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Date:
Time:
Place:

Thursday, 18 June 2020

9:00 a.m. Taipei time

Meeting Room #1 at the company headquarters

No. 18, Datong 1t Road, Guanyin District, Taoyuan City 32849, Taiwan

Shareholders present:

1.
2.
3.

4.

Total number of issued shares: 319,708,064

Total number of issued and outstanding shares: 319,708,064

Total shares represented by shareholders present: 244,586,375 (including shares
represented by shareholders who cast the proxy vote via electronic transmission, and
the total number of such shares present is 169,730,696)

Percentage of shares held by shareholders present: 76.50%

The aggregate shares of shareholders present in person or by proxy constituted a

quorum.

Directors present:

Mr. Ding-Yu, Dong (Chairman of the Board of Directors)
Mr. Wen-Shiung, Lee (Director)

Mr. Mon-Chong, Hsieh (Director)

Mr. Duen-Chian, Cheng (Independent Director)

Mr. Rong-Dong, Tsai (Independent Director)

The number of directors present exceeded 50% of the total number of directors.

In attendance:
Certified Public Accountant: Ms. Yi-Chun, Chen
Attorney: Mr. Yu-Yang, Chiu

Chairman: Mr. Ding-Yu, Dong (Chairman of the Board of Directors)

Recorder: Ms. Vicky, Chiang

Meeting called to order

Chairman’s address (omitted)



Reporting Items

1. To report Year 2019 business operations and financial statements

2. Toreportreview results of Year 2019 business operations and financial
statements by the Audit Committee
The review report by the Audit Committee is attached as Attachment I.

3. To report the information of the employees’ compensation and the Directors’
remuneration



Proposed resolutions

1. To accept the Year 2019 business report and financial statements
The Board of Directors proposes and recommends that each shareholder vote FOR the
acceptance of the Year 2019 business report and financial statements.

Explanatory Notes:

i. EMC’s Year 2019 business report and financial statements, including balance sheet,
income statement, statement of changes in shareholders’ equity, and statement of
cash flows, have been resolved to accept by the 5" board meeting of the 11 term,
and have been examined by and determined to be correct and accurate by the Audit
Committee of EMC. We thereby submit this report.

ii. Please accept the aforesaid business report and financial statements

Voting Results:
244,586,375 shares were presented at the time of voting (including votes casted via electronic

transmission; hereinafter referred as “e-voting”)

Voting results Shares % of shares present
219,078,846
For . . 89.57%
(Including e-voting: 146,939,077)
. 7,394
Against ) ) ) 0.00%
(including e-voting: 7,394)
0
Invalid ballots . . . 0.00%
(including e-voting: 0)
. 25,500,135
Abstain 10.43%

(including e-voting: 22,784,225)

RESOLVED, that the 2019 business report and financial statements be and hereby were
accepted as submitted.



2. To approve the proposal for distribution of 2019 profits
The Board of Directors proposes and recommends that each shareholder vote FOR the
distribution of 2019 profits.

Explanatory Notes:

i. Cash dividends to common share holders: Totaling NT$1,918,248,384. Each
common share holder will be entitled to receive a cash dividend of NT$6 per share.

ii. The fractional dollar amount which is less than one New Taiwan Dollar, if there is any,
will not be distributed and will be recognized by the company as other income.

iii. After being approved at the Annual General Shareholders’ Meeting, it is proposed
that the Chairman of EMC be authorized to determine the record date and the
payment date that the cash dividends will be distributed to common share holders.

iv. Should EMC subsequently repurchase its common shares or issue new common
shares according to Article 28-2 of the Security Act and other relevant regulations,
the total number of common shares outstanding may change, and the ultimate cash
to be distributed to each common share may need to be adjusted accordingly. Itis
proposed that the Chairman of EMC be authorized to adjust the cash to be
distributed to each common share, based on the total amount of profits resolved to
be distributed and the number of actual common shares outstanding on the record
date for distribution.

v. The 2019 profit allocation proposal is attached as Attachment |II.

vi. Please approve the aforesaid proposal for the distribution of 2019 profits.

Voting Results:
244,586,375 shares were presented at the time of voting (including votes casted via electronic

transmission; hereinafter referred as “e-voting”)

Voting results Shares % of shares present
219,095,103
For . . 89.57%
(Including e-voting: 146,955,334)
. 9,394
Against ) ) ) 0.00%
(including e-voting: 9,394)
0
Invalid ballots . . ) 0.00%
(including e-voting: 0)
. 25,481,878
Abstain 10.43%

(including e-voting: 22,765,968)

RESOLVED, that the proposal for the distribution of 2019 profits be and hereby were
approved as submitted.



Extemporary motion:

None

Meeting Adjourned

Chairman: Ding-Yu, Dong

Recorder:  Vicky, Chiang



ATTACHMENTS

Attachment |

Review report by the Audit Committee

To the 2020 General Shareholders’ Meeting of Elite Material Co., Ltd.,

In accordance with Article 219 of the Company Act, we have examined the Business
Report, the Resolution for Allocation of Surplus Profit, the Financial Statements
submitted by the Board of Directors for the year ending 2019 which had been audited
by independent auditors, Mr. Calvin C. Y. Chiang and Ms. Chen, Yi-Chun of KPMG,
and the auditing report signed by the said independent auditors, and found them in
order. We thereby submit the report.

Wi I Ll/\\ﬂvv | L“/f
Cheng, Duen-Chian

Convener of the Audit Committee of Elite Material Co., Ltd.

20 March 2020

*In case of any discrepancy between this English translation and the Chinese text of this
document, the Chinese text shall prevail.



Attachment Il

Elite Material Co., Ltd. Profit Allocation Proposal of
Year 2019

Unit: NT dollar
Net income of 2019 3,240,844,588
Less:
10% legal reserve 324,084,459
Special reserve of earnings 408,839,510
Other comprehensive loss (actuarial adjustment of defined benefit
plan of Year 2019) 3,284,285
Plus:
Unappropriated retained earnings of previous years 5,154,342,667
Earnings available for distribution as of 31 December 2018 7,658,979,001

Distribution items:
Cash dividends to common share holders (NT$6 per share) 1,918,248,384
Stock dividends to common share holders -
(Cash dividend per common share is calculated based on
a total number of shares outstanding of 319,708,064.)

Total distribution 1,918,248,384
Unappropriated earnings 5,740,730,617
Note:

1. Pursuant to the Article 36 of Elite Material Co., Ltd. Articles of Incorporation, the distribution
order of Year 2019 net income is prior to other distributable items.

2. The number of shares outstanding is decided based on the actual number of outstanding
shares as of 20 April 2020.

Chairman & President: Ding-Yu, Dong

Director of Accounting Department: Sara, Yen

*In case of any discrepancy between this English translation and the Chinese text of this
document, the Chinese text shall prevail.



Appendix

Year 2019 Financial Statements — consolidated basis

1100
1110
1150
1170
1200
1220
1310
1479

1550
1517

1600
1755
1812
1840
1900
1920
1985

ASSETS
Current Assets:

Cash and cash equivalents (Note (6)(a))

Current financial assets at fair value through profit or loss (Note (6)())
Notes receivable, net (Note (6)(d))

Accounts receivable, net (Note (6)(d))

(Other recervables, net (Note (6)(e))

Current tax assets

Inventories, net (Note (6)(£))

Other current assets, others

Non-Current Assets:

Investments accounted for using equity method, net (Note (6)(g))}

Non-current financial assets at fair value through other comprehensive
income (Note (6)(c])

Property, plant and equpment (Note (6)(R))

Right-of-use assets (Note (6)(1))

Other intangible assets

Deferred tax assets (Note (6)(p))

Other non-current assets

Guarantee deposits paid

Long-term prepaid rents

Total assets

(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese)
ELITE MATERIAL CO., LTD.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
December 31, 2019 and 2018
(Expressed in Thousands of New Taiwan Dollars)

2010.12.31 1018.12.31
Amount K3 Amount KD
§ 6350790 25 6022967 27
4561 - - -
2039014 1 311,778 2
8898138 33 7313867 33
56046 - 0441 -
- - 134792 1
2004701 11 2209347 10
324208 _1 199310 _1
18833258 _73 16232500 _74

1714 - -

16507 - 17291

5857817 23 4937424 23
240188 1 R

10316 - 7388
231497 1 118568 -
471050 2 396040 2
1984 - 25125 -
- - 28125 _1
6.871.073 27 5729961 26
§ 25704331 100 21962463 10

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
2100 Short-term borrowings (Note (6)())
2110 Short-ferm notes payable (Note (6)(k))
2170 Accounts payable
2200 Other payables
2230 Current tax habilities
2321 Bonds payable, current portion (Note (6)(m]}}
31 Long-term bomrowings, current portion (Note (6)(1))
2365 Current refimd liability (Note (6)(n))
2399 Other current liabilities, others

Non-Current liabilities:

2500 Non-current financial liabilities at fair value through profit or loss

(Mote (6)(1)
2530 Bonds payable (Note (6)(m)}
2540 Long-term borrowings (Note (6)(1))
2551 Non-current provisions for employee benefits (Note (6)(0))
2570 Deferred tax Liabilities (Note (8)(p)}
2645 Guarantee deposits received

Total Habilities
Equity atiributable to owners of parent (Note (6)(g):

3100 Captal stock
3200 Capital surphus

Retained eamings:
3310 Legal reserve
3320 Special reserve
3351 Accimmlated profit and loss
3400 Other equity interest
368X Non-confrolling interests
Total equity

Total liahilities and equity

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

2010.12.31 2018.12.31
Amount % _ Amount %
§ 663874 3 713408 3
00060 - 199655 1
5672008 12 4053111 23
1837119 7 1064708 3
250026 1 137425 1
1364280 6 -
336100 1 100,000
68050 - 17337
20006 - 16049 -
10321431 40 7201783 33
- 11,022
. . 1344900 6
643014 2 300000 2
7367 - 176 -
1185403 3 1167141 3
10347 - 0011 -
1846331 _ 7 2845800 _13
12.167.762 47 10,047,673 _46

3197080 12 319654 14
628858 2 6371 3
1710029 7 1535790 7
435 2 REVALI IS
8391903 33 6730522 31
(832303) (3) (@3554) Q)
16638 - 14593 -
13536569 53 _ 11014700 _54

§__ 25704331 100 _ 21962463 100




4000
5000

6100
6200
6300
6450

7010
7020
7050
7370
7900
7950
8200

8310

811
8316

8349

8360

8361

8399

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

ELITE MATERIAL CO,, LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Years Ended December 31, 2019 and 2018

(Expressed in Thousands of New Taiwan Dollars)

Operating revenue (Note (6)(s))
Operating costs (Note (6)(f)
Gross profit from operations
Operating expenses:
Total selling expenses
Total admimstrative expenses
Total research and development expenses
Impairment loss (Note (8)(d))
Total operating expenses
Net operating income
Non-operating income and expenses (Note (6)(uw)):
Other income
Other gains and lesses, net
Finance costs, net
Share of profit of associates and joint ventures accounted for nsing equity method
Total non-operating income and expenses
Profit from continuing operations before tax
Less: Income tax expenses(Note (6)(p))
Profit
Other comprehensive income:

Components of other comprehensive income that will not be reclassified to profit or
loss

Losses on remeasurements of defined benefit plans

Unrealized losses from imvestments  equity instruments measured at far value
through other comprehensive income
Income tax related to components of other comprehensive income that will not be
reclassified to profit or loss
Components of other comprehensive income that will not be reclassified to
profit or loss

Components of other comprehensive income (loss) that will be reclassified to profit
or loss

Exchange differences on translation of foreign financial statements

Income tax related to components of other comprehensive income that will be
reclassified to profit or loss
Components of other comprehensive income that will be reclassified to profit
or loss

Other comprehensive income
Total comprehensive income
Loss attributable to:
Owners of the parent company
Non-controlling interests

Comprehensive income attributable to:
Owners of the parent company
Non-controlling interests

Earnings per share (Note (6)(r))
Basic earnings per share (dollars)
Diluted earnings per share (dollars)

The accompanving notes are an integral part of the consolidated financial statements.

2019 2018
Amount b Amount Uy
§ 24865502 100 22,890,928 100
(18.765.219)  (73) (18.314.678)  (BD)
6,100,303 25 4,576,250 20
(745,045) 3 (905,054) €y
(767,916) 3 (496,952) 2
(500,441) ()] (41592%) 0]
(7.35) - (2.988) -
(2.020,753) 3] (1.820917) ()
4079550 7 2,755,333 12
0,439 - 66,583 -
77,072 - 37.863 -
(47.069) - (32911y -
3.834 - - .
124 276 - 71,537 -
4,203,826 17 2826 870 12
(938,325) 4 (1.072.437) 4
3245301 13 1.754.433 g
4106) - (5257 -
(369) - oo -
821 - 3,001 -
(3.654) - (2.23%) -
(511,213) @ (243,210) 8y
102,117 - 36,622 -
(409,096) )] (186.588) (1)
(412,750 @ (188.823) (1)
$ 1,831,551 11 1,563,610 7
§ 3,240,845 13 1,751378 g
4456 - 3.055 -
$ 3,245,301 13 1,754,433 §
§ 2828721 11 1,562,850 7
3.830 - 2760 -
§ 1,831,551 11 1.565.610 7
b 10,14 5,48
§ 073 532




(English Translation of Consolidated Financial Statements and Report Originally Issued in Chinese)
REVIEWED ONLY, NOT AUDITED IN ACCORDANCE WITH GENERALLY ACCEPTED AUDITING STANDARDS

ELITE MATERIAL CO.,LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the Years Ended December 31, 2019 and 2018

(Expressed in Thousands of New Taiwan Dollars)

Equity attributable to owners of parent

Balance at January 1, 2018 $
Profit for the vear ended December 31, 2018
Other comprehensive icome for the year ended December 31, 2018
Total comprehensive income for the year ended December 31, 2018
Earnings distribution:
Legal reserve
Special reserve
Cash dividends on ordinary share
Other changes in capital surplus:

Total other equity interest

Balance at December 31, 2018
Effects of retrospective application
Retrospective adjustment of equity attributable to former owner due

1o reorganization of entities under common control

Equity at beginning of period after adjustments

Profit for the vear ended December 31, 2019
Other comprehensive income for the year ended December 31, 2019

Total comprehensive income for the year ended December 31, 2019

Earmings distribution:
Legal reserve
Special reserve
Cash dividends on ordinary share
Other changes 1 capital surplus:
Conversion of convertible bonds
Conversion of convertible bonds to ordinary shares
Changes in non-conirolling interests

Exchange Unrealised
Share capital Retained earnings Differences on gains (losses) Total Equity
Unappropriated Translation of on available for  Attributable to
Ordinary Capital Legal Special Retained Foreign sale financial Owners of Non-controlling
Shares Surplus Reserve Reserve Earnings Statements assets Parent Interests Total equity
3.196.524 623721 1.256.696 126,586 6,905,344 (237.192) - 11.871.679 11.833 11883512

- - - - 1,751,378 - - 1.751.378 3.055 1.754.433

- - - - (2.166) (186.293) (69) (188.528) (295) (188.823)

- - - - 1.749.212 (186.293) (69) 1.562.850 2.760 1.565.610

- - 279,096 - (279.096) - - - - -

- - - 110,606 (110.606) - - - - -

- - - - (1.534,332) - - (1.534.332) - (1.534.332)
3.196.524 623,721 1,535,792 237,192 6,730,522 (423 .485) (69) 11.900.197 14.593 11.914.790
3.196.524 623.721 1535792 237.192 6.730.522 (423 485) (69) 11.900.197 14.593 11.914.790

- - - - 3,240,845 - - 3.240.845 4,456 3.245301

- - - - (3.285) (408.470) (369) (412.124) (626) (412.750)

- - - - 3.237.560 (408.470) (369) 2.828.721 3.830 2832551

- - 175,137 - (175.137) - - - - -

- - - 186,362 (186.362) - - - - -

- - - - (1.214.680) - - (1.214.680) - (1.214.680)

556 5.623 - - - - - 6.179 - 6.179

- (486) - - - - - (486) - (486)

- - - - - - - - (1.785) (1.785)
3.197.080 628,858 1,710,929 423,554 8,391.903 (831.955) (438) 13,519,931 16.638 13.536.569

Balance at December 31, 2019 8

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

-10 -



ELITE MATERIAL CO.,LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2019 and 2018

(Expressed in Thousands of New Taiwan Dollars)

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

2019 2018
Cash flows from (used in) operating activities:
Profit before tax $ 4.203.826 2.826.870
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense 486,420 462,642
Amortization expense 5.637 4.985
Expected credit loss 7351 2,088
Net (gain) loss on financial assets or liabilities af fair value through profit or loss (15.606) 11313
Interest expense 21973 8.217
Interest income (90.439) (66.583)
Share of loss (profit) of associates and jomt ventures accounted for using equity method (3.834) -
Loss on disposal of property, plan and equipment 533 31m
Amortized discounted corporation bonds payable — interest expense 25006 24.604
Dividend income (20.778) -
Total adjustments to reconcile profit (loss) 407353 451.427
Changes in operating assets and liabilities:
Changes in operating assets:
Notes receivable 14415 30,000
Accounts receivable (1.873.862) (285.411)
Other receivable (36.652) (4.843)
Inventories (776.384) 308,612
Other current assets (148.980) (84.300)
Other operating assets (00.407) (72.617)
Total changes in operaring assets (2011.870) (108.561)
Changes in operating liabilities:
Accounts payable 807.045 (126.657)
Other payable 408,100 (164.801)
Receipts in advance 53.727 (3.602)
Other current liabilities 27.039 (38.206)
Net defined benefit liability (9.254) (14.170)
Total changes in operating liabilities 1376.756 (347.436)
Total changes in operating assets and liabilities (1.535.114) (455.007)
Total adjustments (1.127.761) (4.570)
Cash inflow generated from operations 3.076.065 2.822.300
Interest received 03444 43071
Dividends received 20778 -
Interest paid (36.346) (10.877)
Income taxes paid (697.035) (767.818)
Net cash flows from operating activities 2465906 2.086.676
Cash flows from (used in) investing activities:
Acquisition of investments accounted for using equity method (18.624) -
Acquisition of property. plant and equipment (1.128.155) (747.278)
Proceeds from disposal of property, plant and equipment 412 37.996
Acquisition of infangible assets (8.738) (5,101)
Acquisition of right-of-use assets (27.176) -
Increase in other financial assets 2313 (12.048)
Decrease in other financial assets - (148.426)
Net cash flows used in investing activities (1.179.968) (874.857)
Cash flows from (used in) financing activities:
(Decrease) increase in short-term loans (46.268) 366,466
(Decrease) increase in short-term notes and bills payable (100.0000 200,000
Proceeds from long-term debt 1.103.005 400,000
Repayments of long-term debt (500,000) -
Increase (decrease) in guarantee deposits received 335 (5.413)
Cash dividends paid (1.216.463) (1.534.332)
Net cash flows used in financing activities (759.303) (373279)
Effect of exchange rate changes on cash and cash equivalents (198.721) (109,162)
Net increase in cash and cash equivalents 327823 720378
Cash and cash equivalents at beginning of period 6,022.067 5.003.580
Cash and cash equivalents at end of period $ 6,350,790 6,022,967

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

-11 -



(English Transzlation of Parent Company Only Financial Statement: Originally Iszued in Chinese)
ELITE MATERIAL CO.,LTD.

Balance Sheets
December 31, 2019 and 2018

(Expressed in Thousands of New Taiwan Dollars)
[7p) P!
0
o 1019.12.31 1015.12.31 2019.11.31 2018.12.31
ASSETS Amount % Amount % LIABILITIES AND STOCKHOLDERS' EQUITY Amount % Amount %
1) —Amowt % _ Amomi % o N
c Current Assets: Current Liabilities:
o 1100 Cazh and cash equivalents (Mate (8)(z)) H 480232 2 275,97 1 2100 Short-term borrowings (Mote (E)(E)) S 579568 3 517758 3
— 1110 Total current financial assets at fair value through profit or loss (Note (8)(b)) 4361 - - - 2110 Short-term notes payable (MNote (G)(1)) 99,969 1 199635 1
n._a 1150 Notes recetvable, net (Mote (E)(c]) 07212 1 234267 1 2170 Accounts payable 1.830432 9 1614594 9
— 1170 Accounts recervable, net (Mote (8)(c)) 1905642 9 1356604 & 2180 Accounts payable to related parties (Mote (7)) 41623 - 9.620 -
[ 1181 Accounts recervable due from related parties (Motes (6)(c) and 485,665 3 488,707 3 2200 Cther payables 1,170,921 ] 486,872 3
parties (Notes (8)(c) and (7)) | Pay : :
m 1200 Other recetvables, net (Mate (6)(d)) 383381 3 3170 - 150 Current tax liabilities 85851 -
a 1220 Curent tax assets - - 13472 1 2321 Bonds payable, curent portion (Note (6)(k)) 1364280 7 -
o 1310 Tiventories (Mote (6)(e)) 808051 4 639120 4 2365 Current refimd liabilities (Mote (6)(1)) 13746 - 5973
1470 Other cwrent assats 43903 _- 31912 _- 2312 Long-term borrowings, current pertion (Note (§)(7)) 230,000 1 100000 1
| 4518871 22 3414860 19 2399 Other cument lishilities others 5601 - 5516 -
(V5] Non-Current Assets: 5441993 27 2535988 _17
- 1550 Tvestments accounted for using equity method, net (Mate (8)(£)) 13432065 67 11,951,030 68 Non-Current liabilities:
c
e 1600 Property, plant and equipment (Note (6)(2)) 2015030 10 2126016 12 2530 Bonds payable (MNote (6)(k)) - 1,344,500 g
1780 Intangible assets i - 4160 - 2540 Long-term borrowings (Note (6)(11) 100000 - 300000 2
m 1840 Deferred tax assets (Mote (§)(n)) 218002 1 111,292 1 2331 MNon-curent provisions for employee benefits (Note (6)(m)) 7367 - 12,716 -
() 1300 Other non-curent assets 71265 - 74769 - 2570 Deferred tax hiabilifies (Note({8)(n)) 1185403 6 L167.141 6
..nla‘ 1920 Guarantee depesits paid 633 - 1895 _- 2500 Mon-cwrent finaneial hiabilities at fair value through profit or loss - - 11022
— 15743839 78 14269182 81 (MNote(6)(E))
S 2645 Guarantee deposits received 7816 - 8087 -
— 1300786 _6 2843866 _16
a Total liahilities 6742778 33 3783834 33
- m Equity attributable to owners of parent (Note (6)(o)):
c 3100 Capital stock 3,197,080 16 3196524 18
a 3200 Capital surplus 628858 3 623721 3
c Fetained eamings:
— 3310 Legal reserve 1710829 9 1535792 9
L 3320 Special reserve 423554 2 237192 1
(@) 3351 Aceumulated profit and loss 8391903 41 6,730,522 38
— 3400 (Cher equity nferest (832383 (4 (423554
o Total equity 13519931 67 _ 11900197 67
2 Total assets $ 20262710 100 100 Total liabilitie: and equity §_ 10263710 100 17.684.051 100
- —_—tmns S = = =
(5]
Y The accompanying notes are an integral part of the financial statements,

-12 -
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ELITE MATERIAL CO,, LTD.
Statements of Comprehensive Income
For the Years Ended December 31, 2019 and 2018

(Expressed in Thousands of New Taiwan Dollars)

Operating revenue (Note (6)(q) and Note (7))
Operating costs (Note (6)(e) and Note (7))
Gross profit from operations
Less: Unrealized profit from sales
Add: Realized profit on from sales
Gross profit from operations
Operating expenses:
Total selling expenses

(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)

2019 2018
Amount Uy Amount Ll
7,186,702 100 622171 100
(5.877.528) _ (81 (5.474462) _ (83)
1,309,174 1% 747259 12
(43000 - (11,488 -
11 488 - 5,225 -
1.316.362 18 740996 12

(198.994) (3)

(188,921) 3)

Total administrative expenses (356,637T) 3 (214,155) (3
Total research and development expenses (168,928) 2 (132,747 (3)
Expected credit loss o5 _ - - -
Total operating expenses (124.654) __ (1) (535.823) ©)
Net operating income 501708 8 185173 _ 3
Non-operating income and expenses:
Other income (Note (6)(s)) 1,248 - 4910 -
Other gains and losses, net (Note (6)(s)) 13268 - (6,536) (1)
Share of profit of associates and joint ventures accounted for using equity method 3086423 43 2,263,635 36
Finance costs (Note (6)(z)) (38.126) __ - 30670y __-
Total non-operating income and expenses 3062813 _ 43 223333 35
Profit from continuing operations before tax 3634511 il 2418512 33
Less: Income tax expenses (Note (6)(n)) (413.676) ___(6) (667.134) _ (11)
Profit 3240845 45 1751378 17
Other comprehensive income:
Components of other comprehensive income that will not be reclassified to profit or
loss
Losses on remeasurements of defined benefit plans 4.106) - (3,257 -
Unrealized losses from investments in equity instruments measured at fair value
through other comprehensive income (369) - [) -
Income tax related to components of other comprehensive income that will not be
reclassified to profit or loss 21 _ - 3001 -
Components of other comprehensive income that will not be reclassified to
profit or loss (3654) _ - Q235 _ -
Components of other comprehensive income (loss) that will be reclassified to profit
or loss
Exchange differences on translation of foreign financial statements (510,387) (M (242.913) &)
Income tax related to components of other comprehensive income that will be
reclassified to profit or loss 02117 1 5662 1
Components of other comprehensive income that will be reclassified to profit
or loss (408.470) __ (6) (186293 (3
Other comprehensive income, net 412124y (&) (188 528) 3)
Total comprehensive income 1828711 39 1.562.850 M4
Basic earnings per share (Note (6)(p))dollars) 1014 5.48

Diluted earnings per share (Note (6)(p))(dollars)

9.73

5

The accompanying notes are an integral part of the financial statements.
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(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)
ELITE MATERIAL CO., LTD.

Statements of Changes in Equity
For the Years Ended December 21, 2012 and 2018
(Expressed in Thousands of New Taiwan Dollars)

Total other equity interest

Unrealised
zains (losses)
on equity
Exchange Instroments at
Dfferences on fair value
Unappropriated Tranzlation of  through other
Ordinary Capital Legzal Special Retained Foreizn comprehensive
Shares Surplus Feserve Beserve Earnings Statements income Total equity
Balance at January 1, 2018 5 3.196.524 623721 1.256.696 126,586 £.905.344 (237197 - 11.871 679
Profit for the year ended December 31, 2013 - - - - 1,751,378 - - 1,751,378
Other comprehensive income for the vear ended December 31, 2018 - - - - (2. 166) (186.293) (697 (188.528)
Total comprehensive incoms for the year ended December 31, 2018 - - - - 1.749.212 (186,293 (63 1.562.850
Exrmmegs distribution:

Legal reserve - - 279,096 - (279.096) - - -

Special reserve - - - 110,606 (110,608) - - -

Cash dividends on ordmary share - - - - (1.534.337) - - (1.534 332}
Balance at December 31, 2018 3,196,524 £23.721 1,535,792 237,192 6,730,522 (423 485 (69 11,900,197
Profit for the vear ended December 31, 2019 - - - - 3,240,843 - - 3,240,845
Other comprehensive income for the year ended December 31, 2019 - - - - (3.285) (4084700 (368) (412124}
Total comprehensive meome for the vear ended December 31, 2019 - - - - 3.237.560 (408 470 (3600 2828 721
Earmmgs distmbution:

Legal rezerve - - 175,137 - (175137 - - -

Special reserve - - - 186,362 (186.362) - - -

Cash dividends on erdmary share - - - - (1214 6800 - - (1,214 680)
Conversion of convertible bonds 556 5623 - - - - - 6,179
Conversion of convertible bonds to ordinary shares - (486) - - - - - (486)
Balance at December 31, 2019 5 3,197,080 618,858 1,710,929 413,584 §.391,903 (831.955) (438) 13,519,931

The accompanying notes are an integral part of the financial statements.
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(English Translation of Parent Company Only Financial Statements Originally Issued in Chinese)
ELITE MATERIAL CO.,LTD.

Statements of Cash Flows
For the Years Ended December 31, 2019 and 2018

(Expressed in Thousands of New Taiwan Dollars)

2019 2018
Cash flows from (used in) operating activities:
Profit before tax $ 3,654,521 2418512
Adjustments:
Adjustments to reconcile profit :
Depreciation expense 179.258 169,241
Amortization expense 2451 2.388
Expected credit loss 95
Net (gain) loss on financial assets or liabilities at fair value through profit or loss (15.606) 5,153
Interest expense 13,030 5,976
Interest income (1.248) (4.910)
Share of loss of subsidiaries associates and joint ventures accounted for using equity method (3.086.423) (2.265,635)
Gatn on disposal of property. plan and equipment (5) (50)
Amortized discounted corporate bonds payable-interest expense 25.096 24694
Total adjustments to reconcile profit (2.883.352) (2.063.143)
Changes in operating assets and liabilities:
Changes in operating assets:
Notes recevable 26.960 29.402
Accounts receivable (349.038) 41,199
Accounts recetvable due from related parties 3.038 (266.,861)
Other recervable (529.411) (30,626)
Inventories (168.931) 46.817
Deferred revenues (6.675) 6,233
Other current assets (11,991) 4,835
Other assets 2.504 13.231
Total changes in operating assets (1.033.544) (155.770)
Changes in operating liabilities:
Accounts payable 215.838 105,989
Accounts payable to related parties 32,005 (34.227)
Other payable 678,325 (183,573)
Current refund liabilities 1.773 (9,145)
Other current habilities 85 827
Net defined benefit Liability (9.255) (14.170)
Total changes in operating liabilities 924.771 (134.299)
Total changes in operating assets and liabilities (108.773) (290.069)
Total adjustments (2.992.125) (2.353.212)
Cash mflow generated from operations 662.396 65.300
Interest recerved 1.248 5,033
Dividends received 1.430,538 -
Interest paid (13.371) (5.656)
Income taxes paid (178.542) (390.076)
Net cash flows from (used in) operating activities 1.902.269 (325.399)
Cash flows from investing activities:
Acquisition of investments accounted for using equity method (329.412) (291,652)
Acquisition of property, plant and equipment (61.893) (223,943)
Proceeds from disposal of property, plant and equipment 5 50
Decrease in refundable deposits 1.262 2.067
Acquisition of intangible assets (4.135) (3.753)
Net cash flows used in investing activities (394.173) (517.231)
Cash flows from financing activities:
Increase in short-term loans 61.810 367.433
(Decrease) increase in short-term notes and bills payable (100,000) 200,000
Proceeds from long-term debt 450,000 400.000
Repayments of long-term debt (500,000) -
Decrease i guarantee deposits recerved (271) (3.029)
Cash dividends paid (1.214.680) (1.534.332)
Net cash flows used in financing activities (1.303.141) (569.928)
Net increase (decrease) in cash and cash equivalents 204.955 (1,412,558)
Cash and cash equivalents at beginning of period 275.297 1.687.855
Cash and cash equivalents at end of period ] 480,252 275,297

The accompanving notes are an integral part of the financial statements.
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The Independent Auditors’ Report by KPMG
— consolidated report

Independent Auditors® Report

To the Board of Directors of Elite Material Co_, Ltd.:
Opinion

We have audited the consolidated financial statements of Elite Material Co_, Ltd. and its subsidiaries (“the
Group™), which comprise the consolidated statement of financial position as of December 31, 2019 and 2018,
and the consolidated statement of comprehensive mcome, changes i equity and cash flows for the year ended
December 31, 2019 and 2018, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at December 31, 2019 and 2018, and 1fs consolidated financial
performance and 1ts consolidated cash flows for the year ended December 31, 2019 and 2018 mn accordance with
the Regulations Governing the Preparation of Financial Reports by Securities Issuers and with the Infernational
Financial Reporting Standards (“ IFRSs” ), International Accounting Standards (“IASs”), Interpretations
developed by the International Financial Reporting Interpretations Comumittee (“IFRIC™) or the former Standing
Interpretations Committee (“SIC™) endorsed and issued into effect by the Financial Supervisory Commission of
the Republic of China.

Basis for Opinion

We conducted our audit of the Consolidated financial statements as of and for the year ended December 31,
2019 in accordance with the Regulations Governing Auditing and Certification of Financial Statements by
Certified Public Accountants, Rule No. 1090360805 1ssued by the Financial Supervisory Commnussion, and the
auditmg standards generally accepted in the Republic of China. Furthermore, we conducted our audit of the
consolidated financial statements as of and for the year ended December 31, 2018 m accordance with the
Regulations Governing Auditing and Certification of Financial Statements by Certified Public Accountants, and
the auditing standards generally accepted m the Republic of China. Our responsibilities under those standards
are further described n the Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Group i accordance with the Certified Public Accountants
Code of Professional Ethics m Republic of China (“the Code”), and we have fulfilled our other ethical
responsibilities mn accordance with the Code. We believe that the audit evidence we have obtained 1s sufficient
and appropriate to provide a basis of 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 of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and 1n forming our opinion thereon, and we do not
provide a separate opinion on these matters.

1. Revenue recognifion

Please refer to Note 4(o) "Revenue" and Note 6(s) "Revenue" of the consolidated financial statements.
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Description of key audit matter:

The recognition of revenue is based on the fact that the Group has transferred all its ownership and the
significant risk of its products to the customers. The judgment on the arrival date of the products mvolves
uncertainty under the FOB destination which is stated in the sales contracts between the Group and the
customers. The Group still needs to take the risk of the products before they are delivered to customers.

Therefore, the recognition of revenue was considered to be one of the key audit matters in the audit.
How the matter was addressed in our audit:

In relation to the key audit matter above, we have performed certain key audit procedures that included:
assessing the accounting policies on the recognition timing of sales revenue and the appropriateness of
related infernal controls; testing the effectiveness of implementation of infernal control ; performing cut-off
test for recogmition of revenue on the period before and after the reporting date to assess the rationality fo the
recognition timing of sales revenue.

2. Allowance for Inventory Valuation

Please refer to Note (4)(h) "Inventories" and Note (6)(f)” Inventories” of the consolidated financial
statements.

Description of key audit mafter:

The printed circuit board and other electronic components are the major products of the Group. Inventories
have specific life cycle due to their attributes. Apart from this, the Group prepared certamn amounts of
security stock to meet the delivery date required by the customers. Inventories are stated at the lower of cost
or net realizable value. Consequently, there may be situations that the net realizable value of mventory will
exceed 1ts cost. In addition, the Group would purchase the materials in advance for the expected sales orders.
The cancellation or the change of orders, and the change of the material used or quantities of the material
may lead to product obsolescence. Therefore, the recogmition on allowance for mventory valuation and
obsolescence loss was considered to be one of the key audit matters in the audit.

How the matter was addressed i our audit:

In relation to the key audit matter above, we have performed certain key audit procedures that included:
assessing the allowance for loss due to price decline, obsolete, and slow moving inventories to determine
whether policy of the Group 1s applied; selecting samples to examine their net realizable values to verify the
accuracy and completeness of mventory aging report; reassessing the accuracy of allowance for mventory
valuation and obsolescence loss according to the Group’ s accounting policy; performing a retrospective
review to evaluate the completeness of disclosure for allowance for mventories.

Other Matter

Elite Material Co., Ltd. has additionally prepared its parent company only financial statements as of and for the
years ended December 31, 2019 and 2018, on which we have issued an unqualified opinion.
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Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management 1s responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with Regulations Governing the Preparation of Financial Reports by Securities Issuers and IFRSs,
IASs, interprefation as well as related guidance endorsed by the Financial Supervisory Commission of the
Republic of China, and for such mternal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material musstatement, whether due to fraud
or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management erther intends to liquidate the Group or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance 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 obfain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance 15 a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the auditing standards generally accepted i 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 mnfluence the economic
decisions of users taken on the basis of these consolidated financial statements.

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

1. Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those nisks, and obtam audit evidence
that 15 sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

2. Obtain an understanding of iternal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

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

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required fo draw aftention in our audifors’ report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

5. Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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6. Obtamn sufficient appropriate audif evidence regarding the financial mformation of the entifies or business
activities within the Group fo express an opinion on the group financial statements. We are responsible for
the direction, supervision and performance of the group audit.

We communicate with those charged with governance regarding, among other matters, the planned scope and
fiming of the audit and significant audif findings, meluding any significant deficiencies in internal control that
we 1dentify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought fo bear on our independence, and where applicable, related safeguards.

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

The engagement partners on the audit resulting in this mdependent auditors’ report are Chung-Y1 Chiang and
Y1-Chun Chen.

KEPMG

Taipet, Tatwan (Republic of China)
March 20, 2020
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The Independent Auditors’ Report by KPMG
— parent-alone report

Independent Auditors’ Report

To the Board of Directors of ELITE MATERIAL CO_, LTD.:
Opinion

We have audited the financial statements of ELITE MATERIAL CO., LTD.(“the Company™), which comprise
the statement of financial position as of December 31, 2019 and 2018, and the statement of comprehensive
income, changes in equity and cash flows for the years ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2019 and 2018, and its financial performance and its cash flows for
the year ended December 31, 2019 and 2018 in accordance with the Regulafions Governing the Preparation of
Fiancial Reports by Securities Issuers.

Basis for Opinion

We conducted our audit of the financial statements as of and for the year ended December 31, 2019 in
accordance with the Regulations Governing Auditing and Certification of Financial Statements by Certified
Public Accountants, Rule No. 1090360805 issued by the Financial Supervisory Conunission, and the auditing
standards generally accepted m the Republic of Chuina. Furthermore, we conducted our audit of the consolidated
fmancial statements as of and for the year ended December 31, 2018 in accordance with the Regulations
Governing Auditing and Certification of Financial Statements by Certified Public Accountants, and the auditmg
standards generally accepted mn the Republic of China. Our responsibilities under those standards are further
described in the Auditors’ Responsibilities for the Audit of the Parent Company Only Financial Statements
section of our report. We are independent of the Company in accordance with the Certified Public Accountants
Code of Professional Ethics i Republic of Chma (*the Code™), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis of our opinton.

Key Audit Matters

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

1 Revenue recognition
Please refer to Note 4(n) "Revenue" and Note 6(q) "Revenue" of the consolidated financial statements.
Description of key audit matter:

The recognition of revenue is based on the fact that the Company has transferred all its ownership and the
significant risk of its products to the customers. The judgment on the arrival date of the products involves
uncertainty under the FOB destination which is stated i the sales contracts between the Company and the
customers. The Company still needs to take the risk of the products before they are delivered to customers.

Therefore, the recognition of revenue was considered to be one of the key audit matters in the audit.
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How the matter was addressed i our audit:

In relation to the key audit matter above, we have performed certain key audit procedures that included:
assessing the accounting policies on the recognition timing of sales revenue and the appropriateness of
related internal confrols; festing the effectiveness of implementation of internal control ; performing cut-off
test for recognition of revenue on the period before and after the reporting date to assess the rationality to the
recognition timing of sales revenue.

2. Allowance for Inventory Valuation

Please refer to Note (4)(g) "Inventories” and Note (6)(e)” Inventories” of the consolidated financial
statements.

Description of key audit matter:

The prnted cirecurt board and other electronic components are the major products of the Company.
Inventories have specific life cycle due to their attributes. Apart from this, the Company prepared certain
amounts of security stock to meet the delivery date required by the customers. Inventories are stated at the
lower of cost or net realizable value. Consequently, there may be sifuations that the net realizable value of
inventory will exceed its cost. In addition, the Company would purchase the materials in advance for the
expected sales orders. The cancellation or the change of orders, and the change of the material vsed or
quantities of the material may lead to product obsolescence. Therefore, the recognition on allowance for
inventory valuation and obsolescence loss was considered to be one of the key audit matters in the audit.

How the matter was addressed in our audit:

In relation to the key audit matter above, we have performed certain key audit procedures that included:
assessing the allowance for loss due to price decline, obsolete, and slow moving inventories to determine
whether policy of the Company is applied; selecting samples to examine their net realizable values to verify
the accuracy and completeness of inventory aging report; reassessing the accuracy of allowance for inventory
valuation and obsolescence loss according to the Company” s accounting policy; performing a retrospective
review to evaluate the completeness of disclosure for allowance for mventories.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with Regulations Governing the Preparation of Financial Reports by Securities Issuers and IFRSs, IASs,
interpretation as well as relafed guidance endorsed by the Financial Supervisory Commuission of the Republic of
China, and for such internal control as management determines is necessary to enable the preparation of

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

In preparing the financial statements, management is responsible for assessing the Company’ s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

-21 -



Auditor’s Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and fo issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
accordance with the auditing standards generally accepted in the Republic of China will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

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

1. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtamn audit evidence that 1s
sufficient and appropriate to provide a basis for our opinion. The risk of not defecting a material
misstatement resulting from fraud 1s higher than for one resulting from error, as fraud may nvolve collusion,
forgery, mtentional omissions, misrepresentations, or the override of internal control.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the eircumstances, but not for the purpose of expressing an opmion on the effectiveness of the
Company’s internal control.

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

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw aftention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

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

6. Obtain sufficient appropriate audit evidence regarding the financial mformation of the investment in other
entities accounted for using the equity method to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the audit.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we 1dentify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditors’ report unless law or regulation precludes public disclosure
about the matter or when, in exfremely rare circumstances, we deternune that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
oufweigh the public interest benefits of such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Chung-Yi Chiang and
Y1-Chun Chen.

EPMG

Taipei, Taiwan (Republic of China)
March 20, 2020
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