
Revenue $655,904 $911,179
Profit 19,960 40,536
Other comprehensive income (10ss) (4,925) (1,096)
Tota comprehensive income 15,035 39,440
(9) PROPERTY, PLANT AND EQUIPMENT

Dec. 31, 2020 Dec. 31, 2019
Owner occupied property, plant and equipment $5,143,826 $6,123,791
Praperty, plant and equipment leased out under 141,743 140,455
operating leases
Tota $5,285,569 $6,264,246




(@) Owner occupied property, plant and equipment

Constructionin

progress and
equipment

Land and land Machineryand  Transportation awaiting

Improvements Buildings equipment equipment Office equipment Other equipment  examination Tota
Cost:
Asof Jan.1, 2020 $7,058,550  $14,439,967 $4,325 $66,912 $385,547 $93,692 $22,048,993
Additions — 1,943 — 274 — 247,065 249,282
Disposals — (341,050) — — (3,409) — (344,459)
Transfers 60,803 372,027 — — 7,329 (276,926) 163,233
Exchange differences — (9,485) 29 (363) 186 — (9,633)
Asof Dec. 31, 2020 $7,119,353 $14,463,402 $4,354 $66,823 $389,653 $63,831 $22,107,416
Depreciation and impairment:
Asof Jan.1, 2020 $4,550,028  $10,961,245 $3,805 $65,519 $344,605 — $15,925,202
Depreciation 229,612 1,154,941 197 861 19,625 — 1,405,236
Disposals — (339,741) — — (3,331) — (343,072)
Transfers - (13,530) - — — — (13,530)
Exchange differences - (10,066) 27 (355) 148 — (10,246)
Asof Dec. 31, 2020 $4,779,640  $11,752,849 $4,029 $66,025 $361,047 — $16,963,590




Constructionin

progress and
equipment
Land and land Machinery and  Transportation awaiting
Improvements Buildings equipment equipment Office equipment Other equipment  examination Tota
Cost:
Asof Jan.1, 2019 $6,989,653 $16,323,320 $4,446 $67,158 $381,544 $144,197 $23,910,318
Additions — 4,522 — 75 533 285,611 290,741
Disposals — (2,563,330) — (590) (325) — (2,564,245)
Transfers 68,897 687,154 — 595 4,437 (336,095) 424,988
Exchange differences — (11,699) (121) (326) (642) (21) (12,809)
Asof Dec. 31, 2019 $7,058,550 $14,439,967 $4,325 $66,912 $385,547 $93,692 $22,048,993
Depreciation and impairment:
Asof Jan.1, 2019 $4,327,874 $12,302,527 $3,659 $64,932 $320,402 — $17,019,3%4
Depreciation 222,154 1,179,429 247 965 24,913 - 1,427,708
Disposals — (2,550,837) - (585) (293) — (2,551,715)
Transfers - 40,739 - 505 — — 41,244
Exchange differences - (10,613) (101) (298) (417) — (11,429)
Asof Dec. 31, 2019 $4,550,028 $10,961,245 $3,805 $65,519 $344,605 — $15,925,202
Net carrying amount:
Asof Dec. 31, 2020 $2,339,713 $2,710,553 $325 $798 $28,606 $63,831 $5,143,826
Asof Dec. 31, 2019 $2,508,522 $3,478,722 $520 $1,393 $40,942 $93,692 $6,123,791




(b) Property, plant and equipment leased out under operating leases

(©)

Buildings
Cost:
Asof Jan. 1, 2020 $279,342
Additions —
Disposals —
Transfers 19,503
Asof Dec. 31, 2020 $298,845
Depreciation and impairment:
Asof Jan. 1, 2020 $138,887
Depreciation 4,685
Disposals —
Transfers 13,530
Asof Dec. 31, 2020 $157,102
Cost:
Asof Jan. 1, 2019 $279,342
Additions —
Disposals —
Asof Dec. 31, 2019 $279,342
Depreciation and impairment:
Asof Jan. 1, 2019 $132,203
Depreciation 6,684
Disposals —
Asof Dec. 31, 2019 $138,887
Net carrying amounts as at:
As of Dec. 31, 2020 $141,743
As of Dec. 31, 2019 $140,455

Affects both the cash and non-cash items of investing activities :

For the years end December 31

Item 2020 2019
Acquisition of property, plant, and equipment
expenditure:

Increase of property, plant and equipment $432,018 $675,819
Transfer to right-of-use assets (33,861)
(Decrease) of prepayment for equipment (9,058) (5,938)
Decrease of payables on equipment 92,462
Cash expenditure $482,271 $728,482




(d) Details of capitaized borrowing costs are as follows:

For the years ended December 31

Item 2020 2019
Prepayments for equi pment $3,098 $4,980
Capitalisation rate of borrowing costs 1.2195~3.02% 3.0496~3.959%

(e) As of December 31, 2020 and 2019, fixed assets were insured for $9,943,954 thousand and
$10,399,936 thousand, respectively.

(f) Pleaserefer to Note 8 for more details on property, plant and equipment under pledge.

(10) INVESTMENT PROPERTY

Buildings
Cost :
Asof Jan. 1, 2020 $616,569
Additions —
Exchange difference (32,796)
Asof Dec. 31, 2020 $583,773
Asof Jan. 1, 2019 $670,447
Transfer from property, plant and equipment (39,911)
Exchange difference (13,967)
Asof Dec. 31, 2019 $616,569
Depreciation and impairment:
Asof Jan. 1, 2020 $176,136
Depreciation 23,337
Exchange difference (10,186)
Asof Dec. 31, 2020 $189,287
Asof Jan. 1, 2019 $188,828
Depreciation 24,304
Transfer from property, plant and equipment (32,542)
Exchange difference (4,454)
Asof Dec. 31, 2019 $176,136
Net carrying amount:
Asof Dec.31, 2020 $394,486
Asof Dec.31, 2019 $440,433




No investment properties were pledged.

The fair value of investment property is $462,414 thousand and $486,819 thousand as of December 31,
2020 and 2019, respectively. The fair value has been determined based on valuations performed by an
independent appraiser and on transactions observable in the market. The investment property has no rent
revenue.

(11) INTANGIBLE ASSETS

(&) As of December 31, 2020 and 2019, the cost of the computer software, original cost, accumulated
amortization and amount of amortization in the book of the Group is listed as below:

Computer software

Cost:

Asof Jan. 1, 2020 $377,535
Addition 20,316
Transfer 7,210
Other changes 9
Exchange differences —
Asof Dec. 31, 2020 $405,052
Asof Jan. 1, 2019 $343,374
Addition 32,657
Transfer 1,519
Other changes (15)
Exchange differences —
Asof Dec. 31, 2019 $377,535

Computer software

Amortization and impairment:

Asof Jan. 1, 2020 $319,090
Amortization 51,256
Exchange differences —
Asof Dec. 31, 2020 $370,346
Asof Jan. 1, 2019 $253,741
Amortization 65,339
Exchange differences 10
Asof Dec. 31, 2019 $319,090

Net carrying amount as of:
Dec. 31, 2020 $34,706

Dec. 31, 2019 $58,445




(b) Amortization expense of intangible assets under the statement of comprehensive income:

For the years ended December 31

2020 2019
Operating costs $23,937 $38,575
Operating expenses $27,319 $26,764
(12) PREPAYMENTS
Detail are asfollows:
Dec. 31, 2020 Dec. 31, 2019
Current assets— prepayments
Prepaid expenses $55,999 $46,696
Other prepayments 8,367 6,426
Tota $64,366 $53,122
Non-current assets— prepayments for equipment :
Prepayment for equipment $128,499 $151,901
(13) LONG-TERM RECEIVABLES-AFFILIATES
(@) Detailsare asfollows:
Dec. 31, 2020 Dec. 31, 2019
Loan receivable -PROPERTIES $88,352 $93,315
Less: loss dlowance (—) (—)
Net $88,352 $93,315

(b) OSE PHILIPPINES, INC. lent USD 4,387 thousand to OSE PROPERTIES Inc. in July 31, 1996. OSE
PROPERTIES Inc. disposed of part of the land and returned USD 1,285 thousand in the first quarter of
2015. The principal was USD 3,102 thousand as of December 31, 2020. The interest rates for the years
ended December 31, 2020 and 2019 were both 2.50%. The contract periods were 10 years and may be

extended to another 10 years, if necessary.

(14) SHORT-TERM LOANS

(a) Details are asfollows:

Items Dec. 31, 2020 Dec. 31, 2019
L/C $182,145 $315,900
Unsecured bank loans 854,841 2,057,866
Mortgage loan on machine and equipment 69,427 —
Tota $1,106,413 $2,373,766




(b) The ranges of interest rates and the due dates:

Dec. 31, 2020 Dec. 31, 2019
Ranges of interest rates 1.339%~1.58% 1.559%~3.17%
Due dates January 9, 2021~ January 9, 2020~
December 31, 2021 December 17, 2020

(c) As of December 31, 2020 and 2019, the Group’s unused short-term lines of credits amount to

$1,734,361 thousand and $1,394,036 thousand, respectively.

(d) Part of property, plant and equipment, stocks and deposits reserved for repayment are pledged as
security for the Group’s short-term borrowings. Please refer to Note 8 for more details.

(15) SHORT-TERM NOTESPAYABLE

() Details are asfollows:
Dec. 31, 2020 Dec. 31, 2019
Par value of commercial papers — $380,000
Less: Discount for short-term notes payable — (790)
Net — $379,210
(b) The ranges of interest rates and the due dates:
Dec. 31, 2020 Dec. 31, 2019
Ranges of interest rates — 1.788%~ 1.858%
Due dates B January 9, 2020~
February 27, 2020
(16) LONG-TERM LOANS
() Details are asfollows:
Items Dec. 31, 2020 Dec. 31, 2019
Mortgage loan $866,446 $2,095,326
Less: Due within one year (246,446) (1,190,490)
Net $620,000 $904,836
(b) Theranges of interest rates and the due dates:
Dec. 31, 2020 Dec. 31, 2019
Ranges of interest rates 1.0096 ~1.55% 1.8096 ~3.30%
Due dates September 25, 2021~ October 31, 2020~
May 31, 2023 August 15, 2023



(c) Part of property, plant and equipment, and deposits reserved for repayment are pledged as security
for the Group’s long-term borrowings. Please refer to Note 8 for more details.

(17) POST-EMPLOYMENT BENEFITS

(a) Defined contribution plan

The Company and its domestic subsidiaries adopt a defined contribution plan in accordance with the
Labor Pension Act of the R.O.C. Under the Labor Pension Act, the Company and its domestic
subsidiaries will make monthly contributions of no less than 6% of the employees’ monthly wages to
the employees’ individual pension accounts. The Company and its domestic subsidiaries have made
monthly contributions of 6% of each individual employee’s salaries or wages to employees’ pension
accounts.

Subsidiaries |ocated in the People’s Republic of Chinawill contribute social welfare benefits based on
acertain percentage of employees’ salaries or wages to the employees’ individual pension accounts.

Pension benefits for employees of overseas subsidiaries and branches are provided in accordance with
the local regulations.

Expenses under the defined contribution plan for the years ended December 31, 2020 and 2019 are
$105,763 thousand and $113,103 thousand, respectively.

(b) Defined benefits plan

The Company and its domestic subsidiaries adopt a defined benefit plan in accordance with the Labor
Standards Act of the R.O.C. The pension benefits are disbursed based on the units of service yearsand
the average salaries in the last month of the service year. Two units per year are awarded for the first
15 years of services while one unit per year is awarded after the completion of the 15th year. Thetotal

units shall not exceed 45 units. Under the Labor Standards Act, the Company and its domestic
subsidiaries contribute an amount equivalent to 2% of the employees’ total salaries and wages on a
monthly basis to the pension fund deposited at the Bank of Taiwan in the name of the administered
pension fund committee. Beforethe end of each year, the Company and its domesti ¢ subsidiaries assess
the balance in the designated labor pension fund. If the amount isinadequate to pay pensions cal culated
for workers retiring in the same year, the Company and its domestic subsidiaries will make up the
difference in one appropriation before the end of March the following year.

Expenses under the defined benefit obligation for the years ended December 31, 2020 and 2019 are
$57,487 thousand and $59,735 thousand, respectively.
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The Ministry of Labor is in charge of establishing and implementing the fund utilization plan in
accordance with the Regulations for Revenues, Expenditures, Safeguard and Utilization of the Labor
Retirement Fund. The pension fund is invested in-house or under mandation, based on a passive-
aggressive investment strategy for long-term profitability. The Ministry of Labor establishes checks
and risk management mechanism based on the assessment of risk factorsincluding market risk, credit
risk and liquidity risk, in order to maintain adequate manager flexibility to achieve targeted return
without over-exposure of risk. With regard to utilization of the pension fund, the minimum earningsin
the annual distributions on the final financial statement shall not be less than the earnings attainable
from the amounts accrued from two-year time deposits with the interest rates offered by local banks.
Treasury Funds can be used to cover the deficits after the approval of the competent authority. Asthe
Company does not participate in the operation and management of the pension fund, no disclosure on
the fair value of the plan assets categorized in different classes could be made in accordance with
paragraph 142 of IAS 19. The Group expects to contribute $70,645 thousand to its defined benefit plan
during the 12 months beginning after December 31, 2020.

The average duration of the defined benefits plan obligation as of December 31, 2020 and 2019, isthe
end of the year of 2030 and 2029, respectively.

Pension costs recognized in profit or loss for the years ended December 31, 2020 and 2019:
For the years ended December 31

2020 2019
Current period service costs $6,424 $7,116
Net interest expense of net defined benefit 3,274 5,009
liability (asset)
Prior period service costs 10,208 —
Tota $19,906 $12,125

Changesin the defined benefit obligation and fair value of plan assets are asfollows:
Dec. 31,2020 Dec. 31,2019 Jan. 1, 2019

Present value of the defined benefit obligation $952,778 $1,007,077 $1,019,883
Plan assets at fair value (568,532) (576,227) (523,987)

Other non-current liabilities - Accrued pension
liabilities recognized on the consolidated balance
sheets $384,246 $430,850 $495,896




Reconciliation of liability (asset) of the defined benefit plan is as follows:

Present value
of the defined Net defined
benefit Fair valueof  benefit liability
obligation plan assets (asset)
Asof Jan. 1, 2019 $1,019,883 ($523,987) $495,896
Current period service costs 7,116 — 7,116
Net interest expense (income) 10,301 (5,292) 5,009
Subtotal 17,417 (5,292 12,125
Remeasurements of the net defined benefit liability
(asset):
Actuarial gains and losses arising from changes
in demographic assumptions (2,761) — (2,761)
Actuarial gains and losses arising from changes
in financial assumptions 29,224 — 29,224
Experience adjustments 992 — 992
Return on plan assets — (18,683) (18,683)
Subtotal 27,455 (18,683) 8,772
Payments from the plan (57,678) 57,678 —
Contribution by employer (85,943) (85,943)
Asof Dec. 31, 2019 1,007,077 (576,227) 430,850
Current period service costs 6,424 — 6,424
Net interest expense (income) 7,654 (4,380) 3,274
Prior period service costs (income) or reduction 10,208 — 10,208
Subtotal 24,286 (4,380) 19,906
Remeasurements of the net defined benefit liability
(asset):
Actuarial gains and losses arising from changes
in demographic assumptions 61 — 61
Actuarial gains and losses arising from changes
in financial assumptions 60,565 — 60,565
Experience adjustments (6,468) — (6,468)
Return on plan assets (19,428) (19,428)
Subtotal 54,158 (19,428) 34,730
Payments from the plan (132,743) 132,743 —
Contribution by employer — (101,240) (101,240)
Asat Dec. 31, 2020 $952,778 ($568,532) $384,246




The following significant actuarial assumptions are used to determine the present value of the defined
benefit obligation:

Dec. 31, 2020 Dec. 31, 2019
Discount rate 0.42% 0.76%
Expected rate of saary increases 1.50% 1.40%

Sengitivity analysis for significant assumption:
For the years ended December 31

2020 2019
Increasein Decreasein Increasein Decreasein
defined defined defined defined
benefit benefit benefit benefit
obligation obligation obligation obligation
Discount rate increase by 0.5% — $67,989 — $50,693
Discount rate decrease by 0.5% $75,534 — $80,888 —
Future salary increase by 0.5% $74,309 — $79,937 —
Future salary decrease by 0.5% — $67,656 — $50,633

The sensitivity analyses above are based on a change in a significant assumption (for example: change
in discount rate or future salary), keeping all other assumptions constant. The sensitivity analyses may
not be representative of an actual change in the defined benefit obligation as it is unlikely that changes
in assumptions would occur in isolation of one another. There was no change in the methods and
assumptions used in preparing the sensitivity analyses compared to the previous period.

(18) PREFERRED STOCK LIABILITIES

Dec. 31, 2020 Dec. 31, 2019
Class B preferred stocks $1,006,485 —
Less: Due within one year (—) (—)
Net $1,006,485 —

The Company passed the resolution of extraordinary general meeting on December 3, 2020 to handle the
private placement of 90,090 thousand shares of Class B preferred stocks. The payment has been compl eted
by applicant Chipbond Technology Corporation (Chipbond Technology Company) on December 16, 2020.
Thetotal amount is $999,999 thousand with the issuance price of $11.1 per share with the officia issuance
date of December 21, 2020. According to the issuance conditions of Class B preferred stocks, the issuance
period for Class B preferred stocks are 5 years and thereisa contractual obligation to deliver cash or another
financial asset to the other party (holder), so the preferred stock are split into preferred stock liabilities
$1,006,485 thousand and the value of recovery rights (under the financial assets measured at fair value
through profit and loss) $6,486 thousand, the effective interest rate originally recognized for the preferred
stock liahilitiesis 2%. The interest expense cal culated based on the effective interest rate in 2020 was $603
thousand.



The rights and obligations and primary conditions of issuance of the Company’s Class B preferred stocks

are as follows;

(A)

(B)

(®)

(D)

(E)
(F)

(©)

(H)

(1)

Distributions of earnings shall be handled in accordance with the Company's Articles of Incorporation.
Earnings to be distributed may be distributed to Class B preferred shares of the year or the quarter and
accumulated undistributed dividends. If there are no earnings or if earnings are insufficient to pay the
full dividend on Class B preferred shares, distributable earnings shall be first be distributed to Class B
preferred shares. Any shortfall in dividends will be made up first with future annua or quarterly
earnings.

The annual interest rate of dividends for Class B preferred sharesis 2% which is calculated based on
the issue price per share and paid in cash. The ex-dividend date of the preferred shares is authorized
to be set by the board of directors. The number of dividendsissued in the year or in the quarter and the
number of dividends received in the year or in the quarter is calculated based on the actual number of
days of issuance.

If the Company's proposed distribution of dividends for common stock for the current year or current
guarter exceeds the number of dividends on Class B preferred shares, holders of Class B preferred
shares will not be entitled to dividends.

Except for aforementioned dividends, Class B preferred shares cannot be participated in the
distribution of earnings or reserves from common stock and other preferred shares.

There is no contractua right to covert Class B preferred sharesinto common stock.

Holders of Class B preferred shares do not have voting rights at common stock sharehol ders meeting
nor do they havethe voting rightsto elect adirector (independent directorsincluded); however, holders
of Class B preferred shares have vating rights regarding matters concerning shareholders rights of
Class B preferred shares at shareholders meeting of preferred shares.

The order of the Company’s remaining property of Class B preferred shares is distributed to common
stock and Class C preferred shares, but each share shall not exceed the issue price plus the number of
unpaid dividends payable.

Theissuance period for Class B preferred sharesis 5 years. Holders of Class B preferred shares do not
have the right to demand early redemption of Class B preferred shares. However, the Company may
redeem al or part of the Class B preferred shares at their original issue price at any time after the
expiration of three years from the date of issuance by cash or other methods permitted by laws and
regulations. The rights and obligations shall continue under the conditions of the issuance of Class B
preferred shares until they are redeemed by the Company. In theyear in which Class B preferred shares
are to be redeemed, if the Company's shareholders’ meeting has resolved to issue dividends, the
dividends shall be paid up to the date when Class B preferred shares are redeemed, and shall be
calculated on the basis of the actual number of issuance daysin the year.

Upon the issuance of new shares of common stock by cash capital increase, holders of Class B
preferred shares have the same preferred stock options as common stock sharehol ders.



Q)

(K)

Where Class B preferred shares are qualified for an early redemption or after the expiration of the
issuance period, if the Company is unableto redeem all or part of Class B preferred shares dueto force
majeure or reasons not attributable to the Company, the rights of unredeemed preferred shares shall
remain in accordance with the conditions of issuance as described in the preceding paragraph until
Class C preferred shares are fully redeemed by the Company. Dividends are also calculated at the
original annud interest rate and the actual extension period. Therights of the Class B preferred shares
shall not be damaged as stipulated in the Company's Articles of Incorporation.

Class B preferred shares are not listed for trading during the issuance period.

(19) EQUITY

(@) Common stock

i. The Company had increased capital by cash by $1,800,000 thousand with par value $10 per share and
issued price $9.2 on May 30, 2007. The rights and obligations of new shares by private placement are
the same as those of common shares. Ownership of shares by private placement cannot be transferred
to others within three years since issuance per Security and Exchange regulations.

. Theboard of directors of the Company agreed on June 21, 2011 to increase capital by issuing common
stocksfor cash in order to repay loan and improve the Company financial structure. A total of 200,000
thousand shares of common stocks, with face vaue of $10 per share, will be issued for a total of
$2,000,000 thousand. Approval has been granted by Financial Supervisory Commission on July 22,
2011 by Doc No. 1000030977. In the event of exigting shareholders or employees forfeiting
purchasing rights or the event of shortage of subscription of share, the board of directorswill authorize
the chair of directorsto contact a designated person for purchases. As of August 2, 2011, the board of
directors agreed stocks will be issued with the issuance price of NTD 6.4 per share with the officia
issuance date of September 5, 2011. As of September 19, 2011, registration for the issuance of new
stocks is complete.

The Board of shareholders’ meeting of the Company agreed on June 29, 2018 to reduce capital
$2,536,872 thousand for cover accumulated deficits in order to improve the Company’s financial
structure. Theratio of reduction capital was 31.4742285%, and it was declared effective by Financial
Supervisory Commission on August 8, 2018. The record date for reverse split was at September 30,
2018, and the amendment of registration was completed at October 8, 2018.

iv. To reward employees, the Board of shareholders’ meeting of the Company agreed on June 29 ,2018

to issue restricted stocks for employees by $50,000 thousand of common stock with par value $10 per
share , and it was declared effective by Financial Supervisory Commission on June 10 , 2019.The
record date for capital increase was at November 25, 2019, and the amendment of registration was
completed at December 10, 2019.



v. There are 286,000 shares of common stock forfeited because of the failure to satisfy the vesting

condition in restricted stocks plan. Board resolution was passed to write off the shares amounted to
$2,860 thousand as well as registration.

vi. Asof December 31, 2020, and 2019, the authorized capital s were $20,000,000 thousand. | ssued capital

were $5,570,425 thousand and $5,573,285 thousand, with 557,042,533 shares and 557,328,533 shares
respectively. Each shareis at a par value of NT$10.

(b) Preferred stock

The Company passed the resolution of extraordinary general meeting agreed on December 3, 2020 to
handle the private placement of Class C preferred shares of 1,801,800 thousand with par value $10 per
share and issued price $11.1. The Company intendsto issue preferred shares through a private placement

as required by Article 43-6 of the Securities and Exchange Act, and the record date for capital increase
was at December 21, 2020.

In accordance with the Company's Articles of Incorporation, the rights and obligations of issuance of

the preferred shares are as follows:

The Company's earnings distribution is handled in accordance with the Company’s Articles of
Incorporation. Distributable earnings shall be distributed first to Class B preferred sharesin the current
year or the current quarter and accumulated undistributed dividends, then dividends shall be
digtributed to Class C preferred shares in the current year or quarter.

The annual interest rate of dividends for Class C preferred sharesis 2% which is calculated based on
the issue price per share and paid in cash. The ex-dividend date of dividends of the preferred sharesis
authorized to be set by the board of directors. The number of dividends issued in the year or in the
guarter and the number of dividends received in the year or in the quarter is calculated based on the
actual number of days of issuance.

If the proposed dividend for the Company's common stock in the current year or quarter exceeds the
dividend amount of Class C preferred shares, the holders of Class C preferred shares shall be entitled
to participate in the distribution until the number of dividends per Class C preferred share isthe same
as the number of the dividend per common stock.

iv. The Company has a discretionary power on the dividend distribution of Class C preferred shares. If

the Company does not have earnings or insufficient earnings for distribution or if there are other
necessary considerations, the Company may resolve to not distribute divides from Class C preferred
shares. Such manner does not constitute an event of default and shareholders may not object. ClassC
preferred shares are non-cumulative, and their undistributed or under-distributed dividends will not
be accumulated in subsequent years or quarters.
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v. Holdersof Class C preferred sharesmay, fromthe day after theissuance date of five years, be converted
into common stock at the ratio of one preferred share to one common stock (conversion ratio 1:1).
The rights and obligations (except for conversion restrictions and unlisted shares prescribed by laws
and regulations) of the converted common stock from Class C preferred shares are the same as the
Company's other issued common stock. Class C preferred shares that have been converted into
common stock prior to the annua or quarterly ex-rights (dividend) date of conversion are entitled to
participate in the distribution of common stock earnings and reserves in the current year or current
guarter, but may not participate in dividend distributions of preferred sharesin the current year or the
current quarter. Class C preferred shares that have been converted into common stock prior to the
annual or quarterly ex-rights (dividend) date of conversion are entitled to participate in the distribution
of preferred dividend sand reserves in the current year or current quarter, but may not participate in
dividend distributions of common stock and capital surplusin the current year or the current quarter.
Preferred dividends and common stock dividends of the same year or quarter are distributed on anon-
recurring basis.

vi. Holders of Class C preferred shares do not have voting rights at common stock sharehol ders meeting
nor do they have the voting rights to elect a director (independent directors included); however,
holders of Class C preferred shares have vating rights regarding matters concerning shareholders
rights of Class C preferred shares at shareholders meeting of preferred shares.

vii. The order of the Company’s remaining property of Class C preferred shares is distributed to common
stock and Class C preferred shares, but each share shall not exceed the issue price plus the number of
unpaid dividends payable.

viii. There is no expiration date for Class B preferred shares. Holders of Class C preferred shares do not
have the right to demand redemption of Class C preferred shares or demand the Company for an early
conversion of preferred shares to common stock. However, the Company may redeem all or part of
the Class C preferred shares at their original issue price at any time after the expiration of three years
from the date of issuance by cash, mandatory conversion of new issue of shares or other methods
permitted by laws and regulations. The rights and obligations shall continue under the conditions of
theissuance of Class C preferred shares until they are redeemed by the Company. In the year in which
Class C preferred shares are to be redeemed, if the Company's shareholders’ meeting has resolved to
issue dividends, the dividends shall be paid up to the date when Class B preferred shares are redeemed,
and shall be calculated on the basis of the actual number of issuance daysin the year.

ix. Upontheissuance of new shares of common stock by cash capital increase, holders of Class C preferred
shares have the same preferred stock options as common stock shareholders.

X. During the issuance period, Class C preferred shares are not listed for trading. However, where Class
C preferred shares arefully or partly converted to common stock, the board of directors are authorized
to apply for public trading from the competent authority in accordance with relevant regulations
depending on the current situation.



(c) Additional paid-in capital

Dec. 31, 2020 Dec. 31, 2019
Form shares of changesin equities of subsidiaries $5,717 $5,717
The differences between the fair value of consideration paid
or received from acquiring or disposing subsidiaries and the
carrying amounts of the subsidiaries 16,940 16,940
Share of changesin net assets of associates and joint ventures
accounted for using the equity method (2,675) (2,675)
Restricted stocks for employees 2,543 25,729
Premiums from preferred stocks issued 198,198 —
Tota $220,723 $45,711

i. According to the Company Act, the capital reserve shall not be used except for making good the
deficit of the company. When acompany incurs no loss, it may distribute the capital reservesrelated
to the income derived from the issuance of new shares at a premium or income from endowments
received by the company. The distribution could be made in cash or in the form of dividend shares
toits shareholdersin proportion to the number of shares being held by each of them. Additiona paid-
in capital arising from long-term equity investment can not be used for any purpose.

ii. According to the prevailing laws and regulations, each year, the amount of capital increase
transferred from capital reserve arising from premiums on issuance of capital stock and donations
cannot exceed 10% of the Company’stotal issued capital.

(d) Retained earnings and dividend policies

According to the Company’s original Articles of Incorporation, current year’s earnings, if any, shall be
digtributed in the following order:

According to the Company’s origina Articles of Incorporation, the earnings distribution or offset the
losses operation may be made on a quarterly basis after the close of each quarter. According to Article
228-1and Article 240-5 of company law, distribution of earnings by way of cash dividends should be
approved by board of directors’ meeting and reported to shareholders’ meeting.

i. Payment of al taxes and dues;

ii. Offset prior years’ operation losses;

iii. Set aside 10% of the remaining amount as legal reserve;

iv. Set aside or reverse specia reserve in accordance with the requirements for operating and law and
regulations,

v. The remaining balance combined with the undistributed earnings accumulated during previous
years shall be distributed to the shareholders as dividends.



The Company shall take into account the changing environment of the industry and devel opment stage
of the Company in meeting the needs of capital in the future and in establishing long-term financial
planning together with satisfying the shareholders’ demand for cash. The earnings distributed for the
current year shall not be lower than 10% of accumulated distributable earnings and shall not be
digributed if the accumulated distributable earnings is lower than 1% of contributed capital. Cash
dividends distributed shall not be lower than 10% of the dividends distributed.

According to the Company Act, the Company needs to set aside amount to legal reserve unless where
such legal reserve amounts to the total authorized capital. The legal reserve can be used to make good
the deficit of the Company. When the Company incurs no loss, it may distribute the portion of lega
serve which exceeds 25% of the paid-in capital by issuing new shares or by cash in proportion to the
number of shares being held by each of the shareholders.

Following the adoption of TIFRS, the FSC on April 6, 2012 issued Order No. Financial-Supervisory-
Securities-Corporate-1010012865, which sets out the following provisions for compliance:

On a public company's first-time adoption of the TIFRS, for any unrealized revaluation gains and
cumulative trang ation adjustments (gains) recorded to shareholders’ equity that the company electsto
transfer to retained earnings by application of the exemption under IFRS 1, the company shall set aside
an equal amount of specia reserve. Following acompany’s adoption of the TIFRS for the preparation
of itsfinancial reports, when distributing distributable earnings, it shall set asideto special reserve, from
the profit/loss of the current period and the undistributed earnings from the previous period, an amount
egual to “other net deductions from shareholders’ equity for the current fiscal year, provided that if the
company has already set aside specia reserve according to the requirements in the preceding point, it
shall set aside supplementa specia reserve based on the difference between the amount aready set
aside and other net deductions from shareholders’ equity. For any subsequent reversal of other net
deductions from shareholders’ equity, the amount reversed may be distributed.

Details of 2020 and 2019 earnings distribution and dividends per share as approved and resolved by the
board of directors’ meeting and shareholders’ meeting on March 10, 2021 and June 18, 2020,
respectively, are asfollows::

Appropriation of earnings Dividend per share (NT $)
2020 2019 2020 2019
Legal reserve — $53,719
Special reserve $88,258 18,730
Cash dividends — 82,849 — $0.15

Pleaserefer to Note 6.(24) for further details on employees’ compensation and remuneration to directors.



(20) SHARE-BASED PAYMENT PLANS

Restricted stocks plan for employees

The Company issued restricted stocks for employees on November 25, 2019 at $0 per share in the amount
of $50,000 thousand, totaling 5,000 thousand shares. The share price at grant date was $15.8 per share.

Restriction on the rights and vesting conditions of restricted stocks for employeesis asfollows:

a. Theredricted stock awards the employees will obtain was kept by the designated trust institution as
trustee, which the empl oyee cannot request to return the restricted stock awards for any reasons or ways.

b. Before accomplishing the vesting conditions, the employee cannot sell, pledge, transfer, gift, set or
dispose in other ways, and they have no right to be alotted or obtaining dividends. Other rights are
similar with the capital that has been issued.

c. Before the employee accomplish the vesting conditions, the attendance, proposal, speaking, right of
voting, and other matters associated with sharehol ders meeting were executed based on the trust custody
contracts.

d. From the book closure date of issuance of bonus shares, cash dividends, issuance of common stock for
cash, shareholders meeting regul ated by Article 165-3 of company law, or other facts that has occurred
to the date of rights allocation. The unrestricted stocks of the employees that have accomplished the
vesting conditions during the af orementioned period still have no rightsto obtain dividends or allotment.

For the years ended December 31, 2020, and 2019, the Company incurred expenses of $27,581 thousand
and $4,428 thousand for the share-based payment transactions.

(21) OPERATING REVENUE

The details are as follow:

For the years ended December 31

2020 2019
Revenue from contracts with customers
Sales of 1C packaging and testing service $8,045,549 $10,101,028
Sales of electronics manufacturing service 5,612,470 6,882,860
Other operating revenue 193,890 531,257
Tota $13,851,909 $17,515,145




(a) Disaggregation of revenue

For the years ended December 31,

Semiconductor

2020 Group EMS Group Total

Sales of |C packaging and testing
service $8,045,549 — $8,045,549
Sales of e ectronics manufacturing
service — $5,612,470 5,612,470
Other operating revenue 121,610 72,280 193,890
Tota $8,167,159 $5,684,750 $13,851,909

Timing of revenue recognition:

Over time $8,045,549 — $8,045,549

At apointintime 121,610 $5,684,750 5,806,360
Tota $8,167,159 $5,684,750 $13,851,909

For the years ended December 31, Semiconductor
2019 Group EMS Group Tota

Sales of |C packaging and testing
service $10,101,028 — $10,101,028
Sales of electronics manufacturing
service — $6,882,860 6,882,860
Other operating revenue 426,456 104,801 531,257
Tota $10,527,484 $6,987,661 $17,515,145

Timing of revenue recognition:

Over time $10,101,028 — $10,101,028

At apointintime 426,456 $6,987,661 7,414,117
Tota $10,527,484 $6,987,661 $17,515,145

(b) Contract balances
i. Contract assets-current
Dec. 31, 2020 Dec. 31, 2019 Jan. 1, 2019

Sales of |C packaging and testing
service $304,825 $302,982 $425,684

As of December 31, 2020 and 2019, the Group does not have an unconditional right to receive the
consideration in the contract and transferred to accounts receivables at the reporting date were

$304,825 thousand and $302,982 thousand, respectively.



ii. Contract liabilities-current

Dec. 31, 2020 Dec. 31, 2019 Jan. 1, 2019

Sales of goods $25,371 $29,439 $15,821

As of December 31, 2020 and 2019, the Group recognized $3,748 thousand and $3,989 thousand,
respectively, in revenues from the contract liabilities balance at the beginning of the period.

iii. Transaction price allocated to unsatisfied performance obligations

None.
iv. Assets recognized from costs to fulfil a contract
None.

(22) EXPECTED CREDIT LOSSES/(GAINS)

For the years ended December 31

2020 2019

Operating expenses-expected credit (gains) losses

Accounts receivable and contract assets ($2,933) $7,742
Non-operating income and expenses -expected
credit (gains) losses

Other receivable (1,148) 1,148
Tota ($4,081) $8,890

Please refer to Note 12 for more details on credit risk.

The Group measures the loss alowance of its contract assets and accounts receivables at an amount equal
to lifetime expected credit losses. The assessment of the Group’s loss alowance as of December 31, 2020

and 2019 are asfollow:

The Group considers the grouping of contract assets and accounts receivables by counterparties’ credit
rating, by geographical region and by industry sector and itsloss allowance is measured by using aprovision

matrix, details are as follow:



As of December 31, 2020

Semiconductor
Group Overdue
Not yet due  Within After
(Note) 30days 31-60days 61-90days 91-180days 18ldays Totd
Gross carrying
amount $1,838,042 $190,670 $23,678 — - $1,911 $2,054,301
Lossratio 0%~0.66%  0%~3.7% 24.59% 50.49% 67.48% 100%
Lifetime expected
credit losses 5,639 7,028 5,822 — — 1,911 20,400
Carrying amount of
trade receivables $1,832,403 $183,642 $17,856 — — —  $2,033,901
EMS Group Overdue
Not yet due  Within After
(Note) 30days 31-60days 61-90days 91-180days 18ldays Totd
Gross carrying
amount $660,420 $15,874 $8,707 — $86 $170 $685,257
Lossratio 0%~0.04% 0.03%~1.20% 7.13%~7.34% 8.69%~17.58% 35.49%~57.28%  100%
Lifetime expected
credit losses 264 116 635 — 49 170 1,234
Carrying amount of
trade receivables $660,156 $15,758 $8,072 — $37 — $684,023
As of December 31, 2019
Semiconductor
Group Overdue
Not yet due  Within After
(Note) 30days 31-60days 61-90days 91-180days 18ldays Tota
Gross carrying
amount $1,613,762 $131,993 $11,053 $11,059 $5,995 $4,139  $1,778,001
Lossratio 0%~0.35% 0%~2.13% 0%~19.86% 0%~50.03% 0%~69.01% 100%
Lifetime expected
credit losses 3,121 2,608 2,160 5,533 4,137 4,139 21,698
Carrying amount of
trade receivables $1,610,641 $129,385 $8,893 $5,526 $1,858 —  $1,756,303
EMS Group Overdue
Not yet due  Within After
(Note) 30days 31-60days 61-90days 91-180days 18ldays Totd
Gross carrying
amount $1,151,163 $50,356 $24,111 $8,818 $2,000 $1442  $1,237,899
Lossratio 0%~0.04% 0%~1.55%  0%~4.01% 0%~14.05% 0%~25% 100%
Lifetime expected
credit losses 458 714 769 804 382 1,442 4,569
Carrying amount of
trade receivables $1,150,705 $49,642 $23,342 $8,014 $1,627 —  $1,233,330

(Note): The Group’s note receivables are not overdue.



The movement in the provision for impairment of contract assets, note receivables and trade receivables for
the years ended December 31, 2020 and 2019 is asfollows:

Bal. asof Jan. 1, 2020
Addition/(reversal) for the current period
Write off uncollectible accounts
Exchange differences

Bal. asof Dec. 31, 2020

Bal. asof Jan. 1, 2019
Addition/(reversal) for the current period
Exchange differences

Bal. asof Dec. 31, 2019

(23) LEASES

A. Group asalessee

Contract assets

receivables

Accounts

receivables

$26,267
(2,933)
(1,670)
(30)

$21,634

$18,529
7,742

(4)

$26,267

The Group leases various properties, including real estate such as land and buildings, transportation
equipment and other equipment. The lease terms range from 3 to 51 years.

The Group’s leases effect on the financia position, financial performance and cash flows are as follow:

(& Amounts recognized in the balance sheet

I. Right-of-use assets

The carrying amount of right-of-use assets

Land

Buildings

Transportation equi pment
Total

Dec. 31, 2020

Dec. 31, 2019

$217,504
27,550
8,793

$253,847

For the years ended December 31, 2020 and 2019, the Group’s additions to right-of-use assets

amounting to $24,152 thousand and $86,031 thousand.



Il. Leaseliahilities

Dec. 31, 2020 Dec. 31, 2019
Current $26,895 $25,725
Non-current 210,089 218,681
Leaseliabilities $236,984 $244,406

Please refer to Note 6.(25)(d) for the interest on lease liabilities recognized for the years ended
December 31, 2020 and 2019 and refer to Note 12.(5) Liquidity Risk Management for the
maturity analysisfor lease liabilities.

(b) Amounts recognized in the statement of profit or loss

Depreciation charge for right-of-use assets

For the years ended December 31

2020 2019
Land $15,044 $15,255
Buildings 10,248 10,199
Transportation equi pment 4,288 4,679
Other equipment 687
Tota $29,580 $30,820

(c) Income and costs relating to leasing activities

(d)

For the years ended December 31

2020 2019
The expenses relating to short-term leases $4,167 $10,587
The expenses rdlating to leases of low-value assets (Not
including the expenses relating to short-term leases of low-
value assets) 3,324 3,396

For the rent concession arising as a direct consequence of the covid-19 pandemic, the Group
recognized in other incomefor the years ended December 31, 2020 were $1,471 thousand, to reflect
changes in lease payments that arise from such rent concession to which the Group has applied the
practical expedient.

Cash outflow relating to leasing activities

For the years ended December 31, 2020 and 2019, the Group’s total cash outflows for leases
amounting to $39,007 thousand and $44,033 thousand.



B. Group asalessor

Leases of owned investment properties are classified as operating leases as they do not transfer
substantialy all the risks and rewards incidental to ownership of underlying assets.
For the years ended December 31

2020 2019
Leaseincome for operating leases
Income relating to fixed lease payments and variable |ease
payments that depend on an index or arate $19,564 $24,625

Please refer to Note 6.(9) for relevant disclosure of property, plant and equipment for operating leases under
IFRS 16. For operating leases entered by the Group, the undiscounted lease payments to be received and a
total of the amountsfor the remaining years as of December 31, 2020 and 2019 are asfollow:

Dec. 31, 2020 Dec. 31, 2019
Not later than one year $7,867 $24,092
Later than one year but not later than two years 6,688 21,610
Later than two years but not later than three years 4,254 14,296
Later than three years but not later than four years 3,191 4,254
Later than four years but not later than five years — 3,191
Later than five years — —
Tota $22,000 $67,443

(24) SUMMARY STATEMENTS OF EMPLOY EE BENEFITS, DEPRECIATION AND AMORTIZATION

EXPENSES BY FUNCTION

For the years ended December 31
2020 2019
Operating | Operating Tota Operating | Operating Tota
costs expenses | amount costs expenses | amount

Employee benefits expense

Salaries $2,265,282 | $438,545 ($2,703,827 |$2,735,029 | $500,697 |$3,235,726

Pension 103,384 22,285 | 125,669 104,588 20,819 125,407

Labor and hedlthinsurance | 260,174 46,747 | 306,921 | 300,198 46,493 | 346,691

Other employee benefits

expense 245,234 47,356 | 292,590 | 166,970 55,098 | 222,068
Depreciation 1,374,003 90,344 | 1,464,347 | 1,398,951 92,074 | 1,491,025
Amortization 23,937 27,319 51,256 38,575 26,764 65,339

f'\/64f\/




According to the resolution, the employee’s compensation and remuneration to directors is based on the
current year’s earnings, which should be used first to cover accumulated deficit, if any, and then the
remaining balance shall be distributed: 8%~12% as employees’ compensation, and no more than 3% as
remuneration to directors.

The distribution ratio of employee’s compensation and remuneration to directors and employee’s
compensation may be made in theform of stocks or cash, which shall be determined by aresol ution adopted
by a mgjority vote at a board of directors meeting attended by two-thirds or more of the directors and be
reported at a shareholders’ meeting. Cash or stock dividends as bonus to employees shal only be given to
employees who satisfy certain conditions.

The Company was net loss before tax for the years ended December 31, 2020; therefore, no compensation for
employees and remuneration of directors was accrued.

Based on the profit of the years ended December 31, 2019, the Company estimated the employees’
compensation and remuneration to directors amounts to $60,921 thousand and $11,423 thousand,
respectively, which are accounted for as salary expense.

No materia differences exist between the estimated amount and the actual distribution of the employee
compensation and remuneration to directors and supervisors for the years ended December 31, 20109.

As of December 31, 2020 and 2019, the total humber of employees of the Group were 5,701 and 6,757
respectively.

Information on the Board of Directors’ resol ution regarding the empl oyees’ compensation and remuneration
to directors can be obtained from the “Market Observation Post System” on the website of the TWSE.

(25) NON-OPERATING INCOME AND EXPENSES

(@) Interest income

For the years ended December 31

2020 2019

Financial assets measured at amortized cost $4,892 $5,951

(b) Other income

For the years ended December 31

2020 2019
Renta income $19,564 $24,626
Other income 56,687 19,887
Total $76,251 $44,513




(c) Other gains and losses

For the years ended December 31

2020 2019
Gains on disposal of property, plant and
equi pment $2,297 $36,367
Foreign exchange (losses), net (83,930) (48,117)
Other losses (980) (2,249)
Tota ($82,613) ($13,999)

(d) Finance costs

For the years ended December 31

2020 2019
Interest on borrowings from bank ($70,753) ($110,459)
Interest on lease liabilities (5,275) (5,232)
Interest on borrowings from others (185) (41)
Dividends on preferred stock liabilities (603) —
Tota ($76,816) ($115,732)
(26) COMPONENTS OF OTHER COMPREHENSIVE INCOME
For the years ended December 31, 2020
Income tax
relating to
Reclassification Other components of Other
adjustments  comprehensive other comprehensive
Arising during during the income, before  comprehensive  income, net of
the period period tax income tax

Items that will not be reclassified

subsequently to profit or loss:

Remeasurements of defined

benefit plans ($34,730) — ($34,730) $6,946 ($27,784)
Unrealized gains (losses) from

equity instruments investment

measured at fair value through

other comprehensive income (119,628) — (119,628) 23,926 (95,702)
Items that may be reclassified

subsequently to profit or loss:

Exchange differences arising on

translating of foreign operation (23,475) — (23,475) 4,695 (18,780)
Share of other comprehensive

income of associates and joint

ventures accounted for using the

equity method 272 — 272 — 272
Total of other comprehensive
income ($177,561) —  ($177,561) $35,567  ($141,994)




For the years ended December. 31, 2019

Income tax
relating to
Reclassification Other components of Other
adjustments  comprehensive other comprehensive
Arising during during the income, before  comprehensive  income, net of
the period period tax income tax

Items that will not be reclassified

subsequently to profit or loss:

Remeasurements of defined

benefit plans ($8,772) — ($8,772) $1,754 ($7,018)
Unrealized gains (losses) from

equity instruments investment

measured at fair value through

other comprehensive income (8,018) — (8,018) 416 (7,602)
Items that may be reclassified

subsequently to profit or loss:

Exchange differences arising on

tranglating of foreign operation (18,965) — (18,965) 3,793 (15,172)
Share of other comprehensive

income of associates and joint

ventures accounted for using the

equity method 1,081 — 1,081 — 1,081
Total of other comprehensive
income ($34,674) — ($34,674) $5,963 ($28,711)

(27) INCOME TAX

A. The mgjor components of income tax (expense) income are as follows:

(a) Income tax (expense) income recognized in profit or |0ss

For the years ended December 31

2020 2019

Current income tax (expense):

Current income tax charge ($14,303) ($1,617)

Adjustmentsin respect of current income tax of

prior periods — (1,017)
Deferred tax (expense):

Deferred tax (expense) relating to origination and

reversal of temporary differences (8,612) (3,764)

Deferred tax (expense) income relating to

origination and reversal of tax loss and tax credit — (141,936)

Others — (299)
Tota income tax (expense) ($22,915) ($148,633)




(b) Income tax relating to components of other comprehensive income

For the years ended December 31

2020 2019

Deferred tax income:

Remeasurements of defined benefit plans $6,946 $1,754

Unrealized (gains) losses from equity instruments

investments measured at fair value through other

comprehensive income 23,926 416

Exchange differences resulting from translating of a

foreign operations 4,695 3,793

Income tax relating to components of other

comprehensive income $35,567 $5,963

B. Reconciliation between tax expense and the product of accounting profit multiplied by applicable tax

ratesis as follows;

For the years ended December 31

2020 2019

Accounting profit (loss) before tax from continuing operations ($243,208) $736,593
At parent company statutory income tax rate 48,641 (147,319)
Effect of different tax rates applicable to OSE and

its subsidiaries 5,284 (1,099)
Tax effect of revenues exempt from taxation 5,106 4,013
Tax effect of expenses not deductible for tax purposes (352) —
Tax effect of deferred tax asset/liabilities (64,203) 3,042
Other adjustment due to taxation (5,417) (6,123)
Adjustments in respect of current income tax of prior periods — (1,017)
Withholding tax of repatriated offshore funds (12,118) —
Exchange adjustments 144 (130)
Total income tax (expense) benefit recognized in profit or loss ($22,915) ($148,633)




C. Deferred tax assets (liabilities) relate to the following:

For the years ended December 31, 2020

Temporary differences
Unrealized exchange gains and
losses
Loss on inventory obsolescence
Investments accounted for using
the equity method
Unrealized (gains) losses from
financial assets measured at fair
value through other comprehensive
income
Loss dlowance
Impairment of assets
Non-current liability — Defined
benefit Liability
Compensated absences
Other
Unused tax losses
Deferred tax (expense)/income
Net deferred tax assets/(liabilities)
Reflected in balance sheet as
follows:

Deferred tax assets
Deferred tax liabilities

Deferred tax
income
Deferred tax (expense)
income recognizedin

Beginning (expense) other Ending balance

balanceasof  recognizedin comprehensve Exchange asof Dec. 31,
Jan.1,2020  profit or loss income adjustments 2020
$1,034 $3,610 — — $4,644
60,961 (3,103) — — 57,858
1,138,423 (39,069) $4,695 — 1,104,049
(31,272) — 23,926 — (7,346)
230 (230) — - _
2,109 — — — 2,109
87,829 (16,267) 6,946 a 78,508
5,236 1,013 — — 6,249
17,390 (96) — — 17,294
234,725 45,530 — $23 280,278
($8,612) $35,567 $23

$1,516,665 $1,543,643
$1,547,937 $1,550,989
$31,272 $7,346




For the years ended December 31, 2019

Temporary differences
Unrealized exchange gains and
losses
Loss on inventory obsolescence
Investments accounted for using
the equity method
Unrealized (gains) losses from
financial assets measured at fair
value through other
comprehensive income
Loss alowance
Impairment of assets
Non-current liability — Defined
benefit Liability
Compensated absences
Other
Unused tax losses
Deferred tax (expense)/income
Net deferred tax assets/(liabilities)
Reflected in balance sheet as
follows:
Deferred tax assets
Deferred tax liabilities

Deferred tax
income
Deferred tax (expense)
income recognized in

Beginning (expense) other Ending balance

balance as of recognizedin comprehensve Exchange asof Dec. 31,
Jan. 1, 2019 profit or loss income adjustments 2019
($1,951) $2,985 — — $1,034
49,774 11,187 — — 60,961
1,139,737 (5,207) $3,793 — 1,138,423
(31,688) — 416 — (31,272)
— 230 — — 230
2,109 — — — 2,109
99,180 (13,105) 1,754 — 87,829
4,651 585 — — 5,236
17,929 (539) — — 17,390
374,783 (139,998) — ($60) 234,725
($143,762) $5,963 ($60)

$1,654,524 $1,516,665
$1,688,163 $1,547,937
$33,639 $31,272




D. The following table contains information of the unused tax losses of the Group:

Tax losses for the Unused tax losses as of
Year period Dec. 31, 2020 Dec. 31, 2019 Expiration year Note
2017 $1,155,026 $958,742 $958,742 2027 Assessed
2018 498,015 498,015 498,015 2028 Non-assessed
2019 6,461 6,461 7,756 2029 Assessed
2020 256,215 256,215 — 2030 Non-assessed
Total $1,719,433 $1,464,513

E. Unrecognized deferred tax assets

As of December 31, 2020 and 2019, deferred tax assets that have not been recognized as they may
not be used to offset taxable profits are $111,130 and $58,732 thousand respectively.

F. The assessment of income tax returns

As of December 31, 2020 the assessment of the income tax returns of the Company is as follows:
The assessment of income tax returns

The Company Assessed and approved up to 2017

(28) EARNINGS PER SHARE

Basic earnings per share amounts are calculated by dividing net profit for the year attributable to ordinary
equity holders of the parent entity by the weighted average number of ordinary shares outstanding during

the year.

Diluted earnings per share amounts are calculated by dividing the net profit attributable to ordinary equity
holders of the parent (after adjusting for interest on the convertible bonds payable) by the weighted average
number of ordinary shares outstanding during the period plus the weighted average number of ordinary
shares that would be issued on conversion of all the dilutive potential ordinary sharesinto ordinary shares.

For the years ended December 31
2020 2019

(a) Basic (losses) earnings per share
(Loss) Profit attributabl e to ordinary equity
holders of the Company (in thousand NT$) ($266,123) $587,960
Weighted average number of ordinary
shares outstanding for basic earnings per
share (in thousands) 552,467 552,329
Basic (losses) earnings per share (NT$) ($0.48) $1.06




For the years ended December 31

(b) Diluted (losses) earnings per share
(Loss) Profit attributable to ordinary equity
holders of the Company (in thousand NT$)

Weighted average number of ordinary
shares outstanding for basic earnings per
share (in thousands)

Effect of dilution:

Employee compensation— stock (in
thousands)

Weighted average number of ordinary
shares outstanding after dilution (in
thousands)

Diluted (losses) earnings per share (NT$)

2020 2019
($266,123) $587,960
552,467 552,329

— 4,102

552,467 556,431
($0.48) $1.06

There have been no other transactions involving ordinary shares or potential ordinary shares between the
reporting date and the date of completion of the financial statements. In addition, the Company was net loss
for the years ended December 31, 2020, so there was no dilution effect on the earnings per share.

. RELATED PARTY TRANSACTIONS

Information of the related parties that had transactions with the Group during the financia reporting period

isasfollows:

Name and nature of relationship of the related parties

Name of the related parties

Nature of relationship of the related parties

ATP ELECTRONICS TAIWAN INC.(ATP)
INFOFAB, INC.(INFOFAB)
OSE PROPERTIES, INC.(PROPERTIES)

OAE TECHNOLOGY, INC.(OAE)

SCREENBEAM, INC.(SCREENBEAM)

INFOACTION TECHNOLOGY, INC. (INFOACTION)

GOLFWARE INC.(GOLFWARE)

PHISON ELECTRONICS CORPORATION (PHISON)
LONGSY S ELECTRONICS (TAIWAN) CO., LTD.

(LONGSYS)
LONGSYS (HK) ELECTRONICS CO., LTD.
(LONGSYS)

CHIPBOND TECHNOLOGY CORPORATION
(CHIPBOND)

Associate

Associate

Associate

Other related party (No longer listed asarelated
party in the fourth quarter in 2020)

Other related party (No longer listed asarelated
party in the fourth quarter in 2020)

Other related party (No longer listed asarelated
party in the fourth quarter in 2020)

Other related party (No longer listed asarelated
party in the fourth quarter in 2020)

Legal Director of the Company

Legal Director of the Company (No longer listed
as arelated party in the third quarter in 2019)
Assaciate of Legal Director of the Company (No
longer listed as arelated party in the third quarter
in 2019)

The investor of the Company under the equity
method



(2)Significant transactions with related parties:

(a) Seles

Associates

PHISON
LONGSYS

Other related parties
Tota

For the years ended December 31

2020 2019
$137,373 $216,110
1,760,738 2,332,055
— 748,726
7,688 16,616
$1,905,799 $3,313,507

The sales price to the above related parties was determined through mutual agreement based on the
market rates. The details of credit period are 30~60 days. The outstanding bal ance at December 31,
2020 and 2019 was unsecured, non-interest bearing and must be settled in cash. The receivables
from the related parties were not guaranteed.

(b) Purchase
For the years ended December 31
2020 2019
ATP — $1,162
Key management personal of the Group $472 74
INFOACTION 1,916 8,817
Tota $2,388 $10,053

The purchase price to the above related parties was determined through mutual agreement based
on the market rates. The payment terms from the related party suppliers are comparable with third

party suppliers.

(c) Accounts Receivable

ATP

PHISON

Other related parties
Less: loss alowance
Total

Dec. 31, 2020 Dec. 31, 2019
$21,643 $32,904
208,278 194,116

- 2,537
(—) (—)
$229,921 $229,557




(d) Other Receivable

Dec. 31, 2020 Dec. 31, 2019
Associates $1,293 $2,778
Key management personnel of the Group 176 —
PROPERTIES 46,085 47,657
Tota $47,554 $50,435

(e) Accounts Payable

Dec. 31, 2020 Dec. 31, 2019
INFOFAB (Note) $1,268 $36,587
PHISON 265 70
Associates 20 —
Other related parties — 1,826
CHIPBOND 933 —
Tota $2,486 $38,483

(Note): The payments are the purchase of computer software.

(f) Lease

Rental income

ATP

INFOFAB

Other related parties
Associates

Total

(g) Transaction of properties

For the years ended December 31, 2020 :

For the years ended December 31

2020 2019
$4,258 $4,258
2,937 2,940
32 42
184 —
$7,411 $7,240
Gain (loss) on sales of The basis of

Counterparty Property Amount assets transaction price
Purchase
INFOFAB Computer software $12,223 Not applicable Negotiate
Associates  Machinery equipment Not applicable Negotiate

Tota $12,508



For the years ended December 31, 2019 :
Gain (loss) on sales

The basis of

Counterparty Property Amount of assets transaction price
Purchase
INFOFAB Other equipment $2,224 Not applicable Negotiate
INFOFAB Computer software 15,887 Not applicable Negotiate
Tota $18,111

(h) Intercompany borrowing

Dec. 31, 2020
Interest  Interest income
Related parties Maximum amount Amount rates (expense)
Amount lent to: (included in long-term receivables-affiliates accounts)
$88,352 $88,352
PROPERTIES
(USD 3,102 thousand) (USD 3,102 thousand) 2.50% $2,289
Dec. 31, 2019
Interest  Interest income
Related parties  Maximum amount Amount rates (expense)
Amount lent to: (included in long-term receivables-affiliates accounts)
$93,315 $93,315
PROPERTIES
(USD 3,102 thousand) (USD 3,102 thousand) 2.50% $2,384

(i) Compensation of key management personnel

For the years ended December 31

2020 2019
Short-term employee benefits $39,632 $64,055
Post-employment benefits 783 879
Share-Based Payment 3,052 710
Tota $43,467 $65,644

For details of total compensation paid to the Company’s key management personnel, please refer

to the annual report for the Company.

() Other disclosures

i. As of December 31, 2020 and 2019, interest recelvables from PROPERTIES amounted to
$46,085 thousand and $47,657 thousand, respectively, which were included in other receivable-

affiliates accounts.



ii. For the years ended December 31, 2020 and 2019, the Group paid $0 and $6,489 thousand,

$40,428 thousand and $89,288 tho
INFOFAB, respectively, which are

usand service fees to maintain information system of
accounted for as maintenance expenses and computer

operating expenses. As of December 31, 2020 and 2019, the unpaid maintenance expenses
amounted to $1,268 thousand and $36,587 thousand, respectively, which were recorded under

accounts payable — affiliates-account.

iii. Dueto theissuance of preferred stock |
amounted to $603 thousand to CHI

iabilitiesin 2020, the Group hasto pay theinterest expense
PBOND TECHNOLOGY. The unpaid interest expenses

amounted to $603 thousand were recorded under the account of other payable — affiliates.

8. ASSETS PLEDGED AS SECURITY

The following table lists assets of the Group pledged as security:

Assets pledged for security

Carrying amount
Dec. 31,2020 Dec. 31,2019  Secured liabilities details

Other financial assets-current—time deposits

Other financial assets-current—deposits reserved for

repayment
Investments accounted for using the

equity method -ATP

Property, plant and equipment—Buildings

Property, plant and equipment—Machinery and equipment
Property, plant and equipment-Assets leased to others
Buildings

Refundable deposits-time deposits

Total

9.COMMITMENTS AND CONTINGENCIES

$6,550 $46,214  Short & Long-term borrowings

20,005 108,012  Short & Long-term borrowings

— 388,360  Short-term borrowings
828,872 860,389  Short & Long-term borrowings

1,445,936 2,096,755 Short & Long-term borrowings

3,130 139,225 Long-term borrowings
145,300 131,500 Customs Guarantee or others

$2,449,793 $3,770,455

(1) Guarantee given by the bank for the payment of input tax imposed for sales from atax free zone to non-

tax free zone amounted to $400,000 thousand.

(2) The Company issued promissory notes of $4,745,928 thousand as guarantees for bank loans.

(3) The Company issued promissory notes of $15
(4) The Company has acted as a subcontractor

,108 thousand as guarantee for project.
for processing electronic products and provided storage

services for outsiders. As of December 31, 2020, the Company kept the processed electronic products of
$10,162,827 thousand and raw materials of $466,664 thousand on custodian.
(5 Asof December 31, 2020, the Company had opened an unused letter of credit amounting to USD 480

thousand.



10. LOSSES DUE TO MAJOR DISASTERS

None.

11. SIGNIFICANT SUBSEQUENT EVENTS

To make the group's resources utilized effectively and generate the shareholders’ maximum profits, the
board resolution was passed to close down the subsidiary, OSE USA Inc., on January 26, 2021 as a result

of the rapid changes of global business environments as well as the negative impact of COVID-109.

12. FINANCIAL INSTRUMENTS

(1) Categories of financial instruments

Financia assets

Financial assets at fair value through profit or loss:
Financia assets at fair value through other
comprehensive income

Financia assets measured at amortized cost:
Cash and cash equiva ents (exclude cash on hand)
Financia assets measured at amortized cost
Notes, accounts and other receivables
Other financial assets
Long-term receivables-Affiliates
Subtotal

Total

Financial liabilities

Financial liabilities at amortized cost:
Short-term borrowings
Short-term notes payable
Notes, accounts and other payable
Long-term loans (including of current portion)
Leaseliabilities
Preferred stock liabilities
Total

Dec. 31, 2020 Dec. 31, 2019
$6,486 —
107,232 $226,860
1,845/437 1,701,205
131,045 —
2,491,403 2,768,130
26,555 154,226
88,352 93,315
4,582,792 4,716,876
$4,696,510 $4,943,736

Dec. 31, 2020 Dec. 31, 2019
$1,106,413 $2,373,766
— 379,210
3,132,178 4,204,848
866,446 2,095,326
236,984 244,406
1,006,485 —
$6,348,506 $9,297,556




(2) Financial risk management objectives and policies

The Group’s principal financia risk management objectiveisto manage the market risk, credit risk and
liquidity risk related to its operating activates. The Group identifies measures and manages the
aforementioned risks based on the Group’s policy and risk appetite.

The Group has established appropriate policies, procedures and internal controls for financia risk
management. Before entering into significant transactions, due approval process by the Board of
Directors and Audit Committee must be carried out based on related protocols and internal control
procedures. The Group complies with itsfinancia risk management policies at al times.

(3) Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of the changes in market prices. Market prices comprise currency risk, interest rate risk and
other price risk (such as equity risk).
In practice, it is rarely the case that a single risk variable will change independently from other risk
variable, there is usually interdependencies between risk variables. However, the sensitivity analysis

disclosed below does not take into account the interdependencies between risk variables.

(a)Foreign currency risk

The Group’sexposureto therisk of changesin foreign exchange ratesrelates primarily to the Group’s
operating activities (when revenue or expense are denominated in a different currency from the
Group’s functional currency) and the Group’s net investments in foreign subsidiaries.

The Group has certain foreign currency receivables to be denominated in the same foreign currency
with certain foreign currency payables, therefore natural hedge is received. The Group also uses
forward contracts to hedge the foreign currency risk on certain items denominated in foreign
currencies. Hedge accounting is not applied as they did not qualify for hedge accounting criteria.
Furthermore, as net investmentsin foreign subsidiaries arefor strategic purposes, they are not hedged
by the Group.

The foreign currency sensitivity analysis of the possible change in foreign exchange rates on the
Group’s profit is performed on significant monetary items denominated in foreign currencies as at
the end of the reporting period. The Group’s foreign currency risk is mainly related to the volatility
in the exchange rates for foreign currency USD and foreign currency JPY.



(b)Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financia instrument will
fluctuate because of changesin market interest rates. The Group’s exposure to therisk of changesin
market interest rates relates primarily to the Group’s loans and receivables at variable interest rates,
bank borrowings with fixed interest rates and variable interest rates.

The Group manages its interest rate risk by having a balanced portfolio of fixed and variable loans
and borrowings and entering into interest rate swaps. Hedge accounting does not apply to these

swaps as they do not qualify for it.

(c)Equity price risk

The Group’s listed and unlisted equity securities are susceptible to market price risk arising from
uncertainties about future values of the investment securities. The Group’s listed equity securities
are classified under held for trading financial assets or available-for-sale financid assets, while
unlisted equity securities are classified as available-for-sale. The Group manages the equity price
risk through diversification and placing limits on individual and total equity instruments. Reports on
the equity portfolio are submitted to the Group’s senior management on aregular basis. The Group’s
Board of Directors reviews and approves al equity investment decisions.

(d)Risks of pre-tax Sensitivity analysis are as follows:

For the years ended December 31, 2020

Key risk Variation Sensitivity of profitandloss  Sensitivity of equity
Foreign currency  NTD/USD Foreign currency
+/— 1% +/— 15,945 thousand —
NTD/JPY Foreign currency
+/— 19 —/+ 1,264 thousand —
Interest rate risk Market rate +/— 10
fundamental proposition +/— 1,973 thousand
Equity pricerisk Market price +/— 10

fundamental proposition —

+/— 1,072 thousand



For the years ended December 31, 2019

Key risk Variation Sensitivity of profitandloss  Sensitivity of equity
Foreign currency  NTD/USD Foreign currency
risk +/— 19§ +/— 16,377 thousand —
NTD/JPY Foreign currency
+/— 1% +/— 373 thousand —
Interest rate risk Market rate +/— 10
fundamental proposition +/— 4,469 thousand —
Equity pricerisk Market price +/— 10
fundamental proposition — +/— 2,269 thousand

Pleaserefer to Note 12.(7) for sensitivity analysisinformation of other equity instruments or derivatives
that are linked to such equity instruments whose fair value measurement is categorized under Level 3.

(4) Credit risk management

Credit risk is the risk that a counterparty will not meet its obligations under a contract, leading to a
financial loss. The Group is exposed to credit risk from operating activities (primarily for accounts
receivables and notes receivables) and from its financing activities, including bank deposits and other
financial instruments.

Customer credit risk is managed by each business unit subject to the Group’s established policy,
procedures and control relating to customer credit risk management. Credit limits are established for
all customers based on their financial position, rating from credit rating agencies, historical experience,
prevailing economic condition and the Group’s internal rating criteria etc. Certain customer’s credit
risk will also be managed by taking credit enhancing procedures, such as requesting for prepayment or

insurance.

As of December 31, 2020 and 2019, amounts receivables from top ten customers represent 81.91% and
83.69% of the total accounts receivables of the Group, respectively. The credit concentration risk of
other accounts receivablesisinsignificant.

Credit risk from balances with banks, fixed income securities and other financial instrumentsis managed
by the Group’s treasury in accordance with the Group’s policy. The Group only transacts with
counterparties approved by the internal control procedures, which are banks and financia ingtitutions,
companies and government entities with good credit rating and with no significant default risk.
Consequently, there is no significant credit risk for these counter parties.



(5) Liquidity risk management

The Group’s objective is to maintain a balance between continuity of funding and flexibility through

the use of cash and cash equivalents, highly liquid equity investments, bank borrowings, convertible

bonds and finance leases. The table below summarizes the maturity profile of the Group’s financia

liabilities based on the contractual undiscounted payments and contractual maturity. The payment

amount includes the contractual interest. The undiscounted payment relating to borrowings with
variable interest ratesis extrapolated based on the estimated interest rate yield curve as of the end of the

reporting period.

Non-derivative financial instruments

As of Dec. 31, 2020

Borrowings

Lease liabilities
Preferred stock liabilities

As of Dec. 31, 2019
Borrowings

Short-term notes payable
Leaseliabilities

(6) Reconciliation of liabilities arising from financing activities

Reconciliation of liabilities for the years ended December 31, 2020:

Short-term borrowings
Long-term borrowings
Lease liabilities
Refundable deposits
Short-term notes payable
Preferred stock liabilities

Lessthanlyear 2t03years 4to5years >5years Tota
$1,353,972 $620,000 — —  $1,973,972
31,588 43,960 35,318 $188,305 299,171
603 40,000 40,000 1,019,451 1,100,054
$3,567,916 $867,994 $36,842 —  $4,472,752
379,210 — — — 379,210
31,050 53,997 31,299 189,011 305,357
Foreign
Asof Jan. exchange As of Dec.
1, 2020 Cashflows  movement Others 31, 2020
$2,373,766  ($1,267,436) — $133 $1,106,413
2,095,326  (1,233,296) — 4,416 866,446
244,406 (27,344)  ($3,219) 23,136 236,984
3,568 (49) — — 3,519
379,210 (379,210) — — —
— 999,999 — 6,486 1,006,485



Reconciliation of liabilities for the years ended December 31, 2019:

Foreign

Asof Jan. exchange As of Dec.

1, 2019 Cashflows  movement Others 31, 2019
Short-term borrowings $2,806,857 ($433,155) — $64 $2,373,766
Long-term borrowings 3,053,515 (962,010) — 3821 2,095,326
Leaseliabilities 241,426 (30,050)  ($1,929) 34,959 244,406
Refundable deposits 3,622 46 — — 3,568
Short-term notes payable 349,610 29,600 — — 379,210

(7) Fair values of financial instruments

(@) The methods and assumptions applied in determining the fair value of financial instruments:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The following methods
and assumptions were used by the Group to measure or disclose the fair values of financia assets
and financial liabilities:

The carrying amount of cash and cash equivalents, accounts receivables, accounts payable
and other current liabilities approximate their fair value due to their short maturities.

For financia assets and liabilities traded in an active market with standard terms and
conditions, their fair value is determined based on market quotation price (including listed
equity securities, beneficiary certificates, bonds and futures etc.) at the reporting date.

Fair value of equity instruments without market quotations (including private placement of
listed equity securities, unquoted public company and private company equity securities) are
estimated using the market method val uation techniques based on parameters such as prices
based on market transactions of equity instruments of identical or comparable entities and
other relevant information (for example, inputs such as discount for lack of marketability,
P/E ratio of similar entities and Price-Book ratio of similar entities).

Fair value of debt instruments without market quotations, bank loans, bonds payable and
other non-current liabilities are determined based on the counterparty prices or valuation
method. The valuation method uses DCF method as a basis, and the assumptions such asthe
interest rate and discount rate are primarily based on relevant information of similar
instrument (such as yield curves published by the GreTai Securities Market, average prices
for Fixed Rate Commercial Paper published by Reuters and credit risk, etc.)

The fair value of derivatives which are not options and without market quotations, is
determined based on the counterparty prices or discounted cash flow analysis using interest
rate yield curve for the contract period. Fair vaue of option-based derivative financial
instruments is obtained using on the counterparty prices or appropriate option pricing model
(for example, Black-Scholes model) or other valuation method (for example, Monte Carlo
Simulation).



(b) Fair value of financial instruments measured at amortized cost
Other than cash and cash equivalents, accounts receivables, accounts payable and other current
liabilitieswhose carrying amount approximatetheir fair value, thefair value of the Group’sfinancia

assets and financial liabilities measured at amortized cost islisted in the table below:

Carrying amount

Dec. 31, 2020 Dec. 31, 2019
Financial Assets
Long-term receivables-affiliates $88,352 $93,315
Financial liabilities
Long-term borrowings $866,446 $2,095,326
Lease Liabilities $236,984 $244,406
Preferred stock liabilities $1,006,485 —
Fair Vaue
Dec. 31, 2020 Dec. 31, 2019
Financial Assets
Long-term receivables-affiliates $88,352 $93,315
Financid liabilities
L ong-term borrowings $866,446 $2,095,326
Lease Liabilities $236,984 $244,406
Preferred stock liabilities $1,006,485 —

(c) Fair value measurement hierarchy for financial instruments

Please refer to Note 12.(8) for fair value measurement hierarchy for financia instruments of the
Group.

(8) Fair value measurement hierarchy
(@) Fair value measurement hierarchy:

All asset and liabilities for which fair value is measured or disclosed in the financial statements are
categorized within the fair value hierarchy, based on the lowest level input that is significant to the
fair value measurement asawhole. Level 1, 2 and 3 inputs are described as follows:

Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities that
the entity can access at the measurement date

Level 2: Inputs other than quoted pricesincluded within Level 1 that are observable for the asset or
liability, either directly or indirectly

Level 3: Unobservableinputs for the asset or liability



For assets and liabilities that are recognized in the financial statements on a recurring bass, the
Company determines whether transfers have occurred between Levels in the hierarchy by re-
assessing categorization at the end of each reporting period.

(b) Fair value measurement hierarchy of the Group’s assets and liabilities:
The Group does not have assets that are measured at fair value on anon-recurring basis. Fair value
measurement hierarchy of the Group’s assets and liabilities measured at fair value on a recurring

basisis asfollows;

December 31, 2020

Level 1 Level 2 Level 3 Totd

Financial assets:.
Financial assets at fair value through profit or
loss
Redemption value of preferred liabilities — — $6,486 $6,486
Financia assets at fair value through other

comprehensive income
Equity instrument — $18,858  $88,374  $107,232

December 31, 2019

Level 1 Level 2 Level 3 Totd

Financia assets.
Financia assets at fair value through other

comprehensive income
Equity instrument — —  $226,860 $226,860

Transfers between Level 1 and Level 2 during the period

During the years ended December 31, 2020 and 2019, there were no transfers between Level 1 and
Level 2 fair value measurements.

Reconciliation for fair value measurements in Level 3 of the fair value hierarchy for movements
during the period is as follows:

At fair value through profit or At fair value through other

loss comprehensive income
Derivative financia instruments Stock

Beginning balance as of Jan. 1, 2020 — $226,860
Recognized in other comprehensive

income — (119,628)
Transfer out of Leve 3 — (18,858)
Acquisition/issues in 2020 $6,486 —
Ending balance as of Dec. 31, 2020 $6,486 $88,374




At fair value through profit or At fair value through other

loss comprehensive income
Derivative financial instruments Stock
Beginning balance as of Jan. 1, 2019 — $234,878
Recognized in other comprehensive
income — (8,018)
Transfer out of Level 3 — —
Ending balance as of Dec. 31, 2019 — $226,860

Information on significant unobservabl e inputs to valuation

Description of significant unobservable inputs to valuation of recurring fair value measurements
categorized within Level 3 of the fair value hierarchy is asfollows:

December 31, 2020

Relationship
Vauation Significant Quantitative betweeninputs  Sensitivity of the
techniques unobservable inputs information and fair value input to fair value

Financial assets:
Financial assets at fair
value through profit

or loss
Derivativefinancial  Approach Discount rate 1.6972% Thehigher the 1% increase (decrease)
instruments of interest discount rate, in the discount rate
rates thelowerthe  would resultin
assessment fair value of the (decrease) increasein
stocks the Company’s profit
or loss by $6,216
thousand and $18,468
thousand.

Financial assets at fair
value through other

comprehensive

income

Stocks (DMarket Discount for lack of  20.009%g Thehigher the 1% increase (decrease)
approach— marketability ~25.009¢ discount for lack in the discount for lack
P/IE of marketability, of marketability would
(2)Market the lower the fair result in (decrease)
approach— value of the increase in the
P/B stocks Company’s equity by

$997 thousand.



December 31, 2019

Relationship
Vauation Significant Quantitative betweeninputs  Sensitivity of the
techniques unobservableinputs information and fair value input to fair value

Financial assets:
Financial assets at fair
value through other

comprehensive
income
Stocks (DMarket (1)Discount rate 11.599%¢ (1) Thehigher 1% increase (decrease)
approach— (2)Discount for lack  ~25.06% the discount in the discount for lack
P/E of marketability rate, the of marketability would
(2)Market lower thefair result in (decrease)
approach— value of the increaseinthe
P/IS stocks Company’s equity by
(3)Option (2)Thehigher  $2,376 thousand.
the discount
for lack of
marketability
, the lower

thefair value
of the stocks

(c) Fair value measurement hierarchy of the Group’s assets and liabilities not measured at fair value but
for which thefair value is disclosed

December 31, 2020

Level 1 Level 2 Level 3 Totd

Financial assets not measured at fair value but
for which thefair valueis disclosed:
Investment properties — —  $462,414 $462,414

Financial liabilities not measured at fair value
but for which thefair valueis disclosed:

Long-term loans — $866,446 — 866,446
Leaseliabilities — 236,984 — 236,984
Preferred stock liabilities — 1,006,485 — 1,006,485



December 31, 2019

Level 1 Level 2 Level 3 Totd

Financia assets not measured at fair value but
for which the fair valueis disclosed:
Investment properties — —  $486,819 $486,819

Financial liabilities not measured at fair value
but for which thefair valueis disclosed:

Long-term loans —  $2,095,326 — 2,095,326
Leaseliabilities — 244,406 — 244,406

(9) Significant assets and liabilities denominated in foreign currencies

Information regarding the significant assets and liabilities denominated in foreign currenciesis listed
below:

Dec. 31, 2020
Foreign currencies  Foreign exchange rate NTD

Financial assets
Monetary items:

usD $110,037 28.48 $3,133,854

JPY 96,160 0.2766 26,598
Non-monetary items:

usD 3,765 28.48 107,227
Financid liabilities
Monetary items:

usD 54,019 28.48 1,538,461

JPY 553,061 0.2766 152,977

Dec. 31, 2019
Foreign currencies  Foreign exchange rate NTD

Financia assets
Monetary items:

usD $132,199 30.08 $3,976,546

JPY 386,287 0.2771 107,040

Non-monetary items:

usD 7,542 30.08 226,863
Financial liabilities
Monetary items:

usD 77,754 30.08 2,338,840

JPY 251,559 0.2771 69,707



The aboveinformation isdisclosed based on the carrying amount of foreign currency (after conversion
to functional currency).

The Group’s entities functional currencies are various, and hence are not able to disclose the
information of exchange gainsand losses of monetary financial assetsand liabilities by each significant
asset and liability denominated in foreign currencies. The foreign exchange gains (losses) were
($83,930) thousand and ($48,117) thousand for the years ended December 31, 2020 and 2019,
respectively.

(10) Capital management

The primary objective of the Group’s capital management is to ensure that it maintains a strong credit
rating and healthy capital ratiosin order to support its business and maximize shareholder value. The
Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust dividend payment to
shareholders, return capital to shareholders or issue new shares.

13. SEGMENT INFORMATION

For management purposes, the Company is organized into business units based on its products and
services and has two reportable segments as follows:

Semiconductor Group: Mainly provides |C packaging and testing services.
EMS Group: Provides professional electronics manufacturing services.

No operating segments have been aggregated to form the above reportable operating segments.
Management monitors the operating results of its business units separately for the purpose of making
decisions about resource alocation and performance assessment. Segment performance is evaluated
based on operating profit or loss and is measured consistently with operating profit or loss in the
consolidated financial statements. However, group finance costs, finance income and income taxes are
managed on a group basis and are not allocated to operating segments.

The transfer prices between operating segments are on an arm’s length basis in a manner similar to
transactions with third parties.

For the years ended December 31, 2020

Adjustment and
Semiconductor Eliminations

Group EMS Group Other (Note1 and Note 2) Consolidated
Revenue
External customer ~ $8,167,159  $5,684,750 - —  $13,851,909
[ nter-Segment 54,706 270,033 — ($324,739) —
Total Revenue $8,221,865 $5,954,783 — ($324,739)  $13,851,909
Segment Profit ($371,040) $64,333 ($7,092) $70,591 ($243,208)

(Note 1) : Inter-segment revenues are eliminated on consolidation.
(Note 2) : The profit for each operating segment does not include income tax expense.



For the years ended December 31, 2019

Semiconductor

Adjustment and
Eliminations

Group EMS Group Other (Note 1 and Note 2) Consolidated
Revenue
External customer  $10,527,484  $6,987,661 — - $17,515,145
I nter-Segment 82,455 831,641 — ($914,096) —
Total Revenue $10,609,939  $7,819,302 — ($914,096)  $17,515,145
Segment Profit $404,048 $325,144 $15,855 ($8,454) $736,593

(Note 1) : Inter-segment revenues are eliminated on consolidation.
(Note 2) : The profit for each operating segment does not include income tax expense.

(1) Geographical information:

A. Salesto other than consolidated entities (Sales are presented by customers’ country)

Taiwan
U.SA.
China
Others
Total

B. Non-current assets

Taiwan
Philippines
U.SA.
China
Total

(2) Major customers

For the years ended December 31

2020 2019
$6,003,025 $6,000,263
3,270,272 3,766,910
1,705,946 2,254,742
2,872,666 5,493,230
$13,851,909 $17,515,145
Dec. 31, 2020 Dec. 31, 2019
$5,910,083 $7,061,852
457,053 508,450
216,930 226,783
73,098 64,328
$6,657,164 $ 7,861,413

Sales to customers representing over 10% of the Company’s consolidated net sales are as follows:
For the years ended December 31

2020 2019
Customers Amounts % Amounts %
A $3,985,770 28.77% $4,535,396 25.899%
B $2,894,881 20.90%% $4,288,955 24.499%%
C $1,760,738 12.719% $2,332,055 13.31%
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Independent Auditors’ Audit Report
English Translation of a Report Originally Issued in Chinese

To Orient Semiconductor Electronics Limited
Opinion

We have audited the accompanying parent company only balance sheets of Orient Semiconductor Electronics
Limited (the “Company”) as of December 31, 2020 and 2019, and the related statements of comprehensive
income, changes in equity and cash flows for the years ended December 31, 2020 and 2019, and notes to the
financial statements, including the summary of significant accounting policies (collectively referred to as “the

financial statements™).

In our opinion, based on our audits and the reports of other auditors (please refer to the Other Matter — Making
Reference to the Audits of Component Auditors section of our report), the financial statements referred to above
present fairly, in all material respects, the financial position of the Company as of December 31, 2020 and 2019,
and their financial performance and cash flows for the years ended December 31, 2020 and 2019, in conformity
with the requirements of the Regulations Governing the Preparation of Financial Reports by Securities Issuers

and International Financial Reporting Standards.
Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of Financial
Statements by Certified Public Accountants and auditing standards generally accepted in the Republic of
China. Our responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Parent Company Only Financial Statements section of our report. We are independent of the
Company and its subsidiaries in accordance with the Norm of Professional Ethics for Certified Public
Accountant of the Republic of China (the “Norm™), and we have fulfilled our other ethical responsibilities in
accordance with the Norm. Based on our audits and the reports of other auditors, we believe that the audit

evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

A member firm of Ernst & Young Global Limited
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
2020 parent company only financial statements. These matters were addressed in the context of our audit of the

parent company only financial statements as a whole, and in forming our opinion thereon, and we do not

provide a separate opinion on these matters.

1.  Validity of occurrence of sales revenue from main customers

Sales revenue amounted to $13,567,698 thousand which were highly accounted for by major customers
were material to the individual financial statement as a whole for the year ended December 31, 2020.

Therefore, we consider the occurrence of sales as key audit matters to address the risk.

Our audit procedures included, but not limited to, assessing the appropriateness of the accounting policy
of revenue recognition; evaluating and testing the design and operating effectiveness of intemnal controls
around revenue recognition; performing cut-off tests by selecting samples of transactions from either side
of the balance sheet date and vouching related certificates to verify correctness of the timing of
recognizing transaction; obtaining the list of main customers for 2020 and assessing if their backgrounds,
transaction amounts were consistent with their scale ; verifying the occurrence of sales by confirmations;
testing the journal entries to ensure the transactions to be recorded properly; selecting samples to perform

test of details and reviewing significant contact terms and conditions to verify the accuracy of sales

revenue.

We also considered the appropriateness of the disclosures of sales. Please refer to Notes 4 and 6 to the

parent company only financial statements.
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Deferred tax assets

The Company recognized deferred tax assets in the amount of $1,549,088 thousand, for the years ended
December 31, 2020. The recognition of deferred tax assets for the related unused tax losses, unused tax
credits, and deductible temporary differences arising from operating entities located in other areas is
based on management estimates of its future available taxable profits and the probability that the related

deferred tax assets will be realized. As a result, we determined the matter to be a key audit matter.

Our audit procedures include (but are not limited to) understanding and testing the controls surrounding
the Company’s assessment process for recognition of deferred tax assets; understanding the Company’s
significant operating entities for which deferred tax assets were recognized and assessing the management
estimates for assumptions used in the future cash flow projection and future taxable profits calculation;
retrospectively reviewing the accuracy of assumptions used in prior-period estimates of future cash flow
projection and assessing whether there were any other matters that will affect the recognition of deferred
tax assets; and assessing the adequacy of the Company’s disclosures regarding its deferred tax asset

recognition policy and other related disclosures.

We also considered the appropriateness of the income tax disclosures. Please refer to Notes 5 and 6 to the

parent company only financial statements.

P
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Other Matter — Making Reference to the Audits of Component Auditors

We did not audit the financial statements of certain associates and joint ventures accounted for under the equity
method whose statements are based solely on the reports of other auditors. These associates and joint ventures
included OSE PHILIPPINES, INC., OSE PROPERTIES, INC. and OSE USA, INC,, and the balances of
investments in these investee companies accounted for using the equity method amounted to $33,476 thousand
and $96,341 thousand, representing 0.23% and 0.61% of parent company only total assets as of December 31,
2020 and 2019, respectively. The related shares of profits from the associates and joint ventures under the equity
method amounted to ($59,838) thousand and ($25,100) thousand, representing 24.38% and (3.42%) of the
parent company only net income and net loss before tax for the years ended December 31, 2020 and 2019,
respectively. The share of other comprehensive income of associates and joint ventures were ($2,444) thousand
and ($57) for the years ended December 31, 2020 and 2019.

Responsibilities of Management and Those Charged with Governance for the Parent Company Only

Financial Statements

Management is responsible for the preparation and fair presentation of the parent company only financial
statements in accordance with the requirements of the Regulations Governing the Preparation of Financial
Reports by Securities Issuers and International Financial Reporting Standards, International Accounting
Standards, interpretations developed by the International Financial Reporting Interpretations Committee or the
former Standing Interpretations Committee as endorsed by Financial Supervisory Commission of the Republic
of China and for such intemnal control as management determines is necessary to enable the preparation of parent
company only financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance, including audit committee or supervisors, are responsible for overseeing the

financial reporting process of the Company.

A member firm of Ernst & Young Global Limited
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Auditor’s Responsibilities for the Audit of the Parent Company Only Financial Statements

Our objectives are to obtain reasonable assurance about whether the parent company only financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an 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 auditing standards generally accepted in the Republic of China will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these parent company only financial statements.

As part of an audit in accordance with auditing standards generally accepted in the Republic of China, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

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

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of

the internal control of the Company.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

(V8]

4. Conclude on the appropriateness of management’s use of the going concem 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 ability to continue as a going concern of the Company. 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 parent company only financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to continue as a going

concenn.

5. Evaluate the overall presentation, structure and content of the parent company only financial statements,
including the accompanying notes, and whether the parent company only financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Company to express an opinion on the parent company only financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain solely

responsible for our audit opinion.

i Tt
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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.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of 2020 parent company only financial statements and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be

communicated in our report because the adverse consequences of doing so would reasonably be expected to

outweigh the public interest benefits of such communication.

Chen, Chih-Chung
Chen, Cheng-Chu

Ermst & Young, Taiwan

March 10, 2021

Notice to Readers

The accompanying financial statements are intended only to present the financial position and results of
operations and cash flows in accordance with accounting principles and practices generally accepted in the
Republic of China on Taiwan and not those of any other jurisdictions. The standards, procedures and practices
to audit such financial statements are those generally accepted and applied in the Republic of China.

Accordingly, the accompanying financial statements and report of independent accountants are not intended
for use by those who are not informed about the accounting principles or auditing standards generally accepted
in the Republic of China, and their applications in practice. As the financial statements are the responsibility of
the management, Emst & Young cannot accept any liability for the use of, or reliance on, the English
translation or for any errors or misunderstandings that may derive from the translation.
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English Translation of Financial Statements Originally Issued in Chinese

ORIENT SEMICONDUCTOR ELECTRONICS LIMITED
PARENT COMPANY ONLY BALANCE SHEETS

As of December 31, 2020 and 2019

(Amounts expressed in Thousands of New Taiwan Dollars)

Items

Notes

December 31, 2020

December 31, 2019

Amount % Amount %
Current assets

Cash and cash equivalents 4,6.(1) $1,641,549 11 $1,491,029 9
Financial assets measured at amortized cost-Current 4,6.(2) 131,045 — —
Contract assets-Current 4, 6.(20) 304,825 302,982 2
Notes receivable 4,6.(3) 852 — 1,770 —
Accounts receivable-Non Affiliates 4,6.(4) 2,137,854 15 2,421,804 15
Accounts receivable-Affiliates 4,6.(4),7 229,921 2 229,557 2
Other receivable-Non Affiliates 4 26,444 - 28,562 —
Other receivable-Affiliates 4,7 22,621 - 5,811 —
Inventories 4,6.(5) 1,017,582 7 1,049,757 7
Prepayments 4,6.(11) 59,086 1 45,339 —
Other current assets 12,222 — 24,611 —
Other financial assets-Current 8 26,555 — 154,226 1
Total current assets 5,610,556 39 5,755,448 36

Non-current assets
Financial asset at fair value through profit or loss-Non current 4,6.(6) 6,486 — — —
Financial assets at fair value through other comprehensive income-Non current 4,6.(7) 107,232 1 226,860 2
Investments accounted for using the equity method 4,6.(8), 8 909,446 6 1,117,589 7
Property, plant, and equipment 4,6.(9), 8 5,246,877 37 6,220,127 39
Right-of-use asset 4,6.(22) 166,568 1 159,535 1
Intangible assets 4,6.(10) 34,553 — 58,192 —
Deferred income tax assets 4, 6.(26) 1,549,088 11 1,546,059 10
Prepayment for equipment 4,6.(11) 107,304 1 151,424 1
Refundable deposits 8 147,340 1 136,251 1
Long-term receivables-Affiliates 4,6.(12), 7 476,298 3 496,399 3
Other non-current assets 4 2,176 — 4,281 —
Total non-current assets 8,753,368 61 10,116,717 64
Total assets $14,363,924 100 $15,872,165 100

(The accompanying notes are an integral part of the financial statements.)
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English Translation of Financial Statements Originally Issued in Chinese

ORIENT SEMICONDUCTOR ELECTRONICS LIMITED
PARENT COMPANY ONLY BALANCE SHEETS

As of December 31, 2020 and 2019

(Amounts expressed in Thousands of New Taiwan Dollars)

December 31, 2020 December 31, 2019
Items Notes
Amount % Amount %
Current liabilities
Short-term loans 6.(13) $1,101,572 8 $2,373,766 15
Short-term notes payable 6.(14) — — 379,210 2
Contract Liabilities-Current 4, 6.(20) 25,365 — 27,845 —
Notes payable 14,608 — 54,503 —
Accounts payable-Non Affiliates 2,210,032 16 2,923,081 19
Accounts payable-Affiliates 7 21,299 — 209,377 1
Other payablese-Non Affiliates 716,115 5 986,972 6
Other payablese-Affiliates 7 603 — — —
Lease liabilities-Current 4,6.(22) 14,882 — 13,864
Current portion of long-term loans 6.(15) 241,600 2 1,190,490 8
Other current liabilities 190,314 1 114,307 1
Total current liabilities 4,536,390 32 8,273,415 52
Non-current liabilities
Long-term loans 6.(15) 620,000 4 904,836 6
Deferred tax liabilities 4,6.(26) 7,346 — 31,272 —
Lease liabilities-Non current 4,6.(22) 153,193 1 146,759 1
Preferred stock liabilities-Non current 4,6.(17) 1,006,485 7 — —
Net defined benefit liabilities-Non current 4,6.(16) 384,246 3 430,850 3
Deposits received 4 3,424 — 3,474 —
Credit balance for investments accounted for using equity method 4,6.(8) 50,072 — 15,404 —
Total non-current liabilities 2,224,766 15 1,532,595 10
Total liabilities 6,761,156 47 9,806,010 62
Equity 4,6.(18)
Capital
Common stock 5,570,425 39 5,573,285 35
Preferred stock 1,801,800 13 — —
Total capital stock 7,372,225 52 5,573,285 35
Additional paid-in capital 220,723 1 45,711 —
Retained earnings
Legal reserve 53,719 — — —
Special reserve 18,730 — — —
Undistributed earinings 88,258 1 537,191 3
Total retained earnings 160,707 1 537,191 3
Other Components of Equity (150,887) (1) (90,032) —
Total stockholders' equity 7,602,768 53 6,066,155 38
Total liabilities and stockholders' equity $14,363,924 100 $15,872,165 100

(The accompanying notes are an integral part of the financial statements.)
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English Translation of Financial Statements Originally Issued in Chinese
ORIENT SEMICONDUCTOR ELECTRONICS LIMITED
PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME
For the Years Ended December 31, 2020 and 2019

(Amounts expressed in Thousands of New Taiwan Dollars)

2020 2019
Items Notes
Amount % Amount %
Net revenue 4,6.(20), 7 $13,567,698 100 $17,235,914 100
Cost of goods sold 4,6.(5), 6.(23) (12,900,897) | (95) (15,538,410) (90)
Gross profit 666,801 5 1,697,504 10
Operating expenses 4,6.(23)
Selling and administration expenses (528,340) (@) (648,531) 4)
Research and development expenses (267,325) 2) (278,307) 2)
Expected credit (gains) losses 4,6.(21) 3,488 — (7,714)
Subtotal (792,177) (6) (934,552) (6)
Net other operating income and expenses 1,015 — 357
Operating (loss) income (124,361) (1) 763,309 4
Non-operating income and expenses 6.(24)
Interest revenue 10,324 - 10,833 -
Other income 72,328 1 41,836
Other gains and losses (73,996) 1) (7,771) —
Financial costs (73,906) 1) (113,801)
Expected credit gains (losses) 4,6.(21) 1,148 — (1,148) —
Share of profits of associates and joint ventures under equity method 4,6.(8) (56,930) — 40,743
Subtotal (121,032) 1) (29,308) —
Pretax (loss) income (245,393) 2) 734,001 4
Income tax (expense) 4, 6.(26) (20,730) — (146,041) (1)
Net (loss) income (266,123) (2) 587,960 3
Other comprehensive income (loss) 4,6.(25)
Items that will not be reclassified subsequently to profit or loss:
Remeasurements of defined benefit plans (34,730) — (8,772)
Unrealized gains or losses on financial assets measured at fair value (119,628) 1) (8,018) —
through other comprehensive income
Income tax related to items that will not be reclassified 30,872 - 2,170 -
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operations (23,475) — (18,965) —
Share of other comprehensive income of associates and joint ventures 272 — 1,081
Income tax related to items that may be reclassified 4,695 — 3,793 —
Total other comprehensive income (loss), net of tax (141,994) (1) (28,711)
Total comprehensive income (loss) ($408,117) (3) $559,249 3
Basic (losses) earnings per share (Expressed in NTD) 4,6.(27) ($0.48) $1.06
Diluted (losses) earnings per share (Expressed in NTD) 4,6.(27) ($0.48) $1.06

(The accompanying notes are an integral part of the financial statements.)




English Translation of Financial Statements Originally Issued in Chinese
ORIENT SEMICONDUCTOR ELECTRONICS LIMITED

PARENT COMPANY ONLY STATEMENTS OF CHANGES IN EQUITY

For the Years Ended December 31, 2020 and 2019

(Amounts expressed in Thousands of New Taiwan Dollars)

Capital stock Retained earnings Other equity
Unrealized gains or
Items Capitla Surplus Undistributed ‘Exchange losses on financial Total Equity
Common stock Preferred stock Legal reserve Special reserve earinings dlfferem_:es on ass.,ets measured at | Employee Upearned
translation of fair value through Benefit
foreign operations | other comprehensive
income

Balance as of January 1, 2019 $5,523,285 — $20,104 - — ($44,832) ($20,095) $24,138 — $5,502,600
Share of changes in net assets of associates and joint ventures accounted for using the equity method — — (122) — — — — — — (122)
Income for the years ended December 31, 2019 — - - — - 587,960 - - - 587,960
Other comprehensive income (loss) for the years ended December 31, 2019 — — — — — (5,937) (15,172) (7,602) — (28,711)
Total comprehensive income (loss) — — — — — 582,023 (15,172) (7,602) — 559,249
Share-based payment transaction 50,000 — 25,729 — — — — — ($71,301) 4,428
Balance as of December 31, 2019 $5,573,285 — $45,711 - — $537,191 ($35,267) $16,536 ($71,301) $6,066,155
Balance as of January 1, 2020 $5,573,285 — $45,711 - — $537,191 ($35,267) $16,536 ($71,301) $6,066,155
Appropriation and distribution of 2019 retained earnings:

Legal reserve — — — $53,719 — (53,719) — — — —

Special reserve — — — — $18,730 (18,730) — — — —

Cash dividends — — — — — (82,849) — — — (82,849)
(Loss) for the years ended December 31, 2020 — — — — — (266,123) — — — (266,123)
Other comprehensive income (loss) for the years ended December 31, 2020 — — — — — (27,512) (18,780) (95,702) — (141,994)
Total comprehensive income (loss) — — — — — (293,635) (18,780) (95,702) — (408,117)
Preferred stocks issued — $1,801,800 198,198 — — — — — — 1,999,998
Share-based payment transaction (2,860) — (23,186) — — — — — 53,627 27,581
Balance as of December 31, 2020 $5,570,425 $1,801,800 $220,723 $53,719 $18,730 $88,258 ($54,047) ($79,166) ($17,674) $7,602,768

(The accompanying notes are an integral part of the financial statements.)
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English Translation of Financial Statements Originally Issued in Chinese
ORIENT SEMICONDUCTOR ELECTRONICS LIMITED

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2020 and 2019
(Amounts expressed in Thousands of New Taiwan Dollars)

ltems 2020 2019 ltems 2020 2019
Amount Amount Amount Amount
Cash flows from operating activities: Cash flows from investing activities:
Pretax (loss) income ($245,393) $734,001 Acqusition of financial assets measured at amortized cost (131,045) —
Adjustments to reconcile net loss before tax to net Acqusition of property, plant and equipment (458,626) (723,348)
The profit or loss items which did not affect cash flows: Disposal of property, plant and equipment 3,309 43,900
Depreciation 1,420,968 1,446,034 (Increase) in refundable deposits (11,089) —
Amortization 51,156 65,235 Decrease in refundable deposits — 32,177
Expected credit (gain) loss (4,636) 8,862 Acqusition of intangible assets (20,316) (32,657)
Interest expense 73,906 113,801 Decrease in long-term receivables 20,101 3,002
Interest revenue (10,324) (10,833) Dividends received 151,475 —
Compensation costs of shared-based payment 27,581 4,428 Net cash (used in) investing activities (446,191) (676,926)
Share of loss (profit) of associates accounted for using the equity method 56,930 (40,743)
(Gain) on disposal of property, plant and equipment (3,384) (41,191) |Cash flows from financing activities:
Others-(Gain) on lease modifications (1,015) (356) (Decrease) in short-term loans (1,272,327) (433,155)
Others-Loss on disposal and allowance for inventory valuation 45,648 110,113 Increase in short-term notes payable — 379,210
Changes in operating assets and liabilities: (Decrease) in short-term notes payable (379,210) (349,610)
(Increase) Decrease in contract assets (1,843) 122,702 Increase in long-term loans 1,738,149 1,300,000
Decrease in notes receivable 918 8,740 Repayment of long-term loans (2,976,291) (2,262,010)
Decrease (Increase) in accounts receivable-non affiliates 287,438 (75,474) Preferred stock liabilities issued 999,999 —
(Increase) Decrease in accounts receivable-affiliates (364) 465,978 Increase in guarantee deposits received — 50
Decrease in other receivable-non affiliates 7,962 18,698 (Decrease) in guarantee deposits received (50) —
(Increase) Decrease in other receivable-affiliates (5,532) 28,627 Increase in other payable-Affiliates 603 —
(Increase) Decrease in inventories (13,473) 94,214 Repayment of lease liabilities (15,684) (18,794)
(Increase) Decrease in prepayments (2,064) 22,429 Cash dividends (82,849) —
Decrease in other current assets 12,398 13,267 Preferred stock issued 1,999,998 —
Decrease in other non-current assets 596 766 Interset paid (75,848) (116,497)
(Decrease) Increase in contract liabilities (2,480) 12,695 Other financing activities 127,671 89,389
(Decrease) in notes payable-non affiliates (39,895) (7,695) Net cash provided by (used in) financing activities 64,161 (1,411,417)
(Decrease) in accounts payable-non affiliates (713,049) (174,183)
(Decrease) Increase in accounts payable-affiliates (188,078) 67,206
Increase in other payable 1,942 2,696 |Net Increase in cash and cash equivalents 150,520 935,549
(Decrease) Increase in other current liabilities (135,539) 103,616 |Cash and cash equivalents, beginning of period 1,491,029 555,480
(Decrease) in net defined benefit liabilities (81,334) (73,818) |Cash and cash equivalents, end of period $1,641,549 $1,491,029
Cash generated from operation 539,040 3,019,815
Interest received 5,628 4,418
Income tax paid (12,118) (341)
Net cash provided by operating activities 532,550 3,023,892

(The accompanying notes are an integral part of the financial statements.)
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English Trandation of Financial Statements Originally Issued in Chinese
ORIENT SEMICONDUCTOR ELECTRONICS LIMITED
NOTES TO PARENT COMPANY ONLY FINANCIAL STATEMENTS
December 31, 2020 and 2019
(Unlessotherwise gated, dl amounts are expressed in thousends of New Taiwan Dallars)

1. ORGANIZATION AND OPERATION

Orient Semiconductor Electronics Limited (the Company) was incorporated as a company limited by shares
under the provisions of the Company Law of the Republic of China in June 1971. The Company was
registered in Kaohsiung City and the registered address is 9 Central 3Rd St. N.E.P.Z., Kaohsiung, Taiwan,
11, R.O.C. The principa activity of the Company isto engage in the manufacture, assembly, processing and
sale of integrated circuits, parts for semiconductors, computer motherboards and related products. The
Company’s shares commenced trading in the Taiwan stock exchange market in April 1994.

As of December 31, 2020, the Company’s current liabilities and current assets were $4,536,390 thousand
and $5,610,556 thousand, respectively. The current ratio was 123.68%. The Company has devoted to
adjusting its product structure. The Company keeps making aprofit and improving financial structure.

2. DATE AND PROCEDURES OF AUTHORIZATION OF FINANCIAL STATEMENTS FOR ISSUE

The parent company only financial statements of the Company for the years ended December 31, 2020 and
2019 were authorized for issue by the Board of Directors on March 10, 2021.

3. NEWLY ISSUED OR REVISED STANDARDSAND INTERPRETATIONS

(1) Changes in accounting policies resulting from applying for the first time certain standards and
amendments

The Company applied for the firgt time International Financial Reporting Standards, International
Accounting Standards, and I nterpretati onsissued, revised or anended which are recognized by Financial
Supervisory Commission (“FSC”) and become effective for annual periods beginning on or after January
1, 2020. Apart from the nature and impact of the new standard and amendment is described below, the
remaining new standards and amendments had no material impact on the Company.

(@) Covid-19-Related Rent Concessions (Amendment to IFRS 16)

The Company elected to early apply Covid-19-Related Rent Concessions (Amendment to IFRS 16)
which isrecognized by FSC for annual periods beginning on or after January 1, 2020, and in accordance
with the requirements of the transition. For the rent concession arising as a direct consequence of the
covid-19 pandemic, the Company e ected not to assess whether it is alease modification but accounted
it as avariable lease payment. Please refer to Note 6 for disclosure related to the lessee which required
by the amendment.



(2) Standards or interpretations issued, revised or amended, by Internationa Accounting Standards Board
(“lASB”) which are endorsed by FSC, but not yet adopted by the Company as at the end of the reporting
period are listed below:

Effective Date
Items | New, Revised or Amended Standards and I nterpretations issued by IASB

a Interest Rate Benchmark Reform - Phase 2 (Amendmentsto | January 1, 2021
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)

() Interest Rate Benchmark Reform - Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16)

Thefinal phase anendments mainly relate to the effects of the interest rate benchmark reform on the
companies financia statements.

A. A company will not have to derecognise or adjust the carrying amount of financial instruments for
changes to contractual cash flows as required by the reform, but will instead update the effective
interest rate to reflect the change to the alternative benchmark rate;

B. A company will not have to discontinue its hedge accounting solely because it makes changes
required by the reform, if the hedge meets other hedge accounting criteria; and

C. A company will be required to disclose information about new risks arising from the reform and
how it manages the transition to alternative benchmark rates.

The abovementioned amendments that are applicable for annual periods beginning on or after January
1, 2021 have no material impact on the Company.

(3) Standards or interpretations issued, revised or amended, by International Accounting Standards Board
(“lASB”) which are not endorsed by FSC, but not yet adopted by the Company as at the end of the
reporting period are listed below.

Effective Date
Items | New, Revised or Amended Standards and Interpretations issued by IASB
a IFRS 10 “Consolidated Financial Statements” and IAS28 | To be determined
“Investments in Associates and Joint Ventures” — Sale or by IASB
Contribution of Assets between an Investor and its
Associate or Joint Ventures
IFRS 17 “Insurance Contracts” January 1, 2023
Classification of Liabilities as Current or Non-current — | January 1, 2023
Amendmentsto IAS 1
d Narrow-scope amendments of IFRS, including Amendments | January 1, 2022
to IFRS 3, Amendments to IAS 16, Amendmentsto IAS 37
and the Annual Improvements
e Disclosure Initiative - Accounting Policies— Amendmentsto | January 1, 2023
IAS1
f Definition of Accounting Estimates— Amendmentsto IAS8 | January 1, 2023




(@

(b)

IFRS 10“Consolidated Financial Statements” and IAS 28“Investments in Associates and Joint
Ventures” — Sale or Contribution of Assets between an Investor and its Associate or Joint Ventures

The amendments address the inconsistency between the requirements in IFRS 10 Consolidated
Financial Statementsand IAS 28 Investmentsin Associates and Joint Ventures, in dealing with the
loss of control of asubsidiary that is contributed to an associate or ajoint venture. IAS 28 restricts
gains and losses arising from contributions of non-monetary assetsto an associate or ajoint venture
to the extent of the interest attributable to the other equity holdersin the associate or joint ventures.
IFRS 10 requires full profit or loss recognition on the loss of control of the subsidiary. IAS 28 was
amended so that the gain or loss resulting from the sale or contribution of assets that constitute a
business as defined in IFRS 3 between an investor and its associate or joint venture is recognized
infull.

IFRS 10 was also amended so that the gains or loss resulting from the sale or contribution of a
subsidiary that does not constitute a business as defined in IFRS 3 between an investor and its
associate or joint venture is recognized only to the extent of the unrelated investors’ interestsin the
associate or joint venture.

IFRS 17 “Insurance Contracts”

IFRS 17 provides a comprehensive model for insurance contracts, covering al relevant accounting
aspects (including recognition, measurement, presentation and disclosure requirements). The core
of IFRS 17 isthe General (building block) Model, under thismodel, oninitial recognition, an entity
shall measure a Company of insurance contracts at the total of the fulfilment cash flows and the
contractual service margin. The fulfilment cash flows comprise of the following:

() estimates of future cash flows;

(b) Discount rate: an adjustment to reflect the time value of money and the financial risks related to
the future cash flows, to the extent that the financial risks are not included in the estimates of
the future cash flows; and

(c) arisk adjustment for non-financial risk.

The carrying amount of a Company of insurance contracts at the end of each reporting period shall
be the sum of the liability for remaining coverage and the liability for incurred claims. Other than
the Genera Model, the standard also provides a specific adaptation for contracts with direct
participation features (the Variable Fee Approach) and a simplified approach (Premium Allocation
Approach) mainly for short-duration contracts.

IFRS 17 was issued in May 2017 and it was amended in June 2020. The amendments include
deferral of the date of initia application of IFRS 17 by two years to annual beginning on or after
January 1, 2023 (from the original effective date of January 1, 2021); provide additional transition
reliefs; simplify some requirements to reduce the costs of applying IFRS 17 and revise some
reguirements to make the results easier to explain. IFRS 17 replaces an interim Standard — IFRS 4
Insurance Contracts — from annual reporting periods beginning on or after January 1, 2023.

NQN



(c) Classification of Liabilities as Current or Non-current — Amendmentsto IAS 1

These are the amendments to paragraphs 69-76 of IAS 1 Presentation of Financial statements and
the amended paragraphs related to the classification of liabilities as current or non-current.

(d) Narrow-scope amendments of 1FRS, including Amendments to IFRS 3, Amendments to IAS 16,
Amendmentsto IAS 37 and the Annual Improvements

A. Updating a Reference to the Conceptual Framework (Amendmentsto |FRS 3)

The amendments updated |FRS 3 by replacing areference to an old version of the Conceptual
Framework for Financial Reporting with areferenceto the latest version, which wasissued in
March 2018. The amendments also added an exception to the recognition principle of IFRS 3
to avoid the issue of potential “day 2” gains or losses arising for liabilities and contingent
liabilities. Besides, the amendments clarify existing guidance in IFRS 3 for contingent assets
that would not be affected by replacing the reference to the Conceptua Framework.

B. Property, Plant and Equipment: Proceeds before Intended Use (Amendmentsto IAS 16)
The amendments prohibit a company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while the company is preparing the

asset for its intended use. Instead, a company will recognise such sales proceeds and related
cost in profit or loss.

C. Onerous Contracts - Cost of Fulfilling a Contract (Amendmentsto IAS 37)

The amendments clarify what costs a company should include as the cost of fulfilling a
contract when assessing whether a contract is onerous.

D. Annual Improvements to |FRS Standards 2018 - 2020
Amendment to IFRS 1

The amendment simplifies the application of IFRS 1 by asubsidiary that becomes afirst-time
adopter after its parent in relation to the measurement of cumulative trandation differences.

Amendment to IFRS 9 Financia Instruments

The amendment clarifies the fees a company includes when ng whether the terms of a
new or modified financial liability are substantially different from the terms of the origina
financial liability.

Amendment to Illustrative Examples Accompanying IFRS 16 L eases
The amendment to Illustrative Example 13 accompanying IFRS 16 modifies the treatment of
lease incentives relating to lessee’s |easehold improvements.




Amendment to IAS 41
The amendment removes a requirement to exclude cash flows from taxation when measuring

fair value thereby aligning the fair value measurement requirements in IAS 41 with those in
other IFRS Standards.

(e) Disclosure Initiative - Accounting Policies— Amendmentsto IAS 1

The amendments improve accounting policy disclosures that to provide more useful information to
investors and other primary users of the financia statements.

(f) Definition of Accounting Estimates — Amendmentsto IAS 8

The amendments introduce the definition of accounting estimates and included other amendments
to IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors to help companies
distinguish changesin accounting estimates from changes in accounting policies.

The abovementioned standards and interpretations issued by |ASB have not yet endorsed by FSC at the
date when the Company’s financial statements were authorized for issue, the local effective dates areto
be determined by FSC. All other standards and interpretations have no material impact on the Company.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

D

2

Statement of compliance

The parent company only financia statements for the years ended December 31, 2020 and 2019 have
been prepared in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities | ssuers (“the Regul ations”).

Basis of preparation

When preparing the parent company only financial statements, the Company account for subsidiaries
and associates by using the equity method. In order to agree with the amount of net income, other
comprehensive income and equity attributable to shareholders of the parent in the consolidated financial
statements, the differences of the accounting treatment between the parent company only basis and the
consolidated basis are adjusted under the heading of investments accounted for using equity method,
share of profits of subsidiaries and associates and share of other comprehensive income of subsidiaries
and associates in the parent company only financia statements.

The parent company only financia statements have been prepared on a historical cost basis, except for

financial instruments that have been measured at fair value. The PARENT COMPANY ONLY financia
statements are expressed in thousands of New Taiwan Dollars (“NT$”) unless otherwise stated.



©)

(4)

Foreign currency transactions

The parent company only financial statements are presented in NT$, which is also the Company’s
functional currency. Each entity in The Company determines its own functional currency and items
included in the financial statements of each entity are measured using that functional currency.

Transactions in foreign currencies are initially recorded by The Company entities at their respective
functional currency rates prevailing at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are retrandated at the functiona currency closing rate of exchange
ruling at the reporting date. Non-monetary items measured at fair value in a foreign currency are
trandlated using the exchange rates at the date when the fair value is determined. Non-monetary items
that are measured at historical cost in aforeign currency are trandated using the exchange rates as at the
dates of theinitial transactions.

All exchange differences arising on the settlement of monetary items or on trandating monetary items

are taken to profit or loss in the period in which they arise except for the following:

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

(b) Foreign currency items within the scope of IAS 39 Financia Instruments. Recognition and
M easurement are accounted for based on the accounting policy for financial instruments.

(c) Exchangedifferencesarising on amonetary item that forms part of areporting entity’s net investment
in aforeign operation is recognized initially in other comprehensive income and reclassified from
equity to profit or loss on disposal of the net investment.

When again or loss on anon-monetary item is recognized in other comprehensiveincome, any exchange
component of that gain or lossis recognized in other comprehensive income. When again or losson a
non-monetary item is recognized in profit or loss, any exchange component of that gain or loss is
recognized in profit or l0ss.

Trandation of financial statementsin foreign currency

The assets and liabilities of foreign operations are trandated into NT$ at the closing rate of exchange
prevailing at the reporting date and their income and expenses are trandated at an average rate for the
period. The exchange differences arising on the trandation are recognized in other comprehensive
income. On the disposal of a foreign operation, the cumulative amount of the exchange differences
relating to that foreign operation, recognized in other comprehensive income and accumulated in the
separate component of equity, isreclassified from equity to profit or losswhen the gain or losson disposal
is recognized.

On the partia disposal of asubsidiary that includes a foreign operation that does not result in aloss of
control, the proportionate share of the cumul ative amount of the exchange differencesrecognized in other
comprehensiveincomeisre-attributed to the non-controlling interestsin that foreign operation. In partia
disposal of an associate or joint arrangement that includes a foreign operation that does not result in a
loss of significant influence or joint control, only the proportionate share of the cumulative amount of
the exchange differences recognized in other comprehensive incomeis reclassified to profit or loss.
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(6)

()

Any goodwill and any fair value adjustments to the carrying amounts of assets and liabilities arising on
the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation and
expressed in its functional currency.

Current and non-current distinction

An asset is classified as current when:

(@) The Company expects to realize the asset, or intends to sell or consumeit, in its normal operating
cycle.

(b) The Company holds the asset primarily for the purpose of trading.

(c) The Company expectsto realize the asset within twelve months after the reporting period.

(d) The asset is cash or cash equivaent unless the asset is restricted from being exchanged or used to
settle aliability for at least twelve months after the reporting period.

All other assets are classified as non-current.

A liability is classified as current when:

(d) The Company expects to settle the liability in its normal operating cycle.

(b) The Company holds the liability primarily for the purpose of trading.

(c) Theliability isdueto be settled within twelve months after the reporting period.

(d) The Company does not have an unconditional right to defer settlement of the liability for at least
twelve months after the reporting period. 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.

All other liabilities are classified as non-current.

Cash and cash equivaents

Cash and cash equivalents comprises cash on hand, demand deposits and short-term, highly liquid time
deposits (including ones that have maturity within three months) or investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changesin value.

Financia instruments

Financial assets and financia liabilities are recognized when the Company becomes a party to the
contractual provisions of the instrument.

Financia assets and financial liabilities within the scope of IFRS 9 Financial I nstruments are recognized

initialy at fair value plus or minus, in the case of investments not at fair value through profit or loss,
directly attributable transaction costs.



Financial instruments. Recognition and Measurement

The Company accounts for regular way purchase or sales of financial assets on the trade date.

The Company classified financial assets as subsequently measured at amortized cost, fair value through
other comprehensive income or fair value through profit or loss considering both factors below:

(a) the Company’s business mode for managing the financial assets and
(b) the contractual cash flow characteristics of the financial asset.

Financial assets measured at amortized cost

A financial asset ismeasured at amortized cost if both of the following conditions are met and presented
as note receivables, trade receivables financial assets measured at amortized cost and other receivables
etc., on balance sheet as at the reporting date:

(a) thefinancial asset is held within a business model whose objective isto hold financial assetsin
order to collect contractual cash flowsand

(b) the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

Such financial assets are subsequently measured at amortized cost (the amount at which the financial
asset is measured at initial recognition minus the principa repayments, plus or minus the cumulative
amortization using the effective interest method of any difference between the initial amount and the
maturity amount and adjusted for any loss allowance) and is not part of a hedging relationship. A gain
or lossisrecognized in profit or loss when the financial asset is derecognized, through the amortization
process or in order to recognize the impairment gains or losses.

Interest revenue is calculated by using the effective interest method. Thisis calculated by applying the
effective interest rate to the gross carrying amount of afinancial asset except for:

(a) purchased or originated credit-impaired financial assets. For those financial assets, the Company
applies the credit-adjusted effective interest rate to the amortized cost of the financial asset from
initial recognition.

(b) financial assets that are not purchased or originated credit-impaired financia assets but subsequently
have become credit-impaired financial assets. For those financial assets, the Company applies the
effective interest rate to the amortized cost of the financial asset in subsequent reporting periods.



Financial asset measured at fair value through other comprehensive income

A financial asset is measured at fair value through other comprehensive income if both of the following
conditions are met:

(a) the financia asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets and

(b) the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Recognition of gain or loss on a financial asset measured at fair value through other comprehensive
income are described as below:

(@) A gain or loss on a financial asset measured at fair value through other comprehensive income
recognized in other comprehensive income, except for impairment gains or losses and foreign
exchange gains and losses, until the financial asset is derecognized or reclassified.

(b) When the financial asset is derecognized the cumulative gain or loss previously recognized in other
comprehensive income is reclassified from equity to profit or loss as areclassification adjustment.

(c) Interest revenue is calculated by using the effective interest method. This is calculated by applying
the effective interest rate to the gross carrying amount of afinancial asset except for:

i. Purchased or originated credit-impaired financial assets. For those financial assets, the Company
appliesthe credit-adjusted effectiveinterest rate to the amortized cost of thefinancial asset frominitia
recognition.

ii. Financial assetsthat are not purchased or originated credit-impaired financial assets but subsequently
have become credit-impaired financial assets. For those financial assets, the Company applies the
effective interest rate to the amortized cost of the financial asset in subsequent reporting periods.

Besides, at initial recognition, the Company makes an irrevocable election to present in other
comprehensive income subsequent changes in the fair value of an investment in an equity instrument
within the scope of IFRS 9 that is neither held for trading nor contingent consideration recognized by an
acquirer in abusiness combination to which IFRS 3 applies. Amounts presented in other comprehensive
income are not subsequently transferred to profit or loss (when disposal of such equity instrument, its
cumulated amount included in other components of equity istransferred directly to the retained earnings)
and should be recorded as financial assets measured at fair value through other comprehensive income
on balance sheet. Dividends on such investment are recognized in profit or loss unless the dividends
clearly represents arecovery of part of the cost of investment.



Financial asset measured at fair value through profit or loss

Financial assets were measured at amortized cost or measured at fair value through other comprehensive
income only if they met particular conditions. All other financial assets were measured at fair value
through profit or |oss and presented on the bal ance sheet asfinancial assets measured at fair valuethrough
profit or loss and trade receivables.

Financial assets at fair value through profit or loss are measured at fair value with changesin fair value
recognized in profit or loss. Dividends or interests on financial assets at fair value through profit or loss
are recognized in profit or loss (including those received during the period of initial investment).

Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses on debt instrument investments
measured at fair value through other comprehensive income and financial asset measured at amortized
cost. The loss allowance on debt instrument investments measured at fair value through other
comprehensiveincomeisrecognized in other comprehensiveincome and not reduce the carrying amount
in the statement of financial position.

The Company measures expected credit losses of afinancial instrument in away that reflects:

(a) an unbiased and probability-weighted amount that is determined by evauating a range of possible
outcomes,

(b) the time value of money; and

(c) reasonable and supportable information that is available without undue cost or effort at the reporting
date about past events, current conditions and forecasts of future economic conditions.

The loss allowance is measures as follow:

() At an amount equal to 12-month expected credit losses: the credit risk on a financial asset has not
increased significantly since initia recognition or the financial asset is determined to have low credit
risk at the reporting date. In addition, the Company measures the |oss allowance at an amount equal
to lifetime expected credit losses in the previous reporting period, but determines at the current
reporting date that the credit risk on a financial asset has increased significantly since initia
recognition is no longer met.

(b) At an amount equal to the lifetime expected credit losses: the credit risk on a financial asset has
increased significantly since initial recognition or financial asset that is purchased or originated
credit-impaired financial asset.

(c) For trade receivables or contract assets arising from transactions within the scope of IFRS 15, the
Company measures the loss allowance at an amount equal to lifetime expected credit losses.

(d) For lease receivables arising from transactions within the scope of IFRS 16 (before January 1, 2020:
IAS 17), the Company measures the loss allowance at an amount equal to lifetime expected credit
losses.



At each reporting date, the Company needs to assess whether the credit risk on a financial asset has
increased significantly since initial recognition by comparing the risk of a default occurring at the
reporting date and the risk of default occurring at initial recognition. Please refer to Note 12 for further
details on credit risk.

Derecognition of financial assets

A financia asset is derecognized when:

(a) Therights to receive cash flows from the asset have expired.

(b) The Company has transferred the asset and substantially all the risks and rewards of the asset have
been transferred.

(c) The Company has neither transferred nor retained substantialy all the risks and rewards of the asset,
but has transferred control of the asset.

On derecognition of afinancia asset in its entirety, the difference between the carrying amount and the

consideration received or receivable including any cumulative gain or loss that had been recognized in

other comprehensive income, is recognized in profit or loss.

Financial liabilities and equity

Classification between liabilities or equity

The Company classifies the instrument issued as a financia liability or an equity instrument in
accordance with the substance of the contractual arrangement and the definitions of afinancial liability,
and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. The transaction costs of an equity transaction are accounted for as a
deduction from equity (net of any related income tax benefit) to the extent they are incremental costs
directly attributable to the equity transaction that otherwise would have been avoided.

Financial liabilities

Financial liabilities within the scope of IFRS 9 Financial Instruments are classified asfinancial liabilities
at fair vaue through profit or loss or financial liabilities measured at amortized cost upon initial
recognition.



Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value through profit or loss. A financial
liability is classified as held for trading if:

() itisacquired or incurred principally for the purpose of selling or repurchasing it in the near term;
(b) on initia recognition it is part of a portfolio of identified financial instruments that are managed
together and for which there is evidence of arecent actual pattern of short-term profit-taking; or
(c) it is a derivative (except for a derivative that is a financia guarantee contract or a designated and

effective hedging instrument).

If acontract contains one or more embedded derivatives, the entire hybrid (combined) contract may be
designated as a financial liability at fair value through profit or loss; or a financid liability may be
designated as at fair value through profit or loss when doing so results in more relevant information,
because either:

(a) it eliminates or significantly reduces a measurement or recognition inconsistency; or

(b) Company of financial assets, financia liabilities or both is managed and its performanceis eval uated
on afair value basis, in accordance with a documented risk management or investment strategy, and
information about the Company is provided internally on that basis to the key management personnel.

Gains or losses on the subsequent measurement of liabilities at fair value through profit or lossincluding
interest paid are recognized in profit or loss.

Financial liabilities at amortized cost

Financial liabilities measured at amortized cost include interest bearing loans and borrowings that are
subsequently measured using the effective interest rate method after initial recognition. Gains and losses
are recognized in profit or loss when the liabilities are derecognized as well as through the effective
interest rate method amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or
transaction costs.

Derecognition of financia liabilities

A financid liability is derecognized when the obligation under the liability is discharged or cancelled or
expires.



©)

When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified (whether or not attributable to the
financia difficulty of the debtor), such an exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the difference in the respective carrying
amounts and the consideration paid, including any non-cash assets transferred or liabilities assumed, is

recognized in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet if,
and only if, there is a currently enforceable legal right to offset the recognized amounts and there is an
intention to settle on a net basis, or to realize the assets and settle the liabilities simultaneously.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer aliability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based

on the presumption that the transaction to sell the asset or transfer the liability takes place either:

(a) Inthe principal market for the asset or liability, or
(b) In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by The Company.

Thefair value of an asset or aliability is measured using the assumptions that market participants would

use when pricing the asset or liability, assuming that market participantsin their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefitsby using the asset inits highest and best use or by sdlling it to another market
participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which

sufficient data are available to measure fair value, maximizing the use of relevant observable inputs and

minimizing the use of unobservable inputs.



(9) Inventories

Inventories are valued at the lower of cost and net realizable valueitem by item. Cost incurred in bringing
each product to its present location and condition are accounted for as follows:

Raw materias — Purchase cost on an average basis
Finished goodsand work in — Cogt of direct materials and labor and a proportion of
Progress manufacturing overheads based on normal operating

capacity on weighted average cost basis

Net realizable valueisthe estimated selling price in the ordinary course of business less estimated costs
of completion and the estimated costs necessary to make the sale.

Rendering of servicesis accounted in accordance with IFRS 15 and not within the scope of inventories.
(20) Non-current assets held for sale and discontinued operations

Non-current assets and disposal Company s are classified as held for sale if their carrying amounts will
be recovered through a sale transaction that is highly probable within one year from the date of
classification and the asset or disposal Company is available for immediate sale in its present condition.
Non-current assets and disposal Company s classified as held for sale are measured at the lower of their
carrying amount and fair value less costs to sell.

In the consolidated income statement of the reporting period, and of the comparable period of the
previousyear, income and expenses from discontinued operations are reported separate from income and
expenses from continuing activities, down to the level of profit after taxes, even when the Company
retains a non-controlling interest in the subsidiary after the sale. The resulting profit or loss (after taxes)
is reported separately in the income statement.

Property, plant and equipment and intangible assets once classified as held for sale are not depreciated
or amortized.

(11) Investments accounted for using the equity method

The Company’sinvestment in its associate is accounted for using the equity method. An associate is an
entity in which the Company has significant influence.

Under the equity method, the investment in the associate is carried in the balance sheet at cost and
adjusted thereafter for the post-acquisition change in the Company’s share of net assets of the associate.
After the interest in the associate is reduced to zero, additional losses are provided for, and aliability is
recognized, only to the extent that the Company has incurred legal or constructive obligations or made
payments on behalf of the associate. Unrealized gains and losses resulting from transactions between
the Company and the associate are eliminated to the extent of the Company’s related interest in the
associate.



When changes in the net assets of an associate occur and not those that are recognized in profit or loss
or other comprehensive income and do not affects the Company’s percentage of ownership interestsin
the associate, the Company recognizes such changes in equity based on its percentage of ownership
interests. The resulting capital surplus recognized will be reclassified to profit or loss at the time of
disposing the associate on a prorata basis.

When the associate issues new stock, and the Company’sinterest in an associate is reduced or increased
as the Company fails to acquire shares newly issued in the associate proportionately to its original
ownership interest, the increase or decrease in the interest in the associate is recognized in Additional
Paid in Capital and Investment in associate. When the interest in the associate is reduced, the cumulative
amounts previously recognized in other comprehensive income are reclassified to profit or loss or other
appropriate items. The aforementioned capital surplusrecognized isreclassified to profit or losson apro
rata basis when the Company disposes the associate.

The financia statements of the associate are prepared for the same reporting period as the parent
company. Where necessary, adjustments are made to bring the accounting policies in line with those of
the Company.

The Company determines at each reporting date whether there is any objective evidence that the
investment in the associate is impaired in accordance with IFRS 9 Financial Instruments. If thisisthe
casethe Company cal culates the amount of impairment asthe difference between the recoverable amount
of the associate and its carrying value and recognizes the amount in the ‘share of profit or loss of an
associat€ in the statement of comprehensive income in accordance with IAS 36 Impairment of Assets .
In determining the value in use of the investment, the company estimates :

(a) Its share of the present value of the estimated future cash flows expected to be generated by the
associate or joint venture, including the cash flows from the operations of the associate and the
proceeds on the ultimate disposal of the investment; or

(b) The present value of the estimated future cash flows expected to arise from dividends to be received
from the investment and from its ultimate disposal.

Upon loss of significant influence over the associate, the Company measures and recognises any
retaining investment at its fair value. Any difference between the carrying amount of the associate upon
loss of significant influence and the fair value of the retaining investment and proceeds from disposal
arerecognized in profit or l0ss.

Because goodwill that forms part of the carrying amount of an investment in an associate or an

investment in ajoint venture is not separately recognized, it is not tested for impairment separately by
applying the requirements for impairment testing goodwill in IAS 36 Impairment of Assets.



The Company recognizesitsinterest in the jointly controlled entities using the equity method other than
those that meet the criteriato be classified as held for sale. A jointly controlled entity is ajoint venture

that involves the establishment of a corporation, partnership or other entity.

(12) Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. Such cost includes the cost of dismantling and removing theitem and restoring
the site on which it islocated and borrowing costs for construction in progress if the recognition criteria
are met. 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 is depreciated separately. When significant parts of property, plant and
equipment are required to be replaced in intervals, the Company recognized such parts as individual
assets with specific useful lives and depreciation, respectively. The carrying amount of those parts that
are replaced is derecognized in accordance with the derecognition provisions of IAS 16 Property, plant
and equipment. When amagjor inspection is performed, its cost is recognized in the carrying amount of
the plant and equipment as a replacement if the recognition criteria are satisfied. All other repair and

mai ntenance costs are recognized in profit or loss as incurred.

Depreciation is caculated on a straight-line basis over the estimated economic lives of the following
assets:

Buildings 10~51 years
Machinery and equipment 3~12 years
Transportation equipment 5years
Office equipment 5years
Leasehold improvements 5~15years
Other equipment 5years

An item of property, plant and equipment and any significant part initially recognized is derecognized
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or

loss arising on derecognition of the asset is recognized in profit or loss.

The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial year

end and adjusted prospectively, if appropriate.



(13) Investment property

The Company’s owned investment properties are measured initialy at cost, including transaction costs.
The carrying amount includes the cost of replacing part of an existing investment property at the time
that cost isincurred if the recognition criteria are met and excludes the costs of day-to-day servicing of
an investment property. Subsequent to initial recognition, other than those that meet the criteria to be
classified as held for sale (or are included in a disposal Company that is classified as held for sale) in
accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations, investment
properties are measured using the cost model in accordance with the requirements of I1AS 16 Property,
plant and equipment for that model. If investment properties are held by a lessee as right-of-use assets
and is not held for sale in accordance with IFRS 5, investment properties are measured in accordance
with the requirements of IFRS 16.

Investment properties are derecognized when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its
disposal. The difference between the net disposal proceeds and the carrying amount of the asset is
recognized in profit or lossin the period of derecognition.

The Company transfers to or from investment properties when there is a change in use for these assets.

Properties are transferred to or from investment properties when the properties meet, or cease to me«t,
the definition of investment property and there is evidence of the changein use.

(14) Leases

The Company assesses whether the contract is, or contains, alease. A contract is, or contains, alease if
the contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration. To assess whether a contract conveys the right to control the use of an identified asset
for aperiod of time, the Group assesses whether, throughout the period of use, has both of the following:

(a) theright to obtain substantially all of the economic benefits from use of the identified asset; and
(b) theright to direct the use of theidentified asset.

For a contract that is, or contains, a lease, the Company accounts for each lease component within the
contract as a lease separately from non-lease components of the contract. For a contract that contains a
lease component and one or more additional lease or non-lease components, the Company allocates the
consideration in the contract to each lease component on the basis of the relative stand-al one price of the
lease component and the aggregate stand-alone price of the non-lease components. The relative stand-
aone price of lease and non-lease components shall be determined on the basis of the price the lessor,
or asimilar supplier, would charge the Company for that component, or asimilar component, separately.
If an observable stand-alone priceis not readily available, the Company estimates the stand-alone price,
maximising the use of observable information.



Company as alessee

Except for leases that meet and elect short-term leases or leases of low-value assets, the Company
recogni zes right-of-use asset and lease liability for all leases which the Company is the lessee of those
lease contracts.

At the commencement date, the Company measures the lease liability at the present value of the lease
paymentsthat are not paid at that date. The lease payments are discounted using the interest rate implicit
inthelease, if that rate can bereadily determined. If that rate cannot be readily determined, the Company
uses its incremental borrowing rate. At the commencement date, the lease payments included in the
measurement of the lease liability comprise the following payments for the right to use the underlying
asset during the lease term that are not paid at the commencement date:

(@) fixed payments (including in-substance fixed payments), less any lease incentives receivable;

(b) variable lease payments that depend on an index or arate, initially measured using the index or rate
as at the commencement date;

(c) amounts expected to be payabl e by the lessee under residual val ue guarantees,

(d) the exercise price of a purchase option if the Company is reasonably certain to exercise that option;
and

(e) payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an
option to terminate the lease.

After the commencement date, the Company measures the lease liability on an amortised cost basis,
which increases the carrying amount to reflect interest on the lease liability by using an effectiveinterest
method; and reduces the carrying amount to reflect the lease payments made.

At the commencement date, the Company measures the right-of-use asset at cost. The cost of the right-
of -use asset comprises:

(@) the amount of the initial measurement of the lease liahility;

(b) any lease payments made at or before the commencement date, less any |ease incentives received;

(c) any initia direct costsincurred by the lessee; and

(d) an egtimate of costs to be incurred by the lessee in dismantling and removing the underlying asset,
restoring the site on which it is located or restoring the underlying asset to the condition required by
the terms and conditions of the |ease.

For subsequent measurement of the right-of-use asset, the Company measures the right-of-use asset at
cost less any accumulated depreciation and any accumulated impairment losses. That is, the Company
measures the right-of-use applying a cost model.

If the lease transfers ownership of the underlying asset to the Company by the end of the lease term or
if the cost of the right-of-use asset reflects that the Company will exercise a purchase option, the
Company depreciates the right-of -use asset from the commencement date to the end of the useful life of
the underlying asset. Otherwise, the Company depreciates the right-of -use asset from the commencement
dateto the earlier of the end of the useful life of the right-of-use asset or the end of the lease term.



The Company applies IAS 36 “Impairment of Assets” to determine whether the right-of-use asset is
impaired and to account for any impairment loss identified.

Except for those |l eases that the Company accounted for as short-term leases or | eases of |ow-val ue assets,
the Company presents right-of-use assets and |ease liabilitiesin the balance sheet and separately presents
lease-related interest expense and depreciation charge in the statements of comprehensive income.

For short-term leases or leases of low-value assets, the Company elects to recognize the |ease payments
associated with those leases as an expense on either a straight-line basis over the lease term or another
systematic basis.

For the rent concession arising as a direct consequence of the covid-19 pandemic, the Company €l ected
not to assesswhether it isalease modification but accounted it as avariablelease payment. The Company

have applied the practical expedient to all rent concessions that meet the conditions for it.

Company as alessor

At inception of a contract, the Company classifies each of its leases as either an operating lease or a
finance lease. A leaseis classified as afinance lease if it transfers substantialy all the risks and rewards
incidental to ownership of an underlying asset. A lease is classified as an operating lease if it does not
transfer substantially all the risks and rewards incidental to ownership of an underlying asset. At the
commencement date, the Company recognizes assets held under afinance lease in its balance sheet and
present them as a receivable at an amount equal to the net investment in the lease.

For a contract that contains lease components and non-lease components, the Company allocates the
consideration in the contract applying IFRS 15.

The Company recognizes | ease payments from operating leases as rental income on either astraight-line
basis or ancther systematic basis. Variable |ease payments for operating leases that do not depend on an
index or arate are recognized as rental income when incurred.

(15) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination isits fair value as at the date of acquisition. Following initia
recognition, intangible assets are carried at cost less any accumulated amortization and accumul ated
impairment losses, if any. Internaly generated intangible assets, excluding capitalized development
costs, are not capitalized and expenditure is reflected in profit or loss for the year in which the
expenditureisincurred.

The useful lives of intangible assets are assessed as either finite or indefinite.



Intangible assets with finite lives are amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortization
period and the amorti zation method for an intangible asset with a finite useful life are reviewed at least
at the end of each financial year. Changes in the expected useful life or the expected pattern of
consumption of future economic benefits embodied in the asset is accounted for by changing the
amortization period or method, as appropriate, and are treated as changes in accounting estimates.

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually,
either individually or at the cash-generating unit level. The assessment of indefinite life is reviewed
annually to determine whether the indefinite life continues to be supportable. If not, the change in useful
life from indefinite to finite is made on a prospective basis.

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

the asset is derecogni zed.

Research and development costs

Research costs are expensed as incurred. Development expenditures on an individua project are
recognized as an intangible asset when the Company can demonstrate:

(@ Thetechnical feasihility of completing theintangible asset so that it will be available for use or sale
(b) Itsintention to complete and its ability to use or sell the asset

(c) How the asset will generate future economic benefits

(d) Theavailability of resourcesto complete the asset

(e) Theability to measure reliably the expenditure during development.

Following initial recognition of the development expenditure as an asset, the cost model is applied
requiring the asset to be carried at cost less any accumulated amortization and accumul ated impairment
losses. Amortization of the asset begins when development is compl ete and the asset is available for use.
It isamortized over the period of expected future benefit.

A summary of the policies applied to the Company’sintangible assetsis as follows:

Cost of computer software

Useful lives 1~3years
Amortization method used Amortized on a straight-line basis
Internally generated or acquired Acquired



(16) Impairment of non-financial assets

The Company assesses at the end of each reporting period whether there is any indication that an asset
in the scope of 1AS 36 Impairment of Assets may be impaired. If any such indication exists, or when
annual impairment testing for an asset is required, the Company estimates the asset’s recoverable
amount. An asset’srecoverable amount isthe higher of an asset’s or cash-generating unit’s (“CGU”) fair
valueless coststo sell and itsvaluein use and is determined for anindividual asset, unless the asset does
not generate cash inflowsthat are largely independent of those from other assets or companies of assets.
Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previoudly recognized impairment losses may no longer exist or may have decreased. If
such indication exists, the Group estimates the asset’s or cash-generating unit’s recoverable amount. A
previoudy recognized impairment loss is reversed only if there has been an increase in the estimated
service potential of an asset which in turn increases the recoverable amount. However, the reversal is
limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognized for the asset in prior years.

Animpairment loss of continuing operations or areversal of such impairment lossisrecognized in profit
or loss.

(17) Revenue recognition

The Company’s revenue arising from contracts with customers are primarily related to sale of goods and
rendering of services. The accounting policies are explained as follow:

Sale of goods

The Company manufactures and sells machinery. Sales are recognized when control of the goods is
transferred to the customer and the goods are delivered to the customers. The main products of the
Company are integrated circuits, semiconductor devices and computer motherboards, etc and revenueis
recogni zed based on the consideration stated in the contract. For certain sales of goods transactions, they
are usually accompanied by volume discounts (based on the accumulated total sales amount for a
specified period). Therefore, revenue from these sales is recognized based on the price specified in the
contract, net of the estimated volume discounts.

Products manufactured according to customer's agreed specificationsif the customer control sthe product

at the time of creation or enhancement of the product, the Company will gradually recognize revenue
over time.



The Company provides its customer with a warranty with the purchase of the products. The warranty
provides assurance that the product will operate as expected by the customers. And the warranty is
accounted in accordance with IAS 37.

The credit period of the Company's sale of goods isfrom 30 to 150 days. For most of the contracts, when
the Company transfers the goods to customers and has a right to an amount of consideration that is
unconditional, these contracts are recognized as trade receivables. The Company usually collects the
payments shortly after transfer of goods to customers; therefore, there is no significant financing
component to the contract. For some of the contracts, the Company has transferred the goods to
customers but does not has a right to an amount of consideration that is unconditional, these contacts
should be presented as contract assets. Besides, in accordance with IFRS 9, the Company measures the
loss alowance for a contract asset at an amount equal to the lifetime expected credit losses. However,
for some contracts, part of the consideration was received from customers upon signing the contract,
then the Company has the obligation to transfer the goods to customers subsequently; accordingly, these
amounts are recognized as contract liabilities.

Rendering of services

Revenue is recognized when the Company finishes the processing services.
(18) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitaized as
part of the cost of the respective assets. All other borrowing costs are expensed in the period they occur.
Borrowing costs consist of interest and other costs that an entity incursin connection with the borrowing
of funds.

(19) Post-employment benefits

All regular employees of the Company and its domestic subsidiaries are entitled to a pension plan that
is managed by an independently administered pension fund committee. Fund assets are deposited under
the committee’s name in the specific bank account and hence, not associated with the Company and its
domestic subsidiaries.

Therefore, fund assets are not included in the parent company only financial statements. Pension benefits
for employees of the overseas subsidiaries and the branches are provided in accordance with the
respective local regulations.

For the defined contribution plan, the Company and its domestic subsidiaries will make a monthly
contribution of no lessthan 6% of the monthly wages of the empl oyees subject to the plan. The Company
recognizes expenses for the defined contribution plan in the period in which the contribution becomes
due. Overseas subsidiaries and branches make contribution to the plan based on the requirements of local
regulations.



Post-employment benefit plan that is classified as a defined benefit plan uses the Projected Unit Credit
Method to measure its obligations and costs based on actuarial assumptions. Re-measurements,
comprising of the effect of the actuarial gains and losses, the effect of the asset ceiling (excluding net
interest) and the return on plan assets, excluding net interest, are recognized as other comprehensive
income with a corresponding debit or credit to retained earningsin the period in which they occur. Past
service costs are recognized in profit or loss on the earlier of:

(@) the date of the plan amendment or curtailment, and

(b) the date that the Company recognizes restructuring-related costs

Net interest is calculated by applying the discount rate to the net defined benefit liability or asset, both
as determined at the start of the annual reporting period, taking account of any changesin the net defined
benefit liability (asset) during the period as aresult of contribution and benefit payment.

(20) Share-Based Payment Transactions

The cost of equity-settled transactions between the Company and its subsidiaries is recogni zed based on
the fair value of the equity instruments granted. The fair value of the equity instruments is determined
by using an appropriate pricing model.

The cost of equity-settled transactions is recognized, together with a corresponding increase in other
capital reserves in equity, over the period in which the performance and/or service conditions are
fulfilled. The cumulative expense recognized for equity-settled transactions at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and the Company’s best
estimate of the number of equity instruments that will ultimately vest. The income statement expense or
credit for a period represents the movement in cumulative expense recognized as at the beginning and
end of that period.

No expense is recognized for awards that do not ultimately vest, except for equity-settled transactions
where vesting is conditional upon a market or non-vesting condition, which are treated as vesting
irrespective of whether or not the market or non-vesting condition is satisfied, provided that al other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled transaction award are modified, the minimum expense recognized
is the expense as if the terms had not been modified, if the original terms of the award are met. An
additional expense is recognized for any modification that increases the total fair value of the share-
based payment transaction, or is otherwise beneficial to the employee as measured at the date of
modification.

Where an equity-settled award is cancelled, it is treated as if it vested on the date of cancellation, and
any expense not yet recognized for the award is recognized immediately. Thisincludes any award where
non-vesting conditions within the control of either the entity or the employee are not met. However, if
anew award is substituted for the cancelled award, and designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as if they were amodification of the original
award, as described in the previous paragraph.



The dilutive effect of outstanding optionsis reflected as additional share dilution in the computation of
diluted earnings per share.

The cost of restricted stocks issued is recognized as salary expense based on the fair value of the equity
instruments on the grant date, together with a corresponding increase in other capital reservesin equity,
over the vesting period. The Company recognized unearned employee salary which is a transitional
contra equity account; the balance in the account will be recognized as salary expense over the passage
of vesting period.

(21) Income taxes

Income tax expense (income) is the aggregate amount included in the determination of profit or loss for
the period in respect of current tax and deferred tax.

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities, using the tax rates and tax laws that
have been enacted or substantively enacted by the end of the reporting period. Current income tax
relating to items recognized in other comprehensive income or directly in equity is recognized in other
comprehensive income or equity and not in profit or loss.

The income tax for undistributed earnings is recognized as income tax expense in the subsequent year
when the distribution proposal is approved by the Shareholders’ meeting.

Deferred tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

() Wherethe deferred tax liability arisesfrom theinitial recognition of goodwill or of an asset or liability
in atransaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss.

(b) In respect of taxable temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable future.



Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax
losses can be utilized, except:

() Where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in atransaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss.

(b) In respect of deductible temporary differences associated with investmentsin subsidiaries, associates
and interestsin joint ventures, deferred tax assets are recognized only to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be
available against which the temporary differences can be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset isrealized or the liability is settled, based on tax rates and tax laws that have been enacted
or substantively enacted at the reporting date. The measurement of deferred tax assets and deferred tax
liabilities reflects the tax consequences that would follow from the manner in which the Company
expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and
liabilities.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss.
Deferred tax items are recognized in corrdation to the underlying transaction either in other
comprehensive income or directly in equity. Deferred tax assets are reassessed at each reporting date and
are recognized accordingly.

Deferred tax assets and deferred tax liabilities are offset, if alegaly enforceable right exists to set off
current income tax assets against current income tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTMATESAND ASSUMPTIONS

The preparation of the Group’s consolidated financial statements require management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
the disclosure of contingent liabilities, at the end of the reporting period. However, uncertainty about these
assumption and estimate could result in outcomes that require a material adjustment to the carrying amount
of the asset or liability affected in future periods.



Judgement

In the process of applying the Company’s accounting policies, management has made the following
judgements, which have the most significant effect on the amounts recognized in the parent company only
financia statements:

Revenue recognition

The Company based on trading patterns and whether the economic substance were expose to the sale of
goods or services related to the significant risks and rewards, to determine whether the Company should be
classified asthe principal of the transaction or agent. When expose to the sale of goods or servicesrelated to
the significant risks and rewards, the principal of the transaction should recognize the total receivables or
received economic benefit as revenue; if determine as the agent, recognize the net transaction as revenue.

The Company provides electronic manufacturing services and integrated circuit packaging and testing
manuf acturing services, determined asto conform to thefollowing indicators; it isrecognized astotal revenue
collected:

(@ Hasthe primary responsibility to the provision of goods or services provided

(b)  Assumed inventory risk

(c) Assumed customer’s credit risk

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

(1) The Fair Value of Financial Instruments

Where the fair value of financial assets and financia liabilities recorded in the balance sheet cannot be
derived from active markets, they are determined using valuation techniques including income approach
(for example the discounted cash flows model) or the market approach. Changes in assumptions about
these factors could affect the reported fair value of the financia instruments. Please refer to Note 12 for
more detalls.

(2) Post-employment benefits
The cost of post-employment benefit and the present value of the pension obligation under defined
benefit pension plans are determined using actuarial valuations. An actuaria valuation involves making

various assumptions. These include the determination of the discount rate, future salary increases,
mortality rates and future pension increases. Please refer to Note 6.(15) for more details.



©)

Income tax

Uncertainties exist with respect to the interpretation of complex tax regulations and the amount and
timing of future taxable income. Given the wide range of international business relationships and the
long-term nature and complexity of existing contractual agreements, differences arising between the
actual results and the assumptions made, or future changes to such assumptions, could necessitate future
adjustments to tax income and expense aready recorded. The Company establishes provisions, based on
reasonabl e estimates, for possible consequences of audits by the tax authorities of the respective counties
in which it operates. The amount of such provisions is based on various factors, such as experience of
previous tax audits and differing interpretations of tax regulations by the taxable entity and the
responsible tax authority. Such differences of interpretation may arise on a wide variety of issues

depending on the conditions prevailing in the respective Group Company’s domicile.

Deferred tax assets are recognized for all carryforward of unused tax losses and unused tax credits and
deductible temporary differences to the extent that it is probable that taxable profit will be available or
there are sufficient taxable temporary differences against which the unused tax losses, unused tax credits
or deductible temporary differences can be utilized. The amount of deferred tax assets determined to be
recognized is based upon the likely timing and the level of future taxable profits and taxable temporary

differences together with future tax planning strategies.

(4) Accounts receivables—estimation of impairment loss

©)

The Company estimates the impairment loss of accounts receivables at an amount equal to lifetime
expected credit losses. The credit lossisthe present value of the difference between the contractual cash
flows that are due under the contract (carrying amount) and the cash flows that expects to receive
(evaluate forward looking information). However, as the impact from the discounting of short-term
receivablesis not materia, the credit loss is measured by the undiscounted cash flows. Where the actual
future cash flows are lower than expected, a material impairment loss may arise. Please refer to Note 6

for more details.
Inventories
Estimates of net realisable value of inventoriestake into consideration that inventories may be damaged,

become wholly or partially obsolete, or their selling prices have declined. The estimates are based on the

most reliable evidence available at the time the estimates are made. Pleaserefer to Note 6 for more details.



6. CONTENTS OF SIGNIFICANT ACCOUNTS

(1) CASH AND CASH EQUIVALENTS

Dec. 31, 2020 Dec. 31, 2019
Cash on hand $120 $125
Demand deposits 1,308,962 1,490,904
Time deposits 332,467 —
Total $1,641,549 $1,491,029

(2) FINANCIAL ASSETS MEASURED AT AMORTIZED COST

Dec. 31, 2020 Dec. 31, 2019
Restricted deposits $131,045 —
Less: loss alowance (—) ()
Tota $131,045 —
Current $131,045 —
Non-current — —
Tota $131,045 —

Therestricted deposit as of December 31, 2020 is repatriated and used soldly for the purpose approved
in accordance with the Management, Utilization, and Taxation of Repatriated Offshore Funds Act.

(3) NOTES RECEIVABLES

Dec. 31, 2020 Dec. 31, 2019
Notes receivables $852 $1,770
Less: loss dlowance (—) (—)
Tota $852 $1,770

Notes receivables were not pledged.

The Company follows the requirement of IFRS 9 to assess the impairment. Please refer to Note 6.(21)

for more details on loss alowance and Note 12 for more details on credit risk.



(4) ACCOUNTS RECEIVABLESAND ACCOUNTS RECEIVABLES—AFFILIATES

(A) Details are asfollows:

Dec. 31, 2020 Dec. 31, 2019
Accounts receivables $2,158,792 $2,447,900
Less: loss alowance (20,938) (26,096)
Subtotal 2,137,854 2,421,804
Accounts receivabl es-affiliates 229,921 229,557
Less: loss alowance (—) (—)
Subtotal 229,921 229,557
Tota $2,367,775 $2,651,361

(B) Accounts receivables are generally on 30-150 day terms. The total carrying amount as of December
31, 2020 and 2019 were $2,389,565 thousand, $2,679,227 thousand , respectively. Pleaserefer to Note
6.(21) for more details on loss allowance and Note 12 for details on credit risk management.

(5) INVENTORIES

(A) Detailsare asfollows:
Dec. 31, 2020 Dec. 31, 2019

Raw materias $790,097 $725,372
Supplies 71,905 76,261
Work in progress 134,033 228,413
Finished goods 21,547 19,711
Total $1,017,582 $1,049,757

(B)
For the years ended December 31

2020 2019
Cost of inventories sold $12,854,838 $15,427,296
Loss on redlizable value and obsol escence of inventories 11,096 54,177
Loss in inventory write-off 34,552 55,936
Inventory loss 411 1,001
Cost of goods sold $12,900,897 $15,538,410

(C)As of December 31, 2020, and 2019, inventories were insured for $13,651,742 thousand and
$12,958,170 thousand, respectively.

(D)No inventories were pledged.



(6) EINANCIAL ASSET AT FAIR VALUE THROUGH PROFIT OR LOSS-NON CURRENT

Dec. 31, 2020 Dec. 31, 2019

Financial assets designated at fair value through profit and loss: :
Redemption value of preferred stock liabilities $6,486 —

Financial assets at fair value through profit or loss were not pledged.

(7) EINANCIAL ASSETSAT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME - NON
CURRENT

Dec. 31, 2020 Dec. 31, 2019

Equity instrument investments measured at fair value through
other comprehensive income-Non-current :
Unlisted companies stocks $107,232 $226,860

The Company classified certain of its financial assets as financial assets at fair value through other
comprehensive income. Financial assets at fair value through other comprehensive income were not
pledged.

(8) INVESTMENTSACCOUNTED FOR USING THE EQUITY METHOD

(A) The company investments accounted for using the equity method are as follows:

Dec. 31, 2020 Dec. 31, 2019
Investee Company Type of stock Amount  Ownership  Amount  Ownership
Investmentsin subsidiaries:
ORIENT SEMICONDUCTOR Common stock ($50,072) 93.67% ($15,404)  93.67%
ELECRTONICS PHILIPPINES
INC.(OSEP)
OSE USA, INC. (OSEU) Common stock 83,548 100.00% 111,745 100.00%
OSE INTERNATIONAL LTD. Common stock 286,232 100.00% 304,281 100.00%
COREPLUS (HK) LIMITED Common stock 300,780 100.00% 460,130 100.00%
620,488 860,752
Add: Credit balance for investments 50,072 15,404
accounted for using equity
method
Subtotal 670,560 876,156



Dec. 31, 2020 Dec. 31, 2019

Investee Company Type of stock Amount  Ownership Amount  Ownership
Investments in associates:
OSE PROPERTIES, INC. Common stock — 39.999 — 39.99%
ATP ELECTRONICS, TAIWAN Common stock 226,176 9.57% 230,553 9.57%
INC.
INFOFAB, INC. Common stock 12,710  13.32% 10,880  13.32%
SCSHIGHTECH INC. Common stock — 18.17% — 18.17%
Subtotal 238,886 241,433
Tota $909,446 $1,117,589

(B) In February 20086, for the purpose of a merger, the investee company OSE ACQUISITION CORP.
purchased 100% of common sharesin OSE USA, Inc. at a price of US$0.006 per share and assumed
al of its assets and liabilities. After the merger, OSE ACQUISITION CORP. changed its name to
OSE USA, Inc.

(C) In September 2006, shares of the investee company ATP were exchanged with ATP TAIWAN so that
the Company would hold 6.79% ownership of ATP TAIWAN after the exchange. The Company had
purchased 1,929 thousand treasury sharesin February, 2008. So the Company held 9.57% ownership
of ATPTAIWAN.

(D) Because SCS HIGHTECH INC. wasin financial crisisin 2004, the long-term investment amounted
to $96,203 thousand was written off as |osses in 2004.

(E) Owing to the continue loss of OSE PROPERTIES, INC., the accumulated investment loss has made
the book value of long-term investment declining to zero, the company will no longer recognize the
investment |oss.

(F) In order to improve the financial structure of OSEP, the Company made a financia structure
improvement plan as following:

i. On December 12, 2008, the board of directors of the Company approved OSEP to issue first set
of new stocks for atotal value of US$8 million, consisting of US$5.18 million of cash and US
$2.82 million worth of debt to equity swap. This was approved on May 21, 2009 by Investment
Commission M.O.E.A.

ii. On December 9, 2009, the board of directors of the Company approved OSEP to issue second set
stocksfor atotal value of US$8 million, consisting of US$1.6 million of cash and US$6.4 million
of debt-to-equity swap. This was approved on September 8, 2011 by Investment Commission
M.O.EA.



On May 5, 2010, the board of the directors of the Company approved OSEP to issue third set of
stocks for atota value of US$13.5 million, consisting of US$2.7 million of cash and US$10.8
million of debt-to-equity swap. This was approved on September 8, 2011 by Investment
Commission M.O.E.A.

On August 26, 2010, the board of the directors of the Company approved OSEP to issue fourth
set of stocksfor atotal valueof US$10.5 million, consisting of US$2.1 million of cash and US$8.4
million of debt-to-equity swap. This was approved on September 8, 2011 by Investment
Commission M.O.E.A.

On December 28, 2010, the board of the directors of the Company approved OSEP to issue fifth
set of stocks for atotal value of US$8 million, consisting of US$1.6 million of cash and US$6.4
million of debt-to-equity swap. This was approved on January 16, 2012 by Investment
Commission M.O.E.A.

(G) In order to improve the financial structure of OSEU, the Company made financial improvement plan

asfollowing:

On July 15, 2010, the board of directors of the Company approved to merge OSEI and OSEU in
September 2010. OESU is the remaining existing entity while OSEI ceased to operate. Starting
from September 2010, all assets, liabilities, rights and obligations of OSEI were transferred to
OSEU.

On July 15, 2010 the board of directors of the Company approved OSEU to raise capital by the
issuance of new stock for the total value of US$35,762 thousand in debt-to-equity swap. Thiswas
approved on January 17, 2011 by Investment Commission M.O.E.A.

(H) OnMarch 24, 2011, the board of the directors of the Company approved COREPLUS (HK) LIMITED
to issue stocks, consisting of US$2.7 million of debt-to-equity swap. This was approved on October
3, 2012 by Investment Commission M.O.E.A.

() OSE INTERNATIONAL LTD was approved by its Board of Directors to decrease its capital by
US$2,800 thousand and US$4,200 thousand on June 25, 2008 and April 20, 2015, respectively. The
Company had taken back the investment amount by $84,280 thousand (US$2,800 thousand) and
$132,536 thousand (US$4,200 thousand), respectively.

(J) The Company recognized lossesin OSEP at its ownership percentage; therefore, the carrying
amount of this long-term equity investment present at a credit balance. The Company
transferred the relevant credit amount to non-current liabilities.



(K) The share of the profit or loss of these associates and joint ventures for using the equity method are

asfollows :

For the years ended December 31

Investee Companies 2020 2019

OSE PHILIPPNES INC. ($36,776) ($39,115)
OSE PROPERTIES, INC. — —

OSE USA, INC. (23,062) 14,016
OSE INTERNATIONAL LTD. (9,246) 11,516
INFOFAB, INC. 1,558 2,898
ATPTAIWAN 9,618 19,673
COREPLUS (HK) LIMITED. 978 31,755
Tota ($56,930) $40,743

The 2020 and 2019 financid statements were audited by other auditors.
(L) Inyear 2020 and 2019, the Company obtained cash dividend from ATP Taiwan and INFOFAB in the
form of cash dividend for $11,278 thousand and $0, $18,797 thousand and $1,265 thousand,

respectively. They are recorded as credit to “Investments accounted for using the equity method”.

(M) The details of trand ation adjustment from investments accounted for using the equity method are as

follows :
For the years ended December 31
Investee Companies 2020 2019

OSE PHILIPPNES INC. $2,108 $350
OSE USA, INC. (5,135) (2,386)
OSE INTERNATIONAL LTD. (8,803) (3,845)
ATP TAIWAN. (2,717) (1,138)
COREPLUS (HK) LIMITED. (8,928) (11,946)
Tota ($23,475) ($18,965)

(N) Part of investments accounted for using the equity method has been pledged to the banks as securities

for bank loans granted to the Company. Please refer to Note 8 for more details.



(O) Investment in subsidiary was accounted for investment accounted for under equity method when

preparing the parent company only financia statements.

(P) The Company’sinvestments by using the equity method are not published price quatations which are
not individually material. The aggregate financial information of the Group’s investments is as

follows:
Dec. 31, 2020 Dec. 31, 2019
Total assets $292,308 $327,249
Total liabilities $85,715 $118,110
For the years ended December 31
2020 2019
Revenue $357,539 $503,089
Profit 11,176 22,571
Other comprehensive income (10ss) (2,444) (57)
Total Comprehensive Income 8,732 22,514
(9) PROPERTY, PLANT AND EQUIPMENT
Dec. 31, 2020 Dec. 31, 2019
Owner occupied property, plant and equipment $5,105,134 $6,079,672
Property, plant and equipment leased out under
operating leases 141,743 140,455
Tota $5,246,877 $6,220,127




(A) Owner occupied property, plant and equipment
Congtructionin

progress and

Land and land Machinery and Trangportation Office equipment awaiting

Improvements Buildings equipment equipment equipment  Other equipment examination Tota
Cost:
Asof Jan. 1, 2020 — $7,058,550 $14,104,129 $1,087 $54,890 $368,330 $93,666 $21,680,652
Additions — — — — — — 246,355 246,355
Disposals — — (329,093) — — (2,630) — (331,723)
Transfers — 60,803 372,001 — — 6,753 (276,324) 163,233
As of Dec. 31, 2020 — $7,119,353 $14,147,037 $1,087 $54,890 $372,453 $63,697 $21,758,517
Depreciation and impairment:
Asof Jan. 1, 2020 — $4,550,028 $10,662,032 $1,057 $54,364 $333,499 — $15,600,980
Depreciation — 229,612 1,149,704 10 401 17,929 — 1,397,656
Disposals — — (329,093) — — (2,630) — (331,723)
Transfers — — (13,530) — — — — (13,530)
As of Dec. 31, 2020 — $4,779,640 $11,469,113 $1,067 $54,765 $348,798 — $16,653,383




Congtruction in

progress and

Land and land Machinery and Trangportation Office equipment awaiting

Improvements Buildings equipment equipment equipment  Other equipment examination Tota
Cost:
Asof Jan. 1, 2019 - $6,989,653 $15,923,693 $1,087 $54,890 $363,893 $143,600 $23,476,816
Additions — — — — — — 285,055 285,055
Disposals — — (2,467,325) — — — — (2,467,325)
Transfers — 68,897 647,761 — — 4,437 (334,989) 386,106
Asof Dec. 31, 2019 — $7,058,550 $14,104,129 $1,087 $54,890 $368,330 $93,666 $21,680,652
Depreciation and impairment:
Asof Jan. 1, 2019 — $4,327,874 $11,943,826 $1,047 $53,864 $310,537 — $16,637,148
Depreciation — 222,154 1,173,899 10 500 22,962 — 1,419,525
Disposals — — (2,464,396) — — — — (2,464,396)
Transfers — — 8,703 — — — — 8,703
Asof Dec. 31, 2019 — $4,550,028 $10,662,032 $1,057 $54,364 $333,499 — $15,600,980
Net carrying amount
As of Dec. 31, 2020 — $2,339,713 $2,677,924 $20 $125 $23,655 $63,697 $5,105,134
Asof Dec. 31, 2019 — $2,508,522 $3,442,097 $30 $526 $34,831 $93,666 $6,079,672




(B) Property, plant and equipment leased out under operating leases

Buildings
Cost:
Asof Jan. 1, 2020 $279,343
Additions —
Disposals —
Transfers 19,503
Asof Dec. 31, 2020 $298,846
Depreciation and impairment:
Asof Jan. 1, 2020 $138,888
Depreciation 4,685
Disposals —
Transfers 13,530
Asof Dec. 31, 2020 $157,103
Cost:
Asof Jan. 1, 2019 $279,343
Additions —
Disposals —
Transfers —
Asof Dec. 31, 2019 $279,343
Depreciation and impairment:
Asof Jan. 1, 2019 $132,203
Depreciation 6,685
Disposals —
Transfers —
Asof Dec. 31, 2019 $138,888
Net carrying amounts as at:
As of Dec. 31, 2020 $141,743
Asof Dec. 31, 2019 $140,455




(C) Affects both the cash and non-cash items of investing activities:

For the years ended December 31

2020 2019
Acquisition of property, plant, and equipment
expenditure:
Increase of property, plant and equipment $429,091 $637,301
(Decrease) of prepayment for equipment (29,776) (6,415)
Decrease of payables on equipment 59,311 92,462
Cash expenditure $458,626 $723,348

(D) Details of capitalized borrowing costs are as follows:

For the years ended December 31

Item 2020 2019
Prepayments for equipment $3,098 $4,980
Capitalisation rate of borrowing costs 1.2196~3.02% 3.0496~3.95%

(E) As of December 31, 2020 and 2019, fixed assets were insured for $9,421,818 thousand and
$9,835,562 thousand, respectively.

(F) Please refer to Note 8 for more details on property, plant and equipment under pledge.

(10) INTANGIBLEASSETS

(A) As of December 31, 2020 and 2019, the cost of the computer software, origina cost, accumulated
amortization and amount of amortization in the book of the Company is listed as below:

Computer software

Amount

Cost:

Asof Jan. 1, 2020 $369,773
Addition 20,316
Transfers 7,201
Asof Dec. 31, 2020 $397,290
Asof Jan. 1, 2019 $335,612
Addition 32,657
Transfers 1,504
Asof Dec. 31, 2019 $369,773




(11)

(12)

Amortization and impairment :
Asof Jan. 1, 2020
Amortization

Asof Dec. 31, 2020

Asof Jan. 1, 2019
Amortization

Asof Dec. 31, 2019

Net carrying amount :
As of Dec. 31, 2020
Asof Dec. 31, 2019

Computer software

Amount

$311,581
51,156

$362,737

$246,346
65,235

$311,581

$34,553

$58,192

(B) Amortization expense of intangible assets under the statement of comprehensive income:

Operating costs
Managing costs
Research and devel opment costs

PREPAYMENTS

Current assets— prepayments
Prepaid expenses
Other prepayments
Total

Non-current assets— prepayments for equipment :
Prepayment for equipment

LONG-TERM RECEIVABLES-AFFILIATES

Loan recelvable (Note)

Receivable for sale/rent of machinery and equipment
and payment on behalf (Note)

Interest receivable from financial activities (Note)
Total

(Less) : Loss allowance

Net

For the years ended December 31

2020 2019

$23,837 $38,471
$9,076 $5,796
$18,243 $20,968

Dec. 31, 2020 Dec. 31, 2019
$54,233 $42,337
4,853 3,002
$59,086 $45,339
$107,304 $151,424
Dec. 31, 2020 Dec. 31, 2019
$349,159 $370,127
69,284 73,176
57,855 53,096
476,298 496,399
(-) (-)
$476,298 $496,399




(13)

(Note):

(1) Long-term receivable — OSE PHILIPPINES INC. and Long-term receivable — OSE USA Inc.
amounted to $803,966 thousand and $1,148,668 thousand, respectively. In 2010, they were
converted to common stocks of OSEP and common stocks of OSEU through debt-to-equity swap

options.

(2) Long-term receivable— OSE PHILIPPINES INC. amounted to $183,843 thousand. In May 2011,
the receivable was subsequently converted to common stocks of OSE PHILIPPINES INC.

through debt-to-equity swap options.

(3) Long-term receivable — COREPLUS amounted to $79,893 thousand. In October, 2012, the
amount was converted to common stocks of investment of COREPLUS through debt-to-equity

swap options.

SHORT-TERM LOANS

(A) Detail are asfollows:

ltems Dec. 31, 2020 Dec. 31, 2019
L/C $182,145 $315,900
Unsecured bank |oans 850,000 2,057,866
Mortgage |oans on machine and equi pment 69,427 —
Tota $1,101,572 $2,373,766

(B) Theranges of interest rates and the due dates:
Dec. 31, 2020 Dec. 31, 2019

Ranges of interest rates 1.33%~1.55% 1.55%~3.17%
Due dates January 09, 2021~  January 01, 2020~

December 31, 2021

December 17, 2020

(C) As of December 31, 2020 and 2019, the Company’s unused short-term lines of credits amount to

$1,710,722 thousand and $1,394,036 thousand, respectively.

(D) Part of property, plant and equipment and deposits reserved for repayment are pledged as security

for the Company’s short-term borrowings. Please refer to Note 8 for the more detail on held for

trading financial assets pledged as security for short-term loans.



(14) SHORT-TERM NOTES PAYABLE—NET

(A) Detail areasfollows:

Dec. 31, 2020 Dec. 31, 2019
Par value of commercial papers - $380,000
(Less) : Discount for short-term notes payable — (790)
Net — $379,210

(B) Theranges of interest rates and the due dates:

Dec. 31, 2020 Dec. 31, 2019
Ranges of interest rates — 1.788%~1.858%
Due dates — January 9, 2020~

February 27, 2020

(15) LONG-TERM LOANS

(A) Detail areasfollows:

Items Dec. 31, 2020 Dec. 31, 2019
Mortgage loan $861,600 $2,095,326
Less: Due within one year (241,600) (1,190,490)
Net $620,000 $904,836

(B) Theranges of interest rates and the due dates:

Dec. 31, 2020 Dec. 31, 2019
Ranges of interest rates 1.32%~1.55% 1.80%~3.30%
Due dates September 25,2021~  October 31, 2020~

May 31, 2023 August 15, 2023

(C) Part of property, plant and equipment, and deposits reserved for repayment are pledged as security
for the Company’s long-term borrowings. Please refer to Note 8 for more details.

(16) POST-EMPLOMENT BENEFITS

(A) Defined contribution plan

The Company adopts a defined contribution plan in accordance with the Labor Pension Act of the
R.O.C. Under the Labor Pension Act, the Company will make monthly contributions of no less
than 6% of the employees’ monthly wages to the employees’ individual pension accounts. The
Company has made monthly contributions of 6% of each individua employee’s salaries or wages
to employees’ pension accounts.

Expenses under the defined contribution plan for the years ended December 31, 2020 and 2019 are
$105,763 thousand and $113,103 thousand, respectively.



(B) Defined benefits plan

The Company adopts a defined benefit plan in accordance with the Labor Standards Act of the
R.O.C. The pension benefits are disbursed based on the units of service years and the average
salariesin the last month of the service year. Two units per year are awarded for the first 15 years
of services while one unit per year is awarded after the completion of the 15th year. The total units
shall not exceed 45 units. Under the Labor Standards Act, the Company contributes an amount
equivalent to 2% of the employees’ total salaries and wages on a monthly basisto the pension fund
deposited at the Bank of Taiwan in the name of the administered pension fund committee. Before
the end of each year, the Company assesses the balance in the designated |abor pension fund. If the
amount isinadequate to pay pensions calcul ated for workersretiring in the sameyear, the Company
will make up the difference in one appropriation before the end of March the following year.

Costs under the defined contribution plan for the years ended December 31, 2020 and 2019 are
$57,487 thousand and $59,735 thousand, respectively.

The Ministry of Labor isin charge of establishing and implementing the fund utilization plan in
accordance with the Regulations for Revenues, Expenditures, Safeguard and Utilization of the
Labor Retirement Fund. The pension fund is invested in-house or under mandate, based on a
passive-aggressive investment strategy for long-term profitability. The Ministry of Labor
establishes checks and risk management mechanism based on the assessment of risk factors
including market risk, credit risk and liquidity risk, in order to maintain adequate manager
flexibility to achieve targeted return without over-exposure of risk. With regard to utilization of the
pension fund, the minimum earnings in the annual distributions on the final financial statement
shall not beless than the earnings attai nabl e from the amounts accrued from two-year time deposits
with theinterest rates offered by local banks. Treasury Funds can be used to cover the deficits after
the approval of the competent authority. Asthe Company does not participate in the operation and
management of the pension fund, no disclosure on the fair value of the plan assets categorized in
different classes could be made in accordance with paragraph 142 of IAS 19. The Company expects
to contribute $70,645 thousand to its defined benefit plan during the 12 months beginning after
December 31, 2020.

The average duration of the defined benefits plan obligation as of December 31, 2020 and 2019, is
the end of the year of 2030 and 2029, respectively.

Pension costs recognized in profit or loss for the years ended December 31, 2020 and 2019:

For the years ended December 31

2020 2019
Current period service costs $6,424 $7,116
Net interest expense of net defined benefit 3,274 5,009
liability(asset)
Prior period service costs 10,208 —
Tota $19,906 $12,125

Changesin the defined benefit obligation and fair value of plan assets are as follows:

Dec. 31,2020 Dec. 31,2019 Jan. 1, 2019

Present value of the defined benefit obligation $952,778 $1,007,077 $1,019,883
Plan assets at fair value (568,532) (576,227) (523,987)

Other non-current liabilities - Accrued pension
liabilities recognized on the company only
bal ance sheets $384,246 $430,850 $495,896




Reconciliation of liability (asset) of the defined benefit plan is as follows:

The following significant actuarial assumptions are used to determine the present value of the
defined benefit obligation:

Present value of
the defined Net defined
benefit Fair vaueof  benefit liability
obligation plan assets (asset)
Asof Jan. 1, 2019 $1,019,883 ($523,987) $495,896
Current period service costs 7,116 — 7,116
Net interest expense (income) 10,301 (5,292) 5,009
Subtotal 17,417 (5,292) 12,125
Remeasurements of the net defined benefit
liability (asset):
Actuarial gains and losses arising from
changes in demographic assumptions (2,761) — (2,761)
Actuarial gains and losses arising from
changesin financial assumptions 29,224 — 29,224
Experience adjustments 992 — 992
Return on plan assets — (18,683) (18,683)
Subtotal 27,455 (18,683) 8,772
Payments from the plan (57,678) 57,678 —
Contributions by employer — (85,943) (85,943)
Asof Dec. 31, 2019 1,007,077 (576,227) 430,850
Current period service costs 6,424 — 6,424
Net interest expense (income) 7,654 (4,380) 3,274
Prior period service costs (income) or reduction 10,208 — 10,208
Subtotal 24,286 (4,380) 19,906
Remeasurements of the net defined benefit
liability (asset):
Actuarial gains and losses arising from
changes in demographic assumptions 61 — 61
Actuarial gains and losses arising from
changesin financial assumptions 60,565 — 60,565
Experience adjustments (6,468) — (6,468)
Return on plan assets — (19,428) (19,428)
Subtotal 54,158 (19,428) 34,730
Payments from the plan (132,743) 132,743 —
Contributions by employer — (101,240) (101,240)
Asof Dec. 31, 2020 $952,778 ($568,532) $384,246
Dec. 31, 2020 Dec. 31, 2019
Discount rate 0.42% 0.76%
Expected rate of salary increases 1.50% 1.40%



Sengitivity analysis for significant assumption:

For the years ended December 31

2020 2019
Increase Decrease Increase Decrease
defined defined defined defined
benefit benefit benefit benefit
obligation obligation  obligation obligation
Discount rate increase by 0.5% — $67,989 — $50,693
Discount rate decrease by 0.5% $75,534 — $80,888 —
Future salary increase by 0.5% $74,309 — $79,937 —
Future salary decrease by 0.5% — $67,656 — $50,633

The sensitivity analyses above are based on a change in a significant assumption (for example:
change in discount rate or future saary), keeping all other assumptions constant. The sensitivity
analyses may not be representative of an actua change in the defined benefit obligation as it is
unlikely that changesin assumptions would occur in isolation of one another. There was no change
in the methods and assumptions used in preparing the sensitivity analyses compared to the previous
period.

(17) PREFERRED STOCK LIABILITY

Dec. 31, 2020 Dec. 31, 2019
Class B preferred stocks $1,006,485 —
Less: Due within one year (—) (=)
Net $1,006,485 —

The Company passed the resolution of extraordinary general meeting on December 3, 2020 to handle
the private placement of 90,090 thousand shares of Class B preferred stocks. The payment has been
completed by applicant Chipbond Technology Corporation (Chipbond Technology Company) on
December 16, 2020. The total amount is $999,999 thousand with the issuance price of $11.1 per share
with the officia issuance date of December 21, 2020. According to the issuance conditions of Class B
preferred stocks, the issuance period for Class B preferred stocks are 5 years and there is a contractual
obligation to deliver cash or another financial asset to the other party (holder), so the preferred stock are
split into preferred stock liabilities $1,006,485 thousand and the value of recovery rights (under the
financial assets measured at fair value through profit and loss) $6,486 thousand, the effective interest
rate originaly recognized for the preferred stock liabilitiesis 2%. The interest expense cal culated based
on the effective interest rate in 2020 was $603 thousand.



Therightsand obligations and primary conditions of i ssuance of the Company’s Class B preferred stocks
areasfollows:

(A)

(B)

©

(D)

()

(F)

(©)

(H)

Distributions of earnings shall be handled in accordance with the Company's Articles of
Incorporation. Earnings to be distributed may be distributed to Class B preferred shares of the year
or the quarter and accumulated undistributed dividends. If there are no earnings or if earnings are
insufficient to pay thefull dividend on Class B preferred shares, distributable earnings shall befirst
be distributed to Class B preferred shares. Any shortfall in dividends will be made up first with
future annual or quarterly earnings.

The annual interest rate of dividends for Class B preferred shares is 2% which is calcul ated based
on the issue price per share and paid in cash. The ex-dividend date of the preferred shares is
authorized to be set by the board of directors. The number of dividendsissued in the year or in the
quarter and the number of dividends received in the year or in the quarter is calculated based on
the actual number of days of issuance.

If the Company's proposed distribution of dividends for common stock for the current year or
current quarter exceeds the number of dividends on Class B preferred shares, holders of Class B
preferred shares will not be entitled to dividends.

Except for aforementioned dividends, Class B preferred shares cannot be participated in the
distribution of earnings or reserves from common stock and other preferred shares.

Thereis no contractual right to covert Class B preferred sharesinto common stock.

Holders of Class B preferred shares do not have voting rights at common stock shareholders
meeting nor do they have the voting rights to elect a director (independent directors included);
however, holders of Class B preferred shares have voting rights regarding matters concerning
shareholders rights of Class B preferred shares at sharehol ders meeting of preferred shares.

The order of the Company’s remaining property of Class B preferred shares is distributed to
common stock and Class C preferred shares, but each share shall not exceed the issue price plus
the number of unpaid dividends payable.

Theissuance period for Class B preferred sharesis 5 years. Holders of Class B preferred shares do
not have the right to demand early redemption of Class B preferred shares. However, the Company
may redeem all or part of the Class B preferred shares at their origina issue price at any time after
the expiration of three years from the date of issuance by cash or other methods permitted by laws
and regulations. The rights and obligations shall continue under the conditions of the issuance of
Class B preferred shares until they are redeemed by the Company. In the year in which Class B
preferred shares are to be redeemed, if the Company's sharehol ders’ meeting has resolved to issue
dividends, the dividends shall be paid up to the date when Class B preferred shares are redeemed,
and shall be calculated on the basis of the actual number of issuance daysin the year.



()  Upon the issuance of new shares of common stock by cash capital increase, holders of Class B
preferred shares have the same preferred stock options as common stock sharehol ders..

(J) Where Class B preferred shares are qualified for an early redemption or after the expiration of the
issuance period, if the Company is unable to redeem all or part of Class B preferred shares due to
force majeure or reasons not attributabl e to the Company, therights of unredeemed preferred shares
shall remain in accordance with the conditions of issuance as described in the preceding paragraph
until Class C preferred shares are fully redeemed by the Company. Dividends are al'so calculated
at the original annual interest rate and the actual extension period. The rights of the Class B
preferred shares shall not be damaged as stipulated in the Company's Articles of Incorporation.

(K) ClassB preferred shares are not listed for trading during the issuance period.

(18) EQUITY

(A) Common stock

(8) The Company had increased capital by cash by $1,800,000 thousand with par value $10 per
share and issued price $9.2 on May 30, 2007. Therights and obligations of new shares by private
placement are the same as those of common shares. Ownership of shares by private placement
cannot be transferred to others within three years since issuance per Security and Exchange
regulations.

(b) The board of directors of the Company agreed on June 21, 2011 to capital injection by issuing
common stocks for cash in order to repay loan and improve the Company financial structure. A
total of 200,000 thousand shares of common stocks, with face value of $10 per share, will be
issued for atotal of $2,000,000 thousand. Approva has been granted by Financial Supervisory
Commission on July 22, 2011 by Doc No. 1000030977. In the event of existing shareholders or
employees forfeiting purchasing rights or the event of shortage of subscription of share, the
board of directors will authorize the chair of directors to contact an arranged person for
purchases. As of August 2, 2011, the board of directors agreed stocks will be issued with the
issuance price of NTD 6.4 per share with the officia issuance date of September 5, 2011. As of
September 19, 2011, registration for the issuance of new stocks is complete.

(c) The Board of shareholders’ meeting of the Company agreed on June 29, 2018 to reduce capital
$2,536,872 thousand for cover accumul ated deficitsin order to improve the Company’sfinancial
structure. The ratio of reduction capital was 31.4742285%, and it was declared effective by
Financial Supervisory Commission on August 8, 2018. The record date for reverse split was at
September 30, 2018, and the amendment of registration was completed at October 8, 2018.



(d)To reward employees, the Board of shareholders meeting of the Company agreed on June
29,2018 to issue restricted stocks for employees by $50,000 thousand of common stock with
par value $10 per share, and it was declared effective by Financial Supervisory Commission on
June 10, 2019. The record date for capital increase was at November 25, 2019, and the
amendment of registration was completed at December 10, 2019.

(e) There are 286,000 shares of common stock forfeited because of the failure to satisfy the vesting
condition in restricted stocks plan. Board resol ution was passed to write off the shares amounted
to $2,860 thousand as well as registration.

(f) Asof December 31, 2020, and 2019, the authorized capita s were $20,000,000 thousand. I ssued
capital were $5,570,425 thousand and $5,573,285 thousand, with 557,042,533 shares and
557,328,533 shares respectively. Each shareis at a par value of NT$10.

(B) Preferred stock

The Company passed the resolution of extraordinary general meeting agreed on December 3, 2020
to handle the private placement of Class C preferred shares of 1,801,800 thousand with par value
$10 per share and issued price $11.1. The Company intends to issue preferred shares through a
private placement as required by Article 43-6 of the Securities and Exchange Act, and the record
date for capital increase was at December 21, 2020.

The rights and obligations and primary conditions of issuance of the Company’s preferred shares
are asfollows:

(&) The Company's earnings distribution is handled in accordance with the Company’s Articles of
Incorporation. Distributable earnings shall be distributed first to Class B preferred sharesin the
current year or the current quarter and accumul ated undistributed dividends, then dividends shall
be distributed to Class C preferred sharesin the current year or quarter

(b) The annual interest rate of dividends for Class C preferred shares is 2% which is caculated
based on the issue price per share and paid in cash. The ex-dividend date of dividends of the
preferred sharesis authorized to be set by the board of directors. The number of dividendsissued
in the year or in the quarter and the number of dividends received inthe year or in the quarter is
calculated based on the actual number of days of issuance.

(c) If the proposed dividend for the Company's common stock in the current year or quarter exceeds
the dividend amount of Class C preferred shares, the holders of Class C preferred shares shall
be entitled to participate in the distribution until the number of dividends per Class C preferred
share is the same as the number of the dividend per common stock.



(d) The Company hasadiscretionary power on the dividend distribution of Class C preferred shares.

(€)

(f)

If the Company does not have earnings or insufficient earnings for distribution or if there are
other necessary considerations, the Company may resolve to not distribute divides from Class
C preferred shares. Such manner does not constitute an event of default and shareholders may
not object. Class C preferred shares are noncumulative, and their undistributed or under-
distributed dividends will not be accumulated in subsequent years or quarters.

Holders of Class C preferred shares may, from the day after the issuance date of five years, be
converted into common stock at the ratio of one preferred share to one common stock
(conversionratio 1:1). Therights and obligations (except for conversion restrictionsand unlisted
shares prescribed by laws and regulations) of the converted common stock from Class C
preferred shares are the same as the Company's other issued common stock. Class C preferred
shares that have been converted into common stock prior to the annual or quarterly ex-rights
(dividend) date of conversion are entitled to participate in the distribution of common stock - 27
- earnings and reservesin the current year or current quarter, but may not participate in dividend
distributions of preferred shares in the current year or the current quarter. Class C preferred
shares that have been converted into common stock prior to the annual or quarterly ex-rights
(dividend) date of conversion are entitled to participate in the distribution of preferred dividend
sand reserves in the current year or current quarter, but may not participate in dividend
distributions of common stock and capital surplus in the current year or the current quarter.
Preferred dividends and common stock dividends of the same year or quarter are distributed on
anonrecurring basis.

Holders of Class C preferred shares do not have voting rights at common stock shareholders
meeting nor do they have the vaoting rights to elect a director (independent directors included);
however, holders of Class C preferred shares have voting rights regarding matters concerning
shareholders rights of Class C preferred shares at shareholders meeting of preferred shares.

(g) The order of the Company’s remaining property of Class C preferred shares is distributed to

common stock and Class C preferred shares, but each share shall not exceed the issue price plus
the number of unpaid dividends payable.

(h) Thereisno expiration date for Class B preferred shares. Holders of Class C preferred shares do

not have the right to demand redemption of Class C preferred shares or demand the Company
for an early conversion of preferred shares to common stock. However, the Company may
redeem al or part of the Class C preferred shares at their origina issue price at any time after
the expiration of three years from the date of issuance by cash, mandatory conversion of new
issue of shares or other methods permitted by laws and regulations. The rights and obligations
shall continue under the conditions of the issuance of Class C preferred shares until they are
redeemed by the Company. In the year in which Class C preferred shares are to be redeemed, if
the Company's shareholders’ meeting has resolved to issue dividends, the dividends shall be
paid up to the date when Class B preferred shares are redeemed, and shall be calculated on the
basis of the actual number of issuance daysin the year.
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(i) Upon the issuance of new shares of common stock by cash capital increase, holders of Class C
preferred shares have the same preferred stock options as common stock sharehol ders.

() During the issuance period, Class C preferred shares are not listed for trading. However, where
Class C preferred shares are fully or partly converted to common stock, the board of directors
are authorized to apply for public trading from the competent authority in accordance with
relevant regulations depending on the current situation.

(C) Additional paid-in capital

Dec. 31, 2020 Dec. 31, 2019
Form shares of changesin equities of subsidiaries $5,717 $5,717
The differences between the fair value of consideration
paid or received from acquiring or disposing
subsidiaries and the carrying amounts of the
subsidiaries 16,940 16,940
Share of changes in net assets of associates and joint
ventures accounted for using the equity method (2,675) (2,675)
Restricted stocks for employees 2,543 25,729
Premium from preferred stocks issued 198,198 —
Tota $220,723 $45,711

(a)According to the Company Act, the capital reserve shall not be used except for making good the
deficit of the company. When a company incurs no loss, it may distribute the capital reserves
related to the income derived from the issuance of new shares at a premium or income from
endowments received by the company. The distribution could be madein cash or in the form of
dividend shares to its shareholders in proportion to the number of shares being held by each of
them.

(b)According to the prevailing laws and regulations, each year, the amount of capital increase
transferred from capital reserve arising from premiums on issuance of capital stock and
donations cannot exceed 10% of the Company’stotal issued capital.

(D) Retained earnings and dividend policies

According to the Company’soriginal Articlesof Incorporation, current year’searnings, if any, shall
be distributed in the following order:

According to the Company’s original Articles of Incorporation, the earnings distribution or offset
the losses operation may be made on a quarterly basis after the close of each quarter. According to
Article 228-1and Article 240-5 of company law, distribution of earnings by way of cash dividends
should be approved by board of directors’ meeting and reported to shareholders’ meeting.



(a) Payment of al taxes and dues,

(b) Offset prior years operation losses,

(c) Set aside 10% of the remaining amount as legal reserve;

(d) Set aside or reverse special reserve in accordance with the requirements for operating and law
and regulations;

(e) The remaining balance combined with the undistributed earnings accumulated during previous
years shall be distributed to the shareholders as dividends.

The Company shall take into account the changing environment of the industry and devel opment
stage of the Company in meeting the needs of capital in the future and in establishing long-term
financial planning together with satisfying the shareholders’ demand for cash. The earnings
distributed for the current year shall not be lower than 10% of accumulated distributable earnings
and shall not bedistributed if the accumulated distributable earningsislower than 1% of contributed
capital. Cash dividends distributed shall not be lower than 10% of the dividends distributed.

According to the Company Act, the Company nheeds to set aside amount to legal reserve unless
where such legal reserve amounts to the total authorized capital. The legal reserve can be used to
make good the deficit of the Company. When the Company incurs no loss, it may distribute the
portion of legal serve which exceeds 25% of the paid-in capital by issuing new sharesor by cashin
proportion to the number of shares being held by each of the shareholders.

Following the adoption of TIFRS, the FSC on 6 April 2012 issued Order No. Financial-
Supervisory-Securities-Corporate-1010012865, which sets out the following provisions for
compliance:

On a public company's first-time adoption of the TIFRS, for any unrealized revaluation gains and
cumul ative transl ation adj ustments (gains) recorded to shareholders’ equity that the company el ects
to transfer to retained earnings by application of the exemption under IFRS 1, the company shall
set aside an equal amount of specia reserve. Following a company’s adoption of the TIFRS for
the preparation of itsfinancial reports, when distributing distributable earnings, it shall set aside to
specia reserve, from the profit/loss of the current period and the undistributed earnings from the
previous period, an amount equal to “other net deductions from shareholders’ equity for the current
fiscal year, provided that if the company has already set aside specid reserve according to the
requirements in the preceding point, it shall set aside supplemental special reserve based on the
difference between the amount already set aside and other net deductionsfrom shareholders’ equity.
For any subsequent reversal of other net deductionsfrom shareholders’ equity, the amount reversed
may be distributed.



Details of 2020 and 2019 earnings distribution and dividends per share as approved and resolved
by the board of directors’ meeting and shareholders’ meeting on March 10, 2021 and June 18, 2020,
respectively, are asfollows:

Appropriation of earnings Dividend per share (NT$)
2020 2019 2020 2019
Legal reserve — $53,719
Special reserve $88,258 $18,729
Cash dividends — $82,849 — $0.15

Please refer to Note 6.(23) for further details on employees’ compensation and remuneration to
directors.

(199 SHARE-BASED PAYMENT PLANS

Restricted stocks plan for employees

The Company issued restricted stocks for employees on November 25, 2019 at $0 per share in the
amount of $50,000 thousand, totaling 5,000 thousand shares. The share price at grant date was $15.8
per share.

Restriction on the rights and vesting conditions of restricted stocks for employeesis as follows:

a. Therestricted stock awards the employees will obtain was kept by the designated trust institution as
trustee, which the employee cannot request to return the restricted stock awards for any reasons or
ways.

b. Before accomplishing the vesting conditions, the employee cannot sell, pledge, transfer, gift, set or
dispose in other ways, and they have no right to be allotted or obtaining dividends. Other rights are
similar with the capital that has been issued.

c. Before the employee accomplish the vesting conditions, the attendance, proposal, speaking, right of
voting, and other matters associated with shareholders meeting were executed based on the trust
custody contracts.

d. From the book closure date of issuance of bonus shares, cash dividends, issuance of common stock
for cash, shareholders meeting regulated by Article 165-3 of company law, or other facts that has
occurred to the date of rights allocation. The unrestricted stocks of the employees that have
accomplished the vesting conditions during the af orementioned period still have no rights to obtain
dividends or alotment.

For the years ended December 31, 2020 and 2019, the Company incurred expenses of $27,581 thousand
and $4,428 thousand for the share-based payment transactions respectively.



(20) OPERATING REVENUE

The details are as follow:

For the years ended December 31

2020 2019
Revenue from contracts with customers
Sales of 1C packaging and testing service $8,045,549 $10,101,028
Sales of dectronics manufacturing service 5,366,855 6,633,839
Other operating revenue 155,294 501,047
Tota $13,567,698 $17,235,914
(A) Disaggregation of revenue
For the years ended Semiconductor
December 31, 2020 Group EMS Group Tota
Sales of |C packaging and
testing service $8,045,549 — $8,045,549
Sales of electronics
manufacturing service — $5,366,855 5,366,855
Other operating revenue 121,610 33,684 155,294
Tota $8,167,159 $5,400,539 $13,567,698
Timing of revenue recognition:
Over time $8,045,549 $8,045,549
At apointintime 121,610 $5,400,539 5,522,149
Tota $8,167,159 $5,400,539 $13,567,698
For the years ended Semiconductor
December 31, 2019 Group EMS Group Tota
Sales of |C packaging and
testing service $10,101,028 $10,101,028
Sales of electronics
manufacturing service — $6,633,839 6,633,839
Other operating revenue 426,456 74,591 501,047
Tota $10,527,484 $6,708,430 $17,235,914
Over time $10,101,028 $10,101,028
At apointintime 426,456 $6,708,430 7,134,886
Tota $10,527,484 $6,708,430 $17,235,914




(B) Contract balances

(a) Contract assets-current
Dec. 31, 2020 Dec. 31, 2019 Jan. 1, 2019
Sales of |C packaging and
testing service $304,825 $302,982 $425,684

As of December 31, 2020 and 2019, the Company does not have an unconditiona right to
receive the consideration in the contract and transferred to accounts receivables at the reporting
date were $304,825 thousand and $302,982 thousand, respectively.

(b) Contract liabilities-current

Dec. 31, 2020 Dec. 31, 2019 Jan. 1, 2019

Sales of |C packaging and
testing service $25,365 $27,845 $15,150

As of December 31, 2020, and 2019, the Company recognized $3,748 thousand and $3,989
thousand, respectively, in revenues from the contract liabilities balance at the beginning of the
period.

(C) Transaction price allocated to unsatisfied performance obligations
None.

(D) Assetsrecognized from coststo fulfil a contract
None.

(21) EXPECTED CREDIT LOSSES/(GAINS)

For the years ended December 31

2020 2019

Operating expenses-expected credit (gains) losses

Accounts receivable and contract assets ($3,488) $7,714
Non-operating income and expenses-expected
credit (gains) losses

Other receivables (1,148) 1,148
Tota ($4,636) $8,862

Please refer to Note 12 for more details on credit risk.



The Company measures the | oss allowance of its contract assets and accounts receivables at an amount
equal to lifetime expected credit losses. The assessment of the Company’s loss allowance as of

December 31, 2020 and 2019 are as follow:

The Company considers the grouping of contract assets and accounts receivables by counterparties’
credit rating, by geographical region and by industry sector and its loss allowance is measured by using
aprovision matrix, details are as follow:

As of December 31, 2020

Semiconductor
Group Overdue
Not yet due  Within After
(Note) 30days 31-60days 61-90days 91-180days 18ldays Totd
Gross carrying
amount $1,838,042  $190,670 $23,678 — — $1,911 $2,054,301
Lossratio 0%~0.66% 0%~3.70% 24.59% 50.49% 67.48% 100%
Lifetime expected
credit losses 5,639 7,028 5,822 — — 1,911 20,400
Carrying amount of
trade receivables $1,832,403  $183,642 $17,856 — — — $2,033,901
EMS Group Overdue
Not yet due  Within After
(Note) 30days 31-60days 61-90days 91-180days 18ldays Totd
Gross carrying
amount $628,939 $9,473 $1,630 — — $47  $640,089
Lossratio 0%~0.04% 1.20% 7.13% 17.58% 35.49% 100%
Lifetime expected
credit losses 261 114 116 — — 47 538
Carrying amount of
trade receivables $628,678 $9,359 $1,514 — — —  $639,551
As of December 31, 2019
Semiconductor
Group Overdue
Not yet due  Within After
(Note) 30days 31-60days 61-90days 91-180days 18ldays Totd
Gross carrying
amount $1,613,762  $131,993 $11,053 $11,059 $5,995 $4,139 $1,778,001
Lossratio 0%~0.35% 0%~2.13% 0%-~19.86% 0%~50.03%  0.01%~69.01% 100%
Lifetime expected
credit losses 3,121 2,608 2,160 5,533 4,137 4,139 21,698
Carrying amount of
trade receivables $1,610,641 $129,385 $8,893 $5,526 $1,858 — $1,756,303




EMS Group Overdue
Not yet due  Within After
(Note) 30days 31-60days 61-90days 91-180days 18ldays Totd

Gross carrying
amount $1,130,155 $46,084 $19,180 $5,514 $1,962 $1,313 $1,204,208
Lossratio 0%~0.04% 1.55% 4.01% 14.05% 18.84% 100%

Lifetime expected
credit losses 458 714 769 774 370 1,313 4,398

Carrying amount of
trade receivables $1,129,697 $45,370 $18,411 $4,740 $1,592 — $1,199,810

(Note): The Company’s note receivables are not overdue.

The movement in the provision for impairment of contract assets, note receivables and trade receivables
for the years ended December 31, 2020 and 2019 is asfollows:

Notes Accounts
Contract assets receivables receivables
Bal. asof Jan. 1, 2020 — — $26,096
Addition/(reversal) for the current period — — (3,488)
Write off uncollectible accounts (1,670)
Bal. as of Dec. 31, 2020 — — $20,938
Bal. asof Jan. 1, 2019 — — $18,382
Addition for the current period — — 7,714
Bal. as of Dec. 31, 2019 — — $26,096

(22) LEASES

A. Company asalessee

The Company leases various properties, including rea estate such as land and buildings,
transportation equipment and other equipment. The lease terms range from 3 to 51 years.

The Company’s leases effect on the financial position, financial performance and cash flows are
asfollow:



(@) Amounts recognized in the bal ance sheet

Right-of-use assets

The carrying amount of right-of-use assets

Dec. 31, 2020 Dec. 31, 2019
Land $161,920 $150,742
Transportation equipment 4,648 8,793
Other equipment — —
Tota $166,568 $159,535

For the years ended December 31, 2020 and 2019, the Company’s additions to right-of-
use assets amounting to $24,152 thousand and $65,949 thousand respectively.

. Leaseliabilities

Dec. 31, 2020 Dec. 31, 2019
Current $14,882 $13,864
Non-current 153,193 146,759
Leaseliabilities $168,075 $160,623

Please refer to Note 6.(24)(4) for the interest on |lease liabilities recognized for the years
ended December 31, 2020, and 2019,and refer to Note 12.(5) Liquidity Risk Management
for the maturity analysisfor lease liabilities as of December 31, 2020.

(b) Amounts recognized in the statement of profit or loss

Depreciation charge for right-of-use assets

For the years ended December 31

2020 2019
Land $12,830 $12,949
Transportation equi pment 4,288 4,679
Other equipment — 687
Tota $17,118 $18,315




(c) Income and costs relating to leasing activities

For the years ended December 31

2020 2019
The expenses relating to short-term leases $2,217 $2,304
The expenses relating to leases of low-value assets (Not
including the expenses relating to short-term leases of low-
value assets) 3,324 3,396

For the rent concession arising as a direct consequence of the covid-19 pandemic, the
Company recognized in other income for the years ended December 31, 2020 were $1,471
thousand, to reflect changes in lease payments that arise from such rent concession to which
the Company has applied the practica expedient.

(d) Cash outflow relating to leasing activities

For the years ended December 31, 2020 and 2019, the Company’s total cash outflows for
leases amounting to $21,225 thousand and $24,494 thousand.

. Company as alessor

Leases of owned investment properties are classified as operating leases as they do not transfer
substantialy all the risks and rewards incidental to ownership of underlying assets.

For the years ended December 31

2020 2019
Leaseincome for operating leases
Income relating to fixed lease payments
and variable |ease payments that
depend on an index or arate $18,912 $24,625

Please refer to Note 6.(9) for relevant disclosure of property, plant and equipment for operating
leases under IFRS 16. For operating leases entered by the Company, the undiscounted lease
payments to be recelved and a total of the amounts for the remaining years as of December 31,
2020 and 2019 are asfollow:

Dec. 31, 2020 Dec. 31, 2019
Not later than one year $7,867 $24,092
Later than one year but not later than two years 6,688 21,610
Later than two years but not later than three years 4,254 14,296
Later than three years but not later than four years 3,191 4,254
Later than four years but not later than five years — 3,191
Later than five years — —
Tota $22,000 $67,443




(23) SUMMARY STATEMENTS OF EMPLOYEE BENEFITS, DEPRECIATION AND AMORTIZATION

EXPENSES BY FUNCTION

For the years ended December 31
2020 2019
Operating | Operating Tota Operating | Operating Tota
costs expenses | amount costs expenses | amount

Employee benefits expense

Salaries $2,184,502|  $393,755| $2,578,347|$2,615,433 | $443,050 |$3,058,483

Pension 103,384 22,285 125,669 104,588 20,640 125,228

Labor and health 257,396 40,510 297,906 288,237 39,635 | 327,872

insurance

Remuneration to directors — 3,175 3,175 — 14,963 14,963

Other employee benefits 240,567 45,187 285,754| 161,803 51,487 | 213,290

expense
Depreciation 1,367,950 53,018/ 1,420,968 1,392,451 53,583 | 1,446,034
Amortization 23,837 27,319 51,156 38,471 26,764 65,235

(1) Asof December 31, 2020 and 2019, the total number of employees of the Company were 5,464 and
6,393, including 4 and 5 non-employee directors, respectively.

(2) Companies listed on the TWSE should disclosure the following information :

A.

and 2019 were $557 thousand and $590 thousand, respectively.

The Company’s average employee benefit expenses for the years ended December 31, 2020

B. The Company’s average salary expenses for the years ended December 31, 2020 and 2019

©

were $436 thousand and $484 thousand.

The Company’s average salary expense adjustment for the years ended December 31, 2020
decreased by 9.92%.

The Company has set up an audit committee to replace the supervisor

The Company formulates salary policies under labor laws, external market levels interna
equity, and company operating performance. Employees’ compensation includes monthly
salary, various incentive measures, and bonuses to motivate employees to show higher
performance and energy, to create a mutually beneficial environment for both employers and
employees.

According to the resolution, the employee’s compensation and remuneration to directorsis based on the
current year’s earnings, which should be used first to cover accumulated deficit, if any, and then the
remaining balance shall be distributed: 8%~12% as employees’ compensation, and no more than 3% as
remuneration to directors.

The distribution ratio of employee’s compensation and remuneration to directors and employee’s
compensation may be made in the form of stocks or cash, which shall be determined by a resolution
adopted by amajority vote at aboard of directors meeting attended by two-thirds or more of thedirectors
and be reported at a shareholders’ meeting. Cash or stock dividends as bonus to employees shall only
be given to employees who satisfy certain conditions.

f'\/64f\/



The Company was net loss before tax for the years ended December 31, 2020; therefore, no
compensation for employees and remuneration of directors was accrued.

Based on the profit of the years ended December 31, 2019, the Company estimated the employees’
compensation and remuneration to directors amounts to $60,921 thousand and $11,423 thousand,
respectively, which are accounted for as salary expense.

No material differences exist between the estimated amount and the actual distribution of the employee
compensation and remuneration to directors for the years ended December 31, 2019.

Information on the Board of Directors’ resolution regarding the employees’ compensation and

remuneration to directors can be obtained from the “Market Observation Post System” on the website
of the TWSE.

(24) NON-OPERATING INCOME AND EXPENSES

(A) Interest income

For the years ended December 31

2020 2019

Financial assets measured at amortized cost $10,324 $10,833

(B) Other income

For the years ended December 31

2020 2019
Renta income $18,912 $24,626
Other income 53,416 17,210
Tota $72,328 $41,836

(C) Other gains and losses

For the years ended December 31

2020 2019
Gains on disposal of property, plant and equipment $3,384 $41,191
Foreign exchange (losses) gains, net (76,723) (48,962)
Other losses (657) —
Total ($73,996) ($7,771)




(D) Finance costs

For the years ended December 31

2020 2019
Interest on borrowings from bank ($69,783) ($110,459)
Interest on lease liabilities (3,335) (3,301)
Others (185) (42)
Dividends on preferred stock liabilities (603) —
Tota ($73,906) ($113,801)

(25) COMPONENTS OF OTHER COMPREHENSIVE INCOME(LOSS)

For the years ended December 31, 2020

Income tax
relating to
Reclassification Other components of Other
adjustments  comprehensive other comprehensive
Arising during during the income, before  comprehensive  income, net of
the period period tax income tax

Items that will not be reclassified

subsequently to profit or loss:

Remeasurements of defined benefit

plans ($34,730) — ($34,730) $6,946 ($27,784)
Unrealized gains (losses) from equity

instruments investments measured at

fair value through other comprehensive

income (119,628) — (119,628) 23,926 (95,702)
Items that may be reclassified

subsequently to profit or loss:

Exchange differences arising on

translating of foreign operation (23,475) — (23,475) 4,695 (18,780)
Share of other comprehensive income

of associates and joint ventures

accounted for using the equity method 272 — 272 — 272

Total of other comprehensive income ($177,561) — ($177,561) $35,567  ($141,994)




For the years ended December 31, 2019

Income tax
relating to
Reclassification Other components of Other
adjustments  comprehensive other comprehensive
Arising during during the income, before  comprehensive  income, net of
the period period tax income tax

Items that will not be reclassified

subsequently to profit or loss:

Remeasurements of defined benefit

plans ($8,772) - ($8,772) $1,754 ($7,018)
Unrealized gains (losses) from equity

instruments investments measured at

fair value through other comprehensive

income (8,018) — (8,018) 416 (7,602)
Items that may be reclassified

subsequently to profit or loss:

Exchange differences arising on

translating of foreign operation (18,965) — (18,965) 3,793 (15,172)
Share of other comprehensive income

of associates and joint ventures

accounted for using the equity method 1,081 — 1,081 — 1,081

Total of other comprehensive income ($34,674) — ($34,674) $5,963 ($28,711)

(26) INCOME TAX
(A) The major components of income tax (expense) income are as follows:

(a) Income tax (expense) income recognized in profit or loss

For the years ended December 31

2020 2019
Current income tax (expense) benefit income:
Current income tax charge ($12,118) —
Adjustments in respect of current
income tax of prior periods — ($341)

Deferred tax (expense) income:

Deferred tax (expense) relating to

origination and reversal of temporary

differences (8,612) (3,764)

Deferred tax (expense) relating to

origination and reversal of tax loss and

tax credit — (141,936)
Total income tax (expense) benefit ($20,730) ($146,041)




(b) Income tax relating to components of other comprehensive income

For the years ended December 31

2020 2019

Deferred tax income:
Remeasurements of defined benefit
plans $6,946 $1,754
Unrealized (gains) losses from equity
instruments investments measured at
fair value through other comprehensive
income 23,926 416
Exchange differences resulting from

tranglating aforeign operation 4,695 3,793

Income tax relating to components of

other comprehensive income $35,567 $5,963

(B) Reconciliation between tax expense and the product of accounting profit multiplied by applicable
tax ratesisasfollows:

For the years ended December 31

2020 2019

Accounting profit (loss) before tax from continuing operations ($245,393) $734,001
At parent company statutory income tax rate 49,078 (146,800)
Tax effect of revenues exempt from taxation 5,106 4,013
Tax effect of non-deductible expenses from taxation (352) —

Tax effect of deferred tax asset/liability (57,338) 3,042
Other adjustment due to taxation (5,106) (5,955)
Adjustmentsin respect of current income tax of prior periods — (341)
Withholding tax of repatriated offshore funds (12,118) —

Tota income tax (expense) benefit recognized in profit or loss ($20,730) ($146,041)




(C) Deferred tax assets (liabilities) relate to the following:

For the years ended December 31, 2020
Deferred tax
income (expense)
Deferred tax recognizedin
Beginning  income (expense) other

bal ance as of recognizedin comprehensive

Ending balanceas

Jan. 1, 2020 profit or loss income of Dec. 31, 2020
Temporary differences
Unrealized exchange gains and
losses $1,034 $3,610 — $4,644
Loss on inventory obsolescence 60,961 (3,103) — 57,858
Investments accounted for using
the equity method 1,138,423 (39,069) $4,695 1,104,049
Unrealized (gains) losses from
financial assets measured at fair
value through other comprehensive
income (31,272) — 23,926 (7,346)
Loss alowance 230 (230) — —
Impairment of assets 2,109 — — 2,109
Non-current liability — Defined
benefit Liability 87,829 (16,267) 6,946 78,508
Compensated absences 5,236 1,013 — 6,249
Other 17,390 (96) — 17,294
Unused tax losses 232,847 45,530 — 278,377
Deferred tax (expense)/ income ($8,612) $35,567
Net deferred tax assets/(liabilities) $1,514,787 $1,541,742
Reflected in balance sheet as follows:
Deferred tax assets $1,546,059 $1,549,088
Deferred tax liabilities $31,272 $7,346




For the years ended December 31, 2019

Deferred tax
income (expense)
Deferred tax recognized in
Beginning  income (expense) other
bal ance as of recognizedin comprehensive  Ending balance as
Jan. 1, 2019 profit or loss income of Dec. 31, 2019
Temporary differences
Unrealized exchange gains and
losses ($1,951) $2,985 — $1,034
Loss on inventory obsolescence 49,774 11,187 — 60,961
Investments accounted for using
the equity method 1,139,737 (5,207) $3,793 1,138,423
Unrealized (gains) losses from
financia assets measured at fair
value through other comprehensive
income (31,688) — 416 (31,272)
Loss dlowance — 230 — 230
Impairment of assets 2,109 — — 2,109
Non-current liability — Defined
benefit Liability 99,180 (13,205) 1,754 87,829
Compensated absences 4,651 585 — 5,236
Other 17,929 (539) — 17,390
Unused tax losses 374,783 (141,936) — 232,847
Deferred tax (expense)/ income ($145,700) $5,963
Net deferred tax assets/(liabilities) $1,654,524 $1,514,787
Reflected in balance sheet as follows:
Deferred tax assets $1,688,163 $1,546,059
Deferred tax liabilities $33,639 $31,272
(D) Thefollowing table contains information of the unused tax losses of the Company:
Tax losses for Unused tax losses as of Expiration
Y ear the period Dec. 31, 2020 Dec. 31, 2019 year Note
2017 $1,155,026 $958,742 $958,742 2027 Assessed
2018 498,015 498,015 498,015 2028 Non-assessed
2020 227,652 227,652 — 2030 Non-assessed
Tota $1,684,409 $1,456,757




(E) Unrecognized deferred tax assets

As of December 31, 2020 and 2019, deferred tax assets that have not been recognized asthey
may not be used to offset taxable profits were $104,034 thousand and $58,504, respectively.

(F) The assessment of income tax returns

As of December 31, 2020, the assessment of the income tax returns of the Company is as

follows:

The assessment of income tax returns

The Company Assessed and approved up to 2017

(27) EARNINGS PER SHARE

Basic earnings per share amounts are calculated by dividing net profit for the year attributable to
ordinary equity holders of the parent entity by the weighted average number of ordinary shares

outstanding during the year.

Diluted earnings per share amounts are calculated by dividing the net profit attributable to ordinary
equity holders of the parent (after adjusting for interest on the convertible bonds payable) by the
weighted average number of ordinary shares outstanding during the period plus the weighted average
number of ordinary shares that would be issued on conversion of all the dilutive potential ordinary

shares into ordinary shares.

For the years ended December 31

2020 2019

(a) Basic (losses) earnings per share
(Loss) Profit attributable to ordinary
equity holders of the Company (in
thousand NT$) ($266,123) $587,960
Weighted average number of ordinary
shares outstanding for basic earnings per
share (in thousands) 552,467 552,329

Basic (losses) earnings per share (NT$) ($0.48) $1.06




For the years ended December 31
2020 2019

(b) Diluted earnings (losses) per share
Profit (Loss) attributable to ordinary
equity holders of the Company (in
thousand NT$) ($266,123) $587,960
Weighted average number of ordinary
shares outstanding for basic earnings per
share (in thousands) 552,467 552,329
Effect of dilution:
Employee compensation— stock (in —
thousands) 4,102
Weighted average number of ordinary
shares outstanding after dilution (in

thousands) 552,467 556,431
Diluted earnings (losses) per share
(NT$) ($0.48) $1.06

There have been no other transactions involving ordinary shares or potential ordinary shares between
the reporting date and the date of completion of the financial statements. In addition, the Company was
net lossfor the years ended December 31, 2020, so there was no dilution effect on the earnings per share.

7. RELATED PARTY TRANSACTIONS

Information of the related partiesthat had transactions with the Company during the financial reporting period
isasfollows:

Name and nature of relationship of the related parties

Name of the related parties Nature of relationship of the related parties
ORIENT SEMICONDUCTOR ELECTRONICS

PHILIPPINES, INC. (OSEP) Subsichry
OSE USA, INC. (OSEU) Subsidiary
ATP ELECTRONICS TAIWAN INC.(ATP) Associate
INFOFAB, INC.(INFOFAB) Associate
OSE PROPERTIES, INC.(PROPERTIES) Associate
OSE INTERNATIONAL LTD. (B.V.I) Subsidiary
COREPLUS (HK) LIMITED. (COREPLUS) Subsidiary

Substantive related party (No longer listed as a
related party in the fourth quarter in 2020)
Substantive related party (No longer listed as a
related party in the fourth quarter in 2020)

OAE TECHNOLOGY, INC.(OAE)

SCREENBEAM,INC (SCREENBEAM)



Name of the related parties

Nature of relationship of the related parties

INFOACTION TECHNOLOGY, INC. (INFOACTION)

GOLFWARE INC.(GOLFWARE)

VALUE PLUS TECHNOLOGY (SUZHOU) CO.
(VALUEPLUS)

PHISON ELECTRONICS CORPORATION (PHISON)
LONGSY S ELECTRONICS (TAIWAN) CO., LTD.
(LONGSYS)

LONGSY S (HK) ELECTRONICS CO., LTD.
(LONGSYS)

CHIPBOND TECHNOLOGY
CORPORATION(CHIPBOND)

(1) Significant transactions with related parties:

Substantive related party (No longer listed as a
related party in the fourth quarter in 2020)

Substantive related party (No longer listed as a
related party in the fourth quarter in 2020)

Subsidiary

Legal Director of the Company
Legal Director of the Company (No longer listed asa
related party in the third quarter in 2019)

Associate of Lega Director of the Company (No
longer listed as arelated party in the third quarter in
2019)

The investor of Company under the equity method

(A) Sdes
For the years ended December 31
2020 2019
Associates $137,373 $216,110
PHISON 1,760,738 2,332,055
LONGSY S(Note) — 748,726
Other related party 7,688 16,616
Total $1,905,799 $3,313,507

The sales price to the above related parties was determined through mutual agreement based on the
market rates. The details of credit period are 30~ 60 days. The outstanding balance at December
31, 2020 and 2019 was unsecured, non-interest bearing and must be settled in cash. The receivables

from the related parties were not guaranteed.

(B) Purchase
For the years ended December 31
2020 2019
COREPLUS $298,234 $579,968
Subsidiaries 8,032 23,439
Associates — 1,162
Key management personnel of the 472 74
Company
Other related party 1,916 8,817
Tota $308,654 $613,460

The purchase price to the above related parties was determined through mutual agreement based on
the market rates. The payment terms from the related party suppliers are comparable with third

party suppliers



©

(D)

(E)

(F)

Accounts Receivable

ATP

PHISON

Other related party
Less: loss alowance
Tota

Other Receivable

VALUEPLUS

Associates

ATP

Key management personnel of the
Company

Total

Accounts Payable

COREPLUS

Subsidiaries

OSEU

INFOFAB (Note)

Other related party

Associates

Key management personnel of the
Company

Total

(Note): The payments are the purchase of computer software.

Lease

Rental income

ATP

INFOFAB

Other related party
Associates

Tota

Dec. 31, 2020 Dec. 31, 2019
$21,643 $32,904
208,278 194,116

— 2,537
(=) (=)
$229,921 $229,557

Dec. 31, 2020 Dec. 31, 2019

$21,152 $3,033
250 266
1,043 2,512
176 —
$22,621 $5,811

Dec. 31, 2020 Dec. 31, 2019

$12,312 $169,039

90 253

6,411 1,602

1,268 36,587

— 1,826

953 —

265 70

$21,299 $209,377
For the years ended December 31
2020 2019

$4,258 $4,258

2,937 2,940

32 42

184 —

$7,411 $7,240




(G) Transaction of properties

For the years ended December 31, 2020

Gain (loss) on sales The basis of

Counterparties Property Amount of assets transaction price
Purchases
INFOFAB Computer software $12,223  Not applicable Negotiate
Subsidiaries Other equipment 249  Not applicable Negotiate
Associates Machinery and . .
. Y 285  Not applicable Negotiate
equipment
Tota $12,757
Unreduced Gain (loss) on The basis of
Counterparties Property balance Saleprice  salesof assets  transaction price
Sdes
VALUEPLUS  Other equipment — $ $4 Negotiate
VALUEPLUS Machinery and B 5 5
equipment Negotiate
Total — $9 $9
For the years ended December 31, 2019
Gain (loss) on sales The basis of
Counterparties Property Amount of assets transaction price
Purchases
INFOFAB Other equipment $2,224 Not applicable Negotiate
INFOFAB Computer software 15,887 Not applicable Negotiate
Tota $18,111
Unreduced Gain (loss) on The basis of
Counterparties Property balance Sale price salesof assets  transaction price
Saes
VALUEPLUS Machinery and
equi pment — $31,178 $31,178 Negotiate
(H) Intercompany borrowing
Dec. 31, 2020
Interest  Interest income
Related parties Maximum amount Amount rates (expense)
Amount lent to: (included in long-term receivables-affiliates accounts)
OSEP $476,298 $476,298 1.809% ~
(USD16,724 thousand) (USD16,724 thousand)  2.00% $7,851




Dec. 31, 2019

Interest Interest income

OSEP

Related parties Maximum amount Amount rates (expense)
Amount lent to: (included in long-term receivabl es-affiliates accounts)
$370,127 $370,127
(USD12,305 thousand) (USD12,305 thousand)  2.00% $7,596

() Compensation of key management personnel

For the years ended December 31

2020 2019
Short-term employee benefits $39,632 $64,055
Post-employment benefits 783 879
Share-based payment 3,052 710
Tota $43,467 $65,644

(J) Other disclosures

A.

The Company has engaged with OSEU as its sales and collection agent in America. For the
years ended December 31, 2020 and 2019, total commission expenses amounted to $46,407
thousand and $58,312 thousand. The amount unpaid as of December 31, 2020 and 2019 were
$8,506 thousand and $11,186 thousand, which were included in accrued expenses account.

As of December 31, 2020 and 2019, the Company paid $0 and $6,489 thousand -~ $40,428
thousand and $89,288 thousand service fees to maintain information system of INFOFAB,
respectively, which are accounted for as maintenance expenses. As of December 31, 2020 and
2019, the unpaid maintenance expenses amounted to $1,268 thousand and $36,587 thousand,
respectively, which were recorded under accounts payable — affiliates-account.

Due to the issuance of preferred stock liabilities in 2020, the Company has to pay the interest
expenses $603 thousand to CHIPBOND TECHNOLOGY. The unpaid interest expenses

amounted to $603 thousand were recorded under the account of other payable — affiliates.

The summary of the guaranty/ warranty balance toward the Company’s affiliatesis asfollows:

Dec. 31, 2020 Dec. 31, 2019
COREPLUS $71,200 $75,200
(USD 2,500 thousand) (USD 2,500 thousand)
OSEP $28,480 —
(USD 1,000 thousand)
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. ASSETS PLEDGED AS SECURITY

The following table lists assets of the Company pledged as security:

Carrying amount

Assets pledged for security Dec. 31,2020 Dec. 31, 2019 Secured liabilities details

Other financial assets—current—time deposits $6,550 $46,214  Short and long-term borrowings

Other financial assets-current—deposits 20,005 108,012 Short and long-term borrowings

reserved for repayment

Investments accounted for using the equity — 171,403  Short-term borrowings

method -ATP

Property, plant and equipment—Buildings 828,872 Short and long-term borrowings
860,389

Property, plant and equipment—Machinery 1,445,936 2,096,755  Short and long-term borrowings

and equi pment

Property, plant and equipment—Assets leased 3,130 139,225 Long-term borrowings

to others-Buildings

Refundable deposits-time deposits 145,300 131,500 Customs export guarantee and

Other
Tota $2,449,793 $3,553,498
9. COMMITMENTSAND CONTINGENCIES

10

11.

(1) Guarantee given by the bank for the payment of input tax imposed for sales from atax free zone to non

tax free zone amounted to $400,000 thousand.

(2) The Company issued promissory notes of $4,745,928 thousand as guarantees for bank |oans.

(3) The Company issued promissory notes of $15,108 thousand as guarantee for project.

(4) The Company has acted as a subcontractor for processing electronic products and provided storage
services for outsiders. As of December 31, 2020, the Company kept the processed electronic products
of $10,162,827 thousand and raw materials of $466,664 thousand on custodian.

(5) Asof December 31, 2020, the Company had opened an unused letter of credit amounting to USD 480

thousand.

. LOSSES DUE TO MAJOR DISASTERS

None.

SIGNIFICANT SUBSEQUENT EVENTS

To makethe group's resources utilized effectively and generate the shareholders’ maximum profits, the board
resolution was passed to close down the subsidiary, OSE USA Inc., on January 26, 2021 as a result of the
rapid changes of global business environments as well as the negative impact of COVID-19.



12. FINANCIAL INSTRUMENTS

(1) Categoriesof financia instruments

Financial assets

Financial asset at fair value through profit or loss
Financia assets at fair value through other comprehensive
income
Financial assets measured at amortized cost:
Cash and cash equiva ents (exclude cash on hand)
Financia assets measured at amortized cost
Notes, accounts and other receivables
Other financial asset
Long-term receivables-Affiliates
Subtotal
Total

Financial liabilities

Financial liabilities at amortized cost:
Short-term borrowings
Short-term notes payable
Notes, accounts and other payable
Long-term loans (including of current portion)
Leaseliabilities
Preferred stock liabilities

Total

(2) Financial risk management objectives and policies

Dec. 31, 2020 Dec. 31, 2019

$6,486 —
107,232 $226,860
1,641,429 1,490,904
131,045 —
2,417,692 2,687,504
26,555 154,226
476,298 496,399
4,693,019 4,829,033
$4,806,737 $5,055,893

Dec. 31, 2020 Dec. 31, 2019

$1,101,572 $2,373,766

— 379,210

2,962,657 4,173,933

861,600 2,095,326

168,075 160,623

1,006,485 —

$6,100,389 $9,182,858

The Company’s principa financial risk management objective is to manage the market risk, credit risk
and liquidity risk related to its operating activates. The Company identifies measures and manages the
aforementioned risks based on the company’s policy and risk appetite.

The Company has established appropriate policies, procedures and internal controls for financial risk
management. Before entering into significant transactions, due approva process by the Board of
Directors and Audit Committee must be carried out based on related protocols and internal control

procedures. The Company complies with its financia risk management policies at al times.



(3) Market risk

Market risk is the risk that the fair value of future cash flows of afinancia instrument will fluctuate
because of the changes in market prices. Market prices comprise currency risk, interest rate risk and
other price risk (such as equity risk).

In practice, it is rarely the case that a single risk variable will change independently from other risk
variable, there is usually interdependencies between risk variables. However, the sensitivity anadysis

disclosed below does not take into account the interdependencies between risk variables.

(A)Foreign currency risk

The Company’s exposure to the risk of changes in foreign exchange rates relates primarily to the
Company’s operating activities (when revenue or expense are denominated in a different currency
from the Company’sfunctional currency) and the Company’s net investmentsinforeign subsidiaries.

The Company has certain foreign currency receivables to be denominated in the same foreign
currency with certain foreign currency payables, therefore natural hedge is received. The Company
aso uses forward contracts to hedge the foreign currency risk on certain items denominated in
foreign currencies. Hedge accounting is not applied as they did not qualify for hedge accounting
criteria. Furthermore, as net investments in foreign subsidiaries are for strategic purposes, they are
not hedged by the Company.

The foreign currency sensitivity analysis of the possible change in foreign exchange rates on the
company’s profit is performed on significant monetary items denominated in foreign currencies as
at the end of the reporting period. The company’s foreign currency risk is mainly related to the
volatility in the exchange rates for foreign currency USD and foreign currency JPY .

(B)Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changesin market interest rates. The Company’s exposureto therisk of changes
in market interest rates relates primarily to the company’s loans and receivables at variable interest
rates, bank borrowings with fixed interest rates and variable interest rates.

The Company managesitsinterest raterisk by having abalanced portfolio of fixed and variableloans

and borrowings and entering into interest rate swaps. Hedge accounting does not apply to these
swaps as they do not qualify for it.



(C)Equity pricerisk

The Company’s listed and unlisted equity securities are susceptible to market price risk arising from
uncertainties about future values of theinvestment securities. The Company’slisted equity securities
are classified under held for trading financial assets or available-for-sale financial assets, while
unlisted equity securities are classified as available-for-sale. The Company manages the equity price
risk through diversification and placing limits on individual and total equity instruments. Reports
on the equity portfolio are submitted to the Company’s senior management on aregular basis. The
Company’s Board of Directors reviews and approves al equity investment decisions.

(D)Risks of pre-tax Sensitivity analysis are as follows.

For the years ended December 31, 2020

Key risk Variation Sensitivity of profitandloss  Sensitivity of equity
Foreign currency risk  NTD/USD Foreign currency
+/— 19 +/— 15,266 thousand —
NTD/JPY Foreign currency
+/— 19 —/+ 1,264 thousand —
Interest rate risk Market rate +/— 10
fundamental proposition ~+/— 1,964 thousand —
Equity pricerisk Market price +/— 10
fundamental proposition — +/— 1,072 thousand

For the years ended December 31, 2019

Key risk Variation Sensitivity of profit andloss  Sensitivity of equity
Foreign currency risk  NTD/USD Foreign currency
+/— 19 +/— 15,337 thousand —
NTD/JPY Foreign currency +
/1— 1% +/— 373 thousand —
Interest rate risk Market rate +/— 10
fundamental proposition +/— 4,469 thousand —
Equity pricerisk Market price +/— 10
fundamental proposition — +/— 2,269 thousand

(4) Credit risk management

Credit risk is the risk that a counterparty will not meet its obligations under a contract, leading to a
financial loss. The Company is exposed to credit risk from operating activities (primarily for accounts
receivables and notes receivables) and from its financing activities, including bank deposits and other
financial instruments.



®)

Customer credit risk is managed by each business unit subject to the company’s established policy,
procedures and control relating to customer credit risk management. Credit limits are established for all
customers based on their financia position, rating from credit rating agencies, historical experience,
prevailing economic condition and the company’s internal rating criteria etc. Certain customer’s credit
risk will also be managed by taking credit enhancing procedures, such as requesting for prepayment or
insurance.

As of December 31, 2020 and 2019, amounts receivables from top ten customers represent 81.97% and
84.74% of the total accounts receivables of the Company, respectively. The credit concentration risk of
other accounts receivablesisinsignificant.

Credit risk from bal ances with banks, fixed income securities and other financia instrumentsis managed
by the company’s treasury in accordance with the company’s policy. The Company only transacts with
counterparties approved by the internal control procedures, which are banks and financia institutions,
companies and government entities with good credit rating and with no significant default risk.
Consequently, there is no significant credit risk for these counter parties.

Liquidity risk management

The Company’s abjectiveisto maintain a balance between continuity of funding and flexibility through
the use of cash and cash equivaents, highly liquid equity investments, bank borrowings, convertible
bonds and finance leases. The table below summarizes the maturity profile of the company’s financial
liabilities based on the contractual undiscounted payments and contractual maturity. The payment
amount includesthe contractual interest. The undiscounted payment relating to borrowingswith variable
interest ratesis extrapol ated based on the estimated interest rate yield curve as of the end of the reporting
period.

Non-derivative financial instruments

Lessthan 1
year 2to3years 4toSyears >5years Tota

Asof Dec. 31, 2020

Borrowings $1,344,285 $620,000 — —  $1,964,285
Lease liabilities 17,933 30,989 29,411 118,653 196,986
Preferred stock liabilities 603 40,000 40,000 1,019,451 1,100,054
Asof Dec. 31, 2019

Borrowings $3,567,916 $867,994 $36,842 —  $4,472,752
Short-term notes payable 379,210 — — — 379,210
Lease liabilities 17,170 29,798 25,001 123,386 195,355



(6) Reconciliation of liabilities arising from financing activities

Reconciliation of liabilities for the years ended December 31, 2020:

Foreign

As of Jan. exchange As of Dec.

1, 2020 Cashflows movement Others 31, 2020
Short-term borrowings $2,373,766 ($1,272,327) — $133 $1,101,572
Long-term borrowings 2,095,326 (1,238,142) — 4,416 861,600
Leaseliabilities 160,623 (15,684) — 23,136 168,075
Refundable deposits 3,474 (50) — — 3,424
Short-term notes payable 379,210 (379,210) — — —
Preferred stock liabilities — 999,999 — 6,486 1,006,485

Reconciliation of liabilities for the years ended December 31, 2019:

Foreign

As of Jan. exchange As of Dec.

1, 2019 Cashflows  movement Others 30, 2019
Short-term borrowings $2,806,857 ($433,155) — $64  $2,373,766
Long-term borrowings 3,053,515 (962,010) — 3821 2,095,326
Leaseliabilities 152,959 (18,794) — 26,458 160,623
Refundable deposits 3,424 50 — — 3,474
Short-term notes payable 349,610 29,600 — — 379,210

(7) Fair values of financial instruments

A. The methods and assumptions applied in determining the fair value of financial instruments:

Fair valueisthe pricethat would bereceived to sell an asset or paid to transfer aliability in an orderly
transaction between market participants at the measurement date. The following methods and
assumptions were used by the Company to measure or disclose thefair values of financial assetsand

financial liabilities;

(@ Thecarrying amount of cash and cash equivalents, accounts receivabl es, accounts payable and
other current liabilities approximate their fair value due to their short maturities.

(b) For financia assets and liabilities traded in an active market with standard terms and
conditions, their fair value is determined based on market quotation price (including listed
equity securities, beneficiary certificates, bonds and futures etc.) at the reporting date.



(c) Fair vaue of equity instruments without market quotations (including private placement of
listed equity securities, unquoted public company and private company equity securities) are
estimated using the market method valuation techniques based on parameters such as prices
based on market transactions of equity instruments of identical or comparable entities and other
relevant information (for example, inputs such as discount for lack of marketability, P/E ratio
of similar entities and Price-Book ratio of similar entities).

(d) Fair value of debt instruments without market quotations, bank loans, bonds payable and other
non-current liabilities are determined based on the counterparty prices or vauation method.
The valuation method uses DCF method as a basis, and the assumptions such as the interest
rate and discount rate are primarily based on relevant information of similar instrument (such
as yield curves published by the GreTai Securities Market, average prices for Fixed Rate
Commercia Paper published by Reuters and credit risk, etc.)

(e) The fair vaue of derivatives which are not options and without market quotations, is
determined based on the counterparty prices or discounted cash flow analysis using interest
rate yield curve for the contract period. Fair value of option-based derivative financia
instruments is obtained using on the counterparty prices or appropriate option pricing model
(for example, Black-Scholes model) or other valuation method (for example, Monte Carlo

Simulation).

B. Fair value of financial instruments measured at amortized cost

Other than cash and cash equivalents, accounts receivables, accounts payable and other current
liabilities whose carrying amount approximate their fair value, the fair value of the Company’s
financial assets and financial liabilities measured at amortized cost is listed in the table below:

Carrying amount

Dec. 31, 2020 Dec. 31, 2019
Financial Assets
Long-term receivables-affiliates $476,298 $496,399
Financial liabilities
Long-term borrowings $861,600 $2,095,326
Leaseliabilities $168,075 $160,623
Preferred stock liabilities $1,006,485 —



Fair Vaue

Dec. 31, 2020 Dec. 31, 2019
Financial Assets
Long-term receivables-affiliates $476,298 $496,399
Financial liabilities
Long-term borrowings $861,600 $2,095,326
Lease liabilities $168,075 $160,623
Preferred stock liabilities $1,006,485 —

C. Fair value measurement hierarchy for financial instruments

Please refer to Note 12.(8) for fair value measurement hierarchy for financial instruments of the
Company.

(8) Fair value measurement hierarchy

A. Fair value measurement hierarchy:

All asset and liabilities for which fair value is measured or disclosed in the financia statements are
categorized within the fair value hierarchy, based on the lowest level input that is significant to the
fair value measurement asawhole. Level 1, 2 and 3 inputs are described as follows:

Level 1. Quoted (unadjusted) market prices in active markets for identical assets or liabilities that
the entity can access at the measurement date

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: Unobservableinputs for the asset or liability

For assets and liahbilities that are recognized in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between Levels in the hierarchy by re-
ng categorization at the end of each reporting period.

B. Fair value measurement hierarchy of the Company’s assets and liabilities:
The Company does not have assets that are measured at fair value on a non-recurring basis. Fair

value measurement hierarchy of the Company’s assets and liabilities measured at fair value on a
recurring basisis as follows:



December 31, 2020

Level 1 Level 2 Level 3 Totd

Financid assets:
Financial asset at fair value through profit
or loss
Recovery value of preferred stock
liabilities — — $6,486 $6,486
Financial assets at fair value through other
comprehensive income
Equity instrument — $18,858 $88,374 $107,232

December. 31, 2019

Level 1 Level 2 Level 3 Totd

Financid assets:
Financial assets at fair value through other
comprehensive income
Equity instrument — —  $226,860 $226,860

Transfers between Level 1 and Level 2 during the period

During the years ended December 31, 2020 and 2019, there were no transfers between Level 1 and

Level 2 fair value measurements.

Reconciliation for fair value measurements in Level 3 of the fair value hierarchy for movements

during the period is as follows:

At fair value through profitor At fair value through other

loss comprehensive income

Derivative financia instruments Stock
Beginning balance as of Jan. 1, 2020 — $226,860
Recognized in other comprehensive —
_ (119,628)
income
Transfer out of Level 3 — (18,858)
Acquire/lssuein 2020 $6,486 —
Ending balance as of Dec. 31, 2020 $6,486 $88,374




Beginning balance as of Jan. 1, 2019
Recognized in other comprehensive
income

Transfer out of Level 3
Ending balance as of Dec. 31, 2019

At fair value through profitor At fair value through other

loss comprehensive income
Derivative financia instruments Stock
— $234,878
B (8,018)
- $226,860

I nformation on significant unobservabl e inputs to valuation

Description of significant unobservable inputs to valuation of recurring fair value measurements
categorized within Level 3 of the fair value hierarchy is asfollows:

December 31, 2020

Relationship
Valuation Significant Quantitative between inputsand Sensitivity of the input to
techniques  unobservableinputs information fair value fair value
Financial assets:
Financial asset at
fair value through
profit or loss
Derivativefinancial Approach of  Discount rate 1.697s2% The higher the 1% increase (decrease)
instruments interest rates discount rate, the  in the discount for lack
assessment lower the fair value of discount rate would
of the stocks result in (decrease)
increasein the
Company’s income by
$6,216 thousand and
$18,468 thousand.
Financia assets at
fair value through
other
comprehensive
income
Stocks (1) Market Discount for lack of 20.00%6  The higher the 1% increase (decrease)
approach— marketability ~25.009%  discount for lack of in the discount for lack
P/E marketability, the  of marketability would
(2) Market lower the fair value result in (decrease)
approach of the stocks increasein the
—P/B Company’s equity by
$997 thousand.



December 31, 2019

Relationship
Valuation Significant Quantitative between inputsand Sensitivity of the input
techniques unobservable inputs  information fair value to fair value
Financial assets:
Financial assets at
fair value through
other
comprehensive
income
Stocks (1) Market (1) Discount rate 11.59% (1) Thehigherthe 1% increase (decrease)
approach— (2) Discount for lack  ~25.06% discount rate, in the discount for lack
P/IE of marketability the lower the of marketability would
(2) Market fair value of the result in (decrease)
approach stocks increasein the
—PIS (2) The higher the  Company’s equity by
(3) Option discount for $2,376 thousand.
lack of
marketability,
the lower the

fair value of the

stocks

C. Fair value measurement hierarchy of the Company’s assets and liabilities not measured at fair value
but for which the fair valueis disclosed:

December 31, 2020

Level 1 Level 2 Level 3 Totd

Financial assets not measured at fair value
but for which the fair valueis disclosed:
Long-term receivables-affiliates — $476,298 — $476,298

Financial liabilities not measured at fair
value but for which the fair valueis

disclosed:
Long-term loans — 861,600 — 861,600
Leaseliabilities — 168,075 — 168,075
Preferred stock liabilities — 1,006,485 — 1,006,485



December 31, 2019

Financial assets not measured at fair value
but for which thefair value is disclosed:

Long-term receivables-affiliates

Financia liabilities not measured at fair
value but for which the fair valueis
disclosed:

Long-term loans
Leaseliabilities

(9) Significant assets and liabilities denominated in foreign

Level 1 Level 2 Level 3 Totd
— $496,399 — $496,399
— 2,095,326 — 2,095,326
— 160,623 — 160,623

currencies

Information regarding the significant assets and liabilities denominated in foreign currencies is listed

below:
Dec. 31, 2020
Foreign currencies  Foreign exchange rate NTD

Financia assets
Monetary items:

usD $106,812 28.48 $3,042,006

JPY 96,160 0.2766 26,598
Non-monetary items:

usD 25,561 28.48 727,977
Financid liabilities
Monetary items:

usD 53,208 28.48 1,515,364

JPY 553,061 0.2766 152,977

Dec. 31, 2019
Foreign currencies  Foreign exchange rate NTD

Financial assets
Monetary items:

usD $128,553 30.08 $3,866,874

JPY 386,287 0.2771 107,040
Non-monetary items:

usD 36,188 30.08 1,088,535
Financial liabilities
Monetary items:

usD 77,567 30.08 2,333,215

JPY 251,559 0.2771 69,707



(10)

The above information is disclosed based on the carrying amount of foreign currency (after conversion
to functional currency).

The Company’s entities functional currencies are various, and hence are not able to disclose the
information of exchange gains and losses of monetary financial assets and liabilities by each significant
asset and liability denominated in foreign currencies. The foreign exchange (losses) gains were
($76,723) thousand and ($48,962) thousand for the years ended December 31, 2020 and 2019,

respectively.

Capital management

The primary objective of the Company’s capital management isto ensurethat it maintains astrong credit
rating and healthy capital ratios in order to support its business and maximize shareholder value. The
Company manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Company may adjust dividend payment to
shareholders, return capital to shareholders or issue new shares.



VII.

Review and analysis of financial status and financial performance and risk matters
I. Financial status

Unit: NTD thousand

o Fiscal Yearl 9020 2019 (c'féirriiii) Profﬁ;:gg‘ of Ar;ilgrf;ec’f
amount (Note)

Current assets 6,019,664 6,258,470 (238,806) (3.82%)

Property, plant and equipment 5,285,569 6,264,246 (978,677) (15.62%)

Intangible assets 34,706 58,445 (23,739) (40.62%)

Other assets 3,143,880 3,337,589 (193,709) (5.80%)

Total assets 14,483,819 15,918,750 (1,434,931) (9.01%)

Current liabilities 4,649,366 8,263,388 (3,614,022) (43.74%)

Non-current liabilities 2,231,685 1,589,207 642,478 40.43%

Totalliabilities 6,881,051 9,852,595 (2,971,544) (30.16%) n

Egr“e'g:;trgg;‘sd toownersofthe | 7 555768 | 6,066,155 1,536,613 25.33%

Capital 7,372,225 5,573,285 1,798,940 32.28% (m

Capital reserve 220,723 45,711 175,012 382.87% (n

Retained earnings(loss) 160,707 537,191 (376,484) (70.08%) (v)

Other equity (150,887) (90,032) (60,855) 67.59%| (V)

Total equity 7,602,768 6,066,155 1,536,613 25.33%

(Note): Analysis for proportion of change between the current and the previous period which reaches 20% and the

amount is considerable

Analysis for proportion of change:

) Total liabilities decreased by NT$2,971,544 thousand over the same period last year, mainly due to the
issuance of Preferred Shares B (debt-like preferred Shares) before the end of the year, and the proceeds
received from the private placement were used to repay bank loans.

()] The capital stock increased by NT$1,798,940 thousand over the same period last year, which was mainly due

to the issuance of $1,801,800 thousand of Preferred Shares C before the end of the year, and the partial

recovery and cancellation of new shares with restricted Employees' rights for capital reduction.

The increase in capital surplus of NT$175,012 thousand over the same period last year was mainly due to the

issuance of preferred shares at a premium of $1.10 per share, which resulted in a preferred share premium of

NT$198,198 thousand, and the first reversal of NT$23,186 thousand in the second year of the new shares

with restricted Employee rights that did not meet the vesting conditions.

Retained earnings went down by NT$376,484 thousand over the same period last year, mainly due to the

payment of cash dividends of NT$82,849 thousand for 2019, a decrease of NT$27,512 thousand in the

re-measurement of defined benefit plans, and a decrease of earnings of NT$266,123 thousand for the period.

Other equity reduced by NT$60,855 thousand mainly due to the decrease rate in foreign currency exchange

differences of financial statements for foreign operating agencies, the effect of net foreign currency exchange

loss by the USD (30.08—28.48), reduced by NT$18,780 thousand, the increase of NT$95,702 thousand in
the after-tax effect of unrealized valuation loss on investments in equity instruments recognized through
other comprehensive income or loss at fair value, and the reversal of unearned Employee compensation
recognized in the issuance of new shares with restricted Employee rights of NT$53,627 thousand.

(1)

(v)

M
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I1. Financial performance

Unit: NTD thousand

Increase Proportion of Analysis of
Item 2020 2019 (decrease) oportion o change
change
amount (Note)

Operating revenue 13,851,909 17,515,145 (3,663,236) (20.91%)
Operating income (loss) (186,030) 776,472 (962,502)| (123.96%) 0)
Non-operating income and expenses (57,178) (39,879) (17,299)|  (43.38%) (1
Net income (loss) before tax (243,208) 736,593 (979,801)| (133.02%)
Net income(loss) from continuing

(266,123) 587,960 (854,083)[ (145.26%)
operations
Loss of discontinued operations - - - -
Net income (loss) (266,123) 587,960 (854,083)[ (145.26%)
Other comprehensive income /loss (net of

(141,994) (28,711) (123,283)| (394.56%)
tax) of current period
Total comprehensive income (loss) (408,117) 559,249 (967,366)| (172.98%)
Net income attributed to the owner of parent

(266,123) 587,960 (854,083)[ (145.26%)
company
Net income attributed to non-controlling
interest
Total comprehensive income attributed to the

(408,117) 559,249 (967,366)| (172.98%)
owner of parent company
Total comprehensive income attributed to
non-controlling interest
EPS (Note) (0.48) 1.06

Note: Analysis for proportion of change between the current and the previous period which reaches 20% and the

amount is considerable
Analysis for proportion of change:

()  Operating margin,net operating income (loss):

(1

Semiconductor Business Unit in the first half of 2020, due to the impact of COVID-19 pandemic, customers
reduced their orders in response to the freezing market situation, resulting in fewer orders for memory
products and logic products in packaging, which weakened revenue growth. Although the pandemic began to
subside in the third quarter and customers expected the market momentum to pick up, NAND Flash
production capacity stabilized, and market demand increased, the overall gross profit and operating profit still
decreased significantly in 2020 compared to 2019.

EMS Unit, in 2020, though the production volume of high-end server products increased, the orders from
consumer electronics customers decreased, and the overall gross profit and net operating income decreased in
2020 compared to 2019, due to higher material costs for high-end server products.

Non-operating income and (expenses):

Compared with the same period of last year, it decreased by 191.62%. During the year, the Company made
efforts to improve the financial structure and reduced the finance costs by 33.63%, but the exchange rate
fluctuation of the U.S. dollar was still very influential (30.08—28.48), resulting in a net foreign currency
exchange loss, which led to a 43.38% decrease in non-operating income and expenses.
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I11. Cash flow
() An analysis of changes in cash flows for the most recent year is presented below.
Unit: NTD thousand

Effects of
The amount of | Net cash flow [Net cash flows|Net cash flows from| exchange rate
. . . . . The amount of cash
cash in the from operating | from investing fundraising changes on the left
beginning of the | activities for | activities for | activities for this | balance of cash A+BC
period this year this year year held in foreign
currencies
1,701,412 714,647 (635,020) 58,676 6,085 1,845,800

Analysis of changes in cash flows for 2020:
(1) Operating activities: The cash inflow from operating activities was mainly due to the increase in
depreciation and the decrease in the net change in accounts payable in 2020.
(2) Investing activities: The net cash outflow from investing activities was mainly due to the cash outflow
from the acquisition of property, plant and equipment in 2020.
(3) Fundraising activities: The net cash inflow from fundraising activities was mainly due to the issuance of
Preferred Shares B and C in 2020.
(1) Analysis of cash liquidity for the coming year
Unit: NTD thousand

ash balance A'in | Projected net cash flow provided . . .
o . . Projected cash outflow in the Projected cash balance
the beginning of by operating activities in the
whole year C A+B-C
the year whole year B
1,845,800 1,411,877 1,964,405 1,293,272

Analysis interpretation:

The Company project that the cash flow from the operating activities in the coming year is about
NT$1,411,877 thousand, cash outflow in the whole coming year is about NT$1,964,405 thousand, cash balance
in the end of the year is about NT$1,293,272 thousand.

IV. Major capital expenditures in the most recent years and the impact on finance and business
(1) Use status of major capital expenditures and source of the capital
1. Semiconductor Group

Actual or planned use status of
p| Actual or planned Actual or Total P capital
an source of capital planned date of |  capital
completion amount 2019 2020 2021
Scaling machine and December 2020 | 106,324 2,346] 100,012| 3,966
Laser printer November 2020 41,804 4,024 37,780 —
Forming machine November 2020 21,810 19,451 1,648 711
Appearance
inspection machine December 2020 17,324 16,452 436 436
Co-planar inspection | proprietary funds, |January 2020 16,293  14.664| 1,629 —
machine Long-term debt Y : ’ i
Microscope payable November 2020 13,087 — 13,087 —
Automatic cleaning B
machine February 2020 10,368 6,402 3,966
Wafer thickness
measuring machine January 2020 10,048 7,034 3,014 —
X-RAY November 2020 8,915 1,723 6,892 300
Ball-pulling machine May 2020 8,540 2,875 5,665 —
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2. Electronics Manufacturing Services Group

System / Machine

Actual or Total Actual or planned use
Plan planned source (Q\(t:;ugfl (?czglpig?i%?n capital status of capital
of capital amount 2019 2020
Mounter December 2020 18,674 18,674
Smart system testing machine March 2020 10,762 10,762
Nitrogen wave soldering furnace August 2020 9,798 9,798
X-RAY inspection machine June 2020 9,519 9,519
Automatic Optical Inspection December 2020 5,010 5,010

EMS 3 Plant - SSD-3F Engineering September 2020 4,452 4,452

Automatic loading and unloading

. . : Propriet
machine for Board cutting machine rtzlrj:;sary January 2020 3,252 3,252
Solder paste thickness inspection Long—term’ debt April 2020 1712 1712
machine payable ’ '
Fully automated stencil measuring October 2020 1381 1381
machine ’ '
BGA Patching Machine February 2020 1,271 1,271
Reflow oven March 2020 1,071 1,071
Online automatic optical inspection
system / machine February 2021 4,759 4,759
Pressing machine January 2021 1,877 1,877
X-RAY inspection machine March 2021 1,099 1,099

(1) The impact on finance and business:
1. Expand the capacity of flash memory-related products to increase the products' added level.

2. Increase the automatic production equipment to lower the dependence on the manpower, reduce the
production procedure and improve the production quality.

V. Reinvestment policy in the most recent year, main reasons for profits or losses, improvement plans and investment

plans for the coming year:

The Company's reinvestment policy is mainly to support the Company's efforts to cultivate its business and

to increase Shareholders’ equity through investment income; currently, the Company has established the
"Criteria for Acquired or Disposed of Assets" in order to keep track of the financial and business status of its
investment. In addition, the internal control system provides the regulation of "Subsidiaries Supervision
Provisions" in order to supervise the subsidiaries to establish relevant procedures for major financial and
business matters, and to supervise the implementation or establishment of subsidiary risk management
mechanisms in accordance with the law, in order to maximize operating performance.

Orient Semiconductor Electronics Philippines, Inc. (OSEP), a Philippine subsidiary of the Company,
closed its plant on October 31, 2011, and completed the disposal of its machinery and equipment in 2013. The
Company is still in the process of disposing of/leasing the land and plant of the subsidiary through the
assistance of a professional real estate agency in order to smoothly dispose of/lease the land and plant.

Investment plans for the coming year will be carefully evaluated and submitted to the Board Meeting for
approval, depending on the overall industry conditions, and the Company's business development needs.

V1. Risks for the most recent year and up to the date of printing the Annual Report

() The influence of changes in Interest rates, foreign exchange rates and inflation on corporate losses of profits, and

future countermeasures:

1. In response to the change of international political and economic situation, it keeps in touch with banks to
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acquire the latest relevant information and take the countermeasures such as conversion of the liabilities
currency, expediting the re-payment for the foreign currency liabilities to achieve the effect of hedging.

2. The receiving and paying of the foreign currency resulting from the sales and purchases transactions will
offset mutually to lower the risks of foreign currency exchange losses.

(11) Policies, main reasons for profits or losses and future countermeasures with respect to engaging in high-risk,
high-leverage investments, loaning to others, endorsements and guarantees and derivatives transactions:

1. To control the financial risks with caution, the Company doesn't engage in the high-risk, high-leverage
investments.

2. The Company has formulated the "Operational Procedure for Loaning to Others,” “Operational Procedure for
Endorsements and Guarantees” and “Operating Procedure for Assets Acquisition and Disposal” to manage the
related operations.

(1) Future R&D plans and projected R&D expenses: Please refer to the page 63 of the annual report.

(V) The influence of change for important domestic or foreign policies and laws on finance and business and the
countermeasures:

1. The Company pays close attention at any time to any policies and laws that will possibly affect the business
and operations of the company to adjust the company’s internal system. There is no occurrence on the change
for the important domestic/foreign policies and laws and their effects on finance and business in the most
recent year and by the date of the annual report publication

2. EU environmental directive (RoHS): Please refer to the page 69 of the annual report.

(V) The influence of changes in technology and industry on corporate finance and business and countermeasures:

1.The Company's business mainly focuses on semiconductor packaging and testing services, electronic
manufacturing services, it continues collecting the business information regarding the changes of technology
industry and strengthen the management and R&D teams to keep the technical lead in the industry and grasp
the effect of this part on our business and finance.

2.With the constant improvement of the techniques in the semiconductor industry, the Company is devoted to
R&D of products and market development in response to the changes of technology and industry to assist the
company's finance and business in a positive way.

(V1) The influence of changes in corporate image on corporate risk management and countermeasures:

The Company has established the extensive countermeasures for corporate risk management including the

procedure for establishing project response team when it is necessary. If the Company encounters crisis may

cause the change in corporate image, it will immediately establish the response team and take the necessary
countermeasure to minimize the personal injury, business interruption and finance impact and maintain the
operation smoothly.

(V1) The expected benefits and potential risks of mergers and acquisitions and countermeasures: none.

(V1) Expected benefits, possible risks and countermeasures for plant expansion: The Company will continue to
improve the production conditions of the old plants and enhance the quality of production to achieve the best
customer satisfaction, so there are no related risks.

(IX) The risks of purchase or sales concentration and countermeasures: The Company strives to diversify its suppliers
and customers, and there is no risk of concentration of suppliers and customers that may present potential risks to
the Company.

(X) The influence and risk of the massive transaction or conversion of shares of the Directors, Supervisors or dominant
Shareholders holding over 10% of the stakes and countermeasures: none.

(XI) The influence and potential risks of management right change and countermeasures: none.

(XI) For litigious or non-litigious events, list the major litigious events, non-litigious events or administrative
remedies with confirmed verdicts or in progress of the Company and its Directors, Supervisors, General
Managers, actual person-in-charge, and Shareholders holding over 10% of the stakes, subsidiaries and affiliates.
When the results of such events and remedies may have potential influence on the shareholder’s equity or
stock price, disclose the fact in dispute, the amount in dispute, the start date of event, principal parties
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involving in the event, and the handling status by the date of annual report publication.
1. Major litigious events, non-litigious events, or administrative remedies for the Company: none
2. Major litigious events, non-litigious events, or administrative remedies for Directors, Supervisors, General
Managers, actual person-in-charge and Shareholders holding over 10% of the stakes, subsidiaries: none.
(X11) Other important risks and countermeasures:
1. The influence of unexpected abnormality for information system on the company operation and protection
and control measures:

(1) Inthe information system infrastructure, after considering high availability and backup load, the
Company established off-site communication connection, host off-site backup plans, and consolidate
cloud service providers and other mechanisms, and strive to reduce service interruptions caused by
equipment abnormalities. In addition to strengthening backup media protection, the Company also
strengthened data security so it can start recovery smoothly and maintain the data requirements for its
operation and maintenance;

(2) The Company has the specialized teams of the development and maintenance for company's major
systems, production systems, ERP systems. In addition to the protection of all the major procedures
from operating smoothly, the information system can adjust according to the change of the Company to
ensure the constant operation and the flexible extension for the Company. Moreover, the system
interruption resulting from abnormality of human or system development vendor can be reduced
because of the protection and management of major information system by specialized teams.

(3) Since the annual regular audit is requested by internationally well recognized enterprises, including
business secrets, laws and regulations, manufacturing process, information system and so on, the
Comply can adjust the system, management and control measures to comply with their requirement and
the operation requirement. Currently, it continue auditing and improving the information system to
lower the operating impacts and recover the operations rapidly when the risk occurs and reduce the
losses of the customers and maintain the operations of the Company.

VII. Other material information: none
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I. Information of affiliated enterprises
Consolidated business reports of affiliated enterprises

(I). Organization chart of affiliated enterprises

VII1. Special Disclosure

Orient Semiconductor
Electronics, Ltd.

100%

OSE USA, INC.

93.66%

OSE Philippines, INC.

100%

100%

A

6.33%
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OSE International, Ltd.

COREPLUS (HK) LTD.

100% l

VALUEPLUS




(1. Basic information of all the affiliated enterprises

Unit: NTD thousand

Date of
Name of affiliate ) Address Paid- in capital. Major items of operation or production
establishment
(1) IC and all kinds of semiconductor parts
6 Ring Road, Light Industry & Science Park 11, Brgy. 3,826,359 |(2)The research, design, production, assembly,
OSE PHILIPPINES, INC. 1996. 6.11 o ) ) )
Lamesa, Calamba, Laguna 4027, Philippines (USD134,352,476) processing, testing and after-sale services of the
aforementioned products.
1737 N. 1* Street, Suite 350, San Jose, Ca 95112, 363,650 ] ]
OSE USA, INC. 2005.10.17 Services for the customers of the Northern America
USA (USD12,768,594)
P.O. Box 957, Offshore Incorporations Centre, Road 455,680 ] ] )
OSE INTERNATIONAL LTD. 1999.11.19 S Investment on all kinds of production business
Town, Tortola, British Virgin Islands. (USD16,000,000)
1501 Capital Centre,151 Gloucester Road, Wan Chai, 213,600 |Operations of raw material purchase and processing,
COREPLUS (HK) LTD. 2008.11.10 )
Hong Kong (USD7,500,000) |assembly outsourcing.
Substrate SMT of electronic parts, parts insertion and
VALUEPLUS TECHNOLOGY 2005.9.14 A-7 Factory Building, Export Processing Zone, No. 313,280 |welding, relevant testing, assembly processing,
(SUZHOU) CO., LTD. - 19, Datong Road, SND-EPZ, Suzhou, China (USD11,000,000) |self-manufactured products sales, corresponding
technical maintenance and after-sale services.

Note: If the affiliated enterprises are foreign companies, list the relevant numbers in NTD according to the exchange rate in the report date. (NTD : USD=1 : 28.48)

(1) For companies presumed to have a relationship of control and subordination, disclose the information of identical Shareholders: N/A.

(V) Operating relationship interpretation

1. The industries covered by the business operated by all the affiliated enterprises: Please refer to (2) basic information of all the affiliated enterprises.

2. The connections exist among the businesses operated by the affiliated enterprises, and the situation of the mutual dealings and division of work among them: All the affiliated

enterprises of the Company build to order and operate individually.
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(V) The information of Directors, Supervisors and General Managers of all the affiliated companies

Shareholdings

Name of affiliate Title Name or representative A % of shareholding (voting
Share
rights)
Chairman/General Manager Yueh-Ming Tung 1 0.00%
Director/CFO Simon Hung 1 0.00%
OSE PHILIPPINES, INC.
Director/AVP-HR Chen-Ling Lai 1 0.00%
Director/Accounting Manager Shu-Yung Chu 0.00%
Chairman OSE Institutional representative: Yueh-Ming Tung 16,000,000 100.00%
OSE INTERNATIONAL LTD.
General Manager Yueh-Ming Tung — —
Chairman/General Manager Edmond Tseng — —
OSE USA, INC. Director Edward Shaw-Yau Duh — —
Director OSE Institutional representative: Yueh-Ming Tung 8,024 100.00%
Chairman OSE( Institutional representative: Simon Hung) 7,500,000 100.00%
COREPLUS (HK) LTD. Director OSE (Institutional representative: Yue-Ming Dong) 7,500,000 100.00%
Director OSE (Institutional representative: Yueh-Ming Tung) 7,500,000 100.00%
) COREPLUS (HK) LTD. (Institutional representative: Simon
Chairman (Note) — 100.00%
Hung)
VALUEPLUS TECHNOLOGY ) COREPLUS (HK) LTD. (Institutional representative:
Director ] — 100.00%
(SUzZHOU) CO., LTD. Yueh-Ming Tung)
) COREPLUS (HK) LTD. (Institutional representative: Tzu
Director — 100.00%

Ming Liu)

(Note): In order to comply with the local laws and procedures, the registration of the change of responsible person is still being processed.
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(VI). Operating status of all the affiliated enterprises

Unit: NTD thousand

Net income or loss

Name of affiliate Capital amount Total assets Total liabilities Net worth Operating revenue Operating income(loss) for current period
(after tax)
3,826,359 615,861 669,297 (53,436) (30,083) (39,261)
OSE PHILIPPINES, INC. _
(USD134,352,476) (USD21,624,348) (USD23,500,596) (-USD1,876,248) (-USD1,019,266) (-USD1,330,233)
OSE USA INC 363,650 117,146 33,598 83,548 46,744 (5,195) (23,062)
’ ' (USD12,768,594) (USD4,113,269) (USD1,179,701) (USD2,933,568) (USD 1,583,773) (-USD176,003) (-USD313,297)
455,680 286,232 286,232 (13,398) (9,247)
OSE INTERNATIONAL LTD. — —
(USD16,000,000) (USD10,050,280) (USD10,050,280) (-USD453,958) (-USD313,297)
213,600 499,496 198,490 301,007 1,028,803 28,294 978
COREPLUS (HK) LTD.
(USD7,500,000) (USD17,538,489) (USD6,969,439) (USD10,569,050) (USD34,858,126) (USD958,675) (USD33,150)
VALUEPLUS TECHNOLOGY 313,280 167,942 71,358 96,584 136,844 (23,838) (28,130)
(SUZHOU) CO., LTD. (USD11,000,000) (RMB38,474,617) (RMB16,347,674) (RMB22,126,943) (RMB32,017,808) (-RMB5,577,445) (-RMB6,581,751)

Note: If the affiliated enterprises are foreign companies, list the relevant numbers in NTD according to the exchange rate in the report date.
(Exchange rate at the end of the period: NTD:USD=28.48:1, NTD:RMB= 4.365:1; average rate: NTD:USD=29.514:1, NTD:RMB= 4.274:1)

Note 2: The type of the investee company is a limited liability company with no issued shares and no par value, and the calculation of earnings per share is not comparable and therefore not applicable.

Consolidated financial statements of Affiliated Enterprises

In the fiscal year of 2020 (from January 1, 2020 to December 31, 2020), the consolidated entities within the consolidated financial statement of affiliated enterprises in accordance with the “Criteria Governing Preparation of Affiliation Reports, Consolidated

Business Reports and Consolidated Financial Statements of Affiliated Enterprises” are identical to the entities within the consolidated financial statement in accordance with Statement of Financial Accounting Standard (SFAS) No. 27. All information shall be

disclosed in the consolidated financial statements of affiliated enterprises and subsidiaries, and consequently, the Company would not prepare the consolidated financial statement of affiliated enterprises separately.

Affiliation Report

The Company is not subordinate company stated in the Chapter Affiliated Enterprises of the Company Act, so it is free from preparing the affiliation report to state the affiliation between the controlling company.
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I1. Private placements of securities in the most recent year and by the date of annual report publication:

Items

The first private placement of securities in 2020 (Note 1)
Date of Board Meeting Resolution: October 16, 2020

Type of private placement of
securities (Note 2)

Private Placement of Preferred Shares B
Private Placement of Preferred Shares C

The date and quantity approved by
the Shareholders” Meeting
(Note 3)

The Company's Shareholders’ Resolutions in the Extraordinary Shareholders” Meeting on December 3, 2020:

1. Preferred Shares B - the maximum amount of issuance is NT$1 billion and number of shares 100,000 thousand shares with par value at
NT$10 per share. The aggregate increase in paid-in capital is expected to not exceed NT$1,000,000 thousand. This private placement is to be
completed in one lump sum within one year from the date of the Extraordinary Shareholders’ Meeting in 2020.

2. Preferred Shares C - the maximum amount of issuance is NT$2 billion and number of shares 200,000 thousand issues with par value of
NT$10 per share. The aggregate increase in paid-in capital is expected to not exceed NT$2,000,000 thousand. This private placement is to be
completed in one lump sum within one year from the date of the Extraordinary Shareholders’ Meeting in 2020.

The basis and rationality of the
pricing

1. The price of a private placement of securities with equity characteristics such as preferred shares, shall not be lower than 80 percent of the
theoretical price. Theoretical price refers to a securities price calculated based on an appropriate pricing model that is selected in
consideration of the various rights under the terms of issuance. The pricing model shall as a whole cover, and include the concurrent
consideration of, the various rights included in the terms of issuance. Any right not included for consideration within the model shall be
excluded from the terms of issuance.

2. Private Placement of Preferred Shares B

(1) Issuance price: the actual per share price of Preferred Shares B is NT$11.10. The Company intends to use December 3, 2020 as the
pricing date for the private placement of preferred shares. According to the expert report issued by DoctorOne, the theoretical price of
the private placement of the Preferred Shares B is NT$11.20 per share, and the issued price of the Preferred Shares B of NT$11.10 per
share is already 80% higher than the theoretical price.

(2) Number of shares issued - 90,090 thousand shares of Preferred Shares B were issued.

(3) Total amount of issuance - Preferred Shares B has a par value of NT$10 per share and is expected to increase paid-in capital by
NT$900,900 thousand, resulting in total proceeds of NT$999,999 thousand.

3. Private Placement of Preferred Shares C:

(1) Issuance price: the actual per share price of Preferred Shares C is NT$11.10. The Company intends to use December 3, 2020 as the
pricing date for the private placement of preferred shares. According to the expert report issued by DoctorOne, the theoretical price of
the private placement of the Preferred Shares C is NT$12.63 per share, and the issued price of the Preferred Shares C of NT$11.10 per
share is already 80% higher than the theoretical price.

(2) Number of shares issued - 180,180 thousand shares of Preferred Shares C were issued.

(3) Total amount of issuance - Preferred Shares C has a par value of NT$10 per share and is expected to increase paid-in capital by
NT$1,801,800 thousand, resulting in total proceeds of NT$1,999,998 thousand.

4. The actual issue price of the private placement was determined in accordance with the relevant regulations of the competent authorities and in
accordance with the range of pricing percentages resolved at the December 3, 2020’s Extraordinary Shareholders' Meeting, taking into
account the Company's operating performance, most recent net worth and market share price, etc., and was determined in a reasonable
manner.

The method for selecting the
Specific Persons (Note 4)

The objects of this private placements of Preferred Shares are limited to Specific Persons who meet the requirements stipulated in Article 6 and
Article 43 of the Securities and Exchange Act and Order No. 0910003455 issued by the Financial Supervisory Commission on June 13, 2002.

The reasons for the necessity for
conducting the private placement

In consideration of market conditions, timeliness, feasibility, issuance costs of capital raising and/or the introduction of strategic investors to
correspond with the Company’s development and the transfer limit can ensure that the long-term cooperative relationship between Company
and strategic investors which strengthens the stability of the Company’s management, therefore the Company uses place placements for raising
funds. Depending on the actual needs of the Company's operations, by authorizing the Board of Directors, the Company also effectively
improves the mobility and flexibility reasons for the necessity for conducting the private placement.

Subscription paid up in full

December 16, 2020

Information on the Placees

. Eligibility . N Participated companies
Private Placement Target ) - Relationship with the .
requirements Number of subscriptions Business management
(Note 5) Company L
(Note 6) situation
CHIPBOND
TECHNOLOGY Section 2 Preferred Shares B 90,090,000 shares None Not vet
CORPORATION Preferred Shares C 180,180,000 shares Y
Company limited by shares

Actual subscription (or transfer)
price(Note7)

Preferred Shares B and C’s actual subscription price are both NT$11.10. per share.

Difference between actual
subscription (or transfer) price and
reference price (Note 7)

The actual subscription price of the Preferred Shares B is NT$11.10 per share, which is not less than 80% of the theoretical price of NT$11.20
per share and not less than the par value of the shares.
The actual subscription price of the Preferred Shares C is NT$11.10 per share, which is not less than 80% of the theoretical price of NT$12.63
per share and not less than the par value of the shares.

Any effect of the private placement
on shareholder equity

It is expected to improve the financial structure, reduce Debt-asset ratio, improve current ratio and quick ratio which poses positive benefits for
the stability of the Company’s management as well as the rights and interests of Shareholders’ equity. Also, by introducing strategic investors, it
helps the Company to expand the market and technical cooperation so that the Company can profit which poses positive benefit to
Shareholders’ equity.

Status of utilization of the funds
raised in the private placement and
the implementation progress:

The proceeds were used to fund working capital, to repay bank loans or to meet future long-term development needs. On December 16, 2020,
NT$2,999,997,000 were raised, and the proceeds were used to repay bank loans of NT$2,563,301,624 as of the fourth quarter of 2020. The
remaining $436,695,376 from the private placement is expected to be used for operating expenses in the first quarter of 2021.

The realization of plan benefit in the
private placement

To enhance working capital and repay loans to improve financial structure.
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Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:
Note 7:

The number of columns is adjusted according to the actual private placements; private placement of securities shall be separately indicated if
there are multiple closings.

For filling in private placement of securities for common stock stocks, preferred shares, convertible preferred shares, the subscription price
of preferred shares with warrants, corporate bonds, convertible corporate bonds, corporate bonds with warrants, overseas convertible
corporate bonds, depository receipts, and Employee stock warrants.

For private placement of corporate bonds without being resolved by the Shareholders’ Meeting, the date and quantity approved by the Board
Meeting shall be listed.

In the case of private placements, if an interested investor has been determined, the investor’s name and relation to the Company shall be
listed.

The number of columns are adjusted according to the actual number.

This represents paragraph 1,2 or 3 of ltem 1 of Article 43-6 of the Securities and Exchange Act.

Actual subscription (or transfer) price refers to the actual subscription (or transfer) price at the time of conducting the private placement of

securities.

I11. Stocks of the Company held or disposed by subsidiaries in the most recent year and by the date of annual report

publication: Note.

IV. Other required supplementary Notes: None.

V. Events with material impacts on shareholder equity or stock price as specified in Item 2, Paragraph 3, Article 36 of the

Securities and Exchange Act in the recent year and by the date of annual report publication: None.
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