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I. Names, Titles, Contact Number, and E-mail of the Company's Spokesperson and Deputy Spokesperson

Spokesperson: Chih-Cheng, Liao Deputy Spokesperson: Chen-Hsiang, Fan
Title: Executive Vice President Title: Chief Financial Officer

TEL: (886)5-551-4619 TEL: (886)5-551-4619

E-mail: service@fulgentsun.com E-mail: service@fulgentsun.com

I1. Names, Titles, Contact Number, and E-mail of Litigation and Non-litigation Agent in the Republic of
China
Name: Chih-Cheng, Liao TEL: (886)5-551-4619
Title: Executive Vice President E-mail: service@fulgentsun.com

I11. Addresses and Telephone Numbers of Head Office, Subsidiaries, and Branches
(1) Head Office: Fulgent Sun International (Holding) Co., Ltd. TEL: (886)5-551-4619
Address: PO Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands

(11) Subsidiaries and Branches
Subsidiaries in Hong Kong

Capital Concord Enterprises Limited TEL: (886)5-551-4619
Address: 5F, Dah Sing Life Building, 99-105 Des Voeux Road Central, Hong Kong
Laya Outdoor Products Co., Ltd. TEL.: (886)5-551-4619

Address: 5F, Dah Sing Life Building, 99-105 Des Voeux Road Central, Hong Kong

Subsidiary of Hong Kong in Taiwan
Capital Concord Enterprises Limited Taiwan Branch (H.K.) TEL.: (886)5-551-4619
Address: No.76, Section 3, Yunke Road, Douliu City, Yunlin County, Taiwan

Subsidiaries in China

Fujian Sunshine Footwear Co., Ltd. TEL.: (86)595-2206-1931
Address: Shuangyang Subdistrict, Luojiang District, Quanzhou City, Fujian Province, China
Sunny Footwear Co., Ltd. TEL.: (86)597-681-9399

Address: Datong Industrial Park, Tengfei Economic Development Zone, Changting County, Longyan
City, Fujian Province, China

Hubei Sunsmile Footwear Co., Ltd. TEL.: (86)710-286-3991
Address: Shenzhen Industrial Park at No. 1, Shenzhen Avenue, Xiangyang City, Hubei Province, China
Fujian Laya Outdoor Products Co., Ltd. TEL.: (86)595-2206-1931

Address: Shuangyang Overseas Chinese Farm (Yangshan Community), Luojiang District, Quanzhou
City, Fujian Province, China

Fujian La Sportiva Co., Ltd. TEL: (86)595-2206-1931

Address: Shuangyang Overseas Chinese Farm (Yangshan Community), Luojiang District, Quanzhou
City, Fujian Province, China

Subsidiaries in Vietham

Fulgent Sun Footwear Co., Ltd. TEL.: (84)221-397-2520

Address: Lot L5, Pho Noi B Textile & Garment Industrial Park, Di Su Ward, My Hao District, Hung
Yen Province, Vietnam

NGOC HUNG Footwear Co., Ltd. TEL: (84)321-378-9188
Address: Luong Dien Industrial Zone, Tongxi Village, Luong Dien Township, Cam Giang County, Hai
Duong Province, Vietnam

Subsidiary in Cambodia
Lin Wen Chih Sunbow Enterprises Co., Ltd. TEL: (885)23-4799199, 23-4799188
Address: 24.5km, National Highway 2, Kandal Province, Cambodia

Lin Wen Chih Sunstone Garment Enterprises Co., Ltd. TEL: (885)23-4799199, 23-4799188
Address: 24.5km, National Highway 2, Kandal Province, Cambodia

Lin Wen Chih Sunlit Enterprises Co., Ltd. TEL.: (885)23-4799199, 23-4799188
Address: 24.5km, National Highway 2, Kandal Province, Cambodia

Subsidiary in Taiwan
Laya Max Trading Co., Ltd. TEL: (886)5-551-4619
Address: 2F, No.76, Section 3, Yunke Road, Douliu City, Yunlin County, Taiwan
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IVV. Name, Address, Website, and Contact Number of Stock Transfer Agency

Name: Transfer Agency Service, CTBC Bank

TEL: (886)2-6636-5566

Address: 5F, No. 83, Section 1, Chongging South Road, Zhongzheng District, Taipei City

Website: https://www.ctbcbank.com

V. Name of Certified Public Accounts for the Latest Financial Statements, and Name, Address, Website,
and Contact Number of Accounting Firm
Certified Public Accountant: Shu-Hua Hung and Yu-Chuan Wang

Accounting Firm: Pricewaterhouse Coopers (PwC) Taiwan
Address: 27F, No. 333, Section 1, Keelung Road, Taipei City

TEL: (886)2-2729-6666
Website: http://www.pwc.tw

V1. Name of Overseas Securities Exchange and Inquiry of Overseas Securities: N/A

VII. Company Website: http://www.fulgentsun.com

VI1II. Board of Directors List

Title Name

Nationality

Education and Work Experience

Wen-Chih,
Lin

Chairman

ROC

Bachelor of Chemical Engineering, Feng Chia University

President, Fulgent Sun International (Holding) Co., Ltd.

Chairman, Fulgent Sun International (Holding) Co., Ltd.

Chief Strategy Officer, Fulgent Sun International (Holding) Co., Ltd.

] Fang-Chu,
Director .
Liao

ROC

Bachelor of International Trade, Chinese Culture University

Vice President of Sales, Fulgent Sun International (Holding) Co., Ltd.
President, Fulgent Sun International (Holding) Co., Ltd.

Chief Executive Officer, Fulgent Sun International (Holding) Co., Ltd.

Chih-Cheng,

Liao

Director

ROC

Master in Finance, National Yunlin University of Science and
Technology

Assistant Manager of Sales, First Commercial Bank

Executive Vice President, Fulgent Sun International (Holding) Co.,
Ltd.

Chief Governance Officer, Fulgent Sun International (Holding) Co.,
Ltd.

Independent|  Kun-Hsien,

Director Chang

ROC

Supplementary Open Junior College For Public Administration,
National Chengchi University

Manager of Northern Taichung Branch, Douliu Branch, and
Zhongxiao Road Branch, First Commercial Bank

Senior Assistant Vice President and Director of Taichung Region

Center, First Commercial Bank

Independent o
] Ai-Chi, Hsu
Director

ROC

Ph.D. in Economics, Michigan State University

Master in Economics, National Chengchi University

Part-time Assistant Professor of Department of Economics,
National Chi Nan University

Director of Department of Finance, National Yunlin

University of Science and Technology

Associate Professor of Department of Finance, National Yunlin

University of Science and Technology
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Title

Name

Nationality

Education and Work Experience

Independent

Director

Jing-Huang,
Huang

ROC

Ph.D. in Mechanical Engineering, Northwestern University
Director of Department of Mechanical and

Computer-Aided Engineering, Feng Chia University

Dean of College of Engineering and Science, Feng Chia University
Vice President, Director of Office of

Industry-Academia Cooperation, and

Lifetime Distinguished Professor, Feng Chia University

Independent

Director

Chun-An, Li

ROC

Ph.D. in Business Administration, National Chengchi University
Certified Public Accountant

Dean of College of Finance and Banking, National Kaohsiung
University of Science and Technology

Director and Honorary Professor of Department of Finance,

National Yunlin University of Science and Technology

Independent

Director

Jun-Ming, Wu

ROC

Bachelor of Accounting, Soochow University
Vice President of Underwriting, Hua Nan Securities Co., Ltd.
Vice President of Underwriting, Taiwan International Securities Corp.

Senior Vice President of Corporate Financing, Capital Securities Corp.
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|. Letter to Shareholders

Dear shareholders, 1 would like to report briefly on the operating performance for 2020 and the
future outlook as follows:

1. Implementation Results of the Business Plan

The Company’ s operating revenue reached NT$11,345,641,000 in 2020. As the Company
continued to improve for better profitability and deliver a better performance as a whole, the
gross profit margin and operating profit margin in 2020 increased by 21.0% and 11.2% from
2019; the operating expense ratio was merely 9.8%, and the gross profit margin in 2020 hit a
record high, increasing by 1.3 percentage points from 2019 and by 3 percentage points from
2018; excluding the effect of the one-time cost of the employee stock purchase plan in the third
quarter (approximately NT$45 million), our operating profit margin even reached 11.6%, the
best ever over the years. While income after tax attributable to the parent company totaled
NT$897,575,000 earnings per share reached NT$5.06, topping NT$5 for a fifth consecutive
year, with the annual dividend yield averaging 70%. Over the past years, the Company’ s
revenue has increased year by year from NT$9.079 billion in 2016 to NT$10 billion in 2017 and
hit a record high in 2019 at NT$12.843 billion; revenue reached the second high in history as
the COVID-19 pandemic raged in 2020. Income after tax attributable to the parent company in
the last three years reached NT$743 million, NT$1.279 billion and NT$898 million,
respectively. Such results show that business at the Company has become steadier year after
year. Since 2020, the Company has distributed earnings semi-annually in hopes of sharing
business results with all shareholders in a timely manner. This shows that the Company is
poised to maintain sound finances and cash flow management and upholds a higher standard for
corporate governance.

2. The steady expansion of production capacity, continuous improvement of core technology,
and exertion of intelligent production

Outdoor sports and leisure activities continue to boom around the world. The sport industry
has been trending upward, so the Company continues to expand the production capacity and
improve the flexibility of production area allocation, laying a good foundation for sound
business operations. We will also continue transforming into intelligent production by upgrading
production equipment, integrating and optimizing production lines, and increasing investments
in research and development. In addition to ongoing industry-academia collaboration, we are
working with major brand customers and strategic partners to optimize the core capabilities of
shoe making, so as to create a more efficient, faster, and adaptable intelligent production model.
This will become one of our competitive edges in the shoe-making industry.

3. Strengthening corporate governance and investor relations and fulfilling corporate social
responsibility and business sustainability

Fulfilling corporate social responsibility and maintaining sustainable operation are the
main business objectives of the Company. Through the public trust Fulgent Sun International
Charitable Public Welfare Fund, the Company supports various public welfare charities and
social education undertakings in order to achieve social harmony and prosperity. We’ve been
committed to environmental protection in various aspects of business activities, and our
movement in taking care of the welfare of the entire workers is unending. The Company is
more convinced that “Performance is vital; nevertheless, strengthening on corporate
governance is more essential.” The management team will stick to the core values of “honesty;,
speed, quality, innovation,” uphold the spirit of “morality, wisdom, diligence, long-term
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cultivation,” with “perseverance in deep cultivation, wisdom to thrive” as the spirit of
management. Moreover, the Company has achieved excellent results in the corporate
governance evaluations by the Taiwan Stock Exchange (ranking top 20%~35% among all
listed companies) and was selected as a constituent of the "TWSE Corporate Governance 100
Index by the Taiwan Index Plus Corporation in July 2020, highlighting the continuous efforts
and substantive concentration of the Company's management team in the protection of
shareholders’ rights and interests, fair treatment of shareholders, consolidation of the structure
and operation of the Board of Directors, improvement in information transparency, and
practical execution of corporate social responsibility.

4. Future prospects and strategies

Since its establishment in 1995, the Company has been exposed to many financial system
risks around the world such as 1998 Asian financial crisis, 2008 global financial crisis, 2012
European debt crisis, 2018 China-U.S. trade war, and the outbreak of the COVID-19 pandemic
in early 2020. The Company has responded well to these risks in a pragmatical and accurate
manner. With our front-line employees and management working together, the Company is
poised to tackle various changes and challenges and turn them into opportunities. Looking into
2021, the Company expresses optimism about the overall business operations. Management will
continue to adopt business strategies such as amplifying the production capacity, distributing
production bases, and diversifying products. Devastating as the pandemic is, it has become a
catalyst for growth in outdoor and recreational sporting activities. Since the second half of 2020,
the Company has expanded the production capacity at a quick pace while developing soft power
and hard power (including environmental, social, and corporate governance (ESG) practices);
we have also worked more closely with customers and have confidence in the mid- and
long-term development. As we prioritize business performances, we view corporate governance
as the fundamental cause of our success. Management expects to create value for every
stakeholder in pursuit of business growth while fulfilling our corporate social responsibility by
strengthening corporate governance practices in aspects of information transparency,
compliance with relevant laws and regulations, and investor relations. We will share our
business results with all shareholders at full strain.

Thank you again for your support and encouragement, and | sincerely wish all shareholders
health, joy, and happiness!

Sincerely,

Chairman Wen-Chih, Lin



1. Company Profile

1. Date of Establishment: The Company was established on November 24,

2009.

2. Company History

Year

Important Chronicle

1994

1995

1996

2000

2003

2005

2007

2009

2010

Capital Concord Enterprises Limited was established in December as a
controlling company of shareholders' investment in China.

In March, Fujian Sunshine Footwear Co., Ltd. was established to produce
and export sports shoes and outdoor shoes as an OEM.

In August, Quanzhou Sunrise Footwear Co., Ltd. was established to
produce and sell sports shoes and outdoor shoes as an OEM in China.

With capacity for production of waterproof outdoor shoes, as certified by
GORE-TEX.

In January, Fulgent Sun Footwear Co., Ltd. was established to produce
outdoor shoes as an OEM.

In August, Fujian Sunshine Footwear Co., Ltd. became a member of
SATRA and its certified laboratory.

In the same year, Fujian Sunshine Footwear Co., Ltd. passed the 1ISO9001
quality system certification and further received its certificate in January
2004.

In September, Sunny Footwear Co., Ltd. was established to produce sports
shoes and outdoor shoes as an OEM.

In June, Fujian Sunflower Footwear Co., Ltd. has established to laminate
the vamps of sports shoes and outdoor shoes.

In June, Hubei Sunsmile Footwear Co., Ltd. was established to produce
sports shoes and outdoor shoes as an OEM.

In October, Fujian Laya Outdoor Products Co., Ltd. was established to
trade shoe materials within the Group and to plan the agency and
distribution of sporting goods in China.

In November, Fulgent Sun International (Holding) Co., Ltd. (the Company)
was established in the Cayman Islands to apply for listing in Taiwan and
restructure. In the same year, the Company acquired Capital Concord
Enterprises Limited, and Capital Concord Enterprises Limited acquired
Fulgent Sun Footwear Co., Ltd. and established the Taiwan Branch to
process imported materials.

In April, Laya Max Trading Co., Ltd. was established to act as an agent for
sporting goods in Taiwan.

In September, Laya Outdoor Products Co., Ltd. was established in Hong
Kong; in January 2011, Laya Outdoor Products Co., Ltd. formed a strategic
alliance with La Sportiva (Hong Kong) Limited to establish Fujian La
Sportiva Co., Ltd., which acts as agent for outdoor shoes and clothes of La

Sportiva to expand domestic market in China.
3



Year

Important Chronicle

2011

2012

2013

2015

2016

2019

2020

2020

In April, The head office was established in Yunlin County, Taiwan.

The Group restructured. And in May, it merged Quanzhou Sunrise
Footwear Co., Ltd. and Fujian Sunflower Footwear Co., Ltd. into Fujian
Sunshine Footwear Co., Ltd.

In June, Fulgent Sun International (Holding) Co., Ltd. was approved by the
review committee of the Listing Department of Taiwan Stock Exchange
Corporation and went to list in Taiwan Stock Exchange in October.

In December, Lin Wen Chih Sunbow Enterprises Co., Ltd. was established
in Cambodia to produce and sell sports shoes and outdoor shoes; Lin Wen
Chih Sunstone Garment Enterprises Co., Ltd. was established to produce
and sell clothes; Lin Wen Chih Sunbow Enterprises Co., Ltd. invested in
Lin Wen Chih Sunlit Enterprises Co., Ltd. to undertake land leases.

In February, NGOC HUNG Footwear Co., Ltd. was established to produce
sports shoes and outdoor shoes as an OEM.

In June, Fulgent Sun International (Holding) Co., Ltd. was selected as a
constituent of the “TWSE Corporate Governance 100 Index.”

In August, NGOC HUNG Footwear Co., Ltd. was certified by GORE

TEX for producing waterproof outdoor shoes.

In November, Fulgent Sun International (Holding) Co., Ltd. was selected as
a constituent of the “MSCI Taiwan Small Cap Index.”

In April, Fulgent Sun International (Holding) Co., Ltd. was awarded the
Top 6%~ 20% Enterprises in the Sixth Corporate Governance Evaluation
Appraisal by the TWSE.

In July, Fulgent Sun International (Holding) Co., Ltd. was selected by
Taiwan Index Plus Corporation as a constituent of the “TWSE Corporate
Governance 100 Index.”



I11. Corporate Governance Report

1.

Organization System

(1) Organization Chart

Salary and Remuneration Committee

Shareholder's Meeting

Audit Committee

Corporate Committee for Sustainable

Development

Board of Directors

Chairman Auditing Office
President
Business Procurement Administration Financial Development Production/QC
Center Center Center Center Center Center

(2) Responsibilities and Functions of Major Departments

Department

Responsibilities

Audit
Committee

10.

11.

Stipulate or amend the Internal Control System (ICS).
Evaluate the effectiveness of the ICS.

Stipulate or amend the procedures for acquiring or disposing of
assets, derivatives trading, lending funds to others, and making
endorsements or guarantees to others.

Resolve issues associated with the interests of the directors.
Approve major transactions of assets or derivatives.

Review and approve major loans and endorsements or
guarantees.

Offer, issue or privately place equity-based securities.
Appoint, dismiss, or remunerate CPAS.

Appoint or dismiss financial, accounting, or internal audit
directors.

Audit annual financial statements and semiannual financial
statements.

Other major matters stipulated by the Company or regulators.

Corporate
Committee for
Sustainable
Development

The Corporate Governance Team has been established under this
committee, and it is responsible to coordinate the task forces
dedicated to economic issues, environmental issues, social issues,
ethical management, and risk management.

1. Economic Issues Subcommittee
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Department

Responsibilities

1.1 Perfect the framework of corporate governance, improve
information transparency, and implement CSR to create the
long-term value for shareholders.

1.2 Build a supply chain that attaches great importance to
environmental protection, social responsibilities, labor rights,
safety, health, and sustainable development, and maintain a
long-term relationship with suppliers.

2. Environment Issues Subcommittee

2.1 Implement energy management and recycling and improve the
utilization of resources to reduce the negative impact of the
product life cycle on the environment.

2.2 Improve energy efficiency through process innovation and
reduce greenhouse gas emissions to minimize the impact on the
environment, bringing a safe and health workplace to employees
and contractors.

3. Society Issues Subcommittee

3.1 Maintain the basic rights of employees and strive to contribute to
employees, stakeholders, and the society with good corporate
citizenship.

3.2 Support or sponsor charitable activities and social education with
Charitable Trust Fulgent Sun Group International Charity Fund
to achieve the prosperity, welfare, and harmony in society.

4. Ethical Management Issues Subcommittee

4.1 Organize training courses on ethical corporate management and
promote the awareness and regulations of ethical corporate
management in the orientation and on the website.

4.2 Set up a grievance system and have designated persons take
charge of the follow-ups.

5. Risk Management Issues Subcommittee

5.1 Assess risks every year on a regular basis; formulate and
implement risk management policies covering management
objectives, organizational structure, attribution of
responsibilities, and risk management procedures and other
mechanisms in order to identify and measure the Company’s
various risks effectively and bring down risks arising from
business activities to an acceptable level.




Salary and
Remuneration
Committee

Stipulate and regularly review the policies, systems, standards, and
structure of performance assessment, salaries, and remunerations
of directors and managerial officers.

Regularly review and stipulate the salaries and remunerations of
directors and managerial officers.

Auditing
Office

Establish, amend, and approve the ICS of the Company.
Implement the audits and independent assessment of the operation
of the head office and branches.

Research, improve, and recommend matters associated with laws
and regulations and auditing techniques.

Business
Center

Plan business goals and strategies.
Provide marketing promotion plans.
Set business performance and areas.
Plan annual budgets.

Set and manage prices.
Development sales representatives.
Manage channel conflicts.

Integrate business resources.

Procurement
Center

Develop, introduce, and manage suppliers.
Plan and implement external processing.
Plan and purchase raw materials and manage inventories.

Administration
Center

Purchase stationery, consumable supplies, and expense-based assets.
Recruit, assess attendance, and pay salaries.

Organize employees' welfare and training.

Handle general affairs.

Plan computer workstations and hardware/software facilities.

Financial
Center

no
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Handle accounting (including general accounting and cost
accounting) affairs.

Handle taxes (including business taxes and profit-seeking
enterprise income taxes).

Plan and lump annual budgets together.

Plan and implement financial management and financing.

Plan and implement stocks and shareholders' equity.

Convene Board’s meetings and shareholders' meetings and keep
minutes.

Development
Center

Plan and implement annual development plans.
Perfect the development system.

Calculate the cost of goods.

Plan and supervise the sample making system.

Production/QC
Center

A A

Handle production and external processing.
Schedule and follow up production and external processing.
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2.

Departments and Branches
(1) Directors and supervisors

A. Directors

Information on Directors, Supervisors, President, Vice Presidents, Assistant Vice Presidents, and Heads of

As of March 30, 2021; Unit: Thousand Shares, %

Title

Nationalit
yor
County of
Registrati
on

Name

Gen
der

Date
Elected

Term

Date
First
Elected

Shares Held
when
Elected

Shares
Currently Held

Currently Held
by Spouse and
Minor

Shares Held in
the Name of
Others

Number
of

Percent

age
Shares

Number
of
Shares

Perce
ntage

Number
of
Shares

Percent
age

Number
of
Shares

Percent
age

Education and Work Experience

Current Position in the Company and/or Other
Companies

Executives, Directors or
Supervisors who Are Spouses or
within Second Degree of Kinship

Title

Name

Relation
ship

Re
mark

Chairman

ROC

Wen-Chih,
Lin

2019
6/12

years

2009
11/24

3,148 1.97

4,341

2.33

23,219
(Note 1)

12.47

23,846
(Note 1)

12.81

Bachelor of Chemical Engineering,
Feng Chia University

President, Fulgent Sun International
(Holding) Co., Ltd.

Chairman, Capital Concord Enterprises
Limited

Chairman, Fujian Sunshine Footwear Co., Ltd.
Chairman, Sunny Footwear Co., Ltd.
Chairman, Hubei Sunsmile Footwear Co., Ltd.
Chairman, Fulgent Sun Footwear Co., Ltd.
Chairman, Fujian Laya Outdoor Products Co.,
Ltd.

Chairman, Laya Max Trading Co., Ltd.
Chairman, Laya Outdoor Products Co., Ltd.
Chairman, Fujian La Sportiva Co., Ltd.
Chairman, Lin Wen Chih Sunbow Enterprises
Co., Ltd.

Chairman, Lin Wen Chih Sunstone Garment
Enterprises Co., Ltd.

Chairman, Lin Wen Chih Sunlit Enterprises
Co., Ltd.

Chairman, NGOC HUNG Footwear Co., Ltd.
CSO, Fulgent Sun International (Holding) Co.,
Ltd.

President

Executive
Vice
President in
Cambodia

Fang-Chu,
Liao

\Wen-Kuang
Lin

Spouse

Within
second
degree
of
kinship

Note 3

Director

ROC

Fang-Chu,
Liao

2019
6/12

years

2013
6/21

1,648( 1.03

1,798

0.97

28,187
(Note 2)

15.14

21,421
(Note 2)

11.50

Bachelor of International Trade,
Chinese Culture University

Vice President of Sales, Fulgent Sun
International (Holding) Co., Ltd.

Director, Capital Concord Enterprises Limited
Director, Fujian Sunshine Footwear Co., Ltd.
Director, Sunny Footwear Co., Ltd.

Director, Hubei Sunsmile Footwear Co., Ltd.
Director, Fulgent Sun Footwear Co., Ltd.
Director, Fujian Laya Outdoor Products Co.,
Ltd.

Director, Laya Max Trading Co., Ltd.
Director and President, Fujian La Sportiva Co.,
Ltd.

Director, Lin Wen Chih Sunbow Enterprises
Co., Ltd.

Director, Lin Wen Chih Sunstone Garment
Enterprises Co., Ltd.

Director, NGOC HUNG Footwear Co., Ltd.

President, Fulgent Sun International (Holding)

Chairman

Executive
Vice
President in
Cambodia

Wen-Chih,
Lin

\Wen-Kuang
Lin

Spouse

Within
second
degree
of
kinship

Note 3




Shares Held sh Currently Held | Shares Held in Executives, Directors or
Nationalit when CurrenztilreSHeId by Spouse and | the Name of Supervisors who Are Spouses or
yor Date Elected y Minor Others within Second Degree of Kinship
. Gen | Date . . . Current Position in the Company and/or Other Re
Title County of| Name Term | First Education and Work Experience .
L der [Elected Companies mark
Registrati Elected [Number] Number Number Number Relation
Percent Perce Percent Percent Title Name
on of of ; of of ship
shares| | Shares niage Shares age Shares age
Co., Ltd.
CEO, Fulgent Sun International (Holding) Co.,
Ltd.
Director, Capital Concord Enterprises Limited
Director, Sunny Footwear Co., Ltd.
Director, Hubei Sunsmile Footwear Co., Ltd.
Inspector, Fulgent Sun Footwear Co., Ltd.
Director, Lin Wen Chih Sunbow Enterprises
Co., Ltd.
. Master in Finance, National Yunlin ~ [Director, Lin Wen Chih Sunstone Garment
Chih- 2019 | 3 |2016 University of Science and Technology [Enterprises Co., Ltd.
Director ROC Cheng, M 265 1 0.17 | 326 |0.18 - - - - . " Inspector, NGOC HUNG Footwear Co., Ltd. - - - N
) ’ 6/12 |years| 6/15 Assistant Manager of Sales, First Spokesperson, Fulgent Sun  International
Liao Commercial Bank (Holding) Co., Ltd.
Executive Vice President, Fulgent Sun
International (Holding) Co., Ltd.
CFO, Fulgent Sun International (Holding) Co.,
Ltd.
ICGO, Fulgent Sun International (Holding) Co.,
Ltd.
Supplementary Open Junior College
For Public Administration, National
Chengchi University
Manager of Northern Taichung
Kun- Branch, Douliu Branch, and
Independent RoC | msien | M 2019 | 3 (2016 ) ) B ) ) ) . |Zhongxiao Road Branch, First None - - - -
Director Chang; 6/12 |years| 6/15 Commercial Bank

Senior Assistant Vice President and
Director of Taichung Region Center,
First Commercial Bank




Title

Nationalit
yor
County of
Registrati
on

Name

Gen
der

Date
Elected

Term

Date
First
Elected

Shares Held
when
Elected

Shares
Currently Held

Currently Held
by Spouse and
Minor

Shares Held in
the Name of
Others

Number

of

Shares

Percent

age

Number
of
Shares

Perce
ntage

Number
of
Shares

Percent
age

Number
of
Shares

Percent
age

Education and Work Experience

Current Position in the Company and/or Other
Companies

Executives, Directors or
Supervisors who Are Spouses or
within Second Degree of Kinship

Title

Name

Relation
ship

Re
mark

Independent
Director

ROC

Ai-Chi,
Hsu

2019
6/12

years

2016
6/15

PhD in Economics, Michigan State
University

Master in Economics, National
Chengchi University

Part-time Assistant Professor of
Department of Economics,

National Chi Nan University

Director of Department of Finance,
National Yunlin

University of Science and Technology
Associate Professor of Department of
Finance, National Yunlin University of
Science and Technology

None

Independent
Director

ROC

Jin-
Huang,
Huang

2019
6/12

years

2019
6/12

PhD in Mechanical Engineering,
Northwestern University

Director of Department of Mechanical
and Computer-Aided Engineering,
Feng Chia University

Dean of College of Engineering and
Science, Feng Chia University

Vice President, Director of Office of
Industry-Academia Cooperation, and
Lifetime Distinguished Professor, Feng
Chia University

Director, WINSON Machinery Casting Co.,
Ltd

Independent Director, China Fineblanking
Technology Co., Ltd.

Independent
Director

ROC

Chun-
An,
Li

2019
6/12

years

2019
6/12

PhD in Business Administration,
National Chengchi University
Certified Public Accountant

Dean of College of Finance and
Banking, National Kaohsiung
University of Science and Technology
Director and Honorary Professor of
Department of Finance, National
'Yunlin University of Science and
[Technology

Supervisor, Shuang-Bang Industrial. Corp.

Independent
Director

ROC

Jun-
Ming ,\Wu

2019
6/12

years

2019
6/12

Bachelor of Accounting, Soochow
University

Vice President of Underwriting, Hua
Nan Securities Co., Ltd.

Vice President of Underwriting,
Taiwan International Securities Corp.
Senior Vice President of Corporate

Financing, Capital Securities Corp.

Independent Director, Tecstar Technology Co.,
Ltd.

Independent Director, Lian Hong Technology
Co., Ltd.

Supervisor, Element Technology Co., Ltd.
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Note 1: Shares are held indirectly through the custodial account (LASPORTIVA INT'L CO., LTD.) used by CTBC Bank; shares held by the spouse, Fang-Chu, Liao, include those held by the spouse and
those held indirectly through the custodial account (MEINDL INT'L CO., LTD.) used by CTBC Bank.

Note 2: Shares are held indirectly through the custodial account (MEINDL INT'L CO., LTD.) used by CTBC Bank; shares held by the spouse, Wen-Chih, Lin, include those held by the spouse and those
held indirectly through the custodial account (LASPORTIVA INT'L CO., LTD.) used by CTBC Bank.

Note 3: The President and the Chairman are spouses. Both the Chairman and President own diverse experiences in functions of shoe sectors. Moreover, President Liao has taken considerably important
role in previous daily operation performance for years and also controls the future operation execution in reality, who is qualified as the most ideal candidate for president. Additionally to
strengthen the supervisory function of Board of Directors, the Company adds the seats for independent directors from the previous 3 seats to 5 seats, with the majority of directors not concurrently
working as the employees or managers.
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B. Supervisors: as the Company has set the Audit Committee, there is no supervisor.

C. Principal shareholder of corporate shareholder: The directors and independent
directors of the Company are not representatives of corporate shareholder, therefore
it doesn’t apply.

D. Whether the director or supervisor has more than 5 years of work experience in
business, legal, financial or corporate business, and is in compliance with the
following criteria:

April 16, 2021
Criteria |PO the Directors Have Five or More Years of ) )
Work Experience and the Following Compliance with Independence
Professional Qualifications? (Note 1)
Instructor or Judge, Public Work
Above ina |Prosecutor, Attorney,| Experiencein
Departmentof |  CPA, or Other the Areas of Number of
Commerce, Professional or Commerce,
Law, Finance, |Technical Specialist| Law, Finance, Ilg_depfnden]:[
Accounting,or | who Has Passed a | orAccounting, ITECtors 0
OtherAcademic National or Otherwise Other Public
Department | Examinationand | Necessaryfor | 1 |2 |3 |4 |5 |6 |7 |89 |10]/11]12| Offering
Related to the Been Awarded a | the Business of Companies
Business Needs |  Certificate ina the Company
of the Company Profession
inaPublicor | Necessary forthe
Name Private Junior Business of the
College, College Company
or University
Chairman
Wen-Chih, - - v S I e e e e -
Lin
Director
Fang-Chu, - - v e I I T e s e B -
Liao
Director
Chih-Cheng, - - v SV VY VI VI V|-V VY -
Liao
Independent
Director ; ; v viviviviviviviviviv|v]|v ]
Kun-Hsien,
Chang
Independent
Director v - - VI ivIivIivIivIivIivIiv|IivIvIv|v -
Ai-Chi, Hsu
Independent
Director v ; ; viviviviviviviv|viv|iv]|v 1
Jing-Huang,
Huang
Independent
Director 4 v - VI iV IVIVIVIVIVIV|IVIVI|IVIV -
Chun-An, Li
Independent
Director ; . v viviviviviviviviviv|v]|v 2
Jun-Ming,
Wu

Note 1: For any director or supervisor who fulfills the relevant condition(s) 2 years before being elected or during
the term of office, please provide the "v™ sign in the corresponding field.

(1) Not employed by the Company or an affiliated company.

(2) Not a director or supervisor of any of the Company's affiliated companies (this restriction does not apply to
independent directors of the Company or its parent company or subsidiaries or subsidiaries of the same parent
who have been appointed in accordance with the Act or local laws of the registered country).

(3) Not a natural-person shareholder who holds more than 1% of issued shares or is ranked top 10 in terms of the
total quantity of shares held, including the shares held in the name of the person’s spouse, minor children, or in
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the name of others.

(4) Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship
in the three preceding items.

(5) Not a director, supervisor, or employee of an institutional shareholder that directly holds greater than 5% of
the total number of issued shares of the Company or is ranked top 5 in terms of quantity of shares held
(this restriction does not apply to independent director of the Company or its parent company or subsidiaries
or subsidiaries of the same parent who have been appointed in accordance with the Act or local laws of the
registered country).

(6) Not a director - member of the governing board or the director, supervisor or employee of other company
controlled by the same person having majority of voting shares (this restriction does not apply to the
independent director of the Company or its parent company or subsidiaries or subsidiaries of the same parent
who have been appointed in accordance with the Act or local laws of the registered country).

(7) Not a director (member of the governing board), supervisor (member of the supervising board), or
employee who or whose spouse is the same person as the Chairman, President or has an equivalent
position of the Company (this restriction does not apply to the independent director of the Company or its
parent company or subsidiaries or subsidiaries of the same parent who have been appointed in accordance
with the Act or local laws of the registered country).

(8) Not a director (member of the governing board), supervisor (member of the supervising board), managerial
officer, or shareholders holding 5% or more shares of any affiliated company or institution with financial
services or financial operations with the Company (this restriction does not apply to such affiliated
company or institution holding between 20%~50% of the total outstanding shares issued by the Company;
moreover, such person is taking concurrent position as the independent director of the Company or its parent
company or subsidiaries or subsidiaries of the same parent who have been appointed in accordance with the
Act or local laws of the registered country).

(9) Not a professional individual or owner, partner, director (member of the governing board), supervisor
(member of the supervising board), managerial officer, or spouse thereof, of a sole proprietorship, partnership,
company, or institution that provides commercial, legal, financial, accounting, or consultation services to
the Company or to any affiliated company, or the cumulative amount of compensation acquired from the
latest two years does not exceed NT$500,000, provided that this restriction does not apply to the members
of the Salary and Remuneration Committee performing their official powers, the Public Merger and
Acquisition Review Committee or the Special Merger and Acquisition Committee, under the Securities and
Exchange Act or Business Mergers and Acquisitions Act.

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

(11) Where none of the circumstances in the subparagraphs of Article 30 of the Company Act applies.

(12) Where the person is not elected in the capacity of the government, a juristic person, or a representative
thereof as provided in Article 27 of the Company Act.
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(2) President, vice presidents, assistant vice presidents, and heads of departments and branches

As of March 30, 2021; Unit: Thousand Shares, %

Title

Nation
ality or
County
of
Registr
ation

Name

Gen
der

Date
Elected

Shares Held
when Elected

Shares
Currently Held

Currently Held by
Spouse and Minor

Number
of
Shares

Perce
ntage

Number|
of
Shares

Percen
tage

Number
of Shares

Percentage

Education and Work Experience

Current Position in the Company and/or Other
Companies

Executives, Directors or
Supervisors who Are Spouses
or within Second Degree of

Kinship

Title

Name

Relations
hip

Re
mark

Group
President

ROC

Fang-Chu,
Liao

2010
12/29

1,798

0.97

28,187
(Note 1)

15.14

21,421
(Note 1)

11.50

Bachelor of International Trade,
Chinese Culture University
Vice President of Sales, Fulgent
Sun International (Holding) Co.,
Ltd.

Director, Capital Concord Enterprises Limited
Director, Fujian Sunshine Footwear Co., Ltd.
Director, Sunny Footwear Co., Ltd.

Director, Hubei Sunsmile Footwear Co., Ltd.
Director, Fulgent Sun Footwear Co., Ltd.
Director, Fujian Laya Outdoor Products Co.,
Ltd.

Director, Laya Max Trading Co., Ltd.

Director and President, Fujian La Sportiva Co.,
Ltd.

Director, Lin Wen Chih Sunbow Enterprises
Co., Ltd.

Director, Lin Wen Chih Sunstone Garment
Enterprises Co., Ltd.

Director, NGOC HUNG Footwear Co., Ltd.
CEO, Fulgent Sun International (Holding) Co.,
Ltd.

Chairman

Executive
Vice

President in

Cambodia

Wen-
Chih,
Lin

Wen-
Kuang,
Lin

Spouse

Within
second
degree of
kinship

Note

Executive
Vice
President

ROC

Chih-Chen
g, Liao

2011
5/16

326

0.18

Master in Finance, National
'Yunlin University of Science and
Technology

Assistant Manager of Sales, First
Commercial Bank

Director, Capital Concord Enterprises Limited
Director, Sunny Footwear Co., Ltd.

Director, Hubei Sunsmile Footwear Co., Ltd.
Inspector, Fulgent Sun Footwear Co., Ltd.
Director, Lin Wen Chih Sunbow Enterprises
Co., Ltd.

Director, Lin Wen Chih Sunstone Garment
Enterprises Co., Ltd.

Inspector, NGOC HUNG Footwear Co., Ltd.
Spokesperson, Fulgent Sun International
(Holding) Co., Ltd.

CFO, Fulgent Sun International (Holding) Co.,
Ltd.

CGO, Fulgent Sun International (Holding) Co.,
Ltd.

Group
CFO

ROC

Chen-Hsia
ng, Fan

2011
6/1

348

0.19

Bachelor of Accounting, Feng
Chia University

None
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Executives, Directors or

Nation Shares Held Shares Currently Held by Supervisors who Are Spouses
ality or when Elected |Currently Held| Spouse and Minor or within Second Degree of
PP Kinship
Title County Name Gen| Date Education and Work Experience Current Position in the Co_mpany and/or Other Re
of der |Elected Companies mark
Registr Number) 5 e [NUMPeN oo con| Number Title | Name | Reations
ation of | tage| %7 | tage |of Shares| Pereentage hip
Shares 9| Shares | 9
Accounting Manager, Soaring
Technology Co., Ltd.
Group . Bachelor of Accounting,
. Chia-Jung, . . .
Audit 2020 Providence University
. ROC Shen F 11 |(0.01 - - - - . . None - - - -
Associate (Note ) 8/6 Auditor, Fulgent Sun International
ote
Manager (Holding) Co., Ltd.
Group Bachelor of Accounting,
Audit Yu-Fan S011 Chaoyang University of
Assistant| ROC Chou F 5116 - - - - - - Technology None - - - -
Vice (Note 3) Audit Manager, Zongtai Real
President Estate Development Co., Ltd.
) Master of Engineering Design and|Supervisor, Sunny Footwear Co., Ltd.
Sales Ming- 2015 its Management of University of Supervisor, Hubei Sunsmile Footwear Co., Ltd.
Vice ROC Hsien, [ M 116 | 0.06 - - - - . Supervisor, Fujian La Sportiva Co., Ltd. - - - -
President Chen 8/01 Huddersfield Supervisor, Fujian Laya Outdoor Products Co.,
Manager, Pou Chen Corporation [Ltd.
Productio
n Vice Xu-Ming, 2013 92 Qingliu No.2 High School in
. RPC M 0.05 - - - - . . . . None - - - -
President Huang 9/1 |(Note 4) Sanming City, Fujian Province
in China
Wen-C Within
Exs/c_utlve Chairman | hih, dsecondf
ice . egree o
. Master of Arts, Institute of Labor Lin g .
President Wen- 2018 . . kinship
. ROC M 393 |0.21 - - - - Relations, National Zhongzheng None — -
in Kuang Lin 12/12 L Within
. University Fang-
Cambodi . second
President Chu,
a . degree of
Liao, oo
kinship
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Note 1: Shares are held indirectly through the custodial account (MEINDL INT'L CO., LTD.) used by CTBC Bank; shares held by the spouse Lin, Wen-Chich include those held by the
spouse and those held indirectly through the custodial account (LASPORTIVAINT'L CO., LTD.) used by CTBC Bank.

Note 2: Group Audit Associate Manager Chia-Jung, Shen was appointed as Chief Internal Auditor upon the Board of Directors’ resolution on August 6, 2020.

Note 3: Group Audit Assistant Vice President Yu-Fan Chou left office on June 30, 2020.

Note 4: Shares directly held by Xu-Ming, Huang through the custodial account used by CTBC Bank.

Note 5: The President and the Chairman are spouses. Both the Chairman and President own diverse experiences in functions of shoe sectors. Moreover, President Liao has taken
considerably important role in previous operation performance and also controls the daily operation execution in reality for years, who is qualified as the most ideal candidate
for president. Additionally to strengthen the supervisory function of Board of Directors, the Company adds the seats for independent directors from the previous 3 seats to 5
seats, with the majority of directors not concurrently working as the employees or managers.
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3. Compensations to Directors, Supervisors, President and Vice Presidents in the Most Recent Year

(1) Compensations to directors and independent directors

Unit: NT$1,000; %

Compensations to Directors Ratio of Total Remunerations Paid to Concurrent Employees Ratio of Total Remuneration Paid to
Directors from an
Remuneration Remuneration (A, B, C, D,
Base R tion | Severance Pay (B) (Note | Directors' Remuneration | Business Execution Salary, Bonusand | Severance Pay (F) (Note Invested Company
ase e('mAL)mera on (A+B+C+D) to Net ' Employees' Remuneration (G) E, F, and G) to Net Income
1) (C) (Note2) Expenses (D) Income (%) Allowances (E) 1) %) Other than the
Company’s Subsidiary
Title Name
All All All All All All All All Companies Listed in All
The Company
Companies Companies Companies Companies Companies Companies Companies Financial Statements Companies
The The The The The The The The
Listed in Listed in Listed in Listed in Listed in Listed in Listed in Listed in
Company Company Company Company Company Company Company Cash Stock Cash Stock Company
Financial Financial Financial Financial Financial Financial Financial Financial
Amount | Amount | Amount | Amount
Statements Statements Statements Statements Statements Statements Statements Statements
Wen-Chih,
Lin
Fang-Chu,
Director Liao - i i - i 6,350 - - - 071 - 33936 - 216| - - | 3658 - - 4.93 None
Chih-Cheng,
Liao
Kun-Hsien,
Chang
Ai-Chi, Hsu
Independent| Jing-Huang,
Director Huang 3,650| - 186 - 043 - - - - - - - - - 043  None
Chun-An, Li
Jun-Ming, Wu
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1. Please describe the policy, system, standards and structure of compensations paid to independent directors, and explain the association with amount of compensation, relative to responsibility, risk, period of commitmer
and other factors:
The compensations to the independent directors of the Company take into consideration the evaluation of director performance and comply with the Provisions set forth in Article 34.1 of the Articles of Incorporation, w
the Salary and Remunerating Committee resolves and submits report to the Board of Directors for final resolution by the involvement and value of contribution made by individual director in corporate operation, in
accordance with the rationality and fairness of respective responsibility and risk associated with compensations.

2. Except for the foregoing disclosed from the table, the compensations paid for services provided by all companies listed in financial statements to the directors of the Company in the most recent year (i.e., the concurrent

position of consultant, other than employees): NT$ 0.
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Remunerations Brackets

Name of Director

Total of 4 Remunerations| Total of 7 Remunerations

Brackets of Remunerations Paid to Paid (A+B+C+D) (A+B+C+D+E+F+G)
to Directors All Companies All Companies
The . . The . .
Compa L_|sted in Compa L_|sted in
N Financial N Financial
y Statements y Statements
Kun-Hsien Chang, Kun-Hsien Chang,
Ai-Chi, Hsu, Ai-Chi, Hsu,
Less than NT$1,000,000 - Jing-Huang, Huang, - Jing-Huang, Huang,
Chun-An, Li, Chun-An, Li,
Jun-Ming, Wu Jun-Ming, Wu
NT$1,000,000 ~ NT$2,000,000 (excluded) - Chih-Cheng, Liao - -
NT$2,000,000 ~ NT$3,500,000 (excluded) ) Wen-Chih, Lin, i i

Fang-Chu, Liao

NT$3,500,000 ~ NT$5,000,000 (excluded) - - - -

NT$5,000,000~ NT$10,000,000 (excluded) - - - Chih-Cheng, Liao
NT$10,000,000~ NT$15,000,000 (excluded) - - - -
NT$15,000,000~ NT$30,000,000 (excluded) - - - Wen-Chih, Lin,

Fang-Chu, Liao

NT$30,000,000~ NT$50,000,000 (excluded) - - - -

NT$50,000,000~ NT$100,000,000 (excluded) - - - -

More than NT$100,000,000 - - - B

Total - 8 - 8

Note 1: No severance pay was given out that year but from the appropriated pension.

Note 2: The directors' remuneration has been approved by the Board of Directors on February 26, 2021.

Note 3: The remuneration disclosed in this table is based on a concept different from income stipulated in the
Income Tax Act. The purpose of the table aims to disclose information, instead of taxation.

(2) Remuneration paid to supervisors: As the Company has set the Audit Committee,
there is no supervisor.
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(3) Remunerations paid to the president and vice presidents

Unit: NT$1,000; %

Severance Pay

Bonuses and

Employees' Remuneration (D)

Ratio of Total
Remuneration

lary (A
Salary (A) (B) (Note 1) Allowances (C) (Note 2) (A+B+C+D) to . .
Remuneration Paid
Net Income (%) to Directors from A
- i
All All All All Companies All .
. . . . . . . Reinvested
Title Name Compani Compani Compani The Compan Listed in Compani Company Other
The | esListed | The | esListed | The | es Listed pany Financial The | es Listed pany ,
. ; . . than the Company’s
Com in Com in Com in Statements Com in Subsidiar
pany | Financial | pany | Financial | pany | Financial | Cash | Stock Cash Stock | pany | Financial y
Statemen Statemen Statemen | Amo | Amoun | Amoun | Amoun Statemen
ts ts ts unt t t t ts
Group President Fang-Chu,
Liao
Executive Vice Chih-Cheng,
President Liao
Production Vice Xu-Ming,
President in China Huang
Sales Vice Ming- Hsien, | 14,216 | - 505 | - 24,240 | - - 6,623 | - - 5.09 None
President Chen
Execu_tlve \{lce Wen-Kuang ,
President in Lin
Cambodia
hen-Hsi
Group CFO Chen-Fisiang,
Fan
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Remunerations Brackets

Brackets of Remunerations Paid to the

Name of President and Vice President

President and Vice Presidents

The
Company

All Companies Listed in
Financial Statements

Less than NT$1,000,000

NT$1,000,000 ~ NT$2,000,000 (Excluded)

NT$2,000,000 ~ NT$3,500,000 (Excluded)

NT$3,500,000 ~ NT$5,000,000 (Excluded)

Chen-Hsiang, Fan

NT$5,000,000 ~ NT$10,000,000 (Excluded)

Wen-Kuang Lin, Chih-Cheng, Liao,
Ming- Hsien, Chen, Huang,Xu, Huang

NT$10,000,000 ~ NT$15,000,000 (Excluded)

Fang-Chu, Liao

NT$15,000,000 ~ NT$30,000,000 (Excluded)

NT$30,000,000 ~ NT$50,000,000 (Excluded)

NT$50,000,000 ~ NT$100,000,000 (Excluded)

More than NT$100,000,000

Total

6

Note 1: No severance pay was given out that year but from the appropriated pension.

Note 2: The directors' remuneration has been approved by the Board of Directors on February 26, 2021.

Note 3: The remuneration disclosed in this table is based on a concept different from income stipulated in the
Income Tax Act. The purpose of the table aims to disclose information, instead of taxation.

(4) Name and distribution of managers who distribute employee remunerations

Unit: NT$ 1,000; %

Ratio of Total
Item Title Name Stock Amount Cash Amount Total Amount to Net
Income (%)
Group Fang-Chu,
President Liao
Vice President | Wen-Kuang,
Lin
Manager Vice President Chth—i(;Zeng, i 6,623 6,623 0.74
Vice President | Ming-Hsien,
Chen
Group CFO |Chen-Hsiang,
Fan

(5) Analysis of ratio of total remunerations paid to directors, supervisors, the president

and vice presidents by the Company

and all companies listed in the consolidated

financial statements to net income in the most recent two years; policies, standards,

and portfolios of remunerations; procedures for determining remunerations; and

correlation between business performance and future risks

A. Analysis of ratio of total remunerations paid to directors, supervisors, the
president and vice presidents by the Company and all companies listed in the
consolidated financial statements to net income in the most recent two years
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Unit: NT$ 1,000; %

2019 2020
Total Remuneration Ratio of Net Income (%) Total Remuneration | Ratio of Net Income (%)
All All All All
Title Companies Companies Companies Companies
The The The The
Listed in Listed in Listed in Listed in
Company Company Company Company
Financial Financial Financial Financial
Statements Statements Statements Statements
Directors - 41,213 - 3.23 - 47,996 - 5.36
President and
35,711 - 2.80 - 45,584 - 5.09
Vice presidents

B. Policies, standards, and portfolios of remunerations; procedures for determining
remunerations; and correlation between business performance and future risks

According to Article 32 of the Company's Articles of Incorporation, directors'
remunerations shall be determined by the Board of Directors based on the standards
of other businesses in the same industry and shall be paid regardless of the
Company’s profits or losses. The Company has established Salary and
Remuneration Committee, which is composed of all independent directors, to
stipulate and regularly review the policies, systems, standards, and structure of
performance assessment, salaries, and remunerations of directors and managerial
officers, and to regularly review and stipulate the salaries and remunerations of
directors and managerial officers based on the standards of other businesses in the
same industry. In particular, titles, ranking, education (experience), expertise, and
responsibilities are items taken into account for salary while bonuses take into
consideration items for performance evaluation of managers, including financial
indicators (corporate revenue, pre-tax net income and net income completion) and
expertise (financial accounting, operational management, industry knowledge, and
decision-making capacity).

The remunerations paid to the president and vice presidents include salaries,
incentive pay and employees' bonuses, and shall be determined based on their
positions, responsibilities, and contribution to the Company as well as the standards
of other businesses in the same industry.

According to the Articles of Incorporation of the Company and the operation of
the Board of Directors and Salary and Remuneration Committee, the Company
timely reviews the directors' and executives' participation in and contribution to the
Company's operation for their remunerations, and minimizes the possibility of and
correlation between business performance and future risks, so as to balance the
Company's sustainable development and risk control.
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4. Implementation of Corporate Governance

(1) The Board‘s Operation

A total of six meetings of the Board of Directors were held in 2020. The attendance
of directors and independent directors is as follows:

Time of |Time of Actual Ratio of Actual
Title Name Actual  [Attendance by Remark
Attendance (%)
Attendance Proxy
Chairman | \Ver-Chih 6 0 100 :
. Fang-Chu,
Director Liao 6 0 100 -
. Chih-Cheng,
Director Liao 6 0 100 -
Independent | Kun-Hsieng, i
Director Chang 6 0 100
Independent | 1 cpi sy 6 0 100 .
Director
Independent | Jing-Huang, i
Director Huang 6 0 100
Independent | o\ A, Li 6 0 100 :
Director
Independent | Jun-Ming,
Director Wu 6 0 100 )

Other matters to be recorded:

1.Should any of the following takes place in a Board’s meeting, the date, session, and
proposals of Board’s meeting, opinions of all independent directors, and the Company's
response to such opinions shall be specified: The Company had no resolution that was
objected and reserved by the independent directors.
1) Items listed in Article 14-3 of the Securities and Exchange Act

Date and Independent Action
Session of Agenda Director’s Taken
Board Meeting Opinion
2020.3.9 Case: Amendment of documentation for internal Unanimously
5th Session control — “Operating Management of d N/A
5th Time Preparation of Financial Statements” passe
Case: Amendment of documentation for internal Unanimously
control — “Operating Management of N/A
2020.4.30 Board of Directors Meetings” passed
5th Session - -
7th Time Case: Amendmer‘l‘t of doqumentatlon for internal Unanimously
control — “Operating Management of d N/A
Salary and Remuneration Committee passe
202086 Unanimously
5th Session Case: Appointment of Chief Internal Auditor d N/A
8th Time passe
Case: Amendment of documentation for internal
control — “Operating Management of Unanimously
Preparation of Financial Statements” and q N/A
2020.12.28 “Operating Management of Salary and passe
5th Session Remuneration Committee
10th Time
Case: Amendment to the “Procedures for the Unanimously N/A
Acquisition or Disposal of Assets” passed
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Case: Replacement of CPAs for 2021 in line
with the internal adjustment of the
accounting firm

(2) In addition to the above matters, any Board meeting resolutions that have been
opposed or reserved by independent directors with records or written statements:
None.

2.When a director refuses from proposals involving the conflict of interest, the director’s
name, the content of proposal, cause for the conflict of interest, and the voting shall be
specified: The Company had no director who refused from proposals involving the
conflict of interest.

3.Execution of the Board of Directors evaluation:
For more information on the results of the Board of Directors evaluation for 2020,
refer to the company website and the section, Ill. 4. (3) Implementation of corporate
governance, discrepancies in the Corporate Governance Best Practice Principles for
TWSE/TPEX Listed Companies, and reasons for such discrepancies, in the Annual

Unanimously

passed N/A

Report.
Evaluation Evalu_atlon Evaluation Evaluation Method Evaluation Criteria
Cycle Period Scope
Internal
Evaluation Performance self-evaluations by | Five evaluation criteria:
for . the Board of participation in the
evaluation for . , .
performance Directors and by Company’s operations,
the overall s - ) .
between individual directors, | improvement in the
Board of - , .. .
Once a December of Directors peer evaluation, Board’s decision-making
year previous o third-party quality, composition and
individual .
year to . evaluation by structure of the Board,
directors, and . X
November X professional advanced studies of
functional TR X .
of current . institutions or directors, and internal
committees
year experts, or other control
applicable methods

4.The goals of strengthening the functionality of the Board of Directors in the current
and the preceding years (e.g., establishing the Audit Committee and increasing
information transparency), and the evaluation of their execution:

(1)Performance and assessment of Board’s meetings: The Company has established
the rules of procedures for Board’s meetings. Board’s meetings were convened in
accordance with the rules and existing laws and regulations, and the attendance of
directors and independent directors was good.

(2)Directors' advanced studies: To encourage directors' advanced studies, the Company
arranges lecturers to teach and interact with directors on-site every year. For the
implementation of directors’ advanced studies this year, please refer to the section,
I11. 4. (3) Implementation of Corporate Governance, Gaps in Corporate Governance
Best Practice Principles for TWSE/TPEXx Listed Companies, and the Reasons for
the Said Discrepancies, in the Annual Report.

(3)Improvement in information transparency: The Company attaches great importance
to the rights and interests of investors and stakeholders. After each Board meeting is
convened, the Company will publish important resolutions of the Board of Directors
immediately. The Company also participates in road shows from time to time.

(4)Directors' liability insurance: To protect directors and managerial officers from risks

when performing their duties, the Company purchases “Liability Insurance for
Directors and Managers” each year.
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(2) Composition, responsibilities and operation of the Audit Committee

A. Composition of Audit Committee

The Audit Committee is composed of all independent directors, with no fewer than three persons, one of whom is the convener, and at
least one person should have accounting or financial expertise.

The term of the independent director of the Audit Committee is three years, and it may be reelected; if it is dismissed for any reason,
it should be elected by the recent shareholders' meeting.

B. Responsibilities of the Audit Committee: The main purpose of the Audit Committee's operation is to monitor the following matters:
(A) The expression of the company's financial statements.
(B) Appointment (dismissal) of CPA, independence and performance.
(C) The effective implementation of internal control.
(D) Compliance with relevant laws and regulations.

(E) Control of the Company's existing or potential risks.
C. Information on the operation of the Audit Committee

(A) The Audit Committee of the Company consists of five members.
The Audit Committee met 5 times in 2020. The attendance of independent director is as follow:

Title Name Time of Actual Time of Actual Rate of Actual Attendance Remark
Attendance Attendance by Proxy (%)
Independent Director Kun-Hsien, Chang 5 0 100 -
Independent Director Ai-Chi. Hsu 5 0 100 -
Independent Director Jing-Huang, Huang 5 0 100
Independent Director Chun-An, Li 5 0 100
Independent Director Jun-Ming, Wu 5 0 100
Other matters to be recorded:
1. Should any of the following takes place in a meeting of the Audit Committee, the date and session of the meeting, the proposal, the Audit
Committee's resolution and the Company's response to such a resolution shall be specified:
(1) Items listed in Article 14-5 of the Securities Exchange Act: Please refer to the section, C (B) Implementation of the Audit Committee
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for the current year, below.
(2) Other than the matters mentioned above, other resolutions passed by two-thirds of all directors but yet to be approved by the Audit
Committee: None.
2. When an independent director refuses himself/herself from proposals involving the conflict of interest, the independent director’s name,
the proposal, cause for the conflict of interest, and the voting shall be specified: The Company did not have a director who refused
himself/herself from proposals involving the conflict of interest.

3. Communication between the independent director and the internal audit manager and CPAs (including material matters, methods, and
results associated with corporate finance and business):

(1) The Company's audit manager communicates with the Audit Committee about the results of audits on a regular basis and attends
meetings of the Audit Committee without a vote. The independent directors raised no objection against report items and had good
communication with the Company's audit manager.

(2) Independent directors review the Company's financial statements on a regular basis. The CPAs also attend the annual meeting of the
Audit Committee without votes to explain the results of audits. The independent directors had good communication with the CPAs.

(B) Implementation of the Audit Committee for the current year:

. . . Other Resolutions Passed by
Items listed in Article Two-thirds of All Directors
Audit Committee Agenda and Subsequent Process 14-5 of the Securities b d by th
Exchange Act ut Yet to Be Appro_ve y the
Audit Committee

Case: The Company’ statement of internal control system in 2019 \% -
Case: The Company’s consolidated financial statements for 2019 \% -
Case: The Company's Annotated Accountant's Independent Evaluation in 2020 \% -

E&Zg.03209 Case: Amendment to the Company’s “Articles of Incorporation” \Y -

ession
4th Time Case: Amendment to the Company’s “Rules of Procedure for Shareholders’ Meeting” - -
Case: Amendment of documentation for internal control — “Operating Management of v i
Preparation of Financial Statements”

Resolution of the Audit Committee (on March 9, 2020): All members of the Committee agreed to adopt the proposal.
The Company's treatment of the Audit Committee's opinions: All directors present agreed.
Case: The Company's consolidated financial statements for the first quarter of 2020 - -

2020.04.30

4th Session Case: Amendment to the Company’s “Ethical Management Practice” - -

5th Time Case: Amendment to the Company’s “Corporate Social Responsibility Practice i i
Principles”
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Audit Committee

Agenda and Subsequent Process

Items listed in Article
14-5 of the Securities

Other Resolutions Passed by
Two-thirds of All Directors
but Yet to Be Approved by the

Exchange Act Audit Committee
Case: Amendment to the Company’s “Rules of Procedure for Board of Directors v i
Meetings” and “Operating Management of Board of Directors Meetings”
Case: Amendment to the Company’s “Audit Committee Charter” - -
Case: Amendment to the Company’s “Corporate Governance Best-Practice Principles” - -
Case: Amendment to the Company’s “Audit Committee Charter” and “Operating v i
Management of Salary and Remuneration Committee”
Case: The Company’s issuance of common stock for cash and the 5th issuance of v i

domestic unsecured convertible bonds in 2020

Resolution of the Audit Committee (on April 30, 2020): All members of the Committee agreed to adopt the proposal.

The Company's treatment of the Audit Committee's opinions: All directors present agreed.

Case: The Company’s consolidated financial statements for the second quarter of 2020 V -
2020.08.06
4th Session Case: Appointment of Chief Internal Auditor V -
6th Time Resolution of the Audit Committee (on August 6, 2020): All members of the Committee agreed to adopt the proposal.
The Company's treatment of the Audit Committee's opinions: All directors present agreed.
Case: The Company’s consolidated financial statements for the third quarter of 2020 - -
i’?f]zgelsilgg Case: The Company’s increase in investment in Capital Concord Enterprises Limited - -
7th Time Resolution of the Audit Committee (on November 6, 2020): All members of the Committee agreed to adopt the proposal.
The Company's treatment of the Audit Committee's opinions: All directors present agreed.
Case: The Company’s audit plan for 2021 \Y/ -
Case: The Company’s business report and distribution of earnings for the first half of the v i
year
Case: Replacement of CPAs for 2021 in line with the internal adjustment of the v i
accounting firm
2020.12.28 ) o - - "
4th Session Case: Amendment to the Company’s “Guidelines for the Codes of Ethical Conduct - -
8th Time Case: Amendment to the Company’s “Rules of Procedure for Board of Directors v )
Meetings” and “Operating Management of Board of Directors Meetings”
Case: Amendment to the “Procedures for the Acquisition or Disposal of Assets” \% -

Case: Amendment to the “Rules and Procedures of Shareholders Meeting”

Case: Amendment to the “Procedures for Election of Directors”
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Audit Committee

Agenda and Subsequent Process

Items listed in Article
14-5 of the Securities
Exchange Act

Other Resolutions Passed by
Two-thirds of All Directors
but Yet to Be Approved by the
Audit Committee

Case: Amendment to the Company’s “Audit Committee Charter”

Case: Amendment to the Company’s “Salary and Remuneration Committee Charter” and
“Operating Management of Salary and Remuneration Committee”

\%

Case: Amendment to the Company’s “Corporate Governance Best-Practice Principles”

Case: Formulation of the Company’s “Rules Governing the Scope of Powers of
Independent Directors”

Resolution of the Audit Committee (on December 28, 2020): All members of the Committee agreed to adopt the p

The Company's treatment of the Audit Committee's opinions: All directors present agreed.

roposal.

2021.02.26
4th Session
8th Time

Case: The Company’ statement of internal control system in 2020 \Y -
Case: The Company’s consolidated financial statements for 2020 \Y -
Case: The Company’s distribution of earnings for 2020 \Y -
Case: Amendment to the “Rules and Procedures of Shareholders Meeting” - -
Case: Amendment of documentation for internal control — “Computer Cycle” \% -
Case: Assessment of the Company’s CPA independence for 2021 V -

Resolution of the Audit Committee (on February 26, 2021): All members of the Committee agreed to adopt the proposal.

The Company's treatment of the Audit Committee's opinions: All directors present agreed.
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(3) Implementation of corporate governance, discrepancies in the Corporate Governance Best Practice Principles for TWSE/TPEX Listed
Companies, and reasons for such discrepancies

Implementation Status

Discrepancies

establish an internal
operating proceduretodeal
with shareholders’
suggestions, doubts,
disputes and litigations,
and implement based on
the procedure?

Inside Information” and set up a spokesperson, a deputy spokesperson, @
person in charge of stocks, and an e-mail address for handling
shareholders' proposals and inquiries.

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
1. Does the Company v The Company has established the “Corporate Governance Best-Practice No major
establish and disclose the Principles” and disclosed these principles on the company website. Each  |discrepancy
Corporate Governance operation has complied with these principles. As of the printing date of the
Best-Practice Principles Annual Report, there is no major discrepancy.
based on the “Corporate
Governance Best-Practice
Principles for TWSE/TPEXx
Listed Companies™?
2. Shareholding structure &
shareholders’ rights
(1) Does the Company v (1) The Company has established the “Procedures for Handling Material - |No major

discrepancy
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Implementation Status

Discrepancies

in the

Corporate
Governance
Best-Practic
Evaluation Item e Principles

Yes|No Summary for

TWSE/TPE

X Listed
Companies
and Reasons

(2) Does the Company possess | v/ (2) The Company has set up a person in charge of stocks with the help 0fiNo major
the list of its major Transfer Agency Service of CTBC Bank to control the list of majondiscrepancy
shareholdersas  well as shareholders.
the ultimate owners of
those shares?

(3) Does the Company v (3) The Company has established the “Procedures for Trading with Group|No major
establish and execute the Companies, Specific Companies,” and “Related Parties and the|discrepancy
risk management and Regulations Governing Supervision and Management of Subsidiaries,”
firewall system withinits which stipulate the operation, business, and financial dealings
conglomerate structure? associated with affiliated companies, to control related risks.

(4) Does the Company v (4) The Company has established related written regulations to maintain thelNo major

establish internal rules
against insiders trading
with undisclosed
information?

fairness of securities trading. The Company has also established the
“Procedures for Handling Material Inside Information” and promotes
the awareness to insiders from time to time.

discrepancy
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
3. Composition and
responsibilities of the
Board of Directors
(1) Does the Board develop v (1) The Company has established a diversity policy on the formation of the|No major

and implement a diversified
policy for the composition
of its members?

Board members in the “Corporate Governance Best-Practice Principles,”
in which all members are equipped with necessary knowledge, skills,
and moral fiber to carry out their responsibilities.

A.The Company adopted the “Corporate Governance Best-Practice

Principles for TWSE/TPEx Listed Companies” and developed a
diversified approach in Chapter IlI, "Strengthening the Functions of]
the Board". The nomination and selection of the members of the
Board of Directors of the Company shall, in accordance with the
provisions of the Articles of Incorporation, adopt a system of
nomination of candidates, in addition to assessing the qualifications
of the candidates for their studies and taking into account the views
of interested parties, to comply with the “Regulations for the Election
of Directors and Independent Directors” and “Corporate Governance
Best-Practice Principles for TWSE/TPEX Listed Companies” in order
to ensure diversity and independence of the directors.

B. The Company set up 8 directors. One of the Board members was

discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies
in the
Corporate
Governance
Best-Practic
e Principles
for
TWSE/TPE
X Listed
Companies
and Reasons

female. In addition to the one female member, Wen-Chih, Lin,
Fang-Chu, Liao, Chih-Cheng, Liao, Jing-Huang, Huang, and
Jun-Ming, Wu are experienced in management and
decision-making; Wen-Chih, Lin, Fang-Chu, Liao, Chih-Cheng,
Liao, Kun-Hsien Chang, Ai-Chi Hsu, and Jun-Ming, Wu are
experiences in finance and accounting; Kun-Hsien Chang,
Chih-Cheng, Liao, and Jun-Ming, Wu are experienced in banking
and securities affairs.

. The ratio of directors of the Company as the employees is 38%; the

ratio of independent director is 63%, and the ratio of female
directors is 13%; 3 independent directors have a service duration
less than 3 years, and 2 independent directors have a service
duration for 3 to 6 years; 5 directors are below 65 years old, and 3
directors are 65 to 69 years old. The Company values the
importance of gender equality.

. Specific management goals: The Company pays attention to the

independence of the Board members, with the target ratio of
independent directors setting at 50% or more. Two independent
directors were added to the 5th session of the Board of Directors. At
present, independent directors account for 63% of the total number
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Implementation Status

Discrepancies

voluntarily establish other
functional committees in
addition to the Salary and
Remuneration Committee
and the Audit Committee?

(2) In addition to setting up the Salary and Remuneration Committee and
the Audit Committee, the Company also set up the Corporate Committee
for Sustainable Development. The Corporate Committee for Sustainable
Development is composed of 8 directors (including 5 independent]
directors). Committee Chair and Director Wen-Chih, Lin specializes in
corporate governance and meets the expertise required for the Corporate
Committee for Sustainable Development.

The Audit Committee met 1 time in 2020. The attendance of independent

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
of directors.
E. The Board of Directors sets out the diversification policy for the
composition of its members, and exposes it on the company website.
F. Diversification of the Board’s members:
Industry Experience Expertise
Diversificgtio_n
creria Banking [Securities | Trade | Management Finance_& Bgs_iness_ Industry Decision-making
Director Accounting|Administration | Knowledge
Wen-Chih, Lin Vv Vv Vv Vv Vv Vv
Fang-Chu, Liao V V V V \% \%
Chih-Cheng, Liao \% V V V V \Y% \Y%
Kun-Hsieng Chang \ \Y \Y \Y \Y
Ai-Chi, Hsu \Y Vv
Jing-Huang, Huang \Y \Y V
Chun-An, Li \Y \Y \Y \Y
Jun-Ming, Wu \Y \Y \Y \Y \Y
(2) Does the Company 4 No major

discrepancy
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
director is as follow:
Time of Time of Ratio of
Title Name Actual Actual Actual
Attendance Attendance | Attendance
by Proxy (%)
. Wen-Chih,
Director . 1 0 100
Lin
Fang-Ch
Director ang_C . 1 0 100
Liao
Chih-Ch
Director I (_:eng, 1 0 100
Liao
Independent | Kun-Hsien
) 1 0 100
Director Chang
Inde!oendent Ai-Chi Hsu 1 0 100
Director
Independent | Jing-Huang,
P g g 1 0 100
Director Huang
|
ndependent Chun-An Li 1 0 100
Director
Independent .
_ Jun-Ming, Wu 1 0 100
Director
(3) Does the Company v (3) The Board of Directors adopted the formulation of the “Guidelines for No major

the Evaluation of the Board of Directors” on May 2, 2019. Directors
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Implementation Status

Discrepancies

regularly evaluate the
independence of CPAS?

Audit Committee and the Board of Directors shallevaluatethe
independence, competence, and professionalism of the Company's CPAs
every year on a regular basis, and shall request the CPAs to provide the

statement of independence every year. The Group's finance department

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed

Companies
and Reasons

establish a guidelines for shall conduct individual self-evaluation and functional committee|discrepancy

evaluating the Board of adopting the overall self-evaluation or evaluation by others. At least one

Director performance and Board of Directors evaluation will be conducted and the period of]

the method of evaluation? internal evaluation for the Board of Directors is between December of]

Does the Company conduct previous year and November of current year. The outcome of the internal

annual performance performance evaluation for the Board of Directors shall be completed

evaluation and submit the prior to the last Board of Director meeting convened for the current year.

outcome of performance The outcome of the latest Board of Directors performance evaluation is

evaluation to the Board of as follows:

Directors in addition to The evaluation of the Board of Directors and functional committees was

applying such evaluation completed on December 28, 2020, and no improvement was required.

on the consideration for the For more information, visit the company website (Investors - Corporate

remuneration of individual Information - Board of Directors - Board Performance Assessment).

director and the renewal of

nomination?

(4) Does the Company v (4) According tothe “Corporate Governance Best-Practice Principles”, the|No major

discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies
in the
Corporate
Governance
Best-Practic
e Principles
for
TWSE/TPE
X Listed
Companies
and Reasons

will review the competence and independence of the CPAs (Note) and
report the results of review to the Board of Directors for adoption.

Note: Standards for CPA Independence Evaluation

those having significant influence on the

audit currently or over the last two

years?

Evaluation Criteria Evaluation | Independence
Result
1. Does the CPA have direct or significant
indirect financial interests with the No V
Company?
2. Does the CPA engage in financing
activities with the Company or its No V
directors?
3. Does the CPA have a close business
relationship and a potential employment No V
relation with the Company?
4. Are the CPA and members of the audit
team holding positions in the Company
as directors or managerial officers or
No Vv
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
5. Does the CPA provide the Company
non-audit items that may directly affect No
the audit?
6. Does the CPA act as agent for stocks or N
0
other securities issued by the Company?
7. Does the CPA act as the defender of the
Company or on behalf of the Company N
0
to coordinate conflicts with other third
parties?
8. Is the CPA a family member or relative
of the Company's director, managerial N
0
officer or another position that has
significant influence on the audit?
Does the Company allocate | v/ The Company adopted the resolution by the Board of Directors to appoint{No major

a corporate governance unit
or personnel to be in charge
of corporate governance
affairs (including but not
limited to furnish
information required for

Executive Vice President Chih-Cheng, Liao as the head of corporate
governance to protect the rights and interests of shareholders and strengthen
the functions of the Board of Directors. Executive Vice President Liao has
had more than three years of experience in the position of a public company
in charge of finance. The major responsibility of the head of corporate
governance 1s to handle matters related to the Board’s meetings and

discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies
in the
Corporate
Governance
Best-Practic
e Principles
for
TWSE/TPE
X Listed
Companies
and Reasons

business execution by
directors, handle matters
relating toBoard’s meetings
and shareholders’ meetings
according to laws, handle
corporate registration and
amendment registration,
produce minutes of the
Board’s meetings and
shareholders meetings,
etc.)?

shareholders’ meetings in accordance with the law, produce directorate and
shareholders’ meetings, assist directors and supervisors in continuing
education, provide data for directors and supervisors to perform business,
assist directors and supervisors to follow laws and regulations.
(1) The implementation of the business is as follows:
A. To assist independent director and general directors in carrying
out their duties, providing necessary data and arranging directors'
training:

(1) The development and revision of the latest laws and
regulations related to the Company's business areas and
corporate governance.

(2) Inspect the confidential level of information and provide the
Company information required by directors, so as to maintain
the smooth communication between directors and business
executives.

(3) In accordance with the “Corporate Governance Best-Practice
Principles,” independent director assists in arranging related
meetings with individual internal auditors or endorsing
accountants to meet individual financial needs.

(4) To assist independent director and directors in developing
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies
in the
Corporate
Governance
Best-Practic
e Principles
for
TWSE/TPE
X Listed
Companies
and Reasons

annual training plans and arranging courses based on the
industrial characteristics of or Company and directors'
experience and background.
B. To assist the Board of Directors and shareholders’ meeting
procedures and resolutions:

(1) To report to the Board of Directors, independent director, audit
committee or supervisor on the Company's corporate
governance status, and confirm whether the shareholders'
meeting and the Board of Directors are in line with the relevant
laws and rules of corporate governance.

(2) To assist and remind the directors to comply with the laws and
regulations that should be observed when carrying out the
business or making formal resolutions of the Board of
Directors.

(3) To be responsible for checking the important information
release of the important resolutions of the Board of Directors
after the meeting, and ensuring the lawfulness and correctness
of the contents of the resolutions, so as to protect the investors'
trading information.

C. To inform the Board of Directors 7 days before convening the
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies
in the
Corporate
Governance
Best-Practic
e Principles
for
TWSE/TPE
X Listed
Companies
and Reasons

Board’s meeting, and to provide the conference data. If matter is to

be avoided, the matter should be reminded in advance, and the
minutes of the Board will be completed within 20 days after the
meeting.

D. In accordance with the law, registration should be made before
shareholders' meeting date, the meeting notice shall be made within

the legal time limit, the meeting handbook and the meeting minutes
shall be made, and the registration of the change shall be made if

the Articles of Incorporation are amended or directors are
re-elected.

(2) The advanced studies of the head of corporate governance in 2020 and
as of the printing date of the Annual Report:

Time Organizer Course Name Hours Total Hours
The Institute of Internal .
2020/03/25 Auditors-Chinese Taipei Fraud Audit and Management 6.0
The Institute of Internal Drill in Cases under the Labor Incident
2020/04/16 Auditors-Chinese Taipei Act 6.0
15.0
) 2020 Corporate Governance and
2020/11/12 Taiwan Stock Exchange Ethical Corporate Management for 30
Corporation Directors and Supervisors
Advanced Seminar on Corporate
Governance 3.0 from the Perspective of
i Prosecution/Investigation Agency for
Securities and Futures
2021/03/10 Institute (Independent) Directors and 3.0 3.0
Supervisors and Corporate Governance
Head
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
Advanced Seminar on Interpretation of
Securities and Futures Corporate Financial Information and
2021/03/25 Institute D(_acision-making for _(Independent) 3.0 3.0
Directors and Supervisors and
Corporate Governance Head
Does the Company v The Company has set up a spokesperson, a deputy spokesperson, and a No major
establish communication person in charge of stocks and disclosed their contact phone number and  |discrepancy
channel of the stakeholders email on the company website for stakeholders' inquiries.
(including but not limited
to shareholders, employees,
customers, supplier, etc.),
and establish an exclusive
zone of the stakeholders in
the Company’s website,
and properly respond the
important issues of
corporate social
responsibility concerned by
the stakeholders?
Does the Company appoint | v/ The Company has commissioned Transfer Agency Service of CTBC Bank to|No major

a professional shareholder
service agency to deal with

hold shareholders’ meetings and other relevant affairs within the Republic of
China.

discrepancy
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
shareholder affairs?

7. Information disclosure

(1) Does the Company havea | v (1) The Company has established the website to disclose information on No major
corporate website to financial operations and corporate governance under “Investors.” discrepancy
disclose both financial
standings and the status of
corporate governance?

(2) Does the Company have 4 (2) The Company has implemented a spokesperson system and disclosed its [No major
other information operation according to the related regulations. An English language discrepancy
disclosure channels (e.g., website has also been set up. Information on shareholders' meetings and
building an English investor conferences is updated in a timely manner.
website, appointing
designated people to
handle information
collection and disclosure,
creating a spokesman
system, webcasting
investor conferences)?

(3) Does the Company 4 (3) The Company announces and declares the financial statements early |No major

announce and declare the

before the specified date. Please refer to the Market Observation Post

discrepancy
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed

Companies
and Reasons

annual financial report in 2 System (website: https://mops.twse.com.tw/) for the financial

months after the statements for the first, second and third quarters, and the monthly

accounting year, in operations.

addition to making early

announcement prior to the

period required and report

the quarter financial

statements for the first,

second and third quarters,

and the monthly

operations?

v (1) Employee's rights and employee care: The Company offers a variety of|No major

Is there any other important
information to facilitate a
better understanding of the
Implementation of
Corporate Governance
practices (e.g., including
but not limited to employee
rights, employee wellness,
investor relations, supplier

employee benefits and has set up an e-mail to respond to employees'
opinions.

Investor relations: The Company ensures investors' rights and
information transparency by publishing information instantly and
explaining corporate finance and business in investor conferences from
time to time. The details are as follows:

A. The Company has set up the "Investors"” page on the Company website
to help investors understand corporate finance and business.

(@)

discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies
in the
Corporate
Governance
Best-Practic
e Principles
for
TWSE/TPE
X Listed
Companies
and Reasons

relations, rights of
stakeholders, directors’ and
supervisors’ training
records, the implementation
of risk management
policies and risk evaluation
measures, the
implementation of
customer relations policies,
and purchasing insurance
for directors and
supervisors)?

B. The minutes of the Company's shareholders’ meetings were kept in
accordance with the Company Act and related laws and regulations
and published on the company website.

(3) Supplier relations: The Company requests suppliers to provide raw
materials without hazardous substances.

(4) Stakeholders' rights: The Company offers the latest information and
communicates through a variety of channels to maintain the legal rights
and interests of both the Company and stakeholders.

(5) Advanced studies of directors: The finance department invites lecturers
to teach directors on-site from time to time, reports the latest laws and
issues associated with finance, tax, and corporate governance in Board’s
meetings, and requests the CPAs to report ad hoc as needed, so as to
improve professional knowledge and further implement corporate
governance.

Directors’ advanced studies in 2020 and as of the printing date of the
Annual Report are as follows:
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
Title Name Date Organizer Course Hours
Taiwan Common Tax
2020/06/12 Corporate Disputes and Tax _ 3
Governance |Governance Strategies
Association  |for Group Companies
Chai Wen-Chih, Vision Business
airman Lin . Opportunities and
International Challenges in the
2020/12/28 |Management g 3
. Economic
Consulting | fter th
(VIMC) Development after the
COVID-19 Pandemic
Taiwan Common Tax
2020/06/12 Corporate Disputes and Tax _ 3
Governance |Governance Strategies
Association  |for Group Companies
. Fang-Chu, . Business
Director Liao Vision . Opportunities and
International Challenges in the
2020/12/28 |Management g 3
. Economic
Consulting
(VIMC) Development after t_he
COVID-19 Pandemic
Taiwan Common Tax
2020/06/12 Corporate Disputes and Tax _ 3
Governance |Governance Strategies
Direct Chih-Cheng, Association  |for Group Companies
Irector Liao Vision Business
International |Opportunities and
2020/12/28 Management |Challenges in the 3
Consulting Economic
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
(VIMC) Development after the
COVID-19 Pandemic
Taiwan Common Tax
Corporate Disputes and Tax
2020/06/12 Governance |Governance Strategies
Association  |for Group Companies
Independent] Kun-Hsien, . Business
. Vision .
Director Chang International | CPPOrtunities and
2020/12/28 |Management |C1allendes in the
. Economic
Consulting | fter th
(VIMC) Development after t_ e
COVID-19 Pandemic
Taiwan Common Tax
2020/06/12 Corporate Disputes and Tax _
Governance |Governance Strategies
Association  [for Group Companies
Independent . _ . i
_p Ai-Chi, Hsu Vision Business .
Director . Opportunities and
International Challenges in the
2020/12/28 |Management g
. Economic
Consulting | fter th
(VIMC) Development after t_ e
COVID-19 Pandemic
Vision . .
International i;r?rfsgﬂgtLr;pllcatlons
. 2020/03/26 |Management
Independent|Jing-Huang, Consultin Corporate Governance
Director Huang (VIMC) g EVaIUation Criteria
Taiwan Common Tax
2020/06/12 Corporate Disputes and Tax
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
Governance  |Governance Strategies
Association  |for Group Companies
Insider Trading
Taiwan Prevention and
Corporate Response, and Trends
2020/11/04 | 2°'P in Corporate
Governance
— Governance and
Association .
Corporate Social
Responsibility
Taiwan Common Tax
2020/06/12 Corporate Disputes and Tax _
Governance |Governance Strategies
Association  |for Group Companies
Independent] . . Business
. Chun-An Li Vision -
Director International Opportunltlgs and
2020/12/28 |Management Challenges in the
. Economic
Consulting I h
(VIMC) Development after the
COVID-19 Pandemic
Taiwan Common Tax
2020/06/12 Corporate Disputes and Tax _
Governance |Governance Strategies
Association  |for Group Companies
Independent Jun-Ming, Futures and Interpretation of _
Director WU 12020/11/20 |Securities | COrPorate Financial
: Information and
Institute - .
Decision-making
Futuresand |Corporate Governance
2020/11/20 Securities and Board Operation
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies

in the

Corporate
Governance
Best-Practic
e Principles

for

TWSE/TPE

X Listed
Companies
and Reasons

Institute

2020/11/23

Futures and
Securities
Institute

Directors and
Supervisors' Legal
Responsibility and
Risk Management of
False Financial
Statements - Case
Study

Futures and

Corporate Governance

2020/11/23 | Securities and Securities
Institute Regulations
Vision Business
. Opportunities and
International Challenges in the
2020/12/28 |Management 9
. Economic
Consulting Development after the
(VIMC) P

COVID-19 Pandemic

2021/01/21

Taiwan Stock
Exchange
Corporation

Seminar on the
Functions of
Independent Directors
in Primary Listed
Companies

(6) Implementation of risk management policies and measurement
standards: The Company has formulated the “Risk Management Policy
and Procedures” that outlines the scope and structure of risk
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies
in the
Corporate
Governance
Best-Practic
e Principles
for
TWSE/TPE
X Listed
Companies
and Reasons

()

(8)

(9)

management, and has set up a risk management system to identify
existing and future risks regularly or from time to time and respond,
report, and monitor immediately. The Company has also enhanced
employees' awareness of such risks to ensure corporate sustainable
development. The implementation of risk management was reported to
the Board of Directors on December 28, 2020 and disclosed on the
company website. For other information, please refer to VII. Review of
Financial Conditions, Operating Results, and Risk Management.

Implementation of customer policies: The Company continues to offer|
customers products with stable quality, maintain a long-term
relationship with customers, and promote customers' corporate social
responsibility.

Purchase of liability insurance for the directors of the Company: The
Company has purchased liability insurance for directors and managerial
officers and re-evaluates the coverage every year.

The Company handles material inside information in accordance with
the Procedures for Handling Material Inside Information. Material
information is published in accordance with the scope and methods
prescribed in Paragraphs 5 and 6, Article 157-1 of the Securities and

Exchange Act and the definition and regulations of the Taiwan Stock
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Implementation Status

Discrepancies

in the
Corporate
Governance
Best-Practic
Evaluation Item e Principles
Yes|No Summary for
TWSE/TPE
X Listed
Companies
and Reasons
Exchange Corporation Procedures for Verification and Disclosure of
Material Information of Companies with Listed Securities. To prevent
insider trading, people who know material inside information of the
Company shall trade securities of the Company in accordance with
Article 157-1 of the Securities and Exchange Act. The Company also
informs all directors, managerial officers and employees of avoidance
of violations or insider trading in a timely manner.
Please specify the v In order to improve governance performance, the following improvements|No major

measures adopted by the
Company to improve the
items listed in the corporate
governance review result
from Taiwan Stock
Exchange’s Corporate
Governance Center and the
improvement plans for
items yet to be improved
(exempt if no evaluation

is carried out).

were made in 2020:

1)

@)

(3)

The Company formulated the “Risk Management Policies and
Procedures,” set up a risk management task force, and disclosed the
scope, organization, and implementation of risk management for the
year on the company website.

The Company amended the “Corporate Governance Best Practice
Principles,” stipulating that the appointment, and
remuneration of internal auditors shall be reported by the internal audit
officer to the Chairman for approval and disclosed on the company
website.

The Chinese version of interim financial statements for the year was
adopted by the Board of Directors seven days prior to the given time

evaluation,

discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies
in the
Corporate
Governance
Best-Practic
e Principles
for
TWSE/TPE
X Listed
Companies
and Reasons

limit of announcement and announced within one day upon adoption.

(4) The English version of interim financial statements for the year was
announced within two months after the given time Ilimit of
announcement of the Chinese version.

(5) The annual report for the year’s shareholders’ meeting was uploaded
sixteen days prior to the meeting date.

(6) The specific management objectives and implementation of the Board
diversification policy were disclosed on the company website.

(7) The policy, system, standard, and structure of directors’’ and managerial
officers’ remuneration and performance evaluation reviewed by the
Salary and Remuneration Committee on a regular basis were disclosed
on the company website.

(8) The performance of the Ethical Corporate Management Task Force
reported to the Board for the year and the meeting date were disclosed
on the company website.

(9) Water consumption and the total weight of waste in 2018 and 2019
were disclosed on the company website.
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(4) Composition, responsibility and operation of the Salary and Remuneration Committee
A. Composition of the Salary and Remuneration Committee

To improve corporate governance and the system of remunerations paid to directors and managerial officers, the Company has
established the Salary and Remuneration Committee with the resolution of the Board of Directors on December 27, 2011 in
accordance with the Regulations Governing the Appointment and Exercise of Powers by the Salary and Remuneration Committee of
a Company Whose Stock is Listed on the Stock Exchange or Traded Over the Counter, and has stipulated the articles of association
of Salary and Remuneration Committee. Members of the Salary and Remuneration Committee shall include two independent
directors of the Company and those appointed by the Board of Directors by resolution. The total number of the members shall not be
less than three. An independent director shall be elected as a convener and a chairperson of meetings to represent the Salary and
Remuneration Committee. Currently, the Salary and Remuneration Committee is composed of three independent directors, and
Independent Director Ai-Chi Hsu acts as the convener.

B. Responsibility of the Salary and Remuneration Committee
The Salary and Remuneration Committee shall exercise the care of a good administrator, faithfully fulfill the following functions
and power, and submit the suggestion to the Board of Directors for discussion:
(A) Establish and periodically review the performance evaluation and policies, system, standards, and structure of the remunerations
for directors and managers.
(B) Periodically evaluate and establish remunerations and benefits for directors and managers.
(C) Convene at least two meetings every year, and may convene meetings as needed.
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C. Information on the members of the Salary and Remuneration Committee
Do the Members Have Five or More Years of
Work Experience and the Following Professional | Compliance with Independence (Note 1)
Quialifications?
Instructor or Judge, Public Work Number of
o Above ina Prosecutor, Attorney, | Experience in Other Public
riteria| Department of CPA, or Other the Areas of Offering
Commerce, Law, Professional or Commerce, Companies
Finance, Technical Specialist | Law, Finance, h th
Title Accounting, or who Has Passed a | or Accounting, Where the Remark
Other Academic | National Examination | or Otherwise Member Is
Department and Been Awarded a | Necessary for 10 | Also on the
Related to the Certificate in a the Business of Salary and
Name Business Needs of| Profession Necessary | the Company Remuneration
the Company in a |for the Business of the .
Public or Private Company Committee
Junior College,
College or
University
Independent| Kun-Hsien, v v
Director Chang
Independent Ai-Chi, Hsu v ) i v )
Director
Independent| Jun-Ming,
Director Wu d Y 2

53




Note: For any member who fulfills the relevant condition(s) 2 years before being elected or during the term of office, please provide the "v™ sign in the
corresponding field.

(1) Not employed by the Company or an affiliated company.

(2) Not a director or supervisor of the Company or any of its affiliated companies (this restriction does not apply to independent directors of the
Company or its parent company or subsidiaries or subsidiaries of the same parent who have been appointed in accordance with the Act or local laws
of the registered country).

(3) Not a natural-person shareholder who holds greater than 1% of issued shares or is ranked top 10 in terms of the total quantity of shares held,
including the shares held in the name of the person’s spouse, minor children, or in the name of others.

(4) Nota manager in the first subparagraph or not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship
in the three preceding subparagraphs.

(5) Not a director, supervisor, or employee of an institutional shareholder that directly holds greater than 5% of the total number of issued shares of the
Company or is ranked top 5 in terms of quantity of shares held. Not a director, supervisor or employee appointed as the representative of a director or
supervisor according to paragraph 1 or paragraph 2 of Company Act (this restriction does not apply to independent directors of the Company or its
parent company or subsidiaries or subsidiaries of the same parent who have been appointed in accordance with the Act or local laws of the registered
country).

(6) Not a director (member of the governing board), supervisor (member of the supervising board), managerial officer, or shareholders holding 5% or
more shares of any affiliated company or institution with financial services or financial operations with the Company.

(7) Notadirector (member of the governing board), supervisor (member of the supervising board), or employee who or whose spouse is the same
person as the Chairman, President or has an equivalent position of the Company (this restriction does not apply to the independent director of
the Company or its parent company or subsidiaries or subsidiaries of the same parent who have been appointed in accordance with the Act or local
laws of the registered country).

(8) Not a director (member of the governing board), supervisor (member of the supervising board), managerial officer, or shareholders holding 5% or
more shares of any affiliated company or institution with financial services or financial operations with the Company (including but not limited to
such affiliated company or institution holding between 20%~50% of the total outstanding shares issued by the Company; moreover, such person is
taking a concurrent position as the independent director of the Company or its parent company or subsidiaries or subsidiaries of the same parent who
have been appointed in accordance with the Act or local laws of the registered country).

(9) Not a professional individual or owner, partner, director (member of the governing board), supervisor (member of the supervising board), managerial
officer, or spouse thereof, of a sole proprietorship, partnership, company, or institution that provides commercial, legal, financial, accounting, or
consultation services to the Company or to any affiliated company, or the cumulative amount of compensation acquired from the latest two years does
not exceed NT$500,000, provided that this restriction does not apply to the members of Salary and Remuneration Committee performing their official
powers, the Public Merger and Acquisition Review Committee or the Special Merger and Acquisition Committee, under the Securities and Exchange
Act or Business Mergers and Acquisitions Act.

(10) Where none of the circumstances in the subparagraphs of Article 30 of the Company Act applies.

D. Information on the operations of the Salary and Remuneration Committee
(A) The Salary and Remuneration Committee of the Company comprises of 3 members.
(B) The term of service for members of the current Salary and Remuneration Committee is from June 12, 2019 to June 11, 2022. In
2020, the Salary and Remuneration Committee convened 3 meetings. The qualifications and attendance of members of the Salary
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and Remuneration Committee are as follows:

. Time of Actual .
Title Name Time of Actual Attendance b Ratio of Actual Remark
Attendance y Attendance (%)
Proxy
In ndent o
depende Ai-Chi, Hsu 3 0 100 i
Director
Independent Kun-Hsien,
P 3 0 100 i
Director Chang
Independent .
P Jun-Ming, Wu 3 0 100 .
Director
The operation of the Salary and Remuneration Committee in 2020 and as of the printing date of the Annual Report:
Salary and Remuneration Committee Agenda Resolution Action Taken
2020.03.09 Distribution of employee remuneration
4ghr jet?rsT:gn and director remuneration for 2019 Unanimously passed upon chair’s request [Unanimously passed by the Board
1. Distribution of director
2020.08.06 re_mu_nerqtmn for 2019_
; 2. Distribution of executive . ., .
4th session Unanimously passed upon chair’s request (Unanimously passed by the Board
. performance bonuses
4th time .
3. Employee stock options for the
issuance of common stock for cash
1. Distribution of employee
2020.12.28 remuneration for managers for 2019
4th session 2. Distribution of executive Unanimously passed upon chair’s request (Unanimously passed by the Board
5th time performance bonuses and year-end
bonuses for 2020
2021.02.26 Distribution of employee remuneration
4th session d di ploy! for 2020 Unanimously passed upon chair’s request {Unanimously passed by the Board
6th time and director remuneration for

Other matters to be recorded:

1. If the Board of Directors chooses not to adopt or revise recommendations proposed by the Salary and Remuneration Committee,
the date and session of the Board meeting, the proposal, resolutions of the Board, and the Company's responses to the Salary and
Remuneration Committee's recommendations shall be specified (where the remuneration approved by the Board meeting is better
than that recommended by Salary and Remuneration Committee, the gap and the reason for the approval shall be specified):
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None.

2. Where resolutions of the Salary and Remuneration Committee include a dissenting or qualified opinion which is on record or
stated in a written statement, the date and session of the meeting, the proposal, opinions from every member, and responses to
such opinions shall be specified: None.
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(5) Implementation of corporate social responsibility, discrepancies in the Corporate Social Responsibility Best Practice Principles for
TWSE/GTSM Listed Companies, and reasons for such discrepancies

Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies and Reasons

1. Does the Company conduct
risk assessment on
environmental, social
(Note) and corporate
governance agenda related
to corporate operation
according to theprinciples
of materiality, in addition to
establishing relevant risk
management policies or
strategies?

Note: Materiality refers to
environmental, social, and
corporate governance
issues that have a
significant impact on the
Company's investors and
other stakeholders.

To fulfill corporate social responsibility, the Company established the
Corporate Governance & Sustainable Development Committee in 2019,
with the Chairman serving as the convener. Consisting of three
directors and five independent directors, the Corporate Governance &
Sustainable Development Committee is responsible for promoting
economic, social, and environmental balance and sustainable
development.

The Company conducts risk assessment on environmental, social, and
corporate governance issues according to theprinciples of materiality
and, based on the risks identified, establishes relevant risk management
policies or strategies as follows:

Risk Assessment

Material Issue Risk Management Policies or Strategies

Item
1. The Company is constantly improving
energy efficiency and reducing carbon
1. Energy L 92 - .
emissions by installing solar panels and
management

ground source heat pumps, fully closed
condensate recovery systems, and LED lights.

Environmental

2. The Company's factories strive to reduce
waste by selling leftover materials, recycling
and remanufacturing waste materials during
production, or training employees to meet
local laws and regulations.

2. Waste control

No major discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies and Reasons

Social

1. Conflict
minerals

1. The Company takes social and
environmental responsibilities. It has conflict
minerals management policies in place and
sources materials from companies that share
common values. Specific measures include
auditing suppliers and asking suppliers to
conduct investigations of places of origin and
due diligence, so as to ensure that the
materials do not contain conflict minerals.

2. Occupational
safety

2. The Company abides by internationally
accepted basic human rights, and formulates
human rights policies in accordance with local
labor-related laws and regulations in hopes of
providing employees an equal, safe, and
healthy workplace.

Corporate
Governance

Socio-economic
and legal
compliance

The Company has the "Corporate Social
Responsibility Best Practice Principles" in
place to implement corporate governance,
promote environmental sustainability, and
maintain social welfare. A governance
organization and internal control mechanisms
are also set up to ensure that all employees
and operations of the Company comply with
relevant laws and regulations.
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Evaluation Item

Implementation Status

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for

ves | No Summary TWSE/GTSM Listed
Companies and Reasons

2. Does the Company v 2. The Company has set up the “Corporate Governance and Sustainable  [No major discrepancy

establish a dedicated Development Committee” to take charge of CSR and report the

full-time (part-time) progress to the Board of Directors on a regular basis; in addition,

corporate social Fujian Sunshine Footwear Co., Ltd. has established the SMP

responsibility, as the Board Department (SustainableManufacture Performance) to take charge of

of Directors authorizes the lean production, environmental engineering, and human resources.

senior management for Persons are designated to handle each task and report to their unit

handling and reporting Supervisors.

status to the Board of

Directors?
3. Environmental issues
(1) Does the Company establish| v 1) The Company complies with relevant environment, safety and health|No major discrepancy

applicableenvironmental
management system
according to the industry
characteristics?

law, regulations and other rules in all countries and region. The
Company also complies with the provisions of brand clients regarding
improved environment, safety and health management. Moreover, the
Company promotes environmental protection and energy saving
programs in zero plastics, waste recycling, water-based chemicals, waste
water recycling, and replacement of clean energy, with continuous
efforts in promoting safe, healthy and sustainable environment. With
regards to environmental engineering, the Company is committed to
mitigation measures in energy consumption, waste gas, wastewater, and
wastes. The waste water discharge by the production bases of the

Company are conforming to the discharge standards required by the
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies and Reasons

(2) Does the Company commit
to upgrading the utilization
of resources and use of
recycled materials with low
environmental impact?

local government.

2) The Company continues to implement energy management and
recycling and improve the utilization of resources. In 2020, the
Company's main production bases generated 3,523,844KG of
non-hazardous waste and 44,628KG of hazardous waste and spent
NT$8,434,000 on environmental protection. Major energy-saving
projects are as follows:

A. Hubei Sunsmile Footwear Co., Ltd. and Lin Wen Chih Sunbow
Enterprises Co., Ltd. implemented solar power generation
construction to reduce fuel consumption and environmental
pollution generated from traditional power generation. A
geosystem was installed in the soil layer underground. Heat
exchangers were buried to exchange heat with soil and rocks and
further achieve refrigeration and heating with support of little
energy. This saved 20%~50% of energy generated by traditional
coal-fired boilers and saved 10%~30% of energy generated by
traditional cooling devices.

B. The original steam condensate recovery system was changed into a
fully closed system, which will improve the recovering
temperature and usage rate of steam, and thereby to condensate
and to save boilers' fuel consumption.

C. Traditional fluorescent lamps were replaced with LED lights to

reduce 413,472 kWh in 2020.

No major discrepancy
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Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies and Reasons

Implementation Status

Evaluation Item
Yes |[No Summary

D. Water saving was the priority, followed by water efficiency. The
specific approaches included the use of energy-saving faucets,
awareness promotion, and the reuse of recycled domestic
wastewater in irrigation and flushing toilets.

E. The Company reduced volatile organic compounds that could harm
employees' health and the environment, such as oily adhesives,

(3) Does the Company evaluate| v treatments and cleaners. No major discrepancy
the potential risk and 3)
opportunities of climate Risk Consideration
change on enterprises now Identification | '™Mension Dpf Risk Action Taken
. . . imension
and in the future, in addition
to taking response actions to Reduction in
. . greenhouse gas
climate related issues? emissions
Greenhouse Carbon Utilization of
as payment, environmental and
invgntor increase of sustainable raw
Laws and Y operational materials
- declaration
regulations Greenhouse costs Low-carbon
as emission Limited production and
gca control capacity energy use
P expansion Improvement in
use and efficiency
of existing
resources
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Evaluation Item

Implementation Status

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for

the greenhousegasemission,
water consumption and total
waste weight in the last two
years, in addition to
formulating policies on
energy-saving, carbon
reduction, greenhouse gas
emission, reduction of water
consumption, or otherwaste

(4) The Company took the following measures to reduce the impact on
global warming:
A. The Group HQ and each production base set up a multi-party

video-conferencing system to reduce the frequency of business

trips.

B. Dormitories and shuttle buses were arranged at each production
base to reduce fuel consumption and exhaust generated from

commutes.
C. Separate production bases were set up nearby, and raw materials
were transported by company cars to separate plants for

Yes |No Summary TWSE/GTSM Listed
Companies and Reasons
Production Increase |n|
. - employees
interruption
: Impact on awareness of
or reduction capacit disaster prevention
Climate caused by P I yd h P £
disasters wind, flood Decline P_u rehase o .
’ ) revenue and disaster prevention
draught, and .
property loss equipment
extreme
Purchase of
weather .
property insurance
A negative
Stakeholders' | corporate
request for image due to
Other factors | greenhouse failure to meet | Green production
gas emission | the
cap control stakeholders'
request
(4) Has the Company compiled v No major discrepancy
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Evaluation Item

Implementation Status

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for

ves | No Summary TWSE/GTSM Listed
Companies and Reasons
management? processing to reduce energy consumption generated from
commutes.
D. Each production base strove for landscaping in addition to
implementing energy conservation and carbon reduction in
operation.
E. Each production base continued to improve the use of water,
electricity, oil and gas by reducing the use of air conditioning
through the ventilation system between workshops and paying
attention to air conditioning temperatures in operating sites and
offices at any time, so as to achieve the goal of energy
conservation and carbon reduction.
4. Social issues
(1) Does the Company v (1) The Company has established related policies and procedures in No major discrepancy
formulate appropriate compliance with local labor regulations and the International Bill of
management policies and Human Rights and treated all employees equally and with respect to
procedures accordingto protect their legal rights and interests.
relevant regulations and the
International Bill of Human
Rights?
(2) Does the Company develop v (2) A. To protect employees' rights and interests and smooth|No major discrepancy

and implement reasonable
employee welfare measures
(including salary, leave,

communication, the Company has set up the "Investors" section on the
company website. If no or invalid response is received from supervisors
regarding any complaints or recommendations during service, all
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Evaluation Item

Implementation Status

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for

ves | No Summary TWSE/GTSM Listed
Companies and Reasons

and other benefits) in employees may be assured of proper handling by leaving a message on
addition to reflecting the the website, complaint in person, or sending an e-mail.
managerial performance or B. The Company has provided employees with multiple welfare
outcome appropriately on policies. Apart from the regulatory labor insurance, health insurance,
employee salary? pension funds appropriated and parental leave, the Company also

distributes gift vouchers for three major holidays, employee group

insurance as well as other welfare measures that contribute to

labor-management harmony.

(3) Does the Company provide v (3) The Company offers employees health examinations on a regular basis|No major discrepancy

a healthy and safe working
environment and organize
training on health and safety
for its employees on a
regular basis?

to improve the awareness of their health conditions. In the operating
environment, all new employees are required to receive safety and
health training; those operating special machines and equipment are
required to receive special safety training. In special workplaces,
employees shall wear personal protective equipment correctly. In the
operating environment which may generate dust or organic solvent
steam, employees shall wear a mask. In a noisy environment,
employees shall wear earplugs. Other preventive measures taken in
production bases included the installation of speed bumps, ventilation
systems, silencers, and mechanical safety devices.

A. Unit or person in charge of environmental, health, and safety
management: The occupational health management department
monitors thewarnings and notices of occupational diseases and
hazards regularly or from time to time, and examines whether
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies and Reasons

warning signs are clean and legible at least every six months. If
warning signs are found damaged, deformed, or faded, they shall
be repaired or replaced immediately. Each workshop shall identify
occupational diseases and hazards based on the requirements of
the Warning Signs for Occupational Hazards in the Workplace
(GBZ158) and report warning signs required for the operation to
the authority in charge of occupational health management; after
reviewing and approving the warning signs reported by each
workshop, the authority in charge of occupational health
management will purchase the qualified warning signs to ensure
the implementation of the warning and notification system.

B. Safety and health management systems and measures:

(A) Occupational health promotion education and training
system
The occupational health management department shall work
with the employee training department to ask for opinions on
occupational health training according to laws and
regulations and needs of positions, make and implement the
occupational health training plan, and ensure the provision of
training resources. The department shall also keep records of
training and create training files, classify training, and
evaluate the results of training for future improvement.

(B) Maintenance and inspection system for occupational disease
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies and Reasons

and hazard protective facilities
a. The occupational health management department shall

examine the occupational disease and hazard protective
facilities once a month; departments of use shall examine
the protective facilities every week; workers on duty
shall record the operation of the facilities every day.
The occupational health management department shall
work with the equipment management department to
make and implement the maintenance plan for
occupational disease and hazard protective facilities
based on the needs of departments, frequently examine
the daily use, maintenance, and repair of the protective
facilities, and keep related records.
The equipment management department is responsible
to repair the occupational disease and hazard protective
facilities. When finding any malfunction, departments
of use shall cut off the power and report to the
equipment management department immediately.
They are not allowed to repair the facilities or proceed
with production without permission.
After the occupational disease and hazard protective
facilities are maintained/repaired, the
maintenance/repair department shall clean up the site
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Evaluation Item

Implementation Status

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for

ves | No Summary TWSE/GTSM Listed
Companies and Reasons
and confirm that the facilities are up to scratch before
handing them over to the departments of use with both
parties' signatures affixed.
e. The occupational disease and hazard protective
facilities at each workshop or department shall be
maintained by a designated person, and a related record
shall be kept daily.
(4) Does the Company provide 4 (4) The Company currently offers in-service training to employees and No major discrepancy
its employees with career gradually builds career planning.
development and training
sessions?
(5) Does the Company establish| v (5) The Company provides major customers reports on product quality and |No major discrepancy

any consumer protection
policies and appealing
procedures for the health
andsafety ofcustomers, in
accordancewith thelaws and
internationalstandards
governing products,
services, customer privacy,
marketing, and labeling?

production progress on a regular basis, maintains smooth
communication with customers, and accepts customers' audits. The
business department is responsible to accept or reject customer
complaints and report such complaints to the quality assurance
department or related units until they are solved. The Company has
strictly complied with the Restricted Substances List (RSL) provided by
customers. The Company tests a raw material/material before
purchasing it to avoid any restricted substances contained in the raw
material/material. When any restricted substances are found in the test,
the Company will stop purchasing such a raw material/material. Using
such a raw material/material in production is prohibited to keep
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies and Reasons

(6) Does the Company establish
supplier management policy
to request suppliers for the
relevant regulations in
environmentalproduction,
occupational safety and

(6)

production free from materials that may cause damage to human bodies
or the environment. In addition to confidentiality agreements provided
by customers, the Company alerts related researchers to the importance
of confidentiality of customers' intelligent property rights on a regular
basis.

The Company has been a member of SATRA, the most authoritative
British organization in the footwear industry, and its certified laboratory.
SATRA studies and tests shoes in accordance with international
standards. To ensure the quality of raw materials, the Company samples
materials based on SATRA standards to examine whether colors,
textures, and specifications meet the standards. To assure the Company's
product quality, finished shoes go through the pull test and the wash test
to verify the pressure which finished shoes can endure. The Company
has insisted on implementing the ISO quality standards and has passed
the 1SO9001:2008 certification. Aiming to meet customers' needs, the
Company has introduced the PDCA cycle (Plan, Do, Check, and Adjust)
to ensure quality and legal compliance.

The Company follows up material supply on a regular basis and conduct
annual supplier evaluation and hold environmental protection and
occupational safety and health training from time to time. In case the
supplier violates the corporate social responsibility and environment but
fails to make improvement upon notification, the Company reserves the

right to terminate or cancel the contract at any time.

No major discrepancy
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Evaluation Item

Implementation Status

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for

ves | No Summary TWSE/GTSM Listed
Companies and Reasons
health or human rights for
labor, as well as the
implementation status?
Does the Company refer to v" [The Company performs conditions of corporate social responsibility in The Company has not

the standards or guidelines
for preparing international
standard reportsfor the
preparation of Corporate
Social Responsibility Report
and other reports disclosing
non-financial information of
the Company? Has the
aforementioned report
acquired validation or
opinion of guarantee from
third certification body?

accordance with the competent authority and relevant laws and regulations.
The Company also sets up the “Corporate Social Responsibility” webpage
on the company website to disclose information on the actual
implementations on the company website and the Market Observation Post

System (MOPS).

prepared the Corporate
Social Responsibility
Report and will prepare it
in the future, depending
on the company
development requirement
and regulations.

If the Company has established its own corporate social responsibility best practice principles according to the Corporate Social Responsibility
Best Practice Principles for TWSE/GTSM Listed Companies, please state the difference: The Company has established the Corporate Social
Responsibility Best Practice Principles and the Corporate Committee for Sustainable Development according to the Corporate Social
Responsibility Best Practice Principles for TWSE/GTSM Listed Companies to contribute to environmental protection, social services, welfare,

consumer rights, human rights, safety and health, and other social responsibilities.
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Evaluation Item

Discrepancies in the
Corporate Social
Responsibility Best
Practice Principles for
TWSE/GTSM Listed
Companies and Reasons

Implementation Status

Yes |[No Summary

7. Other important information helpful in understanding CSR operation:
Upholding the spirit of taking from society, giving back to society, the Company has actively participated in charitable activities to promote local
education and social welfare with the Group's materials and human resources. The Company has established the Charitable Trust Fulgent Sun
Group International Charity Fund to provide assistance for schools and groups in Yunlin through donation from time to time and to subsidize
social activities organized by other production bases. In 2020, the Group donated NT$5,048,000 to the following:

)
)

(3)
(4)
(®)

(6)
(")

(8)
9)

Tuition and miscellaneous expenses, after-class counseling fees, and activity expenses of the economically disadvantaged children.
Breakfasts, meals during summer and winter vacations, and nutrition offered to the disadvantaged children in remote and general areas in
Yunlin County.

World Peace Society, Community of Societies - sponsorship for philanthropic performances and breakfasts to the disadvantaged children.
World Vision Taiwan - sponsorship for the economically disadvantaged school children in Yunlin.

Fujian Sunshine Footwear Co., Ltd. sponsored scholarship for Yang-En University and Liming Vocational University to help the schools
improve schooling conditions and inspire faculty and students with enthusiasm for work and study.

Fujian Sunshine Footwear Co., Ltd. (China) donated disaster relief to the Luojiang Fire Department of Quanzhou City.

Fulgent Sun Footwear Co., Ltd. (Vietnam) donated disaster relief to Hung Yen Province and funds to philanthropic activities and temple
activities.

NGOC HUNG Footwear Co., Ltd. (Vietnam) donated funds to the COVID-19 Relief Center and Disability Medical Center and disaster
relief to Hai Duong.

NGOC HUNG Footwear Co., Ltd. (Vietnam) organized philanthropic activities and donated food to the disadvantaged residents and funds
to temple activities.

(10) Lin Wen Chih Sunbow Enterprises Co., Ltd. (Cambodia) donated funds to the Red Cross Society to replenish local medical resources.
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(6)

Implementation of Ethical Corporate Management, Discrepancies in the Ethical Corporate Management Best Practice Principles for
TWSE/GTSM Listed Companies, and Reasons for Such Discrepancies

Implementation Status

Discrepancie

evaluation mechanism for risks
associated with unethical conducts
and regularly analyzes and
evaluates business activities

Principles clearly stipulate the prohibition of unethical conduct; the
Company's Codes of Ethical Conduct also stipulate the avoidance
of personal interests, fair trade, legal compliance, and reporting of
illegal or unethical conduct. Any violations are subject to the

sinthe
Ethical
Corporate
Management
Evaluation ltem Bgsr':nF::riaci"g:e
Yes| No Summary forp
TWSE/GTS
M Listed
Companies
and Reasons
1. Formulating policies and plans for
ethical corporate management
(1) Has the Company clearly indicated| v (1) The Company has established the Ethical Corporate Management{No major
policies and activities related to Best Practice Principles, which stipulate that the Company's|discrepancies
ethical corporate management in directors, managerial officers and employees shall implement
its bylaws and external documents, ethical corporate management.
and are the Company’s directors
and management actively fulfilling
their commitment to corporate
policies?
(2) Has the Company established an 4 (2) The Company's Ethical Corporate Management Best Practice{No major

discrepancies
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subject to higher risk of unethical
conducts within the scope of
business? Has the Company
developed measures for preventing
unethical conducts, which at least
covers the preventive measures
under the itemsprescribedin
Paragraph 2, Article 7 of the
"Ethical Corporate Management
Best Practice Principles for
TWSE/TPEx Listed Companies?”’

(3) Hasthe Company stipulates

operation procedures, conduct
guide, disciplinary and grievance
system for violation for preventing
unethical concocts, in additionto
implementing execution and
regularly review and revise the
aforementioned solution?

punishments prescribed in the personnel regulations.

(3) To strengthen the implementation of ethicalcorporate management,

the Company's Ethical Corporate Management Best Practice
Principles clearly stipulate that operating activities with higher
risks of involving in unethical conduct, including offering or
acceptance of bribes, illegal political donations, improper
charitable donations or sponsorship, offering or acceptance of
unreasonable presents or hospitality, or other improper benefits,
shall be prevented.

No major
discrepancies

. Implementing ethical corporate
management

(1) Has the Company evaluated ethical

records of its counterpart? Does
the contract signed by the
Company and its trading
counterpart clearly provide terms
on ethical conduct?

(1) The Company’s employees avoid commercial dealings with

unethical suppliers, customers, or other trading partners. Once
unethical conduct is identified, the Company will immediately
suspend all dealings and blacklist the said suppliers, customers, or
other trading partners.

No major
discrepancies
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(2) Has the Company established a
full-time (part-time) unit directly
under the supervision of the Board,
which is devoted to promoting
corporate ethical business, and
routinely (at least once a year)
reporting the ethical management
policies and solutions for
preventing unethical conducts as
well as the implementation to the
Board?

(2) The Company has the “Ethical Corporate Management Task

Force” set up under the Corporate Governance & Sustainable

Development Committee. Based on the tasks and responsibilities

of each department, this full-time dedicated unit is responsible for

helping the Board and management in formulating and supervising

the ethical corporate management policies and prevention

programs in order to ensure the implementation of the Ethical

Corporate Management Best Practice Principles.

On December 28, 2020, the Ethical Corporate Management Task

Force reported to the Board on the implementation of ethical

corporate management for 2020:

A.Training
New employees of the Company are required to take the
training on the Ethical Corporate Management Best Practice
Principles. Employees are also assigned to attend seminars
organized by the competent authorities from time to time and
later share relevant information with other employees in order
to manage and prevent unethical conduct across the
organization.

B.Awareness promotion
The Company upholds the spirit of “morality, wisdom,
diligence, long-term cultivation,” based on which the Ethical
Corporate Management Task Force promotes ethical corporate
management policies and prevention programs. The concepts of
integrity and business sustainability are constantly being
instilled in all employees, urging employees to conduct
business in an ethical manner without prejudice to the

No major
discrepancies
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(3) Hasthe Company established
policies preventing conflictof
interest, provided proper channels
of appeal, and enforced these
policies and opened channels
accordingly?

stakeholders’ interests.

C.Grievance system and protection of whistle-blowers
The Company encourages people inside and outside the
organization to report unethical conduct or misconduct.
Employees, shareholders, stakeholders, and people outside the
organization can communicate with the Company through the
“Stakeholder” section on the company website. The Company
keeps the identities of whistle-blowers and the contents of
grievances absolutely confidential and allows anonymous
reporting.
When finding or being informed of any unethical conduct by
employees, the Company will take immediate action to clarify
the relevant facts. If such conduct is verified to have violated
relevant laws and regulations or the internal ethical corporate
management policies and regulations, the Company will ask the
employees to stop such conduct immediately and take
disciplinary actions as appropriate. Whenever necessary, the
Company will resort to legal action to claim damages and
protect its reputation and rights and interests.
In 2020, there was neither grievance nor unethical conduct
reported.

(3) When the Company's employees discover, when performing
business, any conflict of interests, the conflict has to be reported
to an immediate supervisor, who shall provide appropriate
guidance.

No major
discrepancies

74




(4) Hasthe Company established v (4) The Company's audit unit leads the self-examination of internal(No major

effective accounting systems controls, reviews the implementation, and evaluates the need for|discrepancies
and internal control systems for adjustment every year; the audit unit implements the internal

enforcing ethical corporate controls based on the annual audit plan and reports the operation of
management? Are regular audits audits to the Board of Directors on a regular basis.

carried out by the Company’s
internal audit unit or commissioned

to a CPA?

(5) Does the Company regularly v (5) The Company has promoted the awareness of ethical corporate{No major
organize internal and external management to employees in executive meetings and weekly|discrepancies
training on ethical corporate meetings so that employees fully comprehend the idea and
management? regulations.

3. Operation of whistle-blowing
mechanisms in the Company

(1) Hasthe Company established 4 (1) The Company's Ethical Corporate Management Best Practice{No major
concrete whistle-blowing and Principles clearly stipulate the whistle-blowing and grievance|discrepancies
rewarding systems and accessible systems. Employees may report by the Company's e-mail. In case
whistle-blowing channels? Does of material violations or damage to the Company, the Company
the Company assign a suitable and shall make a report immediately and inform independent directors
dedicated individual for the case or the Audit Committee in writing.

being exposed bythe
whistle-blower?

(2) Hasthe Company stipulated 4 (2) The Company's Ethical Corporate Management Best Practice|No major
standard operating procedures Principles clearly stipulate that the identity of a whistle-blower and|discrepancies
(SOP) and relevant systems of the case reported shall be kept confidential.

confidentiality for investigating the
case being exposed by the
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whistle-blower?

(3) Hasthe Company adopted
protection against inappropriate
disciplinary action for the
whistle-blower?

(3) The Company's Ethical Corporate Management Best Practice

Principles clearly stipulate the whistle-blowing system and
confidentiality to protect whistle-blowers from inappropriate
disciplinary action.

No major
discrepancies

4. Strengthening information
disclosure

(1) Has the Company disclosed the
content of its best practices on
ethical corporate management and
the effectiveness of its activities on
its official websiteor the Market
Observation Post System
(MOPS)?

(1)

In pursuit of information transparency, the Company has disclosed
information on corporate finance, business, and governance on the
company website. The Ethical Corporate Management Best
Practice Principles and the Codes of Ethical Conduct have been
published on the company website. All employees are required to
comply with these Principles and Codes. A person has been
designated to publish company information on the MOPS and the
company website on a regular basis to provide investors correct

and complete information.

No major
discrepancies

5. Where the Company has stipulated its own best practices on ethical corporate management according to the Ethical Corporate
Management Best Practice Principles for TWSE/TPEX Listed Companies, please describe any discrepancy between the prescribed
best practices and actual activities taken by the Company:
The Company has established the Ethical Corporate Management Best Practice Principles and the Codes of Ethical Conduct to
implement ethical corporate management and prevent unethical conduct.

6. Any important information useful for understanding the state of ethical corporate management:
The Company always has dealings with counterparts in good faith and promotes its ethical corporate management to both

counterparts and employees at any time.
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(7) The method of query in case the Company formulate corporate governance

(8)

principles and related regulations is describe below:

Upholding the philosophy of the “Corporate Governance Best Practice Principles for
TWSE/TPEx Listed Companies,” the Company has established the Audit
Committee Charter, the Salary and Remuneration Committee Charter, the Rules of
Procedure for Board of Directors Meetings, the Rules of Procedure for Shareholders'
Meetings, the Procedures for Handling Material Inside Information, the Codes of
Ethical Conduct, the Ethical Corporate Management Best Practice Principles, and
the Procedures for Trading with Group Companies, Specific Companies, and
Related Parties to implement corporate governance; the aforesaid regulations have
been made available on the company website and the Market Observation Post
System (MOPS) for access by relevant personnel.

Other Important Information for Better Understanding of Implementation of
Corporate Governance:

A. Corporate Governance Best Practice Principles

(A) Immediate disclosure of important information.

(B) Good communication between the Board of Directors and the management.

(C) A certain percentage of independent directors.

(D) Establishment of the Audit Committee, which ensures the independence and
fairness of the CPA:s.

(E) Establishment of the Salary and Remuneration Committee, which strengthens
corporate governance and consolidates remunerations paid to directors and
managerial officers.

(F) Voting of proposals one by one in Board’s meetings for fully implementing the
exercise of shareholders’ rights.

(G) Compliance with the Codes of Ethical Conduct, ethical corporate management,
and internal audits.

B. To facilitate the understanding of and compliance with the Procedures for
Handling Material Inside Information among employees, managerial officers, and
directors, the Company has included these Procedures in the internal control
system, so as to reduce risks of insider trading.

C. The Company and persons in charge of financial information transparency have
obtained the following certificates designated by the regulator:

Number
Name of Certification Certification Issuer of
Persons
Senior Examination for Certified ..
. Examination Yuan 3
Public Accountants
General Examination for £ ination Y 3
Bookkeepers xXamination Yuan
Stock Affairs Specialist Securities and Futures Institute 5
Basic Proficiency Test for Corporate Securities and Futures Institute 3
Internal Control
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D. The following is the training situation of managerial officers in 2020 and up to
the printing date of the Annual Report:

Title Name Date Organizer Course Hours
Taiwan Common Tax
Corporate Disputes and Tax
2020/06/12 P Governance 3
Governance Strategies for Group
Association .
Companies
PGrc_)(;Jp FanLg_-Chu, Business
resident 120 Vision Opportunities and
International |Challenges in the
2020/12/28 Management |Economic 3
Consulting |Development after
(VIMC) the COVID-19
Pandemic
Institute of
Internal Fraud Audit and
2020/3/25 Auditors-Chi [Management 6
nese Taipei
:gf;'rt#;f of Drill in Cases under
2020/4/16 . . |the Labor Incident 6
Auditors-Chi
> = |Act
nese Taipei
Taiwan Common Tax
Corporate Disputes and Tax
2020/06/12 P Governance 3
Governance .
L Strategies for Group
. Association :
Executive Chih-Chen Companies
Vice . g . The Latest Corporate
. Liao Institute of
President Internal Governance Trends
2020/08/12 . . |and Implementation 6
Auditors-Chi
.~ |of the Control
nese Taipei .
Environment
Accounting ?ontmumg '_I'ralnmg
Research and | " Accountmg .
2020/09/10-11 Officers of Securities| 12
Development | .
. Firms and Stock
Foundation
Exchanges
The Latest Corporate
Accounting |Governance Policies
2020/10/26 Research and |and Establishment of 6
Development |Corporate
Foundation |Governance Officers
According to Law
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Title Name Date Organizer Course Hours
2020 Seminar on
Taiwan Corporate
Stock Goyernance and
2020/11/12 Exchange Ethical Corporate 3
Corporation M_anagement for
Directors and
Supervisors
Business
Vision Opportunities and
International |Challenges in the
2020/12/28 Management |Economic 3
Consulting  |Development after
(VIMC) the COVID-19
Pandemic
Advanced Seminar
on Corporate
Governance 3.0 from
the Perspective of
Securities Prosecution/Investiga
2021/03/10 and Futures |tion Agency for 3
Institute (Independent)
Directors and
Supervisors and
Corporate
Governance Head
Advanced Seminar
on Corporate
Governance 3.0 from
the Perspective of
Securities Prosecution/Investiga
2021/03/25 and Futures [tion Agency for 3
Institute (Independent)
Directors and
Supervisors and
Corporate
Governance Head
Accounting Continuing '_I'ralnmg
Group | Chen-Hsiang Research and | FOrAccounting
' 12020/09/10-11 Officers of Securities| 12
CFO Fan Development Ei d Stock
Foundation Irms an
Exchanges
:Ef;'rt#;f of Mate_rials_ Audit
2020/05/27 Audi . |Practice in 6
uditors-Chi .
Grou_p _ nese Taipei Manufacturing
Audit Chia-Jung,
Associate Shen Institute of
Manager 2020/12/17 Internal Self-evaluation 5
Auditors-Chi |Practice
nese Taipei
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(9) Implementation of Internal Control System
A. Statement of Internal Control System

1.

Fulgent Sun International (Holding) Co., Ltd.
Statement of Internal Control System
Date: February 26, 2021

The Statement of Internal Control System is issued based on the self-assessment of the Company for 2020:

The Company acknowledges that the establishment, implementation and conservation of the internal
control system are the responsibilities of the Board of Directors and the managers of the Company. The
Company has constructed such system. The objectives of the internal control system include achieving
various objectives in business benefits and efficiency (including profitability, performance, and
protection of assets and safety); ensuring the reliability, timeliness, transparency, and regulatory

compliance of reporting; and providing reasonable assurance.

The internal control system has inherent constraints, and no matter how comprehensive its design may be,
an effective internal control system is only capable of providing adequate assurance for achieving the
above-mentioned objectives. Moreover, the effectiveness of the internal control system may be altered
from changes in the environment and under different situations. Nevertheless, the Company’s internal
control system contains self-monitoring mechanisms, and the Company takes immediate remedial actions

in response to any identified deficiencies.

The Company assesses for the effectiveness of the internal control system's design and practices through
the effectiveness of internal control system, as stated in the Regulations Governing Establishment of
Internal Control Systems by Public Companies (hereinafter referred to as "the Regulations"). The criteria
adopted by the Regulations identify five key components of managerial internal control: (1) Control
Environment; (2) Risk Assessment; (3) Control Activities; (4) Information and Communication; and (5)
Monitoring Activities. Each constituent element includes a number of categories. Please refer to "the

Regulations" for the aforementioned categories.

The Company has evaluated the design and operating effectiveness of its internal control system

according to the aforesaid items of determination for internal control system.

Based on the above assessment results, the Company determined that the Company's internal control
system on December 31, 2020 (covering monitoring and management of its subsidiaries) has been
effectively designed and implemented and sufficient to ensure that the objectives below are achieved,
including understanding the degree of achievement of operational effectiveness and efficiency objectives,
reliable, timely and transparent reporting and compliance of applicable rules, laws, regulations and

bylaws.

This Statement will form an integral part of the Annual Report and the Prospectus of the Company. If the
aforementioned content contains illegal matters such as any fraudulent or hidden information, the
Company will be in question of breaching Articles 20, 32, 171, and 174 in the Securities and Exchange
Act and face legal consequences.

The Statement has been approved by the Board of Directors on February 26, 2021. Among eight directors

present, no director raised any objection. All of them agreed with the contents of this statement and made

this statement.

Fulgent Sun International (Holding) Co., Ltd.

Chairman:

President:
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B. Any CPA commissioned to conduct a project review of the internal control
system shall disclose the CPA’s evaluation report: N/A.

(10) Lawful punishment inflicted on the company, and/or disciplinary action taken by the
Company against its employees for violating the internal control system, material
faults and improvements in the most recent year and as of the printing date of the
Annual Report: In 2020, there was no lawful punishment inflicted on the Company,
and/or disciplinary action taken by the Company against its employees for violating
the internal control system.

(11)Important resolutions made in/by the shareholders’ meeting and the Board’s
meetings in the most recent year and as of the printing date of the Annual Report:

A. Important resolutions approved in the shareholders’ meeting on June 12, 2020
and their implementation:

(A) Adoption of 2019 consolidated financial statements and business report.
Implementation: The consolidated financial statements and business report
for 2019 were adopted, with consolidated revenue of NT$12,842,525
thousand, profit after tax of NT$1,276,511 thousand, and earnings per share
at NT$7.81.

(B) Adoption of distribution of 2019 earnings.

Implementation: With the ex-dividend date set on July 20, 2020, earnings for
2019 at the total amount of NT$963,059 thousand were paid in full on
August 19, 2020 in the form of cash dividends (NT$5.52 per share).

(C) Passing of the amendments to the “Articles of Incorporation.”
Implementation: The amendments to the “Articles of Incorporation” were
registered with the office in Cayman Islands on June 22, 2020 and also
published on the company website.

(D) Passing of the amendments to the “Rules of Procedure for Shareholders’
Meetings.”

Implementation: The amendments to the “Rules of Procedure for
Shareholders” Meetings were published on the company website on June 12,
2020 and took effect thereon.

B. Important resolutions approved in the Board meeting on March 9, 2020:
(A) The Company’s 2020 business plan.
(B) The Company’s 2019 statement of internal control system.
(C) The Company’s 2019 consolidated financial statements.
(D) The Company’s 2019 business report.
(E) The Company’s 2019 employee remuneration and director remuneration.
(F) The Company’s 2019 earnings distribution.
(G) The Company’s 2020 CPA independence assessment.
(H) Amendments to the Company’s “Articles of Incorporation.”
() Amendments to the “Rules of Procedure for Shareholders’ Meetings.”
(J) Amendment of documentation for internal control — “Operating

Management of Preparation of Financial Statements”

(K) The period, location, and matters in relation to shareholder proposals.
(L) The date and agenda of the Company’s 2020 shareholders’ meeting.

C. Important resolutions approved in the Board meeting on March 20, 2020:
(A) The 3rd buyback of the Company’s shares (treasury shares)

D. Important resolutions approved in the Board meeting on April 30, 2020:
(A) The Company’s consolidated financial statements for the first quarter of
2020.
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(B) Amendments to the Company’s “Regulations for Buyback and Transfer of
Shares to Employees.”

(C) Amendments to the Company’s “Ethical Corporate Management Best
Practice.”

(D) Amendments to the Company’s “Corporate Social Responsibility Best
Practice.”

(E) Amendments to the Company’s “Rules of Procedure for Board of Directors
Meetings” and “Operating Management of Board of Directors Meetings.”

(F) Amendments to the Company’s “Audit Committee Charter.”

(G) Amendments to the Company’s “Corporate Governance Best Practice.”

(H) Amendments to the Company’s “Salary and Remuneration Committee
Charter” and “Operating Management of Salary and Remuneration
Committee.”

(I) Amendments to the Company’s “Regulations for Performance Evaluation of
the Board of Directors.”

(J) The Company’s issuance of common stock for cash and the 5th issuance of
domestic unsecured convertible bonds in 2020.

E. Important resolutions approved in the Board meeting on August 6, 2020:

(A) The Company’s consolidated financial statements for the second quarter of
2020.

(B) Full authorization of Chairman Wen-Chih, Lin to decide on the distribution
of 2019 earnings of Capital Concord Enterprises Limited

(C) Distribution of 2019 director remuneration.

(D) Distribution of executive performance bonuses.

(E) Appointment of Chief Internal Auditor.

(F) The 2020 employee stock option for the issuance of common stock for cash
for executives.

(G) Redemption and termination of trade on TPEX in relation to the 4th issuance
of domestic unsecured convertible bonds (code: 98024).

(H) Adjustment of the dedicated person in charge of inside material
information.

F. Important resolutions approved in the Board meeting on November 6, 2020:

(A) The Company’s consolidated financial statements for the third quarter of
2020.

(B) The Company’s increase in investment in Capital Concord Enterprises
Limited.

(C) Adjustment of the dedicated person in charge of inside material information.

(D) New regulations for different forms of financing in accordance with the
amendments to the “Frequently Asked Questions about the Regulations
Governing Loaning of Funds and Making of Endorsements/Guarantees by
Public Companies” published by the FSC on May 27, 2020.

G. Important resolutions approved in the Board meeting on December 28, 2020:

(A) The Company’s audit plan for 2021.

(B) The Company’s budget for 2021.

(C) Distribution of 2019 employee remuneration for executives.

(D) Distribution of 2020 performance bonuses and year-end bonuses for
executives.

(E) The Company’s business report and distribution of earnings for the first half
of the year.

(F) Formulation of the Company’s “Risk Management Policies and Procedures.”
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(G) Replacement of CPAs for 2021 in line with the internal adjustment of the
accounting firm.

(H) Amendment to the Company’s “Guidelines for the Codes of Ethical
Conduct.”

(I) Amendment to the Company’s “Rules of Procedure for Board of Directors

Meetings” and “Operating Management of Board of Directors Meetings.”

(J) Amendment to the “Procedures for the Acquisition or Disposal of Assets.”

(K) Amendment to the “Rules and Procedures of Shareholders Meeting.”

(L) Amendment to the “Procedures for Election of Directors.”

(M) Amendments to the Company’s “Regulations for Performance Evaluation
of the Board of Directors.”

(N) Amendment to the Company’s “Audit Committee Charter.”

(O) Amendment to the Company’s “Salary and Remuneration Committee
Charter” and “Operating Management of Salary and Remuneration
Committee.”

(P) Amendment to the Company’s “Corporate Governance Best-Practice
Principles.”

(Q) Formulation of the Company’s “Rules Governing the Scope of Powers of
Independent Directors.”

H. Important resolutions approved in the Board meeting on February 26, 2021

(A) The Company’s business plan for 2021.

(B) The Company’ statement of internal control system in 2020

(C) Distribution of 2020 employee remuneration and director remuneration.

(D) The Company’s consolidated financial statements for 2020.

(E) New regulations for different forms of financing in accordance with the
amendments to the “Frequently Asked Questions about the Regulations
Governing Loaning of Funds and Making of Endorsements/Guarantees by
Public Companies” published by the FSC on May 27, 2020.

(F) The Company’s 2020 business report.

(G) The Company’s distribution of earnings for 2020.

(H) Amendment to the “Rules and Procedures of Shareholders Meeting.”

(1) Amendment of documentation for internal control — “Computer Cycle.”

(J) Assessment of the Company’s CPA independence for 2021.

(K) The period, location, and matters in relation to shareholder proposals.

(L) The date and agenda of the Company’s 2021 shareholders’ meeting.

(11) Record or written statement of directors or supervisors holding different opinions on
important resolutions approved by the Board of Directors in the most recent year and
as of the printing date of the Annual Report: None.

(12) Resignation or dismissal of the Company's chairman, president, heads of accounting,
finance, internal audit head, corporate governance head, and R&D in the most recent
year and as of the printing date of the Annual Report:

April 16, 2021
Title Name Date Date Reason for
Appointed Separated Resignation or
Dismissal
Group Audit Yu-Fan, | 2011/05/16 | 2020/06/30 | Personal career plan
Officer Chou
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5.

Information on Certified Public Accountants' Fees

(1) Information on brackets for certified public accountants' fees
Accounting Firm CPA Audit Period Remark

PWC Taiwan Shu-Hua, | Yu-Chua, | »4,1 1_5020.12.31 | None
Hung Wang
Unit: NT$1,000
Category of Fee ' Non-audit
|nterva| Of Fee AUdlt Fee Fee TOtal

1 | Less than NT$2,000 - - -
NT$2,000~NT$4,000 (exclusive) - -
NT$4,000~NT$6,000 (exclusive) 4,800 - 4,800
NT$6,000~NT$8,000 (exclusive) - - -
NT$8,000~NT$10,000
(exclusive)
6 | More than NT$10,000 - - -
(2) CPAs' fees shall be disclosed if one of the following takes place:

A. The non-audit fee paid to the CPAs, the accounting firm of the CPAs and its affiliated
company’s accounts for one fourth of the audit fee or more: None.

[S2)E-N [SV] | V]

B. When the Company has changed the accounting firm, and in that particular fiscal year,
the audit fee paid was less than that in the preceding fiscal year, the Company shall
disclose the decreased amount and reason: None.

C. When the audit fee decreases by 10% or greater than that in the previous fiscal year, the
Company shall disclose the decreased amount, ratio, and reason: None.
Information on Replacement of Certified Public Accountants: None.

Chairman, President, or Managerial Officer in Charge of Finance or
Accounting Having, in the Most Recent Year, Held a Position at the
Accounting Firm of CPAs or at an Affiliated Company: None.

Equity Transfer or Changes in Equity Pledge of Directors, Supervisors,
Managerial Officers, or Shareholders Holding Greater than 10% of the
Company's Shares in the Most recent Year and as of the Printing Date of the
Annual Report
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(1)Changes in shareholding of directors, supervisors, managerial officers and major

shareholders:

March 30, 2021; Unit: Share

As of Book Closure

2020
Date
Increase/D|Increase/D|Increase/D
. Increase/Decr . . )
Title Name sase in ecrease in | ecrease in | ecrease in
Number of[Number of|[Number of
Number of
Shares Held Shares Shares Shares
Pledged Held Pledged
. Wen-Chih, Lin
Chairman (Note 1) 2,020,531 |2,342,000| 640,000 -
Director and Group | Fang-Chu, Liao
Director and )
Executive Vice Ch'hl_'.Cheng’ 61,361 - - -
: iao
President
Independent Director Kun-Hsien, - - - -
Chang
Independent Director | Ai-Chi, Hsu - - - -
. Jing-Huang, _ ) ) i
Independent Director Huang
Independent Director | Chun-An,Li - - - -
Independent Director | Jun-Ming, Wu - - - -
Group CFO Chen-Hisiang, | 40,300 i i i
Group Audit Chia-Jung, Shen ) ) i
Associate Manager (Note 2) 10,042
Group Audit Assistant| Yu-Fan Chou ) ) ) i
Vice President (Note 3)
. . Ming- Hsien,
Sales Vice President Chen 52,702 - - -
Production Vice Xu-Ming, 3,927 i i i
President in China |Huang (Note 4) (3,000)
Executive Vice i
President in Cambodia| Ve KuangLin| - 112,073 ] ] ]

Note 1: Directly or indirectly held by individuals and foreign financial holding company.

Note 2: Group Audit Associate Manager Chia-Jung, Shen was appointed as Chief Internal Auditor upon the Board

of Directors’ resolution on August 6, 2020.
Note 3: Group Audit Assistant Vice President Yu-Fan Chou left office on June 30, 2020.
Note 4: Shares directly held by Jimmy Huang through the custodial account used by CTBC Bank.

(2) Information on equity transfer: The Company's directors, managerial officers, and

shareholders with a shareholding ratio of 10% or more did not engage in equity transfer.

(3) Information on equity pledge: The Company did not engage in equity pledge with a related

party.
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9. Relationship between Top Ten Shareholders who Is a Related Party, Spouse
or Second Degree of Kinship

March 30, 2021; Unit: Share, %

Shares Currently

Title or Name and
Relationship of Top Ten

Shares Held Held by Spouse and Total Shares Held in | Shareholders who Are Related Re
Name Personally Kﬂiﬁor the Name of Others | Parties, Spouses, or Relatives mar
within the Second Degree of K
Kinship
Number of |Percent| Number of [Perce| Number of |Percent . .
Name Relationship
Shares age Shares ntage Shares age
Custodial
account
(MEINDL S
Custodial Account INTLCO.,, [?POUs® -
(LASPORTIVA INT'L LTD.) used by
CO, LTD.) Usedby | o 016 151 | 12.81 | 23,218,801 [12.47 - - |CTBC Bank
CTBC Bank (Note 1) -
Representative: (Note 2) Wen-Chih, |Sameas -
Wen-Chih. Lin Lin representative
Within second
Xue-Qing, Lin| degree of -
kinship
Custodial
account
(LASPORTIV Spouse
Custodial Account AINT'L CO., p -
(MEINDLINT'L CO., LTD.) used by
LTD.) Used by CTBC | 51 150465 | 12.50 | 28,187,192 |15.14 - . |CTBCBank
Bank (Notel) Note 3 Wen-Chih
Representative: (Note 3) Lin ' Spouse -
Fang-Chu, Liao
Within second
Xue-Qing, Lin|degree of -
Kinship
Fubon Life Insurance
Co.. Ltd, 15,473,964 | 8.31 - - - - - - -
Custodial
account
(MEINDL
Spouse -
INT'L CO.,
LTD.) used by
CTBC
Custodial
\Wen-Chih, Lin 4,341,041 | 2.33 23,218,801 [12.47| 23,846,151 | 12.81 |account
(Note 2) (LASPORTIV |Same as
AINT'L CO., |representative
LTD.) used by
CTBC Bank
Within second
Xue-Qing, Lin|degree of -
kinship
Wei-Chieh, Huang 4,290,894 | 2.30 - - - - - - -
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Shares Currently

Title or Name and
Relationship of Top Ten

Shares Held Held by Sbouse and Total Shares Held in |Shareholders who Are Related Re
Name Personally Kﬂiﬁor the Name of Others | Parties, Spouses, or Relatives mar
within the Second Degree of K
Kinship
Number of |Percent| Number of |Perce| Number of |Percent . .
Name Relationship
Shares age Shares ntage Shares age
Custodial Account
(Morgan Stanley &
Co. International 4,088,442 | 2.20 - - - - - - -
Limited) Used by
HSBC
Custodial Account
Held through
Man-Sang ,Yu Used 3,874,469 | 2.08 - - - - - - -
by CTBC Bank (Note
4)
Custodial
account -
(LASPORTIV XZ;:‘;Z (S)icond
AINT'L CO., kinship )
LTD.) used by
CTBC Bank
Custodial
Xue-Qing, Lin 3,576,787 | 1.92 - - - - .
Qing ?I(\:/(I:E:JICItDL Within second
. degree of -
INT'L CO., Kinship
LTD.) used by
CTBC Bank
Wen-Chih, \éVlthm second
Lin cgree of | -
kinship
Public Service
Pension Fund 3,200,279 | 1.72 - - - - - - -
Management Board
Custodial Account
(YongYang i i i i
International) Used by 3,003,772 | 1.61 ) . )
CTBC Bank

Note 1: Shares are held indirectly through Wen-Chih, Lin and Fang-Chu, Liao.
Note 2: Personal shares held by the spouse Fang-Chu, Liao and those held indirectly through the custodial account
(MEINDL INT'L CO., LTD.) used by CTBC Bank.

Note 3: Shares are indirectly held through spouse Wen-Chih, Lin and the custodial account (LASPORTIVA INT'L

CO., LTD.) used by CTBC Bank.
Note 4: Shares are directly held through Man-Sang, Yu.
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10. Number of Shares Held by the Company, Its Directors, Supervisors,
Managerial Officers and Directly or Indirectly Controlled Undertakings in
the Same Invested Companies, and the Consolidated Shareholding Ratio

December 31, 2020; Unit: Thousand shares, %

Investments of

Ltd. (Note 2)

Directors,
Supervisors,
Investments of the Managers and |
_ Company Directly or Total Investments
Reinvested Company (Note 1) Indirectly
Controlled
Businesses
Number of | Percenta |Number of | Percent| Number of |Percenta
Shares ge Shares age Shares ge
Capital Concord Enterprises 1,733,000 | 100% ] - | 1,733,000 | 100%
Limited
Fujian Sunshine Footwear Co., 0
Ltd. (Note 2) - - - - - 100%
Hubei Sunsmile Footwear Co., 0
Ltd. (Note 2) - - - - 100%
Sunny Footwear Co., Ltd. i 0
(Note 2) i ) ) i 100%
Fulgent Sun Footwear Co., Ltd. i 0
(Note 2) i ) ) i 100%
Fujian Laya Outdoor Products i 0
Co., Ltd. (Note 2) i ) ) i 100%
Laya Outdoor Products Co., Ltd. - - 10,618 | 100% 10,618 100%
Laya Max Trading Co., Ltd. 0
(Note 2) i ) ) i 100%
Fujian La Sportiva Co., Ltd. ) 0
(Note 2) i ) ) i 60%
Lin Wen Chih Sunbow 0
Enterprises Co., Ltd.(Note 2) ) i i ) ] 100%
Lin Wen Chih Sunstone Garment o
Enterprises Co., Ltd. (Note 2) ) i i ) ] 9L.27%
Lin Wen Chih Sunlit Enterprises
Co., Ltd. - - - - - 100%
(Note 2)
NGOC HUNG Footwear Co., ) i i i ) 100%

Note 1: Investments are accounted for using the equity method.

Note 2: No shares are issued.
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IV. Fundraising Status

1.

Capital and Shares
(1) Source of share capital

A. Formation of share capital

Unit: Thousand shares; NT$1,000

Date

Issue
Price
(NT$)

Approved Share
Capital

Paid-in Capital

Remark

Number
of
Shares

Amount

Number
of
Shares

Amount

Source of Share
Capital

Capital Increased
by Assets Other
than Cash

Other

2009.11

10

150

1,500

150 1,500

150 shares of
incorporation

2009.12

10

58,651

586,509

58,651| 586,509

Issuance of 58,501
shares for
acquisition of
Capital Concord
Enterprises Limited

The consideration
of the shares is the
net value of Capital
Concord
Enterprises
Limited Hong
Kong

2011.08

69.04

100,000

1,000,000

78,651| 786,509

Issuance of 20,000
shares for
acquisition of BVI

The consideration
of the shares is the
net value of BVI.

2011.08

62

120,000

1,200,000

86,516 865,159

Issuance of 7,865
shares for capital
increase by cash

2011.08

10

120,000

1,200,000

95,168 951,675

Issuance of 8,652
shares for capital
increase by retained
earning

2012.07

10

120,000

1,200,000

104,684|1,046,843

Issuance of 9,516
shares for capital
increase by retained
earning

2012.10

10

200,000

2,000,000

104,684|1,046,843

Increase in
authorized capital

2012.10

25

200,000

2,000,000

118,642|1,186,423

Issuance of 13,958
shares for capital
increase by cash

Note

2014.08

200,000

2,000,000

119,842)1,198,423

Issuance of 1,200
restricted employee
shares

Note

2014.09

10

200,000

2,000,000

127,088(1,270,880

Cancellation of 24
restricted employee
shares; conversion
of domestic
corporate bonds
into 7,270 ordinary
shares

Note

2014.12

10

200,000

2,000,000

129,343|1,293,433

Cancellation of 20
restricted employee
shares; conversion
of domestic
corporate bonds
into 2,275 ordinary
shares

Note
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Date

Issue
Price
(NT$)

Approved Share
Capital

Paid-in Capital

Remark

Number
of
Shares

Amount

Number
of
Shares

Amount

Source of Share
Capital

Capital Increased
by Assets Other
than Cash

Other

2015.03

10

200,000

2,000,000

130,875

1,308,747

Cancellation of 88
restricted employee
shares; conversion
of domestic
corporate bonds
into 1,620 ordinary
shares

Note

2015.06

10

200,000

2,000,000

132,542

1,325,420

Conversion of
domestic corporate
bonds into 1,667
ordinary shares

Note

2015.09

10

200,000

2,000,000

132,957

1,329,574

Cancellation of 31
restricted employee
shares; conversion
of domestic
corporate bonds
into 446 ordinary
shares

Note

2015.12

10

200,000

2,000,000

132,698

1,326,983

Cancellation of 511
treasury stocks;
cancellation of 6
restricted employee
shares; conversion
of domestic
corporate bonds
into 258 ordinary
shares

Note

2016.03

10

200,000

2,000,000

132,891

1,328,911

Cancellation of 9
restricted employee
shares; conversion
of domestic
corporate bonds
into 202 ordinary
shares

Note

2016.06

10

200,000

2,000,000

133,365

1,333,654

Cancellation of 2
restricted employee
shares; conversion
of domestic
corporate bonds
into 476 ordinary
shares

Note
10

2016.08

43

200,000

2,000,000

137,365

1,373,654

Issuance of 4,000
shares for capital
increase by cash

Note
11

2016.09

10

200,000

2,000,000

137,471

1,374,718

Conversion of
domestic corporate
bonds into 106
ordinary shares

Note
12

2016.12

10

200,000

2,000,000

138,095

1,380,954

Cancellation of 6
restricted employee
shares; conversion
of domestic
corporate bonds
into 630 ordinary

Note
13
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Approved Share

. Paid-in Capital Remark
Issue Capital
Date | Price [Number Number Capital Increased
(NT$)| of Amount of Amount Sourée 0.1,; Slhare by Assets Other Other
Shares Shares apita than Cash S
shares
Conversion of
domestic corporate
bonds into 364 Note
2017.03( 10 |200,000| 2,000,000(138,455|1,384,555 |ordinary shares; -
cancellation of 4 14
restricted employee
shares
Conversion of
domestic corporate Note
2017.06( 10 {200,000 2,000,000(143,492|1,434,929 bonds into 5,038 - 5
ordinary shares
Conversion of
2017.09| 10 |200,000| 2,000,000 146,108 | 1,461,081 |dOMestic corporate ] Note
' ' ' ! ! ! ' bonds into 2,615 16
ordinary shares
Conversion of
2017.12| 10 [200,000| 2,000,000 146,197 | 1,461,973|d0Mestic corporate ] Note
' ' ' ! ! ! ' bonds into 89 17
ordinary shares
Conversion of
2018.03| 10 [200,000 2,000,000 |146,255| 1,462,550 |dCMmestic corporate ] Note
' ' e ' e bonds into 58 18
ordinary shares
Conversion of
2018.06| 10 |200,000| 2,000,000 146,274 | 1,462,735 |d0mestic corporate ) Note
' ' e ! T bonds into 19 19
ordinary shares
Issuance of 6,000 Note
2019.01| 10 |200,000| 2,000,000|152,274|1,522,735 |shares for capital -
increase by cash 20
Conversion of
2019.03| 10 [200,000| 2,000,000|158,992 1,589,915 |domestic corporate Note
' ' ' ! ! ! ' bonds into 6,718 ) 21
ordinary shares
Conversion of
2019.06| 10 [200,000| 2,000,000 162,225 | 1,622,246 |00Mestic corporate Note
' ' ' ! ! ! ' bonds into 3,233 ) 22
ordinary shares
Conversion of
2019.09| 10 [200,000 2,000,000|171,339| 1,713,395 |d0Mmestic corporate Note
' ' e ' e bonds into 9,115 ) 23
ordinary shares
Conversion of
2019.12| 10 |200,000| 2,000,000|174,757 | 1,747,566|00Mestic corporate Note
' ' e ' B bonds into 3,417 ) 24
ordinary shares
Conversion of
domestic corporate Note
2020.03| 10 |200,000] 2,000,000{175,111|1,751,113 bonds into 354 - o5
ordinary shares
Conversion of Note
2020.06| 10 |300,000| 3,000,000|175,162|1,751,620 domestic corporate - 26
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Approved Share

. Paid-in Capital Remark
Issue Capital
Date | Price [Number Number Capital Increased
(NT$)| of Amount of Amount SOUI’(C::(; oii;aSIhare by Assets Other Ot?er
Shares Shares P than Cash

bonds into 51
ordinary shares

Conversion of

domestic corporate Note
2020.09| 10 (300,000( 3,000,000(176,185|1,761,846 bonds into 1,023 -

ordinary shares 27
Issuance of 10,000 Note
2020.10| 10 [300,000| 3,000,000|186,185| 1,861,846 |shares for capital -
increase by cash 28
Conversion of
2020.12| 10 [300,000] 3,000,000|186,195| 1,861,950 |dCMestic corporate ] Note
' ! e ' B bonds into 10 29

ordinary shares

Note 1: Approved by Jin-Guan-Zheng-Fa-Zi No. 1010039431 dated September 13, 2012.

Note 2: Approved by Jin-Guan-Zheng-Fa-Zi No. 1020025982 dated July 4, 2013.

Note 3: Cancellation of restricted employee shares: Approved by Tai-Zheng-Shang-Er-Zi No. 1030021486
dated October 16, 2014.
Conversion of domestic corporate bonds into ordinary shares: Approved by
Tai-Zheng-Shang-Er-Zi No. 1030020911 dated October 8, 2014.

Note 4: Cancellation of restricted employee shares: Approved by Tai-Zheng-Shang-Er-Zi No. 1040000619
dated January 14, 2015.
Conversion of domestic corporate bonds into ordinary shares: Approved by
Tai-Zheng-Shang-Er-Zi No. 1040000350 dated January 9, 2015.

Note 5: Cancellation of restricted employee shares: Approved by Tai-Zheng-Shang-Er-Zi No. 1040006969
dated April 17, 2015.
Conversion of domestic corporate bonds into ordinary shares: Approved by
Tai-Zheng-Shang-Er-Zi No. 1040006071 dated April 8, 2015.

Note 6: Conversion of domestic corporate bonds into ordinary shares: Approved by
Tai-Zheng-Shang-Er-Zi No. 10400134821 dated July 9, 2015.

Note 7: Cancellation of restricted employee shares: Approved by Tai-Zheng-Shang-Er-Zi No.
10400209671 dated October 14, 2015.
Conversion of domestic corporate bonds into ordinary shares: Approved by
Tai-Zheng-Shang-Er-Zi No0.10400206061 dated October 7, 2015.

Note 8: Cancellation of treasury stocks: Approved by Tai-Zheng-Shang-Er-Zi No. 10400235951 dated
November 18, 2015.
Cancellation of restricted employee shares: Approved by Taiwan Stock Exchange Corporation on
January 8, 2016.
Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 6, 2016.

Note 9: Cancellation of restricted employee shares: Approved by Taiwan Stock Exchange Corporation on
April 12, 2016.
Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 7, 2016.

Note 10: Cancellation of restricted employee shares: Approved by Taiwan Stock Exchange Corporation on
July 7, 2016.
Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 1, 2016.

Note 11: Approved by Jin-Guan-Zheng-Fa-Zi No. 1050009991 dated April 12, 2016.

Note 12: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on October 4, 2016.

Note 13: Cancellation of restricted employee shares: Approved by Taiwan Stock Exchange Corporation on
January 13, 2017.
Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 6, 2017.
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Note 14:

Note 15:

Note 16:

Note 17:

Note 18:

Note 19:

Note 20:
Note 21:

Note 22:

Note 23:

Note 24:

Note 25:

Note 26:

Note 27:

Note 28:
Note 29:

First conversion of the third domestic corporate bonds into ordinary shares: Approved by Taiwan

Stock Exchange Corporation on December 30, 2016.
Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 6, 2017.

Cancellation of restricted employee shares: Approved by Taiwan Stock Exchange Corporation on

April 14, 2017.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 7, 2017.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on October 6, 2017.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 5, 2018.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 12, 2018.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 5, 2018.

Approved by Jin-Guan-Zheng-Fa-Zi No. 1070332916 dated September 7, 2018.
Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 8, 2019.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 2, 2019.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on October 8, 2019.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 7, 2020.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 8, 2020.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 8, 2020.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on October 8, 2020.

Approved by Jin-Guan-Zheng-Fa-Zi No. 1090345473 dated June 9, 2020.

Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 7, 2021.

B. Type of shares

As of March 30, 2021; Unit: Thousand shares

Tvpe of Approved Share Capital
yp Outstanding Unissued
Shares Treasury Shares Total
Shares Shares
Ordinary 185,535 660 113,805 300,000
Shares

(2) Shareholder structure

As of March 30, 2021

Shareholder
Structure Governm Foreign Mainland
Financial Other Institutions - Treasury| China
ent o . Individuals Total
.__|Institutions | Corporations |and Natural Shares | Investme
Agencies
Persons nts
Quantity
Number of - 18 74 101 5,584 1 2 5,780
Persons
Nusr;:;’gsc’f - |20,526,640| 20,751,766 |72,835,175| 71,292,542 | 660,000 | 128,915 | 186,195,038
Shareholding | 11.02 11.15 39.12 38.29 035 | 0.07
Ratio (%)
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(3) Dispersion of equity ownership

As of March 30, 2021; Unit: Share, %, NT$10/share

Class of Sharefolding | gooe of | Number of shares) Sharenolding
1-999 1,379 182,171 0.10
1,000~5,000 3,337 6,093,494 3.27
5,001~10,000 200 3,001,668 161
10,001~15,000 165 2,008,452 1.08
15,001~20,000 82 1,453,542 0.78
20,001~30,000 o1 2,270,603 122
30,001~40,000 58 2,010,800 1.08
40,001~50,000 35 1,569,622 0.84
50,001~100,000 79 5,262,017 283
100,001~200,000 51 7.442,361 2.00
200,001~400,000 33 9,848,677 5.29
400,001~600,000 13 6,358,411 341
600,001~800,000 g 5,420,411 2901
800,001~1,000,000 7 6,165,209 331
More than 1,000,001 33| 127,107,600 68.27
Total 5780] 186,195,038 100.00

ratio of 5% or more, number of shares held, and shareholding ratio
March 30, 2021; Unit: Share, %

(4) List of major shareholders: name of top ten shareholders or those with shareholding

Name of Major Shareholder

Number of Shares

Shareholding

Held Ratio
Custodial Account (LASPORTIVAINT'L CO.,
LTD.) Used by CTBC Bank (Note 1) 23,846,151 1281
Custodial Account (MEINDL INT'LCO., LTD.)
Used by CTBC Bank (Note 1) 21,420,465 11.50
Fubon Life Insurance Co., Ltd. 15,473,964 8.31
Wen Chih, Lin 4,341,041 2.33
Wei-Chieh, Huang 4,290,894 2.30
Custodial Account (Morgan Stanley & Co.
International Limited) Used by HSBC 4,088,442 2.20
Custodial Account Held through Man-Sang Yu
Used by CTBC Bank (Note 2) 3,874,469 2.08
Xue-Qing, Lin 3,576,787 1.92
Public Service Pension Fund Management 3,200,279 179
Board
Custodial Account (Yong Yang International)
Used by CTBC Bank 3,008,772 161
Total 87,116,264 46.78

Note 1: Shares are held indirectly through Wen-Chih, Lin and Fang-Chu, Liao.

Note 2: Shares are directly held through Man-Sang Yu.
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(5) Market price per share, net value per share, earnings per share, dividends per share,

and related information over the past two years
Year As of March 31,
ltem 2019 2020 2021
Market Highest 139.50 154.50 122.50
Price per |Lowest 46.15 63.50 101.00
Share 1\ verage 84.30 11051 112.56
Net Value |Before Distribution 47.09 45.67 -
per Share | After Distribution 41.58 43.97 (Note) -
Weighted Average i
Shares (in Thousands) 163,819 177,369
Earnings Before
per Share [Earnings | Adjustment 781 5.06 )
per Share After i
Adjustment 781 5.06
Cash Dividends 5.52 3.80 (Note) -
Stock - - - -
Dividends Dividends ; . - -
er Share
P Accumulated
Undistributed - 1.70 -
Dividends
Ret Price/Earnings Ratio 10.79 21.84 -
In\fe‘;{;g:}‘t Price/Dividend Ratio 15.27 29.08 (Note) -
Cash Dividend Yield 6.55% 3.44% (Note) -

Note: Dividends for the second half of 2020 as resolved by the Board of Directors on
February 26, 2021 are included.

(6) Dividend policy and its implementation

A. Dividend policy stipulated in the Articles of Incorporation

According to Article 34.1 of the Company's Articles of Incorporation, the
Company shall distribute dividends as follows: According to the Company Act of
Cayman Islands and the Articles of Incorporation, the Company may distribute
dividends of shares issued or other dividends based on the distribution of earnings
resolved by the Board of Directors and in the shareholders' meeting unless rights
attached to shares are otherwise stipulated; the Company may pay such dividends or
other dividends using legally available funds. As the industry is deeply affected by
the consumer market and economy, it is impossible to distinguish the Company's
growth stage; thus, at the end of the accounting period, the Board of Directors
shall draw up a proposal for the distribution of earnings as follows: (i) The
Company shall first set aside net income for offsets, and shall set aside 10% of the
remainder for legal capital reserve until the accumulated legal capital reserve is
equivalent to the Company's total capital; (ii) the Company shall appropriate special
capital reserve according to the regulations of publicly listed companies or the
regulator's requirements; (iii) the Company may appropriate up to 3% of the
remainder for directors' remuneration and up to 3% of the remainder for bonuses
of employees of the Company and its affiliated companies; (iv) the Company may
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distribute the remainder to shareholders in the form of cash or stock dividends, in a
combination of cash and stock dividends, or in the form of bonuses (the
representative shareholder will pay the unissued shares for distribution using the
remainder; such shares will be recognized paid and distributed to shareholders
according to the shareholding ratio) according to the Company Act of Cayman
Islands and the regulations of publicly listed companies after considering financial,
business, and operational factors. The dividends distributed to shareholders shall
not be less than 20% of the remainder after deducting the preceding two items; in
particular, cash dividends shall not be less than 20% of all dividends in the year.
Cash dividends are distributed to a round number. A sum of cash dividends less
than NT$1 shall be recognized as other revenue. When the Company distributes
earnings in the form of stock in accordance with this article, it shall be subject to a
supermajority resolution in the shareholders’ meeting; for the distribution of cash
dividends, it shall be resolved by the Board of Directors.

According to Article 34.1.1 of the Articles of Incorporation, the Company
may distribute earnings after the end of each semi-fiscal year. The earnings
distribution proposal for the first half of the year, together with the business report
and financial statements, shall be submitted to the Audit Committee for review and
then to the Board of Directors for a resolution. When the Company distributes
earnings in accordance with the provisions of the preceding paragraph, it shall first
withdraw taxes to make up for previous years’ losses first, and shall then set aside
legal reserve unless legal reserve has reached the Company’s paid-in capital. When
the Company distributes earnings in the form of stock in accordance with this article,
it shall be subject to a supermajority resolution in the shareholders’ meeting; for the
distribution of cash dividends, it shall be resolved by the Board of Directors. Such
earnings to be distributed by the Company shall be based on the financial statements
audited or reviewed by the CPAs.

B. Proposed distribution of dividend at the shareholders’ meeting:

Unit: NT$
Date of Cash Total
Period Date of Approval Distribution Dividends/ | Earnings
Share Distributed
1“53'5 °" | December 28,2020 | Aprils, 2021 2.10 | 389,623,580
Z”dz'ggg f | February 26, 2021 (Note) 170 | 315,409,565

Note: The date of distribution shall be determined by the Chairman authorized by the
Board of Directors and will be announced separately.

(7) Effect of stock dividend distribution proposed at the shareholders’ meeting on the
Company's business performance and earnings per share: Not applicable.

(8) Remuneration to employees and directors and supervisors: (The Company has no
supervisor)

A.Percentage or scope of remuneration to employees, directors and supervisors
specified in the Company's Articles of Incorporation: Please refer to (6) A.
Dividend policy stipulated in the Articles of Incorporation.

B.The basis for estimating the amount of employees, directors, and supervisors’
remuneration, for calculating the number of shares to be distributed as employees'
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remuneration, and the accounting treatment of the discrepancy, if any, between
the actual distributed amount and the estimated figure, for the current period:

(A) In case of major changes in the amount of distribution resolved by the Board
of Directors at the end of a year, the annual expense estimated shall be
adjusted according to such changes. In case of changes in the amount at the
date of resolution at the shareholders' meeting, the amount shall be adjusted in
the year of resolution according to the changes in accounting estimates.

(B) If the shareholders' meeting resolves to distribute employees' bonuses in the
form of stock, the number of share bonuses is determined based on the amount
of bonuses divided by the stock market value; the stock market value is
determined based on the closing price a day prior to the shareholders' meeting
(after considering the impact of ex-dividend and ex-rights).

C. Status of remuneration distribution as approved by the Board of Directors:

(A) Remuneration distributed to employees, directors, and supervisors in the form
of cash or stock:
On February 26, 2021, the Board of Directors proposed distributing
NT$10,000,000 to employees and directors for 2020, respectively, which
were the same as the estimates in the financial statements for 2020.

(B) Ratio of employees' remuneration in the form of stock to the sum of net profit
in the consolidated financial statements and total employees' remuneration:
Not applicable.

D. Actual distribution of remuneration for employees, directors, and supervisors

(including the number, sum, and price of shares distributed), and where there
were discrepancies with the recognized remuneration for employees, directors,
and supervisors, the sum, cause, and treatment of the discrepancy shall be
described:
On March 9, 2020, the shareholder's meeting resolved to distribute
NT$10,000,000 to employees and directors for 2019, respectively. Employees'
remuneration and directors' remuneration distributed based on the resolution at
the shareholders' meeting were the same as the amounts recognized in the financial
statements for 2019.

(9) Repurchase of the Company’s shares:
Shares repurchased by the Company in 2020 are as follows:

April 22, 2020
Item 3rd Repurchase of Treasury Shares
Purpose of Repurchase Transfer to employees
Period of Shares Repurchased March 30, 2020 ~ April 22, 2020
Range of Price NT$55~NT$150

Average Price per Buyback Share NT$87.25

Type and Quality of Shares
Already Bought Back

Common stock, 660,000 shares

Total Amount of Shares Purchased NT$57,583,000
Quantity Purchased to Scheduled 6654
Buyback Quantity (%) °

Number of Shares
\Voided/Transferred
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Item 3rd Repurchase of Treasury Shares

Accumulated Number of

Company Shares Held 660,000 Shares

Ratio of Total Accumulated
Company Shares Held to Total 0.38%
Shares Issued (%)

2. Issuance of Corporate Bonds
(1) Outstanding or pending corporate bonds

5th Unsecured Convertible Corporate Bonds within the
Republic of China
Date of Issuance

(Placement) August 17, 2020

Par Value NT$100,000
Place of Issuance and
Transaction

Type of Corporate Bond

Taipei Exchange

Issuing Price NT$106,550
Sum NT$500,000,000
Interest Coupon rate: 0%
Term 3 years, mature on August 17, 2023
Guarantor Not applicable
Trustee Trust Department, Taipei Fubon Commercial Bank Co.,
Ltd.
Underwriter IBF Securities
Certified Attorney Attorney Yo-Liang Chen, Jheding International Law
Offices
Certified Public PwC Taiwan
Accountant CPAs Shu-Hua Hung and Yu-Chuan Wang

The corporate bonds shall be redeemed by cash at the
face value upon maturity except they are converted into
ordinary shares of the Company according to Article 14
Repayment Method |of these Regulations, put according to Article 23 of
these Regulations, recalled in advance according to
Article 22 of these Regulations, or repurchased for
cancellation by the securities dealer.

Unredeemed Capital NT$500,000,000 (as of April 16, 2021)
According to Article 22 of the Regulations Governing
Issuance and Conversion of Corporate Bonds, from the
day following 3 months after issuance to the 40th day
prior to maturity, if (1) the closing price of the
Company's ordinary shares exceeds the conversion

Provisions for price of the Company's convertible corporate bonds by
Redemption or Advance [30%, the Company may redeem the bonds within 30
Payoff business days after the above period, or (2) if the

balance of convertible corporate bonds outstanding is
less than 10% of the original total face value, the
Company may redeem the bonds by cash at any time
after the above period.
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5th Unsecured Convertible Corporate Bonds within the
Republic of China
Limiting Provisions None
Name of Credit Rating
Agency, Rating Date and Not applicable
Corporate Bond Ratings
Amount of
Common Shares
Already
Converted
(Swapped or
Warranted) and
Overseas
Depository
Other | Receipts or
Rights | Other Securities
as of the Printing
Date of the
Annual Report
Issuance and |Please refer to the Company's Regulations Governing
Conversion |the Issuance and Conversion of the 5th Unsecured
(Swap or  |Convertible Corporate Bonds within the Republic of
Subscription) |China.
Methods
Effects That the Currently, 186,195,000 shares have been issued at the
Measures for Issuance |conversion price of NT$107.80 per share. A total of
and Conversion, Trade,|5,000 copies were unconverted as of April 16, 2021. If
or Warrants May Have |the balance of the convertible corporate bonds
onthe Potential  |outstanding is converted into ordinary shares in full,
Dilution of Equity and 4,638,000 shares will increase with a dilution ratio of
Current Shareholders’ |2.50%, showing a limited effect on current shareholders’

Type of Corporate Bond

As of April 16, 2021, no convertible corporate bonds
were converted into ordinary shares.

Equity. equity.
Name of the
Commissioned
Custodian of None
Exchangeable
Underlying
(2) Information on convertible bonds
Unit: NT$
Type of Corporate Bond 5th Unsecured Convertibl_e Corpo_rate Bonds within the
Republic of China
Year 2020 As of April 16, 2021
Item
Highest 130.00 130.00
Market Price | Lowest 113.70 129.20
Average 125.72 129.97
2020.08.17~10.04:112.00 2021.01.01~03.10:109.90
Conservation Price 2020.10.05~12.31:109.90 2021.03.11~04.16:107.80
(Note 1) (Note 2)
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Conversion Price at the

Date of Issuance Issued on August 17, 2020, with the conversion price of
(Placement) and During |NT$112.0 at the time of issuance.
Issuance

Method For Exercising

. o Issuance of new shares
Conversion Obligations

Note 1: The conversion price was adjusted due to ex-dividends.
Note 2: The conversion price was adjusted due to capital increase by cash.

Preferred Stocks: None.

Overseas Depository Receipts: None.
Employee Stock Warrants: None.

New Restricted Employee Shares: None.

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

Implementation of Fund Application Plans: The Company has no
uncompleted public issue or private placement of securities or corporate
bonds, or such issues and placements that were completed in the most
recent three fiscal years but have not yet fully yielded the planned
benefits.

100



V. Operational Highlights

1. Business Activities
(1) Scope of business

A. Main content of the business

The Company mainly specializes in the OEM production, sale, and
distribution of shoes.

B. Proportion of business of main product (service) items
Unit: NT$1,000, %

Main 2019 2020
Product Amount % Amount %
Shoes 12,723,406 99.07 11,241,355|  99.08
?thfg 119,119 0.93 104,286 0.92
Total 12,842,525 100.00 11,345,641]  100.00

Note: Others include the agent sale of shoe materials, garment, and sports/leisure outdoor supplies.

C. Current product (service) items

The Company produces products suitable for jogging, hiking, mountain
climbing, and sports activities.

D. New products (services) to be developed

The Company's product development team serves more than 40 world-
renowned brands. Our shoe materials combine customers' design concept and are
functional, such as water-proof, breathable, anti-slip, wear-resistant, and
conductive and heat storage. Our development department develops outsoles and
finds the best structure to offer high value-added shoes that meet various
consumers' needs. Our functional shoes, such as GORE-TEX shoes, anti-slip boots,
conductive work shoes, heat storage shoes, and iron work shoes, have delivered
outstanding results, and the products developed with our customers have been
awarded the best outdoor shoes in Europe.

The Company will keep track of changes in the shoe market, continue to learn
and innovate, and develop a variety of recycled, reusable shoe materials as well as
maintain good relationship with suppliers, so as to offer new products every year in
the future. The Company's product development team has set up the technology
research and development task force, the automated and semi-automated machine
development task force, and the sole research and development task force to
continuously improve the Company's competitiveness in the footwear industry.

(2) Industry status

The footwear industry is labor intensive. The global shoe manufacturing center
has gone through many transfers with the cost of manufacture. The shoe
manufacturing center has shifted from Italy and Spain to Japan, Taiwan, and South
Korea in 1980s. In 1990s, the global OEM center for sports shoes has shifted to
China, Indonesia, and Vietnam. Starting from 1996, China has become the world’s
largest producer and exporter of footwear products. Taiwanese manufacturers have
transformed themselves into a design and development center of shoe types and
materials and a raw material/material procurement center that produces high
value-added shoe types and supports overseas production. As of today, Asian
countries, including China, Vietnam, India, Indonesia, and Thailand, provide more
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than 90% of global footwear products, making them the main production center of
the footwear industry.

On the contrary, taking advantage of international trends and branding
capacity, European and American shoe manufacturers focus on product design and
development and commission Chinese manufacturers to produce shoes as OEMs and
sell the shoes through their marketing network. European and American shoe
manufacturers prioritize brand management and focus on value addition and
marketing, so as to control the market and economic benefits.

A. Current situation and development

(A) Overview of global shoe market

Shoes are one of the necessities in livelihood, which consumption quantity
and amount show upward growing trend as population grows as well as
fluctuates with the global fashion trends and macroeconomic environment.
According to Statista, the total consumption for global shoe market in 2018
reached US$416 billion and it is estimated that the global shoe market will
present 10% growth rate between 2018 and 2023. Particularly among the various
shoe categories, sportswear is becoming the category with most potential
growth. It is estimated that the total consumption will reach US$89 billion by
2023, with a growth rate of 46%. It is mainly because of the popular trend in
sports and health concepts, which drives sports related shoe products to grow in
consumers of all ages.

Additionally according to the global shoe report released by Transparency
Market Research, the primary shoe consumer market is divided into five regions,
including North America, Latin America, Middle East and Africa, Asia Pacific,
and Europe. Asia Pacific becomes the main consumer market, due to the
consumption capacity boosted by urbanization and the influence from fashion
trends in Europe and America. Moreover, advantage of vast population in China
and India contribute to the accessing portal for brand shoe industries. With
regards to marketing channel, apart from the existing physical store channel, the
rise of e-commerce also changes the consumer habits for shopping. It is
estimated that the online sales compound annual growth rate for shoes will
reach 8.3% between 2020 and 2027.

2019 | 2027

HypermarkeUsupermarket Spedialty Stere Brand Outlets Online Sales Channel Others

Source: Allied Market Research (Foot Wear Market by Type: Global
Opportunity Analysis and Industry Forecast, 2020-2027)

(B) Development of the shoe market in China

As mentioned above, China has become the world’s largest shoe
manufacturer. With the increase in the population and average income per person,
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the consumer market in China has expanded rapidly over the past few years.
The changing population structure and increasing disposable income per person
mean the increase in spending power of Chinese consumers, which promotes
the development of the retail industry; this has turned export-oriented economy
into consumer-oriented economy and increased the footwear consumption and
demand for high-end shoes. According to Euromonitor's market survey, Chinese
footwear sales reached RMB435.2 billion in 2019. By 2024, the scale is
expected to reach RMB563.2 billion, as shown in the table below.

Footwear Sales in China, 2015-2019 (RMB million)

2015 2016 2017 2018 2019
Children’s shoes 43978.4 48,2443 53,165.2 58,356.3 63,024.8
Men'’s shoes 131,081.5 136,586.9 144,195.0 156,062.3 165,426.0
Women's shoes 178,954.6 177,165.1 184,503.6 196,877.2 206,721.1
Total 354,014.5 361,996.2 381,863.7 411,2958 435171.9

Source: Euromonitor International

The shoe manufacturers in China are currently concentrated in the
following four areas: (1) Guangzhou and Dongguan, which produce mid-end
and high-end sports shoes and outdoor shoes; (2) Wenzhou and Taizhou, which
produce affordable shoes; (3) Chongging and Chengdu, which produce women's
shoes; (4) Fujian, Quanzhou, and Jinjiang, which produce sports shoes. In recent
years, demand for sports shoes, outdoor shoes, trendy shoes, and affordable
shoes have increased. Many shoe manufacturers have started to improve their
capacity for technological innovation and apply flexible manufacturing
technology and 3D design to personalized products. This will promote the
development of trendy, quality, and affordable shoes in China. As the footwear
industry is cost-sensitive, the production base is located at places with low cost
instead of major consumer markets. Currently, Chinese show manufacturers
have encountered difficulties, such as increases in wages under the Labor
Contract Law, rental, and living standards, resulting in less room for profit. In
view of this, Chinese shoe manufacturers have moved their production lines
to countries with advantageous labor cost, local government's support, and
preferential duty, such as Vietnam, Indonesia, Cambodia, and India.

B. Correlation between upstream, midstream and downstream industries

As an OEM supplier of professional shoes, the Company's upstream industries
supply raw materials (e.g., rubber and leather), chemicals (e.g., adipic acid), and
accessories (e.g., shoelaces). Midstream industries, such as OEMs and ODMs,
make products and deliver them to downstream industries, such as brand
manufacturers, for sale. The correlation between upstream, midstream, and
downstream industries is as follows:
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Leather Leather Processing ——>
. I I
Chemicals Synthetic Leather
Processing
Rubber Shoe Last Shoe Brand
Manufacturing Manufa Manufa

cturers cturers

Shoe Accessories
Sole Processing

Other Raw Materials

Correlation between Upstream, Midstream and Downstream
Source: Industrial Development Bureau, Ministry of Economic Affairs

C. Various product trends

(A) Green industry and production of environmentally friendly technology

For global shoe manufacturers, the most important issue is how to use
materials and make shoes in line with the concept of environmental
protection. Many countries have started to legislate against new environmental
issues. Recycling and reuse of industrial waste and restriction against production
and use of chemicals are also included in legislation. To comply with
regulations pertaining to environmental protection, shoe manufacturers must
take countermeasures to develop new technologies and skills, such as using
new or more expensive materials for chemicals. The Company will
reconfigure the manufacturing process to meet the limit of solvents,
especially sole bonding and synthetic coating. Surface treatment technology
will improve the performance of adhesives, further solving surface bonding
issues.

(B) Application of high performance shoe materials

In addition to environmentally-friendly shoe materials that comply with
regulations pertaining to environmental protection, the shoe market also requires
high-performance materials to meet consumers' requirements for quality,
comfort, and health care. Genetic engineering will make animals more
consistent and predictable. With the development of bioengineering,
authentic artificial leather may be developed. It is expected that synthetic
materials will increasingly replace natural leather. At present, the focus of
leather development is to make greater use of leather materials and to facilitate
closer cooperation between tanneries and shoe manufacturers.

(C) Development of product aiming at intelligent shoe type

As living standards continue to increase, the demand for quality and
functionality of shoes continues to increase. As high-tech products of new
generation, smart shoes provide basic protection, safety, and comfort. The
world’s sports population has increased year by year. People exercise more in the
early morning and at night, leading to the increasing demand for safety shoes.
The global footwear industry is actively seeking breakthroughs in improving
nighttime identification of shoes to increase safety. It is necessary to establish a
technology that develops efficient, safe and smart shoes.
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According to the research of KingNet, a national online hospital, in an
environment below 5°C, it can easily cause skin frostbite if there is no thermal
measure. For cold region activists and diabetics who are not sensitive to
temperature, the development of temperature-controlled smart shoes is very
important. In addition, the introduction of a comfortable structure and
functional materials improves the comfort, safety, and competitiveness of
smart shoes, making sporting goods and consumers' life closely connected.

(D) Process aiming at fully automated progress

With the increasing efficiency and scale of the footwear industry, shoe
manufacturers have introduced advanced technologies and scaled production
lines. Due to the increasingly intense competition worldwide, manufacturers are
urged to integrate all aspects of production operations and various resources, so
as to increase their competitiveness. As the labor-intensive footwear industry
encounters increasing labor cost and decreasing human resources, automation
in the manufacturing process has become of great importance. Robotic arms and
automation control systems are applied to highly repetitive, action-critical
processes to stabilize the quality of shoes, improve productivity and
production management, and reduce cost of manufacture.

D. Competitive situations

The brand shoes produced by the Company are world-renowned brands
with high technology and added value. The Company remains competitive by
working with world-renowned brands to develop and produce shoes. The Company
maintains its competitiveness thanks to the following:

(A) The Company has extended production lines of renowned sports shoes and
functional outdoor shoes.

(B) Different from the “mass production fewer types” and “popularity” of sports
shoes, the “less production more types” and “functionality” of outdoor shoes
remain the Company’s niches in the stable growth of production and sales for
many years. The Company distinguishes itself by mobility, flexibility,
innovation, and speed.

(C) With the vertically integrated business model, the Company responds to
customers' requirements quickly and immediately develops a diversity of
products with a small quantity.

The Company believes that, although the footwear market competition
continues to be intense, the production advantages and business strategy will
enable the Company to stand out in the industry.

(3) Overview of technologies and research and development

A. Research and development (R&D) expenses in the most recent fiscal year and as
of the printing date of the Annual Report
Unit: NT$1,000

Year 2019 2020
Item
R&D Expenses 144,821 166,560
Consolidated Net Revenue 12,842,525 11,345,641
Ratio of R&D Expenses
to Consolidated Net 1.13 1.47
Revenue (%)

B. Successfully developed technologies or products
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The important results of the Company's research and development of this year are as

follows:

Process

Technology

Description

Double-head wire
drawing machine

Featuring visual recognition, automatic feeding, and constant
temperature drying, the dual-head non-synchronous wire drawing
machine increases efficiency by 1.5 times.

PU filling machine

By controlling the parameters such as ISO and POLY material
quantity and temperature, the PU filling machine enables quick
mixing and pouring into the mold to complete the PU outsole. The
shoe and outsole can be fitted at one time without
multi-processing and gluing processes.

Energy-saving

In response to the energy-saving trends, the induction wrinkle

Modern ) remover and hot air loop will not operate when there is no object
wrinkle remover . . .
Process in standby to save power and create a safe operating environment.
Technology There is no need to manually transport the high temperature mold
Automatic seamless |to the cold-pressing shaping site. Cold and hot shaping is
fusing machine completed at one time without manual switch to deliver stable
quality.
. Used for shoe upper seaming, the sew lock machine makes
Sew lock machine - .
sewing denser, faster, and more effective.
The 3D leather shaping machine is suitable for boots of any
3D leather shaping |degree of warpage and size, with a better shaping effect, infrared
machine positioning, handiness, quick heating and cooling, and improved
efficiency.
3D printing The natural rubber strips of vulcanized shoes are 3D printed and
alignment along the |align the design lines of the upper to enhance the texture of the
strip overall shoe.
3D embroidery 3D embrmdery_creates a 3D effect on the overall upper design to
enhance the vision of the shoes.
The upper is water-repellent with an ultra-light and durable
midsole and a strong grip sole to reduce the risk and improve the
Golf shoes
comfort of the golf shoes.
Product Summit is the most professional and high-end series of TNF. It is
Craft TNF Summit optimized for its waterproof, lightweight and warmth-keeping
SA/FA functions. Self-made Light Bound is lightweight, combined with a
Futurelight waterproof structure and 3D hot melt.
. The multi-layer segmented computer sewing machine replaces the
Multi-layer . . : ;
. manual sewing machine. It is easy to operate and delivers stable
computer sewing .
. quality.
machine
Independent The Company participated in the Decathlon limited edition design
research and competition and won awards for three styles and colors of snow
development boots, which have been put into production.
EVA coarse hole  |Good elasticity, EVA translucency, and visible coarse particles.
foam full insertion
The anti-slip formula and the rubber injection process are adopted
Rubber injection to make soles in one piece. It is used for rock climbing shoes to
prevent slip and wear.
Patterned cloth is hot press formed into the transluscent rubber
Translucent .
- material to make the sole reveal the pattern of the cloth.
vulcanized outsole
Sole Craft

PU full injection

Finished shoes are made with one-time perfusion and full
insertion combined with the upper to streamline the production
process for a better combination.

Granite injection IP

The injection material is added with black carbon and stirred,
weighed and poured into the mold for foaming to form a granite
texture.

Anti-puncture EVA
fully insertion

Full insertion is added with carbon slabs to prevent hard objects
from being pierced in a harsh work environment.
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Process Technology Description

Outsole full
insertion self-made
film, one piece

The outsole and full insertion are molded together with self-made
plastic film to reduce the workflow, labor work, and glue.

Traditional cattle feeding is changed to a free-ranging method to
RG kraft first layer |improve the efficiency of land recycling.

Similar to offset printing, 3D touch printing has stronger

Material |3 touch printing adhesion, high abrasion resistance, strong 3D effect, and various

(HAPTIC)

colors.
Convex printing PU | This one-piece (e.g., 3D printing), non-layer printing can be
leather produced according to the given pictures and specifications.

(4) Long-term and short-term business development plans
A. Short-term business development plans

(A) Continuous expanding the Group's capacity and diversify production centers

As outdoor sports activities grow popular worldwide and industry trends
remain growing, the Company will continue to expand its capacity in areas
outside China in 2021. Most of our factories have been GORE-TEX certified
with success, which creates more flexible room for the new orders and marketing
in the coming year, thereby upgrading and improving quality and quantity. In
2020, revenue in China and outside China accounted for 30% and 70%,
respectively; the percentage of the production capacity outside China increased
from 60% in 2018 to 66% in 2019, and then to 70% in 2020. The Company will
continue expanding its production centers in various countries to ensure the
sound and solid business operations.

(B) Strengthening core technologies and accelerating upgrade for better business
management

The Company has been in the footwear industry for 26 years old and over
the years has accumulated shoe-making technologies. Fujian Sunshine Footwear
Co., Ltd., Fulgent Sun Footwear Co., Ltd., Hubei Sunsmile Footwear Co., Ltd.,
Lin Wen Chih Sunbow Enterprises Co., Ltd., and NGOC HUNG Footwear Co.,
Ltd. have been GORE-TEX certified with a capacity for producing waterproof
outdoor shoes. The Company has been a member of SATRA, HIGG, ISO, and
others. Our products have long been recognized by customers and consumers.
The Group’s development team has set up the technology research and
development task force, the automated and semi-automated machine
development task force, the sole research and development task force, and the
big data and artificial intelligence analytics task force, which are responsible
for continuously improving core technologies, accelerating automated
production and shoe development, and improving productivity, in order to bring
in better business management across the Group.

B. Long-term business development plans

(A) Continuing software/hardware equipment upgrade and moving toward smart
production

The Company launches replacement and gradual upgrade for all
hardware/software while consolidating and optimizing production lines. The
Company continuously works with the academia to improve the capacity for
innovation and research and development. School platforms have been built to
recruit and develop talent in each field. With continuous improvements in
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hardware and software, the Company aims to move toward smart production
through human-machine collaboration, further building smart plants that feature
adaption, efficiency, and human factors engineering.

(B) Consolidating the relationship with existing clients and developing potentially
good clients

The Company's products include sports shoes, outdoor shoes, hiking shoes,
casual shoes and functional shoes from world-renowned brands. Our products
are sold across Europe, America, and Asia. Upholding the core values of
integrity, innovation, speed, and quality and the spirit of ethics, intelligence,
diligence, and sustainability, the Company will continue to develop new shoes
with world-renowned brands and reinforce strategic cooperation under the
principle of reciprocity and dependence.

(C) Improving corporate governance and investor relations, fulfilling corporate
social responsibility, and pursuing sustainable and innovative growth

By fulfilling its objectives in corporate social responsibility, the Company
pursues the power to improve the society and creates cycles of excellent
performance through the involvement in corporate social responsibility. The
Company has strived to implement corporate governance. The Company was
ranked between the top 6%~20% of the 2019 corporate governance evaluation,
and was for the first time selected as a constituent of the TWSE Corporate
Governance 100 Index in July 2020. Performance is a top priority, while
corporate governance is fundamental. In addition to emphasizing the
development of business, the management will continuously improve
regulations pertaining to corporate governance in a stricter manner to ensure the
rights and interests of stakeholders. The Company will pay close attention to
issues and trends such as ESG at home and abroad and make practical
adjustments; the Company will also improve the implementation of its
corporate social responsibility and advance corporate governance and internal
controls, so as to create value for all stakeholders and protect their rights and
share operating results with all shareholders.

2. Market, Production, and Sales
(1) Market analysis

A. Sales (providing) regions of the main products (services)
Unit: NT$1,000, %

Year 2019 2020

Sales Regio Amount | Percentage | Amount | Percentage
Domestic Sales

(Note) 729,760 5.68 654,778 5.77

Asia 1,260,870 9.82 855,981 7.55

America 4,620,981 35.98 | 4,145,501 36.54

Export Eur_ope 5,974,999 46.52 | 5,505,054 48.52

Africa 81,884 0.64 58,255 0.51

Australia 174,031 1.36 126,072 1.11

Sub-Total | 12,112,765 94.32 | 10,690,863 94.23

Total 12,842,525 100.00 | 11,345,641 100.00

Note: Domestic sales refer to sales in China.
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B. Market share

Major customers, such as The North Face, DKL, Meindl, Salewa, La Sportiva,
Vans, UNDER ARMOUR, and MERRELL are the leading brands of outdoor
shoes. In 2020, the total output of shoes made by the Company was approximately
20,384,000. The Company produces a wide array of shoes and as one of the few
shoes manufacturers that have skills to produce a wide array of shoes, the
Company maintains a certain percentage of market shares among the shoe
manufacturers worldwide.

C. Supply and demand and growth of the future market

According to Statistas estimation, the annual growth rate of global footwear
output is 10%, and the global output is expected to reach US$416 billion between
2018 and 2023 with stable and positive growth. At present, major shoe
manufacturers in the world are China, India, Vietnam, Brazil, and Indonesia. Having
a large population, China and India provide a wealth of human resources in the
footwear industry and also have huge demand for shoes; with foreign investments
and economies of scale, China and India remain the world's top shoe manufacturers.
As global demand for shoes and production technology continue to grow, the global
footwear output is expected to increase year by year.

D. Competitive niches
(A) A wealth of production lines, market diversification, and low idle rate

The Company's products include sports shoes, outdoor shoes, hiking shoes,
casual shoes and functional shoes from world-renowned brands, and we serve as
OEM for more than 40 brands. Our products are sold across Europe, America,
and Asia. Orders are evenly distributed throughout the year.

(B) Economies of scale and control of production process

Our customers are Chinese and international brands of sports shoes and
outdoor shoes. Compared with regional brands, they have higher requirements
for the quantity, delivery, and quality of products. Having been in the industry for
more than a decade, the Company has production bases in China, Vietnam, and
Cambodia. In 2020, the Company produced 20,384,000 shoes. Our
manufacturing process has been approved by ISO 9001, GB/T 19001, SATRA,
GORE-TEX and SURROUND. Based on the policy of lean production, the
Company reduces inventories to improve productivity in line with the
international standards.

(C) Customers of the group OEM being the first brands at home and abroad

Our customers are the leading brands of sports shoes and outdoor shoes in
terms of market share and technology, making our sports shoes and outdoor shoes
competitive and grow significantly. This further reinforces the Company’ strength
among OEMs in the footwear industry.

(D) The Group's cost-competitive advantage

As the footwear industry is labor intensive, labor cost is one of the important
aspects in the cost structure. The production bases of the Company are located in
China and Vietnam, which have a wealth of human resources and low labor cost.
In view of increasing wages in China and Vietnam in recent years, the Company
established Lin Wen Chih Sunbow Enterprises Co., Ltd. in Cambodia, which has
a wealth of human resources and low labor cost, in 2013 to reduce cost of
manufacture.

E. Favorable and unfavorable factors of the development prospect and the
corresponding measures
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(A) Favorable factors of the development prospect

(®Rise of China and other emerging markets

In recent years, China, India, and Russia have shown the rapid economic
development and increasing population and income. According to the
statistics provided by National Bureau of Statistics of People's Republic of
China, the growth rate of GDP was 2.3% in 2020. With economic recovery in
Europe and America and increasingly growing economy of China and other
emerging markets, future consumption is expected to grow. According to the
“Opinions on Accelerating the Development of the Sports Industry and
Promoting Sports Consumption” published by the State Council of the
People's Republic of China in May 2014, by 2025, the total scale of China's
sports industry will exceed RMB trillion, contributing greatly to the
sustainable development of the economy and society.

@Increasing awareness and population of sports activities worldwide

In recent years, people's consumption patterns and ideas have changed
with improved living standards. More and more people have started to value
sports activities and tourism. The increasing awareness of sports activities
worldwide further promotes the expansion of the global sports industry.
Demand for fitness and entertainment, competitive sports watching, and
sporting goods is growing. In the U.S., the sports industry accounts for 3% to
7% of its GDP. Recently, the annual output value is close to US$450 billion
to US$500 billion. Industries featuring fitness and entertainment are ranked
top 3 in terms of output value in the U.S. The output value of the sports
industry in other countries, such as the U.K., France, Germany, and Japan,
also accounts for 1% to 3% of GDP. The output value of the sports industry
in Switzerland even accounts for 3.37% of its GDP. The sports industry has
also become the main growth point of the national economy in major Western
countries.

®Government support for the sports industry

In recent years, governments of various countries has formulated
relevant support policies for the sports industry. The U.S., the U.K., Japan,
Spain, and Russia have provided athletes and professional groups or
companies building sports facilities considerable tax preferences. As to China,
which has gradually become the world's leading consumer of shoes,
according to the “Opinions on Accelerating the Development of the Sports
Industry and Promoting Sports Consumption” published by the State Council
of the People's Republic of China in May 2014, by 2025, the total scale of
China's sports industry will exceed RMBS5 trillion. China expects to drive
economy through the sports industry by continuously improving the scale and
quality of the sports industry and increasing sports spending.
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(B) Unfavorable factors of the development prospect

@®Continuous increase in labor cost

In the labor-intensive footwear industry, the Company requires a lot of
human resources during production. In recent years, the increase in wages has
caused the significant increase in cost of manufacture, especially for coastal
cities in China; in addition, as China enforces the Labor Contract Law, labor
cost, along with wages, has increased significantly, such as benefits and
pensions, therefore offsetting revenue and profit.

Response measures:

a. The Company has gradually moved production bases to places with low
labor cost. For example, the Company has expanded the production line
and capacity of factory in Vietnam and factory in Cambodia with lower
labor costs, and implemented lean production to improve productivity and
reduced cost of manufacture.

b. Fujian Sunshine Footwear Co., Ltd. and Sunny Footwear Co., Ltd. with
higher labor cost have undertaken to produce mid-end and high-end,
value-added shoes with higher prices and increase the unit prices, so as to
maintain a certain percentage of gross margin and profit with increases in
labor cost and cost of manufacture.

c. The Company has modified its manufacturing process by introducing
semi-automated machines, such as Orile, high-frequency hot cutting
machines, RB hot press, 360 degree UV machines, automatic weighing
machines, EVA automatic grinding machines, roughing robots, gluing
robots, applying robots, and outsole rubber spraying robots, to reduce labor
cost and cost of manufacture.

d. The Company pursues the agency of world-renowned brands of sports
shoes and clothes using its existing resources and advantages, which drives
revenue and profit and reinforces the growth and diversity of the
Company's future operation.

e. The Company implements the policy of lean production to reduce
unnecessary waste of raw materials during production and integrate
production points on the production line, so as to align productivity and
reduce unnecessary work-in-process inventories. The Company also
arranges or adjusts workers at production points appropriately to reduce
waste of human resources. The aforementioned measures can improve the
Company's productivity and reduce cost of manufacture.

®@Intensive competition and fast elimination in the footwear industry

With the expansion of sporting goods, competition has become
increasingly intense. In addition to world-renowned brands, Chinese sporting
goods manufacturers have emerged in recent years, offering a variety of new
products in line with consumers' ever-changing preferences. A manufacturer
only can produces hundreds of or thousands of shoe types. If manufacturers
fail to respond immediately to market changes or develop leading products,
they are highly likely to be eliminated.

Response measures:

a. The Company increases the number and type of high-end, high value-added
brand shoes and develops world-renowned brands at home and abroad to
maintain its market share and reduce the significant influence of a single
brand on the Company's operation.
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b. With improved manufacturing process and production technology and
innovation, the Company adjusts the manufacturing process quickly
according to customers' requirements. The Company also adopts the policy
of lean production to improve productivity and reduce waste, offering the
output sufficient for new customers and existing orders.

(2) Major uses and production process of main products

A. Major uses of main products

Main Product

Main Functions and Uses

Shoes

Mountain climbing, snow walking, medical correction, jogging,
hiking, and other casual activities

B. Production processes of main products

(including PSC)

Sewing machine

Printing, High Frequency,
Embroidery
Hot |~ RB (Rubber
Press Outsole)
IP (Full Plug)

|

| Ao 3 o |

EVA (Full Plug)

(3) Supply of main raw materials

Processing
Self-made Soft Shoes
Sole
Purchased
Soft Sole

i Ratio of Main Raw
Main Raw Material Mmgjoulrce of Material to Total Ciﬁzﬁlizn
PPl Purchases (%)
Textiles and Foam Europe and Asia 21.97 Stable
Sole Materials and .
Semi-finished Products Asia 19.89 Stable
Leather and Leatherette Europe and Asia 16.35 Stable
Shoelaces, Eyelets, .
and Accessories Asia 10.93 Stable

Note: Data for 2020.

(4) List of major customers

A. List of vendors that accounted for more than 10% of total purchases within any
one of the last two years, their purchase amount and ratio, and reasons for
changes in this amount and ratio:

The Company's vendors disperse. There was no vendor that accounted for

more than 10% of total purchases within any one of the last two years.

B. List of customers that accounted for more than 10% of total sales within any one
of the last two years, their purchase amount and ratio, and reasons for changes in
this amount and ration:
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Unit: NT$1,000

2019 2020
Ratio of Sales Relationshi Ratio of Sales Relationsh
No. to Net Sales . to Net Sales |. = °
Customer | Amount p with the | Customer | Amount ip with the
through the Issuer through the Issuer
Year (%) Year (%)
1 A 2,125,398 16.55] None A 2,630,162 23.18| None
2 B 1,683,681 13.11] None B 1,156,757 10.20[ None
3 C 1,656,552 12.90 None C 1,143,930 10.08| None
4 D 1,472,038 11.46] None - - - -
Others 5,904,856 45.98 - Others 6,414,792 56.54 -
Net Sales | 12,842,525 100.00 - Net Sales | 11,345,641 100.00 -

Explanation for any changes:

The Company's major customers are world-renowned brands. In recent years,
the Company has actively developed more outdoor brands in addition to
maintaining cooperation with existing European and American brands. Except
for few customers that changed their needs or strategies, the Company has
maintained good cooperation with most customers. The changes in customers are
described as follows:

(A) Customer A: The products produced by the Company are widely recognized
in the market. The Company also maintains excellent cooperation with
Customer and is highly trusted by the customer. Revenue in 2020 increased
from 2019.

(B) Customer B: The relationship with the customer is stable and normal. Revenue
in 2020 decreased slightly from 2019 due to the COVID-19 pandemic.

(C) Customer C: The relationship with the customer is stable and normal. Revenue
in 2020 decreased slightly from 2019 due to the COVID-19 pandemic.

(D) Customer D: The relationship with the customer is stable and normal.
Revenue in 2020 decreased slightly from 2019 due to the COVID-19
pandemic, and the sales ratio accounted for less than 10%.

(5) Production in the last two years

Unit: NT$1,000, 1,000 pairs

Year 2019 2020
Main . . . .
Product Capacity | Yield Value Capacity | Yield Value
Shoes 20,000 19,669 10,156,243 22,000 20,384| 8,945,267
Others (Note) - - 89,161 - - 72,673
Total 20,000 19,669| 10,245,404 22,000 20,384| 9,017,940

Note: Other refers to the agent sale of shoe materials, garment and sports/leisure outdoor supplies (For

unpaired semi-finished products, quantity is not listed and only amount listed).
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(6) Production in the last two years

Unit: NT$1,000, 1,000 pairs
Year 2019 2020
Domestic Sales Exoort Domestic Sales Export

) (Note 2) P (Note 2) P
Ill/:ildnuct Volume | Value |Volume Value Volume| Value |Volume Value
Shoes 1,296 791,606| 17,690| 11,931,800 1,015| 587,891| 18,595| 10,653,464
Others
(Notel) -| 64,232 - 54,887 -| 66,887 - 37,399

Total 1,296| 855,838| 17,690 11,986,687| 1,015| 654,778| 18,595/ 10,690,863

Note 1: Other refers to the agent sale of shoe materials, garment and sports/leisure outdoor supplies
(For unpaired semi-finished products, quantity is not listed and only amount listed).
Note 2: Domestic sales refer to the sales in mainland China.

3. Human Resources

The number of employees, average service age, average age and academic distribution
ratio in the last two years and as of the annual report date:

Unit: Person, year

As of March 31,
Year 2019 2020 2021
Management 437 529 559
Production
Number of Line 20,320 22,417 25,302
Employees| General 4,078 4,240 4,277
Employees
Total 24,835 27,186 30,138
Average Age 33.69 33.95 34.35
Average Year of Services 3.26 3.53 3.38
PhD 1 - -
Master 24 19 21
Bachelor or 510 555 568
: Equivalent
Educa_tlon Senior High
Ratio 8,346 10,292 10,057
School
Below
Senior High 15,954 16,320 19,492
School

4. Disbursements for Environmental Protection

For losses incurred from environmental pollution (including compensation and
environmental protection audit results violating environmental protection should be listed
with the date of discipline, discipline number, violation of provision and clauses, violation
of regulation content, and content of discipline), in addition to disclose the estimated
amount and response measures for current and in the future possibly. Failure make
reasonable evaluation should explain the factors that could not be reasonably estimated:

None.

5. Labor Relations

(1) Employee benefits, continuing education, training, retirement system and its
implementation, agreements between the employer and employees, and protection of
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employees’ rights and interests:
A. Employee benefits

(A) The Company develops and promotes employees in a timely manner.

(B) Employees have annual leaves every year.

(C) Employees' performance is evaluated and awarded every year.

(D) During employment, employees are eligible to annual health examinations.

(E) Employees with outstanding performance in production are awarded.

(F) The Company pays social insurance for employees according to local laws and
regulations on a regular basis.

(G) Dormitories, sports venues, and cultural activity centers are built inside the
production base to provide employees a comfortable and pleasant environment
for both work and life.

B. Continuing education and training

The Company offers new employees orientation on plant regulations, safety
rules, environmental protection, and 5S (Sort, Set In Order, Shine, Standardize,
Sustain) twice every week. Training programs on skills and safety management are
also provided for existing employees and supervisors. Personal development plans
are also made to improve employees' overall competency on a regular basis.
Lecturers from consulting firms and professors are also engaged to teach supervisors
and employees lean production; in addition, internal or external training courses are
also provided for full-time employees as needed. The Company also assigns
supervisors to participate in training courses on a regular basis to improve their
personal quality and work skills. Results of training in 2020 are as follows:

Number of | Number of
Sessions | Trainees

Course Total Hours

H-five Training (Managerial Level) 3 126 1,008

New Employee Orientation (Plant Regulations,

5S, HSE, and 3-level Safety Education) 10 923 3,692
Head Office’s New Employee Orientation 5 165 165
(Corporate Cultures and Products)

General Administration Office Internal Training 73 984 1,476
Total 92 4,618 6,341

C. Retirement system and its implementation

For the subsidiary of the Company in China, and according to the laws thereof,
a monthly amount will be set aside and forwarded to the local bureau of labor and
social security to pay for five funds related to employee retirement and insurance.
Once an employee reaches the legal age of retirement, he/she may apply to the
bureau of labor and social security for retirement pension. The Company also
refers to local government regulations to provide retirement benefits for employees
who reach the legal age of retirement.

The subsidiaries of the Company registered as subsidiaries according to
the law of Vietnam. According to relevant laws of Vietnam, the Company has
set aside 21.5% of an employee's base pay monthly and forwarded it to the local
bureau of labor and social security to pay for social security, medical insurance,
and unemployment insurance. Once an employee reaches the legal age of
retirement, he/she may apply to the bureau of labor and social security for
retirement pension.
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Capital Concord Enterprises Limited Taiwan Branch (HK) is a branch of
Capital Concord Enterprises Limited established in Taiwan. The Company has set
up the retirement system according to the Labor Standards Act and appropriated 6%
of an employee's monthly wage to the employee's personal pension account.

D. Agreements between the employer and employees, and protection of employees’
rights and interests
The Company always values the rights and interests of employees and
communicates with employees at any time to achieve people-oriented
management. Employees are welcome to give feedback in meetings or by E-mail
or mail at any time to facilitate labor communication. The Company maintains
good labor communication and takes measures according to related laws and
regulations. Since incorporation, the Company has not been punished by the
regulator in charge of labor.

E. Protective measures for work environment and employees' personal safety

The Company provides employees health examinations on a regular basis to
improve their awareness of health status. In the operating environment, all new
employees are required to receive safety and health training; those operating special
machines and equipment are required to receive special safety training. In special
workplaces, employees shall wear personal protective equipment correctly. In the
operating environment which may generate dust or organic solvent steam,
employees shall wear a mask. In a noisy environment, employees shall wear
earplugs. Other preventive measures taken in production bases included the
installation of speed bumps, ventilation systems, silencers, and mechanical safety
devices.

(A) Unit or person in charge of environmental, health, and safety management:
The occupational health management department monitors the warnings and
notices of occupational diseases and hazards regularly or from time to time,
and examines whether warning signs are clean and legible every six months. If
warning signs are found damaged, deformed, or faded, they should be repaired
or replaced immediately. Each workshop shall identify occupational diseases
and hazards based on the requirements of the Warning Signs for
Occupational Hazards in the Workplace (GBZ158) and report warning signs
required for the operation to the authority in charge of occupational health
management; after reviewing and approving the warning signs reported by
each workshop, the authority in charge of occupational health management
will purchase the qualified warning signs to ensure the implementation of the
warning and notification system.

(B) Safety and health management systems and measures:
a. Occupational health training system

The occupational health management department shall work with the
employee training department to ask for opinions on occupational health
training according to laws and regulations and needs of positions, make and
implement the occupational health training plan, and ensure the provision of
training resources. The department shall also keep records of training and
create training files, classify training, and evaluate the results of training for
future improvement.

b. Maintenance system for occupational disease and hazard protective facilities

(@) The occupational health management department shall examine the
occupational disease and hazard protective facilities every month;
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departments of use shall examine the protective facilities every week;
workers on duty shall record the operation of the facilities every day.

(b) The occupational health management department shall work with the
equipment management department to make and implement the
maintenance plan for occupational disease and hazard protective
facilities based on the needs of departments, frequently examine the
daily use, maintenance, and repair of the protective facilities, and keep
related records.

(c) The equipment management department is responsible to repair the
occupational disease and hazard protective facilities. When finding any
malfunction, departments of use shall cut off the power and report to the
equipment management department immediately. They are not allowed
to repair the facilities or proceed with production without permission.

(d) After the occupational disease and hazard protective facilities are
repaired, the repair department shall clean up the site and confirm that
the facilities are up to scratch before handing them over to the
departments of use with both parties' signatures affixed.

(e) The occupational disease and hazard protective facilities at each
workshop or department shall be maintained by a designated person,
and a related record shall be kept every day.

(2) For losses arising from labor disputes in the most recent year and as of the printing
date of the Annual Report (including labor inspection results in violation of Labor
Standard Acts, which should describe the date of discipline, discipline number,
provisions violated, regulation violated, and content of discipline), disclose the
estimated amount and response measures likely to occur now and in the future. If
such estimation could not be reasonably made, state the facts that prevent reasonable
estimation: None.
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6. Important Contracts
Existing important contracts of the Group at main places of operation are as follows:

Nature of . Contract Start/End . Restrictive
Contracting Party Main Content -

Contract Date Provision
Medium-term |\CTBC Bank - Taiwan |,567/31_2021/07/30 |Line of credit NT$100,000,000 |  None

Loan Contract

Branch

Line of credit NT$550,000,000

Short-term CTBC Bank - Taiwan N i Combined with

Loan Contract |Branch 2020/07/31~2021/07/30 |(NT$15 million pe_rformance USD
guarantee amount included)

Short-term - Taipei Fubon Bank - 151,,05/192021/05/03 |Line of credit NT$200,000,000 | None

Loan Contract |Taiwan Branch

Short-term First Commercial Bank - : :

Loan Contract |Taiwan Branch 2020/05/20~2021/05/19 |Line of credit NT$300,000,000 None

Short-term Bank of Taiwan - ; i

Loan Contract |Taiwan Branch 2020/04/30~2021/04/29 |Line of credit NT$150,000,000 None

Short-term KGI Bank - Taiwan : :

Loan Contract |Branch 2020/08/14~2021/08/13 |Line of credit NT$300,000,000 None

Short-term KGI Bank - Taiwan . : Real estate

Loan Contract |Branch 2020/08/14~2021/08/13 |Line of credit NT$200,000,000 ledged

Short-term
Loan Contract

HSBC Bank - Taiwan
Branch

2020/05/01-2021/04/30

Line of credit NT$270,000,000

Combined with

US$9.50 million

Short-term
Loan Contract

Cathay United Bank -
Taiwan Branch

2020/06/30-2021/06/29

Line of credit NT$150,000,000

None

Combined with

Short-term - Citibank - Taiwan 2021/03/22-2022/03/21  |Line of credit NT$300,000,000 | US$27.5
Loan Contract (Branch million
Short-term Mega Bills - Taiwan ; :
Loan Contract |Branch 2020/08/21-2021/08/20 |Line of credit NT$200,000,000 None
Bills of CTBC Bank - Capital
Exchange Concord Enterprises 2020/07/31~2021/07/30 |Line of credit US$5,000,000 None
Contract Limited (HK)
Bilsof | Concard
Exchange prial o 2020/05/19~2021/05/03 |Line of credit US$3,000,000 None
Enterprises Limited
Contract
(HK)
Short-term Citibank - Capital Combined with

Loan Contract

Concord Enterprises
Limited (HK)

2021/03/22-2022/03/21

Line of credit US$27,500,000

NTD short-term
loans

First Commercial Bank -

Bills of Capital Concord

Exchange prial o 2021/02/20~2022/02/19 |Line of credit US$8,000,000 None
Enterprises Limited

Contract
(HK)

Bills of Cathay United Bank -

Exchange Concord Enterprises 2020/06/30~2021/06/29 |Line of credit US$3,000,000 None

Contract Limited (HK)

Short-term First Commercial Bank -

Loan Contract |Concord Enterprises 2020/11/27~2021/11/26 |Line of credit US$30,000,000 None

Limited (HK)

Short-term CTBC Bank - Concord Combined with

Loan Contract |Enterprises Limited 2020/07/31~2021/07/30 |Line of credit US$3,000,000 NTD short-term
(HK) loans

Short-term Taipei Fubon Bank -

Loan Contract |Concord Enterprises 2020/05/19~2021/05/03 |Line of credit US$5,000,000 None

Limited (HK)
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Nature of . Contract Start/End . Restrictive
Contracting Party Main Content L
Contract Date Provision
Short-term HSBC Bank - Concord ) :
Loan Contract |Enterprises Limited  |2020/05/01~2021/04/30 |Line of credit US$9,500,000 | ™o ™
(HK)
Short-term Cathay United Bank -
Loan Contract |Concord Enterprises 2020/06/30~2021/06/29 |Line of credit US$5,000,000 None
Limited (HK)
Short-term KGI Bank - Concord
Loan Contract |Enterprises Limited 2020/08/14~2021/08/13 |Line of credit US$10,000,000 None

(HK)
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V1. Financial Highlights

the Most Recent Five Years

(1) Condensed balance sheets

1. Condensed Balance Sheets and Statements of Comprehensive Income for

Unit: NT$1,000

Year Financial Information for the Most Recent Five Years (Note 1)
Item 2016 2017 2018 2019 2020
Current Assets 4,326,740 4,673,674 5,603,094 6,269,517 7,046,740
Property, Plant and 4,279,201 4,319,269 4,930,269 5,727,356 5,920,768
Equipment
Intangible Assets 25,094 18,581 16,970 16,242 13,637
Other Assets 429,317 405,757 572,435 976,052 1,368,912
Total Assets 9,060,352 0,417,281 11,123,668 12,989,167 14,350,057
Before 2,366,791 2,835,410 3,374,578 4,098,166 4,650,984
Current Distribution
Liabilities |After 4,966,394
Distribution|  2:823:620 3,434,964 3,962,756 5,061,225 (Note 2)
Non-current Liabilities 989,902 338,238 1,211,474 617,291 1,183,756
Before 3,356,693 3,173,648 4,586,052 4,715 457 5,834,740
Total Distribution
Liabilities |After 6,150,150
Distribution|  3:813:522 3,773,202 5,174,230 5,678,516 (Note 2)
Equity Attributable to
Owners of Parent 5,667,696 6,199,873 6,499,340 8,229,220 8,473,574
Company
Share Capital 1,380,954 1,461,973 1,528,621 1,747,566 1,861,950
Capital Surplus 2,990,516 3,336,445 3,377,120 4,459,672 5,256,344
Before
Retained | Distribution| 1541325 1,880,413 2,014,140 2,705,157 2,250,050
Earnings  |After 1,934,640
Distribution| 11084496 1,280,859 1,425,962 1,742,098 (Note 2)
Other Equity (245,099) (446,134) (420,541) (683,175) (837,187)
Treasury Stocks - (32,824) - - (57,583)
Non-controlling 35,963 43,760 38,276 44,490 41,743
Interests
Before
erore- 5,703,659 6,243,633 6,537,616 8,273,710 8,515,317
Total Distribution
Equity After 8,199,907
Distribution| 5+246:830 5,644,079 5,949,438 7,310,651 (Note 2)

Note 1: Financial information above has been audited by the CPAs.
Note 2: Dividends for the second half of 2020 as resolved by the Board of Directors on February 26, 2021 are

included.
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(2) Condensed statements of comprehensive income

Unit: NT$1,000

Year
Item

Financial Information for the Most Recent Five Years (Note)

2016

2017

2018

2019

2020

Operating Revenue

9,079,845

10,388,151

10,070,151

12,842,525

11,345,641

Gross Profit from
Operations

1,633,320

2,055,143

1,813,019

2,528,606

2,382,004

Operating Income

697,979

1,130,850

834,388

1,456,975

1,273,087

Non-operating
Income and
Expenses

202,036

(111,027)

95,434

55,194

(224,101)

Income before Tax

900,015

1,019,823

929,822

1,512,169

1,048,986

Income from
Continuing
Operations

693,476

796,003

737,286

1,276,511

895,514

Net Income (L0ss)

693,476

796,003

737,286

1,276,511

895,514

Other
Comprehensive
Income (Income
after Tax)

(503,650)

(203,185)

26,246

(264,473)

(154,698)

Total
Comprehensive
Income

189,826

592,818

763,532

1,012,038

740,816

Net Income
Attributable to
Owners of Parent
Company

702,262

803,113

743,001

1,279,195

897,575

Net Income
Attributable to
Non-controlling
Interests

(8,786)

(7,110)

(5,715)

(2,684)

(2,061)

Total
Comprehensive
Income Attributable
to Owners of Parent
Company

200,455

601,347

769,016

1,016,560

743,563

Total
Comprehensive
Income Attributable
to Non-controlling
Interests

(10,629)

(8,529)

(5,484)

(4,522)

(2,747)

Earnings per Share
(NT$)

5.23

5.65

5.1

7.81

5.06

Note: Financial information above by year has been audited by the CPAs.
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(3) Names of CPAs and audit opinion for the most recent five years

Year CPA Accounting Firm Audit Opinion
2016 S%gﬁiaﬁu\?\g r?gd PwC Taiwan Unqualified
2017 S%gﬂiaﬁu&g r?(;d PWC Taiwan Unqualified
2018 S%';ﬁﬁa:l u\r;\% r?gd PwWC Taiwan Unqualified
2019 S%gﬂiaﬁu&g r?(;d PWC Taiwan Unqualified
2020 S%gﬂiaﬁu&g r?(;d PWC Taiwan Unqualified

2. Financial Analysis for the Most Recent Five Years

Year Financial Information for the Most Recent Five Years
(Note 1)
Item (Note 2) 2016 2017 2018 2019 2020
Debt-asset Ratio 37.05 33.70 41.23 36.30 40.66
Financial |Ratio of
Structure || ong-term Capital
(%) to Property, Plant 156.42 152.38 157.17 155.24 163.81
and Equipment
Current Ratio 182.81 164.83 166.07 152.98 151.51
Solvency |Quick Ratio 108.50| 108.74| 108.54 98.17 90.04
%
%) g];tei:)eSt Coverage| 5467 70| 671321 4.160.71| 4,447.81 4.303.68
Average
Collection Days 7.22 6.36 5.01 5.73 492
Inventory
Turnover Rate 51 57 73 64 74
(Times)
Payables Turnover 4.02 4.92 4.66 4.94 3.55
Rate (Times)
__ |Average Days for 980| 1004 8.61 8.58 5.86
Operating |Sale
Ability  |Property, Plant
and Equipment 01 74 78 74 103
Turnover Rate
(Times)
Total Asset
Turnover Rate 2.07 2.42 2.18 2.41 1.95
(Times)
Average
Collection Days 1.01 1.12 0.98 1.07 0.83
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Year Financial Information for the Most Recent Five Years

(Note 1)
Item (Note 2) 2016 2017 2018 2019 2020
Ef,zt)“m on Assets 7.90 8.75 7.36)  10.82 6.70
Ef,zt)“m on Equity 1236| 1333 1154  17.24] 1067

Ratio of Income
Profitability Eg‘:grfnTg;;ﬁal 65.17|  69.76) 6357 8653  56.34

(%)

Net Profit Margin

(%) 7.64 7.66 7.32 9.94 7.89

Earnings per

Share (NTS) 5.23 5.65 5.10 7.81 5.06

Cash Flow Ratio

(%) 52.11 33.78 25.86 41.56 29.78

Cash Flow
Adequacy Ratio 75.72 70.62 72.56 75.38 66.36

Cash Flow (%)

Cash Flow
Reinvestment 10.81 5.50 2.58 9.87 3.42
Ratio (%)

Operating

2.59 1.95 2.32 2.17 2.09
Leverage

Leverage = >
g Financial

1.03 1.01 1.03 1.02 1.02
Leverage

The reasons why the financial ratios have changed more than 20% in the last two years are

as follows:

1. Inventory turnover rate (times) and average days for sale: The decrease in the inventory
turnover rate and the increase in average days for sale resulted from an increase in
inventories caused by deferred shipments due to lack of containers in the fourth quarter
of 2020.

2. Payables turnover rate and total asset turnover rate: The decreases in the payables
turnover rate and the total asset turnover rate resulted from a decrease in revenue due to
the outbreak of the COVID-19 pandemic in 2020.

3. Return on assets, return on equity, ratio of income before tax to paid-in capital, net
profit margin, and earnings per share: The decreases in the operating profit and the net
profit before tax resulted from the outbreak of the COVID-19 pandemic, deferred
shipments due to lack of containers, and one-time recognition of employee stock
options.

4. Cash flow ratio and cash flow reinvestment ratio: The decrease in net cash flows
generated from operating activities resulted from the outbreak of the COVID-19
pandemic and deferred shipments due to lack of containers.
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Note 1: Financial information above has been audited by the CPAs.
Note 2: The calculation formulas are as follows:
1. Financial structure

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

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

2. Solvency

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

(2) Quick Ratio = (Current Assets - Inventories - Prepaid Expenses) / Current Liabilities.

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

3. Operating ability

(1) Receivables (including Accounts Receivable and Notes Receivable Arising from Operations) Turnover
Rate = Net Sales / Average Receivables (including Accounts Receivable and Notes Receivable
Arising from Operations) for Each Period.

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

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

(4) Payables (including Accounts Payable and Notes Payable Arising from Operations) Turnover Rate =
Net Sales / Average Payables (including Accounts Payable and Notes Payable Arising from
Operations) for Each Period.

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

(6) Property, Plant and Equipment Turnover Rate = Net Sales / Average Net Property, Plant and
Equipment.

(7) Total Asset Turnover Rate = Net Sales / Average Total Assets.

4. Profitability

(1) Return on Assets = [Net Income + Interest Expenses (1- Tax Rate)] / Average Total Assets.

(2) Return on Equity = Net Income / Average Total Equity.

(3) Net Profit Margin = Net Income / Net Sales.

(4) Earnings per Share = (Income Attributable to Owners of Parent Company — Dividends on Preferred
Stock) / Weighted Average Number of Shares Issued.

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 for the Most Recent Five
Years / (Capital Expenditures + Inventory Additions + Cash Dividends) for the Most Recent Five
Years.

(3) Cash Flow Reinvestment Ratio = (Net Cash Flow from Operating Activities - Cash Dividends) / (Gross
Property, Plant and Equipment + Long-term Investments + Other Non-current Assets + Working
Capital).

6. Leverage

(1) Operating Leverage = (Net Operating Revenue - Variable Operating Costs and Expenses) /
Operating Income.

(2) Financial Leverage = Operating Income / (Operating Income - Interest Expenses).
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3.Audit Committee’s Review Report for the Most Recent Year

Audit Committee’s Review Report

In the Company’s Business Report, Consolidated Financial Statements, and
Proposal for Distribution of Earnings for 2020, the Consolidated Financial
Statements have been audited by CPAs Shu-Hua Hung, and Yu-Chuan Wang of
PwC Taiwan, with an unqualified report issued.

The aforesaid Business Report, Consolidated Financial Statements, and Proposal
for Distribution of Earnings have been reviewed by the Audit Committee with no
discrepancy found. A review report is presented herein.

To
Shareholders' Meeting in 2021
Fulgent Sun International (Holding) Co., Ltd

Convener of the Audit Committee: Kun-Hsien Chang
Date: Feburary 26, 2021
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4.Financial Statements for the Most Recent Year

Independent Auditor’s Report

To the Board of Fulgent Sun International (Holding) Co., Ltd.:
Opinion

We have audited the consolidated balance sheets of Fulgent Sun International (Holding)
Co., Ltd. and its subsidiaries (the “Group”) as of December 31,2020 and 2019, and the
consolidated statements of comprehensive income, changes in equity, and cash flows for the
years then ended, as well as the notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of the year ended December 31,
2020, and 2019, and its consolidated financial performance and consolidated cash flows for
the years then ended in accordance with the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and the International Financial Reporting Standards
(IFRS), International Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC
Interpretations (SIC) endorsed by the Financial Supervisory Commission of the Republic of
China.

Basis of Opinion

We have conducted our audit in accordance with the Regulations Governing Auditing
and Attestation of Financial Statements by Certified Public Accountants and the auditing
standards generally accepted in the Republic of China. Our responsibilities under those
standards are further described in the “Auditor's Responsibilities for the Audit of the
Consolidated Financial Statements” section below. We are independent of the Group in
accordance with the Norms of Professional Ethics for Certified Public Accountants in the
Republic of China, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements for the year ended December
31, 2020. These matters were addressed in the content of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon. We do not provide a
separate opinion on those matters.

Key audit matters for the Group’s consolidated financial statements for the year ended
December 31, 2020, are stated as follows:

Sales Revenue Recognition

Description

Please refer to the consolidated financial statements (Note 4 (29)) for the accounting
policy on sales revenue. The revenue of the Group the year ended December 31, 2020, was
NT$11,345,641 thousand.

The Group is engaged in the production and sale of sports and leisure outdoor shoes. In
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terms of the trading conditions of sales revenue, control over the goods is transferred when
the exporting goods are delivered to the forwarders designated by the customers, and the sales
revenue is recognized on the day the goods are delivered.

Since the Group is based on the product delivery day as the sales revenue recognition
date, the revenue recognition process involves manual control and may not properly recognize
revenue in the correct period; therefore, we believe that the cut-off point for recognizing sales
revenue is one of this year's key audit matters.

Corresponding Audit Procedures

Our audit procedures for the specific aspects described in the key audit matter above are
summarized as follows:

1.  We understood and evaluated the operating procedures and internal controls for the sale
of goods, so as to evaluate the effectiveness of management’s control over the
recognition of sales revenue.

2. We verified whether the sales revenue in a certain period before and after the balance
sheet date were recognized in the correct period and the changes in the inventory
quantity and carry-over of cost of goods sold were recorded in an appropriate period, so
as to evaluate the rationality of the revenue recognition time.

Allowance for Inventory Valuation Losses

Description

Please refer to the consolidated financial statements for the accounting policy on
inventory evaluation (Note 4(12)), the uncertainty of accounting estimates and assumptions
on inventory evaluation (Note 5(2)), and the description of the allowance for inventory
valuation losses (Note 6(4)). As of December 31, 2020, the inventory balance of the Group
was NT$2,730,221 thousand, and the allowance for inventory valuation losses was
NT$93,924 thousand.

The Group measures inventories that are aged over a certain period of time and
individually identified with impairment at the lower of cost or net realizable value. The net
realizable value used in the evaluation of such inventories often involves subjective judgment.
Considering that the Group’s allowance for inventory valuation losses has a significant impact
on the financial statements, we classify the allowance for inventory valuation losses as one of
this year's key audit matters.

Corresponding Audit Procedures

Our audit procedures for the specific aspects described in the key audit matter above are

summarized as follows:

1.  We understood and evaluated the reasonableness of the Group’s subsequent inventory
evaluation and provision of obsolescence losses.

2. We reviewed the Group's annual inventory plans and participated in the annual inventory
checks to assess the effectiveness of management’s differentiation and control over
obsolete inventory.

3. We obtained the inventory aging report and checked it against the relevant supporting
documents of the inventory change date, and verified whether the aging range of the
inventory was correctly classified and consistent with the accounting policy.

4. \We obtained the net realizable value report of various inventories to verify whether the
calculation logic was used consistently; we also tested the reference data of the estimated
net realizable value of the inventory, including checking the supporting documents such
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as sales prices and purchase prices, and recalculated and evaluated the rationality of the
allowance for inventory valuation losses.

Responsibilities of Management and Those Charged with Governance for
the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with the Regulations Governing the Preparation of
Financial Reports by Securities Issuers, and applicable IFRS, IAS, IFRIC, and SIC endorsed
by the Financial Supervisory Commission of the Republic of China, and for such internal
control as management deems necessary to enable the preparation of the consolidated
financial statements to be free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for
assessing the ability of the Group as a going concern, disclosing, as applicable, matters related
to the going concern, and using the going concern basis of accounting unless management
either intends to liquidate or to suspend the business of the Group if there are no other
practical options.

Those in charge of governance (including the Audit Committee) are responsible for
overseeing the Group’s financial reporting process.
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. Reasonable assurance means a high degree of assurance,
but it is not a guarantee that an audit conducted in accordance with the auditing standards
generally accepted in the Republic of China will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the consolidated financial statements.

When conducting the audit work per the auditing standards generally accepted in the
Republic of China, we exercised professional judgment and maintained professional
skepticism. We also:

1. Identified and assessed the risks of material misstatements of the consolidated financial
statements, whether due to fraud or error, designed and performed audit procedures in
response to the risks, and obtained evidence sufficient and appropriate to provide a basis
of our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than one resulting from error as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

2. Understood the internal control related to the audit in order to design the appropriate
audit procedures in the circumstances, but not to express an opinion on the effectiveness
of the Group’s internal control.

3. Evaluated the appropriateness of accounting policies used and the reasonability of
accounting estimates and related disclosures made by management.

4. Concluded, based on the audit evidence obtained, whether management’s use of the
going concern basis of accounting was appropriate and whether there were significant
uncertainties in the events or circumstances that could cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude that material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures
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in the consolidated financial statements or, if such disclosure is inappropriate, to modify
our opinion. Our conclusions were based on the audit evidence obtained up to the date of
the auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

5. Evaluated the overall presentation, structure, and content of the consolidated statements,
including related notes, and whether the consolidated statements represented the
underlying transactions and events in a matter that achieved fair presentation.

6. Obtained sufficient and appropriate audit evidence on the financial information of
business entities within the Group in order to express an opinion on the consolidated
financial statements. We are responsible for guiding, supervising, and implementing the
audit of the Group, and for expressing an opinion on the audit of the Group.

We communicated with those in charge of 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 identified during our audit).

We provided those in charge of governance a statement that we have complied with
relevant ethical requirements for independence under the Norms of Professional Ethics for
Certified Public Accountants in the Republic of China. We also communicated with them
regarding all relationships and other matters (including relevant protection measures) that
could reasonably be thought to bear on our independence.

From the matters communicated with those in charge of governance, we determined
those matters that were of most significance in the audit of the consolidated financial
statements for the year ended December 31, 2020, and were therefore the key audit matters.
We described 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.

The engagement partners on the audit resulting in this independent auditors' report are
Shu-Hua Hung and Yu-Chuan Wang.

PricewaterhouseCoopers
Taipei, Taiwan
Republic of China

February 26, 2021

Notes to Readers

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

The independent auditors' report and the accompanying consolidated financial statements are the English
translation of the Chinese version prepared and used in the Republic of China. If there is any conflict between, or
any difference in the interpretation of the English and Chinese language independent auditors' report and
consolidated financial statements, the Chinese version shall prevail.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries

Consolidated Balance Sheets

December 31, 2020 and 2019

(Expressed in thousands of New Taiwan dollars)

V4 December 31, 2020 December 31, 2019
Assets Note Amount % Amount %
Current assets
1100 Cash and cash equivalents 6(1) $ 1,567,828 1 3 1,373,474 10
1170 Accounts receivable, net 6(3) 2,270,550 16 2,329,423 18
1200 Other receivables 184,911 1 222,416 2
130X Inventories 6(4) 2,730,221 19 2,142,441 16
1410 Prepayments 128,846 1 103,763 1
1470 Other current assets 6(7) and 8 164,384 1 98,000 1
11XX Total current assets 7,046,740 49 6,269,517 48
Non-current assets

1510 Non-current financial assets at fair 6(2)

value through profit or loss 9,289 - 4,654 -
1600 Property, plant, and equipment 6(5) and 8 5,920,768 41 5,727,356 44
1755 Right-of-use assets 6(6) 946,346 7 775,909 6
1780 Intangible assets 13,637 - 16,242 -
1840 Deferred tax assets 6(23) 69,738 1 55,020 1
1900 Other non-current assets 6(7)and 8 343,539 2 140,469 1
15XX Total non-current assets 7,303,317 51 6,719,650 52
IXXX Total assets $ 14,350,057 100 $ 12,989,167 100

(Continued)
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Consolidated Balance Sheets
December 31, 2020 and 2019
(Expressed in thousands of New Taiwan dollars)

December 31, 2020 December 31, 2019
Liabilities and Equity Note Amount % Amount %
Current liabilities
2100 Current borrowings 6(8) and 8 $ 1,322,960 9 $ 1,669,050 13
2130 Current contract liabilities 6(17) 52,618 1 28,538 -
2170 Accounts payable 1,666,662 12 1,393,220 11
2200 Other payables 6(9) 1,391,483 10 880,558 7
2230 Current tax liabilities 160,141 1 85,281 -
2280 Current lease liabilities 40,864 - 29,073 -
2300 Other current liabilities 16,256 - 12,446 -
21XX Total current liabilities 4,650,984 33 4,098,166 31
Non-current liabilities
2500 Non-current financial liabilities at fair 6(2)
value through profit or loss 250 - - -
2530 Bonds payable 6(10) 483,820 3 69,780 -
2570 Deferred tax liabilities 6(23) 786 - 1,981 -
2580 Non-current lease liabilities 486,855 3 333,188 3
2600 Other non-current liabilities 6(11) 212,045 2 212,342 2
25XX Total non-current liabilities 1,183,756 8 617,291 5
2XXX Total liabilities 5,834,740 41 4,715,457 36
Equity attributable to owners of the
parent company
Share capital 6(14)
3110 Ordinary share 1,861,950 13 1,747,566 14
Capital surplus 6(15)
3200 Capital surplus 5,256,344 36 4,459,672 34
Retained earnings 6(16)
3310 Legal reserve 601,681 4 421,155 3
3320 Special reserve 852,629 6 420,541 3
3350 Unappropriated retained earnings 795,740 6 1,863,461 15
Other equity
3400 Other equity interest ( 837,187) ( 6) ( 683,175) ( 5)
3500  Treasury shares 6(14) ( 57,583) - - -
31XX Total equity attributable to
owners of the parent company 8,473,574 59 8,229,220 64
36XX  Non-controlling interests 41,743 - 44,490 -
3XXX Total equity 8,515,317 59 8,273,710 64
Significant Contingent Liabilitiesand 9
Unrecognized Contractual
Commitments
3X2X Liabilities and total equity $ 14,350,057 100 $ 12,989,167 100

The notes set out below form an integral part of the consolidated financial statements.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries

Consolidated Statements of Comprehensive Income

For the Years Ended December 31, 2020 and 2019

(Expressed in Thousands of New Taiwan Dollars, except for Earnings Per Common Share)

2020 2019
Item Note Amount % Amount %
4000 Operating revenue 6(17) $ 11,345,641 100 $ 12,842,525 100
5000 Operating costs 6(4) ( 8,963,637) ( 79) ( 10,313,919) ( 80)
5950 Gross profit from operations 2,382,004 21 2,528,606 20
Operating expenses 6(22)
6100 Selling expenses ( 196,991) ( 2) 215,464) ( 2)
6200 Administrative expenses ( 745,366) ( 7 ( 711,346) ( 6)
6300 Research and development
expenses ( 166,560) ( 1) 144,821) ( 1)
6000 Total operating expenses ( 1,108,917) ( 10) ( 1,071,631) ( 9)
6900 Net operating income 1,273,087 11 1,456,975 11
Non-operating income and
expenses
7100 Interest income 6(18) 9,727 - 10,529 -
7010 Other income 6(19) 64,486 - 63,036 1
7020 Other gains and losses 6(20) ( 273,360) ( 2) 16,409 -
7050 Finance costs 6(21) ( 24,954) - ( 34,780) -
7000 Total non-operating income
and expenses ( 224,101) ( 2) 55,194 1
7900 Profit from continuing
operations before tax 1,048,986 9 1,512,169 12
7950 Tax expenses 6(23) ( 153,472) ( 1) ( 235,658) ( 2)
8200 Profit $ 895,514 8 $ 1,276,511 10
Other comprehensive income,
net
Items that may be subsequently
reclassified to profit or loss
8361 Exchange differences on
translation ($ 154,698) ( 1) ($ 264,473) ( 2)
8300 Other comprehensive income,
net ($ 154,698) ( 1) ($ 264,473) ( 2)
8500 Total comprehensive income $ 740,816 7 9% 1,012,038 8
Profit attributable to:
8610 Owners of the parent company $ 897,575 8 $ 1,279,195 10
8620 Non-controlling interests ($ 2,061) - (% 2,684) -
Comprehensive income
attributable to:
8710 Owners of the parent $ 743,563 7 9 1,016,560 8
8720 Non-controlling interests ($ 2,747) - (% 4,522) -
Basic earnings per share 6(24)
9750 Total basic earnings per share $ 506 $ 7.81
Diluted earnings per share
9850 Total diluted earnings per share $ 500 $ 7.31

The notes set out below form an integral part of the consolidated financial statements.
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Balance, January 1, 2019
Profit for the year
Other comprehensive income
Total comprehensive income
Distribution of earnings for 2018
Legal reserve appropriated
Reversal of special reserve
Cash dividends of ordinary shares
Issue of shares
Conversion of convertible bonds
Changes in non-controlling interests
Balance, December 31, 2019

Balance, January 1, 2020
Profit for the year
Other comprehensive income
Total comprehensive income
Distribution of earnings for 2019
Legal reserve appropriated
Special reserve appropriated
Cash dividends of ordinary shares

Distribution of earnings for the six-month period ended June 30,

2020
Legal reserve appropriated
Special reserve appropriated
Cash dividends of ordinary shares
Issue of shares

Due to recognition of equity component of

convertible bonds issued

Conversion of convertible bonds
Purchase of treasury shares
Balance, December 31, 2020

(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries

Consolidated Statements of Changes in Equity

For the Years Ended December 31, 2020 and 2019

(Expressed in thousands of New Taiwan dollars)
Equity Attributable to Owners of Parent

Share Capital

Retained Earnings

Exchange
Differences on

Unappropriated Translation of

Advance Receipts Special Retained Foreign Financial ~ Treasury Non-controlli

Note Ordinary share  for Share Capital ~ Capital Surplus  Legal Reserve Reserve Earnings Statements shares Total ng Interests Total Equity
1,462,735 $ 65,886 $ 3,377,120 $ 346,855 $ 446,134 $ 1,221,151 ($ 420541 ) $ - $ 6,499,340 $ 38,276 $ 6,537,616
- - - - - 1,279,195 - - 1,279,195 ( 2684) 1,276,511
- - - - - - ( 262,634 ) - ( 262,634 ) ( 1,839 ) ( 264,473
- - - - - 1,279,195 ( 262,634 ) - 1,016,561 ( 4523) 1,012,038

6(16)
- - - 74,300 - ( 74,300 ) - - - - -
- - - - 25,593 ) 25,593 - - - - -
- - - - - ( 588,178 ) - - ( 588,178 ) - ( 588,178
6(14)(15) 60,000 ( 65,886 168,427 - - - - - 162,541 - 162,541
6(15)(25) 224,831 - 914,125 - - - - - 1,138,956 - 1,138,956
- - - - - - - - - 10,737 10,737
1,747,566 $ - $ 4,459,672 $ 421,155 $ 420,541 $ 1,863,461 ($ 683175 ) §$ - $ 8,229,220 $ 44,490 $ 8,273,710
1,747,566 $ - $ 4,459,672 $ 421,155 $ 420,541 $ 1,863,461 ($ 683175 ) §$ - $ 8,229,220 $ 44,490 $ 8,273,710
- - - - - 897,575 - - 897,575 ( 2061) 895,514
- - - - - - ( 154,012 ) - ( 154,012 ) ( 686 ) ( 154,698
- - - - - 897,575 ( 154,012 ) - 743,563 ( 2,7147) 740,816

6(16)
- - - 127,920 - ( 127,920 ) - - - - -
- - - - 262,634 ( 262,634 ) - - - - -
- - - - - ( 963,059 ) - - ( 963,059 ) - ( 963,059

6(16)
- - - 52,606 - ( 52,606 ) - - - - -
- - - - 169,454 ( 169,454 ) - - - - -
- - - - - ( 389,623 ) - - ( 389,623 ) - ( 389,623
6(14)(15) 100,000 - 692,844 - - - - - 792,844 - 792,844

6(10)(15)
- - 48,201 - - - - - 48,201 - 48,201
6(15)(25)

14,384 - 55,627 - - - - - 70,011 - 70,011
6(14) - - - - - - - ( 57,583 ) ( 57,583 ) - ( 57,583
1,861,950 $ - $ 5,256,344 $ 601,681 $ 852,629 $ 795,740 ($ 837,187 ) ($57,583 ) $ 8,473,574 $ 41,743 $ 8,515,317
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2020 and 2019
(Expressed in thousands of New Taiwan dollars)

(Continued)
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Note 2020 2019
Cash flows from operating activities
Profit before tax $ 1,048,986 $ 1,512,169
Adjustments
Adjustments to reconcile profit or loss
Net gain on financial assets or liabilities at fair 6(2)(20)
value through profit or loss 4,785) ( 8,871)
Depreciation expense 6(5)(6)(22) 699,969 616,174
Amortization expenses 6(22) 33,104 39,051
Expected credit losses (gain) 12(2) 3,770) 5,383
Loss on disposal of property, plant, and equipment 6(20) 8,041 8,861
Interest income 6(18) 9,727) ( 10,529)
Interest expenses 6(21) 24,954 34,780
Share-based payment 6(13) 45,570 -
Changes in operating assets and liabilities
Net changes in operating assets
Accounts receivable 40,922) ( 249,196 )
Other receivables 33,762 ( 35,377)
Inventories 703,443) ( 332,026)
Prepayments 31,257) ( 30,452)
Other current assets 15,083) ( 16,982)
Changes in operating liabilities
Contract liabilities 26,354 1,618
Accounts payable 298,638 415,296
Other payables 108,690 ( 12,832)
Other current liabilities 4,010 ( 802)
Other non-current liabilities 3,037) ( 3,306)
Cash flows generated from operating 1,520,054 1,932,959
Interest received 9,588 9,873
Interest paid 17,967 ) ( 23,991)
Income tax paid 126,413) ( 215,445)
Net cash flows from operating activities 1,385,262 1,703,396




(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries

Consolidated Statements of Cash Flows

For the Years Ended December 31, 2020 and 2019

(Expressed in thousands of New Taiwan dollars)

Note 2020 2019
Cash flows from investing activities
Acquisition of financial assets at amortized cost ($ 23,865) (% 61,428)
Acquisition of property, plant, and equipment 6(25) ( 1,240,894 ) ( 1,506,853 )
Proceeds from disposal of property, plant and
equipment 4,044 8,091
Acquisition of use-of-right assets 6(6) ( 1,428) ( 23,227)
Acquisition of intangible assets ( 1,180) ( 3,271)
Decrease (increase) in other non-current assets 3,523  ( 82,062)
Decrease in refundable deposits 1,805 312
Net cash flows used in investing activities ( 1,257,995) ( 1,668,438 )
Cash flows from financing activities
(Decrease) Increase in short-term loans 6(26) ( 272,559) 618,597
Proceeds from long-term debt 6(26) - 204,411
Repayment of long-term debt 6(26) - | 214,171)
Payments of lease liabilities 6(6)(26) ( 61,461) ( 50,729)
Proceeds from issuing convertible bonds 6(26) 532,744 -
Repayments of convertible bonds 6(26) - | 5,300)
Cash dividends paid 6(16) ( 963,059 ) ( 588,178 )
Proceeds from issuing shares 6(14) 750,000 165,114
Payments to acquire treasury shares 6(14) ( 57,583) -
Changes in non-controlling interests - 10,737
Net cash flows (used in) generated from financing
activities ( 71,918) 140,481
Effects of exchange rate changes 139,005 ( 115,038)
Net increase in cash and cash equivalents 194,354 60,401
Cash and cash equivalents at beginning of period 1,373,474 1,313,073
Cash and cash equivalents at end of period $ 1,567,828 $ 1,373,474

The notes set out below form an integral part of the consolidated financial statements.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Notes to the Consolidated Financial Statements
For the Years Ended December 31, 2020 and 2019
(Expressed in thousands of New Taiwan dollars,Unless otherwise specified)

Company History

Fulgent Sun International (Holding) Co., Ltd. (the “Company”) was established in November 2009
in British Cayman Islands. The office is located at No. 76, Section 3, Yunlin Road, Douliu City,
Yunlin County. The main business activities of the Company and its subsidiaries (the “Group”) are
the production and sale of sports and leisure outdoor footwear.

The Date of Authorisation for Issuance of the Financial Statements and Procedures for
Authorisation

The consolidated financial statements were approved by the Board of Directors and published on
February 26, 2021.

Application of New Standards, Amendments and Interpretations

(1) Effect of the adoption of new issuances of or amendments to International
Financial Reporting Standards (“IFRS”) as endorsed by the Financial
Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by FSC effective from 2020 are as

follows:
Effective Date Set by

New Standards, Interpretations and Amendments the IASB
Amendments to IAS 1 and TAS 8 , ‘Disclosure initiative-definition of
material’ January 1, 2020
Amendments to IFRS 3, ‘Definition of a business’ January 1, 2020
Amendments to IFRS 9, IAS 39, and IFRS 7 , ‘Interest rate benchmark
reform’ January 1, 2020
Amendments to IFRS 16, ‘Covid-19-related rent concessions’ June 1, 2020 (Note)

Note : Earlier application from January 1, 2020 is allowed by FSC.

The above standards and interpretations have no significant impact to the Group’s financial
condition and financial performance based on the Group’s assessment.

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

New standards, interpretations and amendments endorsed by the FSC effective from 2021 are

as follows:
Effective Date Set by
New/Revised/Amended Standards and Interpretations the IASB
Amendments to IFRS 4, ‘Extension of the temporary exemption from
applying IFRS 9 January 1, 2021
Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16, ‘ Interest
Rate Benchmark Reform— Phase 2’ January 1, 2021
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(3)

The above standards and interpretations have no significant impact to the Group’s financial
condition and financial performance based on the Group’s assessment.

IFRSs issued by IASB but not yet endorsed by the FSC

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

Effective Date Set by
New Standards, Interpretations and Amendments the IASB

Amendments to IFRS 3, ‘Reference to the conceptual framework’ January 1, 2022

Amendments to IFRS 10 and IAS 28, ‘Sale or contribution of assets .
. . . . , To be determined bylASB
between an investor and its associate or joint venture

IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IFRS 17, 'Insurance contracts' January 1, 2023
Amendments to IAS 1, ‘Classification of liabilities as current or

s January 1, 2023
non-current
Amendments to IAS 1, ‘Disclosure of accounting policies’ January 1, 2023
Amendments to IAS 8, ‘Definition of accounting estimates’ January 1, 2023

Amendments to IAS 16, ‘Property, plant and equipment: proceeds before
intended use’

Amendn’lents to IAS 37, ‘Onerous contracts— cost of fulfilling a January 1, 2022
contract

Annual improvements to IFRS Standards 2018-2020 January 1, 2022

January 1, 2022

The above standards and interpretations have no significant impact to the Group’s financial
condition and financial performance based on the Group’s assessment.

Summary of Significant Accounting Policies

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

(1)

(2)

Compliance statement

The consolidated financial statements of the Group have been prepared in accordance with the
“Regulations Governing the Preparation of Financial Reports by Securities Issuers”,
International Financial Reporting Standards, International Accounting Standards, IFRIC
Interpretations, and SIC Interpretations as endorsed by the FSC (collectively referred herein as
the “IFRSs”).

Basis of preparation

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

Financial assets and liabilities at fair value through profit or loss.

B.The preparation of financial statements in conformity with IFRSs requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the Group’s accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 5.
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(3) Basis of consolidation

A. Basis for preparation of consolidated financial statements:

(@)

(b)

(©)

(d)

(€)

All subsidiaries are included in the Group’s consolidated financial statements.Subsidiaries
are all entities (including structured entities) controlled by the Group. The Group controls
an entity when the Group is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those returns through its power
over the entity.

Consolidation of subsidiaries begins from the date the Group obtains control of the
subsidiaries and ceases when the Group loses control of the subsidiaries.

Inter-company transactions, balances and unrealised gains or losses on transactions
between companies within the Group are eliminated. Accounting policies of
subsidiaries have been adjusted where necessary to ensure consistency with the
policies adopted by the Group.

Profit or loss and each component of other comprehensive income are attributed to the
owners of the parent and to the non-controlling interests. Total comprehensive income
is attributed to the owners of the parent and to the non-controlling interests even if this
results in the non- controlling interests having a deficit balance.

Changes in a parent’s ownership interest in a subsidiary that do not result in the parent
losing control of the subsidiary (transactions with non-controlling interests) are
accounted for as equity transactions, i.e. transactions with owners in their capacity as
owners. Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received is recognised directly
in equity.

When the Group loses control of a subsidiary, the Group remeasures any investment
retained in the former subsidiary at its fair value. That fair value is regarded as the fair
value on initial recognition of a financial asset or the cost on initial recognition of the
associate or joint venture. Any difference between fair value and carrying amount is
recognised in profit or loss. All amounts previously recognised in other comprehensive
income in relation to the subsidiary are reclassified to profit or loss on the same basis
as would be required if the related assets or liabilities were disposed of.  That is,
when the Group loses control of a subsidiary, all gains or losses previously recognised
in other comprehensive income in relation to the subsidiary should be reclassified
from equity to profit or loss, if such gains or losses would be reclassified to profit or
loss when the related assets or liabilities are disposed of.
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B. Subsidiaries included in the consolidated financial statements:

Percentage of

ownership
December December
Name of Investor ~ Name of Subsidiary Nature of business 31,2020 31,2019
Capital Concord Holding company:
The Company Enterprises Limited Sports Lei Oy,td
(Capital Concord ports Leisure Lutdoor
. o Footwear Production and 100 100
Enterprises Limited Sales
H.K.)
Capital Concord  Fujian Laya Outdoor S
Enterprises Products Co., Ltd. Prftcrjlr?tgrzgnégg?tt 'T’?gde 100 100
Limited H.K. (Fujian Laya Co., Ltd.) P P
Eﬁfgglﬁggsncord Laya ng Trading Co., Distribution Agent and
Limited H.K. Ltd. (Taiwan Laya) Import and Export Trade 100 100
Capital Concord Hong Kong Laya
Enterprises Outdoor Products Holding company 100 100
Limited H.K. (Hong Kong Laya)
Capital Concord  Fujian Sunshine Sports Leisure Outdoor
Enterprises Footwear Co., Ltd. Footwear Production and 100 100
Limited H.K. (Sunshine) Sales
Capital Concord Sports Leisure Outdoor
. Sunny Footwear Co., .
Epte_rprlses Ltd. (Sunny) Footwear Production and 100 100
Limited H.K. ' Sales
Capital Concord  Hubei Sunsmile Sports Leisure Outdoor
Enterprises Footwear Co., Ltd. Footwear Production and 100 100
Limited H.K. (Sunsmile) Sales
Capital _Concord Fulgent Sun Footwear Sports Leisure Outdoor
Enterprises Co., Ltd. Footwear Production 100 100
Limited H.K. (Fulgent Sun)
Capital Concord  Lin Wen Chih Sunbow Sports Leisure Outdoor
Enterprises Enterprises Co., Ltd. Footwear Production and 100 100
Limited H.K. (Sunbow) Sales
Capital Concord  Lin Wen Chih
Enterprises Sunstone Garment Processing and Sale of
Limited H.K. Enterprises Co., Ltd. Clothing 91.27 91.27
(Sunstone)
Capital Concord NGOC Hung Footwear .
Enterprises Co., Ltd. (NGOC ﬁggﬁeﬁfﬁ%ﬁﬁﬁﬁ > 100 100
Limited H.K. HUNG)
Lin WenChIN - in wen chih sunlit
Enterprises Co., Enter_prlses Co., Ltd. Land lease 100 100
Ltd, (Sunlit)
Hong Kong Laya Fujian La Sportiva Co., Distribution Agent and
Outdoor Products Ltd. (La Sportiva) Import and Export Trade 60 60

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

D. Adjustment for subsidiaries with different balance sheet dates: None.

E. Significant restrictions: None.

F. Subsidiaries that have non-controlling interests that are material to the Group: None.
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(4) Foreign currency translation

The functional currencies of the Group’s subsidiaries in the Republic of China, the People’s
Republic of China, and Southeast Asia are NTD, RMB, and VND and USD, respectively. The
consolidated financial statements are presented using “New Taiwan dollars(NTD)” as the
reporting currency.

A. Foreign currency transactions and balances

(@)

(b)

(©)

(d)

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

Monetary assets and liabilities denominated in foreign currencies at the period end are
re- translated at the exchange rates prevailing at the balance sheet date. = Exchange
differences arising upon re-translation at the balance sheet date are recognised in profit
or loss..

Non-monetary assets and liabilities denominated in foreign currencies held at fair
value through profit or loss are re-translated at the exchange rates prevailing at the
balance sheet date; their translation differences are recognised in profit or loss.
Non-monetary assets and liabilities denominated in foreign currencies held at fair
value through other comprehensive income are re-translated at the exchange rates
prevailing at the balance sheet date; their translation differences are recognised in
other comprehensive income. However, non- monetary assets and liabilities
denominated in foreign currencies that are not measured at fair value are translated
using the historical exchange rates at the dates of the initial transactions..

All other foreign exchange gains and losses based on the nature of those transactions
are presented in the statement of comprehensive income within‘other income and
expenses — net’ or ‘other gains and losses’.

B. Translation of foreign operations

The operating results and financial position of all the group entities, associates and joint
arrangements that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:

(@)
(b)
(©)

Assets and liabilities for each balance sheet presented are translated at the closing
exchange rate at the date of that balance sheet;

Income and expenses for each statement of comprehensive income are translated at
average exchange rates of that period; and

All resulting exchange differences are recognised in other comprehensive income.

(5) Classification of current and non-current items

A. Assets that meet one of the following criteria are classified as current assets; otherwise they
are classified as non-current assets:

(@)

(b)
(©)

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

Assets held mainly for trading purposes;

Assets that are expected to be realised within twelve months from the balance sheet
date;
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(d) Cash and cash equivalents, excluding restricted cash and cash equivalents and those
that are to be exchanged or used to settle liabilities more than twelve months after the
balance sheet date.

The Group classifies assets that do not meet any of the above criteria as non-current assets.
B. Liabilities that meet one of the following criteria are classified as current liabilities;
otherwise they are classified as non-current liabilities:

(a) Liabilities that are expected to be settled within the normal operating cycle;
(b) Liabilities arising mainly from trading activities;
(c) Liabilities that are to be settled within twelve months from the balance sheet date;

(d) Liabilities for which the repayment date cannot be extended unconditionally to more
than twelve months after the balance sheet date. Terms of a liability that could, at the
option of the counterparty, result in its settlement by the issue of equity instruments do
not affect its classification.

The Group classifies liabilities that do not meet any of the above criteria as non-current
liabilities.
(6) Cash and cash equivalents

Cash equivalents refer to short-term, highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value.

Time deposits that meet the definition above and are held for the purpose of meeting
short-term cash commitments in operations are classified as cash equivalents.

(7) Financial assets at fair value through profit or loss

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

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

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

D. The Group recognises the dividend income when the right to receive payment is
established, future economic benefits associated with the dividend will flow to the Group
and the amount of the dividend can be measured reliably.

(8) Financial assets at amortized cost

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

(8) The objective of the Group’s business model is achieved by collecting contractual cash
flows.
(b) The assets’ contractual cash flows represent solely payments of principal and interest.
B. On a regular way purchase or sale basis, financial assets at amortized cost are recognized
and derecognized using trade date accounting.

C. At initial recognition, the Group measures the financial assets at fair value plus transaction
costs. Interest income from these financial assets is included in finance income using the
effective interest method. A gain or loss is recognised in profit or loss when the asset is
derecognised or impaired.
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D. The Group’s time deposits which do not fall under cash equivalents are those with a short
maturity period and are measured at initial investment amount as the effect of discounting
is immaterial.

(9) Accounts and notes receivable

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

B. Accounts receivable and notes receivable refer to short-term accounts receivable and notes
receivable without interest accrued; because the effect of discounting is insignificant, the
Group has it measured by the original invoice amount.

(10) Impairment of financial assets

For debt instruments measured at fair value through other comprehensive income and
financial assets at amortised cost (including forward-looking information) , at each reporting
date, the Group recognises the impairment provision for 12 months expected credit losses if
there has not been a significant increase in credit risk since initial recognition or recognises
the impairment provision for the lifetime expected credit losses (ECLS) if such credit risk has
increased since initial recognition after taking into consideration all reasonable and verifiable
information that includes forecasts. On the other hand, for accounts receivable or contract
assets that do not contain a significant financing component, the Group recognises the
impairment provision for lifetime ECLs.

(11) De-recognition of financial assets

The Group derecognises a financial asset when the contractual rights to receive the cash
flows from the financial asset expire.

(12) Inventories

Inventories are stated at the lower of cost and net realisable value.Cost is determined using
theweighted-average method.The cost of finished goods and work in progress comprises
raw materials, direct labour, other direct costs and related production overheads (allocated
based on normal operating capacity).lt excludes borrowing costs.The item by item
approach is used in applying the lower of cost and net realisable value. Net realisable value
is the estimated selling price in the ordinary course of business, less the estimated cost of
completion and applicable variable selling expenses.

(13) Property, plant, and equipment

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

B. Subsequent costs are included in the asset’s carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the Group and the cost of the item can be measured reliably.
The carrying amount of the replaced part is derecognized. All other repairs and
maintenance are charged to profit or loss during the period in which they are incurred.

C. Property, plant, and equipment are subsequently measured in cost mode with
depreciation amortized using the straight-line method based on the period of
depreciation except land for which no depreciation is to be amortized. If each
component of property, plant, and equipment is significant, it is depreciated separately.

D. The assets’ residual values, useful lives and depreciation methods are reviewed, and
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adjusted if appropriate, at each financial year-end. If expectations for the assets’ residual
values and useful lives differ from previous estimates or the patterns of consumption of
the assets’ future economic benefits embodied in the assets have changed significantly,
any change is accounted for as a change in estimate under IAS 8, ‘Accounting Policies,
Changes in Accounting Estimates and Errors’, from the date of the change. The
estimated useful lives of property, plant and equipment are as follows:

Buildings and structures 2 to 50 years
Machinery and equipment 3 to 20 years
Transport equipment 3 to 20 years
Office equipment 3to 11 years
Other equipment 1to 21 years

(14) Leasing arrangements (lessee) —right-of-use assets/ lease liabilities

A. Leases are recognised as a right-of-use asset and a corresponding lease liability at the
date at which the leased asset is available for use by the Group. For short-term leases or
leases of low- value assets, lease payments are recognised as an expense on a
straight-line basis over the lease term..

B. Lease liabilities include the net present value of the remaining lease payments at the
commencement date, discounted using the incremental borrowing interest rate.

Lease payments are comprised of the following:
(a) Fixed payments, less any lease incentives receivable;
(b)Variable lease payments that depend on an index or a rate.

The Group subsequently measures the lease liability at amortised cost using the interest
method and recognises interest expense over the lease term. The lease liability is
remeasured and the amount of remeasurement is recognised as an adjustment to the
right-of-use asset when there are changes in the lease term or lease payments and such
changes do not arise from contract modifications.

C. At the commencement date, the right-of-use asset is stated at cost comprising the
following:

(a) The amount of the initial measurement of lease liability;
(b)Any lease payments made at or before the commencement date.

The right-of-use asset is measured subsequently using the cost model and is depreciated
from the commencement date to the earlier of the end of the asset’s useful life or the end
of the lease term.When the lease liability is remeasured, the amount of remeasurement
is recognised as an adjustment to the right-of-use asset.

(15) Intangible assets

Computer software is stated at cost and amortised on a straight-line basis over its estimated
useful life of 3 to 15 years

(16) Impairment of non-financial assets

The Group assesses at each balance sheet date the recoverable amounts of those assets

where there is an indication that they are impaired. An impairment loss is recognised for

the amount by which the asset’s carrying amount exceeds its recoverable amount. The

recoverable amount is the higher of an asset’s fair value less costs to sell or value in use.

When the circumstances or reasons for recognising impairment loss for an asset in prior
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years no longer exist or diminish, the impairment loss is reversed. The increased carrying
amount due to reversal should not be more than what the depreciated or amortised
historical cost would have been if the impairment had not been recognised.

(17) Borrowings

Borrowings comprise long-term and short-term bank borrowings.Borrowings are
recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in profit or loss over the period of
the borrowings using the effective interest method.

(18) Notes and accounts payable

A.Accounts payable are liabilities for purchases of raw materials, goods or services and
note payable are those resulting from operating and non-operating activities

B.The short-term notes and accounts payable without bearing interest are subsequently
measured at initial invoice amount as the effect of discounting is immaterial.

(19) Financial liabilities at fair value through profit or loss

A Financial liabilities are classified in this category of held for trading if acquired
principally for the purpose of repurchasing in the short-term

B.At initial recognition, the Group measures the financial liabilities at fair value. All related
transaction costs are recognised in profit or loss. The Group subsequently measures
these financial liabilities at fair value with any gain or loss recognised in profit or loss.

(20) Convertible bonds payable

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

1. The embedded conversion options, call options and put options are recognised initially
at net fair value as ‘financial assets or financial liabilities at fair value through profit or
loss’. They are subsequently remeasured and stated at fair value on each balance sheet
date;the gain or loss is recognised as ‘gain or loss on valuation of financial assets or
financial liabilities at fair value through profit or loss’

2. The host contracts of bonds are initially recognised at the residual value of total issue
price less the amount of ‘inancial assets or financial liabilities at fair value through
profit or loss’as stated above. Any difference between the initial recognition and the
redemption value is accounted for as the premium or discount on bonds payable and
subsequently is amortised in profit or loss as an adjustment to the‘finance costs’over the
period of circulation using the effective interest method.

3. The conversion right embedded in the convertible corporate bonds payable issued by
the Group is in line with the definition of equity. When it is originally recognized, it is
recognized and booked in the “capital surplus - stock options” for the issuance amount
net of the aforementioned “financial assets or liabilities at fair value through profit or
loss” and “net corporate bonds payable.” Also, it will not be re-measured in the future.

4. Any transaction costs directly attributable to the issuance are allocated to each liability
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component in proportion to the initial carrying amount of each abovementioned item.

5. When bondholders exercise conversion options, the liability component of the bonds
(including bonds payable and‘financial assets or financial liabilities at fair value through
profit or loss’) shall be remeasured on the conversion date. The issuance cost of
converted common shares is the total book value of the abovementioned liability
component and ‘capital surplus—share options.

6. When the holders of corporate bonds can execute the right of puts within the next year,
the corporate bonds payable should be classified as current liabilities. The corporate
bonds payable that are without the right of put exercised after the deadline for
exercising the right of puts should be reversed to non-current liabilities.

(21) Derecognition of financial liabilities

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

(22) Offsetting financial instruments

Financial assets and liabilities are offset and reported in the net amount in the balance
sheet when there is a legally enforceable right to offset the recognised amounts and there
is an intention to settle on a net basis or realise the asset and settle the liability
simultaneously.

(23) Non-hedging derivatives

Non-hedging derivatives are initially recognised at fair value on the date a derivative
contract is entered into and recorded as financial assets or financial liabilities at fair
value through profit or loss. They are subsequently remeasured at fair value and the
gains or losses are recognised in profit or loss..

(24) Employee benefits

A. Short-term employee benefits
Short-term employee benefits are measured at the undiscounted amount of the
benefits expected to be paid in respect of service rendered by employees in a period
and should be recognised as expense in that period when the employees render
service.

B. Pension

For defined contribution plans, the contributions are recognised as pension expense
when they are due on an accrual basis. Prepaid contributions are recognised as an
asset to the extent of a cash refund or a reduction in the future payments.
C. Employees’ bonuses and directors’ remuneration

Employees’ bonuses and directors’ remuneration are recognized as expenses and
liabilities, provided that such recognition is required under legal or constructive
obligation and those amounts can be reliably estimated. Any difference between the
resolved amounts and the subsequently actual distributed amounts is accounted for as
changes in estimates. If employee compensation is paid by shares, the Group
calculates the number of shares based on the closing price at the previous day of the
board meeting resolution.

(25) Employee share-based payment

For the equity-settled share-based payment arrangements, the employee services
received are measured at the fair value of the equity instruments granted at the grant
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date, and are recognised as compensation cost over the vesting period, with a
corresponding adjustment to equity. The fair value of the equity instruments granted shall
reflect the impact of market wvesting conditions and non-vesting conditions.
Compensation cost is subject to adjustment based on the service conditions that are
expected to be satisfied and the estimates of the number of equity instruments. that are
expected to vest under the non-market vesting conditions at each balance sheet date.
Ultimately, the amount of compensation cost recognised is based on the number of
equity instruments that eventually vest.

(26) Income tax

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

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

C.Deferred tax is recognised, using the balance sheet liability method, on temporary
differences arising between the tax bases of assets and liabilities and their
carrying amounts in the consolidated balance sheet. However, the deferred tax is not
accounted for if it arises from initial recognition of goodwill or of an asset or liability
in a transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.Deferred tax is provided on
temporary differences arising on investments in subsidiaries, except where the timing
of the reversal of the temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in the foreseeable future.
Deferred tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when the
related deferred tax asset is realised or the deferred tax liability is settled.

D. Deferred tax assets are recognised only to the extent that it is probable that future
taxable profitwill be available against which the temporary differences can be utilised.
At each balance sheet date, unrecognised and recognised deferred tax assets are
reassessed.

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

A. Ordinary shares are classified as equity. Incremental costs directly attributable to the
issue of new shares or stock options are shown in equity as a deduction, net of tax,
from the proceeds.

B. When the Company repurchases the Company’s equity share capital that has been
issued, the consideration paid, including any directly attributable incremental costs
(net of income taxes) is deducted from equity attributable to the Company’s equity
holders.When such shares are subsequently reissued, the difference between their
book value and any consideration received, net of any directly attributable
incremental transaction costs and the related income tax effects, is included in equity
attributable to the Company’s equity holders.

(28) Dividends

Dividends are recorded in the Company’s financial statements in the period in which
they are resolved by the Company’s shareholders.Cash dividends are recorded as
liabilities;stock dividends are recorded as stock dividends to be distributed and are
reclassified to ordinary shares on the effective date of new shares issuance.

(29) Recognition of revenue

A. Product sales

(@)

(b)

(©)

The Group is engaged in the production and sale of sports and leisure outdoor
shoes. Sales are recognised when control of the products has transferred, being
when the products are delivered to the wholesaler, the wholesaler has full
discretion over the channel and price to sell the products, and there is no
unfulfilled obligation that could affect the wholesaler’s acceptance of the
products. Delivery occurs when the products have been shipped to the specific
location, the risks of obsolescence and loss have been transferred to the
wholesaler, and either the wholesaler has accepted the products in accordance
with the sales contract, or the Group has objective evidence that all criteria for
acceptance have been satisfied.

Part of the Group’s sales income from the sale of sports and leisure outdoor
shoes is recognized at the contract price net of the estimated sales discount. The
sales discount offered to customers is usually calculated on the basis of
cumulative sales over 12 months. The Group estimates the sales discount based
on historical experience. The income recognition amount is limited to the part
that is most unlikely to undergo a significant reverse in the future and the
amount is to be updated on each balance sheet date. The estimated sales discount
payable to customers as of the balance sheet date is recognized as a refund
liability. The payment terms for sales transactions are due within 30~120 days
after the shipment date, which is consistent with market practice. Therefore, it is
concluded that the contract does not include significant financial components.

A receivable is recognised when the goods are delivered as this is the point in
time that the consideration is unconditional because only the passage of time is
required before the payment is due.
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B. Financial components

The Group has contracts signed with customers to have the promised commodity or
service delivered and the payment made within one year or shorter; therefore, the
Group has not adjusted the transaction price to reflect the time value of money.

(30) Government grants

Government grants will be recognized at fair value when it can be reasonably assured that
the enterprise will comply with the conditions attached to the government grant and that the
grant will be received. If the nature of the government grant is to compensate the Group for
expenses incurred, the government grant will be recognized in profit and loss on a
systematic basis during the period when the related expenses are incurred. Government
grants related to property, plant, and equipment are recognized as non-current liabilities and
are recognized in profit and loss on a straight-line basis based on the estimated useful lives
of the relevant assets.

(31) Operating segment

Operating segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision maker.The Group’s chief operating decision
maker, who is responsible for allocating resources and assessing performance of the
operating segments, has been identified as the Board of Directors that makes strategic
decisions.

Critical Accounting Judgements, Estimates and Key Sources of Assumption Uncertainty

The preparation of these consolidated financial statements requires management to make critical
judgements in applying the Group’s accounting policies and make critical assumptions and
estimates concerning future events. Assumptions and estimates may differ from the actual results
and are continually evaluated and adjusted based on historical experience and other factors.Such
assumptions and estimates have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year; and the related information is
addressed below:

(1) Critical judgements in applying the Group’s accounting policies
None.
(2) Critical accounting estimates and assumptions

Evaluation of inventories

As inventories are stated at the lower of cost and net realisable value, the Group must
determine the net realisable value of inventories on balance sheet date using judgements and
estimates.Due to the rapid technology innovation, the Group evaluates the amounts of
normal inventory consumption, obsolete inventories or inventories without market selling
value on balance sheet date, and writes down the cost of inventories to the net realisable value.
Such an evaluation of inventories is principally based on the demand for the products within
the specified period in the future. Therefore, there might be material changes to the evaluation.
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6.

Explanation of Significant Accounts

(1) Cash and cash equivalents

December 31, 2020 December 31, 2019
Cash on hand and revolving funds $ 4906 $ 6,644
Checking deposits & demand deposits 1,117,222 1,055,034
Time deposits 445,700 311,796
Total $ 1,567,828  $ 1,373,474

A. The financial institutions of the Group have good credit quality, and the Group has dealings
with several financial institutions to distract credit risk; therefore, the default is almost
unlikely.

B. The Group classifies time deposits with an original maturity of more than 3 months and not
meeting short-term cash commitments as financial assets at amortized cost and presents
them under "other current assets". The amounts as of December 31, 2020, and 2019 were
NT$43,617 and NT$43,050 respectively.

C. For restricted bank deposits of the Group, refer to Note 6(7).
(2) Financial assets (liabilities) at fair value through profit or loss

Item December 31, 2020 December 31, 2019
Non-current items:
Financial assets mandatorily
measured at fair value through
profit or loss
- Listed company stock $ 9289 % 4,626
- Convertible corporate bond

redemption and sale rights - 28
Total $ 9,280 $ 4,654
Item December 31, 2020 December 31, 2019

Non-current items:
Financial liabilities mandatorily
measured at fair value through
profit or loss
- Convertible corporate bond
redemption and sale rights ($ 250) $ -

A. The convertible corporate bonds the Group held the right to redeem and sell in the year
ended December 31, 2020 and 2019, with recognized gains, were NT$122 and NT$6,099
respectively.

B. The shares of listed companies the Group held in the year ended December 31, 2020 and
2019, with recognized gains, were NT$4,663 and NT$2,772 respectively.

C. The Group has not pledged any financial assets at fair value through profit or loss.
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(3) Accounts receivable, net

December 31, 2020

December 31, 2019

Accounts receivable $ 2,275,370

Less: Allowance for impairment (

$ 2,338,138
4,820) ( 8,715)
$ 2270550 $ 2,329,423

A.The age analysis of accounts receivable is as follows:

December 31, 2020

December 31, 2019

Current $ 2,209,713 % 2,265,039
Overdue 0 to 90 days 55,215 63,904
Overdue 91 to 180 days 3,632 553
Overdue 181 to 365 days 3,650 1,805
Over 365 days past due 3,160 6,837

$ 2,275,370 % 2,338,138

The above information is based on the number of overdue days for the aging analysis.

B.The balances of accounts receivable as of December 31, 2020 and 2019 were generated by
the customer contracts. The balance of accounts receivable from the customer contracts as
of January 1, 2019 was NT$2,140,291.

C.The amount of the maximum credit risk of the Group's accounts receivables as of December
31, 2020 and 2019, regardless of the collateral or other credit enhancements held, was the
book value of each type of accounts receivables.

D. For relevant credit risk information, refer to Note 12(2).
(4)_Inventories
December 31, 2020

Allowance for
inventory market

decline and
Cost obsolescence Carrying amounts
Merchandise inventory $ 9,152 ($ 2,192) $ 6,960
Raw material 503,558 ( 38,320) 465,238
Work in process 673,418 ( 11,234) 662,184
Finished goods 1,086,168 ( 42,178) 1,043,990
Inventory in-transit 551,849 - 551,849
Total $ 2,824,145 ($ 93,924) $ 2,730,221
December 31, 2019
Allowance for
inventory market
decline and
Cost obsolescence Carrying amounts
Merchandise inventory $ 59,700 ($ 12,717) $ 46,983
Raw material 575,075 ( 46,524) 528,551
Work in process 520,857 ( 5,357) 515,500
Finished goods 719,118 ( 20,073) 699,045
Inventory in-transit 352,362 - 352,362
Total $ 2,227,112 ($ 84,671) $ 2,142,441
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The cost of inventories recognized by the Group as expenses in the current period is as
follows:

Year Ended Year Ended

December 31,2020 December 31,2019
Cost of inventories sold $ 8,954,895 $ 10,303,289
Inventory valuation losses (gain from
price recovery) 9,253 ( 81)
Inventory scrap loss 2,957 988
Stock (gain)loss ( 3,421) 10,158
Recognized as expenses ( 3,053) ( 3,129)
Effect of exchange rate changes 3,006 2,694

$ 8,963,637 $ 10,313,919

The Group recognized a reduction in the cost of goods sold due to a rebound in the net
realizable value of inventory that had been listed as loss of price for the year ended December
31, 2019.
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(5) Property, plant, and equipment

2020
Effect of

Cost Increase in the Decrease inthe  Transferinthe  exchange rate

Opening Balance period period period changes Ending Balance
Land $ 294826 % 620 $ - $ 3,051 ($ 14,882) $ 283,615
Buildings 3,536,434 165,147  ( 19,323) 462,477 ( 93,622) 4,051,113
Machinery equipment 3,066,318 332,159 ( 128,073) 82,938 ( 49,171) 3,304,171
Transport equipment 98,181 14,908 ( 4,241) ( 30,018) ( 2,054) 76,776
Office equipment 41,732 3,213 ( 4,740) 240 1,409 41,854
Others 1,315,524 168,784  ( 104,593) 44,490 16,957 1,441,162
Construction in
progress 630,715 318,491 - | 529,789) ( 22,787) 396,630

$ 8983730 $ 1,003,322 (% 260,970) $ 33,389 ($  164,150) $ 9,595,321

Effect of
Accumulated Increase in the Decrease inthe  Transferinthe  exchange rate
depreciation Opening Balance period period period changes Ending Balance
Buildings ($ 1,002,398) ($ 170,429) $ 15,681 $ - $ 4919 ($ 1,152,227)
Machinery equipment  ( 1,328,739) ( 252,006) 121,908 - | 3,327) ( 1,462,164)
Transport equipment  ( 59,332) ( 7,500) 4,241 10,394 907 ( 51,290)
Office equipment ( 35,106) ( 3,184) 4,720 - | 1,085) ( 34,655)
Others ( 830,799) ( 223,347) 102,335 ( 10,394) ( 12,012) ( 974,217)
($ 3,256,374) ($ 656,466) $ 248,885 $ - (8 10,598) ($ 3,674,553)
$ 5,727,356 $ 5,920,768
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Cost

Land

Buildings

Machinery equipment
Transport equipment
Office equipment
Others

Construction in
progress

Accumulated
depreciation
Buildings

Machinery equipment
Transport equipment
Office equipment
Others

For property, plant, and equipment provided by the Group as collateral as of December 31, 2020 and 2019, refer to Note 8.

2019

Effect of
Increase in the Decrease inthe  Transferinthe  exchange rate

Opening Balance period period period changes Ending Balance
$ 302,054 % - $ - $ - (S 7,228) $ 294,826
3,214,325 234,964 ( 425) 185,614 ( 98,044) 3,536,434
2,483,953 578,218 ( 97,565) 178,793 ( 77,081) 3,066,318
92,163 9,346 ( 668) ( 120) ( 2,540) 98,181
40,590 2,553 ( 611) 519 ( 1,319) 41,732
1,188,306 143,554  ( 30,861) 49,250 ( 34,725) 1,315,524
521,341 504,688 - 382,612) ( 12,702) 630,715
$ 7842732 $ 1,473,323 (% 130,130) $ 31,444 ($  233,639) $ 8,983,730

Effect of
Increase in the Decrease inthe  Transferinthe  exchange rate

Opening Balance period period period changes Ending Balance
($ 887,467) (% 150,389) $ 403 $ - $ 35055 ($ 1,002,398)
( 1,232,709) ( 225,742) 80,656 26 49,030 ( 1,328,739)
( 55,023) ( 6,777) 668 14 1,786  ( 59,332)
( 34,599) ( 2,332) 611 ( 26) 1,240  ( 35,106)
( 702,665) ( 186,719) 30,840 ( 14) 27,759  ( 830,799)
($ 2,912,463) ($ 571,959) $ 113,178 $ - $ 114870 ($ 3,256,374)
$ 4,930,269 $ 5,727,356
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(6) Lease arrangements - Lessee

A. The Group's leased assets include land, buildings, and official vehicles. The lease contract
usually lasts from 1 to 50 years. The lease contract is negotiated individually and contains
various terms and conditions. There are no restrictions except that the leased assets may not

be used as loan guarantees.
. The carrying amount of the right-of-use assets and the depreciation expense recognized

were as follows:
Item

Land

Buildings

Transportation Equipment
(official vehicles)

Land

Buildings

Transportation Equipment
(official vehicles)

December 31, 2020

December 31, 2019

Carrying amount

Carrying amount

595584 % 576,970

350,762 198,912

- 27

946,346 $ 775,909
Year Ended Year Ended

December 31,2020 December 31,2019

Depreciation Depreciation

22851 $ 34,568

20,613 9,482

39 165

43503 $ 44,215

C. The Group’s right-of-use assets increased NT$$280,243 and NT$$178,087 in year ended December

D.

31, 2020 and 2019 respectively.

The profit and loss item related to the lease contract is as follows:

Items affecting current profit

and loss:

Year Ended
December 31,2020

Year Ended
December 31,2019

Interest expense on lease
liability

Cost relates to short-term lease

contract

4,483

1,739

December 31, 2020 and 2019 respectively.
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3,048

1,575

. The Group’s cash flows used in leases totaled NT$64,628 and NT$75,531 in year ended



(7) Other current assets and other non-current assets

Item December 31, 2020 December 31, 2019
Current:
Financial assets at amortized cost - $
Restricted bank deposits 39,106 $ 19,805
Financial assets at amortized cost -
Time deposits 43,617 43,050
Others 81,661 35,145
Total $ 164,384 $ 98,000
Item December 31, 2020 December 31, 2019
Non-current:
Prepaid land and equipment $ 328,604 $ 57,686
Refundable deposits 2,884 4,821
Others 12,051 77,962
Total $ 343,539 $ 140,469

Note: For other current assets and other non-current assets provided by the Group as collateral
as of December 31, 2020 and 2019, refer to Note 8.

(8) Current Borrowings

Loan Type December 31, 2020 Interest rate range Collateral
Credit loans $ 1,322,960 0.597%~0.736% Note

Loan Type December 31, 2019 Interest rate range Collateral
Credit loans $ 1,669,050 0.730%~2.260% Note

Note: For property, plant, and equipment provided by the Group as collateral, refer to Note 8.
(9) Other payables

December 31, 2020 December 31, 2019
Accrued salaries $ 523,900 $ 493,937
Dividends 389,623 -
Payables on equipment 337,623 270,888
Others 140,337 115,733
Total $ 1,391,483 $ 880,558
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(10) Bonds payable

December 31, 2020 December 31, 2019
Domestic fourth unsecured
convertible corporate bonds $ - 9 71,100
Domestic fifth unsecured convertible
corporate bonds 500,000 -
Less: Discount on corporate bonds
payable ( 16,180) ( 1,320)
Total $ 483,820 $ 69,780

A. The fourth unsecured convertible corporate bonds in the Republic of China, issued by the
Board of Directors of the Company on August 6, 2018, were as follows:
(A) The conditions for issuing the fourth unsecured convertible corporate bonds of the
Company were as follows:

a.

With the approval of the competent authority, the Company raised and issued the
4th unsecured convertible corporate bonds in Taiwan, totaling NT$1,000,000, with
a par value of NT$100,000 and a coupon interest rate of 0%. The convertible
corporate bond was issued for 3 years and circulated from October 2, 2018 to
October 2, 2021. When the convertible corporate bond matures, it will be repaid in
cash at the face value of the bond. The convertible corporate bond was listed at Gre
Tai Securities Market Exchange on October 2, 2018.

. The convertible corporate bondholder may at any time request the Company for

conversion to its common stock from the next 3 months after the issuance of the
bond to the expiration date, except for the period of suspension of the transfer
according to the regulations or decrees. The rights and obligations of the
convertible corporate bondholder are the same as those of the original common
stock.

. The conversion price of the convertible corporate bond is set at NT$54.5 per share

at the time of issue, and the conversion price of the convertible corporate bond is
determined according to the prescribed model stipulated in the conversion method,
and the conversion price will be in case of the Company's anti-dilution clause. It
will be adjusted according to the model set out in the conversion method.

. Within 40 days before the convertible corporate bond is issued 2 full years, the

bondholder may require the Company to redeem the convertible corporate bond in
cash at 101.0025% of the face value of the bond.

. When the convertible corporate bond is issued 3 months from the next day to the

first 40 days after the expiration of the issuance period, the 30 consecutive business
days of the closing price of the common stock of the Company will exceed 30% of
the conversion price at that time; the Company will notify the creditors within 30
business days thereafter and withdraw the outstanding bonds in cash on the basis of
the day of recovery based on the bond value. When the convertible corporate bond
is issued 3 months, When the balance of the convertible corporate bond is less than
10% of the total issued in the first 40 days before the expiration of the issuance
period, the Company will have to withdraw all its bonds in cash at any time
thereafter based on the denomination of the bonds.

f. As per the conversion method, all of the Company's recovered (including purchased

from the Securities Merchants Business Offices), repaid or converted convertible
corporate bond will be revoked, no longer be sold or issued, and the attached
conversion rights will be revoked accordingly.
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(B) As of December 31, 2020, the convertible corporate bond of NT$100,000 was fully
converted to 19,257 thousand shares of common stock. After the issuance of the
convertible corporate bond, when the common stock issued by the Company has
increased or the Company distributes cash dividends on the common stock, the
Company should adjust the conversion price of this bond based on the ratio of current
price per share on the ex-dividend date according to the prescribed formula. The
convertible corporate bond was fully converted on October 6, 2020 and delisted on
October 14, 2020.

(C) When issuing the convertible corporate bond, the Company will, in accordance with the
International Accounting Standards No.32, separate the conversion rights of equity
from the constituent elements of the liabilities, and account for the “capital surplus -
stock options.” The balance on December 31, 2020 was NT$0. The other is the right to
buy back and sell back. According to the International Financial Reporting Standard
No. 9, because of the economic characteristics of the goods that are in debt with the
principal contract, the relationship between economic characteristics and risk is not
closely related, so it is separated and list as the net account of “financial assets or
financial liabilities at fair value through profit or loss.” The effective interest rate of the
principal contract obligation after separation is 1.066%.

B.The fifth unsecured convertible corporate bonds in the Republic of China, issued by the
Board of Directors of the Company on April 30, 2020, were as follows:

(A) The conditions for issuing the fifth unsecured convertible corporate bonds of the
Company were as follows:

a. With the approval of the competent authority, the Company raised and issued the
5th unsecured convertible corporate bonds in Taiwan, totaling NT$500,000, with a
par value of NT$100,000 and a coupon interest rate of 0%. The convertible
corporate bond was issued for 3 years and circulated from August 17, 2020 to
August 17, 2023. When the convertible corporate bond matures, it will be repaid in
cash at the face value of the bond. The convertible corporate bond was listed at Gre
Tai Securities Market Exchange on August 17, 2020.

b. The convertible corporate bondholder may at any time request the Company for
conversion to its common stock from the next 3 months after the issuance of the
bond to the expiration date, except for the period of suspension of the transfer
according to the regulations or decrees. The rights and obligations of the
convertible corporate bondholder are the same as those of the original common
stock.

c. The conversion price of the convertible corporate bond is set at NT$112 per share at
the time of issue, and the conversion price of the convertible corporate bond is
determined according to the prescribed model stipulated in the conversion method,
and the conversion price will be in case of the Company's anti-dilution clause. It
will be adjusted according to the model set out in the conversion method.

d. Within 40 days before the convertible corporate bond is issued 2 full years, the
bondholder may require the Company to redeem the convertible corporate bond in
cash at 101.0025% of the face value of the bond.

e. When the convertible corporate bond is issued 3 months from the next day to the
first 40 days after the expiration of the issuance period, the 30 consecutive business
days of the closing price of the common stock of the Company will exceed 30% of
the conversion price at that time; the Company will notify the creditors within 30
business days thereafter and withdraw the outstanding bonds in cash on the basis of
the day of recovery based on the bond value. When the convertible corporate bond
is issued 3 months, When the balance of the convertible corporate bond is less than
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10% of the total issued in the first 40 days before the expiration of the issuance
period, the Company will have to withdraw all its bonds in cash at any time
thereafter based on the denomination of the bonds.

f. As per the conversion method, all of the Company's recovered (including purchased
from the Securities Merchants Business Offices), repaid or converted convertible
corporate bond will be revoked, no longer be sold or issued, and the attached
conversion rights will be revoked accordingly.

(B) As of December 31, 2020, the convertible corporate bond of NT$500,000 was not yet
converted to the common stock. After the issuance of the convertible corporate bond,
when the common stock issued by the Company has increased or the Company
distributes cash dividends on the common stock, the Company should adjust the
conversion price of this bond based on the ratio of current price per share on the
ex-dividend date according to the prescribed formula. At present, the conversion price
for the convertible corporate bond is NT$109.9 per share.

(C) When issuing the convertible corporate bond, the Company will, in accordance with the
International Accounting Standards No.32, separate the conversion rights of equity
from the constituent elements of the liabilities, and account for the “capital surplus -
stock options.” The balance on December 31, 2020 was NT$48,201. The other is the
right to buy back and sell back. According to the International Financial Reporting
Standard No. 9, because of the economic characteristics of the goods that are in debt
with the principal contract, the relationship between economic characteristics and risk
is not closely related, so it is separated and list as the net account of “financial assets or
financial liabilities at fair value through profit or loss.” The effective interest rate of the
principal contract obligation after separation is 1.066%.

(11) Other non-current liabilities

Item December 31, 2020 December 31, 2019
Non-current:
Deferred government grants $ 120529 $ 122,016
Other non-current liabilities - others 91,516 90,326
Total $ 212,045 $ 212,342

(12) Pension

A. Since July 1, 2005, the Group’s subsidiary Capital Concord Enterprises Limited H.K.,
Taiwan Branch, and Taiwan Laya have set up a defined retirement scheme according to
the “Labor Pension Act,” which is applicable to employees of this nationality. The
Group has paid the labor pension to 6% of the monthly salary of the labor pension
system applicable to the employee's choice of the “Labor Pension Act,” the personal
accounts of the Bureau of Labor Insurance, and the payment of employees' pensions
are collected on the basis of the pensions of employees' personal pensions and the
amount of accumulated income or by a pension. As of the year ended December 31,
2020 and 2019, the pensions recognized by the Group in accordance with the above
regulations were NT$6,492 and NT$5,788 respectively.

B. In accordance with the regulations of the People's Republic of China, the Group's
second-tier subsidiaries in China set aside the pension (on May 1, 2019, the rate of
pension insurance in all provinces and cities in China was reduced to 16%) monthly at
16%~20% of the total local staff’s salaries (Sunny and Sunshine: 16%~18%; Sunsmile:
16%~19%; Fujian Laya and La Sportiva: 16%~20%). Each employee's pension is
managed and arranged by the government, and the Group is solely obliged to set aside
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the pension. As of the year ended December 31, 2020 and 2019, the pensions
recognized by the Group's second-tier subsidiaries in China in accordance with the
above regulations were NT$29,078 and NT$64,520 respectively.

C. The Group's subsidiaries, Fulgent Sun Footwear (Vietnam) and NGOC HUNG
Footwear (Vietnam), are subject to the relevant local regulations. According to the local
government regulations, the pension fund for employees' retirement pension is payable
monthly at a certain percentage of the total wage and paid to the relevant competent
authorities. The Group has no further obligation except monthly payment. As of the
year ended December 31, 2020 and 2019, the pensions recognized by the Group in
accordance with the above regulations were NT$117,296 and NT$99,022 respectively.

(13) Share-based payments

A. The Group’s share-based payment agreements for the year ended December 31, 2020
and 2019 were as follows:

Quantity .
Type of agreement Grant date (thousand Con'gract Vesju_ng
period Conditions
shares)
Share issuance reserved for . Vested
employee subscription 2020.08.04 1,500 units ~ immediately

B. The Group uses the Black-Scholes model to estimate the fair value of the stock options
in its share-based payments on the grant date. The relevant information is as follows:

Unit: NT$

. Expected Expected Risk-free Fair
plpect Gl St B oy SO Gigend et value
(Note) s Rate per unit
Equity 0.15
offeringto  2020.08.04 $105 $ 75 52.58% ' - 0.24% $30.38
employees years

Note: Expected volatility refers to the volatility of stock prices in a period of time in the
future, and is estimated based on the standard deviation of stock returns in a specific
period.

C. Expenses arising from share-based payments were as follows:

Year Ended Year Ended
December 31,2020 December 31,2019

Equity settlement $ 45,570 $ -

(14) Share capital

A. On August 6, 2018, the Company adopted a cash capital increase plan by the Board of
Directors, which issued 6,000 thousand common stock with cash capital increase and
declared to the FSC on September 7, 2018; the issue price was NT$38.5 per share, the
base date of capital increase was January 11, 2019, and the amount raised was
NT$231,000. The shares were respectively charged NT$65,886 and NT$165,114 in
December 2018 and January 2019.
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B. On April 30, 2020, the Company adopted a cash capital increase plan by the Board of
Directors, which issued 10,000 thousand common stock with cash capital increase and
declared to the FSC on June 9, 2020; the issue price was NT$75 per share, the base date
of capital increase was October 5, 2020, and the amount raised was NT$750,000. The
payments for shares were fully received on October 5, 2020.

C. On December 31, 2020, the Company's rated capital was NT$3,000,000, divided into
300 million shares; the paid-in-capital was NT$1,861,950, with the denomination of
NT$10 per share.

The adjustment made to the Company’s outstanding common stock shares at the
beginning and end of the period is as follows:

Unit: Thousand Shares

2020 2019
January 1 174,757 146,274
Cash capital increase 10,000 6,000
Conversion of convertible corporate 1,438 22483
bonds
Redemption of shares ( 660) -
December 31 185,535 174,757

D. Treasury stocks
(A) Reason for buyback and number of treasury stocks bought back:

December 31, 2020
Number of Shares
Shareholder Reason for Buyback (in Thousands) Carrying Amount
The Company Transfer to employees 660 $ 57,583

(B) According to the Securities and Exchange Act, the number of shares bought back
under shall not exceed 10% of the total number of issued and outstanding shares of
the Company. The total amount of the shares bought back shall not exceed the
amount of retained earnings plus premium on capital stock plus realized capital
surplus.

(C) According to the Securities and Exchange Act, treasury stocks held by the Company
shall not be pledged; before the transfer, the shareholder's rights shall not be
enjoyed.

(D) According to the Securities and Exchange Act, the shares bought back by the
Company shall be transferred to employees within 5 years from the date of buyback.
The shares not transferred within the said time limit shall be deemed as not issued
by the Company, and amendment registration shall be processed for cancellation.
Where the buyback is required to maintain the company's credit and shareholders'
rights and interests, amendment registration for cancellation shall be effected within
six months from the date of buyback.

(15) Capital surplus

A. According to the Company Act, the excess of the income from the issuance of shares in
excess of the coupon amount and the capital surplus of the received gift shall, in
addition to being used to make up for the loss, be issued to new shares or cash in
proportion to the original shares of the shareholders when the Company has no
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accumulated losses. In accordance with the relevant provisions of the Securities and
Exchange Act, the above capital surplus is limited to 10% of the total amount of
paid-in-capital. The Company shall not use the capital surplus to make good its capital
loss unless the surplus reserve is insufficient to make good such loss.

B. The changes in capital surplus were as follows:

2020
Issue Premium  Stock Options Others Total
January 1 $ 4,457,016 $ 2,110 $ 546 $ 4,459,672
Cash capital increase 692,844 - - 692,844

Due to recognition of
equity component of
convertible bonds issued - 48,201 - 48,201

Convertible corporate
bonds converted to

common stocks 57,737 ( 2,110) - 55,627
December 31 $ 5207597 $ 48201  $ 546 $ 5,256,344
2019
Issue Premium  Stock Options Others Total
January 1 $ 3330877 $ 45,886 $ 357 $ 3,377,120
Cash capital increase 176,158 ( 7,731) - 168,427

Convertible corporate
bonds converted to

common stocks 949,981 ( 35,856) - 914,125
Reversal of invalid

stock options - 189) 189 -
December 31 $ 4457016 $ 2110  $ 546 $ 4,459,672

(16) Retained earnings

A. In the shareholders’ meeting held on June 12, 2020, the Company passed a resolution to
amend the Articles of Incorporation, stipulating that the Company may, at the end of
each semi-fiscal year, distribute earnings in the form of stock dividends upon
supermajority resolution in the shareholders’ meeting or in the form of cash dividends
upon the Board of Directors’ resolution. In accordance with the amended Articles of
Incorporation, the Company shall (1) first make up the loss over the years, set aside a
legal surplus reserve at 10% of the remaining earnings until the accumulated legal
surplus reserve equals the Company's paid-in-capital; (2) set aside a special surplus
reserve in accordance with the rules of the public offering company or at the request of
the competent authority; and (3) may set aside less than 3% of the remaining earnings
as directors’ remuneration and less than 3% of the remaining profits as bonuses to the
employees of the Company and subsidiaries.

B. When the Company's earnings are distributed, dividends distributed to shareholders
should not be less than the balance of the remaining earnings net of 20% of the amounts
in the preceding (1) (2), wherein the cash dividend issued should not be less than 20%
of the dividends.

C. In accordance with the Articles of Incorporation, the Company shall not distribute
dividends or assign dividends or other assignments in respect of the realized or
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unrealized benefits of the Company, the premium account for the issuance of shares, or
other payments permitted by the Cayman Company Act; provided that the legal surplus
reserve is more than 25% of paid-in-capital, only the legal surplus reserve shall be
accumulated as the above allocation and shall be limited to the portion of the legal
surplus reserve in excess of 25% of the paid-in-capital.

D. (A) When the Company distributes earnings, it should make special surplus reserve
accumulated in respect of the debit balance of other equity on the balance sheet date
in accordance with the provisions of the laws. When the debit balance of
subsequent other equity is reversed, the amount reversed may be included in the
earnings available for distribution.

(B) Upon the first application of the IFRSs, a special surplus reserve set aside in letter
No. 1010012865 issued by the FSC on April 6, 2012 is to be reversed when the
Company subsequently uses, disposes of or reclassifies the related assets.

E.The appropriations of earnings for 2019 and 2018 which have been resolved in the
shareholders' meeting on June 12, 2020 and June 12, 2019 respectively, were as follows:

2019 2018
Dividends per Dividends per
Amount share (NT$) Amount share (NT$)
Legal surplus reserve $ 127,920 $ 74,300
Special surplus reserve $ 262,634 ($ 25,593)
Cash dividends $ 963,059 $ 5.5 $ 588,178 $ 3.68

Regarding the dividends per share on the distribution of earnings for the year ended
December 31, 2019 and 2018, the Company converted the convertible corporate bonds
and did not transfer the redeemed treasury stocks to employees, the Board of Directors
resolved on June 12, 2020 and June 12, 2019 to authorize the Chairman to adjust the
dividend rate to NT$5.52 and NT$3.63 respectively.

F. The appropriations of interim earnings for 2020 which have been resolved by the Board
of Directors, were as follows:

For the second half year of 2020  For the first half year of 2020

Board resolution date February 26, 2021 December 28, 2020

Legal surplus reserve $ 37,151 $ 52,606
Special surplus reserve ($ 15,441) $ 169,454
Cash dividends $ 315,410 $ 389,623
Dividends per share (NT$) 3 170 $ 2.10

In accordance with the FSC Letter N0.1010012865 dated April 6, 2012, for the net
deduction to other shareholders' equity, the special surplus reserve of the same amount
that is set aside from profit or loss and undistributed earnings should not be distributed:;
however, the Company has set aside special surplus reserve upon the first application of
the IFRSs, and should therefore set aside a special surplus reserve to make up the
difference between the amount already set aside and the net deduction to other
shareholders' equity.

Before the record date of the appropriations of interim earnings for 2020, if the number
of outstanding shares is affected by the conversion of convertible corporate bonds, the
issuance of restricted stock for employees, or other factors, resulting in a change in
shareholders’ dividends and a need for modification, it should be reported to the Board
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of Directors, which should authorize the Chairman to act at his/her own discretion.

For more information on the distribution of earnings proposed by the Board of Directors
and resolved in the shareholders' meeting, refer to the “Market Observation Post
System” of Taiwan Stock Exchange Corporation.

(17) Operating revenue

Year Ended Year Ended
December 31,2020 December 31,2019
Revenue from Contracts with Customers $ 11345641 $ 12,842,525

A. Breakdown of customer contract income

The income of the Group originates from the transfer of goods at a certain point. Income
can be broken down according to the type of business. For relevant information, refer to
Note 14(2).

B. Contract liabilities

The contract liabilities related to customer contract income recognized by the Group
were as follows:

December 31, 2020 December 31, 2019 January 1, 2019

Contract liability

Sales revenue received
in advance $ 52,618 $ 28538 $ 27,619

Opening contract liabilities - income recognized in the current period:

Year Ended Year Ended
December 31, 2020 December 31, 2019
Opening contract liabilities - income recognized in the
current period
- Sales revenue received in advance $ 27,506 $ 27,619

(18) Interest revenue

Year Ended Year Ended
December 31, 2020 December 31, 2019
Interest on bank deposits $ 9,727 $ 10,529
(19) Other revenue
Year Ended Year Ended
December 31, 2020 December 31, 2019
Government grants $ 12,890 $ 21,057
Other revenue - others 51,596 41,979
$ 64,486 $ 63,036
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(20) Other gains and losses

Year Ended Year Ended
December 31, 2020 December 31, 2019
Losses on disposal of
property, plant, and equipment ($ 8,041) (% 8,861)
Foreign exchange (loss) gain  ( 250,516) 29,200
Gain on financial assets and
liabilities measured at fair
value through profit and loss 4,785 8,871
Other losses ( 19,588) ( 12,801)
($ 273,360) $ 16,409
(21) Finance costs
Year Ended Year Ended
December 31, 2020 December 31, 2019
Bank borrowing 3 17,821 % 24,646
Convertible bonds 2,650 7,086
Lease liabilities 4,483 3,048
$ 24954 $ 34,780
(22) Expenses expressed by Nature
Year Ended Year Ended
December 31, 2020 December 31, 2019
Employee benefits
Salary $ 3,602,599 $ 3,741,322
Labor and health
insurance 107,222 117,250
Pension 152,866 169,330
Others 72,812 71,280
3,935,499 4,099,182
Depreciation 699,969 616,174
Amortization 33,104 39,051
$ 4,668,572 $ 4,754,407

A. According to the Articles of Incorporation, the Company may allocate a surplus not
exceeding 3% of the remaining surplus as the directors’ remuneration and 3% of the
remaining profits as employees’ bonuses for the employees of the Company and
subsidiaries.

B. The employee bonus estimates of the Company in the year ended December 31,
2020 and 2019 were both NT$10,000, and the director remuneration estimates were
both NT$10,000 The above amounts were accounted for as operating expenses. The
above employees’ bonuses and directors' remuneration are assessed on the basis of
the ratio set out in the Articles of Incorporation, taking into account such factors as
net income as of the current period after consideration of the legal surplus reserve.

The employees' bonuses and directors' remuneration for the year ended December 31,
2019 approved by the Board of Directors are consistent with those recognized in the
financial statements for the year ended December 31, 2019.

164



Information on employees’ bonuses and directors' remuneration approved by the
Board of Directors is available on the MOPS.

(23) Income tax
A. Income tax expenses

(A) Components of income tax expenses:

Year Ended Year Ended
December 31, 2020  December 31, 2019

Current income tax:

Income tax on current income $ 182,644 $ 231,683
Overestimated income tax in prior periods  ( 13,259) ( 1,773)
Total current income tax 169,385 229,910

Deferred income tax:
Generation and reversal of temporary

differences ( 15,913) 5,748
Total deferred income tax ( 15,913) 5,748
Income tax expenses $ 153,472 % 235,658

(B) Relationship between income tax expenses and accounting profits:

Year Ended Year Ended
December 31, 2020  December 31, 2019

Income tax on income before income tax at

statutory tax rate (Note) $ 218,089 $ 431,146
Income tax effect of items removed

according to law 11,957 17,719
Tax-free income under the Income Tax Act  ( 74,529) ( 209,512)
Overestimated income tax in previous

periods ( 13,259) ( 1,773)
Income tax effect of unrecognized deferred

income tax assets and liabilities 11,214 ( 1,922)
Income tax expenses $ 153,472  $ 235,658

Note: The statutory tax rate is calculated based on the applicable tax rate of the
country where the income is generated.
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C. The amount of deferred income tax assets or liabilities arising from temporary
differences and tax losses were as follows:

Year Ended December 31, 2020
Recognized in
profit and loss

January 1 (Note) December 31

Temporary difference:
- Deferred income tax assets

Allowance for inventory

market decline and

obsolescence $ 12,795 ($ 5114) % 7,681

Loss deduction 2,997 3,145 6,142

Deferred income after tax 27,188 ( 2,466) 24,722

Others 12,040 19,153 31,193
Subtotal $ 55,020 $ 14718 $ 69,738
- Deferred income tax

liabilities

Others ($ 1,981) $ 1,195 ($ 786)
Subtotal ($ 1,981) $ 1,195 ($ 786)

Year Ended December 31, 2019
Recognized in
profit and loss

January 1 (Note) December 31

Temporary difference:
- Deferred income tax assets

Allowance for inventory

market decline and

obsolescence $ 15,045 ($ 2250) $ 12,795

Loss deduction 9,312 ( 6,315) 2,997

Deferred income after tax 30,286 ( 3,098) 27,188

Others 5,089 6,951 12,040
Subtotal $ 59,732 ($ 4,712) $ 55,020
- Deferred income tax

liabilities

Others ($ 945) ($ 1,036) ($ 1,981)
Subtotal ($ 945) ($ 1,036) ($ 1,981)

Note: The effect of tax rate changes is included.

D. The Company did not recognize deferred income tax liabilities for taxable temporary
differences related to the investments of certain subsidiaries. The temporary
differences of unrecognized deferred income tax liabilities as of December 31, 2020
and 2019 were NT$2,642,829 and NT$2,404,033 respectively.

E. The profit-seeking enterprise income tax returns of Capital Concord Enterprises
Limited (H.K.), Taiwan Branch and Laya Max Trading Co., Ltd. for the year ended
December 31, 2018 have been approved by the tax authorities.
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(24) Earnings per share

Year Ended December 31, 2020

Weighted average
number of shares in
circulation (thousand  Earnings per
After-tax amount shares) share (NT$)

Basic earnings per share
Net income attributable to owners
of the parent company $ 897,575 177,369 $ 5.06
Diluted earnings per share
Net income attributable to owners

of the parent company 897,575 177,369
Effect of dilutive potential ordinary

shares

Convertible corporate bonds 2,649 2,386

Employee bonus - 136

Net income attributable to owners
of the parent company & effect
of potential ordinary shares $ 900,224 179,891 $ 5.00

Year Ended December 31, 2019

Weighted average
number of shares in
circulation (thousand  Earnings per
After-tax amount shares) share (NT$)

Basic earnings per share
Net income attributable to owners
of the parent company 3 1,279,195 163,819 $ 7.81

Diluted earnings per share
Net income attributable to owners

of the parent company 1,279,195 163,819
Effect of dilutive potential ordinary

shares

Convertible corporate bonds 7,086 12,077

Employee bonus - 144

Net income attributable to owners
of the parent company & effect
of potential ordinary shares $ 1,286,281 176,040 $ 7.31
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(25) Supplementary information on cash flows

A. Investing activities with partial cash payments:

Year Ended Year Ended
December 31, 2020 December 31, 2019

Additions to property, plant and

equipment $ 1,036,711 $ 1,504,767
Less: Prepayments for land and

equipment, beginning of period ( 57,686) ( 52,090)
Add: Prepayments for land and

equipment, end of period 328,604 57,686
Add: Payables on equipment,

beginning of period 270,888 267,378
Less: Payables on equipment,

end of period ( 337,623) ( 270,888)
Cash paid $ 1,240,894 $ 1,506,853

B. Financing activities that do not affect cash flows:

Year Ended Year Ended
December 31, 2020 December 31, 2019
Share capital converted from
convertible corporate bonds $ 14384  $ 224,831

(26) Changes in liabilities from financing activities

Convertible  Total Liabilities

Short-term Lease Corporate  from Financing
Loans Liabilities Bonds Activities

January 1, 2020 $ 1669050 $ 362261 $ 69,780 $ 2,101,091
Changes in cash flows
from financing ( 272,559) ( 61,461) 532,744 198,724
Other non-cash changes - 248,655 (  118,704) 129,951
Effects of exchange rate
changes ( 73,531) ( 21,736) - 95,267)
December 31, 2020 $ 1322960 $ 527,719 $ 483820 $ 2,334,499

168



Long and short Convertible  Total Liabilities

term loans and Lease corporate  from Financing
short-term notes  Liabilities bonds (note) Activities
January 1, 2019 $ 1,087,264 $ - $1207520 $ 2,294,784
First application of IFRS
impact - 235,140 - 235,140
Changes in cash flows
from financing 608,837 ( 50,729) ( 5,300) 552,808
Other non-cash flows - 181,135 ( 1,132,440) ( 951,305)
Effects of exchange rate
changes ( 27,051) ( 3,285) - 30,336)
December 31, 2019 $ 1669050 $ 362261 $ 69,780 $ 2,101,091

Note: The portion due within one year is included.

Related Party Transactions

Key management compensation

Year Ended Year Ended
December 31, 2020 December 31, 2019
Short-term employee benefits  $ 44493 $ 68,427
Share-based payment 12,334 -
Total $ 56,827 $ 68,427

Pledged Assets

Carrying amounts

Assets December 31, 2020 December 31, 2019 Guarantee use
Land $ 101,818 $ 107,181 Short-term loans
Buildings 154,051 166,612 Short-term loans

Financial assets at amortized
cost (recognized in other

current assets and other Performance bond for
non-current assets) 40,850 20,208 power supply contract
Refundable deposits
(recognized in other Deposits for leased
non-current assets) 2,884 4,821 land and other

$ 299,603 $ 298,822
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9.

10.

11.

12.

Significant Contingent Liabilities and Unrecognized Contractual Commitments

Commitments

(1) Capital expenditures contracted but not yet incurred:

Contract Price

December 31, 2020 December 31, 2019

Property, plant and equipment $ 1,158,583 $ 991,045
Unpaid Price

December 31, 2020 December 31, 2019

Property, plant and equipment $ 630,024  $ 451,630
(2) Outstanding letters of credit:

December 31, 2020 December 31, 2019

Outstanding letters of credit $ 35,485 $ 16,548

Significant Disaster Losses

None.

Significant Events after the End of the Reporting Period
None.
Others

(1) Capital management

Based on the characteristics of the current industry and the future development of the
Company, and considering factors such as changes in the external environment, the Group
plans for the working capital, research and development expenses, and dividends needed in
the future to ensure that the Group can continue to operate, provide feedback to
shareholders, take into account the interests of other stakeholders, and maintain the best
capital structure to enhance shareholders’ value in the long run. In order to maintain or
adjust the capital structure, the Group may adjust the dividend amount paid to shareholders,
issue new shares, return cash to shareholders, or buy back shares of the Group.

The Group monitors funds by reviewing the asset-liability ratio periodically. The Group’s
capital is the “total equity” shown in the balance sheet, which is also equal to the “total
assets less the total liabilities.” The Group’s asset-liability ratio as of December 31, 2020
and 2019 is as follows:
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December 31, 2020 December 31, 2019

Total liabilities $ 5,834,740 $ 4,715,457
Total assets $ 14,350,057 $ 12,989,167
Debt ratio 40.66% 36.30%

(2) Financial instruments

A. Categories of financial instruments
December 31, 2020  December 31, 2019

Financial Assets
Financial assets at fair value through
profit and loss
Financial assets mandatorily
measured at fair value through
profit or loss $ 9,289 $ 4,626
Financial assets designated as
measured at fair value through
profit or loss - 28
Financial assets mandatorily
measured at fair value through
profit or loss $ 9,289 $ 4,654
Financial assets/loans and
receivables measured at
amortized cost

Cash and cash equivalents $ 1,567,828 $ 1,373,474
Accounts receivable 2,270,550 2,329,423
Other receivables 184,911 222,416
Financial assets at amortized cost
- current 82,723 62,855
Refundable deposits 2,884 4,821
Financial assets at amortized cost
- hon-current 1,744 403
$ 4,110,640 $ 3,993,392

Financial Liabilities
Financial liabilities at fair value
through profit and loss
Financial liabilities designated as
measured at fair value through
profit or loss $ 250 $ -
Financial liabilities measured at
amortized cost

Short-term loans $ 1,322,960 $ 1,669,050
Accounts payable 1,666,662 1,393,220
Other payables 1,391,483 880,558
Corporate bonds payable 483,820 69,780

$ 4,864,925 $ 4,012,608

Lease liabilities ( current and
non-current) $ 527,719 $ 362,261
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B. Risk management policy

(A) The Group’s financial risk management objectives are to manage exchange rate risk,
price risk, interest rate risk, credit risk and liquidity risk related to its operating
activities. In order to minimize the relevant financial risks, the Group strives to
identify, assess, and avoid market uncertainties, so as to minimize the potential
adverse effects on the financial performance of the Company.

(B) The Group's important financial activities are reviewed by the Board of Directors
and the Audit Committee according to relevant regulations and the internal control
system. During the implementation of the financial plan, the Group must comply
with the relevant financial operations procedures in relation to the overall financial
risk management and segregation of duties.

C. Nature and degree of significant financial risks

(A) Market risk
Exchange rate risk

a. The Group is a multinational operation and is exposed to exchange rate risk
arising from transactions with different functional currencies by the Company
and its subsidiaries, which are mainly the USD and RMB, and partially the
Vietnamese Dong. The relevant exchange rate risk arises from future commercial
transactions, recognized assets and liabilities, and net investments in foreign
operations.

b. To avoid the decrease in foreign currency assets and future fluctuations in cash
flows caused by exchange rate movements, the Group uses derivative financial
instruments to hedge the exchange rate risk. This kind of derivative financial
instrument can be used to assist the Group in reducing but not entirely
eliminating the impact of foreign currency exchange rate movements.

c. The Group’s business involves the use of various non-functional currencies (the
Company and some subsidiaries’ functional currency is NTD, whereas some
subsidiaries’ functional currencies are RMB, USD, and VND); as a consequence,
it is subject to exchange rates fluctuation. Assets and liabilities that are
denominated in foreign currencies and significantly affected by the exchange
rates fluctuation and market risk were as follows:
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(Foreign currency:
functional currency)

Financial Assets
Monetary items
USD: RMB
RMB: USD
Financial Liabilities
Monetary items
USD: RMB
NTD: USD

(Foreign currency:
functional currency)

Financial Assets
Monetary items
USD: RMB
RMB: USD
Financial Liabilities
Monetary items
USD: RMB
NTD: USD

December 31, 2020

Sensitivity Analysis

Impact on Other

Foreign currency Exchange Carrying Range of  Impact on Profit Comprehensive
(in thousands) rate amount change and Loss Income
$ 13,649 6.5295 $ 388,726 5% $ 19,436 $ -
55,307 0.1532 241,236 5% 12,062 -
$ 289 6.5295 $ 8,220 5% $ 411  $ -
1,049,304 0.0351 1,049,304 5% 52,465 -

December 31, 2019
Sensitivity Analysis

Impact on Other

Foreign currency Exchange Carrying Range of  Impact on Profit Comprehensive
(in thousands) rate amount change and Loss Income
$ 11,256 6.9640 $ 337,460 5% $ 16,873 % -
55,123 0.1436 237,303 5% 11,865 -
$ 1,461 6.9640 $ 43,803 5% $ 2,190 $ -
1,055,417 0.0334 1,055,417 5% 52,771 -
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d. The Group's monetary items were significantly impacted by the exchange rate
changes, and the total exchange gains and (losses) (including realized and
unrealized) for the year ended December 31, 2020 and 2019 were NT$(250,516)
and NT$29,200 respectively.

Price risk

a. The Group's equity instruments exposed to price risk are financial assets at fair
value through profit or loss. To manage the price risk of investment in equity
instruments, the Group diversifies its portfolio based on the limits set by the
Group.

b. The Group’s investments in equity instruments comprise domestic publicly
quoted entities, and the prices of these equity instruments are affected by
uncertainties in the future value of the investment targets. If the prices of these
equity instruments were 5% higher or lower, with all other variables held
constant, the Group’s net income for the year ended December 31, 2020 and
2019 from gains or losses on equity instruments mandatorily measured at fair
value through profit or loss would have increased or decreased NT$464 and
NT$231 respectively.

Cash flow and fair value interest rate risk

a. The Group's interest rate risk arises primarily from the short-term loans,
short-term notes payable, and long-term loans issued at floating rates, which
exposes the Group to the cash flow interest rate risk. In the year ended
December 31, 2020 and 2019, the Group's loans issued at floating rates were
mainly denominated in NTD and USD.

b. The Group's loans are measured at amortized cost and re-priced based on the
contractual interest rates, which expose the Group to the risk of changes in future
market interest rates.

c. If the loan interest rate increased or decreased 0.1%, with all other variables held
constant, net income for the year ended December 31, 2020 and 2019 would
have decreased or increased NT$1,058 and NT$1,334 respectively, due to the
changes in interest expenses caused by the loans issued at floating rates.

(B) Credit risk

a. The Group's credit risk is primarily attributable to the Group's financial loss from
customers’ or financial instruments' counterparties’ failure to fulfill contractual
obligations. The main reason is that the counterparties are unable to settle the
accounts receivable per payment terms.

b. The Group has established a management and credit risk analysis for each new
customer, before making the payment and delivery of the Company's individual
business within the stipulated payment and delivery of delivery policies
according to the internal defined credit policy. The internal risk control is
evaluated by considering its financial situation, past experience and other factors
to assess the credit quality of customers. The limits of individual risks are
formulated by the Board of Directors based on internal or external ratings, and
the utilization of credit line is regularly monitored. The main credit risks come
from cash and cash equivalents, derivative financial instruments, deposits at
banks and financial institutions, as well as credit risks from customers, including
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uncollected accounts receivable. For banks and financial institutions, only
institutions with good credit ratings will be accepted as trading partners.

c. The Group adopts the IFRS 9 to provide the following assumptions whether the
credit risk of financial instruments has increased significantly since their initial
recognition:

When the contract payments are overdue for more than 30 days according to the
agreed payment terms, the credit risk is increased significantly since the
financial assets are initially recognized.

d. When the investment target for the independent credit rating has been lower for
two grades, the Group will determine that the credit risk of the investment target
Is increased significantly.

e. Based on the internally specified accounting policies of the Group, it is deemed
as a breach of contract when the contractual payments are overdue for more than
365 days in accordance with stipulated payment terms.

f. The Group has classified customers' accounts receivable on the characteristics of
customers' ratings and adopts a simplified approach to estimate expected credit
losses based on the reserve matrix.

g. After recourse procedures, the Group writes off the recoverable financial assets
that cannot be reasonably expected; nonetheless, the Group will keep legal
recourse to secure its creditor’s rights The group had no creditors' rights that had
been written off but still could be recourse as of December 31, 2020 and 2019.

h. The Group adjusts the loss rate established on the history of certain periods and
current information for prospective considerations to estimate the loss allowance
for accounts receivable. The reserve matrixes as of December 31, 2020 and 2019
were as follows:

Allowance for

Expected Loss Total Carrying

December 31, 2020 Rate Amount Loss
Current 0.00% $ 2,209,713  $ -
Overdue 0 to 90 days 0.85% 55,215 471
Overdue 91 to 180 days 5.95% 3,632 216
Overdue 181 to 365 days 26.66% 3,650 973
Over 365 days past due 100.00% 3,160 3,160
Total $ 2,275,370 % 4,820

Expected Loss Total Carrying Allowance for

December 31, 2019 Rate Amount Loss
Current 0.00% $ 2,265,039 $ -
Overdue 0 to 90 days 1.05% 63,904 674
Overdue 91 to 180 days 15.01% 553 83
Overdue 181 to 365 days 62.11% 1,805 1,121
Over 365 days past due 100.00% 6,837 6,837
Total $ 2,338,138 % 8,715

175




i. Changes in the loss allowance for accounts receivables using the simplified
approach are stated as follows:

2020
Accounts receivable
January 1 $ 8,715
Reversal of impairment loss ( 3,770)
Effect of exchange rate changes ( 125)
December 31 $ 4,820
2019
Accounts receivable
January 1 $ 3,630
Impairment loss 5,383
Effect of exchange rate changes ( 298)
December 31 $ 8,715

j. The Group’s financial assets at amortized cost are time deposits and restricted
deposits with an original maturity of more than 3 months, which are measured
per “12 months.” The expected loss rate was small, so the loss allowances as of
December 31, 2020 and 2019 were both NT$O0.

(C) Liquidity risk

a. The cash flow forecast is performed by each operating entity of the Group and
compiled by the Group's treasury. The Group's treasury monitors rolling
forecasts of the Group’s liquidity requirements to ensure it has sufficient cash to
meet operational needs while maintaining sufficient headroom on its undrawn
committed borrowing facilities at all times.

b. The Group's treasury invests surplus cash in interest-bearing demand deposits
and time deposits, choosing instruments with appropriate maturities or sufficient
liquidity to provide sufficient headroom as determined by the aforementioned
forecasts.

c. As of December 31, 2020 and 2019, the Group had unused borrowing facilities of
NT$3,776,320 and NT$3,218,810 respectively.

d. The following table is the Group's non-derivative financial liabilities, classified
according to the relevant maturity date; the non-derivative financial liabilities are
analyzed based on the remaining period from the balance sheet date to the
contract maturity date; the derivative financial liabilities are analyzed based on
the remaining period from the balance sheet date to the expected maturity date;
the amounts of contractual cash flows disclosed in the following table are the
undiscounted amount.
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Non-derivative financial liabilities:

December 31, 2020 Lenisc;ﬂﬁz ° ;13?1&125 lto2years 2tob5 years MO;%;?sa "o
Short-term loans $1,143,613 $180,888 $ - $ - $ -
Accounts payable 1,666,662 - - - -
Other payables 1,342,832 48,651 - - -
Corporate bonds payable - - - 500,000 -
Lease liabilities 13,864 14,165 19,110 57,289 455,181
December 31, 2019 Ler:\?)mﬁz ° r711(t3(?1t1hzs 1to2years 2tob5 years MO;%Q?? "
Short-term loans $1,657,315 $30,288 $ - $ - $ -
Accounts payable 1,393,220 - - - -
Other payables 858,145 22,413 - - -
Corporate bonds payable - - 71,100 - -
Lease liabilities 19,979 12,481 28,410 64,887 263,826

(3)Fair value information

A. The levels of evaluation techniques used to measure the fair value of financial and
non-financial instruments are defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date. An active market is a
market in which transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on an
ongoing basis. The fair value of the Company’s investment in listed stocks is
included in Level 1.

Level 2: Direct or indirect observable input value of assets or liabilities, except for
quotations in Level 1. The fair value of derivatives invested by the Group is at
this level.

Level 3: Unobservable inputs value of assets or liabilities. Convertible corporate bonds
invested by the Group are included in Level 3.

B. Financial instruments not measured at fair value

(A) The carrying amounts of cash and cash equivalents, notes receivable, accounts
receivable, other receivables, short-term loans, short-term notes payable, notes
payable, accounts payable, and other payables are a reasonable approximation of
their fair values (except those stated in the following table). The interest rate of
long-term loans (including those overdue within one year or one operating cycle) is
close to the market interest rate; therefore, the carrying amount should be a
reasonable basis for estimating fair value:
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December 31, 2020

Carrying amount Fair Value Level 3
Bonds payable $ 483,820 $ 487,857

December 31, 2019

Carrying amount Fair Value Level 3
Bonds payable $ 69,780 $ 70,087

(B) The methods and assumptions used to estimate fair value were as follows:
Convertible bonds payable: The coupon rate of convertible corporate bonds issued
by the Group is similar to the market rate, so the fair value is measured at the
discounted value of expected cash flows, which is equivalent to the carrying
amount.

C. The Group categorizes financial and non-financial instruments measured at fair value on
the basis of the nature, characteristics, risks, and fair value of the assets and liabilities.

The related information is as follows:

December 31, 2020 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value

Financial assets at fair value
through profit and loss

- Listed company stock $ 9,289 $ - $ - $ 9,289
Liabilities
Recurring fair value

Financial assets at fair value
through profit and loss
- Redemption right of
convertible corporate bonds ~ $ - $ - (8 250) ($ 250)

December 31, 2019 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value

Financial assets at fair value
through profit and loss
- Listed company stock $ 4626 $ - $ - % 4,626
- Redemption right of
convertible bonds i i 28 28

Total $ 4,626 $ - $ 28 % 4,654

D. The methods and assumptions the Group used to measure fair value were as below:

(A) For the Level 1 instruments which the Group uses market quoted prices as their fair
values and which are listed stocks by characteristics, their closing prices are used as
market quoted prices.
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(B) The cash flow expected to be received by the corporate bonds payable according to
the underlying assets are measured by the discounted present value of the market
interest rate at the balance sheet date.

E. There was no transfer between Level 1 and Level 2 between the year ended December

31, 2020 and 2019.

F. The following table shows the changes in Level 3 in the year ended December 31, 2020
and 2019:

2020 2019
Non-derivative Non-derivative
equity instruments equity instruments

January 1 $ 28 (% 5,500)
Gains or losses recognized in profit or loss

(Note) 122 6,099
Current conversion ( 150) ( 571)
Current issuance ( 250) -
December 31 ($ 250) $ 28

Note: Recognized in other gains and losses.

G. Evaluation process regarding fair value Level 3 is conducted by the Group's treasury, by
which the independence of fair value of financial instruments is verified through use of
independent data source in order that such valuation results are close to market
conditions, and that the data source is independent, reliable, consistent with other
resources, and representative of the exercisable price. In addition, multiple actions are
regularly taken to ensure the reasonableness of the fair value valuation, e.g., calibrating
the valuation model, conducting retrospective testing, updating the inputs and data for
the valuation model, and making any necessary fair value adjustments.

H. Below states the quantitative information about the significant unobservable inputs of
the valuation model used in the measurements categorized within Level 3 of the fair
value hierarchy, as well as the sensitivity analysis of changes in significant unobservable
inputs:

Fair Value as Interval  Relationship
of December Evaluation Significant (Weighted between Input
31, 2020 Technique Unobservable Input  Average) and Fair Value

Hybrid instruments:
The higher the

Redemption right of Binomial tree - 0 volatility, the
corporate bonds @ 250) evaluation model Volatility 51.07% higher the fair
value.

Fair Value as Interval Relationship

of December Evaluation Significant (Weighted between Input

31, 2020 Technique Unobservable Input  Average) and Fair Value

Hybrid instruments:

The higher the

Redemption right of $ 28 Binomial tree Volatility 33.34% volatility, the

corporate bonds evaluation model higher the fair

value.
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13.

I. The evaluation models and parameters chosen by the Group after careful evaluation may
lead to different results when different evaluation models or parameters are used. For
financial assets and liabilities classified as Level 3, if the evaluation parameters change,
the impact on current profits and losses were as follows:

December 31, 2020

Recognized in Profit or Loss

Favorable Unfavorable
Input value Change change change
Financial Liabilities
Hybrid instruments  \olatility +5% $ 150 ($ 250)

December 31, 2019
Recognized in Profit or Loss

Favorable Unfavorable
Input value Change change change
Financial Liabilities
Hybrid instruments  Volatility +5% $ 21 ($ 21)

Supplementary Disclosures

(1) Information on significant transactions

A. Loans to Others: Refer to Appendix 1.
B. Provision of Endorsements and Guarantees to Others: Refer to Appendix 2.

C. Holding of Marketable Securities (Not Including Subsidiaries, Associates, and Joint
Ventures): Refer to Appendix 3.

D. Accumulated Acquisition or Disposal of the Same Securities Reaching NT$300 Million
or 20% of Paid-in Capital or More: None.

E. Acquisition of Real Estate Reaching NT$300 Million or 20% of Paid-in Capital or More:
None.

F. Disposal of Real Estate Reaching NT$300 Million or 20% of Paid-in Capital or More:
None.

G. Purchases or Sales of Goods from or to Related Parties Reaching NT$100 Million or
20% of Paid-in Capital or More: Refer to Appendix 4.

H. Receivables from Related Parties Reaching NT$100 Million or 20% of Paid-in Capital
or More: Refer to Appendix 5.

I. Derivatives transactions: None.

J. Parent-subsidiary and Subsidiary-subsidiary Business Relations and Significant
Transactions and Amounts Thereof: Refer to Appendix 6.

(2) Information on reinvested business

Information on Invested Companies (Not Including Investee Companies in Mainland
China): Refer to Appendix 7.

(3) Information on investments in China

A. Basic Information: Refer to Appendix 8.
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B. Significant Transactions with Investee Companies in Mainland China Directly or
Indirectly through Entities in a Third Area: Refer to Note 13(1).

(4) Information on major shareholders
Information on Major Shareholders: Refer to Appendix 9.

14. Segment Information

(1) General information

The principal business of the Company and subsidiaries is the production and sale of sports
and leisure outdoor shoes. The Group's Board of Directors is the operating decision maker,
which allocates resources and assesses the performance of the Group as a whole. The
Group's management has identified the operating segments based on the reports reviewed
by the Board of Directors that are used to make decisions.

The Group’s organization, the basis of department segmentation, and principles for
measuring segment information for the period were not significantly changed.

(2) Segment information

The financial information of reportable segments provided for the chief operating decision
maker is as follows:

Year Ended December 31, 2020

Production and Retail business O_ther Total
sales of shoes businesses
Revenue
Revenue from external $ 11,295290 $ 50,310 $ 41 $ 11,345,641
customers
Inter-segment revenue 7,680,439 1,185,220 1,289 8,866,948
Total revenue $ 18,975,729 $ 1,235,530 $ 1,330 $ 20,212,589
Segment profit (loss) $ 1,046,620 $ 32,200 $ 891,985 $ 1,970,805
Segment total assets (Note) $ - $ - $ - $ -
Segment total liabilities (Note)  $ - $ - $ - $ -
Year Ended December 31, 2019
Production and Retail business O_ther Total
sales of shoes businesses
Revenue
Revenue from external
customers $ 12,796,483 $ 44631 $ 1,411 $ 12,842,525
Inter-segment revenue 9,279,799 1,311,740 1,349 10,592,888
Total revenue $ 22,076,282 $ 1,356,371 $ 2,760 $ 23,435,413
Segment profit (loss) $ 1,446,400 $ 90,581 $ 1,268,920 $ 2,805,901
Segment total assets (Note) $ - $ - $ - $ -
Segment total liabilities (Note) $ - $ - $ - $ -
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Note: Since the Group has not provided the measured amount of assets and liabilities for
the chief operating decision-maker, segment total assets and total liabilities are not
disclosed.

(3) Reconciliation of segment revenue and profit or 10ss

A. The total adjusted revenue for the current period is reconciled with the total revenue of
the continuing operations as follows:

Year Ended Year Ended
December 31, 2020 December 31, 2019

Revenue after adjustment

from reportable operating

segments $ 20,211,259 $ 23,432,653
Revenue after adjustment

from other operating

segments 1,330 2,760
Total revenue from

operating segments 20,212,589 23,435,413
Elimination of inter-segment

revenue ( 8,866,948 ) ( 10,592,888 )
Total consolidated operating

revenue $ 11,345641 % 12,842,525

B. Net operating income after adjustment in the period and income before tax from
continuing operations is reconciled below:

Year Ended Year Ended
December 31, 2020 December 31, 2019

Income before tax after

adjustment from reportable

operating segments $ 1,078,820 $ 1,536,981
Income before tax after

adjustment from other

operating segments 891,985 1,268,920
Total income after tax from

operating segments 1,970,805 2,805,901
Elimination of inter-segment

revenue ( 921,819) ( 1,293,732)
Income before tax from

continuing operations $ 1,048,986 $ 1,512,169

(4) Product and service information

The principal business of the Company is the production and sale of sports and leisure
outdoor shoes. Since the segment’s operating revenue, operating income, and identifiable
assets used the account for more than 90% of total operating revenue, total operating
income, and total assets, the segment is classified as a single industry.
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(5) Information by area

The Company’s revenue by area is calculated based on the continent of sale. Non-current
assets are classified according to the country of origin, including property, plant and
equipment, right-of-use assets, intangible assets, and other non-current assets and
excluding financial products and deferred income tax assets.

Year Ended December 31, 2020

Year Ended December 31, 2019

Revenue Non-current assets Revenue Non-current assets
Domestic (Note) ¢ 654,778 $ 1,481,820 $ 729,760 $ 1,590,732
Asia 855,981 5,742,470 1,260,870 5,069,244
America 4,145,501 ; 4,620,981 -
Europe 5,505,054 - 5,974,999 -
Africa 58,255 . 81,884 -
Australia 126,072 - 174,031 -
Total $  11,345641 $ 7224290 $ 12,842,525 $ 6,659,976

Note: Domestic sales refer to sales in China.

(6) Information on key accounts

The information on the Company’s key accounts in the year ended December 31, 2020 and

2019 were as follows:

Year Ended December 31, 2020

Year Ended December 31, 2019

Revenue Segment Revenue Segment
A $2,630,162 Production and sale of shoes A  $2,125,398 Production and sale of shoes
B 1,156,757 Production and sale of shoes C 1,656,552 Production and sale of shoes
C 1,143,930 Production and sale of shoes B 1,683,681 Production and sale of shoes
$4,930,849 D 1,472,038 Production and sale of shoes
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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries

Loans to Others
For the Year Ended December 31, 2020

Appendix 1 Unit NTD thousand
Collateral Financing
Financing  Company’s
Limits for Total
Each Financing
General Maximum Ending Amount Reason for Borrowing Amount
No. Ledger Related Balance for  Balance Actually  Interest Transaction short- term  Allowance for Company Limits
(Note 1) Creditor Borrower Account Party  the Period  (Note 4) Drawn rate Nature of loan Amounts  Financing Bad Debt ltem  Value (Note 2) (Note 3)  Note
Hubei Sunsmile  Capital Concord Other o Short-term _ Operating ) ) Notes 4
! Footwear Co., Ltd. Enterprises Limited  receivables Y $ 491493 439256% 439,256 1.80% financing capital $ None $ 724908 $ 906,135 and 5

Note 1: The numbers filled in for the loans provided by the Company or subsidiaries are as follows:
(1) The Company is ‘0’.
(2) The subsidiaries are numbered in order starting from ‘1.

Note 2: Where an inter-company or inter-firm short-term financing facility is necessary, provided that such financing amount shall not exceed 40 percent of the lender's net worth.
Note 3: Loaning funds to others, provided that such financing amount shall not exceed 50 percent of the lender's net worth.

Note 4: In Q4 2020, the exchange rates for assets and profit or loss were USD:NTD=28.48 and USD:NTD=29.5332, respectively.

Note 5: Offset in consolidated statements.
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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Provision of Endorsements and Guarantees to Others
For the Year Ended December 31, 2020

Appendix 2 Unit NTD thousand

(Unless Otherwise Specified)
Ratio of
Accumulated
Endorsement/ Ceiling on

Party Being Endorsed/Guaranteed Limit on Maximum Guarantee Total Amount Provision of  Provision of  Provision of
Endorsements/  Outstanding Amount of  Amount to Net of Endorsements/ Endorsements/ Endorsements/
Guarantees Endorsement/ Endorsements Asset Value of the Endorsements/ Guarantees by Guarantees by Guarantees to
Provided for a Guarantee Outstanding Amount /Guarantees Endorser/ Guarantees Parent Subsidiary to  the Party in
No. Relationship ~ Single Party ~ Amount for the ~ Endorsement/ Actually  Secured with Guarantor Provided (Note Company to Parent Mainland
(Note 1) Endorser/ Guarantor Company Name (Note 2) (Note 3) Period Guarantee Amount Drawn Collateral Company (%) 4) Subsidiary Company China Note
Capital Concord Hubei Sunsmile g pqidiaries $ 5587781  $ 75625 $ - $ - $ - 0.00% $ 7,450,374 Y N Y Note 3

Enterprises Limited Footwear Co., Ltd.

Note 1: The numbers filled in for the endorsements/guarantees provided by the Company and subsidiaries are as follows:
(1) For the issuer, fill in "0".
(2) Investee companies are numbered in order starting from "1."
Note 2: The relationship between the endorser/guarantor and the party endorsed/guaranteed is classified into the following seven categories (mark the category number only):
(1) A company with which the Company conducts business.
(2) A company in which the Company directly, and indirectly, holds more than 50% of the voting shares.
(3) A company which directly, and indirectly, holds more than 50% of the voting shares in the Company.
(4) Companies in which the Company directly, and indirectly, holds more than 90% of the voting shares.
(5) A company fulfilling its contractual obligations by providing mutual endorsements/guarantees for another company in the same industry or for joint builders for purposes of undertaking a construction project.
(6) A company where all capital contributing shareholders make endorsements/guarantees for their jointly invested company in proportion to their shareholding percentages.
(7) Companies in the same industry provide among themselves joint and several security for a performance guarantee of a sales contract for pre-construction homes pursuant to the Consumer Protection Act for each other.
Note 3: The limit of endorsements/guarantees provided for a single party is 60% of the net worth of Capital Concord Enterprise Limited.
Note 4: The maximum amount available for endorsements/guarantees is 80% of the net worth of Capital Concord Enterprise Limited
Note 5: The joint guarantor of the endorsement/guarantee is Lin, Wen-Chih.
Note 6: In Q4 2020, the exchange rates for assets and profit or loss were USD:NTD=28.48 and USD:NTD=29.5332, respectively.
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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Holding of Marketable Securities (Not Including Subsidiaries, Associates, and Joint Ventures))
December 31, 2020

Appendix 3 Unit NTD thousand
(Unless Otherwise Specified)
Relationship with the End of Period
Securities Held by Marketable Securities (Note 1) Securities Issuer General Ledger Account Number of Shares Book Value Ratio of Shareholding Fair Value Note

Fulgent Sun International
(Holding) Co., Ltd.

Stock — Tainan Enterprises Financial Assets at Fair Value

(CAYMAN) Co., Ltd None through Profit or Loss - 181,774 $ 9,289 0.61 $ 9,289 -
R Non-current

Note 1: Marketable securities in the table refer to stocks, bonds, beneficiary certificates, and other related derivative marketable securities within the scope of IFRS 9: Financial Instruments.
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Appendix 4

Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Purchases or Sales of Goods from or to Related Parties Reaching NT$100 Million or 20% of Paid-in Capital or More
For the Year Ended December 31, 2020

Unusual Trade

Conditions and Its

Unit NTD thousand
(Unless Otherwise Specified)

Notes and Accounts Receivable

Transaction Details Reasons (Note) (Payable)
Percentage of
Total
Relationship Percentage of Notes/Accounts
with the Total Purchases Credit Receivable

Purchaser/Seller Name of the Counterparty Counterparty Purchase/Sale Amount (Sales) Credit Term Unit Price  Term Balance (Payable) Note

Capital Concord Enterprises Limited Fujian Sunshine Footwear Co., Ltd. Subsidiary ~ Purchase $ 1,772,257 0.20 180 dayﬁaggter PUC Note 1 Note 1 ( $1,370,936) ( 0.82) Ngrt%sgz
Capital Concord Enterprises Limited Fujian Laya Outdoor Products Co., Ltd. Subsidiary Purchase 940,207 0.10 90 days aaszer purch Note 1  Note 1 ( 426,811)  ( 0.26) Nac:1t§s32
Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd Subsidiary ~ Purchase 2,166,565 0.24 120 dayﬁa::ter PUC Note 1 Note 1 ( 143,917)  ( 0.09) Na(::gssz
Capital Concord Enterprises Limited Hubei Sunsmile Footwear Co., Ltd. Subsidiary ~ Purchase 198,047 0.02 180 dayﬁa;i:ter PUC Note 1 Note 1 ( 98,557)  ( 0.06) Na(:]tgssz
. . . - 180 days after purc Notes 2
Capital Concord Enterprises Limited  Sunny Footwear Co., Ltd. Subsidiary Purchase 368,480 0.04 hase Note 1 Note 1 ( 321,279) ( 0.19) and 3
Capital Concord Enterprises Limited Fulgent Sun Footwear Co., Ltd. Subsidiary Purchase 1,368,830 0.15 120 daysn;fter billi Note 1 Note 1 ( 23,632) ( 0.01) Na?fgzz
Capital Concord Enterprises Limited NGOC Hung Footwear Co., Ltd. (Vietnam) Subsidiary ~ Purchase 659,305 0.07 120 daysn;fter billi Note 1 Note 1  ( 145,190) ( 0.09) Na(;tgsgz
Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd. Subsidiary Sale ( 582,245) ( 0.05) 135 days after sale Note 1 Note 1 81,047 0.04 Na%tSSSZ
rulian Laya Outdoor Products CO.,) i, \ven Chih Sunbow Enterprises Co., Ltd.  Subsidiary ~ Sale ( 304346) (  003) 90 days after sale Note 1 Note 1 85,024 004 MO
Capital Concord Enterprises Limited, . . - - Notes 2
Taiwan Branch (H.K.) Lin Wen Chih Sunbow Enterprises Co., Ltd. Subsidiary Sale ( 152,241) ( 0.01) 135 days after sale Note 1  Note 1 51,138 0.02 and 3
Fujian Sunshine Footwear Co., Ltd. ~ Hubei Sunsmile Footwear Co., Ltd.. Subsidiary Sale ( 100,012) ( 0.01) 60 days after sale Note 1 Note 1 54,532 0.02 N;;ZZZ

Note 1: Sales transactions between the Group and related parties are valuated based on reasonable profits; thus, selling prices to related parties and those to non-related parties are incomparable. In terms of payment terms, there was no significant

difference between related parties and non-related parties.

Note 2: In Q4 2020, the exchange rates for assets and profit or loss were USD:NTD=28.48 and USD:NTD=29.5332, respectively.

Note 3: Offset in consolidated statements.
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Appendix 5

Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Receivables from Related Parties Reaching NT$100 Million or 20% of Paid-in Capital or More

December 31, 2020

Overdue Receivable

Amount Collected

Unit NTD thousand

(Unless Otherwise Specified)

Relationship with  Accounts Receivable Subsequent to the
Creditor Name of the Counterparty the Counterparty Balance from Related Party Turnover Rate  Amount  Actions Taken Reporting Period (Note 1) Allowance for Bad Debt Note
Fujian Sunshine Footwear Co., Ltd. Capital Concord Enterprises Limited Parent company $ 1,370,936 121 $ - % 396,467 $ - Notes 2 and 3
Sunny Footwear Co., Ltd. Capital Concord Enterprises Limited Parent company 321,279 1.19 - 84,930 - Notes 2 and 3
Hubei Sunsmile Footwear Co., Ltd. Capital Concord Enterprises Limited Parent company 439,256 - - - - Notes 2 and 3
Fujian Laya Outdoor Products Co., Ltd. Capital Concord Enterprises Limited Parent company 426,811 2.38 - 291,593 - Notes 2 and 3
NGOC Hung Footwear Co., Ltd. (Vietnam) Capital Concord Enterprises Limited Parent company 145,190 331 - 144,324 - Notes 2 and 3
Lin Wen Chih Sunbow Enterprises Co., Ltd.Capital Concord Enterprises Limited Parent company 143,917 15.20 - 141,746 - Notes 2 and 3

Note 1: The subsequent collections represent collections from the balance sheet date to February 26, 2021.
Note 2: In Q4 2020, the exchange rates for assets and profit or loss were USD:NTD=28.48 and USD:NTD=29.5332, respectively.

Note 3: Offset in consolidated statements.
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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Parent-subsidiary and Subsidiary-subsidiary Business Relations and Significant Transactions and Amounts Thereof

For the Year Ended December 31, 2020

Appendix 6 Unit NTD thousand
(Unless Otherwise Specified)
Transaction Status
Percentage of Consolidated
No. Total Revenues or Total
(Note 1) Name of Trading Partner Counterparty Relationship (Note 2) General Ledger Account Amount (Note 5) Trade terms Assets (Note 3)
1 Capital Concord Enterprises Limited Fujian Sunshine Footwear Co., Ltd. 1 Accounts payable  § 1,370,936 Note 4 9.55%
1 Capital Concord Enterprises Limited Sunny Footwear Co., Ltd. 1 Accounts payable 321,279 Note 4 2.24%
1 Capital Concord Enterprises Limited Fujian Laya Outdoor Products Co., Ltd. 1 Accounts payable 426,811 Note 4 2.97%
1 Capital Concord Enterprises Limited Hubei Sunsmile Footwear Co., Ltd. 1 Other payables 439,256 Note 4 3.06%
1 Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd. 1 Sale 582,245 Note 4 5.13%
1 Capital Concord Enterprises Limited Fujian Sunshine Footwear Co., Ltd. 1 Purchase 1,772,257 Note 4 15.62%
1 Capital Concord Enterprises Limited Hubei Sunsmile Footwear Co., Ltd. 1 Purchase 198,047 Note 4 1.75%
1 Capital Concord Enterprises Limited Sunny Footwear Co., Ltd. 1 Purchase 368,480 Note 4 3.25%
1 Capital Concord Enterprises Limited Fujian Laya Outdoor Products Co., Ltd. 1 Purchase 940,207 Note 4 8.29%
1 Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd. 1 Purchase 2,166,565 Note 4 19.10%
1 Capital Concord Enterprises Limited Fulgent Sun Footwear Co., Ltd. 1 Purchase 1,368,830 Note 4 12.06%
1 Capital Concord Enterprises Limited NGOC Hung Footwear Co., Ltd. (Vietnam) 1 Purchase 659,305 Note 4 5.81%
2 Fujian Laya Outdoor Products Co., Ltd. Lin Wen Chih Sunbow Enterprises Co., Ltd. 3 Sale 304,346 Note 4 2.68%
3 g?;)r:tcar: 8_? 'r:é:.t;rd Enterprises Limited Taiwan Lin Wen Chih Sunbow Enterprises Co., Ltd. 3 Sale 152,241 Note 4 1.34%

Note 1: The numbers filled in for parent-subsidiary transactions are described as follows:

(1) The parent company is numbered "0." (2) The subsidiaries are numbered in order starting from "1."

Note 2: Relationships are categorized into the following three types. Please specify the type. (The same transaction shall not be disclosed repetitively. For example, if the transaction between the parent company and a subsidiary has been
disclosed by the parent company, it need not be disclosed by the subsidiary.)

(1) Parent company to subsidiary. (2) Subsidiary to parent company. (3) Inter-subsidiary.

Note 3: Regarding the percentage of the transaction amount to consolidated total revenues or total assets, it is computed based on the ending balance to consolidated total assets for balance sheet items, and on interim accumulated amount to

consolidated total revenues for profit or loss items.
Note 4: Agreed on by both parties based on market conditions.
Note 5: In Q4 2020, the exchange rates for assets and profit or loss were USD:NTD=28.48 and USD:NTD=29.5332, respectively.

Note 6: The disclosure standard is more than $150 million for the transaction amount.
Note 7: Offset in consolidated statements.
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Appendix 7

Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Information on Investee Companies (Not Including Investee Companies in Mainland China)

For the Year Ended December 31, 2020

Original Investment Amount
(Note 2)

Shares Held as of year ended

Investee company

Unit NTD thousand
(Unless Otherwise Specified)

Investment gains

and losses

current profit or  recognized in the

Place of Number of Shares Book value loss current period
Investee Company Investor Company Registration Main Businesses End of Period End of Last Year (Note 1) Ratio (Note 3) (Note 3) (Note 3) Note
Fulgent Sun International Capital Concord Enterprises Production and sale
- S Hong Kong of sports and $ 6,585,827 $ 5,307,307 1,733,000,000 100 $ 9312968 $ 942,591 $ 942,591  Subsidiaries
(Holding) Co., Ltd. Limited
outdoor shoes
Sports Leisure
Capital Concord Enterprises  Lin Wen Chih Sunbow Cambodia Outdoor Footwear 1,518,038 1,518,038 - 100 2,338,995 344,399 344,399  Subsidiaries
Limited Enterprises Co., Ltd. Production and
Sales
Capital Concord Enterprises Lin Wen Chih Sunstone . Processing and Sale ) P
Limited Garment Enterprises Co., Ltd. Cambodia of Clothing 427,675 427,675 91.27 192,963 ( 6,241) ( 5,696) Subsidiaries
Capital Concord Enterprises - Sports Leisure P
Limited Fulgent Sun Footwear Co., Ltd. ~ Vietnam Outdoor Footwear 1,378,493 1,098,870 - 100 1,450,193 25,161 25,161  Subsidiaries
Production
. . Sports Leisure
Capital Concord Enterprises  NGOC HUNG Footwear Co., \jionam  Outdoor Footwear 1,271,442 1,165,931 - 100 1,197,699 18,990 18,990  Subsidiaries
Limited Ltd. -
Production
fianﬁ'iig'dconcord Enterprises | 2va Outdoor Products Limited Hong Kong Holding company 40,449 40,449 10,618,000 100 35,565 ( 2332) ( 2,332)  Subsidiaries
Capital Concord Enterprises - . Distribution Agent P
Limited Laya Max Trading Co., Ltd. Taiwan and Import and 12,395 12,395 - 100 16,595 212 112  Subsidiaries
Export Trade
Lin Wen Chih Sunbow Lin Wen Chih Sunfit Enterprises - oo nodia Land lease 184,611 184,611 - 100 177,682 a71 471 Subsidiaries

Enterprises Co., Ltd.

Note 1: The companies with "-" in the blank had no shares issued.

Co., Ltd.

Note 2: The historical exchange rate was adopted.
Note 3: In Q4 2020, the exchange rates for assets and profit or loss were USD:NTD=28.48 and USD:NTD=29.5332, respectively.
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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Subsidiaries Information on Investments in Mainland China
For the Year Ended December 31, 2020

Appendix 8 Unit NTD thousand
(Unless Otherwise Specified)
Accumulated Amount of Investment Accumulated
Amount Remitted Remitted or Recovered in Book Value of  Amount of
from Taiwan to Current Period Amount Remitted Investments in  Investment
Mainland China, as (Note 5) from Taiwan to Net Income Investment Income Mainland Income
Investment of Beginning of  Remitted to  Remitted Mainland China, as  (Loss) of the  Ownership (Loss) Recognized in  China, as of Remitted Back
Paid-in Capital ~ Method Period Mainland back to of End of Period Investee in  Held by the  Current Period End of Period to Taiwan, as of
Investee Company in China  Main Businesses (Note 3) (Note 2) (Note 5) China Taiwan (Note 5) Current Period  Company (Notes 4 and 6) (Note 4) End of Period Note

Sports Leisure

Fujian Sunshine Footwear Outdoor Footwear
CoJ., Ltd. Production and $ 723,826 2 $ - $ - $ - $ - 67,133) 100 ( 54,576) $2,082,018 $ - Notel
Sales
Sports Leisure
Hubei Sunsmile Footwear Co.,Outdoor Footwear 1,825,033 2 ) ) ) ) 13,955 100 21,235 1,811,253 )
Ltd. Production and
Sales
Sports Leisure
Sunny Footwear Co,, Ltd,  Qutdoor Footwear 130680 2 - - - - 1385 100 1,385 413,040 -
Production and
Sales
.. Distribution Agent
E‘(‘)"a&'aaya Outdoor Products ., 1'imoort and 4065 2 - - - - 23,679 100 26,335 243,471 -
R Export Trade
Distribution Agent
Fujian La Sportiva Co., Ltd. and Import and 67,148 2 - - - - ( 3,790) 60 ( 2,274) 34,929 -
Export Trade

Note 1: Fujian Sunshine Footwear Co., Ltd. had merged Hang Cheng Company and Yue Chen Company with the approval of the local competent authority on May 17, 2011. The initial investment amount included the original investment of
US$4,000 thousand (equivalent to NT$120,000 thousand) in Hang Cheng Company and Yue Chen Company.

Note 2: Investment methods are classified into the following three categories (fill in the category number):
(1) Investment in Mainland China companies by remittance through a third region;
(2) Investment in Mainland China companies through a company established in a third region; or
(3) Investment in Mainland China companies through an existing investee company in a third region.

Note 3: The historical exchange rate was adopted.

Note 4: In Q4 2020, the exchange rates for assets and profit or loss were USD:NTD=28.48 and USD:NTD=29.5332, respectively.

Note 5: The Company was established on the Cayman Islands, which is not subject to the limits on the principle limit in the “Principles for Conducting Investment or Technical Cooperation” of the Ministry of Economic Affairs. The Group has
re-funded the investment in the amount of NT$2,605,976 thousand through re-investment in Hong Kong.

Note 6: Investment income (loss) recognized in current period is based on the financial statements audited by the parent company's CPAs.
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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Information on Major Shareholders
December 31, 2020

Appendix 9
Shares
Name of Major Shareholder Number of shares Percentage of Ownership(%)
Custodial Account (LASPORTIVA INT'L CO., LTD.) Used by CTBC Bank 23,669,151 12.71
Custodial Account (MEINDL INT’L CO., LTD.) Used by CTBC Bank 21,307,465 11.44
Fubon Life Insurance Co., Ltd 15,473,964 8.31

Note: If the company applies to Taiwan Depository & Clearing Corporation for the information in the table, an explanation of the following may be made in the note:

)

@

The table lists the shareholders holding more than 5% of the company's ordinary shares and preference shares delivered in non-physical form (including treasury shares) as of the last business day of the end of each
quarter, as calculated by Taiwan Depository & Clearing Corporation. The share capital recorded in the company's financial state ments and the company's shares delivered in non-physical form may vary due to different
calculation bases.

If shareholders have their shares in trust of the bank, a trustee's investment account should be indicated individually; for the declaration of an insider’s equity exceeding 10% of the company's total equity in accordance

with the Securities and Exchange Act, shareholding includes the shares held by a shareholder plus the shares in trust and with the right to decide on their use. For information on the declaration of an insider's equity,
please refer to the Market Observation Post System..

192



5. Parent Company Only Financial Statements Audited and
Attested by CPAs for the Most Recent Year: N/A.

6. Impact on the Company's Financial Status Due to Financial
Difficulties Experienced by the Company and Its Affiliated
Companies in the Most Recent Year and as of the Printing Date

of the Annual Report:None.

7. Other Supplements

(1) Evaluation basis and ground for balance sheet valuation accounts

receivables are
provided for

No. Balance Evaluation Evaluation Ground
Sheet Basis
Valuation
1 | Allowance The 1. Individual item (by customer) assessment: The
loss Company's objective evidence of derogation (as follows) is

presented
(1) There has been a significant financial

the assessment difficulty by the debtor.

and listing of (2) There has been a breach of contract by the
bad debts, the debtor.

collection of (3) Deterioration of the debtor's repayment
individual situation.

item (by (4) There is a high possibility that the debtor may
customer) fail or carry out financial restructuring.
assessment 2. Aging analysis: Taking into account historical,
and aging realistic and future (forward-looking) information,
analysis determine the expected credit loss rate for each
method are account age range according to the following
adopted, in procedure.

line with the (1) The preparation matrix, based on the average
provisions of annual loss rate of account age in the last

the IFRS9, to year, plus a forward-looking adjustment of 1
be applicable standard deviations in the recent annual

as of January historical loss rate.

1, 2018. (2) The above ratios are reassessed annually.

2 | Allowance Age of 1. Raw materials: For aging within 12 months,
forinventory | inventory allowance for inventory obsolescence loss is not
obsolescence appropriated; for aging over 12 months, 100% is
loss appropriated as obsolescence loss.

2. Semi-finished products and finished products:
Allowance for inventory obsolescence 10ss is
measured at lower of cost or net realizable value
item by item.

3. Inventories: For aging within 24 months, allowance
for inventory obsolescence loss is not appropriated;
for aging over 24 months, 100% is appropriated as
obsolescence loss.

3 | Allowance Lower of cost | 1. Comparison basis: Inventories are compared item by
forinventory | ornet item; however, similar or relevant items may be
obsolescence | realizable compared within the same type.
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loss

value

. Raw materials: The net realizable value is the unit

price of latest purchase.

. Work-in-process products: The net realizable value

IS “the estimated selling price” in the ordinary course
of business less “the estimated costs of completion”
and “the estimated costs” necessary to make the
sale.

. Semi-finished products and finished products: The

net realizable value is the unit price of the last sale
less relevant changes in costs necessary to make the
sale.

. Cost is evaluated by the weighted average method.

4 Financial
assetsand
liabilities

Fair value

. Financial assets measured at fair value through gains

and losses: The shares of listed companies held by
the Company are valuated based on the closing price
from securities trading; impairment on balance sheet
date shall be evaluated according to Section 59 of
IAS39.

. Derivatives: Derivatives are valuated based on the

fair value provided by the bank.

. Convertible corporate bonds: Convertible corporate

bonds are valuated based on the appraisal report
issued by the actuary and the Binary Tree model
after fluctuations in stock prices and the risk-free
interest rate are taken into account.

VII. Review of Financial Conditions, Operating Results, and Risk

Management

1. Financial Conditions

Unit: NT$1,000

Year Difference

Item 2019 2020 Amount %

Current Assets 6,269,517 7,046,740 177,223 12.40
E;%ﬁ;%nﬁ'am and 5,727,356 5,920,768 193,412 3.38
Intangible Assets 16,242 13,637 (2,605) (16.04)
Other Assets 976,052 1,368,912 392,860 40.25
Total Assets 12,989,167 14,350,057 1,360,890 10.48
Current Liabilities 4,098,166 4,650,984 552,818 13.49
Non-current Liabilities 617,291 1,183,756 566,465 91.77
Total Liabilities 4,715,457 5,834,740 1,119,283 23.74
Share Capital 1,747,566 1,861,950 114,384 6.55
Capital Surplus 4,459,672 5,256,344 796,672 17.86
Retained Earnings 2,705,157 2,250,050 (455,107) (16.82)
Other Equity (683,175) (837,187) (154,012) (22.54)
Treasury shares - (57,583) (57,583)| (100.00)
Non-controlling Interests 44,490 41,743 (2,747) (6.17)
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Year Difference

Item 2019 2020 Amount %

Total Equity 8,273,710 8,515,317 241,607 (2.92)

(1) The above table is compiled based on the data of the Company's consolidated
financial statements.
(2) Description of analysis on ratio change (change ratio for two periods exceeds 20%
while the amount changed reaches NT$10,000,000):
A. Other assets: The increase was mainly due to an increase in financial assets at
amortized cost and land use rights.
B. Non-current liabilities: The increase was mainly due to an increase in corporate
bonds payable.
C. Total liabilities: The increase was mainly due to an increase in corporate bonds
payable.
D. Other equity: The increase was mainly due to an increase in the effect of
exchange rate changes.
E. Treasury shares: The increase was mainly due to the repurchase of treasury
shares.
(3) Reasons for changes in non-current Liabilities in the past two years and future
responses:

The increase in non-current Liabilities was mainly because the Company
issued the 5th unsecured convertible corporate bonds within the Republic of China
at NT$500,000,000 on August 17, 2020 to repay bank loans and replenish working
capital. The increase in long-term funds could strengthen the corporate financial
structure.
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2. Financial Performance

Unit: NT$1,000

Year Difference
Item 2019 2020 Amount %
Operating Revenue 12,842,525 11,345,641  (1,496,884) (11.66)
Operating Cost 10,313,919 8,963,637 (1,350,282) (13.09)
gross Profit from 2 528,606 2,382,004 (146,602) (5.80)
perations
Operating Expenses 1,071,631 1,108,917 37,286 3.48
Operating Income 1,456,975 1,273,087 (183,888) (12.62)
Non-operating Income and 55,194 (224,101)  (279,295)]  (506.02)
Expenses
Income before Tax 1,512,169 1,048,986 (463,183) (30.63)
Income Tax Expense 235,658 153,472 (82,186) (34.88)
Net income 1,276,511 895,514 (380,997) (29.85)
Other Comprehensive
Income (Net Income after (264,473) (154,698) 109,775 (41.51)
Tax)
Total Comprehensive 1,012,038 740816  (271222)  (26.80)
Income
Net Income Attributable
to:
- Owners of Parent 1,279,195 897,575 (381,620) (29.83)
ompany
oo controlling (2,684) (2,061) 623 2321
nterests
Total Comprehensive
Income Attributable to:
- Owmers of Parent 1,016,560 743563 (272,997  (26.85)
ompany
| Non-controlling (4,522) (2,747) 1,775 39.25
nterests

(1) The above table is compiled based on the data of the Company's consolidated
financial statements.

(2) Description of analysis on ratio change (change ratio for two periods exceeds 20%
while the amount changed reaches NT$10,000,000):

A. Non-operating income and expenses: Due to the reduction in exchange gains.

B. Income before tax, income tax expense, and net income: Due to the outbreak of
the COVID-19 pandemic, deferred shipments due to lack of containers, and
one-time recognition of employee stock options.

C. Other comprehensive income: Due to the difference in translation of financial
statements of foreign operations.

D. Total comprehensive income: Due to the outbreak of the COVID-19 pandemic,
deferred shipments due to lack of containers, and one-time recognition of
employee stock options.

(3) Impact of sales volume forecast and the basis for the next year on corporate finance
and business, and responses: To keep financial conditions robust, the Company sets
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the annual shipping goal based on customers’ forecast, global market changes,
capacity planning, and past performance, pays close attention to market trends, and
expands market share as well as develop new customers and improves profit.

3. Cash Flows

(1) Analysis of cash flows for the current year (2020)

Unit: NT$1,000

Cash Net Cash Flows Remedial Measures for
Balance at . Cash Flows |Cash Balance Cash Inadequacy
. from Operating - -
Beginning Activiti Used (Inadequacy) |Investment| Financial
) ctivities
of Period Plan Plan
Issuance of
common
stock for
1,373,474 1385262 1190008 1,567,828 -  |coShand
issuance of
convertible
corporate
bonds

1. Analysis of changes in the cash flow for the recent year:

Operating activities: Net cash flows generated from operating activities for the
current period was NT$1,385,262,000, which were results of
revenue collected in cash.

Investing activities: Net cash flows used in investing activities for the current period
was NT$1,257,995,000, mainly due to significant capital
expenditures on the continuous expansion of plants in
Southeast Asia.

Financing activities: Net cash flows used in financing activities for the current
period was NT$71,918,000, mainly due to the decrease in

short-term borrowings (NT$272,559,000), issuance of
convertible corporate bonds payable (NT$532,744,000),
issuance of common stock for cash (NT$750,000,000),
distribution of cash dividends (NT$963,059,000), and
repurchase of treasury shares (NT$57,583,000).
2. Remedial measures for cash inadequacy and liquidity analysis: The Company
issued common stock for cash and convertible corporate bonds in 2020.

(2) Improvement plan for inadequate liquidity: The Company expects to maintain
profitability for 2021 as operating activities will maintain net cash inflows and
respond to required cash outflows from investing and financing activities.
There should be no concern of inadequate liquidity.
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(3) Analysis of Liquidity for the future year (2021)

Unit: NT$1,000

Cash Net Cash Elows Cash Remedial Measures for
Balance at . Cash Flows Cash Inadequacy
Beginning from Operating Used Balance Investment | Financial
of Period Activities (Inadequacy) Plan Plan

1,567,828 1,700,000{ 1,500,000 1,767,828 - -

1. Analysis of changes in the cash flow for the future year:
Operating activities: Net cash flows generated from operating activities are results
of revenue collected in cash.
Investing activities and financing activities: For purchasing fixed assets, paying off
loans, and distributing dividends.
2. Remedial measures for cash inadequacy and liquidity analysis: Not applicable.

4. Impact of Major Capital Expenditures on Corporate Finances and
Business for the Most Recent Year

(1) Use and funding sources of major capital expenditures
The amount of property, plant and equipment acquired in 2019 and 2020 was
NT$1,506,853,000 and NT$1,240,894,000, respectively. Such capital expenditures
were due to the expansion of new production bases. The table below compares the
property, plant, and equipment turnover rate and the total asset turnover rate, showing
that the Company's turnover rate remains at a certain level. The increase in capital
expenditures did not have adverse impact on the Company's finance and business.

Year 2016 2017 2018 2019 2020
Property, Plant,and 207 | 242 | 218 | 241 | 195
Equipment Turnover Ratio
Total Asset Turnover Rate 1.01 1.12 0.98 1.07 0.83

(2) Expected potential benefits
The expansion of production bases is expected to increase the Company's
capacity and operating scale in line with future orders and urgent order. Future
revenue is expected to grow.

5. Reinvestment Policy, Main Causes for Profits or Losses, Improvement
Plans for the Most Recent Year and Investment Plans for the Following
Year

(1) Reinvestment policy
The Company focuses on its primary business sector and its investment policy
is based on investment related to the businesses. The responsible department shall
comply with the Investment Cycle under the internal control system and the
Procedures for Acquisition or Disposal of Assets; the relevant regulations and
procedures have been discussed and approved by the Board of Directors or at a
shareholders’ meeting.

(2) Main causes for profits or losses and improvement plans for reinvestment for the
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most recent year

Unit: NT$1,000, %

Enterprises Co., Ltd.

operation

Sha_reh Invest_ment Main Cause for Profit| Improvement
Investee olding | Profit or or Loss Plan
Ratio [Loss in 2020
Capital Concord .
Enterprises 100 942,591 Good pusmess None
- operation
Limited
Fuiian Sunshine Loss due to deferred
Fojo twear Co.. Ltd 100 (54,576) |[shipments due to the None
T COVID-19 pandemic
Hubei Sunsmile Good business
Footwear Co., Ltd. 100 21,235 operation None
Sunny Footwear Co., Ltd.| 100 1,385 Good pusmess None
operation
Fujian Laya Outdoor Good business
Products Co., Ltd. 100 26,335 operation None
. . Loss due to operation .
Fujian La Sportiva Co., - Will be
Ltd. 60 (2,274)  |under poor economic liquidated
scale
Fulgent Sun Footwear 100 25 161 Good pusmess None
Co., Ltd. operation
NGOC HUNG Footwear Good business
Co. Ltd. 100 18,990 operation None
Laya Max Trading Co., Will be
Ltd. 100 112 — liquidated
Laya Outdoor Products Investment gain or Will be
Co., Ltd. 100 | (2332) 5 liquidated
Lin Wep Chih Sunbow 100 344 399 Good pusmess None
Enterprises Co., Ltd. operation
Lin Wen Chih Sunstone Loss due to operation | Reduce fixed
Garment Enterprises Co., | 91.27 (5,696) |under poor economic | costs to reduce
Ltd. scale losses
Lin Wen Chih Sunlit 100 471 Good business None

(3) Investment plans for the coming year
In response to the increase in future orders and inadequate capacity, the

Company plans to expand stably in areas outside China in 2021 in the hope of

creating resilient room for overall profit.

6. Analysis of Risk Management

(1) Impact of changes in interest rates, foreign exchange rates and inflation on corporate
finance, and future response measures
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A. Interest rate

The Company’s financial structure is good with sufficient funds. The interest
expense in 2019 and 2020 was NT$34,780,000 and NT$24,954,000, respectively,
accounting for 0.27% and 0.22% of net operating revenue and 2.30% and 2.38% of
net income, respectively. The interest-bearing loan in 2019 and 2020 accounted for
12.85% and 9.22% of total assets, respectively. The interest-bearing loan was for
working capital, so the change in interest rates had little impact on the Company.

B. Foreign exchange rate

The functional currencies of the Company's subsidiaries in the Republic of
China, People's Republic of China, and Southeast Asia are NTD, CNY, VND, and
USD. The overall fluctuations in foreign exchange rates could reach balance
between receivables and payables, achieving the effect of natural hedges.

In the future, the Company will collect information on changes in foreign
exchange rates, make cash flow forecasts, and adopt appropriate hedging policy
and methods to control supply and demand of foreign currencies. The financial
personnel shall maintain the appropriate exchange position based on the future
trend of foreign exchange rates in response to the need of operation to reduce the
impact of changes in foreign exchange rates on the Company's profit.

C. Inflation

The low employment rate and European debts have eased, creating room for
the adoption of the easing policy. Economy can be boosted through measures for
quality and sustainable growth.

In summary, in a rapidly changing economic environment, there is no
significant influence of inflation or deflation on the Company as of the printing
date of the Annual Report. With the increasing awareness of sports activities
worldwide, the global sports industry has continued to expand in recent years.
Being aware of this trend and the price fluctuations in the shoe market, the
Company has adjusted procurement and sale policies resiliently while maintaining
good interaction with suppliers and customers; therefore, the Company should be
able to respond to the impact of future inflation or deflation.

(2) Policies, main causes for profits or losses and future response measures with regard
to high-risk and high-leverage investments,lending of funds,
endorsements/guarantees, and derivatives trading

The Company has established the Procedures for the Acquisition or Disposal of
Assets, the Procedures for Making Endorsements/Guarantees, and the Procedures for
Lending Funds to others as the basis of operation for the Company and its subsidiaries.
As of the printing date of the Annual Report, the Company has not engaged in
high-risk and high-leverage investments or derivatives trading except for derivatives
trading for the avoidance of changes in foreign exchange rates. Based on the principle
of sound and robust operation, the Company will not consider engaging in high-risk
and high-leverage investments or derivatives trading in the future. Due to the need of
operation, the Company has made endorsements/guarantees and lent funds to
subsidiaries in accordance with the Procedures for Lending Funds to Others and the
Procedures for Making Endorsements/Guarantees.

(3) Future research & development projects and corresponding budgets

In addition to developing new models and testing samples, the Company's
developers are also responsible to collect market information and analyze product
trends. The Company believes that technological innovation and process
transformation are the keys to improving the quality and added value of products.
Although the existing research and development team is sufficient for current research
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and development, the Company will improve its quality and quantity considering the
rapid change and improved competitiveness in the industry.

(4) Impact of changes in major policies and laws on corporate finance and business, and
response measures

Registered in Cayman Islands, the Company operates in China, Hong Kong,
Vietnam, and Cambodia in accordance with important policies and laws at home and
abroad. The Company also pays close attention to changes in local policies, laws and
markets to respond immediately. As of the printing date of the Annual Report, there is
no significant impact of major policies and laws on the Company's finance and
business.

(5) Impact of changes in technology and industry on corporate finance and business, and
response measures

The Company specializes in the OEM production for shoe and sells sports shoes
and outdoor shoes as an OEM. Our customers are world-renowned brands of outdoor
and sporting goods; some of our customers are even leaders in the industry. The
Company develops products and controls the market depending on information
provided by customers and close cooperation with them. Without these important
customers, it will be difficult for the Company to respond immediately to the changes
in technology and industry, leading to an adverse impact on the Company’s operation;
therefore, the Company aims to develop its own brands based on consumers' needs
and market trends while receiving the latest information from customers in response
to future changes in the footwear industry.

(6) Impact of changes in corporate image on corporate risk management, and response
measures

Upholding a people-oriented business philosophy, the Company has strived to
pursue sustainable development and attach great importance to corporate image and
risk control with the corporate cultures of integrity, innovation, speed, and quality.
Since incorporation, the Company has always focused on its primary business sector.
As of the printing date of the Annual Report, there is no serious impact on the
Company's corporate image.

(7) Expected benefits from and risks relating to merger and acquisition plans

In response to the need of listing in Taiwan, the Group has restructured and
integrated resources since the end of 2009. Apart from this, there is no merger or
acquisition. The Group has restructured in accordance with local laws and the
Company's Articles of Incorporation; there is no adverse impact of risks arising from
mergers and acquisitions on the Company's operation.

(8) Expected benefits from and risks relating to plant expansion plans

With the increasing popularity of sports activities, the Company plans to expand
stably in Vietnam and Cambodia in the hope of creating resilient room of favor and
thereby accomplishing the overall profit increase.

(9) Risks relating to and responses to excessive concentration of purchasing sources and
customers
A. Risks relating to and responses to excessive concentration of purchasing sources

To avoid the risk of supply (material) shortage, the Company does not purchase
raw materials from single or few suppliers; instead, the Company chooses the
most suitable suppliers based on the needs, prices, quality, and delivery of
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products. The Company has maintained good cooperation with suppliers. There is
no excessive concentration of purchasing sources.

B. Risks relating to and responses to excessive concentration of customers

The Company's products include sports shoes, outdoor shoes, hiking shoes,
casual shoes and functional shoes from greater than 40 renowned brands at home
and abroad. Our products are sold across Europe, America, and Asia. There is no
excessive concentration of customers. In addition, the Company has strived to
develop new customers and the agency of brands. Currently, the Company has
received orders from customers around the world and completed the delivery for
some new brands.

(10) Impact of, risks relating to and responses to mass transfers or changes in shareholding
of directors, supervisors, or major shareholders with a shareholding ratio of 10% or
more

In the most recent year and as of the printing date of the Annual Report, there is
no mass transfer or change in shareholding of directors, supervisors, or major
shareholders with a shareholding ratio of 10% or more.

(11) Impact of and risks relating to the changes in ownership

The Company has no significant change in ownership. The Company has set
up independent directors to protect the rights and interests of shareholders. The
daily operation of the Company depends on professional managers, which should
continuously receive support from shareholders; therefore, the change in
ownership should have no significant adverse impact on the Company's operation.

(12) Litigation or non-litigation cases: litigious or non-litigious proceedings or
administrative disputes involving a director, a supervisor, the president, the de
facto person in charge, a 10% or greater major shareholder, or an affiliate company
of the company with respect to which a judgment has become final and
unappeasable, or is still pending, and whose outcome could materially impact
shareholders’ equity or the prices of the Company’s securities

A director, a supervisor, the President, a de facto person in charge, a 10% or
greater major shareholder, or an affiliate company of the Company is not involved in
any litigious or non-litigious proceedings or administrative disputes.

(13) Information security risk and response measures

The Company has set up the IT department to be in charge of drafting
information development strategies and information security policies, managing and
improving information systems, and keeping abreast of changes in the information
environment. The Company conducts security tests, information security surveys and
consultations, and social engineering and information security incident drills on a
regular basis to strengthen the employees’ awareness of information security crises
and the information security personnel’s response, so as to prevent in advance and
detect information security incidents in the first time and stop them from spreading.
In 2020, there was no incidence of material information security risk that affected the
Company’s operation.

To keep information security risks under control, the Company has drafted the
information security policies as follows:

A.Control for Information Security Check
Prevent the enterprise information system from being invaded by foreign
viruses or hackers to maintain the Company’s normal business operation or
rights and interests.
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B.System Recovery Plan and Test Schedule Control
Ensure that the enterprise information system can be restored to normal
business operations in the shortest time when it is damaged by force majeure
events or human factors.

C.File and Equipment Security Control
Prevent files and data from being invaded by computer viruses to maintain the
security of files and data and computer equipment.

D.Program and Data Access Control
Define the authority and scope of users’ access to system programs and data to
prevent improper access to system utilities, tools, and commands.

Specific management programs are described separately as follows:
A.Control for Information Security Check

(A) The Company's mail server is equipped with a firewall and anti-virus
software to block foreign intrusions.

(B) Contractors inspect the mails received and sent on the server on a regular
basis and report any abnormal situations to supervisors in charge for
handling.

(C) The IT department utilizes equipment to control and monitor online conduct
and check the internet status and prevent unauthorized access.

(D) The IT department regularly checks and evaluates the possible security
vulnerability of internet and takes protective actions accordingly.

B.System Recovery Plan and Test Schedule Control
(A) The Company drafts the system recovery policies and makes amendments
regularly.
(B) The Company backs up systems regularly and designates the personnel to
keep the backup files.
(C) The Computer systems and designs are equipped with appropriate
preventive measures to reduce the chance of improper damage.

C.File and Equipment Security Control

(A) IT personnel carry out file backups in daily operations according to the file
and equipment security control regulations.

(B) IT personnel carry out the periodic inspection, repair, and maintenance of
computer equipment and peripherals, fire safety equipment, and support
equipment.

(C) IT personnel come at the reasons for any abnormal situations in the system,
improve them, and keep them on file.

(D) Access to the computer room should be controlled.

(E) IT personnel update the version of ani-virus software and scan the computer
hard disks on a regular basis.

D.Program and Data Access Control

(A) The access and use of program files should be controlled according to
account authority.

(B) Important system utilities, tools, and commands should be restricted to
access and query according to account authority.

(C) Users of general application systems have no access to system utilities, tools,
and commands apart from running the application system.

(D) The access and use of program files are kept in traceable records.

(E) Supervisors in charge review relevant records on a regular basis.
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(F) Passwords should not be displayed on the computer screen, nor can they be
printed on any report without being garbled.

In addition, new employees will need to take basic email and information

system related training before issuing an account number to assure the integration
of information security concept into daily operations.

(14) Other important matters: None.

7. Other Important Issues: None.

204



VI1I1. Special Notes

1. Affiliated Companies

(1) Organizational chart of affiliated companies

Reference Date: December 31, 2020

Fulgent Sun International (Holding) Co., Ltd.
(Cayman)

100%

Capital Concord
Enterprises Limited

Capital Concord Enterprises

(HK) Limited Taiwan Branch
|100% |100% |100% 100% |100% 100% |91,27% |100% | 100% |100%
Fujian Hubei Lin Wen ||Lin Wen Chih||Fujian Laya Laya L. M
: Sunny .| | Fulgent Sun||NGOC HUNG e j % y aya Max
Sunshine | | oo veqr | | Sunsmile Fogotwear Footwear | [Chih Sunbow|| SUnstone 11 oytdoor o %”tdtocg Trading
Footwear Co., Ltd. Footwear Co., Ltd. Co., Ltd. Enterprises EGarme_nt Products || t(t:ds o Co., Ltd.
Co. Ltd. | "einay || GO Lt Gictnamy || (Vietnam) || o 1. || EMEPMISES | o0 | g || (Taiwan)
(China) (China) e Co., Ltd. "
(Cambodia) (Cambodia) (China) S0
100% 0
Lin Wen Fujian La Sportiva
Chih Sunlit Co., Ltd.
Enterprises (China)
Co., Ltd.
(Cambodia)
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(2) Basic information on affiliated companies

December 31, 2020; Unit: NT$1,000

Date of Paid-in Scope of Business or
Name of Company | Establishm| Location . P
ent Capital Product Item
Fulgent Sun Cavman
International (Holding) |2009/11/24 Y 1,861,950({Holding company
Islands
Co., Ltd.
Capital Concord 1994/12/15| Hong Kong | 6,585,827 Holding and production and
Enterprises Limited sales of shoes
Fujian Sunshine Fujian )
Footwear Co., Ltd. 1995/3/22 | Province, 723,826|Production and sales of
China shoes
Sunny Footwear Co., Fujian .
Ltd. 2005/9/6 | Province, 130,680 roduction and sales of
: shoes
China
Hubei Sunsmile Hubei Production and sales of
Footwear Co., Ltd. 2009/6/2 | Province, 1,825,033
. shoes
China
Fulgent Sun Footwear Hanoi
Co., Ltd. 2003/1/15 | Province, 1,378,493|Shoe production
Vietnam
NGOC HUNG Footwear Hai Duong
Co., Ltd. 2015/1/26 | Province, 1,271,442|Shoe production
Vietnam
Fujian Laya Outdoor Fujian o
Products Co., Ltd. 2009/10/30| Province, 40 656|/9ency distributor and
: import/export trading.
China
Laya Max Trading Co., Yunlin -
Ltd. 2010/4/19 |  County, 12,395//9ency distributor and
. import/export trading.
Taiwan
Ic_:?)yaL?dutdoor Products 2010/9/6 | Hong Kong 40,449|Holding company
Fujian La Sportiva Co., Fujian T
Ltd. 2011/1/4 | Province, 67, 14|/ A9ent distribution and
. export/import trade
China
Lin Wen Chih Sunbow Kandal, East Production and sales of
Enterprises Co., Ltd. 2013/12/16 Cambodia 1,518,038 shoes
Sunstone Enterprises .
Outdoor Products Co., [2013/12/16 Kandal, E_ast 427,675 Gogrmet processing and
Ltd. Cambodia selling
Lin Wen Chih Sunlit Kandal, East .
Enterprises Co., Ltd. 2013/12/16 Cambodia 184,611|Land lease business

(3) Shareholders in common of the company and its affiliated companies with deemed
control and subordination: Not applicable.

(4) Overall business scope of affiliated companies:

A. Primary business sector: Production and sale of shoes and investment in related

businesses.
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B. Others: Agency. For the main business and products of each affiliated companies,
please refer to (2) Basic information on affiliated companies.

(5) Director, supervisor and managers of affiliated companies
Shareholding as of March 30, 2021

Shareholding

) N
Name of Company Title Reprgsn;?ng{ive Number of Shares| Shareholding
(Share) Ratio (%)
Chairman | Wen-Chih, Lin 1 50 167 102 15.14
(Note 1)
Director/Presi| Fang-Chu, Liao
dent (Note 2) 23,218,801 12.47
Director | CMin-Cheng, 326,185 0.18
Liao
Independent Kun-Hsien, ) )
Fulgent Sun International Director Chang
Holding) Co., Ltd.
( g) Independent |\ o e ] ]
Director
Independent | Jing-Huang, i i
Director Huang
Inde_pendent Chun-An, Li - -
Director
Independent .
Director Jun-Ming, Wu - -
Chairman | Wen-Chih, Lin - -
Capital Concord Enterprises Director | Fang-Chu, Liao - -
Limited Director Chih-Cheng, ] )
Liao
Chairman | Wen-Chih, Lin - -
Fujian Sunshine Footwear Dlrecc}grr]/tPrea Fang-Chu, Liao - -
Co. L. Director Hai-Yi, Lin - -
Supervisor Hui-Yi Lin - -
Chairman | Wen-Chih, Lin - -
Dlrec(;tor/PreS| Fang-Chu, Liao ) )
ent
Sunny Footwear Co., Ltd. Director Chth-i(QZeng, - -
Director Hui-Yi, Lin - -
Supervisor Ming-Hsien, - -
P Chen
Chairman | Wen-Chih, Lin - -
Director/ .
President Fang-Chu, Liao - -
Hubei Sunsmile Footwear Director Chih-Cheng, ) )
Co., Ltd. Liao
Director Hui-Yi, Lin - -
Supervisor Ming-Hisien, - -
P Chen
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Shareholding

Name of Company Title Remggﬁ&iv@ Number of Shares|  Shareholding
(Share) Ratio (%)
Chairman | Wen-Chih, Lin - -
D|reptor/ Fang-Chu, Liao - -
President
Fulgent Sun Footwear Co., - —
Ltd. D!rector Hal_-Yl_, L_|n - -
Director Hui-Yi Lin - -
Inspector Chih-Cheng, - -
Liao
Chairman | Wen-Chih, Lin - -
Director/Presi .
Fujian Laya Outdoor dent Fang-Chu, Liao ) )
Products Co., Ltd. Director Hui-Yi, Lin - -
Supervisor Ming-Hsien, - -
Chen
Laya Outdoor Products Co., | Chairman | Wen-Chih, Lin - -
Ltd. Director Hui-Yi, Lin - -
Chairman | Wen-Chih, Lin - -
Laya Max Trading Co., Ltd. Director | Fang-Chu, Liao - -
Director Hao-Yi, Lin - -
Chairman | Wen-Chih, Lin - -
Director/Presi Fang-Chu, Liao i i
dent
Director Hui-Yi Lin - -
.. . Vice
Fujian La Sportiva Co., Ltd. . Lorenzo - -
Chairman
Director Lanfranco - -
Supervisor Roberto - -
Supervisor Ming-Hsien, - -
Chen
Chairman | Wen-Chih, Lin - -
Lin Wen Chih Sunbow Director/Presi Fang-Chu, Liao - -
Enterprises Co., Ltd. dent -
Director Chlh-_Cheng, - -
Liao
Chairman | Wen-Chih, Lin - -
Director/Presi Fang-Chu, Liao i i
Lin Wen Chih Sunstone dent '
Garment Enterprises Co., Director Chih-Cheng,
Ltd. Liao i i
Director Li-Yu, Su - -
Director Kun-Lin Liu - -
Lin Wen Chih Sunlit Chairman | Wen-Chih, Lin - -
Enterprises Co., Ltd. Director |HUON LIMING - -
Chairman | Wen-Chih, Lin - -
NGOC HUNG Footwear Director/Presi Fang-Chu, Liao i i
Co., Ltd. dent '
Director Hai-Yi, Lin - -
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Name of Company

Shareholding

Title Name or _
Representative ~ [Number of Shares|  Shareholding
(Share) Ratio (%)
Director Hui-Yi Lin - -
Chih-Cheng,
Inspector . - -
Liao

Note 1: Personal shares held by Wen-Chih, Lin and those held indirectly through the custodial account
(LASPORTIVA INT'L CO., LTD.) used by CTBC Bank.
Note 2: Personal shares held by Fang-Chu, Liao and those held indirectly through the custodial account
(MEINDL INT'L CO., LTD.) used by CTBC Bank.

209




(6) Operational highlights of affiliated companies

December 31, 2020; Unit: NT$1,000

Net
. Total Operating | Operating | Income
Name of Company Capital | Total Assets | | i-ijities | NetValUe | povenue | Income (after
Tax)

Fulgent Sun International
(Holding) Co., Ltd. 1,861,950 9,358,285 884,711| 8,473,574 - -| 897,575
Capital Concord
Enterprises Limited 6,585,827| 14,718,417| 5,405,448 9,312,969 9,774,006] 695,660 942,591
Fujian Sunshine Footwear
Co., Ltd. 723,826| 2,748,237| 643,197| 2,105,040| 2,233,177 11,804| (67,133)
Sunny Footwear Co., Ltd. | 130,680 540,350| 127,310] 413,040, 413,658 18,950 1,385
Hubei Sunsmile Footwear
Co., Ltd. 1,825,033|  2,266,104| 453,833 1,812,271 881,270 41,549 13,955
Fulgent Sun Footwear
Co., Ltd. 1,378,493| 2,156,526/ 706,333| 1,450,193| 1,373,206 42,168| 25,161
NGOC HUNG Footwear
Co., Ltd. 1,271,442| 1,353,087| 155,388 1,197,699 659,329 28,501| 18,990
Fujian Laya Outdoor
Products Co., Ltd. 40,656 751,882| 497,333] 254,549| 1,172,610 70,053| 23,679
Laya Max Trading Co.,
Ltd. 12,395 16,610 71 16,539 4,147 225 212
Laya Outdoor Products
Co., Ltd. 40,449 35,317 59 35,258 - (59)| (2,332
Fujian La Sportiva Co.,
Ltd. 67,148 60,642 2,427 58,215 58,773 (502)| (3,790)
Lin Wen Chih Sunbow
Enterprises Co., Ltd. 1,518,038| 2,973,342] 634,347| 2,338,995| 2,727,389| 342,913 344,399
Sunstone Enterprises
Co., Ltd. 427,675 212,953 1,532] 211421 41 (16,101)| (6,241)
Lin Wen Chih Sunlit
Enterprises Co., Ltd. 184,611 177,688 6| 177,682 1,289 609 471

(7) Consolidated financial statements of affiliated companies: Please refer to Pages

124~192.
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2. Private Placement of Securities in the Most Recent Year and as of the
Printing Date of the Annual Report: None.

3. Holding or Disposition of the Company's Shares in the Most Recent
Year and as of the Printing Date of the Annual Report: None.

4. Other Necessary Supplements: None.

IX. Any Events in the Most Recent Year and As of the Printing
Date of the Annual Report that Had Significant Impact on
Shareholders’ Equity or Securities Prices prescribed in
Subparagraph 2, Paragraph 2, Article 36 of the Securities and
Exchange Act: None.
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X. Any Material Differences from the Rules of the R.O.C. in
Relation to the Protection of Shareholders' Equity

Protection of Shareholders’
Equity

The Company’s Articles of Incorporation
and Reason for Discrepancies

1. Shareholders’ meetings shall be
convened within the territory of
the Republic of China. If a
shareholders’ meeting is
convened outside the territory of
the Republic of China, it shall be
resolved by the Board of
Directors or permitted by the
regulator and then reported to the
stock exchange for approval
within two days.

2. Shareholders who have been
continuously holding 3% of total
number of the outstanding
shares for a period of one year or
longer may request the Board of
Directors to convene an
extraordinary shareholders’
meeting in writing, specifying
the proposal and the reason. If
the Board of Directors fails to
send a notice of an extraordinary
shareholders' meeting within 15
days after the request is made,
the shareholders may convene
the extraordinary shareholders’
meeting with the regulator's
permission.

1. If shareholders convene shareholders' meetings
outside the territory of the Republic of China,
Article 14-7 of the Company’s Articles of
Incorporation only stipulates that shareholders
shall obtain the stock exchange approval in
advance because the Companies Law of Cayman
Islands does not have any special regulation
pertaining to convention of shareholders’ meetings,
according to the attorney of Cayman Islands. This
is discrete from the provision that “it shall be
resolved by the Board of Directors or permitted by
the regulator and then reported to the stock
exchange for approval within two days,” as
prescribed in the Protection of Shareholders'
Equity.

2. According to the attorney of Cayman Islands, the
Companies Law of Cayman Islands does not hold
any special regulation pertaining to the places of
shareholders’ meetings of exempted companies or
shareholders’ meetings convened by shareholders;
therefore, Article 14-7 of the Company's Articles
of Incorporation does not stipulate that
shareholders shall report to the regulator for
permission before convening extraordinary
shareholders' meetings.

When shareholders’ meetings are
convened, shareholders may
exercise their voting rights by
correspondence or electronic
means. If shareholders’ meetings
are convened outside the territory
of the Republic of China,
shareholders shall be entitled to
exercise their voting rights by
correspondence or electronic
means. When voting rights are
exercised by correspondence or
electronic means, the method of
exercise shall be specified in the
shareholders’ meeting notice. A
shareholder exercising voting rights

Incorporation stipulates that “When a shareholder
exercises the voting right by correspondence or
electronic means at a shareholders’ meeting according
to the preceding regulation, they shall be deemed to
appoint the chairperson as the proxy to exercise the
voting right at the sharecholders’ meeting as instructed
by the shareholder by correspondence or electronic
means; however, suchappointmentshall not constitute
the proxy prescribed in the rules of publicly listed
companies.” This is discrete from the provision that “A
shareholder exercising voting rights by correspondence
or electronic means will be deemed to have attended
the meeting in person,” as prescribed in the Protection
of Shareholders’ Equity. In addition, Article 18.2 of the
Company's Articles of Incorporation stipulates that
such a voting right whichthe chairperson of the
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Protection of Shareholders’
Equity

The Company’s Articles of Incorporation
and Reason for Discrepancies

by correspondence or electronic
means will be deemed to have
attended the meeting in person, but
to have waived his/her rights with
respect to the extraordinary motions
and amendments to original
proposals of that meeting.

shareholders’ meeting has on behalf of the shareholder
is not subject to 3% of the voting rights of total shares
issued.

For the following motions that
relate to key rights of the
shareholders, the motion may be
adopted by a majority vote at a
shareholders’ meeting, wherein the
meeting is attended by shareholders
representing two-thirds or more of
the total number of its outstanding
shares. In the event the total
number of shares represented by
the shareholders present at a
shareholders’ meeting of a
company is less than the percentage
of the total shareholdings required
in the preceding Paragraph, the
resolution may be adopted by at
least two-thirds of the voting rights
exercised by the shareholders
present at the shareholders’ meeting
who represent a majority of the
outstanding shares of the company:

1. Enter into, amend or terminate
any contract for lease of the
company’s business in whole,
or for entrusted business, for
regular joint operation with
another party, transfer the
whole or any essential part of
its business or assets, and
accept the transfer of the
entirety of a business or asset
from another party, in which
the transfer has a great bearing
on the business operation of the
company.

2. Amending the Articles of
Incorporation.

3. Where amendments to the
Avrticles of Incorporation will
damage the rights of
shareholders holding preferred

1. In addition to ordinary resolution and
supermajority resolutionof shareholders’ meeting
under the law of the Republic of China, Article 1.1
of the Company's Articles of Incorporation also
stipulates  "Special Resolution™ defined in the
Companies Law of Cayman Islands. According to
the attorney of Cayman Islands, "Special
Resolution” shall refer to a resolution passed by
shareholders present at the shareholders’ meeting
(in person or by proxy) who represent two-thirds or
more (or a higher percentage as prescribed in the
Company's Articles of Incorporation; such a
percentage may vary from proposal to proposal) of
the total voting rights, provided that the meeting
notice has legally specified that the resolution will
be passed by special resolution. With the
authorization of the Articles of Incorporation, the
special resolution shall be passed in writing with
the signatures of all shareholders who have voting
rights. To resolve by vote, majority voting shall be
calculated based on the number of voting rights
which each shareholder represents according to the
Company's regulations. Formatters to bepassed by
supermajority resolution, as prescribed in the
Protection of Shareholders' Equity, they shall be
passed by supermajority resolution and special
resolution, separately, according to the Company's
Articles ofIncorporation. This discrepancy is due to
the law of Cayman Islands. The Company's
Articles of Incorporation have included matters to
be passed by supermajority resolution, as
prescribed in the Protection of Shareholders'
Equity, in matters to be passed by supermajority
resolution and special resolution, separately.

2. According to the Companies Law of Cayman
Islands, the following matters shall be passed by
special resolution:

(1) Amending the Articles of Incorporation
According to the law of Cayman Islands,
amendments to the Articles of Incorporation
shall be passed by special resolution as
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Protection of Shareholders’
Equity

The Company’s Articles of Incorporation
and Reason for Discrepancies

shares, a resolution of the
preferred shareholders’ meeting
must be convened.

4. New shares issuance shall be
used to allocate the whole or
part of share dividends or
bonuses.

5. Resolutions for corporate
dissolution, merger, or
demerger.

6. Private financing with
securities.

prescribed in the Companies Law of Cayman
Islands; therefore,Article 15.7 of the
Company's Articles of Incorporation does not
stipulate that amendments to the Articles of
Incorporation shall be passed by supermajority
resolution, as prescribed in the Protection of
Shareholders' Equity. According to Article 9.1
of the Company's Articles of Incorporation, if
changes in or amendments to the Company’s
Articles of Incorporation will cause damage to
the priority of any type of shares, such changes
or amendments shall be passed by special
resolution atthe shareholders'meetingattended
by shareholders whose sharesare damaged
according to the Companies Law of Cayman
Islands.

(2) Corporate dissolution
According to the law of Cayman Islands, if a
company fails to pay off its debts due and
resolves to dissolve voluntarily, such
dissolution shall be passed by ordinary
resolution; however, if a company dissolves
for reasons other than the aforesaid one, such
dissolution shall be passed by special
resolution according to the law of Cayman
Islands. Therefore, Article 12.5 of the
Company's Articles of Incorporation does not
stipulate the threshold for corporate dissolution
does not amend the resolution, as prescribed in
the Protection of Shareholders'Equity, into
supermajority resolutions under the Republic
of China Law.

(3)Corporate merger
The law of Cayman Islands has a mandatory
regulation pertaining to the voting method of
corporate mergers defined under the law of
Cayman Islands; therefore, Subparagraph (b),
Article 12.4 of the Company's Articles of
Incorporation stipulates that corporate mergers
(other than those defined under the law of
Cayman lIslands) shall be passed by
supermajority resolution.

3. According to private financing with securities under
“l. Capital Formation and Changes” of the
Protection of Shareholders’ Equity, the Company’s
Articles of Incorporation stipulate that the Company
may engage in private placement of any equity-type
securities within the territory of the Republic of
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Protection of Shareholders’
Equity

The Company’s Articles of Incorporation
and Reason for Discrepancies

China according to the rules of publicly listed
companies with the resolution adopted by two-third
of the voting rights exercised by the shareholders
present at the shareholders' meeting who represent a
majority of the outstanding shares of the Company.

The term of office of a director
or supervisor shall not exceed
three years, but he/she may be
eligible for re-election.

In the process of electing
directors at a shareholders’
meeting, the number of votes
exercisable in respect of one
share shall be the same as the
number of directors to be

elected, and the total number of

votes per share may be
consolidated for election of one
candidate or may be split for
election of two or more
candidates. A candidate to
whom the ballotscast represent
a prevailing number of votes

shall be deemed a director elect.

The law of Cayman Islands does not have the concept
of supervisors. The Company has no supervisor;
instead, the Company has the Audit Committee;
therefore, the Company’s Articles of Incorporation
have no regulation pertaining to supervisors.

Supervisors of a company shall

be elected by the meeting of
shareholders, among them at

least one supervisor shall have
a domicile within the territory of

the Republic of China.

. The term of office of a
supervisor shall not exceed
three years, but he/she may be
eligible for re-election.

In case all supervisors of a
company are discharged, the

Board of Directors shall, within

60 days, convene a special

meeting of shareholders to elect

New Supervisors.

Supervisors shall supervise the
execution of business
operations of the company and

may at any time or from time to

time investigate the business
and financial conditions of the
company, examine the
accounting books and

The law of Cayman Islands does not have the
concept of supervisors. The Company has no
supervisor; instead, the Company has the Audit
Committee; therefore, the Company's Articles of
Incorporation have no regulation pertaining to
supervisors.
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Protection of Shareholders’
Equity

The Company’s Articles of Incorporation
and Reason for Discrepancies

documents, and request the
Board of Directors or
managerial personnel to make
reports thereon.
Supervisorsshall audit the
various statements and records
prepared for submission to the
shareholders' meeting by the
Board of Directors, and shall
make a report of their findings
and opinions at the meeting of
shareholders.

In performing their functional
duties under the preceding
Paragraph, the supervisors may
appoint a certified public
accountant or attorney on
behalf of the company to
conduct the auditing on their
behalf.

Supervisors of a company may
attend the meeting of the Board
of Directors to express their
opinions. In case the Board of
Directors or any director
commits any act, in carrying out
the business operations of the
company, in a manner in
violation of the laws,
regulations, the Articles of
Incorporation or the resolutions
of the shareholders' meeting,
the supervisors shall forthwith
advise, by a notice, to the Board
of Directors or the director, as
the case may be, to cease such
act.

Supervisor may each exercise
the supervision power
individually.

. Asupervisor shall not be
concurrently a director, a
managerial officer or other
staff/employee of the company.

. A shareholder who has held
greater than 3% of outstanding
shares of the company may
submit a written request to a

The law of Cayman Islands does not have the concept
of supervisors. The Company has no supervisor;
instead, the Company has the Audit Committee;
therefore, the Company's Articles of Incorporation
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Protection of Shareholders’
Equity

The Company’s Articles of Incorporation
and Reason for Discrepancies

supervisor to initiate litigation
against a director on behalf of
the company. The court of first
instance shall be Taiwan Taipei
District Court.

. Where the supervisor does not
initiate litigation when a period
of 30 days has passed after the
shareholder makes the request,
the shareholder may initiate
litigation on behalf of the
company. The court of first
instance shall be Taiwan Taipei
District Court.

have no regulation pertaining to supervisors. The
Company passed the amendments to the Articlesof
Incorporation by special resolution at the shareholders'
meeting on June 12, 2019. According to amended
Article16.4 of the Articlesof Incorporation, “A
shareholder who has held greater than 3% of
outstanding shares of the Company for six consecutive
months may submit a written request to the
independent director of the Audit Committee to initiate
litigation against a director on behalf of the Company.
The court in charge shall be the court with jurisdiction
(including Taiwan Taipei District Court). Where the
independent director of the Audit Committee does not
initiate litigation when a period of 30 days has passed
after receiving the request, the shareholder may initiate
litigation on behalf of the Company without violating
the law of Cayman Islands. The court in charge shall
be the court with jurisdiction (including Taiwan Taipei
District Court).”

. The director of a company

shall have the loyalty and shall

exercise the due care of a good
administrator in conducting the
business operation of the
company, and if he/she has

acted contrary to this provision,
shall be liable for the damages
to be sustained by the company

there-from If the said act is
implemented by the director
himself or herself, or another

party, the shareholders' meeting

may resolve and consider an
earning received from the said
act as an earning of the
company.

If the director of a company has,

in the course of conducting the
business operations, violated
any provision of the applicable

laws and/or regulations and thus

caused damage to any other

person, he/she shall be liable,

jointly and severally, for the

damage to such other person.
. A'managerial officer and a

supervisor shall bear, within the

scope of their duties, the same

The Company has incorporated related provisions
under Protection of Shareholders' Equity into Articles
27.4 and 29.5 of the Articles of Incorporation.
According to the attorney of Cayman Islands, the
Companies Law of Cayman Islands has no special
regulation pertaining to directors' obligations. Based
on the principle of Common Law, a director of the
Company (a) has fiduciary duties of loyalty, honesty,
and good intention, and (b) is under obligation of care,
diligence, and professionalism. The Company may
seek remuneration from a director who violates these
obligations. If a director is in breach of an obligation
for personal interests, the Company may request such
interests from the director.

The attorney of Cayman Islands also indicates that,
based on the principle of Common Law, a director of
the Company represents the Company when
performing duties and the director's acts will be
deemed the Company's acts. If such acts cause damage
to any third party, the Company (rather than the
director) shall be responsible for the third party. The
third party claiming damages may not request the
director to be responsible by referring the Company’s
Articles of Incorporation because the third party, who
is not a shareholder of the Company, is not entitled to
exercise the Company's Articles of Incorporation.
When the Company is responsible for the third party
due to a director's violation of obligations, the
Company may seek remuneration from the director for
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Protection of Shareholders’
Equity

The Company’s Articles of Incorporation
and Reason for Discrepancies

liabilities as a director of the
company when causing
damages.

the said loss. In addition, a managerial officer usually
does not have fiduciary duties for the Company.
Notwithstanding the provision in the Articles of
Incorporation, the provision is not enforceable on a
managerial officer as the managerial officer is not a
party of the Articles of Incorporation. A managerial
officer's obligations shall be imposed through
contractual agreements.

The law of Cayman Islands does not have the concept
of supervisors. The Company has no supervisor;
instead, the Company has the Audit Committee;
therefore, the Company's Articles of Incorporation
have no regulation pertaining to supervisors.
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Fulgent Sun International (Holding) Co., Ltd.

Lin Wen Chih
Chairman
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