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I.Addresses and Telephone Numbers of Head Office, Subsidiaries, and Branches
(I) 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

(1) 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

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 Taiwan

Laya Chemical Engineering Co., Ltd. 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

Subsidiaries in Vietnam

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

Eversun Footwear Co., Ltd. TEL.: (84)226-396-7188
Address: Hamlet 2, An Noi Commune, Binh Luc Drict, Ha Nam Province

Subsidiary in Cambodia

Lin Wen Chih Sunbow Enterprises Co., Ltd. TEL: (885)01-2998391
Address: 24.5km, National Highway 2, Kandal Province, Cambodia
Lin Wen Chih Sunstone Enterprises Co., Ltd. TEL: (885)01-2998391
Address: 24.5km, National Highway 2, Kandal Province, Cambodia
Lin Wen Chih Sunlit Enterprises Co., Ltd. TEL.: (885)01-2998391
Address: 24.5km, National Highway 2, Kandal Province, Cambodia
Lin Wen Chih Sunzeal Enterprises Co., Ltd TEL: (885)01-2998391

Address: 21km, National Highway 44, Kompong Speu Province, Cambodia

Subsidiary in Indonesia

PT. SUN BRIGHT LESTARI TEL: (021)300-50-238

Address: Singakerta (Jalan Raya Indramavu - Cirebon), Tegal Watu 018, Kelurahan Dukuhjati,
Kecamatan Krangkeng, Kabupaten Indramayu 45284, Indonesia




Il. 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

I11.Name of Certified Public Accounts for the Latest Financial Statements, and Name, Address, Website,
and Contact Number of Accounting Firm
Certified Public Accountant: Hua-Ling, Liang and Mei-Lan, Liu
Accounting Firm: Pricewaterhouse Coopers (PwC) Taiwan TEL: (886)2-2729-6666
Address: 27F, No. 333, Section 1, Keelung Road, Taipei City Website: http://www.pwc.tw

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

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

VI1.Board of Directors List

Title Name Nationality Education and Work Experience

Bachelor of Chemical Engineering, Feng Chia University
Wen-Chih, President, Fulgent Sun International (Holding) Co., Ltd.

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

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

Bachelor of International Trade, Chinese Culture University

) Fang-Chu, Vice President of Sales, Fulgent Sun International (Holding) Co., Ltd.
Director i ROC ) ) .
Liao President, Fulgent Sun International (Holding) Co., Ltd.

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

Master in Finance, National Yunlin University of Science and Technology

. Assistant Manager of Sales, First Commercial Bank
. Chih-Cheng, o . .
Director Li ROC Executive Vice President, Fulgent Sun International (Holding) Co., Ltd.

iao
Spokesperson ~ Finance Supervisor and CGO, Fulgent Sun International

(Holding) Co., Ltd.

Supplementary Open Junior College For Public Administration, National

Chengchi University
Kun-Hsien,
Independent Manager of Northern Taichung Branch, Douliu Branch, and Zhongxiao
Chang ROC
Director Road Branch, First Commercial Bank
(Notel)
Senior Assistant Vice President and Director of Taichung Region Center,

First Commercial Bank

Ph.D. in Economics, Michigan State University

Master in Economics, National Chengchi University
Independent | Ai-Chi, Hsu Director of Department of Finance, National Yunlin
Director (Notel) ROC 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
Ph.D. in Mechanical Engineering, Northwestern University
Director of Department of Mechanical, Feng Chia University
) Computer-Aided Engineering, Feng Chia University
Independent | Jin-Huang, o ] ] o
) ROC Dean of College of Engineering and Science, Feng Chia University
Director Huang ) . ) ] ) ]
Vice President, Director of Office of Industry-Academia Cooperation,
Feng Chia University
Lifetime Distinguished Professor, Feng Chia University
Ph.D. in Business Administration, National Chengchi University
Dean of College of Finance and Banking, National Kachsiung University
Independent ) of Science and Technology
] Chun-An, Li ROC N ] ) ) _
Director Certified Public Accountant of Chun-An, Li Accounting Firm
Director and Honorary Professor of Department of Finance, National
Yunlin University of Science and Technology
] Bachelor of Accounting, Soochow University
Independent | Chun-Ming, o ] ] ) ) i
) ROC Senior Vice President of Corporate Financing, Capital Securities Corp.
Director Wu ) ) ]
President, Zhanteng Venture Capital Consulting Co., Ltd.
PhD in Business Administration,National Sun Yat-Sen University
Shu-Ching, MBA Pennsylvania State University
Independent ) . S
bi Chou ROC Bachelor of Accounting, National Chengchi University
Irector
(Note 2) Director of Department of Finance, National YunlinUniversity of Science
and Technology
Supplementary Open Junior College for Business Administration, National
Hui-Ying, Cheng Kung University
Independent . . .
bi Wang ROC Manager of Kaohsiung Branch and Luzhu Branch, Senior assistant
Irector
(Note 2) manager and director of Kaohsiung Regional Center, senior assistant and

director of Tainan Regional Center, First Commercial Bank

Note 1: Independent Director Kun-Hsien, Chang and Director Ai-Chi, Hsu resigned on May 27, 2022.
Note 2: Independent Director Shu-Ching, Chou and Director Hui-Ying, Wang took office on May 27, 2022.

Spokesperson: Chih-Cheng, Liao
Title: Executive Vice President

TEL: (886)5-551-4619

E-mail: service@fulgentsun.com

Name: Chih-Cheng, Liao
Title: Executive Vice President

VII. Names, Titles, Contact Number, and E-mail of the Company's Spokesperson and Deputy Spokesperson
Deputy Spokesperson: Wen-Kuang, Lin
Title: Executive Vice President

TEL: (886)5-551-4619

E-mail: service@fulgentsun.com

Deputy Spokesperson: Chien-Chao, Hung
Title: CFO

TEL: (886)5-551-4619

E-mail: service@fulgentsun.com

VII1.Names, Titles, Contact Number, and E-mail of Litigation and Non-litigation Agent in the Republic of China

Title: Executive Vice President
E-mail: service@fulgentsun.com
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I. Report to the Shareholders
Dear shareholders, we hereby present the report on the summary of the 2022 annual
operating performance and future outlook as follows:

1. Operating results of previous year

Fulgent Group’s 2022 operating revenue reached NT$24.18 billion. Under the
continuous improvement of profitability and the comprehensive performance of the
Group's overall operation and management, the consolidated revenue for 2022
reached NT$24.18 billion, a significant increase of 55.56% compared with
NT$15.54 billion for the same period last year. For operating gross profit of
NT$5.59 billion (annual increase of 99.25%), operating profit of NT$3.85 billion
(annual increase of 161.87%), and net income after tax attributable to owner of the
parent of NT$3.40 billion (annual increase of 186.51%), the annual EPS after tax
reached NT$18.10, which perfectly marked a new historical record high of profits.
Further inspection of the annual gross profit margin, operating profit margin and
net income after tax attributable to owner of the parent reached 23.10%, 15.92%
and 14.04% respectively, which is the best profit performance of the Group since
its establishment in 1995. In addition, for the proportion of the output value of
production bases in various countries in 2022, the proportions of China, Vietnam
and Cambodia accounted for 28.02%, 50.69%, and 21.29%, respectively. In order
to meet the demand for future mass production, each production base will continue
to implement capacity expansion plans. The plan to build a new factory in
Indonesia will be officially launched; with regard to the revenue ratio of sales
regions (designated target markets of brand customers), Europe and the United
States remain to the major markets of sales, of which 48.24% (Greater Europe)
compared to 41.00% (the Greater America). Regarding OEM brand, there are
currently more than 50 OEM brands under mass production, of which the top three
account for more than 30%, the top ten account for nearly 80%, and the top 20
account for 90%. In sum, Fulgent Group has substantially demonstrated multiple
operational and management synergies such as diversified distribution of factories,
scattered and global-covered sales regions, as well as optimized product mix.

2. Summary of this year's business plan and future company development strategy

Looking forward to the global outdoor sports and leisure trend is continuing
to proper, and the industry growth remains. In response to the medium and
long-term growth demand for mass production orders, we will continue to
implement the production capacity expansion plan, which is expected to create
more diversified and favorable capacity allocation. The group's next stage of
capacity planning will focus on Indonesia. While expanding production capacity,
we will also continue to implement the replacement and integration of various
hardware and software production equipment. We will strengthen the information
security protection and management mechanism, and enhance the promotion of the
integration and optimization of the production lines of each factory, actively
increase the investment in various research and development, and continue to
improve the layout of smart production. In addition, we will also pragmatically



promote various industry-academic cooperation projects, and continue to work
with international brand customers, develop new types of shoes, optimize core
shoe-making technical capabilities, deepen and strengthen the mutual strategic
partnership, and create the smart production model with more efficiency, speed and
adaptability to solidly establish the Group's diversified competitive advantages in
the field of shoemaking industry.
3. Affected by the external competitive environment, regulatory environment and

overall business environment

Fulfilling corporate social responsibility and sustainable operation are the
main business objectives of the Company. We support various public welfare and
social education undertakings through the Fulgent International Charity Fund with
the expectation to achieve harmonious and commonly prosperous society. The
concern for environmental protection issues is directly reflected in all levels, and
we spare no effort in terms of caring for all employees. The management team
always abides by the core values of "harmony, speed, quality, and innovation™, and
adheres to "morality, wisdom, diligence, and logn-term cultivation”. In addition,
the Company's previous corporate governance evaluations conducted by the TWSE
all achieved excellent results (rank in the top 20%). Our management team will
continue to improve the relevant corporate governance regulations with a more
rigorous attitude, so as to ensure that relevant stakeholders rights and interests, and
will keep an eye on new issues and trends at home and abroad (including various
ESG layouts), pragmatically adjust and improve the performance of corporate
social responsibility to continuously improve the corporate governance system and
enhance the internal control management mechanism to create long-term value and
strive for equal treatment of shareholders' rights and interests, and adhere to the
rights and interests of the Company's stakeholders and their rights, continue to
work pragmatically and accurately to create value and protect the rights of all
stakeholders, further substantially turnging the Company's operating achievements
into benefits to all shareholders, the public and our employees, optimize corporate
governance, strive to achieve the goal of sustainable operation, and share the
operating fruits with all shareholders.

Looking back on the international situation in the past few years, despite the
China-US trade war, the impact of the global COVID-19 epidemic, geopolitical
and economic fluctuations, and concerns about a sharp rise in inflation, and other
external challenges. However, the management team of the group continues to be
optimistic about the medium and long-term development trend of the outdoor
leisure industies, and always convinced that a crisis is a turning point, so we have
not stopped the actions to increase production capacity. Thus, within fewer than
five years from 2018, the cumulative capital investment has reached nearly 4 share
capital and reached NT$7.20 billion. The management team will focus on
deepening the operation of the industry, continue to implement the capacity
expansion plan, and diversify the production base. As well as important business
strategy axes such as mass-produced brand differentiation, we are continuously
optimizing the multi-brand development strategy. And under the small and diverse
flexible and mobile order receiving mode, coupled with the successful expansion



of the group's production capacity in recent years. The Group's overall
development capabilities and production and sales scale have been significantly
improved, which will be able to meet more demands from more new customers
and demonstrate the substantial benefits of economies of scale.

"The key is corporate goverance despite the importance of performance.”
Expect to strengthen the group's competitive advantage on the basis of the existing
operation, and then increase the added value. We hope to better fulfill the corporate
social responsibility and the obligation of sustainable operation, strengthen the
operation of the board of directors, and improve information transparency and
compliance with relevant laws and regulations to improve the efficiency of
corporate governance. And strive for equal treatment of shareholders' rights and
interests, and adhere to the rights and interests of all stakeholders of the company.
Continue to be pragmatic and precise to create value and protect the rights of all
stakeholders, and expect to give back the company's operating results to all
shareholders and all employees in pursuit of sustainable development and
long-term excellence.

Once again, we would like to thank all shareholders for their support and
encouragement, and sincerely wish all shareholders a safe, healthy and happy life!

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

2011

2012

2013

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 1SO9001
quality system certification and further received its certificate in January,
2004.

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

In June, Fujian Sunflower Footwear Co., Ltd was 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 Cayman Islands to apply for listing in Taiwan and
restructure. In the same vyear, 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 agent for
sporting goods in Taiwan.

In September, Laya Outdoor Products Limited was established in Hong Kong;
in January 2011, Laya Outdoor Products Limited 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.

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 public in Taiwan Stock Exchange in October.

In December, Lin Wen Chih Sunbow Enterprises Co., Ltd. was established in
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Year

Important Chronicle

2015

2016

2019

2020

2020

2021

2021

2021

2021

2022

2022
2023

Cambodia to produce and sell sports shoes and outdoor shoes; Lin Wen Chih
Sunstone 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 in “Taiwan
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 to
the “MSCI Taiwan Small Cap Index.”

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

In July, Fulgent Sun International (Holding) Co., Ltd was reviewed by Taiwan
Index Plus Corporation and included in “Taiwan Corporate Governance 100
Index.”

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

In August, Eversun Footwear Co., was established in Vietham, OEM
production of sportswear and outdoot footwear.

In Ocotober, Fulgent Sun International (Holding) Co., Ltd was reviewed by
Taiwan Index Plus Corporation and included in “TAIEX+ Small/Mid-Cap
Alpha Momentum 50 Index.”

In December, PT. SUN BRIGHT LESTARI was established in Indonesia.

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

In August, Laya Chemical Engineering Co., Ltd. was established in Taiwan.

In February, Lin Wen Chih Sunzeal Enterprises Co., Ltd was established in
Cambodia.

3. Group structure: Please refer to page 204, (1) Organizational chart of
affiliated companies.

4. Risk Matters: Please refer to pages 200-203, 6. Analysis of Risk
Management.



I11. Corporate Governance Report

1.

Organization System

(1) Organization Chart

Salary and Remuneration Committee

Audit Committee

Shareholder's Meeting

Corporate Committee for Sustainable

Development

Board

of Directors

Chairman

President

Auditing Office

Business

Center

Procurement

Center

Administration

Center

Financial

Center

Development

Center

Production/QC

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.




Department

Responsibilities

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

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.
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Department

Responsibilities

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

N

o 0k~ w
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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

N PR e

Handle production and external processing.
Schedule and follow up production and external processing.
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2. Information on Directors, Supervisors, President, Vice Presidents, Assistant Vice Presidents, and Heads of

Departments and Branches
(1) Directors and Supervisors
A. Directors

As of April 1, 2023; Unit: Thousand Shares; %

sh sh Held i Executives, Directors or
Shares Held c aretsl Currently Held by thare,j ¢ ]Icn Supervisors who Are Spouses
Nationality 5 when Elected u|_r|reelr; y Spouse and Minor eOtsrenrz © or within Second Degree of
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Tite | County Name Gender| Date Terml First Education and Work Experience Current Position in the Co_mpany and/or Other Remark
of /Age |[Elected Elected Companies
Registration ectediNumber Number Numb Number . Relation
of | % | of | % f”S': o e | of | w Tite | Name |~
Shares Shares of Shares Shares
Chairman, Capital Concord Enterprises Limited
Chairman, Fujian Sunshine Footwear Co., Ltd.
Chairman, Sunny Footwear Co., Ltd.
Chairman, Hubei Sunsmile Footwear Co., Ltd. . Fang-Chu
Chairman, Fulgent Sun Footwear Co., Ltd. President Liao Spouse
Chairman, Fujian Laya Outdoor Products Co., Ltd. '
Chairman, Lin Wen Chih Sunbow Enterprises Co.,
Wen- Bachelor of Chemical Engineering,  (Ltd.
. . 2022/ | 3 | 2009/ 23,511 24,120 Feng Chia University Chairman, Lin Wen Chih Sunstone Enterprises Co.,
Chairman] ROC [ Chih, | M/ 68 527 vears| 11/24 4341 | 233 | 4,341 (2.28 (Note 1) 12.33 (Note 1) 12.65 President, Fulgent Sun International  |Ltd. Note 3
Lin (Holding) Co., Ltd. Chairman, Lin Wen Chih Sunlit Enterprises Co., Ltd. L
Chairman, NGOC HUNG Footwear Co., Ltd. Within
CSO, Fulgent Sun International (Holding) Co., Ltd.  [Executive|] Wen- | second
Chairman, Eversun Footwear Co., Ltd. Vi K d
Chairman, PT. SUN BRIGHT LESTARI ice uang, | degree
Chairman, Laya Chemical Engineering Co., Ltd. President| Lin of
Chairman, Lin Wen Chih Sunzeal Enterprises Co., kinship
Ltd.
Director, Capital Concord Enterprises Limited
Director, Fujian Sunshine Footwear Co., Ltd.
Director, Sunny Footwear Co., Ltd. Wen-
Director, Hubei Sunsmile Footwear Co., Ltd. Chairman hih. Li Spouse
Director, Fulgent Sun Footwear Co., Ltd. Chih, Lin
Fang- Bachelor of International Trade, Director, Fujian Laya Outdoor Products Co., Ltd.
. 2022/ 3 | 2013/ 28,461 21,712 Chinese Culture University Director, Lin Wen Chih Sunbow Enterprises Co., Ltd.
Director | ROC | Chu, | /66 5/27 |Vears| 6/21 1,798 | 0.97 | 1,798 | 0.94 (Note 2) 14.92 (Note 2) 11.38 |vjice President of Sales, Fulgent Sun |Director, Lin Wen Chih Sunstone Enterprises Co., Ltd. | Note3
Liao International (Holding) Co., Ltd. Director, NGOC HUNG Footwear Co., Ltd. Within
President, Fulgent Sun International (Holding) Co., |Executive| Wen- | second
Ltd. .
CEO, Fulgent Sun International (Holding) Co., Ltd Vice Kuang, | degree
Director, PT. SUN BRIGHT LESTARI President Lin of
Director, Lin Wen Chih Sunzeal Enterprises Co., Ltd. kinship




Executives, Directors or

Sh Sh Held i
Shares Held ares Currently Held by ares Feld n Supervisors who Are Spouses
Currently . the Name of _
A when Elected Spouse and Minor or within Second Degree of
Nationality Date Held Others Kinship
. Count Gender| Dat . . . C t Position in the C d/or Oth
Title | * "™ | Name ender) Date Term| First Education and Work Experience urrent Fosition in the o_mpany andior ner Remark
of /Age |[Elected Elected Companies
Registration Number Number Number Number ) Relation
of | % | of | % | oo | % | of | % Title | Name |- a0
Shares Shares Shares
Director, Capital Concord Enterprises Limited
Director, Sunny Footwear Co., Ltd.
Director, Hubei Sunsmile Footwear Co., Ltd.
Director, Fulgent Sun Footwear Co., Ltd.
. Master in Finance. National Yunlin Director, Lin Wen Chih Sunbow Enterprises Co., Ltd.
Chih- 2022/ 3 | 2016/ N X o Director, Lin Wen Chih Sunstone Enterprises Co., Ltd.
. University of Science and Technology|~.
Director| ROC |Cheng,| M/ 50 326 | 018 | 326 |0.17 - - - - |Assistant Manager of Sales, First Director, NGOC HUNG Footwear Co., Ltd. - - - -
Li 5/27 |Years| 6/15 Commercial Bank ' Director, Lin Wen Chih Sunzeal Enterprises Co., Ltd.
1ao Spokesperson, Fulgent Sun Group
Executive Vice President, Fulgent Sun International
(Holding) Co., Ltd
Finance Supervisor, Fulgent Sun Group
CGO, Fulgent Sun Group
PhD in Mechanical Engineering,
Northwestern University
Master in Mechanical Engineering, I T .
University of New Mexico IL_JIr:ie\tlleTs?t?Stmgu'Shed Professor, Feng Chia
. E:rfhecl:?]ri;)[}l\rflif\e/(‘:et:sairglcal Engineering, Director, WINSON Machinery Casting Co., Ltd
Independ Jin- 2002 | 3 | 2019/ -ng Y Independent Director, CHINA FINEBLANKING
Director of Department of
ent ROC  [Huang, M/63 - - - - - - - - [Mechanical and Computer-Aided [ ECHNOLOGY €O, LTD. - ) ) -
. 5/27 |years| 6/12 O puter-Aldec Independent Director, BEST PRECISION
Director Huang Engineering, Feng Chia University INDUSTRIAL CO.. LTD
Dean of College of Engineering and |, 400 ent Director, ALFORMER INDUSTRIAL
Science, Feng Chia University co. LTD
VVice President, and Director of Office| " ’
of Industry-Academia Cooperation,
land Feng Chia University
PhD in Business Administration,
National Chengchi University
Master in Business Administration,
National Taiwan University
Independ Chun- 2022/ 3 | 2019/ S?]?Cee:;rtm Physics, Tsing Hua Director and Honorary Professor of Department of
ent ROC M/70 - - - - - - - - y - Finance, National Yunlin University of Science and - - - -
; Dean of College of Finance and
. An, Li 5/27 |years| 6/12 . -9 - Technology
Director Banking, National Kaohsiung

University of Science and
[Technology
Certified Public Accountant of

Chun-An, Li Accounting Firm

10




Executives, Directors or

Shares Held CSharetsI Currently Held by Str;]are,j Held ]Icn Supervisors who Are Spouses
Nationality 5 when Elected u|_r|reelr(1j y Spouse and Minor eOtsrenrz © or within Second Degree of
ate P Kinship
Tite | County Name Gender| Date Terml First Education and Work Experience Current Position in the Co_mpany and/or Other Remark
of /Age |[Elected Elected Companies
Registration Number| Number Number Number . Relation
of | % | of | % | oo | % | of | % Title | Name |- a0
Shares Shares Shares
Bachelor of Accounting, Soochow
- University .
Independ J‘f” 2022/ 3 | 2019/ Senior Vice President of Corporate Director, E-Ele_ments Technology Co., Ltd
ent ROC |Ming, | M/65 - - - - - - - - - . . - Independent Director, Tecstar Technology Co., Ltd. - - - -
5/27 |years| 6/12 Financing, Capital Securities Corp. Independent Director, Lian Hong Art. Co., Ltd
Director Wu President, Zhanteng Venture Capital ' T
Consulting Co., Ltd.
Supplementary Open Junior College
For Public Administration, National
Chengchi University
Independ Kun- Manager of Northern Taichung
. 2019/ 3 | 2016/ Branch, Douliu Branch, and N
ent ROC  (Hsien,| M/71 6/12 |years| 6/15 - - - - - - - "~ |zhongxiao Road Branch, First one - - - Note 4
Director Chang Commercial Bank
Senior Assistant Vice President and
Director of Taichung Region Center,
First Commercial Bank
PhD in Economics, Michigan State
University
Master in Economics, National
Chengchi University
ind J Part-time Assistant Professor of
fidepen Ai-Chi 2019/ 3 | 2016/ Department of Economics, Associate Professor of Department of Finance,
ent ROC M/56 - - - - - - - - [National Chi Nan University National Yunlin University of Science and Technolo - - - |Noted
. » Hsu 6/12 |years| 6/15 Director of Department of Finance, Y 9
Director National Yunlin
University of Science and Technology
Associate Professor of Department of
Finance, National Yunlin University
of Science and Technology
Supplementary Open Junior College
for Business Administration, National
Cheng Kung University
Independ H_ui— 2022/ | 3 | 2022/ Manager of Kaohsigng B(anch and
ent ROC | Ying, | F/68 557 |Years| 5/27 - - - - - - - - |Luzhu Branch, Senior assistant None - - - Note 5
Director Wang manager and director of Kaohsiung
Regional Center, senior assistant and
director of Tainan Regional Center,
First Commercial Bank
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Shares Shares Held in Executives, Directors or
Shares Held Currently Held by Supervisors who Are Spouses
Currently . the Name of _
Nationality when Elected Held Spouse and Minor Others or within Second Degree of
Date o i Kinship
Tite | County Name Gender| Date Terml First Education and Work Experience Current Position in the Co_mpany and/or Other Remark
of /Age |[Elected Elected Companies
Registration Number Number Number Number ) Relation
of | % | of | % | oo | % | of | % Title | Name |- a0
Shares Shares Shares
PhD in Business
IAdministration,National Sun Yat-Sen
University
MBA Pennsylvania State University
Bachelor of Accounting, National
Independ Shu- 2022/ | 3 | 2022/ Chengchi University . Professor, Department of Finance, National Yunlin
ent ROC [Ching,| F/56 - - - - - - - - |Director of Doctoral Program in P : - - - Note 5
. Chou 527 |Years| 5/27 Industrial Management, University of Science and Technology
Director National YunlinUniversity of Science
and Technology
Director of Department of Finance,
National YunlinUniversity of Science
and Technology

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.

Note 4: Independent Director Kun-Hsien, Chang and Director Ai-Chi, Hsu resigned on May 27, 2022.

Note 5: Independent Director Shu-Ching, Chou and Director Hui-Ying, Wang took office on May 27, 2022.
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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, and
therefore it doesn’t apply.

D. Professional Qualification of Directors and Supervisors and Information Disclosure
of the Independence of Independent Directors:

Criteria Takingtg concmtjr:rent

. . . position as the
Professional Qualification and Experience Independence (note 2) independent director in
(Note 1) other TWSE/TPEx
Name Listed Companies
Work experience in commerce, corporate
operations, and operational judgment
required capacity.
Wen-Chih, Lin |Worked as the Group President. - -

No circumstance stated in the
subparagraphs of Article 30 of the
Company Act.

Fang-Chu, Liao

Work experience in commerce, corporate
operations, and operational judgment
required capacity.

Worked as the Group Executive Vice
President.

No circumstance stated in the
subparagraphs of Article 30 of the
Company Act.

Work experience in commerce, corporate
operations, and operational judgment
required capacity.

Chih-Cheng, [Worked as the Group Executive Vice
Liao President. i i
No circumstance stated in the
subparagraphs of Article 30 of the
Company Act.
Independent director, complying
with independence, including
Work experience as lecturer in the but not limited to the
finance related departments of public and [natural-person, spouse or
private universities and colleges. relative within second degree of
Director of Department of Mechanical  |kinship is a director, supervisor,
and Computer-Aided Engineering, Feng [or employee of the Company or
Chia University affiliated enterprise. Not holding
Jin-Huang De_an of qulege of Engi_neering and any company sh_ares; not a
Huang ' |Science, Director of Office of director, supervisor or employee 3

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

No circumstance stated in the
subparagraphs of Article 30 of the
Company Act.

of the company with specific
relation to the Company; not a
professional that provides
commercial, legal, financial,
accounting, or consultation
services to the Company or to
any affiliated company for any
remuneration in the recent 2
years.
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Criteria

Professional Qualification and Experience

Independence (note 2)

Taking a concurrent
position as the
independent director in

(Note 1) other TWSE/TPEx
Name Listed Companies
Work experience as lecturer in the Independent director, complying
finance related departments of public and |with independence, including
private universities and colleges; and but not limited to the
CPA, or other professional or technical  |natural-person, spouse or
specialist relative within second degree of
who has passed a national examination  |Kinship is a director, supervisor,
and been awarded a or employee of the Company or
Certificate in a Profession necessary for |affiliated enterprise. Not holding
the business of the any company shares; not a
Chun-An. Li Company. _ _ director, supervisqr or emp!oyee i
' Dean of College of Finance and Banking, |of the company with specific
National Kaohsiung relation to the Company; not a
University of Science and Technology, |professional that provides
Director and Honorary Professor of commercial, legal, financial,
Department of Finance, accounting, or consultation
National Yunlin University of Science  |services to the Company or to
and Technology, and CPA in practice. any affiliated company for any
No circumstance stated in the remuneration in the recent 2
subparagraphs of Article 30 of the years: None.
Company Act.
Independent director, complying
with independence, including
but not limited to the
Work experience in commerce, finance, |natural-person, spouse or
accounting, and operational judgement |relative within second degree of
required capacity. kinship is a director, supervisor,
Worked as the vice president at the or employee of the Company or
Underwriting Department of Capital affiliated enterprise. Not holding
Securities Corp., senior deputy CEO of |any company shares; not a
Chun-Ming, Wu |Department of Corporate Banking, director, supervisor or employee 2

Capital Securities Corp. and President,
Zhanteng Venture Capital Consulting
Co., Ltd.

No circumstance stated in the
subparagraphs of Article 30 of the
Company Act.

of the company with specific
relation to the Company; not a
professional that provides
commercial, legal, financial,
accounting, or consultation
services to the Company or to
any affiliated company for any
remuneration in the recent 2
years: None.
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Criteria

Professional Qualification and Experience

Independence (note 2)

Taking a concurrent
position as the
independent director in

(Note 1) other TWSE/TPEx
Name Listed Companies
Independent director, complying
with independence, including
but not limited to the
natural-person, spouse or
Work experience in finance and relative within second degree of
accountiﬁg kinship is a director, supervisor,
Worked as the manager of Douliu Branch or _er_nployee of the Company or
- - affiliated enterprise. Not holding
. and Zhongxiao Road Branch of First .
Kun-Hsien, - . any company shares; not a
Commercial Bank, and the senior - .
Chang . . director, supervisor or employee -
associate manager and director of . T
(Note 3) Taichung Regional Center of the company with specific
. N relation to the Company; not a
No circumstance stated in the rofessional that provides
subparagraphs of Article 30 of the P ial | f . ol
Company Act commercial, legal, fman_ua ,
' accounting, or consultation
services to the Company or to
any affiliated company for any
remuneration in the recent 2
years: None.
Independent director, complying
with independence, including
but not limited to the
natural-person, spouse or
Work experience as lecturer in the rk?:gr?i/e ;I:I;hdl?resstcc?rngudeegr:fiioorf
finance related departments of public and P : Sup '
. . . or employee of the Company or
private universities and colleges. . . .
. . affiliated enterprise. Not holding
Worked as the director and associate any companv shares: not a
Ai-Chi, Hsu |professor of the Department of Finance, dir)(/ector ZU )(/ervisor c’)r emplovee i
(Note 3) National Yunlin University of Science » Sup oy

and Technology.

No circumstance stated in the
subparagraphs of Article 30 of the
Company Act.

of the company with specific
relation to the Company; not a
professional that provides
commercial, legal, financial,
accounting, or consultation
services to the Company or to
any affiliated company for any
remuneration in the recent 2

years: None.
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Criteria

Professional Qualification and Experience

Independence (note 2)

Taking a concurrent
position as the
independent director in

(Note 1) other TWSE/TPEX
Name Listed Companies
Independent director, complying
with independence, including
but not limited to the
natural-person, spouse or
Work experience in finance and relative within second degree of
accounting. kinship is a director, supervisor,
Worked as the manager of Kaohsiung or employee of the Company or
Branch and Luzhu Branch, Senior affiliated enterprise. Not holding
RY assistant manager and director of any company shares; not a
ui-Ying, Wang : . . . .
(Note 4) Kaohsiung Regional Center, senior director, supervisor or employee -

assistant and director of Tainan Regional
Center, First Commercial Bank.

No circumstance stated in the
subparagraphs of Article 30 of the
Company Act.

of the company with specific
relation to the Company; not a
professional that provides
commercial, legal, financial,
accounting, or consultation
services to the Company or to
any affiliated company for any
remuneration in the recent 2
years: None.

Shu-Ching, Chou

Work experience as lecturer in the
finance related departments of public and
private universities and colleges.

Worked as the director and professor of
the Department of Finance, National

Independent director, complying
with independence, including
but not limited to the
natural-person, spouse or
relative within second degree of
kinship is a director, supervisor,
or employee of the Company or
affiliated enterprise. Not holding
any company shares; not a
director, supervisor or employee

(Note 4) Yunlin University of Science and . L
of the company with specific
Technology. . i
. . relation to the Company; not a
No circumstance stated in the . .
: professional that provides
subparagraphs of Article 30 of the - . .
commercial, legal, financial,
Company Act. . .
accounting, or consultation
services to the Company or to
any affiliated company for any
remuneration in the recent 2
years: None.
Note 1: Professional Qualification and Experience: Describe the professional qualification and experience of the

individual director and supervisor. If the director is a member of the Audit Committee with expertise in
accounting or finance, describe the accounting or financial background and work experience of the
director. Additionally, explain any circumstances in the subparagraphs of Article 30 of the Company Act,
when applicable

Note 2: The compliance of independence for independent directors includes but not limited to the natural-person,

Note 3:
Note 4:

spouse or relative within second degree of kinship is a director, supervisor, or employee of the Company
or affiliated enterprise. Not the natural-person, spouse and relative of second degree kinship (or under
other’s name) who holds the shares of the Company and with certain weight; Not a director, supervisor
or employee of the company with specific relation to the Company (refer to Refer to Article 3, Item 1,
Paragraph 5~8 of Regulations Governing Appointment of Independent Directors and Compliance
Matters for Public Companies). Not a professional that provides commercial, legal, financial, accounting,
or consultation services to the Company or to any affiliated company for any remuneration in recent 2
years.

Independent Director Kun-Hsien, Chang and Director Ai-Chi, Hsu resigned on May 27, 2022.
Independent Director Shu-Ching, Chou and Director Hui-Ying, Wang took office on May 27, 2022.
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E. Board diversity and independence:

(A) Board diversity: The Company has established a diversity policy on the formation
of the Board members in the “Corporate Governance Best-Practice Principles,” in
which all members are equipped with the necessary knowledge, skills, and moral
fiber to carry out their responsibilities.

a. The Company adopted the “Corporate Governance Best-Practice Principles

(B)

for TWSE/TPEx Listed Companies” and developed a diversified approach in
Chapter 111, "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.

. The Company set up eight directors, 3 of the Board members are female.

Apart from the female members, the directors competent in operation
management and decision-making include Wen- Chih, Lin, Fang-Chu, Liao,
Chih-Cheng, Liao, Jin-Huang, Huang, Chun-An, Li,and Chun-Ming, Wu; the
directors competent in finance and accounting include Wen- Chih, Lin,
Fang-Chu, Liao, Chih-Cheng, Liao, Hui-Ying, Wang, Shu-Ching, Chou,
Chun-An, Li and Chun-Ming, Wu and the directors competent in banking and
security affairs include Hui-Ying, Wang, Chih-Cheng, Liao, and Chun-Ming,
Wu.

. The ratio of directors as concurrent employees of the company is 3/8 and the

ratio of independent is 5/8. Female director ratio is 3/8, 2 independent
directors have seniority of term under 3 years, 3 independent directors have
seniority of term between 3~6 years, 3 directors aged under 65 years, 4
directors aged between 65~69 years, and 1 aged over 70 years.

. Specific management goals: Fulgent Sun values the gender equality in the

composition of Board of Directors members. The female director ratio is
targeted as 33% or more and two female directors were added to the sixth
Board of Directors, meeting a ratio of 38%.

. The Board of Directors sets out the diversification policy for the composition

of its members and exposes it on the company website.

Board independence: The independence directors all comply with the
independence requirements in Items 3 and 4 of Article 26-3 of the Securities
and Exchange Act, including but not limited to the director, spouse, and
relative within 2nd degree kinship who has not served as the director,
supervisor or employer of Fulgent Sun or affiliated enterprise; Director
Fang-Chu, Liao and the Chairman are spouses.

a. Specific Management Objectives: The Company values the independence and

gender equality for the composition of Board of Directors members. The
independence director ratio is targeted at over 50%. Two independent
directors were added to the 5th Board of Directors and currently the ratio of
independent directors account for 63% of total director seats.
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(2) Information on President, Vice Presidents, Assistant Vice Presidents, and Heads of Departments and Branches
As of April 1, 2023; Unit: Thousand Shares, %

Title

Nation
ality or
County
of
Registr
ation

Name

Gender

Date
Elected

Shares Held
when Elected

Shares
Currently Held

Currently Held
by Spouse and
Minor

Number|
of
Shares

%

Number
of
Shares

%

Number
of Shares

%

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

0.94

28,461

14.92
(Note 1)

21,712
(Note 1)

11.38

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

Director, NGOC HUNG Footwear Co., Ltd.
President, Fulgent Sun Group

CEO, Fulgent Sun Group

Director, PT. SUN BRIGHT LESTARI

Director, Lin Wen Chih Sunzeal Enterprises Co., Ltd

Chairman

Executive
Vice
President

Wen-
Chih,
Lin

Wen-

Kuang

, Lin

Spouse

Within
second
degree of]
kinship

Note

Executive
Vice
President

ROC

Chih-
Cheng,
Liao

2011/
5/16

326

0.17

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.
Drector, Fulgent Sun Footwear Co., Ltd.

Director, Lin Wen Chih Sunbow Enterprises Co., Ltd.
Director, Lin Wen Chih Sunstone Enterprises Co., Ltd.
Drector, NGOC HUNG Footwear Co., Ltd.

Director, Lin Wen Chih Sunzeal Enterprises Co., Ltd
Spokesperson, Fulgent Sun Group

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

Finance Supervisor, Fulgent Sun Group

CGO, Fulgent Sun Group
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Currently Held

Executives, Directors or

Nation Shares Held Shares by Soouse and Supervisors who Are
ality or when Elected|Currently Held y IE)/Iinor Spouses or within Second
e Degree of Kinship
Title Co(l)an ty Name |Gender Ell?e?:tti d Education and Work Experience Current Position 'gg;ﬁpgr?gspany and/or Other mR;?k
Registr Number Number ) i
tg of % of % Number % Title Name Rels.tlons
aon Shares Shares of Shares "
Within
Wen-
. .| second
Chairman | Chih, dearee of
Executive Wen- Master of Arts, Institute of Labor Lin g .
i 2018/ . . kinship
Vice ROC | Kuang, M 12/12 393 |0.21| - - - - [Relations, National Zhongzheng None Withi -
. . - ithin
President Lin University Fang- second
President | Chu,
. |degree of
Liao,| =~ .
kinship
Bachelor of Accounting, Feng
Chien- Chia Universit
2021/ y . Note
Group CFO| ROC Chao, M o1 2 - - - - - |Group Controller of Accounting None - - - 3
Hung Department, Fulgent Sun
International (Holding) Co., Ltd.
Chia Bachelor of Accounting,
Group Audit 2020/ Providence University
ROC Jung, F 11 |0.01 - - - - . None - - - -
Manager Shen 8/6 Auditor, Fulgent Sun
International (Holding) Co., Ltd.
Ming- Master of Engineering Design Supervisor, Sunny Footwear Co., Ltd
Sales- Vice roc | Hsien, M 2015/ 104 loos ] i ) i and- its Management Of_ Supervisor, Hubei Sunsmile Footwear Co., Ltd. - - - -
President Chen 8/01 University of Huddersfield Supervisor, Fujian Laya Outdoor Products Co., Ltd.
Manager, Pou Chen Corporation
Production
Vice Xu-Ming, 2013/ Qingliu No.2 High School in
. .| RPC M - - - - - - . . . . None - - - -
President in Huang 9/1 Sanming City, Fujian Province
China
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Shares Held Shares Currently Held E);ii)uetrl\\:?ss()’rg:;;cgc:jeor
Nation
ality or when Elected|Currently Held by S&c:l:;? and Spouses or within Second
PP Degree of Kinship
Title Co(l)an ty Name |Gender Ell?e?:tt(; d Education and Work Experience Current Position 'gg;ﬁpgr?gspany and/or Other mF\;?k
Registr Number Number i i
tg of | w | of o |Number| . Title  |Name Rels_tlons
aen Shares Shares of Shares P
Production Master of business
Vice administration of Universit
) . Wen-Yao, 2022/ . y
President in| ROC Chan F 101l - - - - - |of Northumbria at Newcastle None - - - -
Southeast g Vice President,Green Shoes
Asia Vietnam Enterprise LTD

Notel: 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 2: 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.

Note 3: Chien-Chao, Hung Promoted to Group CFO on April 1st, 2023.

20




3. Remuneration for directors, supervisors, general manager and vice general manager in the most recent year
(1) Remuneration of general directors and independent directors

Unit: NT$1,000; %

Compensations to Directors

Total Remuneration

(A+B+C+D) and as a

Remunerations Paid to Concurrent Employees

Total remuneration (A,

Directors B,C.D,E F.and G) | Remuneration
Base Remuneration Severance Pay (B Business Execution Salary, Bonus and Severance Pay (F’ .
v ® Remuneration (C) percentage of Net y v E) Employees' Remuneration (G) and as a percentage of Paid to
(A) (Note 1) (Note2) Expenses (D) Profit after Tax Allowances (E) (Note 1) Net Profit after Tax | Directors from
. All Compani an Invested
Title Name Al Al Al Al Al Al Al o Al
The Company | Listed in Financial Company
Companies Companies Companies Companies Companies Companies Companies Companies
The The The The The The The Statements The Other than the
Listed in Listed in Listed in Listed in Listed in Listed in Listed in Listed in Company’s
Company Company Company Company Company ICompany [Company Company pany
Financial Financial Financial Financial Financial Financial Financial Stock | Cash | Stock Financial Subsidiary
Statements Statements Statements Statements Statements Statements Statements Amount | Amount fAmount Statements
Wen-Chih,
Lin
_ Fang-Chu 12,700 52,273
Director Liao - - - - - | 12,700] - - - - | 32,248| - 141 - |7.184] - - None
0.37 154
Chih-Cheng,
Liao
Jin-Huang,
Huang
Chun-An, Li
Chun-Ming,
Wu
Kun-Hsien,
Chang
Independent| (Note 3) 7,492 7,492
Director 7,300 - 192 - - - - - - - -] - None
Ai-Chi, Hsu 0.22 0.22
(Note 3)
Hui-Ying,
Wang
(Note 4)
Shu-Ching,
Chou
(Note 4)
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螢光標示


1. Please describe the independent director's remuneration payment policy, system, standards and structure, and describe the relationship with the amount of remuneration
according to the responsibilities, risks, investment time and other factors:
In addition to considering director performance evaluation, the remuneration of independent directors of the Company is also based on Article 34.1 of the Company's Articled
Association. The remuneration committee reviews the degree of participation and contribution value of each director in the Company's operations, and the remuneration is b
on the responsibilities, risks, and reasonableness of the directors. The remuneration link shall be submitted to the board of directors for resolution after the resolution of the
remuneration committee.

2. Inaddition to the disclosure in the above table, the remuneration received by the directors of the Company for providing services (such as serving as consultants who are not
employees) to all companies listed in the financial report in the most recent year: NT$0.

22



Remunerations Brackets

Brackets of Remunerations Paid to Paid
to Directors

Name of Director

Total of 4 Remunerations

Total of 7 Remunerations

(A+B+C+D) (A+B+C+D+E+F+G)
All Companies All Companies
The Listed in Financial The Listed in Financial
Company Company

Statements

Statements

Less than NT$1,000,000

Kun-Hsien, Chang
(Note 4), Ai-Chi,
Hsu, (Note 4)

Kun-Hsien, Chang
(Note 4), Ai-Chi,
Hsu, (Note 4)

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

Jin-Huang, Huang,
Chun-An, Li,
Chun-Ming, Wu,
Hui-Ying, Wang
(Note 5), and
Shu-Ching, Chou
(Note 5)

Jin-Huang, Huang,
Chun-An, Li,
Chun-Ming, Wu,
Hui-Ying, Wang
(Note 5), and
Shu-Ching, Chou
(Note 5)

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

Chih-Cheng, Liao

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

Fang-Chu, Liao

Chih-Cheng, Liao

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

Wen-Chih, Lin

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

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

Wen-Chih, Lin and
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

Total

10

10

Note 1: In this year, there is no actual payment of pension, which would be the allocation of pension.
Note 2: The amount of director's remuneration distributed by the Company's board meeting on February 23,

2023.

Note 3: Independent directors Kun-Hsien, Chang and Ai-Chi, Hsu resigned on May 27, 2022.

Note 4: Independent Director Shu-Ching, Chou and Director Hui-Ying, Wang took office on May 27, 2022.

Note 5: 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; %
Salary (A) Severance Pay (B) Bonuses and Employees' Remuneration (D) | Total Remuneration (A+B+C+D) and | Remunerati
y (Note 1) Allowances (C) (Note 2) as a percentage of Net Profit after Tax | on Paid to
All Companies Directors
Listed in fromA
. Al . Al . Al . The Company Financial . Reinvested
Title Name Companies Companies Companies All Companies
The o The o The o Statements L Company
Listed in Listed in Listed in The Company Listed in Financial
Company| _. .. |Company| _. .. |Company| _. . Other
Financial Financial Financial Statements
Stock | Cash | Stock than the
Statements Statements Statements s
Amount|Amount| Amount |Amount Company’s
Subsidiary
. Fang-Chu,
Group President ang u
Liao
Executive Vice President Wen-LKiﬁang '
Executive Vice President | C'-CPeng:
Liao
Production Vice President | Xu-Ming, 44,993
in China Huang - | 14335 - 441 - | 16,201 - |14,016| - - None
. . Ming-Hsien,
Sales Vice President g-hsie 1.33
Chen
Production Vice
. . Wen-Yao,
President in South East éhanao
Asia (Note 3) 9
Group CFO Chien-Chao,
(Note4) Hung
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Remunerations Brackets

Brackets of Remunerations Paid to the
President and Vice Presidents

Name of President and Vice President

The
Company

All Companies Listed in
Financial Statements

Less than NT$1,000,00

Wen-Yao, Chang (Note 3)

NT$1,000,00 (included) — NT$2,000,000 (Excluded) -

Chih-Cheng, Liao

NT$2,000,00 (included) — NT$3,500,000(Excluded) -

Chien-Chao, Hung(Note 4)

NT$3,500,00 (included) — NT$5,000,000(Excluded) -

NT$5,000,00 (included) — NT$10,000,000 (Excluded) -

Wen-Kuang, Lin, Ming-Hsien, Chen,
Xu-Ming, Huang

NT$10,000,00 (included) — NT$15,000,000(Excluded) -

NT$15,000,00 (included) — NT$30,000,000(Excluded) -

Fang-Chu, Liao

NT$30,000,00 (included) — NT$50,000,000(Excluded) -

NT$50,000,00 (included) — NT$100,000,000 (Excluded) -

More than NT$100,000,000

Total

7

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 23, 2023.

Note 3: Wen-Yao, Chang onboarded on December 1st, 2022.

Note 4: Chien-Chao, Hung Promoted to Group CFO on April 1st, 2023.

Note 5: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) Managers reciving distributed employee remuneration and the distribution status

Unit: NT$1,000; %

Ratio of Total

Item Title Name Stock Amount Cash Amount Total Amount to Net
Income (%)
Group .
President Fang-Chu, Liao
Vice President|Wen-Kuang, Lin
Vice President Chih-Cheng,
Manager _Liao_ - 14,016 14,016 0.41
Vice President| Vng-Hsien,
Chen
Chien-Chao,
Group CFO Hung
(Note 1)

Note 1: Chien-Chao, Hung Promoted to Group CFO on April 1st, 2023.

(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
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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
Unit: NT$1,000; %

2021 2022

Total Remuneration |Ratio of Net Income (%)| Total Remuneration [Ratio of Net Income (%)

Title All All All All
Companies Companies Companies Companies
Co;hzn Listed in Co-lrr—1hi1n Listed in Co-r;h?in Listed in Co-r;h?in Listed in
PaNY | Financial PanY | Financial PaY! Financial PaY | Financial
Statements Statements Statements Statements
Directors - 40,665 - 3.43 - 59,765 - 1.76
President and
Vice - 35,579 - 3.00 - 44,993 - 1.33
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.

4. Implementation of Corporate Governance
(1) The Board‘s Operation

A total of seven meetings of the Board of Directors were held in 2022. The
attendance of directors and independent directors is as follows:

26



i Time of Actual .
. Time of Actual Ratio of Actual
Title Name Attendance Attendance by Attendance (%) Remark
Proxy
Chairman Wen-Chih, 7 0 100 -
Lin
Director Fang-Chu, 7 0 100 -
Liao
Director Chih-Cheng, 7 0 100 -
Liao
Independent Kun-Hsien, 3 0 100 Resigned on
Director Chang 2022.05.27
Independent S Resigned on
Director | A\-Chi Hsu 3 0 100 2022.05.27
Independent Jin-Huang, 7 0 100 i
Director Huang
Independent | cpyn_an, L 7 0 100 _
Director
Independent Chun-Ming,
Director Wu ! 0 100 i
Independent Hui-Ying, 4 0 100 Took office on
Director Wang 2022.05.27
Independent Shu-Ching, 4 0 100 Took office on
Director Chou 2022.05.27

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

The company has established an audit committee, and Article 14-3 of the Securities and
Exchange Act does not apply. Please refer to the operation of the audit committee.
(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.The director execution of avoiding agenda with conflict of interest should describe the name of
the director, content of agenda, reason for avoiding conflict of interest and the participation in
voting: The Company does not have circumstance where director should avoid agenda with
conflict of interest.

. Execution of the Board of Directors evaluation:

For more information on the results of the Board of Directors evaluation for 2022, refer to the
company website and the section, IIl. 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 Report

Evaluation Cycle

Evaluation Period

Evaluation Scope

Evaluation Method

Evaluation Criteria

Once a year

The evaluation
period is the
performance
evaluation from
December of the
previous year to
November of the
current year.

Board of directors

The method of
evaluation adopted is
the internal
self-evaluation of the
board of directors.

The measurement items of the

performance evaluation of the board

of directors include the following

five aspects;

1. The degree of engagement in the
Company's operations

2. Improve the quality of
decision-making of the board of
directors

3. Composition and structure of the
board of directors

4. Election and continuing education
of directors

5. Internal control

27




Evaluation Cycle

Evaluation Period

Evaluation Scope

Evaluation Method

Evaluation Criteria

The evaluation
period is the
performance

The method of

The measurement items for

performance evaluation of directors

include the following six aspects;

1. Matery of the Company's goals
and tasks

2. Underatanding of responsibilities

December of the
previous year to

November of the
current year.

committee

the chairpersons of the
functional committees.

Once a vear evaluation from Each board evaluation is of directors
y December of the member self-evaluation by 3. The degree of engagement in the
previous year to directors. Company's operations
November of the 4. Internal relationship management
current year. and communication
5. Election and continuing education
of directors
6. Internal control
The measurement items for the
performance evaluation of each
functional committee include the
The evaluation following five aspects; )
s 1. The degree of engagement in the
period is the . A
. Company's operations
performance The evaluation method . S
. . . - 2. Understanding of responsibilities
evaluation from Each functional is self-evaluation by . A
Once a year of functional committees

3. Improvement of the
decision-making quality of
functional committees

4. Composition of functional
committees and selection of
members

5. Internal control

Once every three
years

The 2021 external
board
effectiveness
evaluation period
is Jan. 1, 2019 to
Dec. 31, 2021

All board members

The method of
evaluation adopted
evaluates the
appointing party's
board governance
effectiveness through
procedures such as
reviewing the
questionnaires filled
out by the company,
interviewing board
members on site, and
verifying necessary
documents and files.

Take reference to the Corporate
Governance Best Practice Principles
and related research documents and
legal guidelines, it includes: the
composition and structure of the
board of directors, the selection and
appointment of directors and
continuing education, the degree of
engagement of the board of directors
in the company's operations, the
improvement of the quality of
decision-making of the board of
directors, internal control,
environment, society and the
corporate governance and value
creation to assess board governance
effectiveness.

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, III. 4. (3) Implementation of

Corporate Governance,

Gaps

in Corporate Governance Best Practice Principles for

TWSE/TPEX 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.

C.

(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.
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 2022 and independent director attends as follows:

. Responsibilities of the Audit Committee: The main purpose of the Audit Committee's operation is to monitor the following matters:

Title Name Time of Actual Time of Actual Rate of Actual Remark
Attendance Attendance by Proxy| Attendance (%)

Independent Director Chun-An, Li 5 0 100

Independent Director Chun-Ming, Wu 5 0 100

Independent Director | Kun-Hsien, Chang 2 0 100 Resigned on 2022.05.27
Independent Director Ai-Chi, Hsu 2 0 100 Resigned on 2022.05.27
Independent Director | Jin-Huang, Huang 5 0 100 -
Independent Director | Shu-Ching, Chou 3 0 100 Took office on 2022.05.27
Independent Director Hui-Ying, Wang 3 0 100 Took office on 2022.05.27
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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 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 from 2022 to the publication date of the annual report:

Items listed in [Other  Resolutions Passed by
. . Article 14-5 of | Two-thirds of All Directors but Yet
Audit Committee Agenda and Subsequent Process the Securities [to Be Approved by the Audit
Exchange Act |Committee
Case: The Company’s 2021 statement of internal control system V -
Case: The Company’s 2021 consolidated financial statements. V -
Case: The Company’s 2021 business report. \Y -
Case: The Company’s distribution of 2021 earnings. \Y -
2022'92'25 Case: The Company’s 2022 CPA independence assessment. \Y% -
4th Session 14th - - -
Time Case: Amendments of partial clauses to the Company’s “Articles of Incorporation” \% -
Case: Amendment of partial clauses for the “Procedures for the Acquisition and Disposal v )
of Assets” of the Company.
Case: Dismissal of Non-Competition in New Directors and Representatives \% -

Results of Audit Committee resolution (February 25, 2022): 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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Audit Committee

Agenda and Subsequent Process

Items listed in
Article 14-5 of
the Securities

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

Resolutions

Passed by

Exchange Act [Committee
2022.05.06 Case: The Company’s consolidated financial statements for the first quarter of 2022. - -
4th Session 15th |Results of Audit Committee resolution (May 6, 2022): All members of the Committee agreed to adopt the proposal.
Time 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 2022. \Y -
2022.08.19
5th Session 1st  |C@ase: Dismissal of Non-Competition in Directors \ -
Time Results of Audit Committee resolution (August 19, 2022): 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 2022. - -
Case: Amendments to some clauses of the “revolving financing” of the company. \Y -
. 5(;22-11-027 q Case: Amendments of partial clauses to the Company’s “Articles of Incorporation” \Y -
t eTs.Slon n Case: Amendments to some clauses of the “Procedures for Handling Material Inside
ime - - -
Information” of the Company.
Results of Audit Committee resolution (November 7, 2022): 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 2023 \Y -
Case: The Company’s business report and distribution of earnings for the first half i
of 2022.
Case: Appointment of PwC Taiwan to process the 2023~2025 financial report attestation v i
and fees related matters of the Company.
2022.12.28 Case: Amendments to some clauses of the “Shareholders’ Meeting Notice” of the i i
5th Session 3 |Company.
Time Case: Amendments to some clauses of the “Board of Directors Meeting Standards” and v i

“Board of Directors Mitting Operation Management.”

Case: Amendments to some clauses of the “Corporate Governance Best Practice

Principles” of the Company.

Results of Audit Committee resolution (December 28, 2022): 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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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 Audit

2023.02.23
5th Session 4th
Time

Exchange Act [Committee
Case: The Company’s 2022 statement of internal control system \% -
Case: The Company’s 2022 consolidated financial statements. V -
Case: The Company’s 2022 business report. V -
Case: The Company’s distribution of 2022 earnings. V -
Case: The Company’s 2023 CPA independence assessment and competency assessment. V -
Case: Amendments of partial clauses to the Company’s “Articles of Incorporation” \% -

Results of Audit Committee resolution (February 23, 2023): 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

Evaluation Item

Implementation Status

Discrepancies in
the Corporate
Governance
Best-Practice

Yes | No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
1. Does the Company establishand | v The Company has established the “Corporate Governance Best-Practice |No major
disclose the Corporate Principles” and disclosed these principles on the company website. Each |discrepancy
Governance Best-Practice operation has complied with these principles. As of the printing date of
Principles based on the the Annual Report, there is no major discrepancy.
“Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed Companies™?
2. Shareholding structure &
shareholders’ rights
(1) Does the Company establishan | v (1) The Company has established the “Procedures for Handling Material [ No major
internal operating procedure to Inside Information” and set up a spokesperson, a deputy|discrepancy
deal with shareholders’ spokesperson, a person in charge of stocks, and an e-mail address for
suggestions, doubts, disputes handling shareholders' proposals and inquiries.
and litigations, and implement
based on the procedure?
(2) Does the Company possess the | v (2) The Company has set up a person in charge of stocks with the help of|No major

list of its major shareholders as
well as the ultimate owners of
those shares?

Transfer Agency Service of CTBC Bank to control the list of major
shareholders.

discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX
Listed Companies
and Reasons

(3) Does the Company establish and
execute the risk management and
firewall system within its
conglomerate structure?

(4) Does the Company establish
internal rules against insiders
trading with undisclosed
information?

(3) The Company has established the “Procedures for Trading with Group
Companies, Specific Companies,” and “Related Parties and the
Regulations  Governing  Supervision and Management of
Subsidiaries,” which stipulate the operation, business, and financial
dealings associated with affiliated companies, to control related risks.

(4) The Company has established related written regulations to maintain
the 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.

No major
discrepancy

No major
discrepancy
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Evaluation Item

Implementation Status

Discrepancies in
the Corporate
Governance
Best-Practice

Yes | No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
3. Composition and responsibilities of
the Board of Directors
(1) Does the Board develop and v (1) The Company has established a diversity policy on the formation of  |No major

implement a diversified policy
for the composition of its
members?

the 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 Ill, "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 eight directors for the 6th Board of
Directors. Three of the Board members are female. Apart from
the female members, the directors competent in operation
management and decision-making include Wen- Chih, Lin,

Fang-Chu, Liao, Chih-Cheng, Liao, Jin-Huang, Huang,

discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX
Listed Companies
and Reasons

Chun-An, Li and Chun-Ming, Wu; the directors competent in
finance and accounting include Wen- Chih, Lin, Fang-Chu,
Liao, Chih-Cheng, Liao, Hui-Ying, Wang, Shu-Ching, Chou,
Chun-An, Li and Chun-Ming, Wu and the directors competent
in banking and security affairs include Hui-Ying, Wang,
Chih-Cheng, Liao, and Chun-Ming, Wu.

C. The ratio of directors as concurrent employees of the company is

3/8 and the ratio of independent is 5/8. Female director ratio is 3/8,
2 independent directors have seniority of term under 3 years, 3
independent directors have seniority of term between 3~6 years, 3
directors aged under 65 years, 4 directors aged between 65~69
years, and 1 aged over 70 years.

. Specific management goals: Fulgent Sun values the independence

of the Board members and gender equality, 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 of Directors and two female directors were added to the
6th Board of Directors, meeting a ratio of 38%.

. The 6th session of the Board of Directors sets out the

diversification policy for the composition of its members and
exposes it on the company website.
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Evaluation Item

Implementation Status

Discrepancies in
the Corporate
Governance
Best-Practice

Yes | No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
F. Implementation of diversification in the Sixth Board’s members:
Diversification Basic Composition Industry Experience Expertise
Criteria Seniority of
Terms for
0
ER Age Independent ul g —
ge Director 8|22 |09
= S 3 (a3 |2|a| 8
3 z2 | 8
£ | g |22 5 1€ |a|3|n|>|2]|8
S g |28 SI&|o| ¢ 2|ls|g|le|>|2|3]3
B g |32 2% 2 e |58 |3|8|2|3| 3
E; S |oE o888 |2 |5 |® |8 z|8|2|2|2
S |2g|8|a| e |3 15|31 &)| 3
28| <3| |5 |8 SlEl€]©
Es| &l 2|8 |° & |3
. < @ s | ) o
Director -
Wen-Chih, Lin ROC | M v v VI VI[V]|V][V]V
Fang-Chu,Liao | ROC | F v Y viv]iv]|v]v]yv
Chih-Cheng, Liao | ROC | M Y v v viv]iv]|v]v]v
Jin-Huang, Huang ROC M \% \% \% \% \%
Chun-An, Li ROC [ M Y Y vI]iv]v Y
Chun-Ming, Wu | ROC | M Y v |[v]|v v | v Y
Hui-Ying, Wang ROC F \% \% \% \% V|V \%
(2) Does the Company voluntarily | v/ Shu-Ching, Chou | ROC |_F v v v v No major

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 sets up the Corporate
Governance and Sustainable Development Committee. The Corporate
Governance and Sustainable Development Committee 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 Governance and
Sustainable Development Committee. The Audit Committee held one
meeting in 2022. The attendance of independent director is as follow:

discrepancy
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Implementation Status Discrepancies in
the Corporate
Governance
Evaluation Item Best-Practice
Yes | No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
Time of Time of Ratio of
Titl Name Actual Actual Actual
e Attendance Attendance | Attendance
by Proxy (%)
Director Wen-Chih, Lin 1 0 100
Director Fang-Chu, Liao 1 0 100
Director Chih-Cheng, Liao 1 0 100
Independent Director| Jin-Huang, Huang 1 0 100
Independent Director; ~ Chun-An, Li 1 0 100
Independent Director] Chun-Ming, Wu 1 0 100
Independent Director] Hui-Ying, Wang 1 0 100
(3) Does the Company establish v Independent Director|  Shu-Ching, Chou 1 0 100 No major
guidelines for evaluating the (3) The Board of Directors adopted the formulation of the “Guidelines for |discrepancy
Board of Director performance the Evaluation of the Board of Directors” on May 2, 2019. Directors
and the method of evaluation? shall conduct individual self-evaluation and functional committee
Does the Company conduct adopting the overall self-evaluation or evaluation by others. At least
annual performance evaluation one Board of Directors evaluation will be conducted and the period of
and submit the outcome of internal evaluation for the Board of Directors is between December of
performance evaluation to the previous year and November of current year. The outcome of the
Board of Directors in addition internal performance evaluation for the Board of Directors shall be
to applying such evaluation on completed prior to the last Board of Director meeting convened for
the consideration for the the current year.
remuneration of individual The outcome of the latest Board of Directors performance evaluation
director and the renewal of is as follows:
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Evaluation Item

Implementation Status

Discrepancies in
the Corporate
Governance
Best-Practice

Yes | No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
nomination? The evaluation of the Board of Directors and functional committees
was completed on December 28, 2022, and no improvement was
required. For more information, visit the company website (Investors -
Corporate Information - Board of Directors - Board Performance
(4) Does the Company regularly v

evaluate the independence of
CPAs?

Assessment)

(4) According to the “Corporate Governance Best-Practice Principles,”
the Audit Committee and the Board of Directors shall regularly refer
to the audit quality indicators (AQIs) to evaluate the independence,
competence and professionalism of certified accountants every year,
and shall request the CPAs to provide the statement of independence
every year. The Group's finance department 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

No major
discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX
Listed Companies
and Reasons

Evaluation Criteria Evaluation | Indepe
Result ndence
1.Does the CPA have direct or significant No v
indirect financial interests with the Company?
2. Does the CPA engage in financing activities No v
with the Company or its directors?
3. Does the CPA have a close business
relationship and a potential employment No \%
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 those having No V
significant influence on the audit currently or
over the last two years?
5. Does the CPA provide the Company
non-audit items that may directly affect the No V
audit?
6. Does the CPA act as agent for stocks or other
s No V
securities issued by the Company?
7. Does the CPA act as the defender of the
Company or on behalf of the Company to No \%
coordinate conflicts with other third parties?
8. Is the CPA a family member or relative of the
Company's director, managerial officer or No v
another position that has significant influence
on the audit?
9. Does the accountant meet the Audit Quality Yes v

Indicators (AQIs)?
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Evaluation Item

Implementation Status

Discrepancies in
the Corporate
Governance
Best-Practice

Yes| No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
4. Does the Company allocate a v

corporate governance unit or
personnel to be in charge of
corporate governance affairs
(including but not limited to
furnish information required for
business execution by directors,
handle matters relating to the
Board’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.)?

The Company adopted the resolution by the Board of Directors to appoint
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 is to handle matters related to the Board’s
meetings and 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
andcorporate governance provided to the members of the
Board of Directors during office and with periodic update.

(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) The independent directors meet with internal auditing
executive or CPA separately to understand the needs of
corporate financial services and assist with arrangement of

No major
discrepancy
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX
Listed Companies
and Reasons

relevant meetings, pursuant to the “Corporate Governance
Best-Practice Principles.”

(4) To assist independent director and directors with drafting the
annual training plans and arrangement of courses based on the
industrial characteristics of the Company and the directors'
experience and background.

B. To assist the Board of Directors and shareholders' meeting
procedures and resolution of regulatory compliance:

(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) Assist and remind the directors of the regulations to be
complied during the implementation of operation or official
resolution reached by the Board of the Directors, in addition
to proposing suggestions before the Board of the Directors
violates the law during resolution.

(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
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.
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX
Listed Companies
and Reasons

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 continuous education of the head of corporate governance in 2022

as of the print date of the Annual Report:

Time Organizer Course Name Hours Total
Hours
The impact of global minimum
. tax system and Taiwan
Taiwan Corporate Anti-Evasion System on
2022/5/27 ioverpapce Corporate Tax Governance fron 3.0
ssociation : -
the Perspective of Directors and
Supervisors
2022/9/5 Talwan Insurance Upgrade Competence of Board 3.0
Institute of Directors
Taiwan Insurance ESG Sustainable Development
2022/9/19 Insti Trend and Implementation of | 3.0
nstitute o
Liability Investment 18.0
Taiwan Stock 2022 Insider Equity '
2022/10/26 [Exchange Transaction Legal Compliance | 3.0
Corporation Advocacy Conference
Taiwan Stock 2022 Insider Trading
2022/10/28 [Exchange Prevention Advocacy 3.0
Corporation Conference
Securities and Key Analysis of Corporate
2022/12/28 Futures Instltu_te_ Governance Evaluation to be 3.0
Personnel Training | Noted by
Center Directors/Supervisors
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Implementation Status Discrepancies in
the Corporate

Governance
Best-Practice
Yes| No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons

Evaluation Item

5. Does the Company establish v The Company has set up a spokesperson, a deputy spokesperson, anda  [No major
communication channel of the person in charge of stocks, with the contact phone number and email discrepancy
stakeholders (including but not disclosed on the company website for establishing the communication
limited to shareholders, channel with the stakeholders.

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?

6. Does the Company appoint a 4 The Company has commissioned Transfer Agency Service of CTBC|No major
professional shareholder service Bank to hold shareholders’ meetings and other relevant affairs within the|discrepancy
agency to deal with shareholder Republic of China.
affairs?

7. Information Disclosure

(1) Does the Company have other| v (1) The Company has established the website to disclose information on |No major

information disclosure channels financial operations and corporate governance under “Investors.” discrepancy

(e.g., building an English website,
appointing designated people to
handle information collection and
disclosure, creating a spokesman
system,  webcasting  investor
conferences)?
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX
Listed Companies
and Reasons

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

(3) Does the Company announce and| v (3) The Company announces and declares the financial statements early|No major
declare the annual financial report before the specified date. Please refer to the Market Observation Post|discrepancy
in 2 months after the accounting System (website: https://mops.twse.com.tw/) for the financial
year, in addition to making early statements for the first, second and third quarters, and the monthly
announcement prior to the period operations.
required and report the quarter
financial statements

8. Is there any other important v (1) Employee's rights and employee care: The Company offers a variety|No Major

information to facilitate a better of employee benefits and has set up an e-mail as the channel for{discrepancies
understanding of the employees to fully respond with opinions.
v (2) Investor relations: The Company ensures investors' rights and|No Major

Implementation of Corporate
Governance practices (e.g.,
including but not limited to
employee rights, employee

wellness, investor relations,
supplier relations, rights of

information transparency by publishing information instantly and
explaining corporate finance and business in investor conferences
from time to time. The details are as follows:

1. The Company has set up the "Investors” page on the Company

website to help investors understand corporate finance and

discrepancies
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Implementation Status Discrepancies in
the Corporate

Governance
Best-Practice
Yes| No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons

Evaluation Item

stakeholders, directors’ and business.
supervisors’ training records, the 2. The minutes of the Company's shareholders' meetings are kept in
implementation of risk management accordance with the Company Act and related laws and
policies and risk evaluation regulations and published on the company website
measures, the implementation of v (3) Supplier relations: The Company requests suppliers to provide raw|No Major
customer relations policies, and materials without hazardous substances. discrepancies
purchasing insurance for directors | v (4) Stakeholders' rights: The Company offers the latest information and|No Major
and supervisors)? communicates through a variety of channels to maintain the legal|discrepancies
rights and interests of both the Company and stakeholders.
v (5) Continuous education for directors: The finance department invitesiNo Major

lecturers to teach directors on-site from time to time, reports the latestidiscrepancies
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.

Continuous education for directors in 2022, as of the print date of the
Annual Report, is described below:

Title Name Date Organizer Course Hours

The impact of global
minimum tax system and

Wen- -(E?)Irvr\)lgrr]ate Taiwan Anti-Evasion System
Chairman Chih, [2022/5/27 c on Corporate Tax 3
! overnance
. I Governance from the
Lin Association

Perspective of Directors and
Supervisors
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate
Governance
Best-Practice

Yes | No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
Title Name |Date Organizer |Course Hours
Securities and | Key Analysis of Corporate
Wen- Futures Governance Evaluation to be
. . Institute Noted by
Chairman Chih, |2022/12/28 Personnel Directors/Supervisors 3
Lin Training
Center
The impact of global
. minimum tax system and
Taiwan - X :
soaarsiy [Comorme | AR A Evon sy
Governance
E Association Governance from the
ang- Perspective of Directors and
Director Chu, Supervisors
Li Securities and | Key Analysis of Corporate
120 Futures Governance Evaluation to be
Institute Noted by
2022/12/28 Personnel Directors/Supervisors 3
Training
Center
The impact of global
T |
Corporate
2022/5/27 c on Corporate Tax 3
overnance | ~ from th
Chih- Association overnance irom the
Perspective of Directors and
Director | Cheng, Supervisors
Li Securities and | Key Analysis of Corporate
1a0 Futures Governance Evaluation to be
Institute Noted by
2022/12/28 Personnel Directors/Supervisors 3
Training
Center
The impact of global
. . minimum tax system and
Ind d Jing- Taiwan Taiwan Anti-Evasion System
ndependent Corporate
Huang, [2022/5/27 on Corporate Tax 3
i J Governance
Director Association | Governance from the
Huang Perspective of Directors and

Supervisors
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate
Governance
Best-Practice

Yes | No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
Title Name Date Organizer Course Hours
Corporate Corporate Governance and
Operating and| Securities Regulations
2022/5/31  |Sustainable 3
Development
Association
Taiwan Corporate Governance 3.0 —
Corporate Sustainable Development
Jing 2022/8/9 Governance | Blueprint 3
Independent Association
D'p N Huang, Taiwan How Board of Directors
Irector Corporate supervises ESG risks and
Huang|2022/8/9 Governance | build sustainability 3
Association | competitiveness
Securities and| Key Analysis of Corporate
Futures Governance Evaluation to be
Institute Noted by
2022/12/28 Personnel Directors/Supervisors 3
Training
Center
The impact of global
Taiwan minimum tax system and
Corporate Taiwan Anti-Evasion System
2022/5/27 G P on Corporate Tax 3
overnance
i Governance from the
Association ; -
Independent | Chun- Perspective of Directors and
. . Supervisors
Director | An, Li Securities and | Key Analysis of Corporate
Futures Governance Evaluation to be
Institute Noted by
2022/12/28 Personnel Directors/Supervisors 3
Training
Center
The impact of global
. minimum tax system and
Independent Jun- Z?)Irwg?ate Taiwan Anti-Evasion System
. Ming, [2022/5/27 Govr:ernance on Corporate Tax 3
Director o Governance from the
Wu Association

Perspective of Directors and
Supervisors
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Evaluation ltem

Implementation Status

Yes

No

Summary

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX
Listed Companies
and Reasons

Title Name Date Organizer Course Hours
Securities and Sggilﬁ)lrs\-?\r)lgking
2022/10/27 'I:r:jsttLthrStSe Implementation of_Corporate 3
Financial Information
Securities and
- New Corporate Management
Independent Jl.m 2022/10/27 Futures Practice fprom CSR to?ESG 3
. |\/||ng, Institute
Director Securities and
Wu Futures Key Analysis of Corporate
Institute Governance Evaluation to be
2022/12/28 Personnel Noted by 3
Training Directors/Supervisors
Center
The impact of global
Taiwan mipimum tax system and
Corporate Taiwan Anti-Evasion System
2022/5/27 G on Corporate Tax 3
OVernance | overnance from the
Association ; .
Perspective of Directors and
Supervisors
Policy Development and
Accounting | Internal Control Management
Research and | Practice Related to the Latest
Independent Shu- |2022/8/15 Develop_ment “ESG Sustainability” and 6
) Ching, Foundation | “Independent Financial
Director Reporting.”
Chou Accounting
Research and | Preparation of TCFD Report:
2022/8/24 Development | Principal Key Reference 3
Foundation
Securities and
Futures Key Analysis of Corporate
Institute Governance Evaluation to be
2022/12/28 Personnel Noted by 3
Training Directors/Supervisors
Center
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Evaluation Item

Implementation Status

Discrepancies in

the Corporate
Governance
Best-Practice

Yes | No Summary Principles for
TWSE/TPEX
Listed Companies
and Reasons
Title Name Date Organizer Course Hours
The impact of global
Taiwan minimum tax system and
Corporate Taiwan Anti-Evasion System
2022/5/27 Governance | " Corporate Tax 3
Association Governa_nce frorr_] the
Perspective of Directors and
Supervisors
2022 Independent Director
and Audit Committee
Taiwan Stock | Exercising Duties with
Hui- [2022/10/7 |Exchange Reference on the Guide 3
Independent . Corporation | Announcement and
Director Ying, Director/Supervisor
Wang Advocacy Conference.
. 2022 Insider Equity
Securities and Transaction Legal
2022/10/19 |Futures ; 3
Institute Compliance Advocacy
Conference
Securities and | Key Analysis of Corporate
Futures Governance Evaluation to be
Institute Noted by
2022/12/28 Personnel Directors/Supervisors 3
Training
Center
v (6) Implementation of risk management policies and measurement No Major

standards: The Company has formulated the “Risk Management
Policy and Procedures” that outlines the scope and structure of risk
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
the 2022 operations to the Board of Directors on December 28, 2022
and disclosed on the company website. For other information, please

discrepancies
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Evaluation Item

Implementation Status

Yes

No

Summary

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX
Listed Companies
and Reasons

refer to VII. Review of Financial Conditions, Operating Results, and
Risk Management.

(7) 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.

(8) 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.

(9)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
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

No Major
Discrepancies

No Major
discrepancies

No Major
discrepancie

of violations or insider trading in a timely manner.
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Evaluation Item

Implementation Status

Discrepancies in
the Corporate
Governance
Best-Practice
Principles for

Yes | No Summary
TWSE/TPEX
Listed Companies
and Reasons
9. Please specify the measures adopted| v In order to improve governance performance, the following|No Major

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).

improvements were made in 2022:

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

(2) Added seats for female directors. The number of director seat for the
Board of Directors reaches one third of each gender in 2022.

(3) The Company develops the succession plan for members of Board of
Directors and key managers, in addition to disclosing such operations
tatus on the company website.

(4) The ESG report of current year is prepared in accordance with the
GRI Standards released by the Global Reporting Initiative before the
end of September and uploaded to the Market Observation Post
System (MOPS) and the company website.

(5) The English version of ESG Report for the current year is published
on the Market Observation Post System (MOPS) and company
website.

discrepancie
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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 Jin-Huang, Huang 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.
C. Information on the members of the Salary and Remuneration Committee
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Number of

Criteria Professional Qualification and . _ concurrent
Title Experience Compliance with Independence positions as
(Note 2) directors as
(Note 1) other
Name companies
Work experience as a lecturer in the Independent director, complying with independence, including but not
finance-related departments of public and  |limited to the natural-person, spouse or relative within second degree
~_|private universities and colleges. of kinship is a director, supervisor, or employee of the Company or
Ai-Chi, \Worked as the director and associate affiliated enterprise. Not holding any company shares; not a director,
Independent . ; - . .
Director Hsu professor of the Department of Finance, supervisor or employee of the company with specific relation to the -
(Note 3) |National Yunlin University of Science and  |Company; not a professional that provides commercial, legal,
Technology. financial, accounting, or consultation services to the Company or to
No circumstance stated in the subparagraphs |any affiliated company for any remuneration in the recent 2 years:
of Article 30 of the Company Act. None.
. - . Independent director, complying with independence, including but not
Work experience in finance and accounting. |,. . X o
. limited to the natural-person, spouse or relative within second degree
Worked as the manager of Douliu Branch T . !
. . of kinship is a director, supervisor, or employee of the Company or
.. land Zhongxiao Road Branch of First . . . i .
Kun-Hsien - . . affiliated enterprise. Not holding any company shares; not a director,
Independent Chan Commercial Bank, and the senior associate supervisor or employee of the company with specific relation to the -
Director ' g manager and director of Taichung Regional P . ployee pany pecinic
(Note 3) Center Company; not a professional that provides commercial, legal,
o . financial, accounting, or consultation services to the Company or to
No circumstance stated in the subparagraphs any affiliated company for any remuneration in the recent 2 years:
of Article 30 of the Company Act. Ngne pany y years.
Work experience in commerce, finance, Independent director, complying with independence, including but not
accounting, and operational judgment limited to the natural-person, spouse or relative within second degree
required capacity. of kinship is a director, supervisor, or employee of the Company or
Worked as the vice president at the affiliated enterprise. Not holding any company shares; not a director,
Independent (Chun-MingUnderwriting Department of Capital supervisor or employee of the company with specific relation to the 5
Director ,Wu |[Securities Corp. and senior deputy CEO of [Company; not a professional that provides commercial, legal,

Department of Corporate Banking, Capital
Securities Corp.

No circumstance stated in the subparagraphs
of Article 30 of the Company Act.

financial, accounting, or consultation services to the Company or to
any affiliated company for any remuneration in the recent 2 years:
None.
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Number of

Criteria Professional Qualification and . : concurrent
Title Experience Compliance with Independence positions as
(Note 2) directors as
(Note 1) other
Name companies
Work experience as lecturer in the finance  |Independent director, complying with independence, including but not
related departments of public and private limited to the natural-person, spouse or relative within second degree
universities and colleges. of Kkinship is a director, supervisor, or employee of the Company or
Director of Department of Mechanical and |affiliated enterprise. Not holding any company shares; not a director,
Computer-Aided Engineering, Feng Chia  |supervisor or employee of the company with specific relation to the
Independent |Jin-Huang, |University Company; not a professional that provides commercial, legal,
Director Huang |Dean of College of Engineering and Science, |financial, accounting, or consultation services to the Company or to -
(Convener) | (Note 4) |Director of Office of Industry-Academia any affiliated company for any remuneration in the recent 2 years:
Cooperation Feng Chia University Vice None.
President, and Lifetime Distinguished
Professor of Feng Chia University.
No circumstance stated in the subparagraphs
of Article 30 of the Company Act.
Work experience as lecturer in the finance  |Independent director, complying with independence, including but not
related departments of public and private limited to the natural-person, spouse or relative within second degree
universities and colleges; and CPA, or other |of kinship is a director, supervisor, or employee of the Company or
professional or technical specialist who has |affiliated enterprise. Not holding any company shares; not a director,
passed a national examination and been supervisor or employee of the company with specific relation to the
awarded a Certificate in a Profession Company; not a professional that provides commercial, legal,
Inde Chun-An, |necessary for the business of the Company. [financial, accounting, or consultation services to the Company or to
pendent . : ! - S :
Director Li Dea_n of Collegg of Fma_nce e_md Banlglng, any affiliated company for any remuneration in the recent 2 years: -
(Note 4) |National Kaohsiung University of Science  |None.

and Technology, Director and Honorary
Professor of Department of Finance,
National Yunlin University of Science and
Technology, and CPA in practice.

No circumstance stated in the subparagraphs

of Article 30 of the Company Act.
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Note 1: Professional Qualification and Experience: Describe the professional qualification and experience of the individual director and supervisor. If the director is a
member of the Audit Committee with expertise in accounting or finance, describe the accounting or financial background and work experience of the director.
Additionally, explain any circumstances in the subparagraphs of Article 30 of the Company Act, when applicable.

Note 2: The compliance of independence for independent directors includes but not limited to the natural-person, spouse or relative within second degree of kinship is
a director, supervisor, or employee of the Company or affiliated enterprise. Not the natural-person, spouse and relative of second-degree kinship (or under
other’s name) who holds the shares of the Company and with certain weight; Not a director, supervisor or employee of the company with specific relation to the
Company (refer to Refer to Article 3, Item 1, Paragraph 5~8 of Regulations Governing Appointment of Independent Directors and Compliance Matters for
Public Companies). Not a professional that provides commercial, legal, financial, accounting, or consultation services to the Company or to any affiliated
company for any remuneration in recent 2 years.

Note 3: Independent Director Kun-Hsien, Chang and Director Ai-Chi, Hsu resigned on May 27, 2022.
Note 4: Independent Director Jin-Huang, Huang and Chun-An, Li took office on May 27, 2022.

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 From May 27, 2022 to May 26,
2025. In 2022, the Salary and Remuneration Committee convened 3 meetings. The qualifications and attendance of members of
the Salary and Remuneration Committee are as follows:

: Time of Actual :
. Time of Actual Ratio of Actual
Title Name Attendance Attendance by Attendance (%) Remark
Proxy
Independent Ai-Chi, Hsu 1 0 100 Resigned on 2022.05.27
Director
Independent Kun-Hsien, 1 0 100 Resigned on 2022.05.27
Director Chang
Independent | - oy Ming, wu 3 0 100 :
Director
Independent : Took office on
Director Jin-Huang, Huang 2 0 100 2022.05.27
Independent . Took office on
Director Chun-An, Li 2 0 100 2022.05.27
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The operation of the Salary and Remuneration Committee in 2022 and as of the print date of the Annual Report:

Salary and

Remuneration Agenda Resolution Action Taken
Committee
2022.02.25 1. Distribution of employee remuneration and
4th session 9th | ™ di ion for 2021 Unanimously passed upon chair’s request Unanimously passed by the Board
Meeting irector remuneration for .
2022.08.19 1. Distribution of director remuneration for 2021
5th session 1st | 2. Distribution of executive performance Unanimously passed upon chair’s request Unanimously passed by the Board
Meeting bonuses

2022.12.28 1. Distribution of employee remuneration for

. managers for 2021 . ., .
5th session 2nd 2. Distribution of executive performance Unanimously passed upon chair’s request Unanimously passed by the Board

Meeting bonuses and year-end bonuses for 2022
2023.02.23 1. Distribution of employee remuneration and
5th session 3th |~ . ploy Unanimously passed upon chair’s request Unanimously passed by the Board
Meeting director remuneration for 2022

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): 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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Implementation of sustainable development, and discrepancies in the Sustainable Development Best Practice Principles for
TWSE/GTSM Listed Companies, and reasons for such discrepancies:

Evaluation ltem

Implementation Status

Discrepancies in
the Corporate
Social
Responsibility
Best Practice

Yes| No Summary Principles for
TWSE/GTSM
Listed Companies
and Reasons
Does the Company establish the | v' To fulfill corporate social responsibility, the Company established  |No major

governance framework for
promoting sustainable
development and an exclusively
(or concurrently) dedicated unit
to be in charge of promoting
sustainable development, which
is authorized by the Board of the
Directors for handling and
supervised by the Board of the
Directors?

the Corporate Governance & Sustainable Development Committee in
2019, with the Chairman serving as the convener. Consisting of three
directors and five independent directors. The purpose of the
Corporate Governance & Sustainable Development Committee is
responsible for identifying the corporation operations and sustainable
issues which stakeholders pay attention to, drafting the action
strategies and work guidelines, planning and execution of annual
plans, and concurrent follow-up of execution effect, and thereby
assuring the full implementation of sustainable development
strategies in the daily operations of the company. The functions of
the Committee are described below:

(1)Draft the company systems related to sustainable development
and operation in addition to cooperate with the amendment of
relevant regulations.

(2)Supervise the Company’s direction and promotion plan for
sustainable development policy and regularly follow up the
execution progress.

(3)Routinely evaluate the execution performance of the Company’s
sustainable development plan and report to the Board for annual
execution outcome.

(4)Other matters resolved by the Board for instruction to the
Committee for processing.

The Committee calls for one meeting per year and has reported to

discrepancy
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate

Yes

No

Summary

Social
Responsibility
Best Practice
Principles for
TWSE/GTSM
Listed Companies
and Reasons

the Board regarding the execution outcome of current year and
the execution plan for the following year, on December 28, 2022.
The management proposed corporate strategies to the Board and
the Board must evaluate the possibility of success with these
strategies. The Board also examines the progress of strategies in
addition to urging the management team with adjustment when
necessary.
Moreover, the Company established the SMP Department
(Sustainable Manufacture Performance) in Fujian Sunshine
Footwear Co., Ltd., which scope of responsibility and function
includes lean production, environmental engineering and human
resource, with a specialist dedicated to each section and reporting to
the departmental supervisor.

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

1. The Company conducts risk assessment on the material issues
based on the principles of materiality for sustainable
development and, based on the risks identified, establishes
relevant risk management policies or strategies as follows:

No major
discrepancy
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Evaluation ltem

Implementation Status

Yes

No

Summary

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

Material Issue

Risk Assessment
Item

Risk Management Policies or Strategies

Environmental

Energy management

The Company is constantly improving energy
efficiency and reducing carbon emissions by
installing solar panels and ground source heat
pumps, fully closed condensate recovery
systems, and LED lights

Waste control

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.

Social

Conflict minerals

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

Occupational safety

The Company abides by internationally accepted
basic human rights, and formulates human rightg
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 "Sustainable Developmen
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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Implementation Status

Evaluation ltem

Discrepancies in
the Corporate
Social
Responsibility
Best Practice

Yes| No Summary Principles for
TWSE/GTSM
Listed Companies
and Reasons
3. Environmental issues
(1) Does the Company establish v (1) The Company complies with the relevant environment, safety and No major
applicableenvironmental management health law, regulations and other rules in all countries and region. The (discrepancy
system according to the industry Company also complies with the provisions of brand clients regarding
characteristics? 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 local government.
(2) Does the Company commit to| v (2) The Company continues to implement energy management and|{No major

upgrading the utilization of resources
and use of recycled materials with low
environmental impact?

recycling and improve the utilization of resources. In 2022, the
Company's main production bases generated 1,497,371KG of
non-hazardous waste and 85,440KG of hazardous waste and
spent NT$6,351 thousand on environmental protection.

Major energy-saving projects are as follows:

A. Hubei Sunsmile Footwear Co., Ltd., Sunbow Enterprises
Co., Ltd., Fujian Sunshine Footwear Co., Ltd., and Taiwan
Headquarters implemented solar power generation
construction to reduce fuel consumption and environmental

discrepancy

61




Evaluation ltem

Implementation Status

Yes

No

Summary

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

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. The total power generated is 5,784.70 MWh,
reducing carbon emission by 3,532.39 Co2/hour, equivalent
to 106.18 hectares of afforestation.

. 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.

. Traditional fluorescent lamps were replaced with LED

lights to reduce 756,171 kWh in 2022.

. 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.

. The Company reduced volatile organic compounds that could

harm employees' health and the environment, such as oily
adhesives, treatments and cleaners.
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate
Social
Responsibility
Best Practice

Yes| No Summary Principles for
TWSE/GTSM
Listed Companies
and Reasons
(3) Does the Company evaluate the 4 (3) No major

potential risk and opportunities of
climate change on enterprises now
and in the future, in addition to
taking response actions to climate
related issues?

Risk

Consideration

discrepancy

Identification Dimension of Risk Action Taken
Dimension
Reduction in
greenhouse gas
emissions
Carbon Utilization of
Greenhouse payment, .
; ) environmental and
gas inventory | increase of .
' . sustainable raw
Laws and declaration operational .
X materials
regulations Greenhouse gas | costs
- o Low-carbon
emission cap Limited :
; production and
control capacity
: energy use
expansion .
Improvement in use
and efficiency of
existing resources
Increase in
Production employees
interruotion or Impact on awareness of
. P capacity disaster prevention
Climate reduction caused Declined Purchase of
disasters by wind, flood,

draught, and
extreme weather

revenue and
property loss

disaster prevention
equipment
Purchase of property
insurance
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate
Social
Responsibility
Best Practice

Yes| No Summary Principles for
TWSE/GTSM
Listed Companies
and Reasons
(4) Has the Company compiled the v (4) The Company took the following measures to reduce the impact on|No major

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
management?

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.

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

Separate production bases were set up nearby, and raw materials
were transported by company cars to separate plants for
processing to reduce energy consumption generated from
commutes.

Each production base strove for landscaping in addition to
implementing energy conservation and carbon reduction in
operation.

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.

discrepancy
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate

Social
Responsibility
Best Practice

Yes| No Summary Principles for
TWSE/GTSM

Listed Companies
and Reasons

4. Social issues

(1) Does the Company formulate v (1) The Company has established related policies and procedures in No major
appropriate management policies and compliance with local labor regulations and the International Bill of  [discrepancy
procedures accordingto relevant Human Rights and treated all employees equally and with respect to
regulations and the International Bill protect their legal rights and interests.
of Human Rights?

(2) Does the Company develop and v (2) A. To protect employees' rights and interests and smooth No major
implement reasonable employee communication, the Company has set up the "Investors" section on |discrepancy
welfare measures (including salary, the company website. If no or invalid response is received from
leave, and other benefits) in addition supervisors regarding any complaints or recommendations during
to reflecting the managerial service, all employees may be assured of proper handling by
performance or outcome appropriately leaving a message on the website, complaint in person, or sending
on employee salary? an e-mail.

B. The Company has provided employees with multiple welfare
policies. Apart from the regulatory labor insurance, health
insurance, 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 a healthy | v (3) The Company offers employees health examinations on a regular|No major

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

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

discrepancy
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Evaluation ltem

Implementation Status

Yes

No

Summary

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

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
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.
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Evaluation ltem

Implementation Status

Yes

No

Summary

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

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 and hazard protective facilities

1. 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.

2. 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
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Evaluation ltem

Implementation Status

Discrepancies in

Yes

No

Summary

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

(4) Does the Company provide its
employees with career development
and training sessions?

based on the needs of departments, frequently examine
the daily use, maintenance, and repair of the protective
facilities, and keep related records.

3. 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.

4. After the occupational disease and hazard protective
facilities are maintained/repaired, the
maintenance/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.

5. 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) The Company currently offers in-service training to employees and
gradually builds career planning.

No major
discrepancy
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate
Social
Responsibility
Best Practice

(5) Does the Company establish any
consumer protection policies and
appealing procedures for the health
andsafety ofcustomers, in accordance
with thelaws and international
standards governing products,
services, customer privacy, marketing,
and labeling?

Yes| No Summary Principles for
TWSE/GTSM
Listed Companies
and Reasons
4 (5) The Company provides major customers reports on product quality and/No major

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
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

discrepancy
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate
Social
Responsibility
Best Practice

Yes| No Summary Principles for
TWSE/GTSM
Listed Companies
and Reasons
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 1S09001:2008 certification.
Aiming to meet customers' needs, the Company has introduced the
PDCA cycle (Plan, Do, Check, and Adjust) to ensure quality and legal
compliance.
(6) Does the Company establish 4 (6) The Company follows up material supply on a regular basis and|{No major

supplier management policyto
request suppliers for the relevant
regulations in environmental
production, occupational safety and
health or human rights for labor, as
well as the implementation status?

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.

discrepancy
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Evaluation ltem

Implementation Status

Discrepancies in
the Corporate
Social
Responsibility
Best Practice

Yes| No Summary Principles for
TWSE/GTSM
Listed Companies
and Reasons
5. Does the Company refer to the 4 1. The Company issues the 2021 ESG report in 2022 and sets up|No major

standards or guidelines for an ESG report section on the company website. The ESG report|discrepancy

preparing international standard is prepared in compliance with the Global Reporting Initiative

reports for the preparation of (GRI) released GRI Standards. The report is prepared in Chinese

sustainable development report and English version, with the relevant information disclosed on

and other reports disclosing the company website and the Market Observation Post System

non-financial information of the (MOPS).

Company? Has the v | 2. The Company’s 2021 ESG report has not acquired the opinion|The company

aforementioned report acquired
validation or opinion of guarantee
from third certification body?

of accountability or assurance from third party. -

will acquired
validation or
opinion of
guarantee from
third
certification
body according
to the demand.

6~ 1

f 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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Discrepancies in
the Corporate
Social
Responsibility

Evaluation Item Best Practice

Yes| No Summary Principles for
TWSE/GTSM

Listed Companies
and Reasons

Implementation Status

7. Other important information helpful in understanding corporat sustainable development 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 2022, the Group donated NT$9,228 thouand to the following:

1)
@)
3)

(4)
()

(6)
()
(8)
©)

Tuition and miscellaneous expenses, after-class counseling fees, and activity expenses of the economically disadvantaged
children in Yunlin, helping the children study and grow without concerns.

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, Liming Vocational University,
Chen-Huang-Xin University, and Luo-Jin-Der Center elementary school; Sunny Footwear Co., Ltd. sponsored scholarship to
elementary schools in Central District, 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 COVID-19 prevention funds to the Luojiang District Shuanyang
Community to contribute efforts for the local community pandemic prevention.

Fulgent Sun Footwear Co., Ltd. (Vietnam) donated funds to Hung Yen Province for COVID-19 vaccines and the medical and
pandemic prevention foundation, and local community activity funding as feedback to the community.

NGOC HUNG Footwear Co., Ltd. (Vietnam) donated funds to the Huyén Cam Giang Government for pandemic prevention
and purchase of COVID-19 vaccines.

Sunbow Enterprises Co., Ltd. (Cambodia) subsidized local fire truck maintenance funds and donated funds for local
traditional festivals, participating in local community activities and giving feedback to the community.
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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:

. Discrepancies
Implementation Status in the Ethical
Corporate
Management
Evaluation Item Eﬁ?]tcli:p:?:stlfcc?r
Yes| No Summary TWSE/GTSM
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 No major
policies and activities related to Management Best Practice Principles”, which stipulate that the discrepancies
ethical corporate management in Company's directors, managerial officers and employees shall
its bylaws and external documents, implement ethical corporate management.
and are the Company’s directors
and management actively fulfilling
their commitment to corporate
policies?

(2) Has the Company established an v (2) The Company's Ethical Corporate Management Best Practice{No major
evaluation mechanism for risks Principles clearly stipulate the prohibition of unethical conduct; the|discrepancies
associated with unethical conducts Company's Codes of Ethical Conduct also stipulate the avoidance
and regularly analyzes and of personal interests, fair trade, legal compliance, and reporting of
evaluates business activities illegal or unethical conduct. Any violations are subject to the
subject to higher risk of unethical punishments prescribed in the personnel regulations.
conducts within the scope of
business? Has the Company
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Evaluation Item

Implementation Status

Discrepancies
in the Ethical

Yes

No

Summary

Corporate
Management
Best Practice
Principles for
TWSE/GTSM
Listed
Companies
and Reasons

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?

(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
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Evaluation Item

Implementation Status

Discrepancies
in the Ethical
Corporate
Management
Best Practice
Principles for

Yes| No Summary TWSE/GTSM
Listed
Companies
and Reasons
2. Implementing ethical corporate
management
(1) Has the Company evaluated ethical| v (1) The Company’s employees avoid commercial dealings with No major
records of its counterpart? Does unethical suppliers, customers, or other trading partners. Once discrepancies
the contract, signed by the unethical conduct is identified, the Company will immediately
Company and its trading suspend all dealings and blacklist the said suppliers, customers, or
counterpart, clearly provide terms other trading partners.
on ethical conduct?
(2) Has the Company established a| v (2) The Company has the “Ethical Corporate Management Task Force” |No major

full-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?

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, 2022, the dedicated unit reported to the Board
on the implementation of ethical corporate management for 2022:

discrepancies

75




Evaluation Item

Implementation Status

Yes

No

Summary

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

1. Education and 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.

2. Awareness promotion of ethics

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
stakeholders’ interests.

3. Grievance system and protection of whistle-blowers

The Company encourages people inside and outside the
organization to report unethical conduct or misconduct.
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Evaluation Item

Implementation Status

Yes

No

Summary

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

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 2022, there was neither grievance nor unethical conduct
reported.
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Implementation Status :?ﬁﬁgega?iifls
Corporate
Management
Evaluation Item Eﬁ?]tcli:p:?:stlfcc?r
Yes| No Summary TWSE/GTSM
Listed
Companies
and Reasons

(3) Has the Company established| v (3) When the Company's employees discover, when performing No major
policies preventing conflict of business, any conflict of interests, the conflict has to be reported to |discrepancies
interest, provided proper channels an immediate supervisor, who shall provide appropriate guidance.
of appeal, and enforced these
policies and opened channels
accordingly?

(4) Has the Company established v (4) The Company's audit unit leads the self-examination of internal{No major
effective accounting systems and controls, reviews the implementation, and evaluates the need for|discrepancies
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
management? Are regular audits of 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.

78




Discrepancies
in the Ethical
Corporate
Management
Best Practice
Yes| No Summary .T_wg:géi_g/l
Listed
Companies
and Reasons

Implementation Status

Evaluation Item

3. Operation of whistle-blowing
mechanisms in the Company

(1) Hasthe Company established v (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 v (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
whistle-blower?

(3) Hasthe Company adopted 4 (3) The Company's Ethical Corporate Management Best Practice{No major
protection against inappropriate Principles clearly stipulate the whistle-blowing system and|discrepancies
disciplinary action for the confidentiality to protect whistle-blowers from inappropriate
whistle-blower? disciplinary action.
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. Discrepancies
Implementation Status in the Ethical
Corporate
Management
Evaluation Item Eﬁ?]tcli:p:?:stlfcc?r
Yes| No Summary TWSE/GTSM
Listed
Companies
and Reasons
4. Strengthening information
disclosure
(1) Has the Company disclosed the| v (1) In pursuit of information transparency, the Company has disclosed{No major
content of its best practices on information on corporate finance, business, and governance on the|discrepancies
ethical corporate management company website. The Ethical Corporate Management Best
and the effectiveness of its Practice Principles and the Codes of Ethical Conduct have been
activities on its official websiteor published on the company website. All employees are required to
the Market Observation Post comply with these Principles and Codes. A person has been
System (MOPS)? designated to publish company information on the MOPS and the
company website on a regular basis to provide investors correct
and complete information.

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
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
(amended) the “Corporate Governance Best Practice Principles,” “Regulations
Governing the Performance Evaluation of Board of Directors,” “Corporate Social
Responsibility Best Practice Principles,” “Audit Committee Charter,” “Salary and
Remuneration Committee Charter,” “Rules of Procedure for Board of Directors
Meetings,” “Rules of Procedure for Shareholders' Meetings,” “Procedures for
Handling Material Inside Information,” “Codes of Ethical Conduct,” “Ethical
Corporate Management Best Practice Principles,” “Procedures for Trading with
Group Companies, Specific Companies, and Related Parties,” “Standard Operating
Procedures for Handling Director Requirement,” and “Corporate Governance and
Sustainable Development Committee Charter” 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.

(8) 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 CPAs.

(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
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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 Examination Yuan 1
Certified Public Accountants
General Examination for .
Examination Yuan 3
Bookkeepers
Name of Certification Certification Issuer 5
Stock Affairs Specialist Securities and Futures Institute 4

D The following is the continuing education of managerial officers in 2022 and up to
the print date of the Annual Report:

Title Name Date Organizer Course Hours
The impact of global
minimum tax system and
Taiwan Corporate Taiwan Anti-Evasion
2022/5/27 | Governance System on Corporate Tax 3
Grou Fang- Association Governance from the
Presi d(fnt Chu, Perspective of Directors and
Liao Supervisors
Securities and Key Analysis of Corporate
Futures Institute Governance Evaluation to be
2022/12/28 Personnel Training Noted by 3
Center Directors/Supervisors
The impact of global
minimum tax system and
Taiwan Corporate Taiwan Anti-Evasion
2022/5/27 | Governance System on Corporate Tax 3
Association Governance from the
Perspective of Directors and
Supervisors
Taiwan Insurance Upgrade Competence of
2022/9/5 Institute Board of Directors 3
ESG Sustainable
Executive | Chih- Taiwan Insurance Development Trend and
Vice Cheng, 202219119 Institute Implementation of Liability 3
President | Liao Investment
Taiwan Stock Transacion Legal
2022/10/26 Exchange Compliance Advocacy 3
Corporation
Conference
Taiwan Stock 2022 Insider Trading
2022/10/28 | Exchange Prevention Advocacy 3
Corporation Conference
Securities and Key Analysis of Corporate
2022/12/28 Futures Instltu_te_ Governance Evaluation to be 3
Personnel Training Noted by
Center Directors/Supervisors
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Title Name Date Organizer Course Hours
Board of Directors and
Institute of Internal Funct_ional Committee :
2022/8/29 Auditors (Audit, Salary) Regulation 6
Executive Wen Interpretation and Key
Vice -Guang, Audits
President Lin Analysis of Corporate
Institute of Internal Management Performance
2022/10/13 Auditors and Risk Prevention based 6
on Financial Reports
. Continuing Training for
2022/1/20- | AcCOUNtIng Resef‘mh Accounting Officers of 1
2022/1/21 clopmen Securities Firms and Stock
Foundation
Exchanges
Accounting Research Continuing Training for
Group Chien- | 2022/5/30- 4 Devel ; Accounting Officers of 12
CFO Chao, 2022/5/31 En evelopmen Securities Firms and Stock
oundation
(Note 1) Hong Exchanges
Legal Compliance and
Accounting Research | Anti-Fraud Practice of Latest
2022/8/5 | and Development “Amendments to Internal 6
Foundation Control Handling Standards”
and “Information Security.”
. SMEs Procurement and
2022/9/16 g:rr\llli'ge%%ﬂg SMEs Payment Revolving Audit 6
Practice
Policy Analysis and Internal
Audit/Internal Control Key
Group Audit | Chia- Institute of Internal Practice Analysis of
Associate Jung, 2022/11/29 Auditors “Self-Prepared Financial 6
Manager Shen Statements” and “Sustainable
Report.”
. Continuing Training for
Accounting Research X .
2022/12/6 | and Develgpment Accounting Officers of 6

Foundation

Securities Firms and Stock
Exchanges

Note 1: Chien-Chao, Hung Promoted to Group CFO on April 1st, 2023.
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(9) Implementation of Internal Control System
A. Statement of Internal Control System

Fulgent Sun International (Holding) Co., Ltd.
Statement of Internal Control System
Date: February 23, 2023

The Statement of Internal Control System is issued based on the self-assessment of the Company for 2022:

1. 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.

2. 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.

3. 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.

4. 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.

5. Based on the above assessment results, the Company determined that the Company's internal control system on
December 31, 2022 (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.

6. 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.

7. The Statement has been approved by the Board of Directors on February 28, 2023. 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 : Wen-Chih, Lin

President : Fang-Chu, Liao
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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 print date of the
Annual Report: In 2022, 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 print date of the Annual Report:
A. Important resolutions approved in the shareholders’ meeting on May 27, 2022 and
their implementation:
(A)Adoption of 2021 consolidated financial statements and business report.

Implementation: The consolidated financial statements and business report for
2021 were adopted, with consolidated revenue of
NT$15,544,261 thousand, profit after tax of NT$1,187,671
thousand, and earnings per share at NT$6.39.

(B)Adoption of distribution of 2021 earnings.

Implementation: Cash dividends in the amount of NT$228,208 thousand (EPS
NT$1.23) were allocated in the first half of 2021, with the
ex-dividend date set on April 15, 2022. The cash dividends in
the amount of NT$556,605 thousand were allocated in the
second half of the year (EPS NT$3.00). The dividends were
paid in full on October 18, 20221. The total cash dividends
were NT$4.23 per share, which was resolved and adopted by
the Shareholders’ Meeting.

(C)Amendments to the “Procedures for the Acquisition or Disposal of Assets.

Implementation: The amendments to the “Procedures for the Acquisition or
Disposal of Assets” were published on the company website
on June 1st, 2022 and took effect thereon.

(D)Amendments to the “Articles of Incorporation.”

Implementation: The amendments to the “Articles of Incorporation” were
published on the company website on February 25 and June
1st, 2022 and took effect thereon.

B. Important resolutions approved in the Board meeting on February 25, 2022:

(A) The Company’s 2022 business plan

(B) The Company’s 2021 statement of internal control system

(C) The Company’s 2021 employee remuneration and director remuneration.

(D) The Company’s 2021 consolidated financial statements.

(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 2021 business report.

(G) The Company’s 2021 earnings distribution.

(H) Authorization of Chairman to decide on the distribution of earnings of
subsidiary company - Capital Concord Enterprises Limited.

(I) The Company’s 2022 CPA independence assessment.

(J) Amendments of partial clauses to the Company’s “Atrticles of Incorporation”
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(K) Amendments to the Company’s “Procedures for the Acquisition or Disposal
of Assets”.

(L) Matters related to the reelection of the Company’s directors (including
independent directors).

(M) The period, location, nomination of candidates for the directors (including
independent directors) and related matters of shareholders’ proposal accepted
by the Company.

(N) Passing and review of the list of candidates for the directors (including
independent directors) nominated by the Board of the Directors.

(O) Dismissal of Non-Competition in New Directors and Representatives

(P) Setting the date and agenda of the Company’s 2022 shareholders’ meeting.

. Important resolutions approved in the Board meeting on April 14, 2022:
(A) Changed the venue for calling the 2022 shareholders’ regular meeting and
supplementary agenda.

. Important resolutions approved in the Board meeting on May 6, 2022:

(A) The Company’s consolidated financial statements for the first quarter of
2022.

(B) 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.

(C) Information disclosure on the greenhouse gas inventory and investigation
according to the “Sustainable Development Roadmap” released by the
Financial Supervisory Commission in March, 2022.

. Important resolutions approved in the Board meeting on May 27, 2022

(A) Election of Chairperson for 6th Session of Board of Directors.

(B) Election of Convenor for Audit Committee.

(C) Appointment of Salary Remuneration Committee Members.

(D) Corporate Governance and Election of Members of Sustainable Development
Committee.

. Important resolutions approved in the Board meeting on August 19, 2022:

(A) The Company’s consolidated financial statements for the second quarter of
2022.

(B) 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

(C) Capital Concord Enterprises Limited

(D) Distribution of director remuneration for 2021.

(E) Executive performance bonuses

(F) Amendment to the personnel in charge of internal material information.

(G) Dismissal of Non-Competition in Directors

(H) The Company has completed signing the contract of industry-academic
cooperation and academic feedback mechanism with National Yunlin
University of Science and Technology in 3 months after Professor Shu-Ching,
Chou is elected the independent director of the Company, which will date
back to the date of election for effective date.”
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G. Important resolutions approved in the Board meeting on November 7, 2022:

(A) The Company’s consolidated financial statements for the third quarter of
2022.

(B) 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.

(C) Change of Seal Custodian for the Specific Corporate Seal for Endorsement
and Guarantee.

(D) Amendments to some clauses of the “revolving financing” of the company.

(E) Amendments to clauses of the Company’s “Articles of Incorporation.”

(F) Amendments to some clauses of the “Procedures for Handling Material
Inside Information” of the Company.

(G) Greenhouse Gas Inventory Implementation Status Report.

H. Important resolutions approved in the Board meeting on December 28, 2022:

(A) The Company’s audit plan for 2023.

(B) The Company’s budget for 2023.

(C) Distribution of 2021 employee remuneration for executives.

(D) Distribution of 2022 performance bonuses and year-end bonuses for
executives.

(E) The Company’s business report and distribution of earnings for the first
halfof 2022.

(F) Appointment of PwC Taiwan to process the 2023~2025 financial report
attestation and fees related matters of the Company.

(G) Greenhouse Gas Inventory Implementation Status Report.

(H) Amendments to some clauses of the “Rules of Procedures for Shareholders’
Meetings.” of the Company.

(I) Proposition to formulate the “Risk Management Best Practice Principles” of
the company.

(J) Amendments to some clauses of the “Procedure for Board of Directors
Meetings” and “Regulations Governing Procedure for Board of Directors
Meetings”

(K) Proposition to amend some clauses to the “Regulations Governing Board of
Directors Performance” of the Company.

(L) Amendments to some clauses of the “Corporate Governance Best Practice
Principles” of the Company.

I. Important resolutions approved in the Board meeting on February 23, 2023:

(A) The Company’s 2023 business plan

(B) The Company’s 2022 statement of internal control system.

(C) The Company’s 2022 consolidated financial statements.

(D) The Company’s 2022 business report.

(E) The Company’s 2022 employee remuneration and director remuneration.

(F) 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) The Company’s 2022 earnings distribution.

(H) The Company’s 2023 CPA independence assessment and competency
assessment.

(I) Greenhouse Gas Inventory Implementation Status Report.

(J) Proposition to amend the clauses of “Articles of Incorporation.”
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(K) Authorization of Chairman to decide on the distribution of earnings of
subsidiary company - Capital Concord Enterprises Limited.
(L) The period, location, and matters in relation to the Company’s acceptance of

shareholder proposals
(M) Setting the date and agenda of the Company’s 2023 shareholders’ meeting.

(12)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 print date of the Annual Report: None.

(13)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 print date of the Annual Report: None.
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5. CPA Fees Information

Unit: NT$1,000

Accounting Firm Acco_untmg Accounting Firm Accquntmg Accquntmg Accquntmg Accounting Firm
Firm Firm Firm Firm
Hua-Ling| 2022.1.1~ Note: 1. Transfer pricing
Liang | 2022.12.31 report$1,270
2.090 thousand
PwC Taiwan . 4,4 ' 4 2. Tax attestation $740
CTawan |yeitan| 202221~ | 4*0 | (Notey | ©°40 T altsttion §
Liu 2022.12.31 3. Business registration
$80 thousand

1. 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.

2. 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.

6. Information on Replacement of Certified Public Accountants:

(1) About former Certified Public Accountant

Date of Replacement Passed by the Board of the Directors on December 28, 2021.
Due to the internal adjustment of the CPA firm, the
Reason and Explanation for Company’s predecessor CPAs Hua-Ling, Liang and
Replacement Yu-Chuan, Wang have been replaced by CPA Hua-Ling,
Liang and Mei-Lan,Liu in the first quarter of 2022.
Counterparty| CPA Client

Situation

Explanation of the termination Automatic termination of
or rejection of appointment for N/A N/A

the client or CPA. appOIntrTlent -
Suspension of accepting

. . N/A N/A
(continuing) appointment

The audit report opinion and
reason for attesting with

. L None
unqualified opinion in the recent
two years
Accounting Principles of Practice

Yes Disclosure of Financial Statements
Different opinions from the ScEpe or Procedures of Audit
issuer Others

None V

Description

Other matters of disclosure (the
disclosure subject to the
paragraph 1-4 and 1-7 of Item 6,
Article 10 of the Principles)

None
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(2) About Successive CPA

Name of Firm Pricewaterhouse Coopers (PwC) Taiwan

Name of CPAs Hua-Ling,Liang and Mei-Lan,Liu

Passed by the Board of Directors on December
28, 2021

Date of Apppointment

Before the successive CPA is
appointed, if it inquired such
accountant about the accounting
treatment method of specific
transactions or the applicable
accounting principles and his / her
possible opinion on the financial
report, it shall disclose the matters
it inquired about and the result
thereof.

The successive CPA’s written
opinion in connection with the
discrepancy of opinion between it
and the former CPA

(3) The predessor CPA’s Written response to the matters referred to in Article 10.6(1) and
Article 10.6(2).(iii) of the Principles: None.

N/A

N/A

7. 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.
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8. 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

(1) Changes in shareholding of directors, supervisors, managerial officers and major shareholders:

April 1, 2023; Unit: Shares

2022 As of Book Closure Date
Increase/ Increase/
Increase/ Decrease in Increase/ Decrease in
Title Name Decrease in Decrease in
Number of Number of
Number of Number of
Shares Shares
Shares Held Shares Held
Pledged Pledged
. Wen-Chih, Lin
Chairman (Note 1) 71,000 (2,342,000) - -
Director and Group Fang-Chu, Liao
President (Note 1) 30,000 i i i
Director and Executive . .
Vice President Chih-Cheng, Liao i i ) )
. Kun-Hsien, Chang i i ) )
Independent Director (Note 2)
. Ai-Chi, Hsu
Independent Director (Note 2) - - - -
Independent Director Jin-Huang, Huang - - - -
Independent Director Chun-An, Li - - - -
Independent Director Chun-Ming, Wu - - - -
. Shu-Ching, Chou
Independent Director (Note 3) - - - -
. Hui-Ying, Wang i i ) )
Independent Director (Note 3)
Executive Vice President | Wen-Kuang, Lin - - - -
Chien-Chao, Hung
Group CFO (Note 4) - - - -
Group Audit Manager Chia-Jung, Shen - - - -
Sales Vice President Ming- Hsien, (12,000) - - -
Chen
Production Vice President| Xu-Ming, Huang (9,465) i i i
in China (Note 5) ’
Production Vice President| Wen-Yao,Chang i i i i
South East Asia (Note 6)

Note 1: Held directly or indirectly through its own individuals and overseas companies controlled.

Note 2: Independent Director Kun-Hsien, Chang and Director Ai-Chi, Hsu resigned on May 27, 2022.

Note 3: Independent Director Shu-Ching, Chou and Director Hui-Ying, Wang took office on May 27, 2022.
Note 4: Chien-Chao, Hung Promoted to Group CFO on April 1st, 2023
Note 5: Shares directly held by Xu-Ming, Huang through the custodial account used by CTBC Bank.
Note 6: Wen-Yao, Chang onboarded on December 1st, 2022

(2) Information on equity transfer: None of the Company's directors, managers, or shareholders
holding more than 10% of the shares has any equity transfer.

(3) Information on equity pledging: There is no circumstance in which the counterparty of the equity
pledge is a related party.
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9. Information on the relationship among the top 10 shareholders, spouses, or
relatives within the second degree of kinship

April 1, 2023; Unit: shares; %

Shares Currently

Title or Name and
Relationship of Top Ten

Shares Held Held by Spouse and Total Shares Held in Shareholders who Are
Name Personally K/Iir?or the Name of Others | Related Parties, Spouses, or |Rem
Relatives within the Second | ark
Degree of Kinship
Number of | Number of | Number of | Relations
Shares & Shares & Shares & Name hip
Custodial account
(MEINDLINT'L Spouse
. CO., LTD.)used | P -
Custodial Account by CTBC Bank
(LASPORTIVA INT'L a——
CO., LTD.) Used by L
CTBC Bank (Note 1) 24,120,151 | 12.65 23,5|\]|.0t,8021 12.33 - - |Wen-Chih, Lin rep:.esent -
Representative: (Note 2) a.lve.z
Wen-Chih, Lin Wlthlg
. . secon
Xue-Qing, Lin degree of|
kinship
Custodial account
(LASPORTIVA
Custodial Account INT'L CO., LTD.)| Spouse -
(MEINDLINT'L CO., ‘ésedk by CTBC
LTD.) Used by CTBC an
21,712,465 | 11. 28,461,192 |14.92 - -
Bank (Notel) 112,465 | 11.38 (Elil’otGe é)g S Wen-Chih, Lin Spouse | -
Representative: Withi
Fang-Chu, Liao se(I:orllg
Xue-Qing, Lin -
degree of
kinship
Fubon Life Insurance
Co.. Ltd. 11,424,000 | 5.99 - - - - - - -
Custodial account
(MEINDL INT'L Spouse
CO., LTD.) used| P -
by CTBC Bank
Custodial account
(LASPORTIVA | Same as
\Wen-Chih, Lin 4,341,041 | 2.28 23,510,801 [12.33| 24,120,151 {12.65 [INT'L CO., LTD.)[epresenta| -
(Note 2) used by CTBC| tive
Bank
Within
. . second
Xue-Qing, Lin degree of|
kinship
Custodial Account
(Yuanta Taiwan
High-yield Leading
Company Fund) Used | 3,600,000 | 1.89 - - - - - - -
by Chang Hwa
Commercial Bank,
Ltd.
Public Service Pension
Fund Supervisory 3,342,000 | 1.75 - - - - - - -
Board
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Shares Currently

Title or Name and

Relationship of Top Ten

Shares Held Held by Spouse and Total Shares Held in Shareholders who Are
Name Personally K/Iir?or the Name of Others | Related Parties, Spouses, or |Rem
Relatives within the Second | ark
Degree of Kinship
Number of | Number of | Number of | Relations
Shares % Shares & Shares & Name hip
Custodial account -
(LASPORTIVA ;’é’ég‘r:g
INT'L CO., LTD.) -
degree of
used by CTBC kinship
Bank
Custodial account| Within
Xue-Qing, Lin 3,276,787 | 1.72 - - - - |(MEINDL INT'L| second
CO., LTD.) used|degree of| ~
by CTBC Bank kinship
Within
Wen-Chih, Lin | Second |
degree of
kinship
Custodial Account
(YongYang i i i i
International) Used by 3,112,772 | 1.63 ) )
CTBC Bank
Nomura Taiwan
Superior Equity Fund 2,781,990 | 1.46 i i i i - -
Custodial Account
(Yueguang i i i i
International ) Used 2,624,513 | 1.38 ) )
by Capital Securities

Note 1: Shares are held indirectly through Wen-Chih, Lin and Fang-Chu, Liao.
Note 2: Shares are indirectly held through spouse Fang-Chu, Liao and 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.
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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, 2022; Unit: 1,000 shares; %

Investments of
Directors,
Supervisors,
Investments of the Managers and |
_ Company Directly or Total Investments
Reinvested Company (Note 1) Indirectly
Controlled
Businesses
Number of| Number of| Number of|
Shares o Shares o Shares o
E?‘p'.ta' Concord Enterprises 14 733 000 | 100% ] - [1,733,000| 100%
imited
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 ) ) ) 100%
Fulgent Sun Footwear Co., Ltd. i 0
(Note 2) i ) ) ) 100%
Fujian Laya Outdoor Products i 0
Co., Ltd. (Note 2) i ) ) ) 100%
Lin Wen Chih Sunbow o
Enterprises Co., Ltd.(Note 2) ] i i i i 100%
Lin Wen Chih Sunstone 0
Enterprises Co., Ltd. (Note 2) ) i i i i 100%
Lin Wen Chih Sunlit Enterprises 0
Co., Ltd. (Note 2) - - - - - 100%
NGOC HUNG Footwear Co., 0
Ltd. (Note 2) - - - - - 100%
Eversun Footwear Co., Ltd. 0
(Note 2) i ) ) ) 100%
PT. SUN BRIGHT LESTARI 0
(Note 2) ) i i i i 100%
Laya Chemical Engineering 0
Co., Ltd. : - - ] - 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

Number of
Shares

Amount

2009.11

10

150 1,500

150 1,500

150 thousand shares
of incorporation

2009.12

10

58,651| 586,509

58,651| 586,509

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

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

2011.03

69.04

100,000( 1,000,000

78,651| 786,509

Issuance of 20,000
thousand 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
thousand shares for
capital increase by
cash

2011.08

10

120,000| 1,200,000

95,168 951,675

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

2012.07

10

120,000/ 1,200,000

104,684|1,046,843

Issuance of 9,516
thousand 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

thousand shares for
capital increase by

cash

Note 1

2014.03

200,000 2,000,000

119,842(1,198,423

Issuance of 1,200
thousand restricted
employee shares

Note 2

2014.09

10

200,000( 2,000,000

127,088|1,270,880

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

Note 3

2014.12

10

200,000 2,000,000

129,3431,293,433

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

Note 4
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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

Number of
Shares

Amount

2015.03

10

200,000 2,000,000

130,875(1,308,747

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

Note 5

2015.06

10

200,000( 2,000,000

132,542| 1,325,420

Conversion of
domestic corporate
bonds into 1,667
thousand ordinary
shares

Note 6

2015.09

10

200,000( 2,000,000

132,957| 1,329,574

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

Note 7

2015.12

10

200,000( 2,000,000

132,698| 1,326,983

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

Note 8

2016.03

10

200,000 2,000,000

132,891(1,328,911

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

Note 9

2016.06

10

200,000( 2,000,000

133,365 1,333,654

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

Note 10

2016.08

43

200,000( 2,000,000

137,365(1,373,654

Issuance of 4,000
thousand 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
thousand ordinary
shares

Note 12
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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

Number of
Shares

Amount

2016.12

10

200,000

2,000,000

138,095

1,380,954

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

Note 13

2017.03

10

200,000

2,000,000

138,455

1,384,555

Conversion of
domestic corporate
bonds into 364
thousand ordinary
shares; cancellation
of 4 restricted
thousand employee
shares

Note 14

2017.06

10

200,000

2,000,000

143,492

1,434,929

Conversion of
domestic corporate
bonds into 5,038
thousand ordinary
shares

Note 15

2017.09

10

200,000

2,000,000

146,108

1,461,081

Conversion of
domestic corporate
bonds into 2,615
thousand ordinary
shares

Note 16

2017.12

10

200,000

2,000,000

146,197

1,461,973

Conversion of
domestic corporate
bonds into 89
thousand ordinary
shares

Note 17

2018.03

10

200,000

2,000,000

146,255

1,462,550

Conversion of
domestic corporate
bonds into 58
thousand ordinary
shares

Note 18

2018.06

10

200,000

2,000,000

146,274

1,462,735

Conversion of
domestic corporate
bonds into 19
thousand ordinary
shares

Note 19

2019.01

38.5

200,000

2,000,000

152,274

1,522,735

Issuance of 6,000
thousand shares for
capital increase by
cash

Note 20

2019.03

10

200,000

2,000,000

158,992

1,589,915

Conversion of
domestic corporate
bonds into 6,718
thousand ordinary
shares

Note 21

2019.06

10

200,000

2,000,000

162,225

1,622,246

Conversion of
domestic corporate
bonds into 3,233
thousand ordinary
shares

Note 22
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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

Number of
Shares

Amount

2019.09

10

200,000

2,000,000

171,339

1,713,395

Conversion of
domestic corporate
bonds into 9,115
thousand ordinary
shares

Note 23

2019.12

10

200,000

2,000,000

174,757

1,747,566

Conversion of
domestic corporate
bonds into 3,417
thousand ordinary
shares

Note 24

2020.03

10

200,000

2,000,000

175,111

1,751,113

Conversion of
domestic corporate
bonds into 354
thousand ordinary
shares

Note 25

2020.06

10

300,000

3,000,000

175,162

1,751,620

Conversion of
domestic corporate
bonds into 51
thousand ordinary
shares

Note 26

2020.09

10

300,000

3,000,000

176,185

1,761,846

Conversion of
domestic corporate
bonds into 1,023
thousand ordinary
shares

Note 27

2020.10

75

300,000

3,000,000

186,185

1,861,846

Issuance of 10,000
thousand shares for
capital increase by
cash

Note 28

2020.12

10

300,000

3,000,000

186,195

1,861,950

Conversion of
domestic corporate
bonds into 10
thousand ordinary
shares

Note 29

2022.06

10

300,000

3,000,000

189,363

1,893,631

Conversion of
domestic corporate
bonds into 3,168
thousand ordinary
shares

Note30

2022.09

10

300,000

3,000,000

190,032

1,900,323

Conversion of
domestic corporate
bonds into 669
thousand ordinary
shares

Note31

2022.12

10

300,000

3,000,000

190,724

1,907,235

Conversion of
domestic corporate
bonds into 691
thousand ordinary
shares

Note32

2023.03

10

300,000

3,000,000

190,730

1,907,303

Conversion of
domestic corporate
bondsinto 7
thousand ordinary
shares

Note33

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.
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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 N0.10400206061 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.

First conversion of the third domestic corporate bonds into ordinary shares: Approved by Taiwan
Stock Exchange Corporation on December 30, 2016.

Note 14: 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.

Note 15: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 7, 2017.

Note 16: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on October 6, 2017.

Note 17: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 5, 2018.

Note 18: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 12, 2018.

Note 19: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 5, 2018.

Note 20: Approved by Jin-Guan-Zheng-Fa-Zi No. 1070332916 dated September 7, 2018.

Note 21: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 8, 2019.

Note 22: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 2, 2019.
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Note 23: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on October 8, 2019.
Note 24: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 7, 2020.
Note 25: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 8, 2020.
Note 26: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 8, 2020.
Note 27: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on October 8, 2020.
Note 28: Approved by Jin-Guan-Zheng-Fa-Zi No. 1090345473 dated June 9, 2020.
Note 29: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 7, 2021.
Note 30: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on July 12, 2022.
Note 31: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on October 11, 2022.
Note 32: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on January 12, 2023.
Note 33: Conversion of domestic corporate bonds into ordinary shares: Approved by Taiwan Stock
Exchange Corporation on April 10, 2023.

B. Type of shares

As of April 1, 2023; Unit: Thousand shares

Type of Approved Share Capital
Shares Outstanding Treasury Shares Unissued Total Remark
Shares Shares
Ordinary 190,070 660 109,270 300,000 ;
Shares

C. Information about the Bundle Notification Syste: None.

(2) Shareholder structure

As of April 1, 2023

Shareholder
Structure Governm| . . Other quelgn Mainland
Financial . Institutions . Treasury .
ent B Corporation Individuals China Total
.| Institutions and Natural Shares
Agencies S p Investments
ersons
Quantity
Number of |~ 18 81 188 9,700 1 9,989
Persons
N‘g;\‘:gg"f - |17,515,000(21,290,305 | 78,359,874 | 72,871,314 | 660,000 | 33,850 |190,730,343
Shareholding | _ 9.18% | 11.16% | 41.08% | 38.21% | 0.35% | 0.02% 100%
Ratio (%)

(3) Dispersion of equity ownership

As of April 1, 2023; Unit: Shares; %; NT$10/share

Class of hareholding | g lire | rigla | Ratlo
1~999 2,888 514,382 0.27%
1,000~5,000 5,611 10,260,082 5.38%
5,001~10,000 635 4,898,675 2.57%
10,001~15,000 181 2,310,163 1.21%
15,001~20,000 151 2,744,309 1.44%
20,001~30,000 149 3,813,191 2.00%
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Clos o Statang | gt 1o TS Sl
30,001~40,000 67 2,376,127 1.25%

40,001~50,000 46 2,083,284 1.09%

50,001~100,000 106 7,356,169 3.86%

100,001~200,000 61 8,750,933 4.59%
200,001~400,000 32 9,067,625 4.75%
400,001~600,000 14 6,588,874 3.45%
600,001~800,000 11 7,347,468 3.85%
800,001~1,000,000 4 3,808,553 2.00%
More than 1,000,001 33 118,810,508 62.29%
Total 9,989 190,730,343 100.00%

Dispersion of special shares: None.

(4) List of major shareholders: name of top ten shareholders or those with shareholding
ratio of 5% or more, number of shares held, and shareholding ratio

April 1, 2023; Unit: Shares; %;
: Number of | Shareholding
Name of Major Shareholder Shares Held Ratio

Custodial Account (LASPORTIVA INT'L CO., LTD.) Used by
CTBC Bank (Note 1) 24,120,151 12.65
Custodial Account (MEINDL INT'L CO., LTD.) Used by
CTBC Bank (Notel) 21,712,465 11.38
Fubon Life Insurance Co., Ltd. 11,424,000 5.99
Wen-Chih, Lin 4,341,041 2.28
Custodial Account (Yuanta Taiwan High-yield Leading 3.600.000 189
Company Fund) Used by Chang Hwa Commercial Bank, Ltd. R '
Public Service Pension Fund Supervisory Board 3,342,000 1.75
Xue-Qing, Lin 3,276,787 1.72
Custodial Account (Yong Yang International) Used by CTBC 3112772 163
Bank
Nomura Taiwan Superior Equity Fund 2,781,990 1.46
Custo_d!al Account (Yueguang International ) Used by Capital 2,624,513 138
Securities
Total 80,335,719 42.13

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

(5) Market price per share, net value per share, earnings per share, dividends per share,

and related information over the past two years

o Year 2021 2022 As ole\c/l)g;ch 31,
Market Highest 139.50 205.00 153.0
Price per [Lowest 80.20 96.30 126.5

Share | verage 105.38 148.70 134.07

Net Value |Before Distribution 48.64 66.43 -

per Share | After Distribution 45.64 60.43(Note) -
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Year As of March 31,
ltem 2021 2022 2023
Welghted Average Shares 185,535 187,616 )
(in Thousands)
Earnings Before i
per Share |Earnings |Adjustment 6.39 18.10
per Share |After )
Adjustment 6.39 18.10
Cash Dividends 4.23 7.20(Note) -
. Stock - ; } }
Dividends Dividends|” - - -
per Share
Accumulated
Undistributed Dividends 3.00 6.00 i
Ret Price/Earnings Ratio 16.49 8.22 -
|n3el;?nggt Price/Dividend Ratio 24.91 20.65(Note) -
Cash Dividend Yield 4.01% 4.84%(Note) -

Note: Dividends for the second half of 2022 as resolved by the Board of Directors on February 23,
2023 are included.

(6) Dividend Policy and Its Implementation

A.Dividend policy stipulated in the Company's 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. The Company may appropriate
minimum 0.1% and up to 3% of earnings before tax as directors' remuneration, and
up to 3% of the earnings before tax as the bonuses of employees of the Company
and its affiliated companies. Nonetheless, if the Company still has cumulative
losses, the earnings should be used to offset as priority.

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 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,
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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. If the Company issues new shares for
the distribution of earnings under this clause, the Company shall require the
Supermajority resolution by the Shareholders’ meeting and those distributed in
cash shall require the resolution by the Board of Directors.

Pursuant to the provision specified in Article 34.1.1 of the Company’s
Articles of Incorporation, the Company’s earning distribution may be set to the
end of each semi-annual accounting year. The Company’s proposition for the
earnings distribution of the first half of accounting year shall be submitted along
with the business report and financial reports to the Audit Committee for audit,
followed by submitting to the Board of Directors for resolution. The Company
shall appropriate the tax amount when distributing earnings according go the
preceding provision to offset the losses over the years and the provision of legal
reserve. Nonetheless, the statutory reserve having reached the paid-in capital shall
be exempt. If the Company issues new shares for the distribution of earnings under
this clause, the Company shall require the Supermajority resolution by the
Shareholders’ meeting and those distributed in cash shall require the resolution by
the Board of Directors. The distribution of earnings by the Company according to
this clause shall comply with the financial reports audited or attested by the CPA.

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

Unit: NT$
Date of Cash Total
Period Date of Approval Distribution Dividends/ |  Earnings
Share Distributed
1st£glzf of December 28, 2022 April 19, 2023 1.2 227,704,625
Aol | February 23,2023 | (Note) 60 | 1140422058

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’
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
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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 23, 2023, the Board of Directors proposed distributing
NT$20,000,000 to employees and directors for 2022, respectively, which
were the same as the estimates in the financial statements for 2022,

(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 February 25, 2022, the shareholder's meeting resolved to distribute
NT$10,000,000 to employees and directors for 2021, 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 2021.

(9) Repurchase of the Company’s shares:

No repurchase of the company’s share in the most recent fiscal year and as of the
printing date of the Annual Report.
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2. Issuance of Corporate Bonds

(1) Outstanding or pending corporate bonds

Type of Corporate Bond 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 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 Accountant

PwC Taiwan
CPAs Shu-Hua, Hung and Yu-Chuan, Wang

Repayment Method

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 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$265,000 thousand (as of April 18, 2023)

Provisions for Redemption or Advance
Payoff

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 price of the Company's
convertible corporate bonds by 30%, the Company may redeem the bonds
within 30 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.

Limiting Provisions

None

Name of Credit Rating Agency, Rating
Date and Corporate Bond Ratings

Not applicable

Amount of Common
Shares Already Converted
(Swapped or Warranted)
and Overseas Depository
Receipts or Other
Securities as of the Printing
Date of the Annual Report

Other
Rights

As of April 18, 2023, 190,730,343 common shares have been converted, with
an amount of NT$1,907,303,430.

Issuance and Conversion
(Swap or Subscription)
Methods

Please refer to the Company's Regulations Governing the Issuance and
Conversion of the 5th Unsecured Convertible Corporate Bonds within the
Republic of China.

Effects That the Measures for Issuance
and Conversion, Trade, or Warrants
May Have on the Potential Dilution of
Equity and Current Shareholders’
Equity.

Currently, 190,730 thousand shares have been issued at the conversion price of
NT$102.10 per share. A total of 265 copies were unconverted as of April 18,
2023. If the balance of the convertible corporate bonds outstanding is converted
into ordinary shares in full, 260 thousand shares will increase with a dilution
ratio of 0.14%, showing a limited effect on current shareholders’ equity.

Name of the Commissioned Custodian
of Exchangeable Underlying

None
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(2) Information on convertible bonds
Unit: NT$

Type of Corporate Bond | 5th Unsecured Convertible Corporate Bonds within the Republic of China
Year

2022 As of April 18, 2023
Item

Highest 192.00 130.20
Market Price Lowest 115.00 130.20
Average 144,74 130.20

ConservationPrice[2022.0321-0021 ¢ 104 70(note) [ 2223 0101-2023.03.22 £ 103,00
e o 2023.03.23~2023.04.18 : 102.10(Note)

2022.09.22~12.31 : 103.00(Note)

Conversion Price at the Date

of Issuance (Placement) and

During Issuance

Method For Exercising

Conversion Obligations
Note : The conversion price was adjusted due to ex-dividends.

Issued on August 17, 2020, with the conversion price of NT$112.0 at the
time of issuance.

Issuance of new shares

3. Preferred Stocks: None.

4. Overseas Depository Receipts: None.

5. Employee Stock Warrants: None.

6. New Restricted Employee Shares: None.

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

8. 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.
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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 2021 2022
Product Amount % Amount %
Shoes 15442578 9935|  24.051872]  99.47
?thfg’ 101,683 0.65 129,361 0.53
Total 15544261  100.00]  24.181,233|  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 50 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. Apart from choosing suitable shoe materials, our
development department develops new 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 develop new technology in the shoe industry new machine and new
solution in order to meet customer demand and constantly improve the Company's
competitiveness in the footwear industry.

(2) Industry Overview

The footwear industry is labor intensive. The global shoe manufacturing center
has gone through many transformations 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

107



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
than 90% of global footwear products, making them the main production center of
the footwear industry.

On 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. Industry Condition 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 will reach
USDA445 billion by 2023. 1t is estimated that the global shoe market will show a
3.38% growth rate between 2023 and 2027.

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.

Hypermarket/supermarket Specialty Store 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, the consumer market in China has expanded rapidly over the past few
years. The changing population structure and increasing disposable income per
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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 CNY563.2 billion by 2024.

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 show 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, such as rubber, leather, chemicals, such as adipic
acid, and accessories, such as 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:

Leather Leather Processing |————>
. TN
Chemicals Synthetic Leather
Processing
Shoe Brand
Rubber Shoe Last Manufa Manufa
Manufacturing 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.
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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.

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.
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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 competition, but the production advantages of the
Company's business strategy and will enable the group to stand out in competition
with industry.

(3) Overview of Technologies and R&D

A. Research and development (R&D) expenses in the most recent fiscal year and as

of the print date of this annual report.
Unit: NT$ Thousand

o Year 2021 2022

R&D Expenses 198,382 229,542
Consolidated Net Revenue 15,544,261 24,181,233
Ratio of R&D Expenses

to Consolidated Net 1.28 0.95
Revenue (%)
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B. Successfully developed technologies or products
The important results of the Company's research and development of this year are

as follows:

Process Technology Description
Merrylock More close-fitting effect than regular lock machine.
Boot instep Used on the 3D compression between the TPU/rubber sheet of
compressor boot instep location.

Modern
process
technology

Full-automation smart
compressor

The compression-in-one for bonding the strip around
vulcanization shoe to save procedures and labor, and thereby
improving efficiency.

Environmental
water-loop engraver

The looping water curtain absorbs the dust generated from
polishing to the water while the dust becomes dampened for
reduce dust pollution and environmental safety.

Automatic line printer

Used for printing words and parts with multiple lines. Improve
efficiency through automation to save labor and fixtures.

Laser washing

Hanging-type equipment that precisely cleanse the aluminum
mold, metal mold, and steel mold without damaging the mold.

machine Simple operation, high cleaning efficiency, green and
energy-saving.
Al Auto liner Identify the upper and outsole using smart scanner to undergo

matching routes and spray gel automatically.

heel webbing look 3D
computer machine

Breakthrough in computer 3D seaming that improves quality
and efficiency.

Product
Craft

Velcro hot-melting
craft

Seamless hot-melting technology that saves labor and improves
productivity.

Steel blade + spring
nail wielding change

Use spring nail to save positioning. More precise wielding
change without disposition.

Fixture positioning
reinforcement

Reinforcement of previous positioning printing lines. Now use
positioning plate to save printing procedures and better position
for standardized mass production.

GTX Show-Pants
Waxing Shoes in one.

Surface material adhered with GTX waterproof film + outer
splicing pants. High technological content.

Outsole LOGO
Cold-Transfer

Outsole LOGO cold-transfer printing saves labor and improves
productivity.

Printing
EVA scrap recycle Recycle and reuse of EVA to reduce pollution on the
and reuse environment.
Coarse-hold EVA Coarse-old full-insertion craft. Full-insertion with hole patterns
full-insertion for artistic look.
Sole Craft |Bio-Linen EVA Bio-linen (Microcos extract) recycled for environmental
full-insertion protection.
Full-insertion + Full-insertion look wrapped with ESS molding. The
transparent ESS craft |full-insertion hardness is added to reduce abrasion.
3D printing base Base with more resilient effect and technological content.
Gold stamping craft |Gold foil stamping craft with more fashion and cool look.
~ |Rubber seaweed Recycled seaweed materials for more environmental
Material materia'

protection.

Digital color transfer
printing

More brilliant and saturated colors that appeal more to the
eyes.
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(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 response
to the future demand for orders of mass production. The Company is expected
to create more favorable and flexible room for the distribution of multiple
brands and multiple factories, and thereby boosting and improving the quantity
and quality. In recent years, te global production base is shifted towards
Southeast Asia and in particular, Indonesia is the largest economy in ASEAN
while its economic scale accounts for 40% of the total ASEAN economies.
Hence, the Group has selected the new country of factory in Indonesia.
Moreover, the Group will officially launch the new factory building projects in
2023. The Group’s expenses of intermediate to long-term group capital and
productivity planning are based on the comprehensive judgement of
intermediate to long-term structural demand in the global outdoor-sports and
leisure market, rather than emphasizing on short-term factors. Hence, the
Group will focus on how to provide safer, trustworthy and growing new
products with development and productivity vision for many international
brand customers, thereby forming partnership of mutualism and making
commitment to build a stable operation foundation.

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

The Company has been in the footwear industry for 30 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.,
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, establishing marketing network with
fast and rigorous steps to bring in better synergies of business management
across the Group.

B. Long-term business development plans

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

As outdoor sports activities grow popular worldwide and industry trends
remain growing, the Company will launch replacement and gradual upgrade
for all hardware/software, strengthen information security protection and
management mechanism, 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
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in hardware and software, the Company aims to move toward smart production
through human-machine collaboration, further building smart plants that
feature adaptability, resource efficiency, and human factors engineering,
thereby establishing a smart production model with more efficiency, speed,
and response capacity.

(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 Company
has provided OEM for international brands and our products are sold across
Europe, America, and Asia. Currently, the number of OEM brands reached 50
brands, and more than 20 new brands have accumulated since 2019. Looking
into the future, the Company will uphold to its core values of integrity,
innovation, speed, and quality, supplemented by “ethics, intelligence, diligence,
and sustainability,” to continue developing new shoes with world-renowned
brands and reinforce strategic cooperation, and thereby create the win-win
situation and the dependence relation of reciprocity.

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

Fulfilling the objectives in corporate social responsibility and pursing
sustainable management have always been the core mission and initial
obligations of the Company’s management team, as well as the power to lift
the society. The Company also creates the circle of excellent performance
through the involvement in corporate social responsibility. The Company has
strived to implement corporate governance. Performance is a top priority,
while corporate governance is fundamental. Hence, apart from upholding to
“building solid foundation with robust growth” and the corporate management
philosophy on business development, the management team will also continue
to improve corporate governance related regulations through more rigorous
attitudes, in order to assure the rights and interests of related stakeholders
while paying attention to the various new issues and new trends in Taiwan and
abroad (including ESG and various plans). The Company will make pragmatic
adjustment to upgrade the performance of sustainable development related
effectiveness, and thereby constantly improve corporate governance system
and strengthen internal control management system. To create long-term value
and appeal in the equal treatment of shareholder equity, and to uphold to the
rights of company stakeholders and shareholder equity, the Company
pragmatically and precisely strive to create value and protect the rights of all
stakeholders, in addition to giving substantial feedback of Company’s
operation outcome to all shareholders and employees, thereby optimizing
corporate governance and pursuing eternal excellence.
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2. Market, Production, and Sales
(1)Market analysis
A. Sales (providing) regions of the main products (services)
Unit: NT$ Thousand; %

Year 2021 2022

Sales Region Amount Percentage | Amount Percentage
Domestic Sales

(Note) 644,878 4.15 909,804 3.76

Asia 825,993 531 | 1,314,760 5.44

America 6,356,999 40.90 | 9,914,108 41.00

Export Eur_ope 7,495,826 48.22 | 11,665,317 48.24

Africa 88,403 0.57 139,410 0.58

Australia 132,162 0.85 237,834 0.98

Sub-Total | 14,899,383 95.85 | 23,271,429 96.24

Total 15,544,261 100.00 | 24,181,233 100.00

Note: Domestic sales refer to sales in China.

B. Market share
Major customers, such as The North Face~DKL ~Meindl~Salewa-La Sportiva -

Vans -~ Altra~ MERRELL -~ Timberland ~ Converse are the leading brands of outdoor
shoes. In 2022, the total output of shoes made by the Company was approximately
34,536 thousand pairs. 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 Statista’s estimation, the total consumption for global footwear
market in 2023 may show a 10% growth rate. The statistics specifically points out
that among all types of shoe categories, sports footwear is the category with more
potential for growth, and it is estimated that the total consumption by 2023 can
reach USD89 billion, and growth increase by 46%. It is also estimated that the
global footwear market between 2022 and 2025 will show 7.65% growth rate.
With regards to sales channel, apart from the existing physical store channels, the
rise of e-commerce also changes consumer’s shopping habits. Moreover, the
expansion of product category and emerging market penetration are the key
factors to growth. According to the global shoe industry report conducted by the
Transparency Market Research, major shoe manufacturers in the world are located
in North America, Latin America, Middle East and Africa, Asia-Pacific Region,
and Europe. Asia-Pacific Region is the main consumption market mainly because
of the upgrade of spending power driven by urbanization as well as the impact of
population trends in Europe and the U.S. With regards to sales channel, apart from
the existing physical shop channel, the rise of e-commerce also changes
consumers’ spending habits. It is estimated that between 2020 ~2027, the
Compound Annual Growth Rate (CAGR) for online shoe sales will reach 8.3%.

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

The Company produces products including sportswear, outdoor shoes,
hiking shoes, casual shoes and functional shoes from world-renowned brands,
and we serve as OEM for more than 50 brands in Taiwan and abroad. Our
products are sold across Europe, America, and Asia. Orders are evenly
distributed throughout the year.
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(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 2022, the Company produced 34,536 thousand pairs. Our
manufacturing process has been approved by ISO 9001, GB/T 19001, SATRA,
GORE-TEX and SURROUND technology. Based on the policy of
consolidation and optimization, the Company reduces inventories to improve
productivity control 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 OEM s 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, Vietnam and Cambodia. For the output weight of
production base by country in 2022, the ratios accounted by China, Vietham
and Cambodia were 28.02%, 50.69% and 21.29 % respectively. These countries
have a wealth of human resources and low labor cost compared with many
other countries. Moreover, the group has established multiple task forces for
new technology R&D, automation and semi-automation machine development,
R&D of sole chemical material, bid data AI integrated analysis...etC., tO
continue improving the various core technology competencies, constantly
upgrade automation production weight, and the early development of new shoe
models. The Company upgrades the productivity performance of all factories
and reduce production costs to bring the synergy of operation management into
full play.

E.Favorable and unfavorable factors of the development prospect and the
corresponding measure

(A) Favorable factors of the development prospect
a.Rise of China and other emerging markets

In recent years, China, India, and Russia have shown rapid economic
development and increasing population and income. In the example of China,
and according to the statistics provided by National Bureau of Statistics of
People's Republic of China, the growth rate of GDP was 3% in 2022. 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
2021-2025” published by the State Council of the People's Republic of China
in August, 2021, the total scale of China's sports industry by 2025 will exceed
5 trillion RMB, contributing greatly to the sustainable development of the
economy and society.
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b. 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, ecotourism and other healthy activities to the body and mind.
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.

c. Government support for the sports industry

In recent years, governments of various countries have 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 2021-2025” published by the
State Council of the People's Republic of China in August 2021, the total
scale of China's sports industry will exceed 5 trillion RMB by 2025. China
expects to drive economy through the sports industry by continuously
improving the scale and quality of the sports industry and increasing sports
spending.

(B)Unfavorable factors of the development prospect

a. Continuous increase in labor cost

In the labor-intensive footwear industry, the Company requires a lot of
human resources during production. However, in recent years, the increase in
wages has caused 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:

(@ The Company has gradually shifted its 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 will officially launch the new factory building
plan in Indonesia, in addition to implementing 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 in spite of the
increase in labor cost and cost of manufacture.

(c) Gradually modify the processing by introducing semi-automation and
automation machinery production such as merrylock, long-boot
compressor, full automation Al compressor, environmental
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water-circulating engraving machine, automatic line printer, laser
polisher, Al automatic processing line, heel webbing look 3D computer
machine, to reduce use of labor force during the production process and
lower the labor and manufacturing costs.

(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

() 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.

b. 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 produce 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:

(@ 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 risk of significant
influence with a single brand on the Company's operation.

(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

Mountain climbing, snow walking, medical correction, jogging,

Shoes hiking, and other casual activities

B. Production processes of main products

Printing, High Frequency,| | Sewing machine

Embroidery (including PSC)
Hot |~ RB (Rubber Processing
Press Outsole)
[ Sole ] IP (Full PI | Adhesion+>{ ™ sole Finished | [ Packaging |
| (Fu ug) | - Self-made Soft Shoes Packaging
Sole
| EVA(FullPlug) |
Purchased
Soft Sole
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(3) Supply of main raw materials

Ratio of Main Raw

Main Raw Material Main Source of Supply Material to Total CSuppI-y
ondition
Purchases (%)
Textiles and Foam Europe and Asia 21.47 Stable

Sole Materials and
Semi-finished Products

Leather and Leatherette Europe and Asia 13.89 Stable

Shoelaces, Eyelets, and
Accessories

Note: Data for 2022.

Asia 22.61 Stable

Asia 11.25 Stable

(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:

Unit: NT$1,000

2021 2022
Ratio of Sales Relationshi Ratio of Sales Relationshi
No. to Net Sales - to Net Sales .
Customer | Amount p with the | Customer Amount p with the
through the lssuer through the lssuer
Year (%) Year (%)
1 A 2,655,241 17.08| None A 4,119,241 17.03] None
2 B 1,457,841 9.38/ None B 2,756,246 11.40f None
3 C 2,266,820 14.58| None C 2,449,506 10.13| None
Others 9,164,359 58.96 - Others 14,856,240 61.44 -
Net Sales | 15,544,261 100.00 - Net Sales | 24,181,233 100.00 -

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 a 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:

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

(2)Customer B: The products produced by the Company are widely recognized
in the market. The Company also maintains excellent
cooperation with the customer and is highly trusted by the
customer. Revenue increased compared with last year.
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(3)Customer C: The relationship with the customer is stable and normal with
excellent cooperation. The Company is highly trusted by the
customer and revenue increased compared with last year.

(5) Production in the last two years
Unit: NT$1,000, 1,000 pairs

' Year 2021 2022
mg:jnuct Capacity Yield Value Capacity Yield Value
Shoes 28,000 25,266(12,507,376 38,000 34,536/ 18,688,536
Others (Note) - - 76,339 - - 95,399
Total 28,000 25,266(12,583,715 38,000 34,536( 18,783,935

Note : Other sales including semi-finished products, shoe materials, and garments (For unpaired
semi-finished products, quantity is not listed and only amount listed).

(6) Production in the last two years
Unit: NT$1,000, 1,000 pairs

Year 2021 2022
Domestic Sales Exoort Domestic Sales Export
. (Note 2) P (Note 2) P
Ill/:ildnuct Volume | Value [Volume Value Volume| Value |Volume Value
Shoes 1,229 612,920( 24,471| 14,829,658 1,615 841,312| 31,990 23,210,560
Others (Notel) - 31,958 - 69,725 - 68,492 - 60,869
Total 1,229 644,878| 24,471| 14,899,383| 1,615/ 909,804| 31,990 23,271,429

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:
As of April 18, 2023
Unit: Person, year

As of March 31,
Year 2021 2022 2023
Management 558 742 677
Production Line 30,037 35,404 31,662
Number of General
Employees 5,179 5,752 5,305
Employees
Total 35,774 41,898 37,644
Average Age 34.18 34.35 35.11
Average Year of Services 3.37 3.27 3.72
PhD - - -
Master 19 25 23
Bachelor or
Education| Equivalent 742 929 903
Ratio | Senior High 13,990 17,060 15,640
School
Below Senior
High School 21,023 23,884 21,078
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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
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)The Company employs personnel according to the initial employment criteria
required for all positions and pays salary according to the standards of
employee salary ranking bracket. Personnel of all levels of salary will not be
treated due to gender. The work environment of same pay for same work truly
implements the concept of gender and workplace equality.

(E) During employment, employees are eligible to annual health examinations in
accordance with the regulations governing the grievance and penalty for
workplace sexual harassment prevention measures, to assure the physical and
mental health of the employees.

(F) Employees with outstanding performance in production are awarded, thereby
encouraging employees with ambition.

(G)The Company pays social insurance for employees according to local laws and
regulations on a regular basis, providing employees with leave related to
parental care, catastrophic injury and disease, and pandemic care.

(H) The company holds departmental dinners from time to time, organizes
activities in response to festivals, and arranges the company's environment. It
also displays art and cultural works in each factory area, and changes them
from time to time to provide employees with a comfortable and pleasant
working and living environment

() Pantry room, breastfeeding room, dormitories, restaurants, dedicated parking
lot, sports venues, and cultural activity centers are built inside the production
base to provide employees comprehensive living and entertainment facilities.

B Continuing education and training

The Company offers new employee 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
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basis to improve their personal quality and work skills. Results of training in 2022
are total of 15,309 person-times, a total of 45,992.5 hours.

C. Retirement system and its implementation

For the subsidiary of the Company in China, and according to the laws
thereof, a monthly amount of 16%~19% of total monthly salary 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 20.0% 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.

The subsidiaries of the Company registered as subsidiaries according to the
law of Cambodia. According to relevant laws of Cambodia, the Company has set
aside 2~4% 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.

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 its 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
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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 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 system for occupational disease and hazard protective
facilities

(@) The occupational health management department shall examine the
occupational disease and hazard protective facilities every month;
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 may not
repair the facilities or proceed with production without authorization.

(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.
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(2) For losses arising from labor disputes in the most recent year and as of the print 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.

6. Information Security Management

(1) The framework of information security risk is described below:

A. 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 2022, there was no incidence of material information security
risk that affected the Company’s operation.

B. The IT department convenes meetings on unscheduled basis to review the
implementation. The risk management team reports to the Board of Directors each
year for implementation and review.

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.

(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 emails received and sent on the server on a
regular basis and report any abnormal situations to supervisors in charge
of 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 the internet and takes protective actions accordingly
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(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 anti-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.
f.Passwords should not be displayed on the computer screen, nor can
they be printed on any report without being garbled.

The 2022 implementations are described below:

(A) In 2022, five internal training and sharing sessions were conducted as
well as information security education in other departments. The training
content includes overall system security, information security,
videoconference software operation, email, and training for website
anti-phishing security, security label scanning system training, totaling
270 hours and 1,500 people. There was no information security incident
that was hazardous to the group in 2022

(B) The AD domain was established since 2022 to implement “real-name
registration system’ and collectively control all computers of the Group.

(C) Brand-new email system was replaced in 2022 to upgrade the stability
and security of the email system.

(D) Data undergo daily remote backup and the weekly drill on disaster
recovery are implemented to assure the normal recovery of remote
backup data.

(E) Continuous investment of establishing cloud desktops: Cloud desktop
users’ data are stored in the servers with backup. The incorporation of
AD domain can more precisely control the input/output of USB and
other devices, thereby reducing the likelihood of computer virus and
upgrading the overall security.

(F) The Group insures “ESET Antivirus System” for the entire group every
February.
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(G) New firewall was purchased for new plant in Taiwan in October, 2022,
to assure internet connection and user security.

(2) For losses, possible influence and response measures due to materials information
security incidents in the | and content of discipline), disclose the estimated amount and
response measures likely to occur now and in the future, in the most recent year and as
of the printing date of the Annual Report If such estimation could not be reasonably
made, state the facts that prevent reasonable estimation: None.

7. 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
Short-term  |First Commercial Bank - 1,555 104 /09_2023/04/28|Line of credit NT$ 300,000,000 i
Loan Contract |Taiwan Branch
Short-term  |Bank of Taiwan - Talwan 1,555 106/05_2023/06/01 |Line of credit NT$150,000,000 i
Loan Contract |Branch
Short-term  |Taipei Fubon Bank -Taiwan |, 106108 2023/05/03 |Line of credit NT$200,000,000 i
Loan Contract |Branch
Short-term HSBC Bank - Taiwan . . Combined with
L oan Contract |Branch 2022/06/30-2023/06/29 [Line of credit NT$270,000,000 US$12 million
Short-term Cathay United Bank -

Loan Contract

Taiwan Branch

2022/06/30-2023/06/29

Line of credit NT$150,000,000

Short-term
Loan Contract

CTBC Bank - Taiwan
Branch

2022/07/31~2023/07/30

Line of credit NT$650,000,000
(NT$15 million performance
guarantee amount included)

Combined with
UsD

Short'term - . . Combined with
Loan Contract KGI Bank - Taiwan Branch |2022/08/25~2023/08/24 |Line of credit NT$300,000,000 USS8 billion
Short-term 1 61 Bank - Taiwan Branch  [2022/08/25~2023/08/24Line of credit NT$200,000,000 Real estate
Loan Contract pledged
Short-term

Loan Contract

Mega Bills - Taiwan Branch

2022/10/07-2023/10/06

Line of credit NT$200,000,000

Combined with

ShOrt-term | ciiank- Taiwan Branch  |2023/02/01-2024/01/31 |Line of credit NT$300,000,000 US$44.5 million
Loan Contract & NT$10 million
Bills of |First Commercial Bank -
Exchange Concord Enterprises Limited |2022/04/29~2023/04/28 |Line of credit US$8,000,000 -
Contract (HK)
Bills of |Taipei Fubon Bank - Capital
Exchange Concord Enterprises Limited|2022/06/08~2023/05/03 |Line of credit US$3,000,000 -
Contract (HK)
Bills of |Cathay United Bank -
Exchange Concord Enterprises Limited|2022/06/30-2023/06/29 |Line of credit US$3,000,000 -
Contract (HK)
Bills of |CTBC Bank - Capital
Exchange Concord Enterprises Limited|2022/07/31~2023/07/30 |Line of credit US$5,000,000 -
Contract (HK)

First Commercial Bank -
Short-term

Loan Contract

Concord Enterprises Limited
(HK)

2022/04/29~2023/04/28

Line of credit US$45,000,000

Short-term
Loan Contract

Bank of Taiwan - Concord
Enterprises Limited (HK)

2022/06/02-2023/06/01

Line of credit US$6,000,000

Short-term
Loan Contract

Taipei Fubon Bank - Capital
Concord Enterprises Limited
(HK)

2022/06/08~2023/05/03

Line of credit US$5,000,000

Short-term
Loan Contract

HSBC Bank - Concord
Enterprises Limited (HK)

2022/06/30-2023/06/29

Line of credit US$12,000,000

Combined with
NTD

Short-term
Loan Contract

Cathay United Bank -
Concord Enterprises Limited
(HK)

2022/06/30-2023/06/29

Line of credit US$11,000,000
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Nature of . Contract Start/End . Restrictive
Contracting Party Main Content .

Contract Date Provision

Combined with

Short-term |CTBC Bank - Concord ' 1,55 10731 _5023/07/30/Line of credit US$40,000,000 NTD short-erm

Loan Contract

Enterprises Limited (HK)

loans

Short-term
Loan Contract

KGI Bank - Concord
Enterprises Limited (HK)

2022/08/25~2023/08/24

Line of credit US$20,000,000

Combined with
NT$ 8 billion
short-term loans

Short-term
Loan Contract

E.SUN COMMERCIAL
BANK - Concord
Enterprises Limited (HK)

2022/09/27-2023/09/26

Line of credit US$10,000,000

Short-term
Loan Contract

Citibank- Concord
Enterprises Limited (HK)

2023/02/01-2024/01/31

Line of credit US$44,500,000

Combined with
NTD

Syndicated
Loan Contract

Taipei Fubon Bank and
other joint credit banking
consortium - Concord
Enterprises Limited (HK)

2023/02/03~2028/02/02

Line of credit US$83,000,000

Short-term
Loan Contract

Taipei Fubon Bank — Fulgent

Sun Footwear (VN)

2022/06/08~2023/05/03

Line of credit US$5,000,000
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V1. Financial Highlights

1. Condensed Balance Sheets and Statements of Comprehensive Income for
the Most Recent Five Years

(1) Condensed balance sheets

Unit: NT$1,000

Year Financial Information for the Most Recent Five Years (Note 1)

ltem 2018 2019 2020 2021 2022
Current Assets 5,603,994 6,269,517 7,046,740 8,895,917 12,137,692
Property, Plant and 4,930,269 5,727,356 5,920,768| 7,320,208 8,748,836
Equipment
Intangible Assets 16,970 16,242 13,637 11,468 16,132
Other Assets 572,435 976,052 1,368,912 1,373,073 1,976,012
Total Assets 11,123,668 12,989,167 14,350,057 17,600,666 22,878,672

Before
Current Distribution 3,374,578 4,098,166 4,650,984 7,769,488 9,094,668
Liabilities |After

Distribution 3,962,756 5,061,225 4,966,394 8,326,093| 10,235,090(Note 2)
Non-current Liabilities | 1,211,474 617,291 1,183,756 788,702 1,157,427

Before
Total Distribution 4,586,052 4,715,457 5,834,740 8,558,190 10,252,095
Liabilities |After

Distribution 5,174,230 5,678,516 6,150,150 9,114,795| 11,392,517(Note 2)
Equity Attributable to
Owners of Parent | 6,499,340 8,229,220 8,473,574 9,024,867 12,626,577
Company
Share Capital 1,528,621 1,747,566 1,861,950 1,861,950 1,907,235
Capital Surplus 3,377,120 4,459,672 5,256,344 5,256,344 5,677,352

Before
Retained  |Distribution 2,014,140 2,705,157 2,250,050 2,891,598 5,502,873
Earnings é\fter_ _ 1,425,962 1,742,098 1,934,640 2,334,993| 4,362,451(Note 2)

istribution

Other Equity (420,541) (683,175) (837,187) (927,442) (403,300)
Treasury Stocks - - (57,583) (57,583) (57,583)
'I\'O”'CO””O"'”Q 38,276 44,490 41,743 17,609 i
nterests

Before
Total Distribution 6,537,616 8,273,710 8,515,317 9,042,476 12,626,577
Equity After

Distribution 5,949,438 7,310,651 8,199,907 8,485,871| 11,486,155(Note 2)

Note 1: Financial information above has been audited by the CPAs.
Note 2: Dividends for the second half of 2022 as resolved by the Board of Directors on February 23, 2023 are included.
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(2) Condensed statements of comprehensive income

Unit: NT$1,000

Year Financial Information for the Most Recent Five Years (Note)
Item 2018 2019 2020 2021 2022
Operating Revenue 10,070,151| 12,842,525 11,345,641| 15,544,261| 24,181,233
Gross Profit from 1,813,019 2,528,606| 2,382,004| 2,803,621 5,586,181
Operations
Operating Income 834,388| 1,456,975 1,273,087 1,469,910 3,849,225
Non-operating Income 05434 55194 (224,101) (80,332) 529,142
and Expenses
Income before Tax 929,822| 1,512,169| 1,048,986 1,389,578 4,378,367
Income from Continuing
Operations 737,286| 1,276,511 895,514| 1,184,671| 3,395,550
Net Income (Loss) 737,286| 1,276,511 895,514| 1,184,671| 3,395,550
Other Comprehensive
Income (Income after 26,246 (264,473)| (154,698) (91,331) 524,233
Tax)
Jotal Comprehensive 763532 1,012,038 740,816 1,093,340 3,919,783
Net Income Attributable
to Owners of Parent 743,001| 1,279,195 897,575 1,185,166 3,395,585
Company
Net Income Attributable
to Non-controlling (5,715) (2,684) (2,061) (495) (35)
Interests
Total Comprehensive
Income Attributable to
owners of Parent 769,016| 1,016,560 743,563| 1,094,911 3,919,727
Company
Total Comprehensive
Income Attributable to (5,484) (4,522) (2,747) (1,571) 56
Non-controlling Interests
Earnings per Share (NT$) 5.1 7.81 5.06 6.39 18.10
Note: Financial information above by year has been audited by the CPAs
(3) Names of CPAs and audit opinion for the most recent five years
Year CPA Accounting Firm Audit Opinion
Shu-Hua, Hung and . -
2018 Yu-Chuan Wang PwC Taiwan Unqualified
Shu-Hua, Hung and . -
2019 Yu-Chuan, Wang PwC Taiwan Unqualified
Shu-Hua, Hung and . -
2020 Yu-Chuan, Wang PwC Taiwan Unqualified
Hua-Ling, Liang and . -
2021 Yu-Chuan, Wang PwC Taiwan Unqualified
Hua-Ling, Liang and . .
2022 Mei-Lan Liu PwC Taiwan Unqualified
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2. Financial Analysis for the Most Recent Five Years

Year|Financial Information for the Most Recent Five Years (Note 1)
2018 2019 2020 2021 2022
Item (Note 2)
. : Debt-asset Ratio 41.23 36.30 40.66 48.62 44.81
Financial Ratio of | Canial
Structure (%) [Ratio of Long-term Capital toj 457471 15504  16381] 13430  157.55
Property, Plant and Equipment
Current Ratio 166.07 152.98 151.51 1145 133.46
Solvency (%) |Quick Ratio 108.54 98.17 90.04 62.00 77.73
Interest Coverage Ratio 4,160.71| 4,447.81| 4,303.68| 4,671.88] 5,221.20
Re_celvables Turnover  Rate 501 573 492 551 6.36
(Times)
Average Collection Days 73 64 74 66 57
'Q‘.’e”tory Turnover  Rate 4.66 4.94 3.55 3.75 4.11
Operating  |(TIMes)
Ability Payables Turnover Rate (Times) 8.61 8.58 5.86 6.10 6.82
Average Days for Sale 78 74 103 97 89
Property, Plant and Equipment 518 541 105 535 301
Turnover Rate
Total Asset Turnover Rate 0.98 1.07 0.83 0.97 1.19
Return on Assets (%) 7.36 10.82 6.70 7.57 17.11
Return on Equity (%) 11.54 17.24 10.67 13.49 31.34
. ... |Ratio of Income before Tax to
Profitability Paid-in Capital (%) 63.57 86.53 56.34 74.63 229.57
Net Profit Margin (%) 7.32 9.94 7.89 7.62 14.04
Earnings per Share (NT$) 5.10 7.81 5.06 6.39 18.10
Cash Flow Ratio (%) 25.86 41.56 29.78 7.81 43.94
Cash Flow |Cash Flow Adgquacy Ratio (%) 72.56 75.38 66.36 43.68 58.53
gz;h Flow Reinvestment Ratio 258 9.87 3.42 (0.77) 18.71
Operating Leverage 2.32 2.17 2.09 2.23 1.52
Leverage
Financial Leverage 1.03 1.02 1.02 1.02 1.02

The reasons why the financial ratios have changed more than 20% in the last two years are as follows:
1. Quick Ratio: The rise in operating revenue increases cash and cash equivalents as well as net account

receivables.

2. Property, plant and equipment turnover rate, total asset turnover rate, ROA rate, ROE rate, ratio of income
before tax to paid-in capital, net profit margin, EPS: The increase in the 2022 operating revenue produces the
sale of finance while the productivity continues to expand and costs well controlled under the rise of
production performance. The overall profit was increased.

3. Cash Flow Ratio, Cash Flow Adequacy Ratio and Cash Flow Reinvestment Ratio: The increase in 2022
operating revenue adds to the pre-tax profit this period while the cash inflow from the operating activities
this year is up compared with last year.

4. Operating Leverage: The increase of order in 2022 drove the operating revenue to rise while the effective
control of cost adds to the overall profits.
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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 =
Cost of 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 2022, the Consolidated Financial
Statements have been audited by CPAs Hua-Ling, Liang, and Mei-Lan Liu 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 2023
Fulgent Sun International (Holding) Co., Ltd

Convener of the Audit Committee: Chun-An, Li
Date: Feburary 23, 2023
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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, 2022 and 2021, 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,
2022, and 2021, 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 and issued into effect 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 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, 2022. 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, 2022, are stated as follows:
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Sales Revenue Recognition

Description

Please refer to the consolidated financial statements (Note 4 (28)) for the accounting
policy on sales revenue. The revenue of the Group the year ended December 31, 2022, was
$24,181,233 thousand.

The Group is engaged in the production and sale of sports and leisure outdoor shoes. The
sales income is mainly generated from exporting business. In 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.

The Group had 56% sale growth achieved in the years ended December 31, 2022. The
sales revenue recognition date for exporting business will impact the financial statements
significantly and involves manual control; therefore, we believe that the correctness of
income recognition 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 examined the income recognition of exporting business and checked the supporting
documents and invoices within to ensure the correctness of the sales.

3. We examined the significant export sales return and check the sales return documents
(credit memos) within to confirm the accuracy of income recognition of exporting
business.

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, 2022, the inventory balance of the Group
was $4,985,071 thousand, and the allowance for inventory valuation losses was $91,777
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.
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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.

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
as sales prices and purchase prices, and recalculated and evaluated the rationality of the
allowance for inventory valuation losses.

Responsibilities of the 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 that came
into effect as 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
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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 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
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.
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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, 2022, 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
Hua-Ling Liang and Mei-Lan Liu.

PricewaterhouseCoopers
Taipei, Taiwan

Republic of China

February 23, 2023

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 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

(Expressed in thousands of New Taiwan dollars)

Consolidated Balance Sheet

December 31, 2022 and 2021

December 31, 2022

December 31, 2021

Assets Notes Amount % Amount %
Current assets

1100 Cash and cash equivalents 6(1) $ 2,195,379 10 $ 1,114,952 7
1110 Current financial assets at fair value  6(2)

through profit or loss 27 - - -
1170 Accounts receivable, net 6(3) 4,229,321 18 3,335,859 19
1200 Other receivables 433,399 2 212,600 1
130X Inventories 6(4) 4,985,071 22 3,897,515 22
1410 Prepayments 83,047 - 181,074 1
1470 Other current assets 6(7) and 8 211,448 1 153,917 1
11XX Total current assets 12,137,692 53 8,895,917 51

Non-current assets

1510 Non-current financial assets at fair 6(2)

value through profit or loss 5,938 - 7,607 -
1600 Property, plant and equipment 6(5) and 8 8,748,836 38 7,320,208 41
1755 Right-of-use assets 6(6) 1,800,651 8 1,168,839 7
1780 Intangible assets 16,132 - 11,468 -
1840 Deferred tax assets 6(23) 57,525 - 58,378 -
1900 Other non-current assets 6(7) and 8 111,898 1 138,249 1
15XX Total non-current assets 10,740,980 47 8,704,749 49
IXXX Total assets $ 22,878,672 100 $ 17,600,666 100

(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 Sheet

December 31, 2022 and 2021

(Expressed in thousands of New Taiwan dollars)

December 31, 2022

December 31, 2021

Liabilities and Equity Notes Amount % Amount %
Current liabilities
2100 Short-term borrowings 6(8) and 8 3,476,180 15 3,122,600 18
2130 Current contract liabilities 6(17) 76,777 1 76,092 -
2170 Accounts payable 2,942,863 13 2,512,476 14
2200 Other payables 6(9) 1,906,178 8 1,374,273 8
2230 Current tax liabilities 602,312 158,029 1
2280 Current lease liabilities 19,614 - 14,704 -
2320 Current portion of other long-term 6(10)
liabilities 26,992 - 489,956 3
2399 Other current liabilities, others 43,752 - 21,358 -
21XX Total current liabilities 9,094,668 40 7,769,488 44
Non-current liabilities
2500 Non-current financial liabilities at fair 6(2)
value through profit or loss - - 700 -
2540 Long-term borrowings 6(11) - - 100,000 1
2570 Deferred tax liabilities 6(23) 3,027 - 1,595 -
2580 Non-current lease liabilities 944,426 4 477,801 3
2600 Other non-current liabilities 6(12) 209,974 1 208,606 1
25XX Total non-current liabilities 1,157,427 5 788,702 5
2XXX Total liabilities 10,252,095 45 8,558,190 49
Equity attributable to owners of the
parent company
Share capital 6(14)
3110 Ordinary share 1,907,235 8 1,861,950 10
Capital surplus 6(15)
3200 Capital surplus 5,677,352 25 5,256,344 30
Retained earnings 6(16)
3310 Legal reserve 907,119 4 684,352 4
3320 Special reserve 554,857 975,266
3350 Unappropriated retained earnings 4,040,897 18 1,231,980
Other equity
3400 Other equity interest ( 403,300) ( 2) ( 927,442) ( 5)
3500  Treasury shares 6(14) ( 57,583) - ( 57,583) -
31XX Total equity attributable to
owners of the parent company 12,626,577 55 9,024,867 51
36XX  Non-controlling interests - - 17,609 -
3XXX Total Equity 12,626,577 55 9,042,476 51
Significant Contingent Liabilities and 9
Unrecognised Contractual Commitments
Significant Events after the End of the 11
Reporting Period
3X2X Liabilities and total equity 22,878,672 100 17,600,666 100

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, 2022 and 2021

(Expressed in Thousands of New Taiwan Dollars, except for Earnings Per Common Share)

Item

4000
5000
5950
6100
6200
6300

6000
6900

7100
7010
7020
7050
7000
7900

7950
8200

8361

8300

8500

8610

8620

8710
8720

9750

9850

Operating revenue
Operating costs
Gross profit from operations
Operating expenses
Selling expenses
Administrative expenses
Research and Development
expenses
Total operating expenses
Net operating income

Non-operating income and expenses

Interest income
Other income
Other gains and losses
Finance costs
Total non-operating income
and expenses
Profit from continuing
operations before tax
Tax expenses
Profit
Other comprehensive
income(loss), net
Items that may be subsequently
reclassified to profit or loss
Exchange differences on
translation
Other comprehensive income,
net
Total comprehensive income
Profit attributed to:
Owners of the parent company
Non-controlling interests
Comprehensive income
attributable to:
Owners of the parent company
Non-controlling interests

Basic earnings per share

Total basic earnings per share
Diluted earnings per share

Total diluted earnings per share

The notes set out below form an integral part of the consolidated financial statements

6(17)
6(4)

6(22)

6(18)
6(19)
6(20)
6(21)

6(23)

6(24)

2022 2021
Amount % Amount %

3 24,181,233 100 $ 15,544,261 100
( 18,595,052) ( 77) ( 12,740,640) ( 82)
5,586,181 23 2,803,621 18
( 420,498) ( 2) ( 311,978) ( 2)
( 1,086,916) ( 4) ( 823,351) ( 6)
( 229,542) ( 1) ( 198,382) ( 1)
( 1,736,956) ( 7) ( 1,333,711) ( 9)
3,849,225 16 1,469,910 9
12,012 - 9,466 -
92,247 - 87,069 1
510,378 2 ( 146,473) ( 1)
( 85,495) - ( 30,394) -
529,142 2 ( 80,332) -
4,378,367 18 1,389,578 9
( 982,817) ( 4) ( 204,907) ( 1)
$ 3,395,550 14 $ 1,184,671 8
$ 524,233 2 ($ 91,331) ( 1)
$ 524,233 2 ($ 91,331) ( 1)
$ 3,919,783 16 $ 1,093,340 7
$ 3,395,585 14 $ 1,185,166 8
($ 35) - (% 495) -
$ 3,919,727 16 $ 1,094,911 7
3 56 - (3 1,571) -
3 18.10 $ 6.39
3 1784 $ 6.26
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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 Changes in Equity
For the Years Ended December 31, 2022 and 2021
(Expressed in thousands of New Taiwan dollars)

Equity Attributed to Owners of Parent

Retained Earnings

Exchange
Differences on
Translation of

Balance, January 1, 2021

Profit for the year

Other comprehensive income
Total comprehensive income

Distribution of earnings for the six-month period ended 6(16)
December 31, 2020

Legal reserve appropriated
Reversal of special reserve
Cash dividends of ordinary shares

Distribution of earnings for the six-month period ended June 6(16)
30, 2021

Legal reserve appropriated

Special reserve appropriated

Cash dividends of ordinary shares
Changes in non-controlling interests
Balance, December 31,2021

Balance, January 1, 2022

Profit for the year

Other comprehensive income
Total comprehensive income

Distribution of earnings for the six-month period ended 6(16)
December 31, 2021

Legal reserve appropriated
Reversal of special reserve
Cash dividends of ordinary shares

Distribution of earnings for the six-month period ended June 6(16)
30, 2022

Legal reserve appropriated

Reversal of special reserve

Cash dividends of ordinary shares
Conversion of convertible bonds 6(10)(14)(15)(25)
Changes in non-controlling interests

Unappropriated Foreign
Retained Financial Non-controlling
Notes Ordinary share Capital Surplus  Legal Reserve  Special Reserve Earnings Statements Treasury shares Total Interests Total Equity
$ 1,861,950 $ 5,256,344 $ 601,681 $ 852,629 $ 795,740 ($ 837,187 ) ($ 57,583 ) $ 8,473,574 $ 41,743 $ 8,515,317
- - - - 1,185,166 - - 1,185,166 ( 495 ) 1,184,671
- - - - - ( 90,255 ) - ( 90,255 ) ( 1,076 ) ( 91,331 )
- - - - 1,185,166 ( 90,255 ) - 1,094,911 ( 1,571 ) 1,093,340
- - 37,151 - ( 37,151 ) - - - - -
- - - ( 15,442 ) 15,442 - - - - -
- - - - ( 315,410 ) - - ( 315,410 ) - ( 315,410 )
- - 45,520 - ( 45,520 ) - - - - -
- - - 138,079 ( 138,079 ) - - - - -
- - - - ( 228,208 ) - - ( 228,208 ) - ( 228,208 )
- - - - - - - - ( 22,563 ) ( 22,563 )
$ 1,861,950 $ 5,256,344 $ 684,352 $ 975,266 $ 1,231,980 ($ 927,442 ) (% 57,583 ) $ 9,024,867 $ 17,609 $ 9,042,476
$ 1,861,950 $ 5,256,344 $ 684,352 $ 975,266 $ 1,231,980 ($ 927,442 ) ($ 57,583 ) $ 9,024,867 $ 17,609 $ 9,042,476
- - - - 3,395,585 - - 3,395,585 ( 35) 3,395,550
- - - - - 524,142 - 524,142 91 524,233
- - - - 3,395,585 524,142 - 3,919,727 56 3,919,783
- - 72,997 - ( 72,997 ) - - - - -
- - - ( 47,824 ) 47,824 - - - - -
- - - - ( 556,605 ) - - ( 556,605 ) - ( 556,605 )
- - 149,770 - ( 149,770 ) - - - - -
- - - ( 372,585 ) 372,585 - - - - -
- - - - ( 227,705 ) - - ( 227,705 ) - ( 227,705 )
45,285 421,008 - - - - - 466,293 - 466,293
- - - - - - - - ( 17,665 ) ( 17,665 )
$ 1,907,235 $ 5,677,352 $ 907,119 $ 554,857 $ 4,040,897 ($ 403,300 ) ($ 57,583 ) $12,626,577 $ - $ 12,626,577

Balance, December 31, 2022

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 Statement of Cash Flows
For the Year ended December 31, 2022 and 2021
(Expressed in thousands of New Taiwan dollars)

Notes 2022 2021
Cash flows from operating activities
Profit before tax $ 4,378,367 $ 1,389,578
Adjustments
Adjustments to reconcile profit or loss
Depreciation expense 6(5) (6) (22) 948,611 767,257
Amortization expense 6(22) 17,307 18,591
Expected credit (gain) loss 12(2) ( 13,580) 23,960
Net loss on financial assets or liabilities at fair ~ 6(2) (20)
value through profit or loss 591 2,132
Interest expense 6(21) 85,495 30,394
Interest income 6(18) ( 12,012) ( 9,466 )
Loss on disposal of property, plant, and 6(20)
equipment 1,892 2,853

Changes in operating assets and liabilities
Net changes in operating assets

Accounts receivable ( 606,804 ) ( 1,209,543 )
Other receivables ( 201,298) ( 29,660 )
Inventories ( 729,575) ( 1,259,325)
Prepayments 107,091 ( 54,485 )
Other current assets ( 2,116) ( 24,481)
Changes in operating liabilities
Contract liabilities 71,871 76,950
Accounts payable 257,853 873,741
Other payables 284,590 175,756
Other current liabilities 20,308 5,392
Other non-current liabilities ( 3,142) ( 3,081)
Cash flows generated from operating 4,605,449 776,563
Interest received 11,682 9,220
Interest paid ( 69,622) ( 18,696 )
Income tax paid ( 551,172) ( 160,581 )
Net cash flows generated from operating
activities 3,996,337 606,506

(Continuing)
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries

Consolidated Statement of Cash Flows

For the Year ended December 31, 2022 and 2021

(Expressed in thousands of New Taiwan dollars)

Cash flows from investing activities

Acquisition of financial assets at amortized cost

Acquisition of property, plant and equipment

Proceeds from disposal of property, plant and
equipment

Increase in refundable deposits

Acquisition of intangible assets

Acquisition of use-of-right assets

Decrease (increase) in other non-current assets

Net cash flows used in investing activities

Cash flows from financing activities

Increase in short-term borrowings

Proceeds from long-term debt

Repayments of long-term debt

Payments of lease liabilities

Cash dividends paid

Changes in non-controlling interests

Net cash flows (used in) generated from
financing activities

Effects of exchange rate changes
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Notes 2022 2021
($ 59,466) ($ 10,404)

6(25) ( 1,552,405) ( 2,000,647 )
11,526 6,700

( 18,613) ( 6,166)

( 7.133) ( 1,140)

6(6) ( 66,806 ) ( 268,734)
21,189 ( 48,708 )

( 1,671,708) ( 2,329,099 )

6(26) 11,434 1,857,924
6(26) - 100,532
6(26) ( 107,836) -
6(6)(26) ( 19,713) ( 45,869 )
6(26) ( 784,813) ( 705,033 )
( 17,665) ( 22,563)

( 918,593 ) 1,184,991

( 325,609 ) 84,726

1,080,427 ( 452,876 )

1,114,952 1,567,828

$ 2195379  $ 1,114,952

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, 2022 and 2021
(Expressed in thousands of New Taiwan dollars, Unless otherwise specified)

1. 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.

2. The Date of Authorisation for Issuance of the Financial Statements and Procedures for Authorisation

These consolidated financial statements were reported to the Board of Directors on February 23, 2023.

3. Application of the New Standards, Amendments and Interpretations

1)

)

Effect of the adoption of new issuances of or amendments to International Financial Reporting Standards
(“IFRS”) that came into effect as endorsed by the Financial Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by FSC and became effective from 2022 are as
follows:

Effective Date Set by

New Standards, Interpretations and Amendments the IASB
Amendments to [FRS 3, ‘Reference to the conceptual framework’ January 1, 2022
Amendments’ to IAS 16, ‘Property, plant and equipment: proceeds before January 1, 2022
intended use
Amendments to IAS 37, ‘Onerous contracts— cost of fulfilling a contract January 1, 2022
Annual improvements to IFRS Standards 2018-2020 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.

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 2023 are as follows:

Effective Date Set by

New Standards, Interpretations and Amendments the IASB
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 12, ‘Deferred tax related to assets and liabilities

arising from a single transaction’ January 1, 2023

Except for the following, the above standards and interpretations have no significant impact to the
Group’s financial condition and financial performance based on the Group’s assessment.

Amendments to IAS 12, ‘Deferred tax related to assets and liabilities arising from a single transaction’

The amendments require an entity to recognise deferred tax on particular transactions that, on initial
recognition, give rise to equal amounts of taxable and deductible temporary differences.
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The Group recognise a deferred tax asset and liability for all deductible and taxable temporary differences
associated with right-of-use assets and lease liabilities as of January 1, 2022. The potential impacts of
these amendments are an increase in deferred tax assets by $99,500 and $188,369 and deferred tax
liabilities by $67,477 and $156,153, and an increase in retained earnings by $32,023 and $32,216 as of
January 1, 2022 and December 31, 2022, respectively. And a decrease in income tax expense by $193,
and an increase in earnings per share by $0.001 for the year ended December 31, 2022.

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

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

Effective Date Set by
New Standards, Interpretations and Amendments the IASB
Amendments to IFRS 10 and IAS 28, ‘Sale or contribution of assets .
. ) : D ; To be determined by IAS
between an investor and its associate or joint venture

Amendments to IFRS 16, ‘Lease liability in a sale and leaseback’ January 1, 2024
IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IFRS 17, ‘Insurance contracts' January 1, 2023

Amendment to IFRS 17, 'Initial application of IFRS 17 and IFRS 9 —
comparative information’

Amendments to IAS 1, ‘Classification of liabilities as current or non-Current’ January 1, 2024

January 1, 2023

Amendments to IAS 1, ‘Non-current liabilities with covenants’ January 1, 2024

The above standards and interpretations have no significant impact to the Group’s financial condition and
financial performance based on the Group’s assessment.

4, Summary of Significant Accounting Policies

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

(1) 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 that came into effect as endorsed by the FSC (collectively referred herein as the “IFRSs”).

(2) Basis of preparation

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

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.

(3) Basis of consolidation

A. Basis for preparation of consolidated financial statements:
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(A) 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.

(B) Inter-company transactions, balances and unrealised gains or losses on transactions between
companies within the Group are eliminated. Accounting policies of subsidiaries have been adjusted
where necessary to ensure consistency with the policies adopted by the Group.

(C) Profit or loss and each component of other comprehensive income are attributed to the owners of
the parent and to the non-controlling interests. Total comprehensive income is attributed to the
owners of the parent and to the non-controlling interests even if this results in the non- controlling
interests having a deficit balance.

(D) Changes in a parent’s ownership interest in a subsidiary that do not result in the parent losing
control of the subsidiary (transactions with non-controlling interests) are accounted for as equity
transactions, i.e. transactions with owners in their capacity as owners. Any difference between the
amount by which the non-controlling interests are adjusted and the fair value of the consideration
paid or received is recognised directly in equity.

(E) When the Group loses control of a subsidiary, the Group remeasures any investment retained in the
former subsidiary at its fair value. That fair value is regarded as the fair value on initial recognition
of a financial asset or the cost on initial recognition of the associate or joint venture. Any difference
between fair value and carrying amount is recognised in profit or loss. All amounts previously
recognised in other comprehensive income in relation to the subsidiary are reclassified to profit or
loss on the same basis as would be required if the related assets or liabilities were disposed of. That
is, when the Group loses control of a subsidiary, all gains or losses previously recognised in other
comprehensive income in relation to the subsidiary should be reclassified from equity to profit or
loss, if such gains or losses would be reclassified to profit or loss when the related assets or
liabilities are disposed of.

B. Subsidiaries included in the consolidated financial statements:

Percentage of

ownership
Main business December December
Name of Investor Name of Subsidiary activities 31,2022 31,2021  Notes

The Company Capital Concord Holding company;

Enterprises Limited Sports Leisure 100 100

(Capital Concord Outdoor Footwear

Enterprises Limited H.K.) Production and Sales
Capital Concord Fujian Laya Outdoor Import/export trading
Enterprises Limited Products Co., Ltd. (Fujian 100 100
H.K. Laya)
Capital Concord Hong Kong Laya Holding Company
Enterprises Limited  Outdoor Products (Hong - 100 Note 1
H.K. Kong Laya)
Capital Concord Fujian Sunshine Sports Leisure
Enterprises Limited ~ Footwear Co., Ltd. Outdoor Footwear 100 100
H.K. (Sunshine) Production and Sales
Capital Concord Sunny Footwear Co., Ltd. Sports Leisure
Enterprises Limited  (Sunny) Outdoor Footwear 100 100
H.K. Production and Sales
Capital Concord Hubei Sunsmile Footwear Sports Leisure
Enterprises Limited  Co., Ltd. (Sunsmile) Outdoor Footwear 100 100
H.K. Production and Sales
Capital Concord Fulgent Sun Footwear Sports Leisure
Enterprises Limited  Co., Ltd. Outdoor Footwear 100 100
H.K. (Fulgent Sun) Production
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(4)

C
D.
E
F

Percentage of

ownership
Main business December December

Name of Investor Name of Subsidiary activities 31,2022 31,2021  Notes
Capital Concord Lin Wen Chih Sunbow Sports Leisure
Enterprises Limited  Enterprises Co., Ltd. Outdoor Footwear 100 100
H.K. (Sunbow) Production and Sales
Capital Concord Lin Wen Chih Sunstone  Sports Leisure
Enterprises Limited  Enterprises Co., Ltd. Outdoor Footwear 100 91.27 Note 2
H.K. (Sunstone) Production and Sales
Capital Concord NGOC HUNG Footwear Sports Leisure
Enterprises Limited ~ Co., Ltd. (NGOC HUNG) Outdoor Footwear 100 100
H.K. Production
Capital Concord Eversun Footwear Co., Sports Leisure
Enterprises Limited Ltd. (Eversun) Outdoor Footwear 100 100 Note 3
H.K. Production
Capital Concord PT. SUN BRIGHT Start-up stage not yet
Enterprises Limited LESTARI in operation 100 100 Note 4
H.K.
Capital Concord Laya Chemical Start-up stage not yet
Enterprises Limited Engineering Co., Ltd. in operation 100 - Note 5
H.K. (Laya Chemical)
Lin Wen Chih Lin Wen Chih Sunlit Land lease
Sunbow Enterprises  Enterprises Co., Ltd. 100 100 Note 6

Co., Ltd. (Sunlit)

Note 1: The liquidation process was completed in April 2022.

Note 2: The Group purchased 8.73% equity of Sunstone from unrelated parties in January 2022.

Note 3: The Group obtained the control of Eversun in August 2021, and has included it in the
consolidated financial statements since the date of obtaining the control.

Note 4: The Group had established PT. SUN BRIGHT LESTARI in Indonesia in 2021, and has
included it in the consolidated financial statements since then.

Note 5: The Group had established Laya Chemical in Taiwan in 2022, and has included it in the
consolidated financial statements since then.

Note 6: A total of 51% of the equity is registered in the name of a related party who is a Cambodian
in response to the local law and regulations. The Group has already taken relevant
preservation measures.

. Subsidiaries not included in the consolidated financial statements: None

Adjustment for subsidiaries with different balance sheet dates: None
Significant restrictions: None

Subsidiaries that have non-controlling interests that are material to the Group: None

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, VND, IDR, and USD. The consolidated financial statements
are presented using“NTD” as the reporting currency.

A. Foreign currency transactions and balances

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

(B) Monetary assets and liabilities denominated in foreign currencies at the period end are
re-translated at the exchange rates prevailing at the balance sheet date. Exchange differences
arising upon re-translation at the balance sheet date are recognised in profit or loss.
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(C) Non-monetary assets and liabilities denominated in foreign currencies held at fair value through
profit or loss are re-translated at the exchange rates prevailing at the balance 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.

(D) All other foreign exchange gains and losses based on the nature of those transactions are
presented in the statement of comprehensive income ‘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:

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

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

(C) 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:

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

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

(D) Cash and cash equivalents, excluding restricted cash and cash equivalents and those that 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 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.

148



(7) Einancial 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.

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.

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.

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

D.

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

On a regular way purchase or sale basis, financial assets at amortized cost are recognised and
derecognised using trade date accounting.

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.

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

B.

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

The short-term accounts and notes receivable without bearing interest are subsequently measured at

initial invoice amount as the effect of discounting is immaterial.

(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) Derecognition of financial assets

The Group derecognises a financial asset when the contractual rights to receive the cash flows from the
financial asset expire.
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(12) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted-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). It 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 the estimated costs necessary to make the sale.

(13) Property, plant and equipment

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

B.

construction period are capitalized.

Subsequent costs are included in the asset’s carrying amount or recognised 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 derecognised. All other repairs and maintenance are charged to profit or loss during the
financial period in which they are incurred.

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.

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted if
appropriate, at each financial year-end. If expectations for the assets’ residual values and useful lives
differ from previous estimates or the patterns of consumption of the assets’ future economic benefits
embodied in the assets have changed significantly, any change is accounted for as a change in
estimate under IAS 8, ‘Accounting Policies, Changes in Accounting Estimates and Errors’, from the
date of the change. The estimated useful lives of property, plant and equipment are as follows:

Buildings and structures 2~50 years
Machinery and equipment 3~20 years
Transport equipment 3~11 years
Office equipment 2~15 years
Other equipment 2~21 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.

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.

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.
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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 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 notes 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:

A. The embedded 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 the gain or loss
on valuation of financial assets or financial liabilities at fair value through profit or loss’.

B. The host contracts of bonds are initially recognised at the residual value of total issue price less the
amount of ‘financial 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.
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C. 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 recognised, it is recognised 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.

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

E. When bondholders exercise conversion options, the liability component of the bonds (including
bonds payable 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.

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 and embedded derivatives

Non-hedging derivatives are initially recognised at fair value on the date a derivative contract is entered
into and recorded as financial assets or financial liabilities at fair value through profit or loss. They are
subsequently remeasured at fair value and the gains or losses are recognised in profit or loss.

(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’ compensation and directors’ remuneration

Employees’ compensation and directors’ remuneration are recognised as expense and liability,
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) Income tax

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

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.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised. At each balance sheet date,
unrecognised and recognised deferred tax assets are reassessed.

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.

(26) Share capital

A

B.

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.

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.

(27) 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.
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5.

(28) Revenue recognition

A. Sales of goods—wholesale

(A) 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.

(B) A receivable is recognised when the goods are delivered as this is the point in time that the
consideration is unconditional because only the passage of time is required before the payment is
due.

B. Financial components

The Group has contracts signed with customers to have the promised commaodity 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.

(29) Government grants

Government grants are recognised at fair value when there is reasonable assurance that the Group 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 recognised 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 recognised as non-current
liabilities and are amortised to profit and loss over the estimated useful lives of the related assets using the
straight-line method.

(30) Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The Group’s chief operating decision maker, 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)

(2)

Critical judgements in applying the Group’s accounting policies

None.
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, 2022 December 31, 2021
Cash on hand and revolving funds $ 4910 $ 10,062
Checking deposit & demand deposits 1,628,836 784,622
Time deposits 561,633 320,268
Total $ 2,195379 $ 1,114,952

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” .

C. For restricted bank deposits of the Group, please refer to Note 6(7).

(2) Financial assets (liabilities) at fair value through profit or loss

Item December 31, 2022 December 31, 2021

Current items:

Financial assets designated at fair value through
profit or loss
- Convertible corporate bond redemption and
sale rights $ 27 % -
Non-current items:

Financial assets mandatorily measured at fair
value through profit or loss

- Listed company stock $ 50938 $ 7 607

Item December 31, 2022 December 31, 2021

Non-current items:

Financial liabilities designated at fair value
through profit or loss
- Convertible corporate bond redemption and
sale rights $ - ($ 700)

A. The convertible corporate bonds the Group held the right to redeem and sell for the year ended
December 31, 2022 and 2021, with recognised gains and losses, were $1,078 and ($450),
respectively.

B. The shares of listed OTC companies the Group held for the year ended December 31, 2022 and 2021,
with recognised losses, were $1,669 and $1,682, 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, 2022 December 31, 2021

Accounts receivable $ 4,245,464 $ 3,363,009
Less: Allowance for impairment ( 16,143) ( 27,150)
$ 4,229,321  $ 3,335,859

A. The age analysis of accounts receivable is as follows:

December 31, 2022 December 31, 2021

Current $ 3,869,409 $ 3,079,004
Overdue 0 to 90 days 350,406 261,485
Overdue 91 to 180 days 14,408 5577
Overdue 181 to 365 days 2,681 896
Over 365 days past due 8,560 16,047
Total $ 4245464 $ 3,363,009

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, 2022 and 2021 were generated by the
customer contracts. The balance of accounts receivable from the customer contracts as of January 1,
2021 was $2,270,550.

C. The amount of the maximum credit risk of the Group's accounts receivables as of December 31,
2022 and 2021, 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, please refer to Note 12(2).
(4) Inventories
December 31, 2022

Allowance for inventory
market decline and

Cost obsolescence Carrying amounts
Merchandise inventory $ 13 ($ 1) $ 12
Raw material 1,216,850 ( 27,799) 1,189,051
Work in process 1,621,349 ( 31,224) 1,590,125
Finished goods 1,741,646 ( 32,753) 1,708,893
Inventory in-transit 496,990 - 496,990
Total $ 5,076,848 ( $ 91,777) $ 4,985,071
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December 31, 2021
Allowance for inventory
market decline and

Cost obsolescence Carrying amounts
Merchandise inventory $ 1521 $ - $ 1,521
Raw material 904,972 ( 37,119) 867,853
Work in process 1,181,198 ( 19,550) 1,161,648
Finished goods 1,129,632 ( 21,266) 1,108,366
Inventory in-transit 758,127 - 758,127
Total $ 3,975,450 ($ 77,935) $ 3,897,515

The cost of inventories recognised by the Group as expense in the current period is as follows:

Year Ended Year Ended
December 31,2022 December 31,2021
Cost of inventories sold $ 18,567,729 $ 12,758,872
Inventory valuation losses (gain from price recovery) 13,842 ( 15,989)
Inventory scrap loss 4,219 6,606
Others 9,262 ( 8,849)
$ 18,595,052 $ 12,740,640

The Group recognised a reduction in the cost of goods sold due to a rebound in the net realizable value
of inventory due to the degraded part of the inventory that had been listed as loss of price for the year
ended December 31, 2021.
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(5) Property, plant, and equipment

2022

Increase in the

Decrease in the

Transfer in the

Effect of exchange

Cost Opening Balance period period period rate changes Ending Balance
Land $ 282,330 % 25,052 $ - $ - $ 31,629 $ 339,011
Buildings 4,469,900 231,284  ( 1,343) 488,599 316,496 5,504,936
Machinery equipment 3,995,352 898,961 ( 49,989) 283,119 277,376 5,404,819
Transportation equipment 85,753 12,734  ( 8,834) 725 5,767 96,145
Office equipment 46,373 11,142 ( 1,421) - 2,955 59,049
Others 1,692,739 397,486  ( 55,980) 8,764 139,219 2,182,228
Construction in progress and
to-be-inspected equipment 975,269 280,104 - 898,386) 58,214 415,201
$ 11,547,716 $ 1,856,763  ($ 117,567) ($ 117,179)  $ 831,656 $ 14,001,389

Increase in the Decrease in the Transfer inthe  Effect of exchange

Accumulated depreciation Opening Balance period period period rate changes Ending Balance
Buildings ($ 1,317,524) (% 219,546) $ 287 $ - (8 63,140) (% 1,599,923)
Machinery equipment ( 1,677,192) ( 319,900) 48,260 - | 89,895) ( 2,038,727)
Transportation equipment ( 54,734) ( 8,236) 8,770 - | 3,273) ( 57,473)
Office equipment ( 36,828) ( 5,562) 1,158 - | 2,139) ( 43,371)
Others ( 1,141,230) ( 322,542) 45,674 - | 94,961) ( 1,513,059)
$ 4,227,508) ($ 875,786) $ 104,149 $ - (8 253,408) ($ 5,252,553)
$ 7,320,208 $ 8,748,836
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2021

Increase in the Decrease in the Transfer inthe  Effect of exchange
Cost Opening Balance period period period rate changes Ending Balance
Land $ 283,615 $ - $ - $ 6,759 (% 8,044) $ 282,330
Buildings 4,051,113 184,252  ( 10,392) 301,187  ( 56,260) 4,469,900
Machinery equipment 3,304,171 719,289  ( 61,143) 73,935 ( 40,900) 3,995,352
Transportation equipment 76,776 14,091 ( 4,218) - | 896) 85,753
Office equipment 41,854 5735 ( 852) 125  ( 489) 46,373
Others 1,441,162 287,794  ( 59,861) 50,325 ( 26,681) 1,692,739
Construction in progress and
to-be-inspected equipment 396,630 805,606 - 216,805) ( 10,162) 975,269
$ 9,595,321 $ 2,016,767 ($ 136,466) $ 215526  ($ 143,432)  $ 11,547,716
Increase in the Decrease in the Transfer inthe  Effect of exchange
Accumulated depreciation Opening Balance period period period rate changes Ending Balance
Buildings ($ 1,152,227) (% 182,143) $ 8,042 $ - $ 8,804 (% 1,317,524)
Machinery equipment ( 1,462,164) ( 281,753) 54,093 - 12,632 ( 1,677,192)
Transportation equipment ( 51,290) ( 8,193) 4,221 - 528 ( 54,734)
Office equipment ( 34,655) ( 3,389) 850 - 366 ( 36,828)
Others ( 974,217) ( 244,760) 59,707 - 18,040  ( 1,141,230)
$ 3,674,553) (% 720,238) $ 126,913 $ - $ 40,370 ($ 4,227,508)
$ 5,920,768 $ 7,320,208

A.For the year ended December 31, 2022 and 2021 the Group no interest capitalized.
B.For property, plant, and equipment provided by the Group as collateral as of December 31, 2022 and 2021, please refer to Note 8.
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(6) Leasing arrangements - lessee

A. The Group leases various assets including land, buildings, and business vehicles. Rental contracts are
typically made for periods of 3 to 50 years. Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions. There are no restrictions except that the
leased assets may not be used as loan guarantees.

B. The carrying amount of the right-of-use assets and the depreciation charge are as follows:

December 31, 2022 December 31, 2021

Carrying amounts Carrying amounts
Land 998,700 $ 837,416
Buildings 801,951 331,279
Transportation equipment (Business vehicles) - 144
$ 1,800,651 $ 1,168,839

Year Ended Year Ended

December 31,2022 December 31,2021
Depreciation expenses  Depreciation expenses
Land $ 26,982 $ 24,322
Buildings 45,814 22,610
Transportation equipment (Business vehicles) 29 87
$ 72,825 $ 47,019

C. The Group’s right-of-use assets increased $634,667 and $280,169 for the years ended December 31,
2022 and 2021, respectively.

D. The profit and loss item related to the lease contract are as follows:

Year Ended Year Ended
December 31,2022 December 31,2021
Items affecting profit and loss:
Interest expense on lease liability $ 8553 % 4,818
Cost relates to short-term lease contract 4,228 11,120

E. The Group’s total cash outflow for leases were $23,941 and $56,989 for the years ended December
31, 2022 and 2021, respectively.

(7) Other current assets and other non-current assets

Items December 31, 2022 December 31, 2021

Current:
Financial assets at amortized cost -

Restricted bank deposits $ 5410 $ 1,725
Financial assets at amortized cost -

Time deposits 155,716 87,092
Others 50,322 65,100
Total $ 211,448 % 153,917
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Item December 31, 2022 December 31, 2021

Non-current:

Prepaid land and equipment $ 70,313  $ 72,811
Refundable deposits 28,692 8,965
Others 12,893 56,473
Total $ 111,898 $ 138,249

Note: For other current assets and other non-current assets provided by the Group as collateral as of
December 31, 2022 and 2021, please refer to Note 8.

(8) Short-term borrowings

Loan Type December 31, 2022 Interest rate range Collateral
Credit loans $ 3,476,180  1.403%~4.890% Note

Loan Type December 31, 2021  Interest rate range Collateral
Credit loans $ 3,122,600  0.530%~0.741% Note

Note: For property, plant, and equipment provided by the Group as collateral as of December 31, 2022
and 2021, please refer to Note 8.

(9) Other payables

December 31, 2022 December 31, 2021
Accrued salaries $ 034,168 $ 654,264
Payables on equipment 498,157 313,476
Dividends 227,705 228,208
Others 246,148 178,325
$ 1,906,178 $ 1,374,273
(10) Bonds payable
December 31, 2022 December 31, 2021
Domestic fifth unsecured convertible corporate
bonds $ 27,200 % 500,000
Less: Discount on corporate bonds payable ( 208) ( 10,044)
Subtotal 26,992 489,956
Less: Current bonds payable
(Current portion of long-term liabilities) ( 26,992) ( 489,956 )
Total $ - 9 -

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 $500,000, with a par value of $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.
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(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 $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 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, 2022, the convertible corporate bond of $472,800 was converted to 4,529
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. At present, the
conversion price for the convertible corporate bond is $103 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,
2022 was $2,622. 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 1.261%.

(11) Long-term borrowings

The Group had no long-term loans as of December 31, 2022.

Loan period Interest rate
Loan Type and repayment method range Collateral  December 31, 2021
Monthly interest payment
from June 7, 2021 to June 7,
Credit loan 2023; principal can be repaid 0.7413% None $ 100,000
at any time; the principal was
repaid earlier on July ,2022.
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(12) Other non-current liabilities

Item December 31, 2022 December 31, 2021
Non-current:
Deferred government grant income $ 116,626 $ 117,240
Other non-current liabilities, others 93,348 91,366
Total 3 209,974 $ 208,606

(13) Pension

A.

Since July 1, 2005, the Group’s subsidiary and second-tier subsidiary Capital Concord Enterprises
Limited H.K., Taiwan Branch 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,
2022 and 2021, the pensions recognised by the Group in accordance with the above regulations were
$7,720 and $6,882, respectively.

In accordance with the regulations of the People's Republic of China, the Group's second-tier
subsidiaries in China set aside the pension monthly at 16%~19% of the total local staff’s salaries
(Sunny and Sunshine: 16%~18%; Sunsmile: 16%~19%; Fujian Laya: 16%). Each employee's
pension is managed and arranged by the government, and the Group is solely obliged to set aside the
pension. As of the year ended December 31, 2022 and 2021, the pensions recognised by the Group's
second-tier subsidiaries in China in accordance with the above regulations were $112,736 and
$87,865, respectively.

The Group's second-tier subsidiaries 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, 2022 and
2021, the pensions recognised by the Group in accordance with the above regulations were $204,660
and $193,029, respectively.

The Group's second-tier subsidiaries are subject to the relevant local regulations. According to the
local government regulations, the pension fund for social security 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, 2022, the pensions
recognised by the Group in accordance with the above regulations was $6,419.

(14) Share capital

A

On December 31, 2022, the Company's rated capital was $3,000,000, divided into 300 million shares,
and the paid-in-capital was $1,907,235 with a par value of $10 (in dollars) per share.

The adjustment made to the Company’s outstanding common stock shares at the beginning and end
of the period were as follows:

Unit: Thousand shares

2022 2021
January 1 185,535 185,535
Conversion of convertible corporate bonds 4529 -
December 31 190,064 185,535

163



B. Treasury shares
(A) Reason for buyback and number of treasury shares bought back:

December 31, 2022
Number of Shares
Shareholder Reason for Buyback (in Thousands)  Carrying amounts

The Company Transfer to employees 660 $ 57,583

December 31, 2021
Number of Shares
Shareholder Reason for Buyback (in Thousands)  Carrying amounts

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 shares 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 retired 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 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 each year. Capital surplus should not be used to cover accumulated deficit unless the
legal reserve is insufficient.

B. The changes in capital surplus were as follows:

2022
Issue Premium  Stock Options Others Total
January 1 $ 5,207,597 $ 48,201 $ 546 $ 5,256,344
Convertible corporate bonds
converted to common stocks 466,587 ( 45,579) - 421,008
December 31 $ 5,674,184 $ 2,622 $ 546 $ 5,677,352
2021
Issue Premium  Stock Options Others Total
January 1 and December 31 $ 5,207,597 $ 48,201 $ 546 $ 5,256,344
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(16) Retained earnings

A. Under the Company’s 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.
The company shell not set aside exceeding than 3% and lower than 0.1% 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. The Company shell make up the loss when company still has
accumulated losses. 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.

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. Under the Company’s Articles of Incorporation, the Company shall not distribute dividends or assign
dividends or other assignments in respect of the realized or 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 2020 which have been resolved in the shareholders' meeting on
August 27, 2021 respectively, were as follows:

0.00% For the second half year of For the first half year of

2020 2020
Board resolution date February 26, 2021 December 28, 2020
Legal reserve appropriated $ 37,151 $ 52,606
(Reversal) Allowance for Special
reserve $ 15,442) $ 169,454
Cash dividends $ 315410 $ 389,623
Dividends per share (NT$) $ 170  $ 2.10

F. The appropriations of earnings for 2021 which have been resolved in the shareholders' meeting on
May 27, 2022 respectively, were as follows:

For the second half year of  For the first half year of

0.00% 2021 2021
Board resolution date February 25, 2022 December 28, 2021
Legal reserve appropriated $ 72,997 $ 45,520
(Reversal) Allowance for Special

reserve $ 47,824) $ 138,079
Cash dividends $ 556,605 $ 228,208
Dividends per share (NT$) $ 300 $ 1.23
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G. The appropriations of interim earnings for the year of 2022 which have been resolved by the Board
of Directors respectively, were as follows:

0.00% For the second half year of For the first half year of
2022 2022

Board resolution date February 23, 2023 December 28, 2022

Legal reserve appropriated $ 189,788 $ 149,770

Reversal for Special reserve ($ 151,555) ($ 372,585)

Cash dividends $ 1,140,422 $ 227,705

Dividends per share (NT$) $ 6.00 $ 1.20

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 the second half year of 2021,
because the conversion of convertible corporate bonds, changing in shareholders’ dividends rate to
NT$2.94 per share, which authorized the Chairman to act at his/her own discretion by the Board of
Directors on February 25, 2022.

Before the record date of the appropriations of interim earnings for the first half year and second half
year of 2022, 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 of
Directors, which should authorize the Chairman to act at his/her own discretion.

For more information on the distribution of earnings 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 31,2022 December 31,2021
Revenue from contracts with customers $ 24,181,233 % 15,544,261

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, please refer to Note 14(2).

B. Contract liabilities
The contract liabilities related to customer contract income recognised by the Group were as follows:

December 31, 2022  December 31, 2021 January 1, 2021

Contract liabilities
- Advance sales receipts ~ $ 76,777 $ 76,092 $ 52,618
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Revenue recognised that was included in the contract liability balance at the beginning of the

period:

Year Ended
December 31, 2022

Year Ended

December 31, 2021

Revenue recognised that was included in the
contract liability balance at the beginning of the

period - Advance sales receipts $ 76,092 $ 51,733
(18) Interest revenue
Year Ended Year Ended
December 31, 2022 December 31, 2021
Interest on bank deposits $ 12012 $ 9,466
(19) Other revenue
Year Ended Year Ended
December 31, 2022 December 31, 2021
Government grant $ 19,713  $ 44,015
Other revenue - others 72,534 43,054
$ 92,247 $ 87,069
(20) Other gains and losses
Year Ended Year Ended
December 31, 2022 December 31, 2021
Losses on disposals of property, plant, and equipment ( $ 1,892)($ 2,853)
Foreign exchange gains (losses) 529,229 ( 113,113)
Losses on financial assets and liabilities measured at
fair value through profit and loss ( 591)( 2,132)
Other losses ( 16,368) ( 28,375)
$ 510,378 ( $ 146,473)
(21) Einance costs
Year Ended Year Ended
December 31, 2022 December 31, 2021
Bank borrowings $ 73262 % 19,440
Convertible bonds 3,680 6,136
Lease liabilities 8,553 4,818
$ 85495 $ 30,394
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(22) Expenses by nature

Year Ended Year Ended
December 31, 2022 December 31, 2021

Employee benefits

Salary $ 6,635,999 $ 4,695,289
Labor and health insurance 194,039 181,064
Pension 331,535 287,776
Others 110,056 87,463
7,271,629 5,251,592

Depreciation 948,611 767,257
Amortization 17,307 18,591
$ 8,237,547 $ 6,037,440

A. Under the Company’s Articles of Incorporation, the Company may allocate a surplus not exceeding
3% of the remaining surplus as the directors’ remuneration and 0.1%~3% of the remaining profits as
employees’ compensation for the employees of the Company and subsidiaries.

B. The employees' compensation and directors' remuneration estimate of the Company in the year
ended December 31, 2022 and 2021 were $20,000 and $10,000, respectively. The above amounts
were accounted for as operating expenses. The above employees’ compensation 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' compensation and directors' remuneration for the year ended December 31, 2021
approved by the Board of Directors are consistent with those recognised in the financial statements
for the year ended December 31, 2021.

Information on employees' compensation and directors' remuneration approved by the Board of
Directors is available on the MOPS.
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(23) Income tax

A.

Income tax expense
(A) Components of income tax expense:

Year Ended
December 31, 2022

Year Ended

December 31, 2021

Current tax:

December 31, 2022

Current tax on profits for the period $ 973516 $ 193,710
Underestimated (overestimated) income tax in

prior periods 7,016 ( 972)
Total current tax 980,532 192,738
Deferred tax:
Origination and reversal of temporary

differences 2,285 12,169
Total deferred tax 2,285 12,169
Income tax expense $ 982,817 $ 204,907

(B) Relationship between income tax expense and accounting profit:
Year Ended Year Ended

December 31, 2021

Tax calculated based on profit before tax and

statutory tax rate (Note) $ 1,298,092 $ 360,635
Income tax effect of items removed according

to law 34,787 10,103
Tax-free income under the Income Tax Act ( 121,820) ( 78,917)
Underestimated (overestimated) income tax in

prior periods 7,016 ( 972)
Income tax effect of unrecognised deferred

income tax assets and liabilities ( 239,928) ( 85,462)
Adjustments on deferred tax assets and

liabilities 4,670 ( 480)
Income tax expense $ 982,817 $ 204,907

Note: The basis for computing the applicable tax rate The statutory tax rate is the rate applicable

in the parent company’s country.
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B. Amount of deferred tax assets or liabilities as a result of temporary differences and tax losses were as
follows:

Year Ended December 31, 2022
Recognised in profit

January 1 and loss (Note) December 31
Deferred tax assets:
- Temporary differences:
Allowance for inventory market
decline and obsolescence $ 8,413 ($ 3923) $ 4,490

Deferred income after tax 19,813 2,855 22,668

Others 26,517 ( 2,082) 24,435
Loss carryforwards 3,635 2,297 5,932
Subtotal $ 58,378 ($ 853) $ 57,525
Deferred tax liabilities:

Others ($ 1595)($ 1432)( $ 3,027)
Subtotal ($ 1,595)($ 1,432)( $ 3,027)

Year Ended December 31, 2021
Recognised in profit

January 1 and loss (Note) December 31
Deferred tax assets:
- Temporary differences:
Allowance for inventory market
decline and obsolescence $ 7681 $ 732 % 8,413

Deferred income after tax 24,722 ( 4,909) 19,813

Others 31,193 ( 4,676) 26,517
Loss carryforwards 6,142 ( 2,507) 3,635
Subtotal $ 69,738 ($ 11,360) $ 58,378
Deferred tax liabilities:

Others ($ 786) ($ 809)( $ 1,595)
Subtotal ($ 786) ($ 809)( $ 1,595)

Note: The effect of tax rate changes is included.

C. The Company has not recognise deferred tax liabilities for taxable temporary differences related to
the investments of certain subsidiaries. The temporary differences of unrecognised deferred income
tax liabilities as of December 31, 2022 and 2021 were $4,983,313 and $3,250,561, respectively.

D. The profit-seeking enterprise income tax returns of Capital Concord Enterprises Limited (H.K.),
Taiwan Branch for the year ended December 31, 2020 have been approved by the tax authorities.
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(24) Earnings per share

Basic earnings per share
Profit attributable to ordinary
shareholders of the parent
Diluted earnings per share

Profit attributable to ordinary
shareholders of the parent

Effect of dilutive potential
ordinary shares

Convertible corporate bonds

Employees’ compensation

Profit attributable to ordinary
shareholders of the parent
plus effect of dilutive
potential ordinary shares

Basic earnings per share

Profit attributable to ordinary
shareholders of the parent

Diluted earnings per share

Profit attributable to ordinary
shareholders of the parent

Effect of dilutive potential
ordinary shares

Convertible corporate bonds

Employees’ compensation

Profit attributable to ordinary
shareholders of the parent
plus effect of dilutive
potential ordinary shares

Year Ended December 31, 2022

Weighted average
number of shares in

circulation (thousand Earnings per

After-tax amount shares) share (NT$)
$ 3,395,585 187,616 $ 18.10
3,395,585 187,616
3,680 2,712
- 171
$ 3,399,265 190,499 $ 17.84

Year Ended December 31, 2021

Weighted average
number of shares in

circulation (thousand Earnings per

After-tax amount shares) share (NT$)
$ 1,185,166 185,535 $ 6.39
1,185,166 185,535
6,136 4,726
- 191
$ 1,191,302 190,452 $ 6.26
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(25) Supplemental cash flow information

A.

Investing activities with partial cash payments:
Year Ended December  Year Ended December

31, 2022 31, 2021

Additions to property, plant and equipment $ 1739584 $ 2232 293
Less: Prepayments for land and equipment,

beginning of period ( 72,811) ( 328,604 )
Add: Prepayments for land and equipment, end

of period 70,313 72,811
Add: Payables on equipment, beginning of

period 313,476 337,623
Less: Payables on equipment, end of period ( 498,157) ( 313,476)
Cash paid during the period $ 1552405 $ 2 000.647

Financing activities with no cash flow effects:

Year Ended December Year Ended December
31, 2022 31, 2021

Share capital converted from convertible
corporate bonds $ 45285 $ -
Declared cash dividends not yet paid

227,705 $ 228,208
(26) Changes in liabilities from financing activities
Long and Convertible Total liabilities
short-term corporate bonds Dividends from financing
borrowings Lease liabilities (Note) Payables activities

January 1, 2022

$ 3,222,600 $ 492505 $ 489,956 $ 228,208 $ 4,433,269

Changes in cash flow

from financing ( 96,402) ( 19,713) - ( 784,813) ( 900,928)
Changes in other
non-cash items - 447,099 ( 462,964 ) 784,310 768,445
Impact of changes in
foreign exchange rate 349,982 44,149 - - 394,131
December 31, 2022 $ 3,476,180 $ 964,040 $ 26,992 $ 227,705 $ 4,694,917
Long and Convertible Total liabilities
short-term corporate bonds Dividends from financing
borrowings Lease liabilities (Note) Payables activities

January 1, 2021

$ 1,322,960 $ 527,719 % 489,956 $ 389,623 $ 2,730,258

Changes in cash flow

from financing 1,958,456 ( 45,869) - ( 705,033) 1,207,554
Changes in other

non-cash items - 16,253 - 543,618 559,871
Impact of changes in

foreign exchange rate ( 58,816 ) ( 5,598) - - ( 64,414)
December 31, 2021 $ 3222600 $ 492505 $ 489,956 $ 228,208 $ 4,433,269

Note: The portion due within one year is included.
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7. Related Party Transactions

- ~ Key management compensation

Short-term employee benefits

8. Pledged Assets

Assets

Year Ended Year Ended
December 31, 2022 December 31, 2021
$ 87,440 $ 75,693
Book amount
December 31, 2022 December 31, 2021 Collateral

Land
Buildings
Financial assets at amortized
cost (recognised in other
current assets and other
non-current assets)
Refundable deposits
(recognised in other
non-current assets)

$ 109,791 $ 98,958 Short-term borrowings
155,393 145,619 Short-term borrowings
Performance bond and
performance guarantee of
7800 5 352 the power supply agreement
Land lease deposits and
28,692 8,965 ONers
$ 301,676 $ 258,894

9. Significant Contingent Liabilities and Unrecognised Contractual Commitments

~ ~ Commitments

Capital expenditure contracted for at the balance sheet date but not yet incurred is as follows:

Property, plant and equipment

Property, plant and equipment

10. Significant Disaster Loss

None.

Total contract price
December 31, 2022 December 31, 2021
$ 635,865 $ 1,254,836

Outstanding amount
December 31, 2022 December 31, 2021
$ 159,449 $ 337,532

11. Significant Events after the Balance Sheet Date

In order to improve capital expenditure of the new Indonesian plant and enrich the Group's mid-term
operating capital. The Group's subsidiaries, Capital Concord Enterprises Limited H.K., signed a syndicated
loans with Taipei Fubon Commercial Bank Co., Ltd served as mandated lead arranger and other joint bank
on February 3, 2023. The borrowing amount is US$83 million. The credit period is 5 years from the first

utilization date.
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12. 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, 2022 and 2021 were as follows:

December 31, 2022 December 31, 2021
Total liabilities $ 10,252,095 $ 8,558,190
Total assets $ 22,878,672 $ 17,600,666
Debt ratio 44.81% 48.62%
(2) FEinancial instruments
A. Financial instruments by category
December 31, 2022 December 31, 2021
Financial assets
Financial assets at fair value through profit and
loss
Financial assets mandatorily measured at fair
value through profit or loss $ 5938 $ 7,607
Financial assets designated at fair value
through profit or loss 27 -
$ 5965 $ 7,607
Financial assets at amortized cost/ loans and
receivables
Cash and cash equivalents 3 2,195379 $ 1,114,952
Accounts receivable 4,229,321 3,335,859
Other receivables 433,399 212,600
Financial assets at amortized cost - current 161,126 88,817
Refundable deposits 28,692 8,965
Financial assets at amortized cost -
non-current 2,390 3,627
$ 7,050,307 $ 4,764,820
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C.

December 31, 2022 December 31, 2021

Financial labilities

Financial liabilities at fair value through profit

and loss

Financial liabilities designated at fair value

through profit or loss $ - $ 700
Financial liabilities at amortized cost

Short-term borrowings $ 3,476,180 $ 3,122,600
Accounts payable 2,942,863 2,512,476
Other payables 1,906,178 1,374,273
Long-term borrowings - 100,000
Corporate bonds payable 26,992 489,956
$ 8,352,213 $ 7,599,305
Lease liabilities (current and non-current) $ 964,040 $ 492,505

Risk management policies

(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.

Significant financial risks and degrees of financial risks
(A) Market risk
Foreign exchange 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 VND and IDR. The relevant exchange rate
risk arises from future commercial transactions, recognised assets and liabilities, and net
investments in foreign operation.

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, VND and IDR); 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
Financial liabilities
Monetary items
NTD : USD

(Foreign currency:
Functional currency)

Financial assets

Monetary items
USD : RMB

Financial liabilities
Monetary items
NTD : USD

December 31, 2022

Sensitivity Analysis

Impact on Other

Foreign currency Range of Impact on Profit Comprehensive
(in thousand) Exchange rate  Carrying amount change and Loss Income

$ 136,483 6.9026 $ 4,191,390 1% $ 41914 3%

$ 1,915,207 0.0326 $ 1,915,207 1% $ 19,152  $

December 31, 2021

Sensitivity Analysis

Impact on Other

Foreign currency Range of Impact on Profit Comprehensive
(in thousand) Exchange rate  Carrying amount change and Loss Income

$ 123,621 6.3565 $ 3,421,818 1% $ 34,218 $

$ 1,569,581 0.0361 $ 1,569,581 1% $ 15,696 $
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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, 2022 and 2021 were $529,229 and $(113,113), 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,
2022 and 2021 from gains or losses on equity instruments mandatorily measured at fair value
through profit or loss would have increased or decreased $297 and $380, respectively.

Cash flow and fair value interest rate risk

a. The Group's interest rate risk arises primarily from the short-term borrowings, short-term notes
and bills payable, and long-term borrowings issued at floating rates, which exposes the Group
to the cash flow interest rate risk. For the year ended December 31, 2022 and 2021, 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, 2022 and 2021 would have decreased or increased
$2,781 and $2,578, 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 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 recognised.

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.
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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, 2022 and 2021.

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, 2022 and 2021 were as follows:

Expected Total Carrying Allowance
December 31, 2022 Loss Rate Amount for Loss
Current 0.00% $ 3,869,409 $ -
Overdue 0 to 90 days 1.13% 350,406 3,946
Overdue 91 to 180 days 16.40% 14,408 2,363
Overdue 181 to 365 days 47.52% 2,681 1,274
Over 365 days past due 100.00% 8,560 8,560
Total $ 4,245,464 $ 16,143
Expected Total Carrying Allowance
December 31, 2021 Loss Rate Amount for Loss
Current 0.00% $ 3,079,004 $ -
Overdue 0 to 90 days 3.46% 261,485 9,042
Overdue 91 to 180 days 26.36% 5577 1,470
Overdue 181 to 365 days 65.96% 896 591
Over 365 days past due 100.00% 16,047 16,047
Total $ 3,363,009 $ 27,150

i. Changes in the loss allowance for accounts receivables using the simplified approach are
stated as follows:

2022 2021
Accounts receivable Accounts receivable
January 1 $ 27,150 $ 4,820
(Reversal) allowance of Impairment loss  ( 13,580) 23,960
Write-offs due to uncollectible - ( 1,263)
Effect of foreign exchange 2,573 ( 367)
December 31 $ 16,143 $ 27,150
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(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, 2022 and 2021, the Group had unused borrowing facilities of $3,990,200
and $2,626,520, 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.

Non-derivative financial liabilities:

wemerst oz b0 o2 ez zws o Owrs

Short-term borrowings $2,981,279 $505,580 $ - $ - 3 -
Accounts payable 2,942,863 - - - -
Other payables 1,857,116 49,062 - - -
Corporate bonds payable - 27,200 - - -
Lease liabilities 11,434 18,056 46,087 178,046 784,450

Non-derivative financial liabilities:

e,z Lembae jol2 iez 208 Ows

Short-term borrowings $2,890,122 $236,332 $ -3 - $ -
Accounts payable 2,512,476 - - - -
Other payables 1,359,934 14,339 - - -
Long-term borrowings - - 101,062 - -
Corporate bonds payable - 500,000 - - -
Lease liabilities 9,718 9,651 17,289 70,704 421,261
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(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 included in Level 2.

Level 3: Unobservable inputs value of assets or liabilities. Convertible corporate bonds invested by
the Group is included in Level 3.

B. Financial instruments not measured at fair value

(A) The carrying amounts of cash and cash equivalents, accounts receivable, other receivables,
short-term borrowings, short-term notes and bills 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 borrowings (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:

December 31, 2022

Fair Value

Carrying amount Level 3
Corporate bonds payable $ 26,992 $ 27,016

December 31, 2021

Fair Value
Carrying amount Level 3
Corporate bonds payable $ 489,956 $ 490,627

(B) The methods and assumptions of fair value estimate are 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.

180



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, 2022 Level 1 Level 2 Level 3 Total
Assets
Recurring fair value
Financial assets at fair value through profit
and loss

- Listed company stock $ 5938 $ - 3 - $ 50938
- Redemption right of convertible
corporate bonds - - 27 27

Total $ 5938 $ - 3 27 $ 5965

December 31, 2021 Level 1 Level 2 Level 3 Total
Assets

Recurring fair value
Financial assets at fair value through profit
and loss
- Listed company stock $ 7607 $ - $ - $ 7607
Liabilities
Recurring fair value

Financial liabilities at fair value through
profit and loss
- Redemption right of convertible
corporate bonds $ - $ - (8 700) ($ 700)

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.

(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 for the year ended December 1, 2022 and 2021.
F. The following table shows the changes in Level 3 for the year ended December 31, 2022 and 2021:

2022 2021
Non-derivative equity Non-derivative equity
instruments instruments

January 1 ($ 700)($ 250)
Gains or losses recognised in profit or loss

(Note) 1,078 ( 450)
Current conversion ( 351) -
December 31 $ 27 ($ 700)

Note: Recognised in other gains and losses.
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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 Significant Interval Relation
of December  Evaluation Unobservable (Weighted between Inputs
31, 2022 Technique Inputs Average) and Fair Value
Hybrid instruments:
Binomial tree The higher the
Redemption right of ¢ 27 evaluation  \Volatility ~ 41.719%  olaulity, the
corporate bonds higher the fair
model
value.
Fair Value as Significant Interval Relation
of December  Evaluation Unobservable (Weighted between Inputs
31, 2021 Technigque Inputs Average) and Fair Value
Hybrid instruments:

L Binomial tree The h?gher the
Redemption right of ($ 700) evaluation \olatility 39.17% V.Olat'“ty’ th?
corporate bonds model higher the fair

value.

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, 2022
Recognised in Profit and Loss

Favorable Unfavorable
Inputs value Changes change change

Financial Liabilities
Hybrid instruments Volatility +5% $ 11 ($ 8)

December 31, 2021

Recognised in profit and loss
Favorable Unfavorable
Inputs value Changes change change

Financial Liabilities
Hybrid instruments Volatility +5% $ 100 ($ 300)
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13. Supplementary Disclosures

(1) Significant transactions information

A
B.
C.

Loans to Others: Please refer to Appendix 1.
Provision of endorsements and guarantees to others: Please refer to Appendix 2.

Holding of marketable securities at the end of the period (Not including subsidiaries, associates, and
joint ventures): Please refer to Appendix 3.

Acquisition or sale of the same security with the accumulated cost exceeding $300 million or 20% of
the Company’s paid-in capital: None.

Acquisition of real estate reaching $300 million or 20% of paid-in capital or more: None.
Disposal of real estate reaching $300 million or 20% of paid-in capital or more: None.

Purchases or sales of goods from or to related parties reaching $100 million or 20% of paid-in capital
or more: Please refer to Appendix 4.

Receivables from related parties reaching $100 million or 20% of paid-in capital or more: Please refer
to Appendix 5.

Derivatives transactions: Please refer to Note 6(2).

Parent-subsidiary and Subsidiary-subsidiary business relations and significant transactions and
amounts thereof: Please refer to Appendix 6.

(2) Information on reinvested business

Information on Invested Companies (not including investee companies in the Mainland China): Please refer
to Appendix 7.

(3) Information on investments in Mainland China

A
B.

Basic information: Please refer to Appendix 8.

Significant transactions with investee companies in Mainland China directly or indirectly through
entities in a third area: Please refer to Note 13(1).

(4) Major shareholders information:

Major shareholders information: Please refer to Appendix 9.

14. Segment Information

(1) General information

The principal business of the Group is the production and sale of sports and leisure outdoor shoes. The
Group's Board of Directors who allocates resources and assesses performance of the Group as a whole, has
identified that the Group has only one reportable operating segment.

(2) Segment information

The Board of Directors evaluates the performance of the operating segments based on each quarter
financial statements.

(3) Reconciliation of segment revenue and profit or l0ss

The Group has only one reportable operating segment. There was no reconciliation, since the segment
revenue and profit are reported to the financial statements by revenue and profit.

(4) Information on products and services

The principal business of the Group 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) Geographical information

(6)

The Group’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 tax assets.

Year Ended December 31, 2022 Year Ended December 31, 2021

Revenue Non-current assets Revenue Non-current assets
Domestic (Note) $ 909,804 $ 1,718,258 $ 644,878 $ 1,581,429
Asia 1,314,760 8,959,259 825,993 7,057,335
America 9,914,108 - 6,356,999 -
Europe 11,665,317 - 7,495,826 -
Africa 139,410 - 88,403 -
Australia 237,834 - 132,162 -
Total $ 24,181,233 $ 10,677,517 $ 15544261 $ 8,638,764

Note: Domestic sales refer to sales in China.
Major customer information

Major customer information of the Group for the years ended December 31, 2022 and 2021 were as
follows:

Year Ended December 31, 2022 Year Ended December 31, 2021
Income Department Income Department
AS$ 4,119,241 Production and sale of shoes A ¢ 2,655,241 Production and sale of shoes
B 2,756,246 Production and sale of shoes g 1,457,841 Production and sale of shoes
C 2449506 Production and sale of shoes ¢ 2,266,820 Production and sale of shoes
$ 9,324,993 $ 6,379,902

(Blank Below)
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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Loans to others

For the Year Ended December 31, 2022

Appendix 1
Unit NTD thousand
Financing Limits company’s total
Reason for Mfor each borrowing financing Amount
No. General ledger Maximum Balance Amount Actually Nature of Transaction short- term  Allowance company
(Note 1) Creditor Borrower account  Related Party  for the period Ending Balance Drawn Interest rate loan Amounts  financing for bad debt Item  Value (Note 2)
Hubei Sunsmile Capital Concord Other Short-term Operatin
1 Footwear Co., Enterprises . Y $ 468094 $ 450,668 $ 459,668 15%~1.8% oM g . Pperaing g - None $ - §$ 877,476 $
Ltd Limited receivables financing capital
NGOC HUNG Build factory
2 Footwear Co, Crorsun Footwear Other 449,956 398,520 308520  32% o - forsister - None - 611,628
Lid.. 0., Ltd. receivables inancing company

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 2022, the exchange rates for assets and profit or loss were USD: NTD=31.7100 and USD:NTD=29.8489, 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, 2022

Unit: NT$ Thousand

Appendix 2 (Unless Otherwise Specified)
. Ratio of
Party Being
Endorsed/Guaranteed Accumulated -
Endorsement/ Ceiling on
Limit on Guarantee Total Amount Provision of Provision of
Endorsements/ Outstanding Amount of Amount to Net of Endorsements/ Endorsements/ Provision of
Guarantees  Endorsement/ Endorsements Asset Value of the Endorsements/ Guarantees by Guarantees by ~ Endorsements/
Provided for a Amount /Guarantees Endorser/ Guarantees Parent Subsidiary to Guarantees to
No. Endorser/ Company Relation  Single Party Amount for the Actually Secured with Guarantor Provided (Note Company to Parent the Party in
(Note 1) Guarantor Name (Note 2) (Note 3) Drawn Collateral Company (%) 4) Subsidiary Company Mainland China Note
Capital Concord  Fulgent Sun
1  Enterprises Footwear Co., Subsidiary $ 7,715,818 $ $ 1.22% $ 10,287,758 Y N N Note 5 & 6

Limited 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 2022, the exchange rates for assets and profit or loss were USD:NTD=30.7100 and USD:NTD =29.8489, 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, 2022

Appendix 3
Unit NTD thousand
(Unless Otherwise Specified)
Relationship with the At ending
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) Stock — Tainan Enterprises Financial Assets at Fair VValue
None 196,315 $ 5,938 0.61 $ 5,938 -
Co., Ltd. (CAYMAN) Co., Ltd. through Profit or Loss - 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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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Purchases or Sales of Goods from or to Related Parties Reaching NT$100 Million or 20% of Paid-in Capital or More
for the Year Ended December 31, 2022
Appendix 4 Unit: NT$ Thousand
(Unless otherwise specified)

Trade conditions
different from

general transactions Accounts and notes
Transactions and the reasons receivable (payable)
Percentage of
Percentage of Total
Relationship Total Notes/Accounts
with the Purchase/ Purchases Unit Credit Receivable
Purchaser/Seller Name of the Counterparty Counterparty Sale Amount (Sales) Credit term price range Balance (Payable) Note

Capital Concord Enterprises Limited  Fujian Sunshine Footwear Co., Ltd. Subsidiary Purchase $ 3,766,528 20.26% 180 days after purchase Notel Notel ($ 2,354,368) -80.00% Note2 &3
Capital Concord Enterprises Limited Hubei Sunsmile Footwear Co., Ltd. Subsidiary ~ Purchase 1,173,868 6.31% 180 days after purchase Notel Notel ( 555,631) -18.88% Note2 & 3
Capital Concord Enterprises Limited  Sunny Footwear Co., Ltd. Subsidiary ~ Purchase 515,095 2.77% 180 days after purchase Notel Notel ( 246,458) -8.37% Note2 &3
Capital Concord Enterprises Limited Fujian Laya Outdoor Products Co., Ltd. Subsidiary ~ Purchase 1,110,359 5.97% 90 days after purchase Notel Notel ( 471,149) -16.01% Note2 & 3
Capital Concord Enterprises Limited  Lin Wen Chih Sunbow Enterprises Co., Ltd. ~ Subsidiary ~ Purchase 4,413,892 23.74% 120 days after purchase Notel Notel ( 288,645) -9.81% Note2 &3
Capital Concord Enterprises Limited Fulgent Sun Footwear Co., Ltd. Subsidiary ~ Purchase 3,367,386 18.11% 120 days after invoices issued Note 1 Note 1 ( 495,047) -16.82% Note2 & 3
Capital Concord Enterprises Limited NGOC HUNG Footwear Co., Ltd. Subsidiary ~ Purchase 1,025,014 5.51% 120 days after invoices issued  Note 1  Note 1 ( 210,026) -7.14% Note2 &3
Capital Concord Enterprises Limited  Eversun Footwear Co., Ltd Subsidiary Purchase 352,879 1.90% 120 days after invoices issued  Note 1 Note 1 - 0.00% Note2 &3
Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd.  Subsidiary Sale (1,902,553) -7.87% 135 days after shipment Notel Notel - 0.00% Note2 &3
Fujian Laya Outdoor Products Co., Ltd.Lin Wen Chih Sunbow Enterprises Co., Ltd. Sister company  Sale ( 547,212) -2.26% 90 days after shipment Note1 Notel 103,398 244% Note2 &3
Capital Concord Enterprises Limited ;.\ \ven Chih Sunbow Enterprises Co., Ltd. ~ Subsidiary ~ Sale  ( 375,098) 4155%  135daysaftershipment  Notel Note 1 119,466 282% Note2 &3

(H.K.), Taiwan Branch

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 2022, the exchange rates for assets and profit or loss were USD:NTD=30.7100 and USD: NTD=29.8489, respectively.

Note 3: Offset in consolidated statements.
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Fulgent Sun International (Holding) Co., Ltd. and Subsidiaries
Receivables from Related Parties Reaching NT$100 Million or 20% of Paid-in Capital or More
December 31, 2022
Appendix 5 Unit: NT$ Thousand

(Unless otherwise specified)

Accounts Receivable Overdue Receivable Amount Collected
Relationship with  Balance from Related Subsequent to the Allowance for
Creditor Name of the Counterparty the Counterparty Party Turnover rate Amount Actions Taken Reporting Period (Note 1) Bad Debt Note
Fujian Sunshine Footwear Co., Ltd. Capital Concord Enterprises Limited Parent company $ 2,354,368 190 $ - - $ 492,946 $ - Note 2 & 3
Sunny Footwear Co., Ltd. Capital Concord Enterprises Limited Parent company 246,458 1.78 52,251 rgggﬁ?rt]gg;fitoeé 94,271 - Note 2 & 3
Fujian Laya Outdoor Products Co., Ltd. Capital Concord Enterprises Limited Parent company 471,149 2.17 222,258 rggé'ﬁ?;gg;fit;; 121,640 - Note 2 & 3
Hubei Sunsmile Footwear Co., Ltd. Capital Concord Enterprises Limited Parent company 555,631 3.10 - - 76,025 - Note 2 & 3
Hubei Sunsmile Footwear Co., Ltd. Capital Concord Enterprises Limited Parent company 459,668 - - - - - Note 2, 3 &4
Lin Wen Chih Sunbow Enterprises Co., Ltd Capital Concord Enterprises Limited Parent company 288,645 18.02 - - 258,639 - Note 2 & 3
NGOC HUNG Footwear Co., Ltd.. Eversun Footwear Co., Ltd Sister company 398,520 - - - - - Note 2, 3 &4
Fulgent Sun Footwear Co., Ltd.. Capital Concord Enterprises Limited Parent company 495,047 11.93 - - 490,211 - Note 2 & 3
NGOC HUNG Footwear Co., Ltd. Capital Concord Enterprises Limited Parent company 210,026 10.04 - - 119,490 - Note 2 & 3
Fujian Laya Outdoor Products Co., Ltd. Lin Wen Chih Sunbow Enterprises Co., Ltd. Sister company 103,398 4.54 - - 32,965 - Note 2 & 3
Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd. Subsidiary 119,466 3.34 - - 24,961 - Note 2 & 3

(H.K.), Taiwan Branch

Note 1: The subsequent collections represent collections from the balance sheet date to February 23, 2023.

Note 2: In Q4 2022, the exchange rates for assets and profit or loss were USD:NTD=30.7100 and USD: NTD=29.8489, respectively.
Note 3: Offset in consolidated statements.

Note 4: This amount is a loaning of funds in its nature; therefore, the turnover rate will not be calculated.
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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, 2022

Appendix 6 Unit: NT$ Thousand
(Unless otherwise specified)
Transaction Status
Percentage of Consolidated
No. Relationship Total Revenues or Total
(Note 1) Name of Trading Partner Counterparty (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 $ 2,354,368 Note 4 10.29%
1 Capital Concord Enterprises Limited Hubei Sunsmile Footwear Co., Ltd. 1 Accounts payable 555,631 Note 4 2.43%
1 Capital Concord Enterprises Limited Sunny Footwear Co., Ltd. 1 Accounts payable 246,458 Note 4 1.08%
1 Capital Concord Enterprises Limited Fujian Laya Outdoor Products Co., Ltd. 1 Accounts payable 471,149 Note 4 2.06%
1 Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd. 1 Accounts payable 288,645 Note 4 1.26%
1 Capital Concord Enterprises Limited NGOC HUNG Footwear Co., Ltd. 1 Accounts payable 210,026 Note 4 0.92%
1 Capital Concord Enterprises Limited Fulgent Sun Footwear Co., Ltd. 1 Accounts payable 495,047 Note 4 2.16%
1 Capital Concord Enterprises Limited Hubei Sunsmile Footwear Co., Ltd. 1 Other payables 459,668 Note 4 2.01%
1 Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd. 1 Sales 1,902,553 Note 4 7.87%
1 Capital Concord Enterprises Limited Fujian Sunshine Footwear Co., Ltd. 1 Purchase 3,766,528 Note 4 15.58%
1 Capital Concord Enterprises Limited Hubei Sunsmile Footwear Co., Ltd. 1 Purchase 1,173,868 Note 4 4.85%
1 Capital Concord Enterprises Limited Sunny Footwear Co., Ltd. 1 Purchase 515,095 Note 4 2.13%
1 Capital Concord Enterprises Limited Fujian Laya Outdoor Products Co., Ltd. 1 Purhcase 1,110,359 Note 4 4.59%
1 Capital Concord Enterprises Limited Lin Wen Chih Sunbow Enterprises Co., Ltd. 1 Purchase 4,413,892 Note 4 18.25%
1 Capital Concord Enterprises Limited Fulgent Sun Footwear Co., Ltd. 1 Purchase 3,367,386 Note 4 13.93%
1 Capital Concord Enterprises Limited NGOC HUNG Footwear Co., Ltd. 1 Purchase 1,025,014 Note 4 4.24%
1 Capital Concord Enterprises Limited Eversun Footwear Co., Ltd. 1 Purchase 352,879 Note 4 1.46%
2 Fujian Laya Outdoor Products Co., Ltd. Lin Wen Chih Sunbow Enterprises Co., Ltd. 3 Sales 547,212 Note 4 2.26%
3 Capltal Concord Enterprises Limited (H.K.), Lin Wen Chih Sunbow Enterprises Co., Ltd. 1 Sales 375,098 Note 4 1.55%
Taiwan Branch
4 NGOC HUNG Footwear Co., Ltd. Eversun Footwear Co., Ltd. 3 Other receivables 398,520 Note 4 1.74%

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 2022, the exchange rates for assets and profit or loss were USD:NTD=30.7100 and USD: NTD = 29.8489, 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, 2022
Unit: NT$ Thousand

(Unless otherwise specified)

Investment gains
and losses
recognised in the

Original Investment Amount

Investee company
(Note 2)

Shares Held as of year ended current profit or

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
Holding company
Fulgent Sun International . - - and Sports Leisure P
(Holding) Co., Ltd. Capital Concord Enterprises Limited Hong Kong Outdoor Footwear $ 6,585,827 $ 6,585,827 1,733,000,000 100 $12,859,697 $ 3,393,349 $ 3,393,349 Subsidiaries
Production and Sales
. . . . . Sports Leisure
Capital Concord Enterprises  Lin Wen Chih Sunbow Enterprises -, o4ia Qutdoor Footwear 1,518,038 1,518,038 - 100 3,134,096 186,874 186,874  Subsidiaries
Limited Co., Ltd. -
Production and Sales
. . . . . Sports Leisure P
Efn’i'ittz'dconcord Enterprises - Lin W Chih Sunstone Enterprises . odia Outdoor Footwear 445,848 427,675 - 100 215466  ( 8078)  ( 8,042) Slit,if(')‘tjéa[ges
R Production and Sales
Capital Concord Enterprises - Sports Leisure T
Limited Fulgent Sun Footwear Co., Ltd. Vietham Outdoor Footwear 1,997,207 1,761,845 - 100 2,722,063 311,935 311,935 Subsidiaries
Production
Capital Concord Enterprises - Sports Leisure T
Limited NGOC HUNG Footwear Co., Ltd. Vietham Outdoor Footwear 1,381,735 1,342,187 - 100 1,529,070 64,568 64,568 Subsidiaries
Production
Capital Concord Enterprises - Sports Leisure P
Limited Eversun Footwear Co., Ltd Vietnam Outdoor Footwear 655,133 302,388 - 100 629,882 ( 30,951) ( 30,951)  Subsidiaries
Production
Capital Concord Enterprises . Subsidiaries
Limited Hong Kong Laya Outdoor Products Hong Kong Holding company - 7,017 - 100 ) 241 241 (Note 5)
Capital Concord Enterprises . Start-up stage not yet ) -
Limited PT. SUN BRIGHT LESTARI Indonesia in operation. 407,543 23,726 100 391,857 ( 291) ( 291)  Subsidiaries
C_a pl_tal Concord Enterprises Laya Chemical Engineering Co., Ltd  Taiwan tStart—up stage not yet 25,500 - - 100 24,257 ( 1,243) ( 1,243)  Subsidiaries
Limited in operation.
Lin Wen Chih Sunbow Lin Wen Chih Sunfit Enterprises 5 hogia Land lease 210,447 184,611 - 100 219,530 1,102 1102 Subsidiaries

Enterprises Co., Ltd.

Co., Ltd.

Note 1: The companies with "-" in the blank had no shares issued.

Note 2: The historical exchange rate was adopted.

Note 3: In Q4 2022, the exchange rates for assets and profit or loss were USD:NTD=30.7100 and USD: NTD =29.8489, respectively.
Note 4: The Group purchased 8.73% equity of Lin Wen Chih Sunstone Enterprises Co., Ltd. from unrelated parties in January 2022.
Note 5: The liquidation process was completed in April 2022.
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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, 2022

Appendix 8 Unit: NT$ Thousand
(Unless otherwise specified)
Accumulated Amount of Investment Accumulated
Amount Remitted Remitted or Recovered in Book Value of
from Taiwan to Current Period (Note 5)  Amount Remitted Investments in
Mainland China, as from Taiwan to Net Income Investment Income Mainland \
Investment  of Beginning of Remitted to Remitted  Mainland China, (Loss) of the Ownership  (Loss) Recognised China, as of Remitted Back «
Paid-in Capital ~ Method Period Mainland back to Investee in Current  Held by the  in Current Period End of Period  to Taiwan, as of f
Investee Company in China Main Businesses (Note 3) (Note 2) (Note 5) China Taiwan Period (Note 5) Period Company (Notes 4 and 6) (Note 4) End of Period ¢
Fujian Sunshine Footwear  Sports Leisure Outdoor \
Co., Ltd. Footwear Production and (
Sales $ 72386 2 $ $ $ $ $ 562,055 100 $ 571171 $ 2705612 $ -
Hubei Sunsmile Footwear  Sports Leisure Outdoor
Co., Ltd. Footwear Production and 1,825,033 2 - - - 320,711 100 321,642 2,193,540 -
Sales
Sunny Footwear Co., Ltd.  Sports Leisure Outdoor
Footwear Production and 130,680 2 - - - 65,791 100 65,791 440,439 -
Sales
Fujian Laya Outdoor .
Products Co., Ltd. Import/export trading 40,656 2 - - - 126,255 100 128,160 266,337 -

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 2022, the exchange rates for assets and profit or loss were USD:NTD=30.7100 and USD: NTD = 29.8489, 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) recognised 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, 2022

Appendix 9
Shares
Name of Major Shareholder Number of shares Percentage of Ownership(%)
Custodial Account (LASPORTIVA INT'L CO., LTD.) Used by CTBC Bank 24,120,151 12.64
Custodial Account (MEINDL INT’L CO., LTD.) Used by CTBC Bank 21,712,465 11.38

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:

(1) 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 sta tements and the company's shares delivered in non-physical form may vary due to different calculation bases.

(2) 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.
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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

No. Ba\l/e;r;ﬁztisgr?et Evgl;;tslon Evaluation Ground
1 | Allowance The Company's | 1. Individual item (by customer) assessment: The
loss receivables are objective evidence of derogation (as follows) is
provided for the presented
assessment and (1) There has been a significant financial
listing of bad difficulty by the debtor.
debts, the (2) There has been a breach of contract by the
collection of debtor.
individual item (3) Deterioration of the debtor's repayment
(by customer) situation.
assessment and (4) There is a high possibility that the debtor
aging analysis may fail or carry out financial restructuring.
method are 2. Aging analysis: Taking into account historical,
adopted, in line realistic and future (forward-looking)
with the information, determine the expected credit loss rate
provisions of for each account age range according to the
the IFRS9, to following procedure.
be applicable as (1) The preparation matrix, based on the
of January 1, average annual loss rate of account age in
2018. the last year, plus a forward-looking
adjustment of 1 standard deviations in the
recent annual historical loss rate.
(2) The above ratios are reassessed annually.

2 | Allowance for | Ageof 1. Raw materials: For aging within 12 months,
inventory 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.
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No.

Balance Sheet
Valuation

Evaluation
Basis

Evaluation Ground

Allowance for
inventory
obsolescence
loss

Lower of cost
or net realizable
value

. Comparison basis: Inventories are compared item by

item; however, similar or relevant items may be
compared within the same type.

. 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.

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 1AS39.

. 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.
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Management

1.Financial Conditions

V1I. Review of Financial Conditions, Operating Results, and Risk

Unit: NT$1,000

Year Difference

Item 2021 2022 Amount Amount
Current Assets 8,895,917 12,137,692 3,241,775 36.44
Property, Plant and 7,320,208 8,748,836  1428628]  19.52
Equipment

Intangible Assets 11,468 16,132 4,664 40.67
Other Assets 1,373,073 1,976,012 602,939 43.91
Total Assets 17,600,666 22,878,672 5,278,006 29.99
Current Liabilities 7,769,488 9,094,668 1,325,180 17.06
Non-current Liabilities 788,702 1,157,427 368,725 46.75
Total Liabilities 8,558,190 10,252,095 1,693,905 19.79
Share Capital 1,861,950 1,907,235 45,285 2.43
Capital Surplus 5,256,344 5,677,352 421,008 8.01
Retained Earnings 2,891,598 5,502,873 2,611,275 90.31
Other Equity (927,442) (403,300) 524,142 56.51
Treasury shares (57,583) (57,583) - -
Non-controlling Interests 17,609 - (17,609) (100)
Total Equity 9,042,476 12,626,577 3,584,101 39.64

financial statements.

and inventory.

this period.

responses:

Ltd.

(1) The above table is compiled based on the data of the Company's consolidated

(2) Description of analysis on ratio change (change ratio for two periods exceeds 20%
while the amount changed reaches NT$10,000,000):

A. Current assets: The increase was mainly due to an increase in accounts receivable

B. Other assets: The increase was mainly due to an increase in right-of-use assets.

C. Total Assets: The increase was mainly due to an increase in accounts receivable,
inventory, machinery equipment, right-of-use assets.
D. Non-current liabilities: The increase was mainly due to an increase of right-of-use
assets that led to non-current lease liabilities.

E. Retained earnings: The increase was mainly due to an increase in the net income

F. Other equity interest: The increase was mainly due to an increase in the exchange
difference on translation of foreign financial statements.

G. Non-controlling interests: The increase was mainly due to the purchase of 8.73%
equity of Lin Wen Chih Sunstone Enterprises Co., Ltd from non-related party.

H. Total equity: The increase was mainly due to an increase in net income.
(3) Reasons for changes in non-current liabilities in the past two years and future

The increase in current liabilities in the current period was mainly due to the
growth of revenue and the increase in working capital demand, which led to an
increase in short-term borrowings, accounts payable, and other payables. The
changes in non-current liabilities was due to the increase in the right-of-use assets
which led to increase the non-current lease liabilities in Fulgent Sun Footwear Co.
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2. Financial Performance

Unit: NT$1,000

Year| Difference

Item 2021 2022 Amount %
Operating Revenue 15,544,261 24,181,233 8,636,972 55.56
Operating Cost 12,740,640 18,595,052 5,854,412 45.95
Gross Profit from Operations 2,803,621 5,586,181 2,782,560 99.25
Operating Expenses 1,333,711 1,736,956 403,245 30.23
Operating Income 1,469,910 3,849,225 2,379,315 161.87
Non-operating Income and Expenses (80,332) 529,142 609,474 758.69
Income before Tax 1,389,578 4,378,367 2,988,789 215.09
Income Tax Expense 204,907 982,817 777,910 379.64
Net income 1,184,671 3,395,550 2,210,879 186.62
ﬁ\tg‘gr;ei?tr:rp{ggfns've Income (Net (91,331) 524,233 615564  673.99
Total Comprehensive Income 1,093,340 3,919,783 2,826,443 258.51
Net Income Attributable to:

Owners of Parent Company 1,185,166 3,395,585 2,210,419 186.51

Non-controlling Interests (495) (35) 460 92.93
Total Comprehensive Income
Attributable to:

Owners of Parent Company 1,094,911 3,919,727 2,824,816 258.00

Non-controlling Interests (1,571) 56 1,627 103.56

(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.Operating Revenue and Operating Cost: Mainly due to the increase in abundant orders and
steady expansion of production capacity, the revenue and costs have increased significantly
compared with the same period last year.

B.Operating Expense: Due to the expansion of revenue and operating scale, the relative operating
expenses have also grown relatively.

C.Non-operating income and expenses: Due to increase in exchange gains.

D.Income before Tax, Income Tax Expense, Net Income and Total Comprehensive Income: It is
mainly due to revenue growth and proper control of costs and expenses, resulting in an increase
in net profit before tax, income tax expenses and net profit for the period.

E.Other Comprehensive Income: Due to the increase in the exchange differences on translation of
foreign financial statements.

(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 the annual shipping goall

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.
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3. Cash Flows

(1) Analysis of cash flows for the current year (2022)
Unit: NT$1,000

Cash Net Cash Elows Remedial Measures for
Balance at R . Cash Flows |Cash Balance Cash Inadequacy
. rom Operating - -
Beginning Activiti Used (Inadequacy) | Investment | Financial
. ctivities
of Period Plan Plan
1,114,952 3,996,337 2,915,910 2,195,379 - -

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$3,996,337 thousand, which were
results of revenue collected in cash.

Investment activities: Net cash flows used in investing activities for the current
period was NT$1,671,708 thousand mainly due to
expenditures on the continuous expansion of production
capacity and automatic production equipment

Financing activities: Net cash flows used in financing activities for the current
period was NT$918,593 thousand mainly due to the decrease
in long-term borrowings by NT$107,836 thousand and
distribution of cash dividend NT$784,813 thousand.

Remedial measures for cash inadequacy and liquidity analysis: N/A.

(2) Improvement plan for inadequate liquidity: The Company expects to maintain
profitability for 2023 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.

(3) Analysis of Liquidity for the future year (2023)
Unit: NT$1,000

Cash Net Cash Flows Remedial Measures for
Balance at . Cash Flows |Cash Balance Cash Inadequacy
. from Operating - -
Beginning Activities Used (Inadequacy) | Investment| Financial
of Period Plan Plan
2,195,379 2,600,000 2,400,000 2,395,379 - -

1. Analysis of changes in the cash flow for the future year:
Operating activities: Net cash inflow of current operating activities are results of
revenue collected in cash.
Investing activities and financing activities: For purchasing fixed assets and
distributing dividends.
2. Remedial measures for cash inadequacy and liquidity analysis: N/A.
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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 2021 and 2022 was
NT$2,000,647 thousand and NT$1,552,405 thousand, 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, over the last five years 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 2018 2019 2020 2021 2022

Property, Plant, and 218 | 241 | 195 | 235 | 301
Equipment Turnover Ratio

Total Asset Turnover Rate 0.98 1.07 0.83 0.97 1.19

(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.

199



(2) Main causes for profits or losses and improvement plans for reinvestment for the

most recent year

Unit: NT$1,000, %

Sha_r eho In'vestment .| Main Cause for Profit or | Improvement
Investee Iding |Profit or Loss in L 0ss Plan
Ratio 2022
Eiirw)iltt:él Concord Enterprises 100 3,393,349|Good business operation None
EL(J)jlalr_wtjunshlne Footwear 100 571,171|Good business operation None
ggbel_ltiunsmlle Footwear 100 321,642|Good business operation None
Sunny Footwear Co., Ltd. 100 65,791|Good business operation None
Fujian Laya Outdoor . .
Products Co., Ltd. 100 128,160|Good business operation None
Eﬂgem Sun Footwear Co., 100 311,935|Good business operation None
E\:I(()BOLCt:dHUNG Footwear 100 64,568|Good business operation None
2022 April,
IéiyaL%utdoorProducts ) 041 o liquidation
v completed
Lin Wen Chih Sunbow . .
Enterprises Co., Ltd. 100 186,874|Good business operation None
. . Loss due to operation Reduce fixed
Lin Wen Chih Sunstone ;
Enterprises Co., Ltd. 100 (8,042)|under poor economic costs to reduce
scale losses
Lin Wen Chih Sunlit . .
Enterprises Co., Ltd. 100 1,102|Good business operation None
Initially established, loss
Eversun Footwear Co., Ltd.| 100 (30,951)|due to operation under None
poor economic scale
PT. SUN BRIGHT Start-up stage not yet
LESTARI 100 (291) in operation. None
Laya Chemical Start-up stage not yet
Engineering Co., Ltd. 100 (1,243) in operation. 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 2023 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

A. Interest rate

The Company's financial structure is good with sufficient funds. The interest
expenses in 2021 and 2022 were NT$30,394 thousand and NT$85,495 thousand,
respectively, accounting for 0.20% and 0.35% of net operating revenue and 2.19%

200




and 1.95% of net income, respectively. The interest-bearing loan in 2021 and 2022
accounted for 18.31% and 15.19% of total assets, respectively. The
interest-bearing loan was used for working capital, and 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, RP,
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
and development, the Company will improve its quality and quantity considering the
rapid change and improved competitiveness in the industry. Estimated investment in
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research and development costs accounted for approximately 1~3% of the
consolidated net revenue.

(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, Indonesia, 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 50 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) Other important matters: None.

7. Other Important Issues: None.
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V1I1. Special Notes
1. Affiliated Companies

(1) Organizational chart of affiliated companies
Reference Date: December 31, 2022

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% 100% 100% 100% 100% 100%
SEIL}; lflli?le Sunny SII;Illll;zlellilE Fulgent Sun NGOC HUNG Eversun PT. SUN lLayg | Sunbow Sunstone F%ﬁ%gﬁ)‘fa
Footwear Footwear Footwear Footwear Footwear Footwear BRIGHT C iermica Enterprises Enterprises Products
Co. Ltd Co., Ltd. Co. 1t Co., Ltd Co., Ltd Co., Ltd. LESTARI Eng‘nee“élg Co., Ltd. Co., Ltd. Co. Ltd
( Cflina) ' (China) ( Cﬁinﬂ) ' (Vietnam) (Vietnam) (Vietnam) (Indonesia) E:T(:lm]r:atn) (Cambodia) (Cambodia) ( Cflina) '
100%
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(2) Basic information on affiliated companies

December 31, 2022; Unit: NT$1,000

Date of Paid-in | Scope of Business or
Name of Company  |Establishme Location . P
nt Capital Product Item

Fulgent Sun
International (Holding) |2009/11/24 | Cayman Islands | 1,907,235[Holding company
Co., Ltd.
Capital Concord Holding and production
Enterprises Limited 1994/12/15 Hong Kong 6,585,827 and sales of shoes
Fujian Sunshine Fujian Province, Production and sales of
Footwear Co., Ltd. 1995/3/22 China 723,826 shoes
Fulgent Sun Footwear | 53115 | HanoiProvinee, | 4 g9 5471broduction of shoes
Co., Ltd. Vietnam
Sunny Footwear Co., 2005/9/6 Fujian P_rovmce, 130,680 Production and sales of
Ltd. China shoes
Hubei Sunsmile Hubei Province, Production and sales of
Footwear Co., Ltd. 2009/6/2 China 1,825,033 shoes
Fujian Laya Outdoor Fujian Province, .
Products Co.. Ltd. 2009/10/30 China 40,656|Import/export trading.
Lin Wen Chih Sunbow Kandal, East Production and sales of
Enterprises Co., Ltd. 2013/12/16 Cambodia 1,518,038 shoes
Lin Wen Chih Sunstone Kandal, East Gourmet processing and
Enterprises Co., Ltd. 2013/12/16 Cambodia 445,848 selling
Lin Wen Chih Sunlit Kandal, East .
Enterprises Co., Ltd, 2013/12/16 Cambodia 210,447|Land lease business
NGOC HUNG Footwear 2015/1/26 I-_Ia| Duo_ng 1,381,735|Production of shoes
Co., Ltd. Province, Vietnam
Eversun Footwear Co., | 551/gjg |HaNam Provinee,  gqg 1 331pr0quction of shoes
Ltd. Vietnam
PT. SUN BRIGHT . Start-up stage, not in
LESTARI. 2021/12/16 Indonesia 407,543 operation yet
Laya Chemical 2022/8/23 Taiwan 25500 Initially established, not

Engineering Co., Ltd.

in operation yet

(3) Shareholders in common of the company and its affiliated companies with deemed
control and subordination: N/A.

(4) Overall business scope of affiliated companies:
The Group's main businesses are investment, production and sales of various
footwear, and also export trade business such as shoe spare parts. The main business
or production items of each affiliated company are detailed in (2) Basic information
of each affiliated company.
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(5) Director, supervisor and managers of affiliated companies

Shareholding as of April 1, 2023

Shareholding

. Name or Number of .
Name of Company Title Representative Shares S?;;EO(I&: )n g
(Share)
Chairman wen-Chih, Lin |55 461,192 14.92
(Note 1)
Director/ Fang-Chu, Liao
President (Note 2) 23,510,801 1233
Director Chih-Cheng, Liao 326,185 0.17
Independent Kun-Hsien, Chang i )
Director (Note 3)
Independent Ai-Chi, Hsu i i
Fulger_1t Sun International In(?é;r)i(:g;nt _ (Note 3)
(Holding) Co., Ltd. Director Jin-Huang, Huang - -
Inde_pendent Chun-An, Li - -
Director
Ingeifsgtgint Chun-Ming, Wu - -
Independent Hui-Ying, Wang
Director (Note 4)
Independent Shu-Ching, Chou
Director (Note 4)
. . Chairman Wen-Chih, Lin - -
E?rg:tgg Concord Enterprises Director Fe_mg-Chu, Lia_lo - -
Director Chih-Cheng, Liao - -
Chairman Wen-Chih, Lin - -
.. . Director/Generatl .
Fujian Sunshine Footwear Manager Fang-Chu, Liao - -
Co., Ltd. - —
' Director Hao-Yi, Lin - -
Supervisor Hui-Yi, Lin - -
Chairman Wen-Chih, Lin - -
Director/General .
Fulgent Sun Footwear Co., Manager Fang-Chu, Liao ) )
Ltd. Director Hao-Yi, Lin - -
Director Hui-Yi, Lin - -
Director Chih-Cheng, Liao - -
Chairman Wen-Chih, Lin - -
Director/General Fang-Chu, Liao i i
Manager
Sunny Footwear Co., Ltd. Director Chih-Cheng, Liao - -
Director Hao-Yi, Lin - -
Supervisor Ming-Hsien, Chen - -
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Shareholding

. Name or Number .
Name of Company Title Representative | of Shares Sharqholdlng
Ratio (%)
(Share)
Chairman Wen-Chih, Lin - -

Director/General

Fang-Chu, Liao

Hubei Sunsmile Footwear Manager
Co., Ltd. Director Chih-Cheng, Liao - -
Director Hui-Y1, Lin - -
Supervisor Ming-Hsien, Chen - -
Chairman Wen-Chih, Lin
Fujian Laya Outdoor Dlre_c tor/ Fang-Chu, Liao
Products Co., Ltd. Prt_e3|dent —
' Director Hui-Y1, Lin
Supervisor Ming-Hsien, Chen
Chairman Wen-Chih, Lin - -
Lin Wen Chih Sunbow Director/ Fang-Chu, Liao i i
Enterprises Co., Ltd. President '
Director Chih-Cheng, Liao - -
Chairman Wen-Chih, Lin - -
Lin Wen Chih Sunstone Director/ Fang-Chu, Liao i i
Enterprises Co., Ltd. President ’
Director Chih-Cheng, Liao - -
Lin Wen Chih Sunlit Director Wen-Chih, Lin - -
Enterprises Co., Ltd. Chairman Hao-Yi, Lin - -
Chairman Wen-Chih, Lin - -
Director/ .
NGOC HUNG Footwear|  President Fang-Chu, Liso | - -
Co., Ltd. Director Hao-Yi, Lin - -
Director Hui-Yi, Lin - -
Director Chih-Cheng, Liao - -
Chairman Wen-Chih, Lin - -
Director/ .
Eversun Footwear Co., Ltd. President Fang-Chu, Liao
Director Hao-Yi, Lin
Director Hui-Yi, Lin
Chairman Wen-Chih, Lin - -
PT. SUN BRIGHT Director/ Fang-Chu, Liao i i
LESTARI President '
Director Chi-Jen, Wu - -
Laya Chemical Engineering : o
Chairman Wen-Chih, Lin - -
Co., Ltd.
Chairman Wen-Chih, Lin
Lin Wen Chih Sunzeal Director/ Fang-Chu, Liao
Enterprises Co., Ltd President '
Director Chih-Cheng, 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.

Note 3: Independent Director Kun-Hsien, Chang and Director Ai-Chi, Hsu resigned on May 27, 2022.
Note 4: Independent Director Shu-Ching, Chou and Director Hui-Ying, Wang took office on May 27, 2022.
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(6) Operational highlights of affiliated companies

December 31, 2022; Unit: NT$1,000

Net
. Total Total Net | Operating | Operating | Income
Name of Compan Capital e
pany P Assets | Liabilities| Value | Revenue | Income (after
Tax)

Fulgent Sun International | 1 997 235( 12,901,277 274,700 12,626,577 - (20,251)| 3,395,585
(Holding) Co., Ltd.
Capital Concord 6,585,827| 24,072,910 11,213,217|12,859,693| 23,012,672| 2,052,925/ 3,393,349
Enterprises Limited
Fujian Sunshine Footwear| 73826 3782567| 1,069,413 2,713,154| 4,045,397 624,991 571,171
Co., Ltd.
Fulgent Sun Footwear 1,997,207| 4,047,722| 1,325,660 2,722,062| 3,385,964 379,499| 311,935
Co., Ltd.
Sunny Footwear Co., Ltd.| 130680 614,333 173,894| 440,439 658,871 62,024| 65,791
Hubei Sunsmile Footwear| 1 go5033| 2,029375| 735684 2,193,601 2,392,801 344,141 321,642
Co., Ltd.
Fujian Laya Outdoor 40,656 878,393 598,488 279,905 1,651,651 116,722| 128,160
Products Co., Ltd.
Lin'Wen Chih Sunbow | 1 518038| 4,386,120 1,252,024| 3,134,096 4,908,116| 233,889 186,874
Enterprises Co., Ltd.
Lin Wen Chih Sunstone 445848 218515 3,049| 215,466 43| (14558) (8,078)
Enterprises Co., Ltd.
Lin Wen Chih Sunlit 210,447| 220,203 674| 219,529 1,954 1,388 1,102
Enterprises Co., Ltd.
NGOC HUNG Footwear | 1387735 1706549| 177,480 1,529,069 1,069,127 77,854 64,568
Co., Ltd.
Laya Outdoor Products i . . . - - 241
Co., Ltd.
E\Sersun Footwear Co., 655,133| 1,365,785  609,983| 755.802|  432,554|  (29,405)| (30,951)
td.
PT. SUN BRIGHT

407,543 392,543 686/ 391,857 - 297 291
LESTARI (297 (291)
Laya Chemical 25500 54,383 30,126| 24,257 -l (14%5)  (1,243)

Engineering Co., Ltd.

Note 1: The liguidation was completed in April 2022.

(7) Consolidated financial statements of affiliated companies: Please refer to Pages 133~193
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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

Shareholders who have continued for more than
one year and hold more than 3% of the total
number of issued shares may request the board of
directors to convene an extraordinary meeting of
shareholders, stating the proposed items and
reasons in writing. If the board of directors fails to
notify the meeting within 15 days after the request
Is made, the shareholders may call the meeting on
their own with the approval of the competent
authority.

Regarding the issues where shareholders convene
extraordinary shareholders’ meetings, according
to Cayman’s lawyers, since the Cayman
Company Laws provide no special requirements
on the location of shareholders’ meetings of
exempted companies and no specific regulations
on matters convened by shareholders, Article
14.7 of the Company’s Articles of Association
does not stipulate that shareholders shall report to
the competent authority for aprroval before
convening an extraordinary shareholders meeting
on their own.

The following proposals involving major interests
of shareholders shall be resolved at the
shareholders’ meeting attended by shareholders
representing more than two-thirds of the total
number of issued shares, and approved by more
than half of the voting rights of the attending
shareholders. If the total number of shares of
shareholders  present is less than the
above-mentioned quota, it may be carried out with
the consent of shareholders representing more
than half of the total number of issued shares
present and more than two-thirds of the voting
rights of shareholders present:
1. The Company concludes, modifies or
terminates the lease of the entire business,
entrusts the operation, or frequently operates
a contract with others, transfers all or a major
part of the business or property, or transfers
the entire business or property of others,
which has a significant impact on the
Company's operations
Changes to the Articles of Association
3. If the modification of the Articles of
Association damages the rights of special
shareholders, it must be resolved by the
special shareholders' meeting
4. Distribution of all or part of dividends and
bonuses by issuing new shares
Resolution on dissolution, merger or division
Transfer of shares

no

oo

Since the Cayman Company Laws has
mandatory regulations on the voting method of
"merger as defined in the Cayman Law", Article
12.4 (d) of the Company's Articles of Association
stipulates "merger" (a merger other than a merger
under the Cayman laws) shall be passed with a
major resolution.
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The term of office of directors and supervisors
shall not exceed three years and the directors
and supervisors may be re-elected.

When the shareholders’ meeting elects
directors and supervisors, Each share has the
same voting rights as the number of directors
to be elected. One person may be elected
collectively, or a number of people shall be
allocated for election.

Cayman laws have no concepts of supervisors,
and the Company does not have seats of
supervisors but an audit committee. Therefore,
there are no relevant regulations on supervisors
in the Company's Articles of Association.

If the Company has supervisors, they shall be
appointed by the shareholders' meeting and at
least one of the supervisors shall have a
domicile in Taiwan.

The term of office of supervisors shall not
exceed three years and the directors and
supervisors may be re-elected.

. When all supervisors are dismissed, the board
of directors shall hold an extraordinary
meeting of shareholders within 60 days to
elect them.

The supervisors shall supervise the execution
of the Company's business, and may
investigate the Company's business and
financial status at any time, check the books
and documents, and may request the board of
directors or managers to submit reports.

The Supervisors shall check the various forms
prepared by the board of directors and submit
them to the shareholders' meeting, and report
their opinions to the shareholders' meeting.
Supervisors may appoint accountants and
lawyers on behalf of the Company to conduct
auditing.

Supervisors may attend the board of directors
to present their opinions. If the board of
directors or directors conduct business in
violation of laws, the articles of association, or
the resolutions of the shareholders' meeting,
the supervisor shall immediately notify the
board of directors or directors to stop their
acts.

Supervisors may exercise supervisory power
independently.

Supervisors shall not concurrently serve as
directors, managers or other employees of the
company.

Cayman laws have no concepts of supervisors,
and the Company does not have seats of
supervisors but an audit committee. Therefore,
there are no relevant regulations on supervisors
in the Company's Articles of Association.
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Unless the board of directors does not convene or
cannot convene a shareholders’ meeting, the
supervisor may, for the benefit of the company,
convene a shareholders' meeting when necessary.

Cayman laws have no concepts of supervisors,
and the Company does not have seats of
supervisors but an audit committee. Therefore,
there are no relevant regulations on supervisors
in the Company's Articles of Association.

1. The directors of the Company shall faithfully
perform their business and fulfill the duty of
care of a good manager. If any violation
causes damage to the company, they shall be
liable for damages. If the act is done by
oneself or another person, the shareholders'
meeting may resolve to regard the income
from the act as the company's income.

2. If a director of a company violates laws and
regulations in the execution of the company's
business and causes damage to others, he shall

be jointly and severally liable for
compensation to the other party and the
company.

3. Managers and supervisors of a company shall
bear the same liability for damages as
directors of a company within the scope of
performing their duties.

Based on the requirements of important matters
for the protection of shareholders' rights and
interests, the Company has added relevant
content to Articles 27.4 and 29.5 of the
Company's Articles of Association. However,
according to Cayman lawyers, the Cayman
Company Laws provide no special provisions on
the liability of directors. Under common law
principles, directors of a company owe (a)
fiduciary duties of fidelity, honesty and good
faith to the company; and (b) duties of care,
diligence and professionalism. The company may
claim damages against directors who breach
these duties. In addition, if a director breaches his
duties in order to seek personal gain, the
company may claim such benefit from the
director.

The Cayman lawyers also stated that under the
principles of common law, a director of a
company represents the company when
performing the business of the company, and the
actions of the director will be regarded as the
actions of the company. If such actions cause
damage to any third party, the company (not the
directors) is liable to that third party. A third
party claiming damages cannot cite the
provisions of the Company's Articles of
Association to hold the director accountable
since a third party who is not a shareholder
cannot enforce the provisions of the Company's
Articles of Association. When a company is
liable to a third party due to a director's breach of
duty, the company may claim compensation from
the director for the aforementioned losses. In
addition, managers generally do not have
nominee obligations to the company. Even if
there are relevant provisions in the Company's
Articles of Association, since the manager is not
a party to the company's articles of association,
such provisions will not be enforceable against
the manager. Such obligations shall be imposed
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on the manager by contractual agreement.

In addition, Cayman laws have no concepts of
supervisors, and the Company does not have
seats of supervisors but an audit committee.
Therefore, there are no relevant regulations on
supervisors in the Company's Articles of
Association.

1. The general meeting of shareholders must be
convened at least once a year; it should be held
within six months after the end of each fiscal
year. Shareholders' meetings are convened by
the board of directors.

2.The Articles of Association of the Company
may specify that when the shareholders'

With regard to the protection of shareholders’
rights and interests amended in March 2022, the
company will follow the regulations of the stock
exchange and complete the revision of its articles
of association before June 30, 2023, and the
board of directors will submit the amendment to
the 2023 Shareholders’ Meeting.

meeting is held, it shall be held by video
conferencing or other methods announced by
the competent authority of the Company Act of
the Republic of China. However, due to natural
disasters, accidents, or other force majeure
events, the competent authority of the
Company Act of the Republic of China may
announce that the company may hold meetings
by video conference or announcement within a
certain period of time, without being clearly
stipulated in the Articles of Association.

3.When the meeting of shareholders is held, if the
meeting is held by video conference, the
shareholders who participate in the meeting
through video conference are deemed to be
present in person.

4.For the shareholders meeting held via video
conferencing, the conditions, operating
procedures and other matters to be complied
with by the company shall comply with the
securities laws and regulations of the Republic
of China.

5.The Company shall hold a physical shareholder
meeting within the territory of the Republic of
China. If a physical shareholder meeting is held
outside the Republic of China, it shall report to
the stock exchange for approval within two
days after the resolution of the board of
directors or the obtain approval from the
competent authority.
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6.Shareholders who hold more than 1% of the
total number of issued shares may submit
proposals for general shareholders' meetings to
the Company in writing or electronically. Unless
the proposal is not a resolution of the
shareholders' meeting, the shareholding of the
proposing shareholder is less than 1%, the
proposal is proposed outside the announcement
acceptance period, the proposal exceeds 300
words/characters, or there is more than one
proposal, the board of directors shall list it as
one proposal. Shareholder proposals are
suggestions to urge the Company to promote
public interests or fulfill social responsibilities,
and the board of directors may include them in
the agenda.

7.Shareholders who have continued for more than
one year and hold more than 3% of the total
issued shares may request the board of directors
to convene an extraordinary meeting of
shareholders, stating the proposed items and
reasons in writing. If the board of directors fails
to notify the meeting within 15 days after the
request is made, the shareholders may call the
meeting on their own with the approval of the
competent authority.

8.Shareholders who hold more than half of the
total number of issued shares for more than
three consecutive months may convene an
extraordinary meeting of shareholders on their
own. The calculation of the period of
shareholder's shareholding and the number of
shares held shall be based on the shareholding
when the stock transfer is closed.

9.The following matters shall be listed and
explained in the reason for convening the
shareholder meeting, and shall not be proposed
as an interim motion; the main content may be
placed on the website designated by the
securities competent authority or the company,
and the website link shall be specified in the
notice:

(1) Electing or dismissing directors and
SUpervisors;
(2) Amendment the Articles of Association;
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(3) Decrease of capital;

(4) Apply for suspension of public offering;

(5) Dissolution, merger, share conversion and
division of the Company;

(6) Conclude, modify or terminate the contract
on leasing the entire business, entrusting the
operation or co-operating with others;

(7) Assignment of all or a substantial part of
business or property;

(8) Receipt of all the business or property of
others, which has a significant impact on the
Company's operations;

(9) Private placement of securities with equity

nature;

(10) Permission for directors to engage in

non-compete conduct;

(11) Distribute all or part of dividends and

bonuses by issuing new shares;

(12) Distribute the legal reserve and the capital

obtained from stock

premiums or receiving gifts to original
shareholders by issuing new shares or
distributing cash.

reserve issuing

1. When the Company convenes a general
meeting of shareholders, electronic means
should be listed as one of the channels for
exercising voting rights.

2. When the Company exercises voting rights in
writing or electronically, the method of exercise
shall be specified in the shareholders meeting
convening notice. Shareholders who exercise
their voting rights in writing or electronically
shall be deemed to have attended the
shareholders' meeting in person. However, it
shall be regarded as abstaining from voting on
the temporary motion of the shareholders
meeting and the amendment of the original
motion.

With regard to the protection of shareholders’
rights and interests amended in March 2022, the
company will follow the regulations of the stock
exchange and complete the revision of its articles
of association before June 30, 2023, and the
board of directors will submit the amendment to
the 2023 Shareholders’ Meeting.
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When the Company convenes a shareholders'
meeting, it shall prepare a manual of the
shareholders’ meeting, and shall publish the
manual and other meeting-related materials 21
days before the regular shareholders' meeting or
15 days before the extraordinary shareholders'
meeting. However, if the Company’s paid-in
capital amounted to NT$10 billion or more at the
end of the most recent fiscal year, or if the
Company holds an ordinary meeting of
shareholders in the most recent fiscal year, and
the total shareholding ratio of foreign capital and
mainland China capital listed in the register of
shareholders is more than 30%, The transmission
of the above electronic file shall be completed 30
days before the general meeting of shareholders.

With regard to the protection of shareholders’
rights and interests amended in March 2022, the
company will follow the regulations of the stock
exchange and complete the revision of its articles
of association before June 30, 2023, and the
board of directors will submit the amendment to
the 2023 Shareholders’ Meeting.

1. When the shareholders' meeting resolves any
of the following matters, the dissenting
shareholders shall be entitled to request the
Company to purchase the shares:

(1) Company division, merger, acquisition or
share conversion;

(2) The Company concludes, modifies or
terminates the lease of the entire business,
entrusts the operation, or frequently
co-operates with others, transfers all or a
major part of the business or property, or
transfers the entire business or property of
others that has significant impact on the
Company's operations.

2. The shareholder's request for the preceding
paragraph shall be submitted in writing within
20 days from the resolution date of the
shareholders' meeting, and shall specify the
requested purchase price. If the shareholders

With regard to the protection of shareholders’
rights and interests amended in February 2023,
the company will follow the regulations of the
stock exchange and complete the revision of its
articles of association before June 30, 2023, and
the board of directors will submit the amendment
to the 2023 Shareholders’ Meeting.
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and the Company reach an agreement on the
purchase price, the company shall pay the price
within 90 days from the date of resolution of
the shareholders meeting. If no agreement is
reached, the Company shall, within ninety days
from the date of resolution, pay the price to the
shareholders who have not reached an
agreement at what it considers to be a fair
price; if the Company fails to make the
payment, it shall be deemed to have agreed to
the purchase price requested by the
shareholders.

3. Shareholders who vote against or abstain from
voting at the general meeting of shareholders
may request the Company to purchase all of
their shares based on the reasons specified in
Subparagraph 1 of Paragraph 1. If no
agreement is reached, the Company shall,
within 30 days after the expiration of this
period, apply to the court for a ruling on the
price with all the shareholders who have not
reached an agreement as counterparties, and
the Taiwan Taipei District Court may be the
court of first instance.

The number of shares that have abstained from

voting in the preceding paragraph shall not be

included in the number of voting rights of
shareholders present.
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When the directors of the Company have their
own interests in the matters of the board of
directors meeting, they shall explain the ikey
content of their own interests in the current board
meeting. When the Company conducts mergers
and acquisitions (M&A), the directors of the
Company shall explain to the board of directors
and the shareholders’ meeting the important
content of their own interests in the M&A
transaction and the reasons for approving or
opposing the merger and acquisition resolution.
The content and the reasons for or against the
M&A resolution may be announced on the
website designated by the securities authority of
the Republic of China or the Company, and the
website link shall be specified in the notice.

With regard to the protection of shareholders’
rights and interests amended in February 2023,
the company will follow the regulations of the
stock exchange and complete the revision of its
articles of association before June 30, 2023, and
the board of directors will submit the amendment
to the 2023 Shareholders’ Meeting.
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