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Ea Chapter 1. Letter to Shareholders

Chapter 1.
Letter to Shareholders

Dear shareholders,

The year of 2020 was a year affected by the COVID-19 pandemic. Raging the world without warning,
it has caused a huge impact on all societies, politics, economies, and financial markets. This pandemic
has affected people's lifestyles and habits without warning. Enterprises have begun to introduce new
work models internally and actively accelerated the development of new business fields externally.
However, looking around Taiwan's industries, facing the continuing stalemate and conflicts of the
US-China trade war and the economic downturn caused by the pandemic, the resilience and risk
diversification capabilities of enterprises have gradually become the qualities needed to respond to the
crisis in the next stage.

After the outbreak of the pandemic in 2020, PRIMAX quickly adopted a series of positive actions to
stabilize employees, supply chains, cash flow, and other aspects, so as to restore production capacity
to the level before the pandemic occurred in a very short time. Meanwhile, the factory in Thailand also
began to contribute to shipments officially. which has stabilized the Group's production and supply of
various products. In the general global economic recession, PRIMAX has shown great resilience, which
has significantly reduced the impact on the operations and profitability.

In terms of business operations, benefiting from the effect of the stay-at-home economy on the
market, the shipments and revenues of PRIMAX's customized e-sports products and computer
peripheral equipment products for home office in the computer peripheral business group have
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shown a significant growth as a critical pillar of profitability for the Group in 2020. Meanwhile in the
application of optical products, the stable shipment of automotive camera modules and police camera
products has diversified the risks of the mobile phone market. In particular, PRIMAX has continued
to deepen cooperation with major international electric vehicle manufacturers in automotive camera
modules, which facilitates the development of components for smart driving. In the second half
of the year, the demand for home entertainment audio system market recovered. The subsidiary
TYMPHANY,'s acoustic products, including smart speakers and smart headphones, begun to have
stable shipments, and continued to mass-produce new products in high-end acoustics, home audio
products, and video conference-related products, to gather momentum for growth in the next year.

In terms of the manufacturing and production layout, the production base in Thailand has contributed
to the Group's revenue through production and shipment in 2020. Meanwhile, a new plant in Thailand
is also expected to be completed by the end of 2021, which will further contribute to the Group's
production capacity.

The following is the Company's 2020 business report.

1. Business Operation Performance in 2020

(1) Imp lementation Results of Trend chart of consolidated operating
Business Plan revenue and net income after tax
il
The Company’s net consolidated operating 100,000 5,000
revenue for 2020 was NT$68,240,939 thousand,

which was a decrease of approximately 15.4% 80,000
compared with NT$80,649,608 thousand in
2019. The net consolidated income after tax for
2020 was NT$1,944,267 thousand, which was 40,000
a decrease of approximately 14.1% compared
with the NT$2,262,919 thousand in 2019.

60,000

20,000

2016 2017 2018 2019 2020

Consolidated Net income
|I| operating revenue after tax
(Unit: NTD in million) (Unit: NTD in million)

CTrend chart of operating gross )

< Trend chart of operating profit)

profit and gross profit margin and operating profit margin

il N il N

10,000 9,431 25 3,000 2763 6
8,000 20 2,500
2,000
6,000 15
1,500
4,000 10
1,000
2,000 5 500
0 0
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
Gross profit Gross profit Operating profit Operating profit
|I| (Unit: NTD in million) margin |I| (Unit: NTD in million) margin
(Unit: %) (Unit: %)
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(2) Budget execution status (4) Profitability analysis (5) Research and development

The Company did not disclose financial forecasts for 2020, so it is not applicable. In order to continuously strengthen the Company's
(3) Cash flow analysis 2020 B&D and technological comp.etltlverTess, it
: , invested NT$2,555,565 thousand in R&D in 2020

Unit: NT$ thousand ] |

Return on shareholders’ ! for the development and design of new products

improvement of production processes.

Net cash inflows from operating activities | 3,961,005 § 6,628,011 § (2667,006) e oo AR
e Ratio of operation profit ' :
Net cash outflows from investing activities ; (2,795,916) ; (3,578,919) ; 783,003 L A » 51.00 @ 61.59 Trend chart of R&D expenses
e R S S —— to paid-in capital (%) ; ; and its ratio to operating revenue
Net cash outflows from financing activities (974,633) (1,098,408) 123,775  mmmmmsmmsosooeooooooooooooooooooo  EERECEEELE S RREECEEELEE ||||
Ratio of Income before ! | 5,000 5
o . 1 5497  64.96 411
Tax to Paid-in capital (%) : 3.89 O ses 374
Operating cash and its major purpose distribution diagram ) i i 4,000 3.43 — : 4
( perating jor purp g e O/O ~o0—O
i in (9 ; E 2,968
Operating cash Net profit margin (%) : 2.85 : 2.81 3,000 e 3
8,000 6.628 I I inflows B~~~ ———— - == f === -ooooo- 2004 2365 ;
| l I (Unit: NTD in million) ) : : ,
6,000 Earnings per Share (NT$) : 430 : 4.80 2,000
Capital expenditure : :
4,000 3,412 3961 l“ (Unit: NTD in million) 1.000
2,268 '
2,000 1,787 I Cash dividends
0 0 0 I I (Unit: NTD in million)
0 2016 2017 2018 2019 2020

Acquisition of

(2000 (1034) 928)  (1202) (4 412 (1371) (L114) .077) Soanes and fli] &> expenses

(1,913) I acquisition of (Unit: NTD in million)
(1,430) (2,689) III long-term equity
(4,000) (3,485) investment using Ratio of R&D expenses to operating revenue
2016 2017 2018 2019 2020 equity method (nit %)
(Unit: NTD in million)
Trend chart of net cash position Trend chart of earnings per share, dividends
and current ratio per share, and dividend payout ratio
il N il N
10,000 135 6.00 90
8,000 130 5.00
4.00
6,000 125
3.00
4,000 120
2.00
2,000 115 1.00
110 0
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
Net cash position Current ratio E)arrtwgisuﬁggf hz;er Dividend payout
III (Unit: NT$ million) (Unit: %) III (Unit: NT$) y ratio

(Unit: %)

Dividends per share

|I II for the following year
(Unit: NT$)

Note: The surplus distribution for 2020 will be handled in
accordance with the regulations after the resolution was
adopted at the general shareholders' meeting on May 28,
2021.
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2. 2021 Business Plan and Business Development Strategies

Looking into the future, the Group will continue
to focus on the steady growth of overall revenue in the
development of strategy and product planning and develop
with a high-quality product assortment; meanwhile,
under the trend of Industry 4.0, it will further enhance
its introduction of applications in smart manufacturing
while enhancing the core competitiveness of its overall
manufacturing capabilities.

Consolidation of the cornerstones of
computer peripherals, expansion of
smart interface products and electro-
acoustic markets, and entry into
automotive electronics markets

In terms of business development, the Company
will continue to deepen technology-oriented business
development and focus on the application of new products
with three senses in one (visual, auditory, and tactile)
and market-leading technological advantages to provide
customers with one-stop new products and applications
in relevant fields. Looking ahead to 2021, the endeavor
in strategic development of commercial and industrial
applications, such as automotive applications, Internet of
Things (IoT), and smart homes will gradually to pay off and
contribute to the next wave of growth momentum for the
Company.

In the development of vision-related optical products,
PRIMAX will actively extend to new fields of camera module
applications, including smart driving systems and biometric
applications, and continue to develop new functions and
processes for the visual image software and hardware,
such as structured light 3D sensing, multi-lens automatic
focus, and image processing software, and then cut into the
relevant fields, such as smart surveillance, smart home, and
network multimedia applications.

In the development of auditory products, the subsidiary
TYMPHANY's acoustic products, including headphones, new
high-end acoustic projects, and video conferencing products,
are expected to contribute to the profit and growth of the
audio business in 2021. Meanwhile, TYMPHANY will continue
to focus on the improvement of product quality and
performance, while entering the fields of technology R&D
and integration of new products, to enhance its competitive
advantage in the field of acoustics.

The tactile-related computer peripheral business
group, based on the human-machine interface, will continue
to stabilize the revenue and profit of e-sports and PC-related
products in 2021, while integrating the visual and auditory
technology capabilities of the Group to develop products
related to smart homes, such as door locks, monitoring,
and security systems, to actively assist brand customers in
introducing new products and technologies so as to extend
the product field from the computer generation to the
Internet of Everything.

Trend chart of the development of PC
peripherals and non-PC products

il N

60,000 6,000
50,000 5,000
40,000 4,000
30,000 26,291 3,000
20,000 2,000
10,000 1,000

2018 2019 2020

PC peripherals non-PC products

Operating

I I II revenue
(Unit: NTD in million) (Unit: NTD in million)
Net income Net income
before tax before tax

(Unit: NTD in million) (Unit: NTD in million)

Strengthening of the advantages of
automated processes and moving
toward smart manufacturing and
Industry 4.0

In terms of production and manufacturing management,
in 2021, the Company will continue to actively upgrade its
manufacturing capabilities in line with the concepts of smart
manufacturing and Industry 4.0, to increase productivity per
capita. With regard to the manufacturing base in Thailand,
based on the solid foundation of successful production and
shipment, the production capacity will increase rapidly in 2021,
and a large-scale production base outside mainland China will
be established while maintaining high standards of product
yield and quality.

Looking ahead to the future, it is expected that
geopolitical risks, global economy, and business are still
highly uncertain. The Company will continue to focus on
technological capabilities, enhance the added value of
the development of products for customers, deepen the
development capabilities for system products, and accelerate
the development of smart manufacturing, while stabilizing
the manufacturing base in Thailand and expanding the
supply chain, to diversify the overall operational risks and to
achieve the sustainable development of the Company.

Chairman and General Manager my

Liang, Li-Sheng = ﬂ
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Chapter 2. Company Profile

1. Date of Incorporation: March 20, 2006
2. Company History

March 2006

The Company was approved to be established on March 20, 2006, formerly known as Primax Electronics Ltd., with a
capital of NT$1,000,000.

The Company acquired PRIMAX Technology Co., Ltd. (hereinafter referred to as "former PRIMAX"). After the acquisition,
the Company remains to be the acquirer and former PRIMAX was the acquiree.

The Investment Commission, MOEA, approved PRIMAX to invest in the establishment of Primax Electronics (KunShan)
Co., Ltd. via a third place.

August 2019

The Investment Commission, MOEA, approved PRIMAX to invest in the establishment of Primax Electronics (ChongQing)
Co., Ltd. via a third place.

New capital of NT$235,290,000 raised through issuing new shares with its registered capital amounting to
NT$4,269,698,210.

The Company successfully acquired 70% of the equity issued by Tymphany Group, a speaker driver manufacturer, and
registered the shareholding change.

The Company successfully acquired 30% of the equity issued by GLOBALTEK, an automobile and aerospace precision
machinery manufacturer.

The Company completed the acquisition of 100% of the equity of Bang & Olufsen s.r.o. through Tymphany Worldwide
Enterprise Limited.

The Company invested in the establishment of Primax Electronics (SINGAPORE) and through its investment in the
establishment of Primax Electronics (Thailand) Co.,Ltd.
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(2) Department Functions

Department Major responsibilities

1. Formulate policies, systems, standards, and structure of remuneration to Directors (including the Chairman), General
Manager, and Vice General Manager and review them as necessary based on factors, including the Company's goals,
operational performance, and competitive environment.

2. Periodically assess the performance of the Chairman, General Manager, and Vice General Manager and verify the
content and amount of their individual remuneration.

3. Assess and approve the standards of benefits for General Manager, and Vice General Manager.

Remuneration
Committee

1. Supervise the adequate presentation of the Company's financial statements.
2. Supervise the appointment (dismissal) of CPAs and their independence and performance.
Audit Committee 3. Supervise the effective i'mplemeptation .of the Company's internal cqntrol.

4. Supervise the Company's compliance with relevant laws and regulations.
5. Supervise the Company's control over existing or potential risks.
6. Supervise the performance of the Company's internal audit department.

1. Seek the right persons to the seats of Directors and senior managers and propose a list of qualified candidates to

Nomination the Board.
Committee 2. Review the list of candidates recommended by shareholders or the Board, and provide suggestions to the Board to
determine if replacement is necessary.
The CSR Office is established by the Chairman with the authorization by the Board of Directors:
1. Responsible for formulating CSR policies, systems, or relevant management approaches.
2. Assist each department to promote and implement corporate social responsibility projects in response to the
CSR Office Company's economic, environmental and social issues.
3. Learn from the best practices of sustainable operation of benchmarking companies at home and abroad, provide
suggestions and guide relevant departments to implement accordingly, in order to continuously strengthen the
Company's competitiveness in sustainable operation.
Review and audit the implementation of the internal control system and regularly report it to the Board of Directors and
Audit Office the management, while measuring operational efficiency and providing timely suggestions for improvement, to ensure

effective implementation of the internal control system and to improve the effectiveness of the overall organization.

1. Plan and supervise quality systems.

2. Upgrade design quality and technology.

3. Improve product quality.

4. Handle and improve customer complaints.

Quality Assurance
a e r Department
°
5. Plan and implement employee quality training.
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1. Responsible for accounting, finance, taxation, and shareholder service matters.

2. Assist in implementing and promoting projects.

3. In charge of a spokesperson system and its operation; hold investor relations events and handle opinions; disclose
information and publish information on media while responsible for media communication.

Finance and
Administration

1. Organizational System Division

(1) Organizational Structure . Manage employees and human resource.

. Manage salary and benefits.

1
Human Resources 2
3. Responsible for education and training and development.
4
5

Department

Remuneration r‘fﬁ]j‘a Shareholders'
Committee T i Meeting

5

Audit Committee  EEEEEEEE c«g}% Board of

Directors

n - -
Committee @ Chairman
ooo

’

1
Product Business
1
1

s CSR Office Eliztyp
1
T
APEE Audit Office

Technology R&D
Center

. Offer general affairs services.
. Responsible for health and safety management.

It is divided into two business groups: PC peripheral products and non-PC peripheral products. Each business group is
in charge of its own R&D and marketing.
B R&D:
New product research, design, and development.
New product project assessment, analysis, and planning.
New product manufacturing technology and document and data transfer.
B Marketing:
Product planning, marketing, and market development.

(N

1. Coordinate and plan the security, implementation, and system integration of the Company's electronic information.

2. Establish and maintain computerized information management system while analyzing current manual processes
and designing future operating processes.

3. Plan and develop new application systems as well as expand and update the functionality of the developed
application systems.

Legal Affairs
and Intellectual
Property Rights
Division

Finance and Human

Quality IT

Assurance Department
Department

Global PC Peripheral

Products Unit

Technology
R&D Center

Administration Resources
Division Department

Peripheral

CeRlO D Products Unit

= Mainland China IT Department

® Japan 4. Plan user education and training and operations.
= USA 5. Plan and execute disaster recovery management.
= Thailand 6. Plan and manage equipment.

7. Manage computer operations.
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2. Profiles of the Directors, Supervisors, General Manager,
Vice General Manager, Assistant General Manager,
Head of Each Department, and Branch Officers

(1) Information on Directors and Supervisors
Information on Directors and Supervisors (1)

Nationality/ Date Term
Place of (NET Gender Elected (years)
Registration ‘

Current
Shareholding

Shareholding

Spouse & Minor
Shareholding

Date First

Title When Elected

Elected

R KN N e L
0 0

Shareholding by
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April 19, 2021 / Unit: Shares / %

Other positions

Other executives, directors, or supervisors
who are spouses or within the second
degree of kinship

(o T

concurrently
held at the
Company or
other companies

Nominees

Education and Work Experiences [\[e} =5

Chairmanand | Republicof | i ' 1 2009.10.23 i i i i | Business Administration, Tamkang University 1 I R 1 !
General Manager | China ! 1 2018530 | 3 years | (Note 8) i | 1 i 130,00 | Chairman of PRIMAX H | H !
) | Republic of | 0 i i 0 ] 0 ; | Master of Business Administration, University of Southern California 0 | R . .
RUECRE i China : | AUIESED | Py | AVl i i i i | Internal Audit Officer at Chailease Holding Company Limited 1 et 2 i 1 :
i ' | 1 , ‘ i | i 1 . 1 . Directorand | 1 '
) | Republic of | | i : : i ' 1 i | Department of Electronics, Feng Chia University 1 | General Manager | Pan, Yung- | o
Directors i China : | i 2018.5.30 ' 3 years ' 2014.9.5 i 0 | 0 i i 0 | General Manager of Business Department of PRIMAX 1 Note 3 | ofBusiness | Tai 1 Brothers :
. : . . : : . . . . . . . Department . . :
Director and | : i . : . i . . . . . . i '
General Manager | Republic of | g D i : 1 i | | | Department of Mechanical Engineering, Chung Yuan Christian University | i 5 | Pan, Yung- | .
of Business | China ' e, Y- | etz 1 AHSEY : Syee 1 AW 1 1 | @ | General Manager of Business Department of PRIMAX 1 Neid | Dleced i Chung | EICHIEE '
Department | : | i | 1 i i i 1 i | i i '
Independent | Republic of | . | | | ! | : | : Bachelor of Law, National Taiwan University | | : | : : : L
Director . China . Ku, Tai-Chao H Male . 2018530 . 3 years : 2010.03.30 H . . 0 1 Vice President of Taiwan Stock Exchange Corporation . None H . . :
Independent | Republic of | foreef] | 0 i f 0 f i | Department of Management Science, National Chiao Tung University | i R 1 R i B i
_____ Director | __China___ | CTeno/ Pl y Male ; 2018530 | Syears | 2010289 1 20 semior Vice presidentof SymnexUsa T b NS T T T
Independent | Republic of | ~ H H . : H . . 1 MBA, University of Missouri, U.S.A . H R . R H L
Director 1 China P W Chun-Pang 1 Male 20181025 . 26 years : 2018.10.25 1 1 1 0 \ General Manager, Taiwan Branch, Deutsche Bank 1 Note 6 1 1 1 '
Independent | Republic of | NP 1 : H 1 1 1 1 MBA, Kellogg School of Management, Northwestern University, USA | | B | B i B L
Director : China | WegJeell 1 e | AVEESTE | 2yes | dUREiE i H | v i Managing Director and Director of Zenith Consulting Company limited Weii2 7 1 : i '
Note 1: Primax Tech.(Cayman Holding) Ltd. Director; Polaris Electronics, Inc. Director; Destiny Tech Holding Co., Ltd. Director; Primax Ind. (Cayman . . ) .
Holding) Ltd. Director; Primax Ind (HK) Ltd. Director; DongGuan Primax Electronic & Telecommunication Products Ltd. Chairman; Primax Information on Directors and Supervisors (2) April 19, 2021

Electronics. (KunShan) Co., Ltd. Chairman; Primax Electronics (ChongQing) Co., Ltd. Chairman; Beijing Destiny Electronic Technology Co.,
Ltd. Chairman; Primax Destiny Co., Ltd (Japan) Director; Representative of Institutional Director of Diamond (Cayman) Holdings Ltd.;
Representative of Institutional Director of Tymphany Worldwide Enterprises Ltd.; Alpine Asia Investment Limited Director; Tymphany
Logistics, Inc. Director; Tymphany Acoustic Technology (Huizhou) Co., Ltd. Chairman; Tymphany Acoustic Technology Limited Director;
Tymphany Acoustic Technology (Thailand) Co., Ltd. Director; Primax AE (Cayman) Holdings Ltd. Director; Primax Electronics (SINGAPORE)
PTE.LTD. Director; Primax Electronics(Thailand) Co.,Ltd. Director.
Note 2: Chailease Auto Rental Co., Ltd. Chairman and General Manager; Apex Credit Chairman and General Manager; Fina Finance & Trading Co.,
Ltd. Supervisor; Asia Sermkij Leasing Public Co., Ltd. Chairman; Bangkok Grand Pacific Lease Public Co., Ltd. Chairman.
Note 3: Primax Ind. (HK) Ltd. Director; Primax Tech. (Cayman Holding) Ltd. Director; Primax Ind. (Cayman Holding) Ltd. Director; Representative
of Institutional Director of Tymphany Worldwide Enterprises Ltd.; Tymphany HK Ltd. Director; Tymphany Acoustic Technology (Huizhou)
Co., Ltd. Director and General Manager; Dongguan Tymphany Acoustic Technology Co., Ltd. Executive Director and General Manager;
Dongguan Dongcheng Tymphany Acoustic Technology Co., Ltd. Executive Director and General Manager; Tymphany Acoustic Technology
HK Ltd. Director; Tymphany Acoustic Technology Limited Director; Gratus Technology Corp. Director; Tymphany Acoustic Technology
(Thailand) Co., Ltd. Director; Primax Electronics (SINGAPORE) PTE. LTD. Director; Primax Electronics ( Thailand) Co., Ltd. Director.
Note 4: Representative of Institutional Director of Tymphany Worldwide Enterprises Ltd.; Tymphany Acoustic Technology Limited Director;
Tymphany Acoustic Technology (Thailand) Co., Ltd. Director; Primax Electronics (SINGAPORE) PTE. LTD. Director; Primax Electronics (Thailand)
Co., Ltd. Director.
Note 5: Eureka Therapeutics(California) Director; B Current Impact Investment Inc. Chairman; Social Enterprise Insights Director; H3 Platform
Director; B Current Impact Investment Inc. Il Chairman; Acorn Pacific Ventures Partner.
Note 6: Far Eastern International Commercial Bank Director.
Note 7: Zenith Consulting Company limited Managing Director and Director; CITIC Capital Holdings Limited Managing Partner.
Note 8: The date of the first election after the base date of merger of former PRIMAX shall prevail.
Note 9: Description of the reasons, reasonableness, necessity, and response measures where the Chairman and the General Manager are same
person:
1. Reasons and necessities: In response to rapid changes in the industry, more long-term technology development strategies and
investments as well as a global layout are required; thus, it is necessary to maintain this model temporarily.
2. Reasonableness: Mr. Liang, Li-Sheng is the original founder of the Company. He had also served as the General Manager of the
Company for a long time. With more than 40 years of experience in the industry, he has a very complete grasp of the industry and the
Company.
3. Response measures:
(1) More than half of the Directors of the Board of Directors do not serve as employees or managerial officers concurrently, and the
number of Independent Directors have been increased to strengthen the structure of the Board of Directors.
(2) Considering the needs for long-term corporate governance, the Board of Directors has passed a succession plan and is actively
training candidates for the succession of the General Manager, and will appoint a candidate as the General Manager at an
appropriate time according to actual needs.

e fom: Independence Status (Note)

Number of
other public
companies where
the individual
concurrently
serves as an
independent
director

Qualification
Currently serving as an
instructor or higher post in
a private or public college
or university in the field
of business, law, finance,
accounting, or the business
sector of the company

Currently serving as a
judge, prosecutor, lawyer,
accountant, or other
professional practice or
technician that must undergo
national examinations and
specialized license

Work experience
necessary for business
administration, legal
affairs, finance,
accounting, or business
sector of the company

AR A A ANy,

' '
-
' '
' '
-
' '
' '
g
' '
' '

Note:

For any director or supervisor who fulfills the relevant condition(s) for two fiscal years before being elected to the office or during the term of office, please provide the [v] sign in

the field next to the corresponding conditions.

(1) Is not an employee of the Company or its affiliates.

(2) Is not a director or supervisor of the Company or its affiliates (the same does not apply, however, in cases where the person is an independent director of the Company who
serves concurrently as an independent director of its parent company, subsidiary, or subsidiary of the same parent company in accordance with the laws of Taiwan or with the
laws of the country of the parent company, subsidiary or subsidiary of the same parent company).

(3) Does not directly or indirectly own more than 1% of the Company’s outstanding shares, nor is one of the top ten non-institutional shareholders of the Company.

(4) Is not a spouse, relative within the second degree of kinship or lineal relative within the third degree of kinship of managers specified in the column (1)or any person specified in
the column(2)and(3).

(5) Is not a director, supervisor or employee of a legal entity which directly owns more than 5% of the Company's issued shares or are the top five owners of the Company's issued
shares, nor a director, supervisor or employee of a legal entity which designates a representative to serve as a director or supervisor of the Company in accordance with Article
27, paragraph 1 or 2 of the Company Act (the same does not apply, however, in cases where the person is an independent director of the Company who serves concurrently as
an independent director of its parent company, subsidiary, or subsidiary of the same parent company in accordance with the laws of Taiwan or with the laws of the country of the
parent company, subsidiary or subsidiary of the same parent company).

(6) Is not a director, supervisor or employee of other company, and more than half of directors or voting shares of other company are controlled by the same person (the same does
not apply, however, in cases where the person is an independent director of the Company who serves concurrently as an independent director of its parent company, subsidiary,
or subsidiary of the same parent company in accordance with the laws of Taiwan or with the laws of the country of the parent company, subsidiary or subsidiary of the same
parent company).

(7) Is not a director, supervisor or employee of other company, and Chairman, President or Manager with equivalent position of other company are the same person or spouse (the
same does not apply, however, in cases where the person is an independent director of the Company who serves concurrently as an independent director of its parent company,
subsidiary, or subsidiary of the same parent company in accordance with the laws of Taiwan or with the laws of the country of the parent company, subsidiary or subsidiary of
the same parent company).

(8) Is not a director, supervisor, or manager of a company which has a business relationship with the Company, nor a shareholder who owns more than 5% of such a company (the
same does not apply, however, in cases where a company owns more than 20% but less than 50% of the Company's issued shares and the person is an independent director of
the Company who serves concurrently as an independent director of its parent company, subsidiary, or subsidiary of the same parent company in accordance with the laws of
Taiwan or with the laws of the country of the parent company, subsidiary or subsidiary of the same parent company).

(9) Is not an owner, partner, director, supervisor, manager or spouse of any sole proprietor business, partnership, company or institution which has provided the Company and its
affiliates with auditing or services of finance, business consult and legal affairs for which the accumulated remuneration in the past two years does not exceed NTD 500,000,
provided that this restriction does not apply to any member of the compensation committee, public tender offer review committee, or special committee on mergers and
acquisitions who exercises powers pursuant to related regulation such as the “Securities and Exchange Act” or the “Business Mergers And Acquisitions Act.”

(10) Is not a spouse or relative within the second degree of kinship of any of the directors.

(11) Is not under any condition pursuant to Article 30 of the Company Act.

(12) Is not a legal entity owner or its representative pursuant to Article 27 of the Company Act.

11



\E Chapter 3. Corporate Governance Report

12

(2) Profiles of the General Manager, Vice General Manager, Assistant General Manager,

Head of Each Department, and Branch Officers

Chairman and General

Date taking
office

Shareholding

res

%

13,791,001 | 0.84

Spouse/Minor
shareholding

Shareholding by
Nominees

Business Administration, Tamkang University

2020 Annual Report '

April 19, 2021 / Unit: Shares / %

Managers who are spouses
or within the second
degree of kinship

Other positions
concurrently held
at the Company or

other companies

Education and Work Experiences

' Chairman of PRIMAX : Note 1 I - : Note 9
Department of Mechanical Engineering, Chung Yuan Christian University Note 2 . . B B
E General Manager of Business Department of PRIMAX : : : : :
! MBA, Industrial Marketing, University of North Carolina at Chapel Hill Note 3 B B B R
Senior Vice President, Hon Hai Group !
! EMBA, Swiss Business School Note 4 B B B R
' CFO of CMC Magpnetics co., Ltd. ;
' Doctoral of Industrial Engineering, University of Cincinnati, USA : Note 5 B B B B
! Senior Assistant General Manager of Operations, Hon Hai Group
Department of Labor Relations, Chinese Culture University; EMBA, National
i Chengchi University | None | - i - i - -
' Senior Assistant General Manager, PRIMAX . . . : '
! Department of Information Engineering, Tamkang University None B B B B
' Senior Assistant General Manager, PRIMAX :
f Graduate Institute of International Affairs and Strategic Studies, Tamkang : : : : :
i University i None i - i - | - -
' Senior Assistant General Manager, PRIMAX ' ' ' ' '
! Electrical Engineering Institute, California State University, Long Beach, USA Note 6 . R B R
Senior Assistant General Manager, PRIMAX
Department of Mechanical Engineering, China University of Science and
Technology C mews b
| Senior Assistant Vice General Manager in Administration Management, ' i ' | |
' PRIMAX 0 ' ' : :
! Master's in Finance, University of Texas at Arlington None B B B B
' Senior Assistant General Manager, PRIMAX :
! Master's in Mechanical Engineering, National Chiao Tung University : None B B B B
Senior Assistant General Manager, PRIMAX
Ph.D, Claremont Graduate University

: None e

' Senior Assistant General Manager, PRIMAX

! Republic of China | Liang, Li-Sheng | Male | 2018.10.01 0 ! 0 ! 130000 | 003
Manager : ! : : : ‘ : : : :
Director and General ! TR
Manager of Business | Republic of China i Pan, Yung-Tai | Male | (No.te ‘7) 14,982,599 | 1.10 . 815,517 | 0.18 ! 0 0
Department : : : : : : ; : ; :
General Manager of 1 o i of China | Kuo, You-Min | Male | 20180115 | 600000 1013 0 0 i o0 | 0
Operations : : : : : : : : : ;
Senior Vice General i o plic of China | Hsiao, Yin-¥i | Male | 20160919 | 310000 1 007 0 {0 i 0 i 0
Manager 0 0 0 0 0 : 0 , : ,
Senior Vice General i p i of China | Chou, Yen-Chou| Male | 20110117 | 182000 1004 ©0 | 0 ' 0 | 0
Manager : : : : : : : : : :
) f . o Chiang, Yan- 5 5 5 : 5 f 5 f
Vice General Manager  Republic of China 1 Vit i Female i 2015.04.01 | 652,106 : 0.14 . 0 p 0 0 0 0
. : . . Chang, Ching- : : :
Vice General Manager | Republic of China : Kai . Male 2015.04.01 839,703 : 0.19 i 0 C0 0 ¢ 0
Vice General Manager | Republic of China | Chang, Yao-Han | Male | 2015.10.07 | 190,000 { 004! 0 . 0 | 0 | 0
Vice General Manager | Republic of China | Wei, Hao-San | Male | 20151007 | 749,732 1 017{ 0 { 0 { 0 | 0
Vice General Manager  Republic of China | Chang, Chen-Te | Male @ 2020.04.15 '@ 254,880 : 006 : 0 ' 0 : 0 ' 0
Vice General Manager | Republic of China | Hsu, Chia Chih | Male | 2020.10.01 | 54000 {001 0 { 0 { 0 | 0
Vice General Manager | Republic of China | Chesnr;g;“g' | Male | 20201001 | 106000 {002 0 {0 { 0 |0
Vice General Manager | Republic of China | ~ Zhuo, Yi-Li | Male | 20201001 i 15000 i{0003; O { 0 { 0 | 0
. . ! Wang, Ching- | :
Vice General Manager | Republic of China : Der i Male : 2020.10.05 : 0 b0 0 b0 0 ¢ 0
Assistant Vice General g blic of China | 129 S b peale | 20171115 ¢ 27000 (0011 0 0 i 0 o0
Manager ' ' Chuen ' ' ' ' ' ' ' '
Assistant Vice General 1 p 1 of China | Su, Yu-Chen | Male | 20200806 | 30000 001 0 0 ‘i o !0

Manager

| Assistant Vice General Manager, PRIMAX

! Institute of Accounting, National Cheng Kung University
! Assistant General Manager, Finance Department, Lian Hwa Foods Corp.

Note 1:

Note 2:

Note 3:
Note 4:

Note 5:

Primax Tech.(Cayman Holding) Ltd. Director; Polaris Electronics, Inc. Director; Destiny Tech Holding Co., Ltd. Director; Primax Ind. (Cayman
Holding) Ltd. Director; Primax Ind (HK) Ltd. Director; DongGuan Primax Electronic & Telecommunication Products Ltd. Chairman; Primax
Electronics. (KunShan) Co., Ltd. Chairman; Primax Electronics (ChongQing) Co., Ltd. Chairman; Beijing Destiny Electronic Technology Co.,
Ltd. Chairman; Primax Destiny Co., Ltd (Japan) Director; Representative of Institutional Director of Diamond (Cayman) Holdings Ltd.;
Representative of Institutional Director of Tymphany Worldwide Enterprises Ltd.; Alpine Asia Investment Limited Director; Tymphany
Logistics, Inc. Director; Tymphany Acoustic Technology (Huizhou) Co., Ltd. Chairman; Tymphany Acoustic Technology Limited Director;
Tymphany Acoustic Technology (Thailand) Co., Ltd. Director; Primax AE (Cayman) Holdings Ltd. Director; Primax Electronics (SINGAPORE)
PTE.LTD. Director; Primax Electronics(Thailand) Co.,Ltd. Director.

Representative of Institutional Director of Tymphany Worldwide Enterprises Ltd.; Tymphany Acoustic Technology Limited Director;
Tymphany Acoustic Technology (Thailand) Co., Ltd. Director; Primax Electronics (SINGAPORE) PTE. LTD. Director; Primax Electronics (Thailand)
Co., Ltd. Director.

Polaris Electronics, Inc. Director; Gratus Technology Corp. Director.

DongGuan Primax Electronic & Telecommunication Products Ltd. Supervisor; Primax Electronics. (KunShan) Co., Ltd. Supervisor; Primax
Electronics (ChongQing) Co., Ltd. Supervisor; Beijing Destiny Electronic Technology Co., Ltd. Director; Primax Destiny Co., Ltd (Japan)
Director; Primax Technology (Cayman Holding) Ltd. Director; Primax Ind. (Cayman Holding) Ltd. Director; Representative of Institutional
Director of Diamond (Cayman) Holdings Ltd.; Tymphany Worldwide Enterprises Ltd. Director; Tymphany Acoustic Technology (Huizhou)
Co., Ltd. Supervisor; Dongguan Tymphany Acoustic Technology Co., Ltd. Supervisor; Dongguan Dongcheng Tymphany Acoustic Technology
Co., Ltd. Supervisor; Tymphany Acoustic Technology Limited Supervisor; Primax AE (Cayman) Holdings Ltd. Director.

Primax Destiny Co., Ltd (Japan) Supervisor.

Note 6:
Note 7:
Note 8:

Note 9:

Primax Destiny Co., Ltd (Japan) Director and Beijing Destiny Electronic Technology Corporation Director.

The date of appointment is based on the base date of merger of former PRIMAX.

DongGuan Primax Electronic & Telecommunication Products Ltd. Director and General Manager; Primax Electronics. (KunShan) Co., Ltd.

Director and General Manager; Representative of Institutional Director of Primax Electronics (ChongQing) Co., Ltd. and General Manager;

Beijing Destiny Electronic Technology Co., Ltd. Supervisor.

Description of the reasons, reasonableness, necessity, and response measures where the Chairman and the General Manager are same

person:

1. Reasons and necessities: In response to rapid changes in the industry, more long-term technology development strategies and
investments as well as a global layout are required; thus, it is necessary to maintain this model temporarily.

2. Reasonableness: Mr. Liang, Li-Sheng is the original founder of the Company. He had also served as the General Manager of the
Company for a long time. With more than 40 years of experience in the industry, he has a very complete grasp of the industry and the
Company.

3. Response measures:

(1) More than half of the Directors of the Board of Directors do not serve as employees or managerial officers concurrently, and the
number of Independent Directors have been increased to strengthen the structure of the Board of Directors.

(2) Considering the needs for long-term corporate governance, the Board of Directors has passed a succession plan and is actively
training candidates for the succession of the General Manager, and will appoint a candidate as the General Manager at an
appropriate time according to actual needs.
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3. Remuneration paid to Directors, Supervisors, General
Managers, and Vice General Managers during the most
recent year

(1) Remuneration paid to directors in the most recent year (2020)
Unit: NT$1,000/thousand shares

. . irectors who are also employees . .
Ratio of total remuneration s Ratio of total remuneration

Business Expense GrEiC) RS ry, Employee Bonus (G) RGNt Compensation paid
3 q 0 i ()
IRE e (YN EiR4) (Note 6) Coltet) Allowances (E) ) (Note 3) income (%) (Note 1) to directors from an

consolidated
financial financial financial
statements statements statements

consolidated consolidated

consolidated consolidated consolidated consolidated consolidated Company

Company Company Company

financial financial financial financial financial
statements statements statements statements statements

invested company other
All companies All companies All companies All companies All companies All companies All companies All companies than the Company's
listed in the listed in the listed in the listed in the listed in the listed in the listed in the nc listed in the subsidiaries or parent
The The The The The company
Company

Chairman and

i Liang, Li-Sheng | 8456 | 8,456 H 0 H 0 . 6822 6,822 H 0 , 0 . 080 0.80 1 . 5787 5,787 H H 0 : 0 H 0 H 0 H 0 H 1.10 H 1.10 H 0
General Manager ' ' ' ' ' ' ! ! ! ! ! i i ' j : i : 1 1 ' i
Directors E Yang, Chi-Ting E E E E 3 E E E E E E E E 2 2 E E E E E E E
Directors E Pan, Yung-Chung i i i i i i i 3 i i i i i i i 3 i i i i i i

------------------ et T B 0 [ 0 ' 14200 ' 14200 ! 0 ! 0 L074 . 074 | . 16720 | 16720 ; 0 | 0 : 0 0 0 : 0 : 0 poorer 1.61 i 0
Director and General | | | | | i | i : | | H | | | | ' i | | | | 1
Manager of Business i  Pan, Yung-Tai | | i i : 1 | | i i i i i i 1 . 1 H | 1 1 1
Department | i 5 i i i 5 5 i i i i i i i i E i i i i i i
Independent Director 3 Ku, Tai-Chao E E E E 3 3 E E E E E E E E 2 E E E E E E E
Independent Director i Cheng, Chih-Kai i i i i i i 3 3 i E i E E i i E i i i i i i

------------------ et S 0 o0 0 ¢ 15300 ¢ 15300 1 413 413 1082 ' 082 o0 0 o0 0 ' 0 ! 0 ! 0 ! 0 L 082 0.82 ' 0
Independent Director ' Wu, Chun-Pang ! ' ' ! ' ' ' ' ' ! ! ' : : ' i | | | | i i

'
------------------ Hmm ey
'
'
'

Independent Director Wang, Jia-Qi E

1. Please state the policy, system, standard and structure of the remuneration payment for independent directors, and state the relevance to
the amount of remuneration based on the responsibilities, risks, and time invested:
The remuneration policy, system, standard and structure of independent directors are handled in accordance with the "Independent
Directors Remuneration Plan" approved by the board of directors. The remuneration of independent directors is a fixed monthly payment.
The total annual remuneration shall not exceed 2% of the annual profit as stipulated in the company's articles of association as the Name of Director

proportion of director's remuneration. The relevant rationality has been reviewed by the Salary and Compensation Committee and the el o Gl > el o el P
Board of Directors, and is subject to actual operating conditions and related The law reviews the remuneration system in a timely manner otallof (AFECHD) otallof(AFBCHDHERRSC)

in order to strike a balance between the company's sustainable operation and risk control. . _ . A CERTEREES T ———_—
2. Except as disclosed in the above table, the remuneration received by the directors of the company for providing services to all companies Range of remuneration paid to directors listed i,r)1 the st i’rJ1 the
in the financial report (such as serving as a consultant for non-employees, etc.) in the most recent year: None. The Company e The Company T
financial financial
Note 1: The net income of the Company for 2020 was NT$1,919,265 thousand. statements SelETans
Note 2: Refers to the earnings distribution proposal in the most recent year (2020) resolved by the Board (February 26, 2021); the remuneration i ] ) ' ) - i - ) ) -
distributed to directors amounted to NT$36,322 thousand; the amount to be distributed in the current year is estimated based on the Less than NT$1,000,000 Chen, Jie-Chi i Chen, Jie-Chi Chen, Jie-Chi Chen, Jie-Chi
ion of th Ily distri I L IS o A A T P N N S
proportion of the émoun‘t a?tua‘ v dlstrlbuted- ast year . NT$1,000,000 (inclusive) to 2,000,000 (not inclusive) Wang, Jia-Qi : Wang, Jia-Qi Wang, Jia-Qi Wang, Jia-Qi
Note 3: Refers to the earnings distribution proposal in the most recent year (2020) resolved by the Board (February 26, 2021); the remuneration Tl O s O VO

distributed to employees amounted to NT$72,645 thousand; the amount to be distributed in the current year is estimated based on the
proportion of the amount actually distributed last year.
Note 4: The remuneration to the Chairman is proposed by the Human Resource Department based on the considerations for the competitive NT$2,000,000 (inclusive) to 3,500,000 (not inclusive)
environment and operational risks and in lin with the corporate management policy and bonus plan and then is sent to the Board of
Directors for resolution after the Remuneration Committee evaluates the performance results and approves the proposal.

Pan, Yung-Tai; Pan, Yung-Tai;
Pan, Yung-Chung; Pan, Yung-Chung;

I Pan, Yung-Chung;
Yang, Chi-Ting; : Yang, Chi-Ting;

Yang, Chi-Ting;
Ku, Tai-Chao;
Wu, Chun-Pang

Pan, Yung-Chung;
Yang, Chi-Ting;
Ku, Tai-Chao;

Ku, Tai-Chao; Ku, Tai-Chao; Wu, Chun-Pang

Wu, Chun-Pang Wu, Chun-Pang

Note 5: The net income before the remuneration to employees and directors is deducted in 2020 is NT$2,332,009 thousand, and the proportionof "7 "~ S P T T I e b e b s |
remuneration to directors is 1.56%. After being approved by the Remuneration Committee, the remuneration proposal is submitted to the NT%35900_00 (|_nc|u§|ve)_to 5_009000_ (no:clncl_usw?)_ Cheng Ch'_h KmQEheng_ Chlh _Kal _Che:rjg Ch_lh Kal_ C_heng Fhlh _K_al
Board of Directors; then, the remuneration is distributed after the resolution is adopted at the shareholders' meeting. NT$5,000,000 (inclusive) to 10,000,000 (not inclusive) R R - R
Note 6: Reimbursement of meals, accommodation, and transportation is based on actual expenses. TS o oo oooooooooooooooooooooooooooooooooooo
NT$10,000,000 (inclusive) to 15,000,000 (not inclusive) - - - -
. . . . . - . - Liang, Li-Sheng; Liang, Li-Sheng;
NT$15,000,000 (inclusive) to 30,000,000 (not inclusive) Liang, Li-Sheng : Liang, Li-Sheng Pan, Yung-Tai Pan, Yung-Tai
NT$30,000,000 (inclusive) to 50,000,000 (not inclusive) - - - -

NT$67,698
thousand

NT$67,698
thousand

' '
+ +
' '
' '
' '
' '
+ +
' '
' '
' '
' '
' '
' '
' '
' '
' '
' '
' '
' '
' '
' '
+ +
' '
' '
' '
' '
+ +
v '
' '
' '
B +
' '
' '
' '
' '
' '
' '
+ +
' '
' '
' '
' '
+ +
' '
' '
' '
' '
+ +
' '
' '
' '
' '
' '
' '

- -CEEES ____EEEE ______ SRR ___ R ____________EEEEh____
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'

NT$45191 |  NT$45,191
thousand  :  thousand
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(2) Remuneration paid to the General Manager and Vice General Managers in the
most recent year (2020)

Unit: NT$1,000 / thousand shares

ReES Profit Sharing rz?ﬁﬁnoefrggg Compensation
Salary (A) Pension (B) Allowances (C) Employee Bonus (D) (A+B+C+D) to net ) paid to
(Note 1) income (%) (Note 2) directors from
Income (o an invested
All All All h All companies listed All company
i i i The ies | other than the
companies companies companies . companies U
listedinthe | The |listedinthe | The | listedinthe pany listed in the | Company's

subsidiaries

or parent
company

Company |consolidated | Company | consolidated | Company | consolidated Company | consolidated
financial financial financial Cash | sto Stock financial
statements statements statements statements

Chairman and General |

Manager Liang, Li-Sheng :

Genera] Manager of ' Kuo, You-Min !

Operations , I

Director and General | i

Manager of Business | Pan, Yung-Tai |

Department i 1

Senior Vice General ' Hsiao, Yin-Yi

Manager . I

Vice General Manager; Wei, Hao-San |

Vice General Manager | ]

(Note 3) : Cho, Yu-Shan '

Senior Vice General | i

Manager (Note 4) | Chou, Yen-Chou N
__________________ N one

Vice General Manager ; Chang, Yao-Han |

,,,,,,,,,,,,,,,,,, PR

2
Vice General Manager |

(Note 5) i Chen, Ying-Shou

Vice General Manager
(Note 6)

Vice General Manager
(Note 7) .

Vice General Manager
(Note 8)

Vice General Manager | . |
(Note 9) + Wang, Ching-Der '

527% . 531%

o
o

| 67,805 | 67,805 0.0

o
o

______________ . 33250 . 34,070

Note 1: Refers to the most recent year's (2020's) earnings distribution proposal approved by the Board of Directors (February 26, 2021) to distribute
remuneration to employees totaling NT$72,645 thousand. As of the publication date of this report, the remuneration paid to the General Manager
and Vice General Managers has not been discussed by the Remuneration Committee; thus, the amount to be distributed in the current year is based
on the proportion of the actual amount distributed last year.

Note 2: The net income of the Company for 2020 was NT$1,919,265 thousand.

Note 3: Resigned on May 1, 2020

Note 4: Promoted to Senior Vice General Manager on October 1, 2020

Note 5: Promoted to Vice General Manager on October 1, 2020

Note 6: Promoted to Vice General Manager on October 1, 2020

Note 7: Promoted to Vice General Manager on October 1, 2020

Note 8: Promoted to Vice General Manager on April 1, 2020

Note 9: Newly appointed as Vice General Manager on October 5, 2020

Name of General Manager and Vice General Managers

Range of remuneration paid to the General Manager T - -
and Vice General Managers The Company All Compaf?:'le;w'é?;fl:t;;:;ﬁﬁt?50|Idated

Less than NT$1,000,000 Wang, Ching-Der; Cho, Yu-Shan Wang, Ching-Der; Cho, Yu-Shan

NT$3,500,000 (inclusive) to 5,000,000 (not inclusive) ' Chang, Yao-Han; Hsu, Chia Chih; Zhuo, Yi-Li | Chang, Yao-Han; Hsu, Chia Chih; Zhuo, Yi-Li

. . . . f Liang, Li-Sheng; Wei, Hao-San; i Liang, Li-Sheng; Wei, Hao-San;
NT$5,000,000 (inclusive) to 10,000,000 (not inclusive) ! Chang, Chen-Te; Chang, Ching-Kai ! Chang, Chen-Te; Chang, Ching-Kai
NT$10,000,000 (inclusive) to 15,000,000 (not inclusive) ! Pan, Yung-Tai; Chou, Yen-Chou; 1 Pan, Yung-Tai; Chou, Yen-Chou;

! Hsiao, Yin-Yi : Hsiao, Yin-Yi
NT$15,000,000 (inclusive) to 30,000,000 (not inclusive) Kuo, You-Min Kuo, You-Min
NT$30,000,000 (inclusive) to 50,000,000 (not inclusive) - : -
NT$50,000,000 (inclusive) to 100,000,000 (not inclusive) ! - ! -
More than NT$100,000,000 ; - j -
Total ' NT$101,055 thousand NT$101,875 thousand

2020 Annual Report '

(3) Names of managerial officers who receive employee remuneration and the

distribution in the most recent year (2020)
Unit: NT$1,000 / thousand shares

Total remuneration
as a percentage of
earnings after tax

(%) (Note 2)

Value of Amount of
Title Shares Cash
(Note 1) (Note 1)

Chairman and General Manager

Director and General Manager of Business
Department

0%

Vice General Manager (Note 7)

Vice General Manager (Note 8)

—

o
o
o

Su, Yu-Chen

Note 1: Refers to the most recent year's (2020's) earnings distribution proposal approved by the Board of Directors (February 26, 2021) to
distribute remuneration to employees totaling NT$72,645 thousand. As of the publication date of this report, the remuneration paid to the
General Manager and Vice General Managers has not been discussed by the Remuneration Committee; thus, the amount to be distributed
in the current year is based on the proportion of the actual amount distributed last year.

Note 2: The net income of the Company for 2020 was NT$1,919,265 thousand.
Note 3: Resigned on May 1, 2020

Note 4: Promoted to Senior Vice General Manager on October 1, 2020

Note 5: Promoted to Vice General Manager on October 1, 2020

Note 6: Promoted to Vice General Manager on October 1, 2020

Note 7: Promoted to Vice General Manager on October 1, 2020

Note 8: Promoted to Vice General Manager on April 1, 2020

Note 9: Newly appointed as Vice General Manager on October 5, 2020

Note 10: Newly appointed as corporate governance officer on August 6, 2020

(4) Separate Comparisons and Descriptions of Total Remuneration, as a Percentage of Net
Income Stated in the Parent Company Only Financial Reports or Individual Financial
Reports, as Paid by the Company and All Other Companies Included in the Consolidated
Financial Statements During the Past 2 Fiscal Years to Directors, Supervisors, the General
Manager, and Vice General Managers, with Analysis and Description of Remuneration
Policies, Standards, and Packages, Procedure for Determining Remuneration, and its
Linkage to Operating Performance and Future Risks

1. Analysis of total remuneration of Directors, Supervisors, General Manager and Vice General Managers as a

percentage of net income during the past 2 fiscal years:

Ratio of total remuneration to net income (loss) after tax
Personal Status 2019 2020
The Company

Directors | 3.00% ; 3.00% 3.53% 3.53%
Supervisors § N/A ; N/A § N/A , N/A
General Manager/Vice General Managers 5.66% 5.66% 527% 531%
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2. Th

e remuneration policies, standards, and packages, the procedure for determining remuneration, and its

linkage to operating performance:

(M

The Company's remuneration to Directors includes Directors' compensation and bonuses. The
remuneration to Directors is stipulated in the Company's Articles of Association. No more than 2% of profit,
if applicable, shall be allocated as remuneration to Directors. After the Remuneration Committee approves
the remuneration proposal, it shall be submitted to the Board of Directors for resolution and reported to
the shareholders' meeting; Reasonable remuneration shall be given based on the Company's operating

2020 Annual Report '

Title Name Attendance Actual attendance Remarks
in Person B proxy rate (%) (B/A)

Independent Director Cheng, Chih-Kai 100
Independent Director ' Wu, Chun Pang 13 0 100
Independent Director ! Wang, Jia-Qi 13 P00 100

Other matters:
1. With regard to the operation of the Board of Directors, if any of the following circumstances occur, the date, term of the meetings, content

results and sustainable development as well as Directors' contribution to the Company's performance and
the results of the Board's performance evaluation. The remuneration to the Chairman shall be proposed
by the Human Resources Department in view of the competitive environment and operational risks and in
line with the corporate management policy and bonus plan, and then is sent to the Board of Directors for
resolution after the Remuneration Committee evaluates the performance results and approves the proposal.
Such performance evaluation and the reasonableness of remuneration are reviewed by the Remuneration
Committee and the Board of Directors. The remuneration system is also reviewed constantly based on
actual business operations and applicable laws.

(2) The remuneration policy for the General Manager and Vice General Managers of the Company is proposed
by the Human Resources Department based on the position held, the operating scale, the competitive
environment, the salary standard in the industry, the Company's overall operating performance, and
individual performance achievement rate and in line with the corporate management policy and bonus
plan; after evaluated and approved by the Remuneration Committee, the proposal is sent to the Board of
Directors for resolution. The remuneration consists of fixed salary and variable rewards. The fixed salary
is the basic salary of employees, and the variable rewards are mainly linked to the Company's (or various
business units') operational performance and strategic goal achieving status, and there are short-term
and long-term incentives, deferred compensation, and peer company comparison mechanisms, to avoid
risks caused by managerial officers' excessive pursuit of short-term benefits, to effectively guide long-term
business performance, and to increase the Company's value. The main operating performance and strategic
objectives covered include but are not limited to:

a. Revenue, gross profit, net income, free cash flow, return on invested capital, productivity, earnings per
share (EPS), and return on shareholders' equity (ROE).

b. Achieving specific strategic goals for specific important technologies, products, clients, and markets
within a specified period.
c. Other major strategic objectives related to the sustainable development of the Company.

The aforementioned performance evaluation and reasonableness of the remuneration to the General
Manager, Vice General Managers, and managerial officers are all reviewed by the Remuneration Committee
and the Board of Directors, and the remuneration system is reviewed at any time according to the actual
operating conditions and relevant laws and regulations.

4. Status of Corporate Governance

(1) Operations of Board of Directors

In 2020 (10 times) and 2021 (3 times) as of the publication date of this Annual Report, the Company's Board
of Directors held a total of 13 meetings (A); the attendance of the Directors and Supervisors is as follows:

Title Name Attendance Actual attendance Remarks
in Person B proxy rate (%) (B/A)

Chairman Llang, Li-Sheng 100

Directors UYang, ChiTing —————— ié —————— o1oo ________ ''''''''''''''''''''''
Directors UPan YungTa TR 923 T
Directors !Pan, YungChung P o 0 P
""""""""""""""""" T Resignedon

Directors  RepresertatvesChensiechi | 0 1 O | 0 requred pumber

+ of attendances: 0
Independent Director | Ku, Tai-Chao T T T T

of motions, all independent directors’ opinions and the Company's handling of such opinions shall be specified:

(1) The matters listed in Article 14-3 of the Securities and Exchange Act: As of the date of publication of the Annual Report, the resolutions
of the Company's Board of Directors were approved by all the directors present.

(2) In addition to the aforementioned matter, other resolutions at the Board meetings about which independent directors expressed
objection or reservations, which are recorded on the record or in a written statement: None.

2. For avoidance of any resolution involving a director's conflicts of interest, the director's name, the content of the resolution, the reason

for the avoidance of conflicts of interest, and participation in voting shall be specified: The Company's Directors attendance at meetings

encountered no problem and participated in voting based on their powers and responsibilities; the following is the implementation of

avoidance of proposals involving personal conflicts of interest:

(1) On January 16, 2020, for the first proposal discussed by the Board of Directors on 2019 bonus distribution to the Company's senior
managerial officers, Director Pan, Yung-Tai was a party involved in this proposal, and Director Pan, Yung-Chung avoided this proposal
and did not participate in the discussion and voting; for the second proposal for annual bonus to the Chairman, the Chairman did not
participate in the discussion and voting to avoid conflicts of interest.

(2) On March 10, 2020, for the 11th proposal discussed by the Board of Directors on 2020 bonus plan for senior executives and important
leaders, Director Pan, Yung-Tai was a party involved in this proposal, and director Pan, Yung-Chung avoided this proposal and did
not participate in the discussion and voting; for the 12th proposal for 2020 Chairman's performance standards and bonus plan, as the
Chairman was the main party discussed, he did not participate in the discussion and voting to avoid conflicts of interest.

(3) On July 30, 2020, for the second proposal discussed by the Board of Directors on the Company's first distribution of new restricted
employee shares in 2020. Director Pan, Yung-Tai was a party involved in this proposal, and Director Pan, Yung-Chung avoided this
proposal and did not participate in the discussion and voting.

(4) On November 6, 2020, for the eighth proposal discussed by the Board of Directors on the Company's adjustment to senior managerial

officers' salary in 2020. Director Pan, Yung-Tai was a party involved in this proposal, and Director Pan, Yung-Chung avoided this proposal

and did not participate in the discussion and voting.

On January 22, 2021, for the 12th proposal discussed by the Board of Directors for 2020 second distribution of restricted employee

shares, Director Pan, Yung-Tai was a party involved in this proposal, and Director Pan, Yung-Chung avoided this proposal and did

not participate in the discussion and voting. For the 13th proposal to distribute bonuses to the Company's senior managerial officers,

Director Pan, Yung-Tai was a party involved in this proposal, and Director Pan, Yung-Chung avoided this proposal and did not participate

in the discussion and voting. For the 14th proposal to distribute bonuses to the Company's Chairman, the Chairman was the main party

discussed, he recused himself from the discussion and voting to avoid the conflicts of interest.

On March 16, 2021, for the third proposal discussed by the Board of Directors for a bonus plan for senior executives and important

leaders and the fourth proposal for 2020 annual senior managerial officers' salary survey report and 2021 annual salary adjustment,

Director Pan, Yung-Tai was a party involved in this proposal, and director Pan, Yung-Chung avoided said proposals and did not

participate in the discussion and voting; for the fifth proposal for the Chairman's 2021 performance standards and bonus plan, as the

Chairman was the main party discussed, he recused himself from the discussion and voting to avoid the conflicts of interest.

G
2
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. Goals for strengthening the functions of the Board of Directors (such as establishing an Audit Committee and enhancing information

transparency) in the current and the most recent fiscal year and assessing implementation thereof.

(1) Goals for strengthening the functions of the Board of Directors

A. The Company has established a Remuneration Committee under the Board of Directors on January 12, 2011 upon approval of
the Board of Directors and appointed members of the Remuneration Committee in accordance with Article 5 of the Company's
Remuneration Committee Charter. On March 10, 2020, the amendments to the Remuneration Committee Charter were approved so
as to strengthen the functions of the Board of Directors.

B. The Company has set up an Audit Committee on July 7, 2015 upon approval of the Board of Directors and appointed members of the
Audit Committee in accordance with Article 4 of the Company's Audit Committee Charter. On March 10, 2020, the amendments to the
Audit Committee Charter were approved so as to strengthen the functions of the Board of Directors.

C. The Company has established a Nomination Committee under the Board of Directors on March 7, 2017 upon approval of the Board
of Directors and appointed members of the Nomination Committee in accordance with Article 4 of the Company's Nomination
Committee Charter. On March 18, 2019 and November 6, 2020, the amendments to the Nomination Committee Charter were
approved by the Board of Directors so as to strengthen the functions of the Board of Directors.

D. On March 28, 2019, a resolution of the Board of Directors was adopted to formulate the Company's Standard Operating Procedures
for Handling Directors' Requests, to assist Directors in performing their duties and enhance the effectiveness of the Board of Directors.

E. Implementation of corporate governance and improvement of information transparency: The Board of Directors operate in
accordance with the Rules of Procedure for Board of Directors Meetings. In order to improve the supervision function and strengthen
the management function, the amendments to the Rules of Procedure for Board of Directors Meetings were approved by the Board of
Directors on March 10, 2020, based on which the Company's Board of Directors is convened adequately.

F. The Company's Board of Directors resolved to pass the formulation of the Regulations on the Scope of Duties of Independent
Directors on July 2, 2007. On November 14, 2017 and November 6, 2020, the amendments to the Regulations on the Scope of Duties
of Independent Directors were approved, to enable the Company's independent directors to perform their functions for the Board of
Directors and the Company's operations so as to strengthen the functions of the Board of Directors.

G. Directors' further training: The Company arranges further training sessions for Directors to obtain relevant information in order to
maintain their core values and professional advantages and capabilities.

H. The Company's Board of Directors has passed a resolution on January 25, 2016 to establish the Company's Corporate Governance Best
Practice Principles. To protect shareholders' rights and interests. On May 7, 2020, the amendments to the Corporate Governance Best
Practice Principles were approved to strengthen the functions of the Board of Directors and enhance information transparency.

Assessment of the implementation: The Company upholds the principle of operational transparency and posts important resolutions on

the Market Observation Post System (MOPS) right after a Board meeting to protect shareholders' rights.

@
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(2) Operations of the Audit Committee or Supervisors' participation in the
operations of Board meetings:
1. The Company's Audit Committee consists of four members. This current term of office is from June 12, 2018 to
May 29, 2021.
2. There were five meetings (A) of the Audit Committee in 2020 and plus two meetings held as of the publication
date of this Annual Report in 2021; the Audit Committee of the Company held a total of seven meetings. The
attendance of independent directors is as follows

Attendance in Person (B) | Actual attendance rate (%) (B/A)

Independent Director Ku, Tai-Chao 100
'"iaagggaaga;'s1;g;;;;"3‘"eh'e';‘;,j'c"h}fK;."‘3"""""""7‘ """""""""" P 00 T
IndependentDirector | Wy, Chun-Pang | 7 P 0o P
IndependentDirector | Wang,Ja-Qi | 7 o 0o o

Other matters:
1. If the Audit Committee has any of the following circumstances, the date, session, proposal content, the resolution of the Audit Committee and
the Company's response toward the Audit Committee's opinions shall be specified.
(1) Matters listed in Article 14-5 of the Securities and Exchange Act: As of the publication date of of this Annual Report, the resolutions of the
Audit Committee of the Company were approved by all Audit Committee members present.
The following are the Committee's operation and implementation results:

nghllght of
m Actual Operating Situation and Content of Proposal Resolution

. Resolved to approve the 2020 and 2019 business report and financial statements.

Appropriate 2. Resolved to approve the 2020 and 2019 consolidated financial statements.
ppropr 3. Communicated with CPAs on the results of the financial statements audit and updated Approved by
4 expressions of the ) lati i b
" Company's financial important regulations. ‘ ‘ - all members
4. Resolved to approve the proposal to submit a report on the Company's and its affiliated present

statements companies' accounts receivable overdue for three months to the Board of Directors to

revolve whether they belonged to the loaning of funds on August 6, 2020.

Appointment Approved by

(and dismissal), 1. Resolved to approve the regular assessment of the independence of CPAs on November 6,
2. . all members
" independence, and 2020. resent
performance of CPAs. P
Effective
implementation of the 1. Resolved to approve t'he Statement on Internal Control on March 10, 2020. Approved by
3. C ot 2. Reported on the revision of the financial statement preparation process management on | all members
ompany's internal
February 26, 2021. present
control
The Company's 1. Resolved to approve the amendments to the Audit Committee Charter on March 10, 2020. Approved by
4. compliance with 2. Resolved to approve the partial amendments to the "Operational Procedures for Ethical | all members
relevant laws and rules Management and Guidelines for Conduct" on April 8, 2020. present
Management and 1. Perform internal control every year to self-assess operations and identify risks. Approved by
control of the : : : .
5. C N 2. Formulate an annual audit plan based on the level of risk, which shall be implemented all members
ompany's existing or . . .
) accordingly, and various 2020 annual audit tasks shall be completed. present
potential risks
Performance of the 1. The audit officer attends the meeting every quarter to report on the audit operations and Approved by
6. Company's Internal the implementation results of the audit plan while bringing up findings of materiality. all members
Audit Department 2. Resolved to approve the 2021 annual audit plan on November 6, 2020. present
1. Resolved to approve the 2019 earnings distribution proposal on April 8, 2020. Approved by
7. Others 2. The Company proposed to increase the capital of Primax Electronics (Thailand) Co., Ltd. in  all members
cash through Primax Electronics (Singapore) Pte. Ltd. present

(2) Except for the aforementioned matters, other resolutions which were not approved by the Audit Committee but approved by two-thirds of
all Board of Directors members: None.
2. With regard to the recusal of Independent Directors from voting due to conflicts of interest, the name of the Independent Directors, the
proposal content, reasons for recusal due to conflicts of interest, and voting outcomes shall be specified: None.
3. The communication between Independent Directors and internal audit officer, and CPAs
(1) The Company's internal audit officer regularly reports at the meeting of the Audit Committee to the Independent Directors the
auditing results and its follow-up. It is required that the auditing report for the meeting contain the risk level for identification and that
a presentation on internal audit be given at the Audit Committee meeting based on the risk attributes of the operational cycle. The
suggestions made by the Independent Directors have been implemented immediately, and the execution of the audit business and results
have been fully communicated.
The Company's CPAs report the results of the financial report audit or review and other matters communicated as required by relevant
laws and regulations with Independent Directors. Before performing an audit of the 2020 annual financial statements, the CPAs had
explained and discussed the significant accounting policy and key matters to be audited with Independent Directors. Both the Company's
Independent Directors and CPAs have maintained good communication.
In order to facilitate the implementation of the corporate governance mechanism, the Audit Committee reported the situation of the
Company's restatement of financial reports on March 10, 2020 ; reported on the improvement plan and schedule on November 6, 2020,
and reported on the amendments to the report preparation process management operations on February 26, 2021. And reported it to the
Board of Directors on March 10, 2020 ; November 6, 2020, ; February 26, 2021 as required.

S
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3. Evaluation of the performance of the Board of Directors
The Company has formulated the Board Performance Evaluation Regulations to conduct board performance
evaluation in December each year, and external evaluation of board performance shall performed at least every
three years.
According to the aforementioned regulations, the measurement items of the performance evaluation shall
cover at least the following aspects:

Aspects the ! Five major aspects: ! Six major aspects: ! Five major aspects:

measurement ! 1. Participation in the Company's | 1. Management of the goals and 1. Participation in the Company's
items shall at operations; ' missions of the Company; operations;
least cover 2. Improvement of the quality of :2. Awareness of Directors' duties; 2. Awareness of functional

committees' duties;

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

4. The composition of the
functional committees and the
election of their members;

1 5. Internal control.

the Board's decision-making;

3. Composition and structure of
the Board;

4. Election and continuing
education of the Directors;

5. Internal control.

3. Participation in the Company's
operations;

4. Management of internal
relationship and communication;

5. The Director's professionalism
and continuing education;

6. Internal control.

The evaluation results are divided into five levels, and the executive unit will also report the evaluation results to
the Board of Directors for review and improvement.

Level content description

Improvement Significant
required improvement
required

Excellent Fair

Failure to comply with
best practices at an practices at a domestic laws or laws and regulations
international standard domestic standard general standards or general standards, With severe

of corporate of corporate but not at a deficiencies
governance. governance. significance
level

In line with In line with best In line with

In accordance with the aforementioned regulations, the Company's board evaluation scope covers the board as
a whole, individual directors, and functional committees (the Audit Committee and the Remuneration Committee).

The performance evaluation methods include self-evaluation of the Board of Directors, self-evaluation of the
Directors, appointment of external professional institutions or experts, or other appropriate methods.

The internal evaluation of the board performance in 2020 was carried out in accordance with the
aforementioned regulations. Evaluation unit: Finance and Administration Division. The evaluation was conducted
through questionnaire. The results of the performance evaluation of the board, Directors, the Audit Committee and
the Remuneration Committee, were all between excellent and extremely excellent. The Directors obtained an average
score of 4.96 points at excellent level (agree)-5 points extremely excellent level (strongly agree) for various indicators
in the questionnaire, showing that the directors recognized the complete functions and smooth operations of the
current system of the Company's Board of Directors in charge of various functional committees.

The Company’s most recent external evaluation was conducted by KPMG Advisory Services Co., Ltd. (KPMG) as
the external unit of evaluating the Company's board performance. Because it is an external professional organization
in line with Article 7 of the Sample Template of "Self-Evaluation or Peer Evaluation of the Board of Directors of XX
Co., Ltd.", the services provided by KPMG included organizing relevant education and training courses for the board,
improving corporate governance, risk management, internal control, and internal auditing, etc. Its evaluation team is
of Independence and professionalism.

KPMG completed the evaluation in December 2020 in accordance with the best practice development tools
for performance evaluation at home and abroad. The evaluation method combined data analysis, questionnaire, and
interview.
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The measurement items include the following aspects: Deviations from
- - - - - Implementation status the Corporate
Scope Board of Directors Board members Audit Committee Remuneration Committee Governance Best

2027, and 30% or more during 2030 and 2033. The Company's
implementation of the Board diversity policy is described as
follows: The Company's Board of Directors currently has a

total of eight Directors, including four independent directors
(accounting for 50%), of which two independent directors have
served for fewer than three years, another one for four to six
years, the remaining one for nine to twelve years. There are seven
male Directors (accounting for 87.5%) and one female Director
(accounting for 12.5%). Besides, there is two Directors aged 71-75
(accounting for 25%), another five aged 61-70 (accounting for
62.5%), and another one aged 51-60 (accounting for 12.5%). It is
composed of different age groups, and the gradual alternation of
generation is taking place.

In terms of the professional background which the Directors

are from, all of them (eight in total) have knowledge of the
industry and management (accounting for 100%), one of them is
specialized in R&D (accounting for 12.5%), another two of them
are from the marketing background (accounting for 25%), and
another three of them have a specialty in finance (accounting for
37.5%). As for professional knowledge and skills possessed by
Directors, all of them (eight in total) have the knowledge and skills
to lead decision-making and business management (accounting
for 100%), six of them are specialized in risk management
(accounting for 75%), three of them in information technology
(accounting for 37.5%), five of them in financial accounting
(accounting for 62.5%) and two of them possess legal knowledge
and skills (accounting for 25%).

The results of the external comprehensive performance evaluation and the internal performance evaluation above
were submitted to the Board of Directors on January 22, 2021.

The Company's Board Performance Evaluation Regulations have been disclosed on the MOPS and the Company's
website.

(3) Corporate Governance Implementation Status and Deviations from the Corporate
Governance Best Practice Principles for TWSE/TPEX Listed Companies and Reasons
Thereof

Deviations from
Implementation status the Corporate
Governance Best
Practice Principles
for TWSE/TPEx
Listed Companies
and reasons
thereof

Evaluation item

Description

I. Does the Company establish and disclose its The Company has established the Corporate Governance Best No significant

Corporate Governance Best Practice Principles difference.

| | Practice Principles and disclosed them on the official website and
based on the Corporate Governance Best '

MOPS. i
Practice Principles for TWSE/TPEx Listed :
Companies? :

7T T S et St Evaluationlitem Practice Principles
Measurement 89 measurement items in ' 27 measurement items in . 85 measurement items in i 52 measurement items in for TWSE/TPEX
item nine dimensions : six dimensions ; six dimensions ; five dimensions . Listed Companies
_____________________________________ R Descrlptlon and reasons
. Establishment of a competent Board. ' 1. Alignment of the Company's ‘ 1. Establishment of a competent ‘ 1. Establishment of a thereof
- Effective operation of the Board of goals and tasks. ) oo Audit Committee. }  Ccompetent Remuneration 1. Shareholding structure & shareholders' rights 1 1. The Company has engaged spokespersons and deputy ' No significant
Directors. 1 2. Awareness of Director's duties. ; 2. Effective operation of the  Committee. 1. Has the Company established internal LV | spokespersons. There are share affairs and legal departments set | difference.
. Professional development and 1 3. Professional developmentand |  Audit Committee. 1 2. Effective operation operating procedures to deal with i : i up handling shareholders' suggestions or disputes. i
_ _ continuing education. | continuing educgtlon. ' ‘ 3. Execution of assigned dl{tles. ‘ of the Remuneration shareholders’ suggestions, doubts, disputes, ! ; 1 2. The Company has entrusted a professional share affair agency to
Dimensions [E3 Foresght in corporate ma.nagement. 4. Exe;upon_ of gsygned duties. 4. Establishment of complaint Comm.lttee. ) and litigations, and does the Company : : ! keep abreast of the shareholding status of directors, mangers, and |
. Execution of assigned duties. 1 5. Participation in the Company's |  channels. ' 3. Execution of assigned implement these procedures accordingly? ' ' ' major shareholders. '
- Administration of the management. 1 operations. ) ‘ 5. Relationship with the Board ‘ duties. 2. Does the Company possess a list of its Pvo 1 3. The Company has established relevant guidelines in the internal 1
- Creation of corporate culture. 1 6. Management of internal ;  of Directors. ) 4. Relationship with the major shareholders with controlling power | , ! control system, so as to set up an appropriate risk control "
. Communication Wlth‘ stakeholders. relatlonshlps‘ and 6. Performance evaluation. Board of Directors. ) e vl 25 e uikiimeie ewnams e ihese ' ' ' mechanism and the firewall. '
. Performance evaluation. i communication. 1 1 5. Performance evaluation. major shareholders? . . 1 4. The Company has established management regulations for .
3. Has the Company established, and doesit | v | \ prevention of insider trading using undisclosed information to ]
Results of the external comprehensive evaluation of the board performance in 2020: execute, a risk management and firewall | : ! buy and sell securities. :
L . . . system between the Company and its | i i :
Relevant policies and procedures have been formulated in accordance with relevant laws and regulations and affiliated companies? 5 | 5 5
domestic corporate governance indicators for the Board of Directors and individual Directors. The Board of Directors 4. Has the Company established internal PV : E
are composed of Directors with relevant expertise and capabilities, and appropriate duties were assigned based on their rules against insiders using undisclosed 41 |
| X K X i X X information to trade securities with? l i 0 i
experience to effectively operate the Board and functional committees (the Audit Committee and the Remuneration Y ST IR FRR e P
. . III. Composition and responsibilities of the Board ! ' 1 1. The Company has formulated the Corporate Governance Best '+ No significant
Committee), and the overall evaluation results ranged from good to excellent. of Directors | : | Practice Principles and disclosed the complete information on the ! difference.
The Company’s 2020 Board of Directors' external performance evaluation suggestions for items to be optimized and 1. Has the Board developed, and does it 1 Y11 Company's website and MOPS. Of them, Article 20 stipulates that |
. . . implement, a diversity policy for the ' ' 1 the policy of board member diversity shall include but not limited :
improved in the future: composition of its members? . : | to the following two aspects: :
- . - T - - T - - 2. In addition to the legally-required LY (1) Basic requirements and values: Gender, age, nationality, and |
Board of Directors and individual Directors v Audit Committee ' Remuneration Committee Remuneration Committee and Audit ! ! ! culture. !
1. The Company may refer to the best practices abroad and arrange the annual ! The Company may arrange the . The Company may set the Comrmttee, has the Compa”y voluptarlly ' ' | (2) Professional knowledge af‘d skills: Ffrofessmnal baFkgrounds |
. - I ' established other functional committees? ' ! (such as law, accounting, industry, finance, marketing, or !
work focus in the agenda of the board meeting every year to keep abreast of 1 annual work focus every year  : annual work focus of the : : : . ) : ) . :
; . i i ) . 3. Has the Company formulated Board Vo ' technology), professional skills, and experience in the industry. |
and perform duties more effectively. | to keep abreast of and perform | Remuneration Committee, . . ! ' ! " . . !
- - . oo performance evaluation regulations i ‘ i In addition, to achieve the ideal goal of corporate governance, the |
. 2. The Company may refer to the corporate risk management works of the ' duties more effectively, to ' review items and frequency X . i : i . ) - s 1
Suggestions . . . 1 ' and an evaluation method, and does it ! ' ' entire Board of Directors shall possess the following abilities: '
international standard US COSO Committee and the corporate governance 1 enable the Company to ensure  regularly, and arrange the . i ' ' . : L i
X S } ’ . ' L I conduct performance evaluation annually I (1) Operational judgment capability i
3.0 sustainable development blueprint—promotion of public companies to | the performance of the duties | annual work highlights every ' ' ' . ) . g " !
L : - ' X . ' and regularly, report the results of the i : i (2) Accounting and financial analysis capability. !
conduct optimization, for the corporate risk management mechanism. 1 of the Audit Committee more | year to keep abreast of and . i i ! . 2 i
H i . R performance evaluation to the Board of ' ' ' (3) Business management capability. '
i prudently. 1 perform duties more effectively. - ! ! ! o I~ !
________________________________________________________________________ N S Directors, and use them as a reference for 1 ' i (4) Crisis management capability. '
1. The Company has planned and arranged the annual work plan in the annual | The Company has planned : The Company has planned individual Directors' remuneration as well as : : (5) Industry knowledge. :
agenda to improve execution efficiency. " and arranged the annual work ! and arranged the annual work nomination and renewal terms? ! ! ¢ (6) Aninternational market perspective. '
2. The Company presented a corporate risk assessment report at a meeting of the | plan in the annual agenda to | plan in the annual agenda to 4. Does the Company regularly evaluate the & v i (7) Leadership. ;
INIIENES  Board of Directors in July 2020. In the future, the Company will integrate and | improve execution efficiency. | improve execution efficiency. independence of the CPAs? i (8) Decision-making capability.
plan manage all potential risks that may affect operations and profitability, such as ! ! : The Company attaches great importance to the diversity in !
various strategies, operations, finances, and harmful climate change in an active | . 1 gender composition and set specific stage-based goals for Board |
and cost-effective manner. The purpose is to conduct proper risk management | ! | ! i diversity: The ratio of female or foreign Directors shall reach 10%
for all stakeholders. ; i or more (achieved) before 2021, 20% or more during 2024 and ~ :
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III. Composition and responsibilities of the Board

Evaluation item

Implementation status

Basi

Informa

Deviations from
the Corporate
Governance Best
Practice Principles
for TWSE/TPEx
Listed Companies
and reasons
thereof

No significant

III. Composition and responsibilities of the Board

Evaluation item

2020 Annual Report '

Deviations from
the Corporate
Governance Best
Practice Principles
for TWSE/TPEx
Listed Companies
and reasons
thereof

Implementation status

Description

(1) The main functions of the nomination committee are: No significant

individual directors and functional committees mentioned above
shall be used as a reference for reviewing Directors' remuneration
as well as selecting and nominating Directors.

The Company’s most recent evaluation by an external agency
was the 2020 performance evaluations of the Board of Directors,
individual Directors, and the functional committees (the Audit
Committee and the Remuneration Committee), which were
conducted by Chu, Cheng-Huang, Vice general manager at KPMG
and Huang, Yu-Hsin, Assistant Vice general manager at KPMG.
The evaluation combined questionnaires, data analysis, and
interviews; the evaluation results and the direction of continuous
improvement for 2021 were presented at the meeting of the
Board of Directors held in January 22, 2021.

Company for more than three terms as he has financial expertise
and is familiar with relevant laws and regulations while experienced
in corporate governance. Thus, he is obviously helpful to the
Company's operations, and having him perform his duties as an
independent director enables him to leverage his expertise and to
provide his professional advice to the Board of Directors.

Note 2: For the Company's Board diversity policy, please refer to Article 20
of the Company's Corporate Governance Best Practice Principles.

2. The Company has established a Nomination Committee on
March 7, 2017. In the future, it will also set up other functional
committees according to actual needs.

Nomination Committee

of Directors i 1 1 : difference. of Directors 1 1 | a. Search for qualified directors and senior managers, and difference.
1. Has the Board developed, and does it A ! Category T : 1. Has the Board developed, and does it ! ! ! ropose the lists to the board of directors, include the
P . . . Director Gender | Nationality| Age h P H h | prop
implement, a diversity policy for the ' ' ' < ' implement, a diversity policy for the ' ' ' company's directors, general manager, chief executive
composition of its members? i | H 1 composition of its members? i 1 1 officer, chief financial officer, and directors and supervisors
2. In addition to the legally-required Vo ! Directors | Liang, Li-Sheng | Male ! 2. In addition to the legally-required ' ' ' of important subsidiaries.
Remuneration Committee and Audit | | | Independent  Ku, Tai-Chao 7175 | Remuneration Committee and Audit : : i b. Review the qualifications of the nominated objects, and
p q )
. . ! ! ! - ' Male | ROC. oo . ) ! ! ! : )
Committee, has the Company voluntarily | i . Directors (Note 1) i Committee, has the Company voluntarily | i ' suggest to the board of directors whether replacement is
established other functional committees? ! ! ! Directors | Yang,Chi-Ting | Male = ROC. ! established other functional committees? ! ' ' necessary.
3. Has the Company formulated Board ‘ v ' ' Directors | Pan,Yung-Tai | Male | ROC. ' 3. Has the Company formulated Board . . . c. The committee members include three independent
performance eyaluation regulations . ‘ . . Directors | Pan Yung-Chung| Male | ROC. . performance eyaluation regulations ) direc.tors, Pf which Ku, Tai.—Chao.a.nd Cheng, Chih—Ka.li' have
and an evaluation method, and does it ! ! ' independent 61~70 ! and an evaluation method, and does it : ! ' the financial and leadership decision-making capabilities
conduct performance evaluation annually ; . Director | Cheng Chih-kai | Male | ROC. . conduct performance evaluation annually : : required by the nomination committee.
and regularly, report the results of the . . ! ndependent . and regularly, report the results of the | | . (2) The meeting was held on November 6,2020.
performance evaluation to the Board of . . Director | W ChunPang | Male - ROC Y , performance evaluation to the Board of : ' (3) The Nomination Committee Charter and meeting attendance
Directors, and use them as a reference for | i H i Directors, and use them as a reference for | | : of the Company's Nomination Committee, please refer to
Independent pany p
individual Directors' remuneration as well as ! ' ' Director | NangJa-Qi | Female | ROC. | 51-60 ' individual Directors' remuneration as well as | ! ' the nomination Committee organizational regulations of the
nomination and renewal terms? ' ; ; e— ; nomination and renewal terms? ' ' ' Company or MOPS.
4. Does the Company regularly evaluate the | v | 1 Category Director mdus -- - - | 4. Does the Company regularly evaluate the | | :
| | | try Marketing | Finance | Administration X ' ' '
independence of the CPAs? ! ' ! ) o ! independence of the CPAs? H i : Attendance sl
! ! ! Directors | Liang, Li-Sheng v i . \ | Y — Attendance | attendance
E E i Independent | Ku, Tai-Chao v v v E | | ' A in Total (B) rate/(%)
' ' ' Directors (Note 1) ' ' ' ' (B/A)
E E i Directors Yang, Chi-Ting v v E . H | Directors Liang, 1 0 1 100
I ; ; Di i : 1 1 i Li-Sheng
! ! ! irectors Pan, Yung-Tai v v \ | ' ! !
E E E Directors | Pan, Yung-Chung v v v E E E E Directors C;:,ar;,grgg 1 0 1 100
i : i Independent o Ghinkai | v v v : ! : :
H H ! Director 1 h H ) Independent Ku, 1 100
| | ' Independent : ' ! ' Director | Tai-Chao
! ! ! Director Wu, Chun-Pang v v v ! | | |
! ! ! ! H i | Independent | Cheng, 1 100
| i | Independent Wang, Ja-Qi v v i E E E Director Chih-Kai
! ! ! Director | [ ! !
o I L dependent Werg
| | | Name of | ' I I Director Jia-Qi
: BN C“0°Y | piccior | Decsion-|  pusiness i i : ! ! :
! ! ' 3. The Company has formulated the Rules Governing the
: : : Directors L_L‘Sah”i | ; : i Performance Evaluation of the Board of Directors on November
! ! ! 9 ! . . 10,2016 and disclosed it on the Company's website and MOPS. In
E | ' ‘”g?rzz‘::"‘ K“(’JZ‘;“)“ v v v v v ' ' ' particular, the Rules stipulate that the Company shall perform an
: : : . : ; ' ' internal performance evaluation of the Board of Directors at least
' ' 1 . ang, ! ' ' ' H
' ! ! Directors Chi-T?ng v v v ! . 1 i once a year, and at least every three years by an independent
i ; . oon ' ! ' ' external professional agency or a team of external experts
| | : pirectors |y ootai | Y v | © and scholars, and the annual performance evaluation shall be
' ' ' Pan ' i i . performed at the end of the year. The results of the performance
f ; ; Directors |y ngchung |~ v v ; ' ' ' evaluation of the Board of Directors shall be completed before the
i | ! Independent |  Cheng, . , , , i ' most recent Board meeting held in the following year. The scope
f ; ' Director | Chih-Kai ' : : . of the evaluation includes the performance evaluation of the
E . . Independent Wu, , , , , , . ! ! ' overall Board of Directors, individual Director, and the functional
! ! . Director | Chun-Pang ! committee (Audit Committee and Remuneration Committee); the
E ; | Independent Weng , , , , : : i evaluation method includes the internal self-evaluation of the
; ' : Director Jia-Qi ' ' ' ' Board of Directors, Directors' self-evaluation, or other appropriate
i E i Note 1: Mr. Ku, Tai-Chao has served as an independent director of the E E E E methods. The results of the performance evaluations of the
Convener | Member ‘ Member Member ‘ Member

1 | 1 Liang, Yang, Ku, Cheng, Wang, |

! ! ! Li-Sheng Chi-Ting Tai-Chao Chih-Kai Jia-Qi '
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Evaluation item

III. Composition and responsibilities of the Board
of Directors

1. Has the Board developed, and does it
implement, a diversity policy for the
composition of its members?

2. In addition to the legally-required
Remuneration Committee and Audit
Committee, has the Company voluntarily
established other functional committees?

3. Has the Company formulated Board
performance evaluation regulations
and an evaluation method, and does it
conduct performance evaluation annually
and regularly, report the results of the
performance evaluation to the Board of
Directors, and use them as a reference for
individual Directors' remuneration as well as
nomination and renewal terms?

4. Does the Company regularly evaluate the
independence of the CPAs?

26

Deviations from
the Corporate
Governance Best
Practice Principles
for TWSE/TPEx
Listed Companies
and reasons
thereof

Implementation status

Description

The evaluation results were divided into five levels by KMPG on
the evaluation report.

Significant
improvement Imfer ox;arr;:!ent Good | Excellent N/A
required a

Not
included
in scoring

No significant
difference.

1 2 3 4 5

Comprehensive evaluation results: The Company's performance
evaluations of the Board of Directors, individual Directors, and the
Audit Committee, and Remuneration Committee are all between
good and excellent.

Level content description:

In line with best practices at an international

Excellent
standard of corporate governance.

In line with best practices at a domestic
standard of corporate governance.

In line with domestic laws or general
standards.

Failure to comply with laws and regulations
or general standards, but not at a
significance level.

Improvement
required

Significant
Tpnlelensinie | With severe deficiencies
required

The measurement items of the performance evaluation of the
Company's Board of Directors include a total of 89 measurement
topics in the following nine dimensions. The content of each
dimension is as follows:

(1) Establishment of a competent Board.

2) Effective operation of the Board of Directors.

3) Professional development and continuing education.

4) Foresight in corporate management.

5) Execution of assigned duties.

6) Administration of the management.

7) Creation of corporate culture.

8) Communication with stakeholders.

(9) Performance evaluation.

The measurement items of the performance evaluation of
individual Directors include a total of 27 measurement topics in
the following six dimensions. The content of each dimension is as
follows:

1) Alignment of the Company's goals and tasks.

Awareness of Director's duties.

Professional development and continuing education.
Execution of assigned duties.

(
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(6) Management of internal relationships and communication.
The measurement items of the performance evaluation of the
Audit Committee include a total of 85 measurement topics in the
following six dimensions. The content of each dimension is as
follows:

(1) Establishment of a competent Audit Committee.

(2) Effective operation of the Audit Committee.

(3) Execution of assigned duties.

(4) Establishment of complaint channels.

(5) Relationship with the Board of Directors.

(6) Performance evaluation.

The measurement items of the performance evaluation of the
Remuneration Committee include a total of 52 measurement
topics in the five dimensions. The content of each dimension is as
follows

Evaluation item

IIl. Composition and responsibilities of the Board
of Directors

1.

2.

Has the Board developed, and does it
implement, a diversity policy for the
composition of its members?

In addition to the legally-required
Remuneration Committee and Audit
Committee, has the Company voluntarily
established other functional committees?
Has the Company formulated Board
performance evaluation regulations

and an evaluation method, and does it
conduct performance evaluation annually
and regularly, report the results of the
performance evaluation to the Board of
Directors, and use them as a reference for
individual Directors' remuneration as well as
nomination and renewal terms?

Does the Company regularly evaluate the
independence of the CPAs?

2020 Annual Report '

Implementation status

Description

1) Establishment of a competent Remuneration Committee.

2) Effective operation of the Remuneration Committee.

3) Execution of assigned duties.

4) Relationship with the Board of Directors.

(5) Performance evaluation.

Based on the results of the external Board performance evaluation

for 2020, the suggestions for items that can be optimized for the

Board of Directors and individual Directors are made as follows:

(1) The Company may refer to the best practices abroad and
arrange the annual work focus in the agenda of the board
meeting every year to keep abreast of and perform duties
more effectively.

(2) The Company may refer to the corporate risk management
works of the international standard US COSO Committee
and the corporate governance 3.0 sustainable development
blueprint—promotion of public companies to conduct
optimization, for the corporate risk management mechanism.

In response to the above-mentioned suggestions, the Company's

subsequent improvement and implementation are as follows:

(1) The Company has planned and arranged the annual work plan
in the annual agenda to improve execution efficiency.

(2) The Company presented a corporate risk assessment report at
a meeting of the Board of Directors in July 2020. In the future,
the Company will integrate and manage all potential risks
that may affect operations and profitability, such as various
strategies, operations, finances, and harmful climate change in
an active and cost-effective manner. The purpose is to conduct
proper risk management for all stakeholders.

The suggestions for items that can be optimized for the Audit

Committee Board of Directors and individual Directors are made

as follows:

The Company may arrange the annual work focus every year to

keep abreast of and perform duties more effectively, to enable the

Company to ensure the performance of the duties of the Audit

Committee more prudently.

In response to the above-mentioned suggestions, the Company's

subsequent improvement and implementation are as follows:

The Company has planned and arranged the annual work plan in

the annual agenda to improve execution efficiency.

The suggestions for items that can be optimized for the

Remuneration Committee Board of Directors and individual

Directors are made as follows:

The Company may set the annual work focus of the Remuneration

Committee, review items and frequency regularly, and arrange the

annual work highlights every year to keep abreast of and perform

duties more effectively.

In response to the above-mentioned suggestions, the Company's

subsequent improvement and implementation are as follows:

The Company has planned and arranged the annual work plan in

the annual agenda to improve execution efficiency.

The Company plans to have the next evaluation performed by an

external agency in 2023.

In addition, the Company's most recent internal self-evaluation

of performance by the Board of Directors was completed in

December 2020. The Shareholder Service Department was

responsible for conducting performance self-evaluations of the

Board of Directors, individual Directors, the functional committees

(including the Audit Committee and the Remuneration

Committee) through questionnaires.

The Board of Directors' performance evaluation items cover the

following five dimensions:

(1) Participation in the Company's operations;

(2) Improvement of the quality of the Board's decision-making;

(3) Composition and structure of the Board;

(¢
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4) Election and continuing education of the Directors;
5) Internal control.

Deviations from
the Corporate
Governance Best
Practice Principles
for TWSE/TPEx
Listed Companies
and reasons
thereof

No significant
difference.
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Deviations from
Implementation status the Corporate
Governance Best
Practice Principles
for TWSE/TPEX
Listed Companies
and reasons
thereof

Deviations from

Implementation status the Corporate
Governance Best

Practice Principles

Evaluation item Evaluation item

for TWSE/TPEX
Listed Companies
and reasons
thereof

Description

Description

(3) The CPAs who are not entrusted as auditors for seven
consecutive years.

IIl. Composition and responsibilities of the Board
of Directors

The individual Directors' performance evaluation items cover the
following six dimensions:

No significant IIl. Composition and responsibilities of the Board
difference. of Directors

No significant
difference.

1. Has the Board developed, and does it v (1) Alignment of the Company's goals and tasks; 1. Has the Board developed, and does it v (4) A declaration of independence issued by the CPAs obtained
implement, a diversity policy for the (2) Awareness of Directors' duties; implement, a diversity policy for the ' each year.
composition of its members? (3) Participation in the Company's operations; composition of its members? i (5) Service quality and timeliness of audit and taxation services.

2. In addition to the legally-required v (4) Management of internal relationship and communication; 2. In addition to the legally-required v : (6) Whether the CPAs meet the requirement for continuing
Remuneration Committee and Audit (5) The Director's professionalism and continuing education; Remuneration Committee and Audit education every year.
Committee, has the Company voluntarily (6) Internal control. Committee, has the Company voluntarily i\ (7) Scale and reputation of the accounting firm commissioned.
established other functional committees? The Audit Committee's performance evaluation items cover the established other functional committees? ' (8) The amount of non-audit fees paid to the CPAs and the

3. Has the Company formulated Board v following five dimensions: 3. Has the Company formulated Board v . affiliates of the accounting firm to which they belong does not
performance evaluation regulations (1) Participation in the Company's operations; performance evaluation regulations i exceed that of audit fees paid.
and an evaluation method, and does it (2) Improvement of the decision-making quality of the Audit and an evaluation method, and does it ' (9) Whether the Company's Chairman, General Manager, and
conduct performance evaluation annually Committee. conduct performance evaluation annually ; managers in charge of financial or accounting affairs have
and regularly, report the results of the (3) The composition and structure of the Audit Committee. and regularly, report the results of the : not worked at the accounting firm to which the current CPAs
performance evaluation to the Board of (4) Selection and continuing education of members of the Audit performance evaluation to the Board of ' belong or affiliates of the accounting firm within the most
Directors, and use them as a reference for Committee. Directors, and use them as a reference for recent year.
individual Directors' remuneration as well as (5) Internal control. individual Directors' remuneration as well as ' The most recent assessment was completed by the Audit
nomination and renewal terms? The Remuneration Committee's performance evaluation items nomination and renewal terms? ' Committee on November 6, 2020. After review, the CPAs contracted

4. Does the Company regularly evaluate the v cover the following five dimensions: 4. Does the Company regularly evaluate the v i arein line with the requirements above, and approved by the Board
independence of the CPAs? (1) Participation in the Company's operations; independence of the CPAs? ' of Directors.

(2) Improvement of the decision-making quality of the IV. Has the Company (list on a stock or OTC v ' The Company's CSR Office is the unit dedicated to corporate No significant

Remuneration Committee.

(3) The composition and structure of the Remuneration
Committee.

(4) Selection and continuing education of members of the
Remuneration Committee.

(5) Internal control.

The 2020 comprehensive internal evaluation results:

It was completed by December 2020, and the evaluation results

were presented at the meeting of the Board of Directors held on

January 22, 2021. The performance evaluation results of the Board

of Directors which achieve the goal, during the evaluation period

were between five points (extremely excellent) and four points

(excellent). The average score of the overall evaluation was 4.98

points.

The performance evaluation results of the individual Directors,

during the evaluation period were between five points (extremely

excellent) and four points (excellent). The average score of the
overall evaluation was 4.96 points, which was still at the excellent
level; Items with high scores: 1. The Board of Directors is operating
normally. 2. The management is very dedicated, and the interaction
on the board is excellent.

The performance evaluation results of Audit Committee which

achieve the goal. The average score of the overall evaluation

was 5 points(extremely excellent). Items with high scores: Audit

Committee is operating normally.

The performance evaluation results of Remuneration Committee,

which achieve the goal. The average score of the overall evaluation

was 5 points(extremely excellent). The job is well done for:

Remuneration Committee, is operating normally. Items with high

scores: The system is very complete and sound.

The Company has nominated and elected a female Independent

Director in a by-election at the 2019 general shareholders' meeting,

that is to increase of the number of female directors to achieve the

goal of diversification and to increase the number of independent
directors to strengthen the effectiveness of corporate governance.
4. The Company's Audit Committee assesses the independence and
performance of CPAs contracted at least once a year in accordance
with the Corporate Governance Best Practice Principles for TWSE/

GTSM Listed Companies and the Audit Committee Charter. The

assessment content is as follows:

(1) The CPAs' personal resume and whether the CPAs are involved
in any lawsuit or disciplinary actions or penalties imposed by
competent authorities are examined.

(2) The CPAs who have not served as a director or supervisor or
manager in a company or are not involved in a circumstance,
which leads to a significant impact on the job and conflicts of
interest.

market) engaged an appropriate number of difference.
qualified corporate governance personnel, and
designated the corporate governance officer

to be responsible for corporate governance-
related matters (including but not limited

to providing directors and supervisors with
necessary information to perform business,
assisting directors and supervisors in complying
with laws and regulations, handling matters
related to the meetings of the Board of
Directors and the shareholders 'meeting

+ governance, and dedicated personnel are responsible for
according to laws, and taking the minutes of

' implementing and promoting corporate governance-related matters. .
' The Company' Board of Directors passed a resolution on May 14, 2019 :
i that Chun-Hsien Lin, Assistant Vice General Manager (former special |
assistant to the Chairman), would serve as the Company's corporate
' governance officer on a full-time basis, the highest executive position
in charge of matters related to corporate governance, to protect i
shareholders' rights and strengthen the functions of the Board of ,
Directors; he shall report to the Chairman directly. Subsequently,
on August 6, 2020, due to job adjustment, the Board of Directors 0
resolved to appoint Assistant Vice General Manager Su, Yu-Chen, ;
as the Company's corporate governance officer. Su, Yu-Chen been .
a supervisor in charge of finance in public companies for more than |
three years, and he is qualified as required by laws. The powers and ~ :
duties of the corporate governance officer are as follows: ;
1. Report on the progress of corporate governance and the !
improvement plans to the Board of Directors regularly (at least !
once a year) ;

2. Proceed with the affairs related to meetings of Board of Directors '
and shareholders' meetings in compliance with the laws

3. Produce meeting minutes for the meetings of the Board of i
Directors and shareholders' meetings

. Assist in directors' and supervisors' compliance of laws .
. Assist directors in taking office and continuing education ‘
. Provide directors with information required for performing duties !

~N o Ul

1 7. Other matters stipulated in the Company's Articles of Association
\ or contracts, such as the evaluation of corporate governance of

i the TWSE, the trend of better corporate governance practices, and
i the amendments to the domestic corporate governance laws and
' regulations.

: Implementation status in 2020 is as follows:

i 1. Arranged and planned the timetable for the annual Board

5 meetings and each functional committee, to ensure compliance

© with relevant laws and regulations.

1 2. Arranged regular communication meetings between the

! independent directors, CPAs, and the head of internal audit.

1 3. Assisted in arranging suitable continuing education classes for

. directors, to ensure that all directors have completed the number
' of annual training hours.

1 4. Registered the date of the shareholders' meeting for 2020 in

i accordance with the laws and prepared the relevant materials for
! the meeting and the annual report in both Chinese and English.

5 5. Assisted in confirming the relevant qualifications of independent
i director candidates.

1 6. Reported to the Board of Directors on the results of corporate

i governance implementation in the previous year, the current
year's status, and the 2021 governance plan on May 7, 2020.

: board and shareholders' meetings)?
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Deviations from
Implementation status the Corporate
Governance Best
Practice Principles
for TWSE/TPEXx

Deviations from

Implementation status the Corporate
Governance Best

Practice Principles

Evaluation item Evaluation item

for TWSE/TPEx
Listed Companies
and reasons
thereof

Listed Companies
and reasons
thereof

Description

channel with stakeholders (including but not difference. * Market presence

IV. Has the Company (list on a stock or OTC v 7. Arranged and planed the external evaluation of the performance No significant . Has the company established a communication N - - Communicat nels, No significant
market) engaged an appropriate number of i evaluation of the Board of Directors, individual Directors, and difference. channel with stakeholders (including but not 1 point of contact, and frequency difference.
qualified corporate governance personnel, and i functional committees for the year of 2020, and it is expected limited to shareholders, employees, customers, ! * Environmental « Telephone interview-annual
designated the corporate governance officer i report to the Board of Directors on said matters in January 2021. and suppliers)? Has a stakeholders’ area been . compliance + Face-to-face interview-annual
to be responsible for corporate governance- 1 8. Compiled the contents of the recent amendments to laws and established on the company’s website? Are i Nonprofit + Effluentsand waste |+ Email communication-real time

P N N P 9 L Vo p N . . N ) pany oo H Organizations = Emissions Point of contact:
related matters (including but not limited ' regulations and confirmed that the relevant units were aware of major Corporate Social Responsibility (CSR) ! « Indirect economic Chiang, Yan-Ying, Vice General Manager
to providing directors and supervisors with i such amendments and had appropriate response measures. topics about which the stakeholders are . impacts (Tel:: 02-2798-9008 ext.1924)
necessary information to perform business, | The situation of continuing education of the corporate governance concerned addressed appropriately by the i * Anti-corruption * Shareholders' meeting-annual
assisting directors and supervisors in complying » officer: After appointed as the corporate governance officer by the company? ! * Economic * Operational results explanation/
ith laws and regulations, handling matters 1 Board of Directors, the officer shall complete 18 hours of continuin i performance teleconference-quarterly
wi Uk : 9 ! : puil3 p ! 9 i « Compliance with * Revenue amount announcement-monthly
related to the meetings of the Board of education classes within one year after the appointment date on social and economic  * Domestic interview or conference call-
Directors and the shareholders 'meeting ' August 6, 2020 in accordance with the laws. As of the end of Mach ' Shareholder regulations monthly . o
according to laws, and taking the minutes of 1 24,2020, Su, Yu-Chen, corporate governance officer of the Company, ' ° Zﬁ‘;ﬁ“z:;grl’memat'°”al investment
board and shareholders' meetings)? had completed 18 hours of continuing education classes. The Point Ofcgmact Y
contents of the classes are as follows: ' Tseng, Ya-Lan, acting Deputy spokesperson
! (Tel.: 02-2798-9008 ext.1988)
Training date Class title m E + Client privacy + Auditing of GP, CSR, EICC, and QPA/QSA-
- Relevant Norms and | + Child labor annual
September 16, | Securities and Operational Practices of the 3 ' « Customer healthand * Clients' requirements for environmental
2020 Futures Institute 10 e 0 ittee ' safety protection/GP-annual
. Clients * Forced or compulsory = Client satisfaction survey-annual
S e Prevention of Insider Trading H labor * Supplier conference-annual
eptember 30, | Securities and N . | :
P and Promotion of Insider 3 h * RFQ of products-project-based
2020 Futures Institute A 2 . . .
Equity Trading h Point of contact:
1 Chiang, Yan-Ying, Vice General Manager
Corporgte Corporate Governance ! (Tel.: 02-2798-9008 ext.1924)
October 8, 2020 Operation 3.0-Enhancement Corporate 3 ! 8 2 -
Association Governance Functions | * Supplier * AVL evaluation/declaration-once per
1 environmental supplier
October 16, | [2iwan Corporate | Business Group Tax E assessment * PRIMAX's and clients’ requirements for
2020 ' | Governance Management Trends in The 3 ' * Environmental environmental protection-from time to time
Association Post-pandemic Era ' compliance * Annual audit-annual
A . ! Supplier = Compliance with * Supplier training (GHG/CFP/GP)-from time
;“tgfes Dez\lgtlvestﬂedgmg ' social and economic to time
November 25, | Securities and Pra t'!‘g a;\ Ppl:?lr’a g)n : 3 ! regulations * Supplier conference-annual
2020 Futures Institute & raEc Ees orS ut i bcl)mpanles ! * Effluents and waste Point of contact:
S) nI ance Sustainable ! Chiang, Yan-Ying, Vice General Manager
evelopment ! (Tel.: 02-2798-9008 ext.1924)
Taiwan Academy  Global Economic Situation in : * Compliance with « Correspondence of official documents-real
Ml 24, 202 of Financial the Post-COVID-19 Era E E social and economic time
Total 18 ' regulations * MOPS-real time
1 Government = Employee diversity and | Point of contact:
T Y T T i equal opportunities | Chiang, Yan-Ying, Vice General Manager
V. Has the company established a communication ' v Through various tools and channels, the Company has managed No significant ! - Anti-corruption (Tel: 02-2798-9008 ext.1924)

annual financial report within two months
after the end of a fiscal year, and publish
and report its financial reports for the first,
second and third quarters as well as its
operating status for each month in advance
of the specified deadline?

information and holding investor conferences.

3. The Company announced the self-closing profit and loss
information in advance within 45 days after the end of fiscal year
2020 and before the end of the following month after the end of
each quarter, and published each quarterly financial report one to
two days before the prescribed period. The annual financial report
was announced in advance on February 26, 2021. The operating
situation in each month is announced on average five days earlier
than the prescribed period.

Labor-management ¢ Labor-management meeting-quarterly
relations Employee performance interview-three
Employment and labor  times a year
relations Employee Welfare Committee meeting-
Training and education|  quarterly
* Occupational safety '+ Employee opinion survey-from time to time
and health Internal awareness-raising channels (e-mail,
Employee diversity and | electronic billboards, posters, and bulletin
equal opportunities boards)-real time

Point of contact:

Hsu, Chia Chih, Vice General Manager

(Tel:: 02-2798-9008 ext.1003)

Employee

limited to shareholders, employees, customers, of stakeholders have been identified based on the principles of ; X oo ; . X T
and suppliers)? Has a stakeholders' area been AA1000 SES 2015, namely from employees, non-profit organizations, VI Has the Compan}/ appointed a profes.smnal v ; The Company commissioned the SinoPac Securities Stock Affairs No'5|gn|f|cant
established on the company's website? Are shareholders, customers, suppliers, and the government, to shareholder service agency to deal with : Agency to handle relevant matters. difference.
major Corporate Social Responsibility (CSR) communicate key corporate responsibility issues and potential gl aiffing
topics about which the stakeholders are business opportunities. VI Information disclosure ' 1. The Company has set up a website with a section dedicated No significant
concerned addressed appropriately by the The CSR Office sends out a questionnaire survey on the issues 1. Has the company established a website to Vo to "investment" and "Corporate Social Responsibility" which difference.
company? of concern to all stakeholders every two years as a reference for disclose information on financial operations ' contains complete information on financial business activities and

identifying and prioritizing material issues, and in the year when the and corporate governance? ' corporate governance.

questionnaire is sent, the CSR Office will report on the effectiveness 2. Does the company have other information | v | 2. The Company has set up an official website in both Chinese and

of the implementation to the Board of Directors while explaining the disclosure channels (e.g., setting up an English languages and has appointed dedicated personnel to

communication situation with stakeholders. English website, appointing designated : disclose material information on MOPS in both Chinese and in

The main concerns and communication channels for the six people to collect and disclose information, : English simultaneously, including information on the financial

categories of stakeholders are as follows: creating a spokesperson system, and business activities and corporate governance. The Company has

webcasting investor conferences)? ' ' also engaged spokespeqple.and écting spokgspeople, who are

point of contact, and frequency 3. Does the company publish and report its v . responsible for communication with the outside on corporate

| to accept valuable feedback from all stakeholders; six categories

e e e e e e e e e mmmmeeeeemmmmmmmeemeeeeemmmmeememeemmmmmmm—————————————
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Evaluation item

VIIIs there any other important information

to facilitate a better understanding of the
company's corporate governance practices
(including but not limited to employee rights,
employee wellness, investor relations, supplier
relations, stakeholder rights, directors’ and
supervisors' training records, implementation

of risk management policies and risk evaluation
measures, implementation of client policies, and

participation in liability insurance by directors
and supervisors)?

required if not an assessed company)

Implementation status

Description

. The Company protects employees' basic rights and interests in
accordance with the Labor Standards Act and has established the
Employee Welfare Committee in accordance with the Enforcement
Rules of the Employee Welfare Fund Act. The current benefit system
covers regular health checkups, bonuses (coupons) for birthday and
three major holidays, marriage and funeral subsidies, scholarships,
domestic and overseas travel subsidies, emergency relief loans, year-

end party and luck draw, and club activities.

. The Company attaches great importance to the harmony of labor-
management relations. In order to protect employees' rights and
benefits, employees can engage in two-way communication through
departmental meetings, employee seminars, labor-management
meetings, an employee suggestion box, and other channels to
communicate the Company's various systems and work environment
issues and to inspect and maintain the safety and health in the work
environment regularly so as to ensure employees' safety and health

while at work.

. The Company has established smooth and effective communication
channels and designated specific points of contact for employees,
non-profit organizations, shareholders, clients, business partners, and
the government, to protect their rights and interests.

. The Company has established client service management procedures,
client satisfaction surveys, and client complaints procedures,
including identifying client complaints and determining the
applicable responsibility for the complaints, while evaluating client
satisfaction periodically, to ensure that the best service is provided to

clients.

. The Company has established various internal regulations and
internal control systems in accordance with the laws, and conducts
various risk management and evaluations, while the internal audit
unit engages in both periodical and occasional review of the

implementation of internal control systems.

. For Directors' status of continuing education, please refer to "Directors'
Continuing Education in 2020" in this annual report (page 33)..

. The Company has purchased liability insurance for Directors and
Supervisors. The current policy is valid until December 31, 2021, and

the amount insured is US$20 million.

. The Company's Chairman and management succession plan has
been approved by the Board of Directors in November 2018. The
Human Resources Department is the dedicated unit responsible
for the planning and execution of the plan, and shall report to the
Board of Directors at least once a year. The most recent report on the
implementation status to the Board of Directors was on November 6,
2020. In the Company's Chairman and management succession plan,
the successors must have excellent work and strategic thinking abilities,
whose values must be consistent with the those of the Company,
including decency, honesty, humbleness, pragmatism, respect, promise
keeping, and sharing. In 2020, the positions for successors in the first
stage had been selected according to the needs in the organizational
development, and candidates will be been selected in three to five
years. The succession training model will be based on "work rotation”
and "project assignment" within the Group, to strengthen their
strategic thinking and strategy formulation capabilities.

IX Describe improvements made according to the corporate governance assessment made in the latest fiscal year by the Corporate Governance Center of the
Taiwan Stock Exchange Corporation (TWSE), and provide priority improvements and measures to be taken for improvements that have yet to be carried out. (not

Deviations from
the Corporate
Governance Best
Practice Principles

for TWSE/TPEX
Listed Companies
and reasons
thereof

No significant
difference.

The Company's corporate governance evaluation results in 2016 and 2017 were ranked among the top 5%, among 6-20% in 2018, and 11-20% of listed

electronic companies with a market value of more than NT$10 billion or more. In 2019, it ranked among top 5%.

The Company's corporate governance evaluation results in 2020 was not published as of the publication date (110.04.19) of the annual report.
In 2020, the Company strove to improve the deficiencies identified in the corporate governance evaluation, and the main implementation results are as follows:
1. Diversified the composition and strengthened the structure and independence of the Board of Directors. At the 2019 general shareholders' meeting, a female

Independent Director was elected in a by-election, and the number of independent directors was increased to four.

2. Strengthened the disclosure of the operation of each functional committee (the Audit Committee, Remuneration Committee, and Nomination committee).
3. The Board of Directors designated a full-time corporate governance officer in charge of matters related to corporate governance, and its operation and

execution were fully disclosed.

4. Implemented and disclosed in detail the performance evaluation of the Board of Directors as planned, and the evaluation results were reasonably linked to

the remuneration paid to Directors.

5. Voluntarily prepared the CSR report in both Chinese and English versions, and obtained third-party verification for three consecutive years.

Directors' Continuing Education in 2020:

Hours | Total hours
Name Training date Organizer Class title of classes
in 2020

Title

Directors

Independent
Director

Independent
Director

Independent
Director

Independent
Director

B e e T e TR

Liang,
Li-Sheng

Yang,
Chi-Ting

Pan,
Yung-Tai

Pan,
Yung-Chung

Ku,
Tai-Chao

Cheng,
Chih-Kai

Wu,
Chun-Pang

'
'
'
'
'
'
+
'
'
'

T P — — — — — = — — — — — YRR, _ _ _ _ _ . __ _ _ _ SSRGS, | _ _ _ _, _ _ __ _ SR

September 2, 2020 | Taiwan Investor Relations

Compliance with Personal Data Protection, Business
1 Secrets Protection, and Bribery Prohibition Laws

__________________ PRyt vy iy pppachom R B, Japivpuri g physrn e phvdvis Sy =y Systpmphpa SRy Rocyalpayayeyi iy sy

Development Trends and Standard Practices
of Corporate Governance and Corporate Social

August 11,2020 ! Taiwan Corporate. i

. Governance Association
Taiwan Corporate
Governance Association

' Directors and Supervisors Performance Evaluation

November 19, 2020 Tawyan Investor Relations
i Institute

__________________________________________ e e

: Taiwan Investor Relations

: Taiwan Investor Relations

November 6, 2020 ! Institute

__________________________________________ e ___________

July 16,2020 Securities and Futures

: Independent Director
i Association Taiwan

November 5, 2020

+ Industry 4.0 and How Companies Lead on Innovation
\ Transformation

__________________ Sl S

: Key Technologies and Market Applications of 5G and

March 27, 2020 Taiwan Corporate o
i Governance Association

Taiwan Corporate
Governance Association

Securities and Futures
Febray 192020 finstiute
March 5, 2020 | Sect_mtles and Futures
+ Institute

' Legal Obligations and Responsibilities in the Capital

\ Practices

'
'
'

+

' Key to Corporate Sustainability: Enterprise and Family

| Specialization

' Domestic Securities Market Regulations and Case

1 IoT

oo

Green Swan: The Most Important ESG Investment

Principles and Applications of Artificial Intelligence

+ Insider Trading and Unconventional Trading in

The Principle and Application of Blockchain
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(4) The composition, duties, and implementation status of the Company’s

Remuneration Committee, if applicable:
In order to improve corporate governance and strengthen the functions of the Board of Directors, PRIMAX established
the Remuneration Committee in 2011, with the aim of assisting the Board of Directors in assessing and approving
the remuneration policies and systems for the Chairman and managerial officers. In accordance with the Company's
Remuneration Committee Charter, the Remuneration Committee is composed of three members, who are appointed by
the Board of Directors. The Remuneration Committee shall meet at least twice a year, and there have been five meetings
in 2020 and two in 2021 as of the publication date of the annual report held; thus, the Remuneration Committee held a
total of seven meetings.

1. Information on the members of the Remuneration Committee

Identity

Independent Director | Ku, Tai-Chao

'

'
__________________ o mmmm e e e e e m e e

i

Independent Director ; Cheng, Chih-Kai | =

| Yao, Heng-Shan ; -

Others

Meet one of the following professi

qualifications,

with at least five years of work experience

Qualification

rrently serving as
an instructor or higher
post in a private or
public college or
university in the field
of business, law,
finance, accounting,
or the business sector
of a company

Currently serving as
ajudge, prosecutor,
lawyer, accountant,
or other professional
practice or technician
that must undergo
national examinations
and specialized license

__,__,__
R

Has work
experience in the
areas of commerce,
law, finance, or
accounting, or
otherwise necessary
for the business of
the company

Independence criteria (Note)

Number of
other public
companies
where the
individual
concurrently
serves as a
remuneration
committee
member

Remarks

Y 0 Lo
F R P
AR 0 0=
A S = L —
AR 0 Lo
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Note: For any committee member who fulfills the relevant condition(s) 2 years before being elected or during the term of office, please place the [v] sign in

the field next to the corresponding condition(s).

(1) Is not an employee of the Company or its affiliates.

(2) Is not a director or supervisor of the Company or its affiliates (the same does not apply, however, in cases where the person is an independent
director of the Company who serves concurrently as an independent director of its parent company, subsidiary, or subsidiary of the same parent
company in accordance with the laws of Taiwan or with the laws of the country of the parent company, subsidiary or subsidiary of the same
parent company).

(3) Does not directly or indirectly own more than 1% of the Company’s outstanding shares, nor is one of the top ten non-institutional shareholders
of the Company.

(4) Is not a spouse, relative within the second degree of kinship or lineal relative within the third degree of kinship of managers specified in the
column (1) or any person specified in the column (2) and (3).

(5) Is not a director, supervisor or employee of a legal entity which directly owns more than 5% of the Company's issued shares or are the top five

owners of the Company'’s issued shares, nor a director, supervisor or employee of a legal entity which designates a representative to serve as a

director or supervisor of the Company in accordance with Article 27, paragraph 1 or 2 of the Company Act (the same does not apply, however, in

cases where the person is an independent director of the Company who serves concurrently as an independent director of its parent company,
subsidiary, or subsidiary of the same parent company in accordance with the laws of Taiwan or with the laws of the country of the parent
company, subsidiary or subsidiary of the same parent company).

Is not a director, supervisor or employee of other company, and more than half of directors or voting shares of other company are controlled

by the same person (the same does not apply, however, in cases where the person is an independent director of the Company who serves

concurrently as an independent director of its parent company, subsidiary, or subsidiary of the same parent company in accordance with the laws
of Taiwan or with the laws of the country of the parent company, subsidiary or subsidiary of the same parent company).

Is not a director, supervisor or employee of other company, and Chairman, President or Manager with equivalent position of other company are

the same person or spouse (the same does not apply, however, in cases where the person is an independent director of the Company who serves

concurrently as an independent director of its parent company, subsidiary, or subsidiary of the same parent company in accordance with the laws
of Taiwan or with the laws of the country of the parent company, subsidiary or subsidiary of the same parent company).

(8) Is not a director, supervisor, or manager of a company which has a business relationship with the Company, nor a shareholder who owns more
than 5% of such a company (the same does not apply, however, in cases where a company owns more than 20% but less than 50% of the
Company's issued shares and the person is an independent director of the Company who serves concurrently as an independent director of its
parent company, subsidiary, or subsidiary of the same parent company in accordance with the laws of Taiwan or with the laws of the country of
the parent company, subsidiary or subsidiary of the same parent company).

(9) Is not an owner, partner, director, supervisor, manager or spouse of any sole proprietor business, partnership, company or institution which has
provided the Company and its affiliates with auditing or services of finance, business consultation and legal affairs for which the accumulated
remuneration in the past two years does not exceed NTD 500,000, provided that this restriction does not apply to any member of the
compensation committee, public tender offer review committee, or special committee on mergers and acquisitions who exercises powers
pursuant to related regulation such as the “Securities and Exchange Act” or the “Business Mergers And Acquisitions Act.”

(10) Is not under any condition pursuant to Article 30 of the Company Act.

6

N

(7

=

2. Information on Operation of the Remuneration Committee

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

(2) Tenure of members: From June 12, 2018 to May 29, 2021. (Five) such meetings were held in 2020 and another (two)
as of the publication date of this annual report in 2021. Thus, the Remuneration Committee held seven meetings
in total (A).The qualifications and attendance of the members are set out as follows:

Title Name Number of attendance BY Drox Attendance Rate (%) Remarks
in person (B) y proxy (B/A)

Convener Cheng, Chih-Kai 100%
Member Ku, Tai-Chao : 7 : 0 E 100% : -
Member |  YaoHeng-Shan ! 7 E 0 E 100% E -

Other matters
1. If the Board of Directors does not adopt or wishes to amend the proposals of the Remuneration Committee, please state the date and session of the

Board meeting, proposals, resolutions from the Board of Directors, and handling of the Remuneration Committee's opinions (e.g., if the salary and
remuneration approved by the Board of Directors are better than those proposed by the Remuneration Committee, please specify the differences and
the reason): None.

. For the resolutions of the Remuneration Committee, if any member expresses objections or reservations, which are recorded on the record or in a

written statement, the date, meeting session, content of the proposal, the opinions of all members, and the handling of the members' opinions shall be

stated:

(1) The 5th meeting of the fourth Remuneration Committee was held on January 16, 2020, and a total of two proposals and a report, namely "2019
bonus distribution to the Company's senior managerial officers,” "2019 bonus to the Chairman," and "2019 Remuneration Committee year-end
report," were put forward; the two proposals were resolved to be approved by all Remuneration Committee members.

(2) The 6th meeting of the fourth Remuneration Committee was held on March 10, 2020, and a total of five proposals, namely "2020 bonus plan for
senior executives and important leaders, " "Chairman's 2020 performance standards and bonus plan," "planned issuance of restricted employee
shares," "2020 measures for issuance of restricted employee shares," and "amendments to some provisions of the Remuneration Committee
Charter," were all resolved to be approved by all Remuneration Committee members.

(3) The 7th meeting of the fourth Remuneration Committee was held on April 8, 2020, and a total of three proposals, namely "amendments to
planned issuance of restricted employee shares," "amendments to 2020 measures for issuance of restricted employee shares," and "2019 Director's
remuneration and employee compensation distribution," were resolved to be approved by all Remuneration Committee members.

(4) The 8th meeting of the fourth Remuneration Committee was held on July 30, 2020, the proposal for the "first distribution of restricted employee
shares," was resolved to be approved by all Remuneration Committee members.

2020 Annual Report '

(5) The 9th meeting of the fourth Remuneration Committee was held on November 6, 2020, a total of three proposals, namely "2020 senior managerial
officer salary adjustment,” "amendments to senior executive company car assignment regulations,” and "health and welfare measures for senior
executives" that were newly formulated, were resolved to be approved by all Remuneration Committee members.

(6) The 10th meeting of the fourth Remuneration Committee was held on January 22, 2021, a total of six proposals and one report, namely "2020
bonus distribution to the Company's senior managerial officers," "2020 bonus to the Chairman," "2020 second distribution of restricted employee
shares," "planned issuance of restricted employee shares," "2021 measures for issuance of restricted employee shares," "amendments' to the
managerial officers's salary and remuneration regulations,” and "2020 annual Remuneration Committee year-end report" were resolved to be
approved by all Remuneration Committee members.

(7) The 11th meeting of the fourth Remuneration Committee was held on February 26, 2021, the proposal for the "2020 Director's remuneration and
employee compensation distribution" was resolved to be approved by all Remuneration Committee members.

(5) CSR implementation: The Company’'s CSR practices, such as environmental

protection, social engagement, social contribution, community service, community
welfare, consumer rights, human rights, safety and health, the system and methods
used to plan and organize CSR activities and the status of implementation.

Deviations from the
Corporate Social
Responsibility Best
Practice Principles
for TWSE/TPEX
Description Listed Companies

and reasons thereof

Implementation status

Evaluation item

improving usage efficiency of
various resources and utilizing
renewable resources with
reduced environmental impact?

2. When providing products and services, the Company actively implements
the concept of environmental protection in green design and green
management. The raw materials used in the products meet international
environmental standards and clients' requirements. The Company also
tacks the water footprint and material flow regularly, and carries out
relevant improvement plans to use resources more effectively.

I. Has the company assessed the Vo ' The Company follows the principle of materiality, and has introduced No significant
environmental, social, and corporate ! + the enterprise risk management (ERM) in accordance with the ISO31000 difference.
governance risks related to its ' ! ' enterprise risk management framework, in which CSR Office works asasa |
operations based on the principle ' consultant and the Chief Operating Officer's (COO's) Office is responsible for :
of materiality and established » promoting, regularly analyzing and reviewing operational risks, proposing a
relevant risk management policies or ! ! ' risk response plan to the COO, and reporting to the Board of Directors. !
strategies? ' Assessment is conducted according to the procedure above, and relevant

1 i !risk management and improvement directions are set as follows: '
: : ! The unbalanced lab ket and . . ¥
| : ;e unbatanced iabor market an 1. Automation introduction; :
' ' + unavailability of manpower in real- . '
! ! v enhanced planned production !
1 i | time may affect product development h ;
i 1 i . . 2. Develop high value-added '
! ' : and production, and increase !
i i | . products ;
' ' 1 recruitment costs '
| : . 1. Continue to strengthen ne
' ' i Develop new customers to avoid the ‘nu reng W '
! ! ' . customer development '
1 i i lack of momentum for sustainable . :
I I I X ; 2. Increase (strive for) new i
! ! ' business development in the future o !
1 i 1 products for existing customers |
Supply chain management risks may | 1. Safe inventory plan
© result in factory downtime, inability 2. Important supply chain
i H | to deliver orders, increased material strategic alliance H
! ! 1 costs, and reduced profitability 3. Smooth supply of materials !

II. Does the company establish a LYo ' The Company's CSR Office is established by the Chairman upon the No significant
dedicated (or part-time) unit . . . authorization of the Board of Directors, and full-time personnel are . difference.
for promoting CSR? Is the unit 0 ! ' designated to be responsible for proposal, formulation, execution, and d
authorized by the Board of Directors ! ' review of CSR policies, systems, and relevant management guidelines as
to implement CSR activities at the + well as specific implementation plans, and shall report to the Board of
executive level? Does the unit report | g ' Directors on July 2,2020 at least once a year. Under the CSR Office, task g
the progress of such activities to the + forces for corporate governance, green operation, and social care, have
Board of Directors? » been established to promote and execute issues covering different aspects

. ' ' of CSR. :
III. Environmental Issues 1. The Company has established a green procurement management system No significant
1. Has the company established Yo and an energy management system (ISO50001), and controls the process | difference.
a suitable Environment ! ! and materials to ensure that the products produced in line with the !
Management System (EMS) environmental protection requirements; meanwhile, there are dedicated
in line with the nature of its H | units in place to maintain the environmental quality of the production i
industry? plants in mainland China and to strengthen the implementation of
2. Is the company committed to Yo energy-saving and carbon reduction measures. :
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Deviations from the
Implementation status Corporate Social
Responsibility Best

Deviations from the
Implementation status Corporate Social
Responsibility Best

Evaluation item Practice Principles
for TWSE/TPEx
Description Listed Companies
and reasons thereof

Evaluation item Practice Principles
for TWSE/TPEx
Description Listed Companies
and reasons thereof

3. Has the company assessed the v 3. The Company attaches great importance to the climate change issue No significant 5. Has the company complied with | v ! 1'5. When the Company provides products and services, it incorporates No significant
potential risks and opportunities and regards climate change as one of the material risks of corporate difference. relevant laws, regulations and + the concept of environmental protection in green design and green difference.
arising from climate change at operations. In 2021, the Company will introduce the Task Force on international guidelines for client ! . . management in order to comply with laws and clients' requirements while |
present and in the future and Climate-related Financial Disclosures (TCFD). In the process of identifying health and safety, client privacy, : . i fulfill the responsibilities as a global citizen. In addition to complying .
taken relevant countermeasures? risks in operations every year, the Company will also identify the sources and marketing and labeling | | i with laws and regulations related to green products (such as RoHS, i

4. Has the company the calculated v of climate change risks and evaluate and implement measures for of its products and services ! REACH, and ErP) and clients’ requirements, the Company has cultivated
the greenhouse gas emissions, mitigation or adjustment to respond to the risks. and established relevant client i employees' ability to cope within the organization and with suppliers and :
water consumption, and total 4. The Company has formulated the Declaration for Greenhouse Gas protection policies and grievance 1 offered relevant training while an information management system (PLM) :
weight of waste over the past Inventory and Voluntary Reduction and has been committed to procedures? ! . i isintegrated to put into practice a green product policy. !
two years and established the the greenhouse gas inventory, in order to keep abreast of the gas 6. Has the company established the ! v ! 1 6. Before the Company officially includes a supplier, it will assess the
policies with regard to energy emissions accurately, and will further carry out plans related to voluntary supplier management policies ! H i supplier's environment, safety, and health management, including |
conservation and carbon greenhouse gas reduction based on the results of the inventory. requesting suppliers to comply ! whether environmental monitoring is implemented and whether local
reduction, greenhouse gas Meanwhile, it also conducts an inventory of water consumption and total with laws and regulations related . . . labor regulations and RBA regulations are complied with, through .
reductions, water consumption, weight of waste regularly. For detailed statistics, please refer to the 2020 to environmental protection, i i i rigorous assessment procedures (including review, contract review, two- |
and waste management? Corporate Social Responsibility Report.( It is planned to be renamed occupational safety and health, way communication, and complaint filing mechanisms and channels).

Sustainability Report in 2021) or labor rights and supervised ! ' Meanwhile, each supplier shall receive on-site assessment, mainly for
IV. Social issues 1. The "Guidelines for Recruitment" for the Company's personnel are in No significant the compliance? i the mana.gelment of'haz.ardous substances. The assessment includes

1. Has the company formulated v line with relevant labor laws and internationally recognized basic labor difference. : : : the supplier's Org?n'zat'onal_SFrUCture i green product managem?m’ :
appropriate management human rights and principles, such as the Responsible Labor Initiatives of persor?nel educa'tlctn e t.ralnmg, product!on ot produ.ct' szl
policies and procedures Responsible Business Alliance (RBA); the Company reviews and revises i | - dusmlag izl s ve e, Al jpravedien of pelliiten e e -
according to relevant regulations its internal regulations related to personnel regularly. The Company . S L hagardouss_ubstanc_es _______________________________________________ P
and the International Bill of also actively protects employees' rights and interests as required by V. Does the company, following P ' The Company's 2020 Corporate Social Responsibility Report (it is planned No significant
Human Rights? laws, adheres to the principles of equality and non-discrimination in the internationally recognized 1 to be renamed the Sustainability Report in 2021). It will be compiled in difference.

2. Has the company established v employment policies, and creates an atmosphere of "friendly workplace” guidelines, prepare and publish , : 1 accordance with the GRI Standards and will be verified by SGS in accordance |
and offered proper employee to realize the business philosophy of the "best employer." reports, such as its Corporate " with the AA1000 ASV3 Type 1 High Assurance level.
benefits (including remuneration, 2. In addition to complying with local laws and regulations, the Company Social Responsibility Report, to
leave, and other benefits) regularly reviews market standards, collects, and consults local disclose non-financial information | ! i i
and reflected the business remuneration survey reports, to plan and adjust its remuneration policies of the company? Has the company
performance or results in accordingly. In addition to general salary, performance bonuses are received assurance or certification
employee remuneration issued based on the Company's operating performance and individual of the aforesaid reports from a third | : i 1
appropriately? performance, and no differences occur due to on gender, religion, race, party accreditation institution?

3. Hasthe company provided v and nationality. . L . . VLIf the Company has established the corporate social responsibility best practice principles based on the "Corporate Social Responsibility Best Practice
2L a.safe I AU ETES, employe.e e measures are in it el e SUpErer 5 Principles for TWSE/TPEx Listed Companies," please describe any discrepancy between the Principles and their implementation:
healthy work environment as local laws and regulations, and the items are as follows:
pEescal ieiea FeqlSRelasses (M Ret'ren?em gl . ) . governance, employee care, community protection, and earth protection in compliance with the Principles without material discrepancy. For corporate
on health and safety? . 2) Group msuranc'e cover}ng employges fam|I¥ members governance, please refer to the chapter of "Corporate Governance Report" of this annual report. For details regarding employee care, community

4. Has the company established v 3) Happy and flexible holidays and Primax Holidays

protection, and earth protection, please refer to the annual Corporate Social Responsibility Report. (it is planned to be renamed the Sustainability
Report in 2021)

effective career and competence
development and training plans?

)
)
4) Employees' relaxing places, such as coffee shops
5) Various subsidies and gifts
) VILOther important information that facilitates understanding of the status of CSR operations.
) 1. Employees are managed in accordance with the provisions of the Basic Labor Act and other relevant labor laws and regulations, with dedicated
personnel to handle various work and matters to protect employees’ rights and interests.

2. The Company conducts safety and health work in accordance with the provisions of the Labor Safety and Health Act in relation to OSH organization
and personnel; provides employee with safety and health education, training about disaster prevention, and health check-ups, necessary for them
to perform their work.

3. The Company regards the protection of consumer rights and product safety as its responsibility and actively solves product problems raised by
clients.

4. The Company regards employee health as an important responsibility and actively implements employees' physical and psychological health
promotion measures, including vigorous development of a variety of clubs, subsidizing road running and mountaineering among other extreme
sports, employee restaurant calorie marking, disease prevention, lectures on emotional stress relief, and providing dedicated line service of the
Employee Assistance Program.

5. The operation and implementation of the task forces for corporate governance, green operation, and social care under the CSR Office in 2020 are
as follows:

(1)Corporate governance:
Implemented the Board diversity policy and elected a female (independent) director in a by-election at the general shareholders' meeting.
Strengthened the composition and independence of the Board of Directors and elected a (female) independent director in a by-election at
the general shareholders' meeting, which increased the number of independent directors on the Board of Directors to four.
Strengthened the disclosure of the operation of each functional committee (the Audit Committee, Remuneration Committee, and Nomination
Committee).
Appointed a full-time corporate governance officer by the Board of Directors to be in charge of matters related to corporate governance and
fully disclosed its operation and implementation.
Disclosed the link between directors' remuneration, the Company's operating performance, and Board performance evaluation.
The Company prepared the corporate social responsibility report voluntarily (it is planned to be renamed the Sustainability Report in 2021) in
both Chinese and English versions, and it has has obtained third-party verification for four consecutive years.
Announced financial information, major information releases, relevant information of shareholders' meetings, and content of investor
conferences in both Chinese and English versions.

6) Employee physical and psychological care measures (including EAP)

7) Large gathering events

8) Group travel and recreational activities

3. PRIMAX's plants are based in China and Thailand, and offices and
the R&D headquarters are based in Taiwan. In order to provide
employees with a safe and healthy work environment, PRIMAX's relevant
management measures are as follows:

(1) Education and training: This includes first aid, mechanical safety,
environment, safety, and health risk identification, occupational
health, as well as emergency response. Meanwhile, health education
lectures are offered to raise awareness of health promotion.

(2) Risk control: Operational exercises, including fire reporting and
chemical leakage.

(3) Health checkups: In addition to regular health checkups, the factories
in China provide specific checkups to people with higher risks, such
as serum ALT levels, a hearing test, and an electrocardiogram. For
employees involved in the X-ray operation, in particular, precise
examination of skin, liver, kidneys, and lymphs is offered additionally.
Medical care: PRIMAX has medical rooms/centers set up in the factory
areas and office areas with medical personnel stationed on a regular
basis, and each department is also equipped with a first-aid box
to provide employees with services, including emergency medical
assistance, disease prevention, and medical consultation.

(5) The Company has obtained occupational safety and health

management system certification of ISO45001.

4. The learning and development in the Company is around the core
framework of job functions and is closely integrated with the Company's
future development strategies and goals. The training system is divided
into three major categories: professional function training, leadership
training, and general function training.
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E The Company has formulated the "Corporate Social Responsibility Best Practice Principles of PRIMAX," which has been implemented in corporate
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Deviations from the
Corporate Social
Responsibility Best
Practice Principles
for TWSE/TPEX
Listed Companies
and reasons thereof

Implementation status

Evaluation item

Description

(2)Green operations:

Greenhouse gas emissions and emission intensity: The total greenhouse gas emissions of the PRIMAX Group in 2020 were 76,592.350 tons of
CO2e/year, which was 16.59% lower than the 91,823.394 tons of CO2e/year in 2019. The emission intensity of greenhouse gases in 2020 was
11.22kg of CO2e/NT$10,000, which was 1.42% lower than the 11.39kg of CO2e/NT$10,000 in 2019, mainly because of the significant effect of
the Group's promotion of energy-saving activities. The greenhouse gas emissions above have been verified by SGS, a third-party verification
agency.

The total energy consumption of the PRIMAX Group in 2020 was 339,176,120,960 KJ, a decrease of 13.83% compared with 393,607,743,746 KJ
in 2019; the intensity of energy consumption in 2020 was 49,702.7 KJ/NT$10,000 in revenue, an increase of 1.84% compared with 48,807.8 KJ/
NT$10,000 in revenue in 2019, mainly because of the COVID-19 epidemic affects production, and decreased revenue.

The Company has begun to inspect greenhouse gas emissions from employees' flight trips since 2017. In 2020, an inventory was conducted
of raw material transportation, distribution transportation, business travel (ISO 14064-1: 2018 scope 3 for the above), raw material production,
waste transportation and treatment (scope 4), product use stage, as well as lease/investment (scope 5) for specific products in accordance
with ISO 14064-1: 2018. The greenhouse gas emissions generated above the Scope 3~6 in 2020 were 682.383.1231 tons of CO2e, which has
been verified with a third-party verification statement.

In 2019, the headquarters in Taipei/R&D center in Taipei, DongGuan Primax Electronic & Telecommunication Products Ltd., Primax Electronics
(ChongQing) Co., Ltd., Primax Electronics. (KunShan) Co., Ltd., Tymphany Acoustic Technology (Huizhou) Co., Ltd., Dongguan Tymphany
Acoustic Technology Co., Ltd., and Dongguan Dongcheng Tymphany Acoustic Technology Co., Ltd. have all obtained the ISO 14046: 2014
certification.

In 2021, the headquarters in Taipei/R&D center in Taipei, DongGuan Primax Electronic & Telecommunication Products Ltd., Primax Electronics
(ChongQing) Co., Ltd., Primax Electronics. (KunShan) Co., Ltd., Tymphany Acoustic Technology (Huizhou) Co., Ltd., Dongguan Tymphany
Acoustic Technology Co., Ltd., and Dongguan Dongcheng Tymphany Acoustic Technology Co., Ltd. have all obtained the ISO 14064-1: 2018
certification.

In November 2018, the Company won an excellence award for its low-carbon products from the Environmental Protection Administration as
the first electronic company (electronic product) to receive this award.

DongGuan Primax Electronic & Telecommunication Products Ltd., a subsidiary of the Company, was rated as a good environmental enterprise
and obtained "blue label" for its environmental protection credit rating from 2012 to 2020.

The subsidiary Primax Electronics (ChongQing) Co., Ltd. has been awarded the honorary title of “Environmental Integrity Enterprise” in
Yongchuan District, Chongging City, for three consecutive years, and is the only district-level enterprise that has been awarded said title.

In 2020, there were six major expenditure categories of environmental protection expenses, including environmental protection equipment
and engineering, management systems, human resources, inspection equipment, energy saving investment, and information management
system expenses. The total environmental protection expenses for 2020 were NT$60,304,008, a decrease of NT$29,301,337 from 2019.

As for supplier social responsibility management, the Company conducted a risk survey on social responsibility management for 101 major
cooperating suppliers through online questionnaires in 2020, and identified 12 suppliers with potential risks. A third party was appointed

to conduct an on-site evaluations and assist them in improving their deficiencies. In addition, in response to the pandemic prevention

and control policy, suppliers' social responsibility training was switched from offline to online mode in 2020, and the Company engaged

in communication with and reiterated the importance of the implementation of corporate social responsibility management and specific
implementation requirements to 139 cooperating suppliers.

(3)Social care task force:

For the donation plan signed in 2017 and continued in 2020, a donation of NT$$2 million was made to the House of Dream, Junyi Academy,
and the Cheng-Chi Education Foundation, respectively, to flip education through digital literacy, character, and leadership development.
The Company has a long term partnership with Hondao Senior Citizen's Welfare Foundation. It organized the elderly's drama performances,
year-end shopping, and a one-day tour at the Nangang site for them in 2020. (a total 280 of people participated)

The Company worked with the House of Dream to organize youth career exploration e-sports camp activities. (a total 64 of people
participated)

The Company has purchased pineapples from the Bula Ku Social Enterprise in Taoyuan Village, Taitung, for three consecutive years, as gifts
for all employees. (a total 400 of people participated and NT$30,100 were spent).

(4)The CSR Office gave a presentation to the Board of Directors on July ,2020 of the implementation of corporate social responsibility and various
implementation plans.
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(6) Discrepancies between the implementation of ethical corporate management and

L

Evaluation item

Establishment of ethical corporate management
policies and programs

1.

Has the company established the ethical
corporate management policies approved by
the Board of Directors and specified in its rules
and external documents the ethical corporate
management policies and practices and the
commitment of the board of directors and
senior management to rigorous and thorough
implementation of such policies?

Has the company established a risk assessment
mechanism against unethical conduct, analyze
and assess on a regular basis business activities
within its business scope which are at a higher
risk of being involved in unethical conduct, and
establish prevention programs accordingly,
which shall at least include the preventive
measures specified in Paragraph 2, Article 7 of
the "Ethical Corporate Management Best Practice
Principles for TWSE/GTSM Listed Companies"?
Has the company specified in its prevention
programs the operating procedures, guidelines,
punishments for violations, and a grievance
system and implemented them and review the
prevention programs on a regular basis?

. Fulfillment of ethical corporate management
1.

Does the company evaluate business partners’
ethical records and include ethics-related
clauses in the business contracts signed with
the counterparties?

Has the company set up a dedicated unit
under the Board of Directors to implement
ethical corporate management and regularly
(at least once every year) report to the Board
of Directors the implementation of the ethical
corporate management policies and prevention
programs against unethical conduct as well as
the supervision of the execution process?

Has the company established policies to
prevent conflicts of interest, provide appropriate
communication channels, and implement them
accordingly?

Has the company established effective
accounting systems and internal control
systems to implement ethical corporate
management and had its internal audit unit,
based on the results of assessment of the risk
of involvement in unethical conduct, devise
relevant audit plans and audit the compliance
with the prevention programs accordingly or
entrusted a CPA to conduct the audit?

Implementation status

Yes

(\[o]

Description

1. The Company has formulated the ethical corporate
management policy approved by the Board of Directors, ! the ethical corporate

and published its ethical corporate management policy

and approaches in internal regulations and on the

Company's website to the public. In addition, the Board
of Directors and the senior management have actively
implemented the commitments set out in the operating
policies and signed a statement on ethical corporate

management.

2. The Company has incorporated ethical management

operations in its internal control procedures, and
the operation auditing unit will conduct regular risk

assessments and report the audit results to the Board of

Directors.
3. In order to prevent unethical conduct, the Company

clearly stipulates the operating procedures, behavior

guidelines, disciplinary actions for violations, and

complaint reporting methods in the internal Code of
Conduct, and the Human Resources Department reviews

the internal regulations regularly.

1. In the Company's "Procedures for Ethical Management
and Guidelines for Conduct," it has clearly defined the
ethical corporate management evaluation procedure
before a business relationship is established, regulated
the avoidance of transactions with unethical business

entities, and required inclusion of ethical corporate

management in the contract terms at the time of signing

contracts with others.

2. The Company designated the Human Resources
Department as the dedicated unit to implement the
Company's integrity management and to report the

annual implementation status to the Board of Directors

at least once a year. If any unethical conduct occurs,

the dedicated unit will report the handling method and
subsequent review and improvement measures to the

Board of Directors.
3. (1) The Company's "Rules of Procedure for Board of

Directors Meetings" and "Procedures for Ethical
Management and Guidelines for Conduct" have

provisions for avoiding directors' conflicts of interest

included, that is if the proposals by the Board of

Directors are of interest to the directors themselves

or the corporates they are representing, and are

jeopardizing the Company's interests, those directors
can make statements and provide answers but cannot
participate in discussion and voting. They shall also
avoid discussion and voting and cannot represent

other directors to exercise their voting rights.

When employees in the Company are performing

business, if they encounter conflicts of interest,

they shall report to their direct supervisors and the

dedicated unit.

4. The Company has established an accounting system

and internal control system in accordance with relevant
laws and regulations. The Audit Office also inspects the

compliance with the accounting system and internal

control system and reports to the Board of Directors on a

regular basis.

the Ethical Corporate Management Best Practice Principles for TWSE/ GTSM Listed
Companies, and reasons:

Discrepancies between
the implementation and
the Ethical Corporate
Management Best Practice
Principles for TWSE/TPEx
Listed Companies and
reasons thereof

'In compliance with

' management principles
' without material
 differences.

1 In compliance with

' the ethical corporate

: management principles
' without material
 differences.

4 m e e e e e e e e e e e e e e e e e e e e mmmmmmmm—mmmmmmm———a
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: Discrepancies between (7) Please disclose access to the Company's corporate governance principles and
Implementation status the implementation and
the Ethical Corporate

relevant rules and regulations:
Please visit MOPS (https://mops.twse.com.tw/) or the Company's website (https://www.primax.com.tw/)
for the Company's corporate governance best practice principles and relevant rules and regulations.

Evaluation item Management Best Practice
Principles for TWSE/TPEx
Listed Companies and
reasons thereof

No Description

management policies and the results of its
implementation on the company’'s website and
MOPS?

pest prac'tlce pnnC|.pIes'. For relevant. information , principles without
information regarding implementation, please refer to :
the annual CSR report. (It is planned to be renamed
Sustainability Report in 2021)

V. If the company has established its own Ethical Corporate Management Best Practice Principles in accordance with the "Ethical Corporate Management Best

Practice Principles for TWSE/TPEx-Listed Companies”, please describe any discrepancies between the prescribed best practices and the actual activities
taken by the company: No material discrepancy.
The Human Resources Department is the dedicated unit responsible for the implementation in this regard. It formulates relevant regulations, including the
Ethical Corporate Management Best Practice Principles and the Code of Conduct, to clearly prohibit acceptance of any improper benefits. It also advocates
the importance of integrity and the value of ethics through internal training and promotion activities while establishing a whistleblowing system, to ensure
the effectiveness of implementation.

VI. Other important information that facilitates the understanding of the implementation of ethical corporate management (such as review of and amendment
to the company's Ethical Corporate Management Best Practice Principles):
1. The Company's suppliers and subcontractors are required to sign the "Supplier Declaration.”
2. In the Company's "Procedures for Ethical Management and Guidelines for Conduct," it clearly stipulates that employees shall explain the Company's

5. Does the company regularly hold internal Lo !5, The Company's implementation of ethical corporate
and external educational trainings on ethical ' management in 2020 is as follows: (8) Other important information that can promote the understandi ng of the
corporate management? | | i (1) Held communication meetings to raise employees' , .
1 ' and suppliers' awareness of the Company's honest company's corporate governance status shall be disclosed: None
E ' ' and ethical conduct and whistle-blowing system.
© (2) Used electronic billboards to play promotion videos
.1 onintegrity along with fun games, to convey the (9) The implementation of the internal control system shall disclose the following
' ' ' value of integrity in an easy-to-understand but deep A
: : : manner. Iitems.
(3) Established an independent whistle-blowing mailbox
on the Company's website and intranet to enhance 1. Statement on Internal Control
i i | the effectiveness of the whistle-blowing system.
@ Arranged a one-hour session of introduction and PRIMAX Electronics Ltd.
explanation of integrity and ethics in the orientation
: ; | - Statement on Internal Control System
; : ' (5) In 2020, there were a total of 4,575 new employees, Date: February 26, 2021
with 4,575 training hours in total and a training rate of
1 1 | 100%.
! (6) When Tymphany recruits new employees, it will offer The Company hereby states the results of the self-evaluation of the internal control system for 2020 as follows:
one-hour RBA (including safety) basic education 1. The Company acknowledges that the establishment, implementation, and maintenance of an internal
and training. A total of 4,356 employees received control system is the responsibility of the Board of Directors and managerial officers, and the Company
; 5 | education and training in 2020 with a total of 4,356 has established an internal control system. The internal control system is designed to provide reasonable
training hours. ' assurance for the effectiveness and efficiency of the operations (including profitability, performance, and
: : - (@) Moz larplemenizien el edie) OGNS MEMEERIME protection of assets), reliability, timeliness, and transparency of reporting, and compliance with applicable laws
g g g for 2020 was reported to the Board of Directors on K
Lo January 22, 2021. and regulations. . R . .
___________________________________________________ 2. The internal control system has innate limitations. No matter how robust and effective the internal control
L Status of enforcing whistle-blowing systems in the 1 1. The Company has specified the norms of rewards and 1 In compliance with system is, it can only provide reasonable assurance of the achievement of the foregoing three goals; in
Company 1 : i punishments, grievance system, and disciplinary actions in | the ethical corporate addition, the effectiveness of the internal control system may vary due to changes in the environment and
1. Has the company established both reward DY i the "Procedures for Ethical Management and Guidelines ' management conditions. However, the Company's internal control system has self-monitoring mechanisms in place, and the
ancji whistle—l:_)lowing systems and convgnient for Conduct," gnd has incorporated the ethical corporate principles without Company will take corrective action against any defects identified.
Wh'Stleblow'rfg channels? Are appropriate management into in the Code of Conduct and human ! material differences. 3. The Company uses the assessment items specified in the Regulations Governing Establishment of Internal
personnel assigned to the accused party? i I 1 resources policies. I . . . " . R
2. Has the company established the standard L ' 2. The Company has set up an anonymous whistle-blowing ! Coqtrol Systgms by Publ{c Compan{es (hereinafter referred to as the. Regulations") to determine whether the
operating procedures for investigating | system and established a dedicated unit in charge of design and implementation of the internal control system are effective. Based on the process of control, the
reported misconduct, follow-up measures to be : . handling business secrets as well as formulating and ' assessment items specified in the Regulations divide the internal control system into five constituent elements:
adopted after the investigation, and relevant ! E ! implementing procedures for the management, retention, ! 1. control environment; 2. risk assessment; 3. control activities; 4. information and communication; and 5.
confidentiality mechanisms? ' and confidentiality of the secrets; meanwhile, it shall monitoring activities. Each constituent element includes a certain number of items. For more information on
3. Does the company provide protection to v review the implementation results regularly to ensure the such items, please refer to the Regulations.
\tNhiStt'ebk:;NerS against receiving improper , :_Entgwed eﬁeﬁtivenejstozt;f OPIGFatintg PFOTetC'JUfeS" th 4. The Company has already adopted the aforementioned Regulations to evaluate the effectiveness of its internal
reatment: y 2+ heLompany has updated the relevant regu’ations inthe control system design and operating effectiveness.
1 : i Procedtf,res for Ethical Maqagement and G.u'del'nes for 5. Based on the findings of such evaluation, the Company believes that, on December 31, 2020, it has maintained,
' ! 1 Conduct" to ensure that whistle-blowers will not be treated | . . I . -
| : | improperly because of whistle-blowing. ; in all m?t?l‘l?ﬂ respects, an effective internal control system (that |qc|udes the~superV|S|on an(;l ‘managen‘\enft. of
................................................... its subsidiaries), to provide reasonable assurance over the operational effectiveness and efficiency, reliability,
IV.Enhanced disclosure of corporate social ; : 1 1. Please visit MOPS (https://mops.twse.com.tw/) or the 1 In compliance with timeliness, and transparency of reporting, as well as compliance with applicable laws and regulations.
responsibility information ! Company's website (https://www.primax.com.tw/) for the ! the ethical corporate 6. This statement will constitute the main content of the Company's annual report and the prospectus and will
1. Does the company disclose its ethical corporate ; v »  content of the Company's ethical corporate management : management be disclosed to the public. Any falsehood or concealment with regard to the contents above will entail legal

ethical management policies and relevant regulations to the trading partners during business transactions. They must also explicitly refuse any direct 2. If a CPA has been hired to carry out a special audit of the internal control system, please furnish the CPA audit
report: None.

or indirect offers, promises, or requests of improper benefits in any form or on anyone's behalf. These include rebates, commissions or facilitation
payments, or any other improper benefits provided or received through other means.
3. During the training of new recruits, the importance of promoting integrity and ethics is stressed and promoted.
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liability under Articles 20, 32, 171 and 174 of the Securities and Exchange Act.
This statement had been approved by the Board of Directors on February 26, 2021. All eight attending
Directors agree with the contents of this Statement in unanimity, and hereby this statement is made.

PRIMAX Electronics Ltd.

|
Chairman and General Manager: Signature ng |
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(10) Any legal penalty enacted upon this Company, any penalty imposed to its
personnel by the Company for violation of internal control rules, major fallacies
and status of improvements in the most recent year up to the publication date
of this report: None.

(11) For the most recent fiscal year and during the current fiscal year up to
the date of publication of the annual report, major resolutions of the
shareholders’ meeting and Board meetings.

1. Major resolutions at the shareholders' meeting and the implementation

Important Proposal

1. Passed the proposal for the Company's 2019 Business Report and Financial Statements.
Implementation status: Resolved as proposed.
2. Passed the proposal for the Company's 2019 earnings distribution plan.
Implementation status: The base date of distribution was set on July 26, 2020, and the date of distribution was on August
21, 2020, with the cash dividend per share of NT$2.4, and all payments had been distributed.
3. Passed the proposal for the amendments to the Rules of Procedures for Shareholders' Meetings.
Implementation status: The amended rules will be implemented at the 2021 annual shareholders' meeting.
4. Passed the proposal for issuance of new restricted employee shares.
Implementation status: It was approved by the Financial Supervisory Commission on July 20, 2020 and the said shares were

20200623 |
' issued within one year after entered into force.

2. Major resolutions of the Board meetings

Important Proposal

! 1. Passed the proposal for the 2019 bonus distribution to the Company's senior managerial officers.
2020.1.16 ' 2. Passed the proposal for 2019 bonus to the Chairman.
' 3. Passed the proposal for the Company's 2020 business plan and budget plan.
2020.2.18 1. Passed the proposal for 2019 second distribution of new restricted employee shares issued.
! 1. Passed the proposal for the Company's 2019 Business Report and Financial Statements.
1 2. Passed the proposal for the Company's 2019 Internal Control System Statement.
1 3. Passed the proposal for the amendments to partial provisions of the Company's Corporate Social Responsibility Best
1 Practice Principles.
' 4. Passed the proposal for the amendments to the Company's Audit Committee Charter.
20203.10 1'5. Passed the proposal for the amendments to the Company's Rules of Procedure for Board of Directors Meetings.
- | 6. Passed the proposal for the amendments to the Rules of Procedures for Shareholders’ Meetings.
1 7. Passed the proposal on the amendments to the Company's Remuneration Committee Charter.
1 8. Passed the proposal for issuance of new restricted employee shares.
1 9. Passed the proposal for rules of issuance of new restricted employee shares for 2020.
1 10. Passed the proposal for 2020 bonus plan for the senior managerial officers and important leaders.
1 11. Passed the proposal for 2020 Chairman's performance standards and bonus plan.
. Passed the proposal for amendments to the content of the planned issuance of new restricted employee shares.
. Passed the proposal for 2020 measures for issuance of new restricted employee shares.
. Passed the proposal for 2019 compensation distribution to employees and Directors.
2020.4.8 . Passed the proposal for the amendments to some articles of the "Operational Procedures for Ethical Management and
Guidelines for Conduct.”
. Passed the proposal for 2019 earnings distribution.
. Passed the proposal for the date, time, place, and main proposals of the Company's 2020 general shareholders' meeting.
. Passed the proposal for the Company's consolidated financial report of the first quarter of 2020.
. Passed the proposal for a planned cash capital increase for the subsidiary Primax Electronics (Thailand) Co., Ltd through the
2020.5.7 . . : .
subsidiary Primax Electronics (Singapore) Pte. Ltd.
. Passed the proposal for the amendments to some articles of the Company's Corporate Governance Best Practice Principles.
. Passed the proposal for filing an application to the China Securities Regulatory Commission for withdrawal of issuance of
2020.6.8 common stock (A-shares) in RMB by Tymphany Acoustic Technology (Huizhou) Co., Ltd., a subsidiary of the Company, via
IPO and withdrawal of the application for being listed on the SME Board of the Shenzhen Stock Exchange.
2020.7.2 . Passed the proposal for the determination of the ex-dividend base date and date of distribution of 2019 earnings and cash
dividends.
2020.7.30 Passed the proposal for first distribution of new restricted employee shares in 2020.
. Passed the proposal for the Company's consolidated financial report of the second quarter of 2020.
20208.6 . Passed the proposal to submit a report on the Company's and its affiliated companies' accounts receivable overdue for

three months to the Board of Directors to revolve whether they belonged to the loaning of funds.
. Passed the proposal for appointment of new corporate governance officer of the Company.
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Important Proposal

1. Passed the proposal for the Company's consolidated financial report of the third quarter of 2020.
2. Passed the proposal for Company's 2021 audit plan.

3. Passed the proposal for Company's regular assessment of the independence of CPAs.

4. Passed the proposal for amendments to the Board Performance Evaluation Regulations.

5. Passed the proposal for amendments to the Company's Scope of Duties of Independent Directors.
6. Passed the proposal for amendments to the Company's Nomination Committee Charter.

7. Passed the proposal for 2020 senior managerial officer salary adjustment.

1. Passed the proposal for the Company's 2021 business plan and budget plan.

2. Passed the proposal for signing of the lease agreement for the entire building at No. 669 Ruiguang Rd., Neihu Dist., Taipei
City.

3. Passed the proposal for the formulation of the Company's Health and Welfare Measures for Senior Executives.

4. Passed the proposal for amendments' to the Managerial Officers's Salary and Remuneration Regulations

5. Passed the proposal for planned issuance of new restricted employee shares, submitted for resolution.

6. Passed the proposal for 2021 measures for issuance of new restricted employee shares.

7

8

9

2021.1.22

. Passed the proposal for 2020 second distribution of new restricted employee shares issued.
. Passed the proposal for the 2020 bonus distribution to the Company's senior managerial officers.
. Passed the proposal for 2020 bonus to the Chairman.

1. Passed the proposal for the Company's 2020 Business Report and Financial Statements.
2. Passed the proposal for the Company's 2020 Statement on Internal Control System.
3. Passed the proposal for 2020 compensation distribution to employees and Directors.
4. Passed the proposal for a planned cash capital increase for the subsidiary Primax Electronics (Thailand) Co., Ltd through the
subsidiary Primax Electronics (Singapore) Pte. Ltd.
5. Passed the proposal for the Company's 2020 earnings distribution
2021.2.26 6. Passed the proposal for amendments to the Company's Articles of Association.
7. Passed the proposal for comprehensive election of Directors.
8. Passed the proposal for lifting of non-compete clause for Directors.
9. Passed the proposal for the date, time, venue, and major motions for the Company's 2021 annual shareholders' meeting,
submitted for resolution.
10. Passed the proposal for matters regarding the matters related to Director (Independent Director) candidate nomination for
the Director election at the 2021 annual shareholders' meeting, submitted for resolution.

1. Passed the proposal to nominate candidates for the Company's Directors.

2. Passed the proposal for the Company's Independent Director remuneration plan.

3. Passed the proposal for 2021 bonus plan for the senior managerial officers and important leaders.
4

5

. Passed the proposal for 2020 annual senior managerial officers' salary survey report and 2021 annual salary adjustment.
. Passed the proposal for 2021 Chairman's performance standards and bonus plan.

(12) Major issues of record or written statements made by any director dissenting
to important resolutions passed by the Board of Directors in the most recent
year and as of the publication date of of this annual report: None.

(13) A summary of resignations and dismissals of the Company's Chairman,
General Manager, CFO, financial manager, chief internal auditor, and
research and development officer during the most recent year and up to the
publication date of this annual report:

April 19, 2021
Title [ Date of assumption of duty Date of dismissal RSy R e
or dismissal
C t o o E ; - .
ot i Lin, Chun-Hsien | May 14, 2019 | August 6, 2020 ! Position adjustment

governance officer

5. Information on CPA professional fees

CPA firm Name of CPA Audit period

KPMG Taiwan . Wu, Mei-Pin Yu, Chi-Long E Throughout 2020 '
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Unit: NT$ thousand

Ca=cebeiiess Audit fee Non-audit fee Total
Range of fees

Less than NT$2,000,000

--------------------------------------------------------------------------------------------------------------------------------------

2 NT$2,000,000 (inclusive) to NT$4,000,000 = = =
3 INT$4,000,000 (inclusive) to NT$6,000000 - - - -
4 INT$6,000,000 (inclusive) to NT$8,000000 | - - - -
5 INT$8,000,000 (inclusive) to NT$10,000000 | - - R -
6 More than NTS10,000000 (inclusive) | 8880 . 280 1n570

The Company must disclose the following situations should they have taken place:

(1) When non-audit fees paid to the CPAs, the accounting firm of the CPA, and/
or any affiliated enterprise of such accounting firm are one quarter or more
of the audit fees paid thereto, the amounts of both audit and non-audit fees

as well as details of non-audit services shall be disclosed:
Unit: NT$ thousand

Non-audit fee
Audit Audit
CPA firm | Name of CPA fee System eSS e others | subtotal period Remarks
de3|gn registration resources

KPMG : Wu, Mei-Pin ; : i 1 i Throughout | Non-audit fees-other: Mainly
bo---l-----l 8880 | P00 1 0 ! 2590 | 2690 | L o :
Taiwan ! Yu, Chi-Long ! ; : : ; ; : 2020 ; or tax consulting services.

(2) Where the CPA firm was replaced, and the audit fees in the fiscal year when
the replacement was made were less than those in the previous fiscal year
before the replacement, the amount of the audit fees paid before/after the
replacement and reasons thereof shall be disclosed: None

(3) Where the audit fees paid for the current year was more than 15% less than
those paid in the previous year, the amount, proportion, and reasons thereof
shall be disclosed: the audit fees paid for 2020 were less than 24.07%,with
a decrease NT$ 2,815 thousand ,compared with 2019. Mainly due to the
company's austerity of expenses in response to the epidemic in 2020.

6. Information on Replacement of CPA: None.

7. Where the Company's Chairman, General Manager, or
any managerial officer in charge of finance or accounting
matters has, during the past year, held a position at the
accounting firm of its CPA or at an affiliated company
of such accounting firm, the name and position of the
person, and the period during which the position was held,
shall be disclosed: None.
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8. Conditions of share transfer and changes in equity pledge
from the Directors, supervisors, managers, and shareholders
who hold more than 10% of shares, from the past year up
to the date of publication of this annual report

(1) Conditions of share transfer and changes in equity pledge

2020 As of March 31, 2021
Title Name Shareholding Pledged Shareholding Pledged
increase share increase increase share increase
(decrease) (decrease) (decrease) (decrease)
: 0 ‘ 0 ’ 0

Chairman and General : Liang, Li-Sheng 1,390,000
Manager ' '

----------------------------------------------------------------------------------------------------------------------------------

Directors 0
oonmmecs o smaw oo
Eflrgi?r:eizdbi/?sr:g;al Manager | | Pan, Yung-Tai 10,000 0 0 0
" isumshineCoastSenvices |\ i
Directors ileIted (Note 1) ' 0 3 0 3 - 5 -

' Representative: Chen, Jie-Chi |
'iﬁa—ééé}{éé}{{Bu}é_c'tb_r"""m'E'K]}"T'a'['c'r}éb"m"""""m‘""""d"""“""mb""""‘""""d""m‘""""d '''''''
Independent Director  Wang Qi . o . o . o i o
Independent Director i Cheng, Chihkai . o . o . o . o
Independent Director Wy, ChunPang . 0o o i 0o i o
gzgf;fi'o'\::”ager of | Kuo, You-Min 120,000 0 140,000 0
‘Senior Vice General Manager :Hsiao, Yin-Yi | 40000 | 0 | 2000 | o
“Senior Vice General Manager | Chou, Yen-Chou | @50000 | o i 80000) | o
Vice General Manager . Chiang, Yan-Ying | : 29000 : 0  : 300 | o
Vice General Manager . Chang, Ching-Kai | : 2000 : o i o i o
\Vice General Manager :Chang, Yao-Han | (155000 | 0 | 20000 | 0
Vice General Manager | Wei, Hao-San | 75000 . o0 | 4000 | 0
\Vice General Manager Cho, Yu-Shan (Note2) | 40000 | 0 i - - -
Vice General Manager : Chang, Chen-Te (Note 3) | . 24000 ¢ o . o . o
Vice General Manager  : Hsu, Chia Chih (Note 4) | 15000 0 | 18000 | o0
\Vice General Manager | Chen, Ying-Shou (Note 4) | 1500 | 0 i 26000 | 0
Vice General Manager | Zhuo, Yi-Li (Note d) | 15000 { o . o i o
\Vice General Manager | Wang, ChingDer(Notes) | 0 o i o i o
f/ls::;;z:wce General Chang, Shu-Chuen (29,000) 0 0 0
f\/lsaSLsatgre\tVice SR Lin, Chun-Hsien (Note 6) 0 0 = =
Assistant Vice General iSu, Yu-Chen (Note 7) (60,500) 0 6,000 0

Manager

Note 1: Relieved from the position on January 7, 2020.

Note 2: Resigned on May 1, 2020.

Note 3: Newly appointed on April 15, 2020.

Note 4: Newly appointed on October 1, 2020.

Note 5: Newly appointed on October 5, 2020.

Note 6: Relieved from the position of corporate governance officer on August 6, 2020.
Note 7: Newly appointed as corporate governance officer on August 6, 2020.
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(2) Shares are transferred to and from related parties: None.

(3) Shares are pledged with related parties: None.

9. Information on Top Ten Substantial Shareholders Who are
Related Parties, or Having Spousal Relationship, or Familial
Relationship Within the Second Degree of Kinship with

Each Other

Current shareholding

Alpine Asia Investments
Limited

(Representative: Liang, Li-
Sheng)

Campbell Technology
Corporation
(Representative: Yang, Hai-
Hung)

GOLDMAN SACHS
INTERNATIONAL

Saudi Arabian Monetary
Authority - BlackRock
Financial Management Inc.
as external fund manage

Cathay United World
Commercial Bank Entrusted |
with Ye Youfen Trust
Property Account

JPMorgan Chase Bank, N.A.,
Taipei Branch in Custody for
Stichting Depositary APG
Emerging Markets Equity
Pool

JOHCM EMERGING
MARKETS OPPORTUNITIES
FUND

1.57%

Morgan Stanley & Co.

International Plc BEEIRE

Spouse/
Minor

shareholding

Shareholding 1

by nominees

March 30, 2021 Unit: shares

Name and relationship

between the Company's
0 largest shareholders, or

spouses or relatives within
second degrees of kinship

Campbell
Technology
Corporation

Alpine Asia
Investments
Limited

None

Second
degree of
kinship

Second
degree of
kinship

None

Remarks
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10. Shares Held by the Company, its Directors, Supervisors,
Managers, and Businesses Either Directly or Indirectly
Controlled by the Company as a Result of Investment, and
the Ratio of Consolidated Shares Held

December 31, 2020 Unit: Thousand shares; %

Investment by directors/
supervisors/managers and

Investment by PRIMAX by companies directly or Total investment

indirectly controlled
Number of
shares
(

Invested company

by the Company

Shareholding | Number Shareholding | Number of | Shareholding
percentage shares percentage shares percentage

DongGuan Primax Electronic & Telecommunication

pong e | ~(Note 1) 100.00 - - ~(Note 1) 100.00
Primax Electronics (Kunshan) o, Ltd. [ Noten | 10000 - . - Noen! 10000
Primax Electronics (ChongQing) Co, Ltd. U Noten ! 100000 - | - | Noten! 10000
Bejing Destiny Electronic Technology Co, Ltd. | (Note®) | 10000 | - i - | NoteD| 10000
‘Primax Destiny Co, Ltd (apan) [ T e R 05! 10000
“Polaris Electronicsne. P qe0 . 0000 - 0 -1 qe0i 10000
PrimaxIndustries (Hong Kong) Ltd. U eo2e17 | 10000 0 - L -1 02817 10000
Primax Technology (Cayman Holding) Ltd. aesoer . 10000 0 - . - i ossos7! 10000
Primax Industries (Cayman Holding) Ltd. siaze’s | 10000 0 - L - | 8ia7el | 10000
Destiny Technology Holding Co, Ltd. ©aos0 i 00000 - -0 aesol 10000
“Diamond (Cayman) Holdings Ltd. U a29050 ¢ 10000 0 - . -1 19050 10000
Gratus Technology Corp. T o0 o000 i - . - 200, 10000
Tymphany Worldwide Enterprises Ltd. U aea2st i 0000 0 - b -0 1e2s1i 10000
TYPEnterprises, Inc. (Note2) D sl mas - L - T 050! 7143
Tymphany HK Ltd. Note2) U amazes 743 - L -0 taazesi 7143
Tymphany LogisticsInc. (Note2) T 200 R 000 7143
'(I'k/lr;!:e)h;ny Acoustic Technology (Huizhou) Co., Ltd. : 408,070 7143 : } : ) : 408,070 : 7143

(D'\;):tgegzl;an Tymphany Acoustic Technology Co., Ltd. , -(Note 1) ‘ 7143 ' - ' - ' -(Note 1) ' 7143
Do OGS DI A ey - ey e
‘Tymphany Acoustic Technology HK Ltd. (Note2) | 418080 & s - L U amsos: a3
(Témtphz)y Acoustic Technology (UK) Limited """" } OO """" ;;;;S"E """ o """" o """" . 00 """" s
'(Izr:tzhza)ny Acoustic Technology Europe, s.r.o. : 187,800 : 7143 : . : . : 187,800 : 7143
Tymphany Acoustic Technology Limited (Note2) | 5000 | mas i - 1 sl 7143
Primax AE (Cayman) Holdings Ltd. U as200 0 00000 - & -0 aga0i 10000
(T'zl/r;zhsgﬁgg?ustic Technology (Thailand) Co., Ltd. . 4,650 7143 . . . . . 4,650 . 7143
Primax Electronics (Singapore) Pteltd. U 20000 00000 - & -0 a0100f 10000
Primax Electronics (Thaland) Co,Ltd. P 600 | %99 | - i - i 60| 9999

Note 1: This is a company with limited liability, so no shares are issued.
Note 2: Indirect holding of 71.43% of its shares through Tymphany Worldwide Enterprises Ltd.
Note 3: Investment in 99.99% of its shares through Tymphany Acoustic Technology HK Ltd.
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1. Sources of Capital

April 19, 2021 Unit: shares

zed capital

Share type REINES

Registered common shares | 451,624,324 § 98,375,676 § 550,000,000 i

Listed

April 19, 2021 Unit: Thousand shares

Remarks

Capital
increase
by assets

other
than cash

Sources of capital Others

Authorized capital Paid-in capital
Issue
price

2006. 03 1,000

854,000

! Capital
apital increase of NT$853,000 thousand in cash

48

month oz

Authorized capital Paid-in capital

5 000,000

438,649

439,529

Amount

1 4,034,408

4,269,698

4,386,487

4,395,287

4,417,938

4,419,028

2020 Annual Report '

RENMENS

Sources of capital

ee stock options for NT$110,781 thousa

or NT$9,653 thousand

: Conversnon of employee stock optlons for NT$26,399 thousand

' Issuance of new restricted employee shares as stock dividends:
' NT$14 500 thousand

1. Conversion of employee stock options for NT$5,916 thousand
2. Issuance of new restricted employee shares as stock dividends:
NT$1,860 thousand

1. Conversion of employee stock options for NT$2,730 thousand
2. Issuance of new restricted employee shares as stock dividends:
NT$1,350 thousand

1. Conversion of employee stock options for NT$750 thousand
2. Cancellation of new restricted employee shares issued of
NT$2,250 thousand

' Issuance of new restricted employee shares as stock dividends:
' NT$2 200 thousand

; 1. Conversion of employee stock options for NT$7,015 thousand
1 2. Cancellation of new restricted employee shares issued of
NT$950 thousand

1. Conversion of employee stock options for NT$27,659 thousand
2. Issuance of new restricted employee shares as stock dividends:
NT$12,250 thousand

Conversion of employee stock options for NT$8,800 thousand

1. Issuance of new restricted employee shares as stock dividends:
NT$17,750 thousand

2. Cancellation of new restricted employee shares issued of
NT$900 thousand

1. Conversion of employee stock options for NT$1,640 thousand
2. Cancellation of new restricted employee shares issued of
NT$1,900 thousand

1. Conversion of employee stock options for NT$7,061 thousand
2. Cancellation of new restricted employee shares issued of
NT$1,000 thousand

1. Conversion of employee stock options for NT$2,390 thousand
2. Cancellation of new restricted employee shares issued of
NT$1,300 thousand

Cancellation of new restricted employee shares issued of
NT$1,550 thousand

1. Conversion of employee stock options for NT$1,200 thousand
2. Issuance of new restricted employee shares as stock dividends:
NT$24,500 thousand

' Cancellation of new restricted employee shares issued of NT$820
! thousand

Issuance of new restricted employee shares as stock dividends:
! NT$5 500 thousand

: 1. Conversion of employee stock options for NT$4,530 thousand
1 2. Cancellation of new restricted employee shares issued of

' NT$120 thousand

Capital
increase
by assets

other

Others

than cash
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Year
e Issue
ang rice
month | P

REINERS

Authorized capital Paid-in capital

—

Sources of capital

E Issuance of new restricted employee shares as stock dividends:

Capital
increase
by assets

other
than cash

2018.02 E 10 ' 500,000 i 5,000,000 E 446,788 2 4,467,883 ' NT$11,000 thousand ' None i Note 36
201803 10 @ 500,000 ' 5000,000 @ 446916 @ 4,469,163 : Conversion of employee stock options for NT$1,280 thousand | None ! Note 37
201805 10 | 500,000 ; 5,000,000 ' 446,815 ' 4,468,153 ;Cancellatlon of new restricted employee shares issued of ! None | Note38
: : | : i  NT$1,010 thousand ' !
501810 10 | 500,000 ; 5,000,000 ' 447,715 ' 4,477,153 + Issuance of new restricted employee shares as stock dividends ! None | Note39
' : l ' : : NT$9,000 thousand ' !
2018111 10 | 500,000 ' 5000000 | 447,452 | 4474523 ' Cancellation of new restricted employee shares issued of ! None | Note 40
: : | : i 1 NT$2,630 thousand ' !
201902 10 | 500,000 | 5000000 | 446,875 | 4468753 + Cancellation of new restricted employee shares issued of ! Nome | Note 41
! ! ! ! : ' NT$5,770 thousand ! !
201904 10 | 500,000 ! 5,000,000 ' 446,809 ' 4,468,088 ;Cancellatlon of new restricted employee shares issued of NT$665 ! None | Noted42
: : : : i i thousand ' !
201909 10 ! 550,000 ! 5500,000 | 446761 ' 4,467,608 tchac')‘:f;'j‘;'(’” i G s P e S es sl GRS | pyee & oo
2019121 10 | 550,000 ' 5500,000 | 448581 ' 4485808 ' Issuance of new restricted employee shares as stock dividends: None | Note 44
' : ; ' : 1 NT$18,200 thousand ' !
' 1. Issuance of new restricted employee shares as stock dividends: !
2020031 10 | 550,000 | 5500000 | 448731 | 4487308 | 11800 thousand : ! None ! Note 45
] ! ! i | 1 2. Cancellation of new restricted employee shares issued of ! !
' ! ' ! ' ' NT$300 thousand ! '
2020061 10 | 550,000 ' 5500000 | 448698 ' 4486983 | tcha;fif;"’” of new restricted employee shares issued of NT$325 1\ |\ 1 \ote 46
: 1. Issuance of new restricted employee shares as stock dividends: :
202008 10 | 550,000 | 5,500,000 | 450898 | 4508983 | N1+22600thousand . ! None ! Note47
' 1 : i H 1 2. Cancellation of new restricted employee shares issued of ' '
! ! : ! : © NT$600 thousand ' :
; ' ; : ; i 1. Issuance of new restricted employee shares as stock dividends: ! ;
2021021 10 | 550,000 | 5,500,000 | 451624 | 4516243 |  N19/400thousand . | None | Note48
' ' ! ' ' 1 2. Cancellation of new restricted employee shares issued of ' !
' : 1 : i . NT$140 thousand : 1
Note 1: Letter Fu-Chien-Shang No. 09574650700 dated March 20, 2006. Note 26: Letter Jing-Shou-Shang No. 10501040780 dated March 8, 2016.
Note 2: Letter Jing-Shou-Shang No. 09601140030 dated June 26, 2007. Note 27: Letter Jing-Shou-Shang No. 10501121270 dated June 4, 2016.
Note 3: Letter Jing-Shou-Shang No. 09601235870 dated September 27, 2007. Note 28: Letter Jing-Shou-Shang No. 10501222010 dated September 21, 2016.
Note 4: Letter Jing-Shou-Shang No. 09601273090 dated November 07, 2007. Note 29: Letter Jing-Shou-Shang No. 10501279810 dated December 02, 2016.
Note 5: Letter Jing-Shou-Shang No. 09801254590 dated November 04, 2009. Note 30: Letter Jing-Shou-Shang No. 10601026170 dated February 24, 2017.
Note 6: Letter Jing-Shou-Shang No. 09901076470 dated April 16, 2010. Note 31: Letter Jing-Shou-Shang No. 10601038880 dated March 27, 2017.
Note 7: Letter Jing-Shou-Shang No. 09901206110 dated September 13, 2010. Note 32: Letter Jing-Shou-Shang No. 10601071370 dated June 3, 2017.
Note 8: Letter Jing-Shou-Shang No. 10001005610 dated January 11, 2011. Note 33: Letter Jing-Shou-Shang No. 10601125590 dated August 30, 2017.
Note 9: Letter Jing-Shou-Shang No. 10001060980 dated March 31, 2011. Note 34: Letter Jing-Shou-Shang No. 10601143730 dated October 13, 2017.
Note 10: Letter Jing-Shou-Shang No. 10001275550 dated December 05, 2011. Note 35: Letter Jing-Shou-Shang No. 10601167890 dated December 19, 2017.
Note 11: Letter Jing-Shou-Shang No. 10101059950 dated April 09, 2012. Note 36: Letter Jing-Shou-Shang No. 10701019540 dated February 23, 2018.
Note 12: Letter Jing-Shou-Shang No. 10101091810 dated May 22, 2012. Note 37: Letter Jing-Shou-Shang No. 10701024500 dated March 8, 2018.
Note 13: Letter Jing-Shou-Shang No. 10101211370 dated October 12, 2012. Note 38: Letter Jing-Shou-Shang No. 10701048690 dated May 15, 2018.
Note 14: Letter Jing-Shou-Shang No. 10201041250 dated March 07, 2013. Note 39: Letter Jing-Shou-Shang No. 10701124480 dated October 15, 2018.
Note 14: Letter Jing-Shou-Shang No. 10201096770 dated May 28, 2013. Note 40: Letter Jing-Shou-Shang No. 10701140200 dated November 15, 2018.
Note 16: Letter Jing-Shou-Shang No. 10201214400 dated October 22, 2013. Note 41: Letter Jing-Shou-Shang No. 10801021530 dated February 27, 2019.
Note 17: Letter Jing-Shou-Shang No. 10201247440 dated December 11, 2013. Note 42: Letter Jing-Shou-Shang No. 10801043240 dated April 22, 2019.
Note 18: Letter Jing-Shou-Shang No. 10301032580 dated March 11, 2014. Note 43: Letter Jing-Shou-Shang No. 10801126960 dated September 20, 2019.
Note 19: Letter Jing-Shou-Shang No. 10301102920 dated June 12, 2014. Note 44: Letter Jing-Shou-Shang No. 10801179720 dated December 20, 2019.
Note 20: Letter Jing-Shou-Shang No. 10301160910 dated August 14, 2014. Note 45: Letter Jing-Shou-Shang No. 10901035740 dated March 16, 2020.
Note 21: Letter Jing-Shou-Shang No. 10301251420 dated December 12, 2014. Note 46: Letter Jing-Shou-Shang No. 10901085210 dated June 3, 2020.
Note 22: Letter Jing-Shou-Shang No. 10401045290 dated March 24, 2015. Note 47: Letter Jing-Shou-Shang No. 10901154670 dated August 17, 2020.
Note 23: Letter Jing-Shou-Shang No. 10401110510 dated June 29, 2015. Note 48: Letter Jing-Shou-Shang No. 11001025760 dated February 17, 2021.

Note 24: Letter Jing-Shou-Shang No. 10401190870 dated September 17, 2015.
Note 25: Letter Jing-Shou-Shang No. 10401282090 dated January 4, 2016.
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2. Composition of Shareholders:

&

= Financial institutions

10 1 919

Number of shareholders: 35
\ Shareholding: 8,606,928

Other institutional shareholders

4.39%

Number of shareholders: 58
Shareholding: 19,844,737

Government agencies
L0 3440

Number of shareholders: 5
Shareholding: 15,528,000

Composition
of Shareholders

154

3.D

Shareholding Total
451,624,324
Number of shareholders

21,771 Person

March 30, 2021

Domestic natural
persons

30.47%

Number of shareholders:
21,391
Shareholding: 137,593,764

Foreign institutions
@ & natural persons
59.79%

Number of shareholders: 282
Shareholding: 270,050,895

ispersion of Equity Ownership

March 30, 2021; Unit: Person/Share

110 999 146,174 0.03%
1000605000 P 712 L mampo P 740%
5110000 L s P 15284933 338%
10001t015000 P 25 P 6903692 P 5%
150011020000 P R P 6773066 P 5%
2000103000 P i P 7085563 P 5%
30001t050000 P 20 P 8997912 P 9%
s0001t0100000 s P n2erss L 248%
0000110200000 P 0 P ossr 286%
200001 t0400000 P o P 18229589 | a0
20000110 600000 P T P noa 260%
600001 t0 800000 P 2 P 14934265 | 3%
8000010100000 P oo P woge %
1000001 ormore P &5 L e esow
Tota P A D asie2asa L w00%
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4. List of Major Shareholders

March 30, 2021 Unit: Share

i [¢)
Name of major shareholder Shareholding (shares) Percentage (%)

ALPINE ASIA INVESTMENTS LIMITED 25,251,062 5.59%
CAMPBELL TECHNOLOGY CORPORATION 10,204,909 2.26%
GOLDMAN SACHS INTERNATIONAL 8,776,000 1.94%
Saudi Arabian Monetary Authority - BlackRock Financial Management Inc. 8,538,000 189%
as external fund manage

New Labor Pension Fund 7,822,500 1.73%
Pan,Yung-Chung 7,455,046 1.65%
Cathay United World Commercial Bank Entrusted with Ye Youfen Trust 7380227 163%
Property Account

JPMorgan Chase Bank, N.A,, Taipei Branch in Custody for Stichting o
Depositary APG Emerging Markets Equity Pool 7,108,000 157%
JOHCM EMERGING MARKETS OPPORTUNITIES FUND 6,677,384 1.48%
Morgan Stanley & Co. International Plc ; 6,396,002 ; 1.42%

5. Market Price, Net Value, Earnings Per Share, Dividends, and
Relevant Information for the Most Recent Two Fiscal Years

| Highest ’ 70.8 ’ 65
Market price per share Lowest 42.1 34
Average (Note 1) 59.91 46.7
Before distribution 2744 29.47
Net worth per share ~ ;---------------ooo Seessssaseassg
After distribution 25.04 26.46 (5% 2)
Weighted average shares 444,465 445,829
Earnings per share  oommmommmmmo oo oooooooooooooooooooooooes
Earnings per share 4.8 43
Cash dividend (Note 4) 24 30(2)
: From earnings 0 ' 0
Dividends per share 1 Stock dividend -
i i From capital surplus ! 0 f 0
Cumulative unpaid dividends 0 0
Price/Earnings ratio 12.48 10.86
Analysis of return on [ T T T T
investment (Note 3) Prjc?/Dlv_ldenc_ir_atlo ____________ 249§_1_557(_E2) _________
' Cash dividend yield (%) ' 4.01% ' 6.42% (£ 2)

Note 1: The average market price of each year is calculated based on the transaction value and volume of each year.

Note 2: The Company's 2020 earnings distribution proposal was approved by the Board of Directors on February 26, 2021 and has not yet been
approved at the shareholders' meeting.

Note 3: Price/Earnings ratio = Average per share closing price for the year/Earnings per share.
Price/Dividend ratio = Average closing price per share for the current fiscal year/Cash dividend per share
Cash dividend yield = Cash dividend per share/Average closing price per share for the current year

Note 4: The Company's dividend payment rate of the earnings distribution for 2018 and 2019 was 58.25% and 50%, respectively, and the estimated
dividend payment rate for the 2020's earnings distribution is 70%.
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6. The Company's Dividend Policy and Implementation Status

(1) The dividend policy stipulated in the Company'’s Articles of Association:

Where the Company has a profit at the end of each fiscal year, the Company shall first allocate the
profit to cover accumulated losses and allocate 10% of the remaining net earnings as the Company's legal
reserve unless and until the accumulated legal reserve reaches the Company's paid-in capital. In addition,
after the appropriation or reversal of special capital reserve according to relevant laws and regulations, for
the undistributed surplus at the beginning of the same period as the cumulative earnings distributable to
shareholders, the Board of Directors shall put forward a surplus distribution proposal and submit it to the
shareholders' meeting for resolution.

The Company's dividend policy is formulated by the Board of Directors based on its operating
conditions, capital expenditure budget, future capital needs, and long-term financial planning while having
the shareholders' interests and the balance of dividends considered. In the current stage of the dividend
policy, in the absence of other special circumstances, the principle of not less than 50% of the current year's
surplus after tax prevails. If the surplus is distributed as stock dividends or cash dividends, the distribution
ratio of cash dividends shall not be less than 10% of the total dividends, but this distribution ratio of cash
dividends may be adjusted according to the overall operating conditions of the year.

(2) The proposed dividend distribution of the year:
The Company's 2020 earnings distribution has been resolved and approved by the Board of Directors on
February 26, 2021. it was planned to distribute a cash dividend of NT$1,354,872,972 to shareholders (dividend
payment rate of around 70%). This proposal will be executed in accordance with relevant regulations after
approved at the general shareholders' meeting on May 28, 2021.

7. Impact of Stock Dividends Issuance by the Resolution of
the Shareholders on the Company's Business Performance
and Earnings per Share: No stock dividend distribution is
scheduled.

8. Remuneration to Employees, Directors, and Supervisors

(1) The percentages or ranges with respect to remuneration to employees,
directors, and supervisors, as set forth in the Company's Articles of
Association:

If there is profit at the end of a fiscal year, the Company shall appropriate 2% to 10% of the profit for
the remuneration to employees and no more than 3% for the remuneration to directors. However, if the
company has accumulated losses, the amount shall be set aside to cover the deficit, and then distributed to
employees and directors in accordance with the aforementioned percentage.

The employee remuneration in the preceding paragraph can be distributed in the form of shares or
cash, and the recipients of the said remuneration shall include the Company's employees who meet specific
criteria.

The term "profit for the current year" mentioned in Paragraph 2 refers to earnings of the pre-tax benefit
of the current year deducting the remuneration to employees and directors.

The remuneration distributed to employee and directors shall be adopted by the Board of Directors via
a resolution with more than two-thirds of the directors present and a majority of the directors' attendance
while being reported to the shareholders' meeting.
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(2)

(3)

(4)

9.

The estimation of the amount of remuneration to employee, directors,
and supervisors, respectively, is based on the calculation of the number of
shares paid to employees as remuneration and the accounting treatment
of the discrepancy, if any, between the actual distributed amount and the
estimated figure, for the current period.

The remuneration distributed to employees and directors by the Company in accordance with the
Company Act and the Company's Articles of Association is based on the initial estimation of amount
of remuneration to employees and directors, during the preparation of mid-term and annual financial
statements in accordance with the provisions of the ARDF's Interpretation Letter (2007) Ji-Mi No. 052 and
listed under proper accounting accounts under the operating costs or operating expenses, based on the
nature of the remuneration to employees and directors. If there is a discrepancy between the amount for
distribution approved at the shareholders' meeting and the amount estimated in financial statements, it is
considered as a change of estimate and is listed as profit or loss for the current period.

Information on remuneration distribution approved by the Board of

Directors:

1. For the amount of remuneration to employees, directors, and supervisors by cash or stock, if there is any

discrepancy between the amount and the estimated amount for the fiscal year when these expenses are
recognized, the discrepancy, reason thereof, and the status of treatment shall be disclosed.
The Company's Board of Directors resolved on February 26, 2021 to distribute employee compensation
and remuneration to director in cash in the amounts of NT$72,645,000 and NT$36,322,000, respectively.
The difference between the planned distribution amounts and the estimated amounts of NT$72,645,474
and 36,322,737 in the statement is NT$-474 and NT$-737, respectively. The differences are the result of
differences in accounting estimates, so they are treated as changes in accounting estimates.

2. The remuneration to employees in the form of shares, the proportion of the said remuneration to the net
income after tax, and the total amount of employee remuneration for the current fiscal year:

The Company did not propose to distribute employee remuneration in shares, so it is not applicable.

Actual distribution of remuneration paid to employees, directors, and
supervisors (including the number, sum, and price of shares distributed),
and where there is any discrepancy between the amount actually distributed
and the one recognized, the sum, reason thereof, and treatment of the
discrepancy shall be described:

The amount of remuneration to employees and directors was NT$75,520,000 and NT$26,430,000,
respectively, for 2019 while the estimated amounts were NT$75,526,451 and NT$37,763,225, respectively; thus,
the discrepancies between the estimated amounts and the actual amounts were NT$-6,451 and NT$-11,333,225.
For employee compensation, it is due to differences in accounting estimates while as for director compensation,
the planned reduction is to sail through the difficult times together. If the the changes in the amount do not
meet the criteria for restatement of the financial statements, the discrepancies will be listed as profit/loss for the
following year.

The Company's Buying Back of Shares: None.

10. The Handling Situation of Corporate Bonds, Preferred

Stocks, and GDR: None.

11. Issuance of Employee Stock Options None.

12. New Restricted Employee Shares

2020 Annual Report '

(1) The new restricted employee shares that have not fully met the vesting conditions,
and the impact on the shareholders’ equity.

April 19, 2021

Type of new restricted The second issue The first issue in | The second issue | The first issue in | The second issue
employee shares in 2017 2019 in 2019 2020 in 2020

' October 21,2019

---------------------------------------------------------------------------------------------------------------------------------------------

Date of effective registration

QOctober 31, 2017

October 21, 2019

---------------------------------------------------------------------------------------------------------------------------------------------

Number of new restricted
employee shares issued (shares)

---------------------------------------------------------------------------------------------------------------------------------------------

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

Ratio of the number of new '
restricted employee shares issued .
to the total shares issued (%)

July 20,2020 ¢ July 20, 2020
July 30,2020 ! January 25, 2021
2,260,000 740,000
0 0
05 0.16

_____________________________________________________________________________________________________________________________________________

Vesting conditions for new
restricted employee shares

Restricted rights for new
restricted employee shares

results and personal performance as
stipulated in the issuance rules.

employee shares, before fulfilling

i results and personal performance as
' stipulated in the issuance rules.
.

'
'
'

________________________________ e

the vesting conditions, shall not sell,
pledge, transfer, or donate them to
others or perform any other means

of disposal.

+ 2. Employees shall attend, propose,

speak, and vote at the shareholders’ ;

meeting according to the trust or
custody contract.

. In addition to the aforementioned

restrictions, before the vesting
conditions are met, employees’
other rights after granted new
restricted employee shares in
accordance with the regulations,
including but not limited to:
dividends, bonuses, the right for
being distributed with capital
surplus, the subscription rights for
cash capital increase, and voting
rights, are the same as the ones
bestowed by the Company's
ordinary shares issued.

' 1. Employees granted new restricted : 1. Employees granted new restricted

employee shares, before fulfilling
the vesting conditions, shall not sell,
pledge, transfer, or donate them to
others or perform any other means
of disposal.

1 2. Employees shall attend, propose,

2.

speak, and vote at the shareholders’ .

meeting according to the trust or
custody contract.

. In addition to the aforementioned

restrictions, before the vesting

'3

conditions are met, employees' other :

rights after granted new restricted
employee shares in accordance
with the regulations, including but
not limited to: dividends, bonuses,
the right for being distributed with
capital surplus, the subscription
rights for cash capital increase, and
voting rights, are the same as the
ones bestowed by the Company's
ordinary shares issued.

' It must meet the Company's operating ! It must meet the Company's operating : It must meet the Company's operating

results and personal performance as
stipulated in the issuance rules.

1. Employees granted new restricted

employee shares, before fulfilling

the vesting conditions, shall not sell,

pledge, transfer, or donate them to
others or perform any other means
of disposal.

Employees shall attend, propose,

speak, and vote at the shareholders’

meeting according to the trust or
custody contract.

In addition to the aforementioned
restrictions, before the vesting

conditions are met, employees' other

rights after granted new restricted
employee shares in accordance
with the regulations, including but
not limited to: dividends, bonuses,
the right for being distributed with
capital surplus, the subscription
rights for cash capital increase, and
voting rights, are the same as the
ones bestowed by the Company's
ordinary shares issued.

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

Custody of new restricted
employee shares

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

' For new restricted employee shares
i granted to employees, when the

vesting conditions are not fully met,
' the shares will be fully withdrawn by

Handling of new restricted
employee shares granted or
subscribed to when the vesting
conditions are not fully met

For new restricted employee shares
i granted to employees, when the

vesting conditions are not fully met,
' the shares will be fully withdrawn by

i the Company and canceled without
' any compensation.

Number of new restricted '
employee shares that have been |
withdrawn or repurchased

 For new restricted employee shares
i granted to employees, when the

vesting conditions are not fully met,
 the shares will be fully withdrawn by
i the Company and canceled without
any compensation.

: the Company and canceled without
! any compensation.

---------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------

Number of restricted shares with
the restrictions lifted

Number of restricted shares with
the restrictions not yet lifted

The ratio of the number of
unreleased restricted shares to the
total number of issued shares (%) !

116,000 . 30,000
682,000 45,000
homo0 | 105000
0.23 0.02

50,000 . 0
0 i 0
o000 | 740000
0.49 0.16

---------------------------------------------------------------------------------------------------------------------------------------------

Impact on shareholders’ equity

No significant impact.

No significant
impact.

No significant
impact.

No significant
impact. 1

No significant
impact.

Note: The total number of shares issued as of April 19, 2021 was 451,624,324.
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(2) Name and acquisition status of managerial officers having acquired new restricted
employee shares and of employees ranking among top 10 in the number of new

restricted employee shares acquired: April 19, 2021
)
New Ratio of new - -

: restricted Ratio of Ratio of
restricted employee Number released Number of unreleased
employee shares issued | Of released | Issue Issue restricted unreleased Issue restricted

shares tothetotal | restricted | price | Amount | sharestothe | restricted Amount | shares to the
acquired shares issued shares total shares shares total shares
issued issued

General Manager Liang, Li-Sheng

'
'
*

! General Manager of Business 1o o~ 3 E ! i ! i ! i i
Department jPan Yung-Tal 3 s o : : o :
: General Manager of Operations : Kuo, You-Min =

i Senior Vice General Manager | Hsiao, Yin-Yi | ! 1 | H ! H | i H

777777777777777777777777777777777777777777777777777

Senior Vice General Manager i Chou, Yen-Chou

'
' ' '
PR g AP S 4 ' ' ' ' ' ' ' ' '

< H H

Q [ 1

3 : :

& 1 : P ‘ ! L !

g | Vice General Manager | Chang, Ching-Kai ! 3,135000 069 685000 0 : 0 | 015 $2450000: 0 ! 0 ' 054

g, | Vice General Manager : Chang, Yao-Han __ ‘ ! L 1 ! L ’

3 |Vice General Manager _ _:Wei Hao-San ! ! E P ! E P :

" |Vice General Manager i Hsu, Chia Chih 1 E P ! E b 5
: Vice General Manager : Chen, Ying-Shou = = ’ ! = : ’ ’
; Vice General Manager (Zhuo, Yili ! ‘ ! L 1 ! L 1
! Vice General Manager i Wang, Ching-Der | : E P : E b 5
1 Assistant Vice General Manager | Chang, Shu-Chuen i | | | | | i 1

____1Assistant Vice General Manager | Su, Yu-Chen S S . S . S . [
| Senior Assistant Vice General ] | ! i ! | ! ! !
:Manager : ! P E ! Lo i
| Senior Assistant Vice General ! ) | i | ) | } i
‘Manager : | Lo E i Lo :
1 Senior Assistant Vice General ! ! ! ! ' ' ' : :

m :M§_r1_a_g_e_|‘_ _______________________________________ ] ! ! ! ! ! ! } !

© i i ) - ! y ! i ! y ! g ) )

g p.A.%S_'ﬁt_a_”_t_‘_/lc_%_G_‘?'J?Ea_'_’_\’_'a_f_‘?%!_.Y_a_“_gl_gb?."ﬂ.'99.9..1 1195000 026 198000 O : 0 | 004 997000 i 0 ! O | 022

[ ) [ )

 Assistant Vice General Manager : Chen, Chi-Shiu !

® | Assistant Vice General Manager | Lee, Huan-Chih 3 E Do E E Lo : a e r e ra IOI Ia Ve r\/l eW
 Assistant Vice General Manager | Ma, Yu-Jheng | ! : P I i L ; ‘

---------------------------------------------------

---------------------------------------------------

i Senior Manager | Fan, Kang-Yang : : : . ; : : : : .
Note 1: Total number of shares issued as of April 19, 2021 was 451,624,324 l . CO ntent Of BUS| ness
13. The Handling Situation of Mergers and Acquisitions or the (1) Business scope
. Main content of the Company's business activities:
Issuance of New Shares by Other Companies 1. M tent of the C 'sb tivit
(1) Completion of mergers and acquisitions or issuance of new shares in connection with
iciti H CB01020 Office Machines Manufacturing

any Z_iCC]leISItIOn of sha_res of another (?ompany in the most recent year and up to the CC01030 Electric Appliance and Audiovisual Electric Products Manufacturing

pUb'IC&tIOﬂ date of this annual report. None CC01060 Wired Communication Equipment and Apparatus Manufacturing
(2) Any issuance of new shares in connection with acquisition of shares of another gggig;g Egg&%m;;ggg Eﬂ%’ggﬁg;g‘&;”ﬁ:ﬁ‘;‘:ﬁng""‘”“fac“”'”9

Compar_]y fapprovec_i by the Board of Directors in the most recent year up to the date CC01101 Restrained Telecom Radio Frequency Equipment and Materials Manufacturing

of publishing of this annual report: None. CC01110 Computers and Computing Peripheral Equipment Manufacturing

CE01030 Photographic and Optical Equipment Manufacturing
1 1 H F401021 Restrained Telecom Radio Frequency Equipment and Materials Import
14. Status of Implementation of Capital Allocation Plans T Wi o
.. F113050 Wholesale of Computing and Business Machinery Equipment

(1) Description of the Plans F118010 Wholesale of Computer Software

As of the quarter before the publication date of this annual report, previous issuance or private placement of marketable F213030  Retail Sale of Computing and Business Machinery Equipment
securities that have not been completed, or that have been completed but are yet to record any benefit within the past three D St Dl (el AU ASer
R ) . ! C805050 Industrial Plastic Products Manufacturing
fiscal years: Not applicable. CA02010 Metal Architectural Components Manufacturing

. . CA02090 Metal line Products Manufacturing

(2) Implementatlon- F401010 International Trade

As of the quarter before the publication date of this annual report, regarding the implementation of each plan F114030 Wholesale of Motor Vehicle Parts and Supplies

: : : : f - : . F214030 Retail of Motor Vehicle Parts and Supplies
mentioned in the preceding paragraph, please conduct an item-by-item analysis that compares the status of implementation . ¥ iy . . .
P . gp . graph. p y y P P 7799999 All business items that are not prohibited or restricted by law, except those that are subject to special approval
and expected benefits: Not applicable.
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2. Percentage

Non-PC products

% / Non-PC Products

A. Vision Technology

A-1 Mobile Camera Module

Automotive camera modules

B. System Integration

B-1 Business Equipment

B-2 Smart Home Products

B-3 Wireless Charging

10W-40W large area non-fixed wireless
charging solutions, applicable to iPhone

2020 Total PC peripherals B 24 48, and 64 megapixel optical Scanners fast charging
stabilization camera modules - .
61.47% 38.53% . " Cglor flatbed scanners = 10W-15W magnetic wireless charging
68,240,939 = 13+13 megapixel dual-camera = High-speed ADF scanners modules, applicable to iPhone fast
Amount 41,949,645 ’ ’ Amount 26,291,294 . ;“gdu'e; " ol e = ARDF scanners charging
° Units: Thousand NTD; % céﬁ:rr; mo drUIee %az?rléﬁ t :;?m;rg;: us = DADF scanners = 10W-15W Qi-certified wireless charging
. m Office scanner modules pads/docks, applicable to iPhone fast
= 13, 16, and 20 megapixel ® Software and firmware charging
frl]%?ﬂ_elg Op quick autofocus camera development for scanner = 10W-15W Qi-certified original
: modules equipment multi-coil wireless in-car
= 13,16, 20, 24, 48, and 64 megapixel . charging modules, applicable to iPhone
optical image stabilization + Printers fast charging
autofocus camera modules = Development of control panels = 10W-15W Qi-certified wireless charging
® 48 and 50 megapixel micro tripod for monochrome and color laser stands, applicable to iPhone fast charging
head optical image stabilization + printers - 30_40’ . ) )
: W high-power wireless chargin
. Current products (services) autofocus camera modules. = Software and firmware ovices forgfap?ops or destop Com%ut%rs ,
= 8 and 48 megapixel 5x optical zoom development for monochrome tablets
periscope camera modules and color laser printers = RF wireless chargers
/ PC Peripherals = Phase difference level quick = Dot matrix business printers
autofocus camera modules = Thermal induction printers B-4 Smart Interface Products
_ _ _ ® 13+13 megapixel dual-lens camera m Portable thermal printers
Computer input devices Wireless Charglng device modules = Smart doorbells
= Optical mouses = Mechanical laptop keyboards ] ?gl)SWthi_cemf-iftq m?_Fjl)JIes for receiving ] 33;1I2e g:?# :)Tjiglgsplxel zoom l\/lultifuncrt]ion print;:r o = Smart door locks
: X) and transmitting (Tx) power 2 ® Monochrome and color laser
u . -
Advanced laser mouses = Optical laptop keyboards = 5-15W Oi-certfied finished devices for = 20+12 zoom megapixel zoom multifunction printers e e
B Wireless RF optical and laser ® Ultra-thin tablet keyboards S d " dual-lenses = Devel £ | | = Indoor digital camera
Mmouses = Kevboard modules receiving (Rx) and transmitting (Tx) power ) evelopment of control pane i el
Y = 30W medium- and high-power modules = 8 to 20 megapixel ultra-small for multifunction printers = Explosion proof digital camera
® Bluetooth mouses B Smart TV remote controls f - s camera modules ; iai i i
) - . or receiving (Rx) and transmitting (Tx) ] ® Software and firmware = Digital camera with ultra-high
= Wireless bluetooth dual-mode " chr{ed rl}(eyboards made for iPad power = 8 megapixel ultra-small camera development for multifunction frequency radar sensors
and iPhone (MFi . . . i
mouises " Video ame('o s)ticks = 30W medium- and high-power devices modules for smart gliaisses printers = Smart radar doorbells
= Wired/Wireless dual-mode 9 Joy: for receiving (Rx) and transmitting (Tx) m 3D/2.5D face recognition modules
e-sports mouses ® Bluetooth game cgntrollers power = 3D depth sensing modules Fax machines C. TYMPHANY Acoustic Products
= Wired/Wireless/Bluetooth = Game console peripherals = 3D machine vision sensing modules | w Black-and-white fax machines ’
dual-mode mouses Laptop touchpads m Under-screen optical fingerprint C-1 Speaker Modules and Systems
® Wireless pointers i : modules Data process devices .
- = Click feedback-based precise itive fi int identificati ) = Smart voice-controlled speakers
= Mini mouses multi-point touch panel modules = Capdaclltlve ingerprint identification = Computer terminals ® Bluetooth portable amplifiers
i modules o _
= Wired keyboards = Force-sensing-based precise = Ultrasonic fingerprint identification = Moblle internet-connecting ® One-piece surround speakers (2.1 and
= Wireless keyboards multi-point touch panel modules modules 9eTp deylces _ 5.1 channels)
= Bluetooth keyboards ® Click feedback-based precise = Point-of-sale (POS) devices = One-piece surround speakers
= Wireless/Bluetooth dual-mode multi-point touch panel modules A-2 Smart Vision Technology = Barcode readers (DT/TTR) supporting Dolby stereo specifications
keyboards ® Dynamic full-color light-effect = Smart monitoring = Cash registers (CR) = Professional acoustic equipment and
B Multi-device keyboards precise multi-point touch panel = Smart door lock face recoanition ® |ottery printers digital mixers for personal performance
. i modules cK tace recogniti Professional amplifiers for professional
Mechanical keyboards modules i i
= Optical keyboards Dock Office automation products m performance venues
i ) .
L] M,())uses ar)lld keyboards for u OIC SITh delbolt 3 dock . zmart'lfoor ooy Pt mocles = Shredders = Computer/acoustic speakers
games 4 ntel Thundelbolt 3 docks = ourvelllance cameras = Laminators m Full-frequency, low-frequency,
= Wirel keyboard " USB-C docks " Copference cameras . ®m Binders high-frequency, and various profes-
Wireless e-sports keyboards B USB-C Travel power docks = Police law enforcement instruments ® Paper cutters sional speaker drivers
= Backlit keyboards ® Wireless char . ;
ger docks = Card printers = Smart home wireless speaker systems
= Laptop keyboards x Stand docks D A-3 Automotive Camera Module = Voice-controlled speakers

Portable wireless amplifiers

m Reversing auxiliary camera modules
= ADAS automotive triple-camera = Portable wireless network
modules storage devices ® Wireless earbud headphones
= Camera quules for advanced = Wireless fast charging and ® Headsets
driving assistance . wireless backup storage devices = True wireless bluetooth headphones
" gsos?:{;)r!:gers for advanced driving m Ultra-high frequency radar = Headphones for games
u LA/LS Camera. rr_lo_dules o i Z(:::zr?adar doorballs : 3m_art_hon;e \|I|V":Iess slf)eaker systems
autonomous driving u Smart door locks oice-controlled speakers
= Camera modules for driving = Home automation ® Portable wireless amplifiers
® Speaker drivers

monitoring and in-vehicle detection
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4. New products (services) under development plans

Computer input device mouses and
keyboards

Backlit keyboards

Keyboard modules

Bluetooth and wireless controller and
pointers

High-speed e-sports wireless mouses
E-sports professional multifunction
mouses

Mouses and keyboards for games
Game console peripherals
Multi-touch panels

Smart TV remote controls

A. Vision Technology

A-1 Mobile Camera Module

Full-HD camera module for thin laptops

Single/multiple high-pixel camera
modules for mobile phones

360° panorama/sports cameras
Surveillance cameras

Mobile phone fingerprint identification
modules

Credit card fingerprint identification
module

Wearable cameras

VR camera modules

Keyboard and leather cover
keyboard for ultra-thin tablets
Mobile phone gaming controllers
Input devices for living room

Thin mechanical keyboards

Thin film keyboards

High speed transmitting expansion
ports for laptops

Keyboards with audio function for
meetings

Smart writing pads

Digital conversion devices

A-2 Smart Vision Technology

m Portable wireless network (wide
area network) portable
camcorders for police

B Smart doorbells

= Home security surveillance
systems

®m Smart surveillance systems
® Smart video conference systems

®m Smart door lock fingerprint
modules

= High-speed transmitting expansion
ports

® Smart audio and video control

interface

Wireless docks

Intel Thundelbolt 3 docks

USB-C docks

USB-C travel dock stations

DisplayLink universal docks

Wireless charging devices (for

mobile phones, laptops, tablets, and

other consumer products)

A-3 Automotive Camera Module

m Reversing auxiliary camera modules

m Camera modules for driverless and
advanced driver assistance

= Driving and in-car surveillance
camera modules

® ADAS triple-camera module for cars

B |n-car monitoring and advanced
driver assistance controller (ECU)

B. System Integration

B-1 Business Equipment

Commercial desktop high-speed
automatic sheet-fed DADF scanners

Commercial network scanners

High-speed multifunction office
scanner modules

Development of control panels for
high-speed color laser printers

Monochrome/color barcode printers
Card printers

Development of control panels for
multifunction monochrome/color
printers

Mobile internet-connecting devices

Development of control panels for
POS

Development of interface between
portable photo printers and the
internet

B-4 Smart Interface Products
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Apple Homekit smart doorbells
Apple Homekit smart door locks

B-2 Smart Home Products

Household network storage
devices

Portable wireless network storage
hard drives

Smart home multimedia servers
for audio-visual entertainment

Application software products for
smart home

Smart light devices

Home wireless fast charging and
wireless backup storage devices

Ultra-high-frequency radar
Sensors

Smart doorbells
Smart radar doorbells

B-5 Surveillance Products

Ultra-high resolution digital
camera

Quick Ball digital camera
Al digital camera

Digital camera for traffic
monitoring

B-3 Wireless Charging

10W-80W large area non-fixed wireless
charging solutions, applicable to iPhone
fast charging

10W-80W wireless charging modules,
applicable to iPhone fast charging
10W-80W wireless charging pads/docks,
applicable to iPhone fast charging
10W-80W multi-coil wireless in-car
charging modules, applicable to iPhone
fast charging

10W-80W wireless charging stands,
applicable to iPhone fast charging
Wireless charging pads and receiving
modules for 30W-200W medium-power
laptops

RF wireless chargers

10-15W all-in-one computer wireless
charging modules, applicable to iPhone
wireless charging

Medical hearing aid wireless chargers
16-coil wireless multi-chargers without
positioning function

2000W home and industrial wireless
chargers

C. TYMPHANY Acoustic Products

C-1 Speaker Modules and Systems

= Voice-controlled speaker

modules ® Online audio conference
m High power amplifier system

modules = Audio-visual creation
= Mixers control system

(2) Overview of the Industry

1. Industry Status and Development
I PC Peripherals

The PC peripheral products of the Group are
mainly keyboards and mouses for desktop computers
and laptops. The market change of this product line is
closely related to the development of personal computer
products. According to the IDC and Gartner analysis
reports at the beginning of 2020, since the demand for
remote work and teaching due to the pandemic in 2020,
global personal computer (PC) shipments were about
303 million units, an annual increase of 13.1%. With the
strong demand and shortage of production capacity,
the production potential in every link of the supply chain
has reached its limit. PC manufacturers and original
design manufacturers (ODMs) needed to deal with the
shortage of components and capacity, and logistics
problems still existed.The focus of the overall market
growth was placed on home office and online learning,
but the capabilities of the consumer market itself should
not be ignored. The shipment of gaming computers and
monitors has reached the highest level in history, and
Chrome has penetrated into the consumer market in
addition to education. In 2020, Chromebook shipments
reached 29.6 million units, an annual growth rate of
74%. However, most of the demand in the education
market has not been met. In addition, countries in
Central and South America and the Asia-Pacific region
have also introduced Chromebook, with the overall
demand reaching a peak. Currently, Chromebook
shipments in 2021 are expected to exceed 40 million
units, with an annual growth rate of around 37%. With
Google’s active efforts in developing its global layout, it
is not ruled out the possibility that the annual shipment
volume may still be revised upwards. The Group
adheres to the principle of continuous innovation and
R&D and has continued to attract and collaborate with
world-renowned brands through its industry-leading
new technologies, so it continues to grow at a high level
in the overall computer market. The pursuit of lightness
and thinness has become the mainstream trend in
the mobile devices industry, and the lack of external
interfaces has caused the market for docks to grow
vigorously. The docks can enable functions, such as data

m Video conferencing system

2020 Annual Report

C-2 Headphones

u Speaker driver through new processes

u Noise-cancelling true wireless earbud
headphones

B True wireless bluetooth hearing aid earphones

transmission, power supply, and video output through
a USB interface easily. According to the estimates by
Infiniti Research, a market research agency, the global
dock market is expected to grow to US$762.68 million
between 2020 and 2024. Personal computing devices
can be connected to more USB interfaces, network
cables, audio cables, video output cables, and support
peripheral devices with different specifications, such as
chargers, through a multifunctional dock. In addition,
driven by new trends, such as bring your own device
(BYOD) and work from home (WFH), the demand for
docks has been further increased. The main markets
include personal work environment, medical care,
industrial control, automotive electronics, school
education, and business and office, as well as e-sports,
the compound growth rate is predicted to be as high
as 15%. Based on the core technology of high-speed
signal transmission and system integration, the Group
has also actively integrated relevant core technologies,
including audio/video/interface, and launched an
integrated dock that meets the needs of a variety of
fields, while entering the new application fields of
smart Internet of Things (IoT) interface and audio-visual
interface.The Group has begun to further step into
the high-end market and develop high-performance,
high-speed transmission expansion ports and tactile
feedback precision touchpads for thin and light laptops.
It has targeted the business market needs of the top
three major computer brands.

Although the focus of the overall market growth
in 2020 was placed on home office and online learning,
the capabilities of the consumer market itself should
not be ignored; the shipment of gaming computers
and monitors hit the record high in history. Particularly
when people were isolated at home, they begun to
spend more time on e-sports, which also contributed
to a large number of new e-sports players. Many
gamers were more focused on their passions and
actively expanded their peripheral devices or upgrade
PC components to strengthen combat readiness in
games. This has increased the demand for purchasing
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peripherals of e-sports games.
I1.Non-PC Products

A. Vision Technology

A-1 Mobile Camera Module

According to the data released by IDC on October
30, 2020, the global total smartphone shipments in the
third quarter of this year (2020) were 354 million units,
a year-on-year decrease of 1.3%, but it was better than
IDC's previous prediction of a 9% decline. With the
improvement of the pandemic during the third quarter,
part of the global mobile phone market showed a trend
of recovery. Samsung regained its top position in the
third quarter with a market share of 22.7%. Huawei lost
its position in the first place and ranked second with a
share of 14.7%. Xiaomi defeated Apple for the first time
with a share of 13.1%, ranking third in the world.

IDC pointed out that an important trend in the
recovery of the mobile phone market lies in the fact
that some emerging markets have rebounded faster
than expected. India, the world's second largest market,
demonstrated a very strong sales performance in the
third quarter. Other emerging markets, such as Brazil,
Indonesia, and Russia, ranked fourth, fifth and sixth
in the world, respectively, are showing strong growth.
IDC said that although some of the demand was
suppressed previously, more importantly, a series of
promotions and discounts were offered to accelerate
the growth of these markets; in India, distance learning
has increased the demand for low-end smartphones,
because compared with tablets, they are better deals.
However, the increase in the demand for low-end
smartphones will only further intensify the competition
and increase the pressure on manufacturers' profits.

In the third quarter, the smartphone markets
in some advanced countries witnessed a significant
decline, which were also Apple’s major markets. The
reason was that the release of the iPhone 12 was
delayed by one month, resulting in a decline in sales;
meanwhile, in many such markets, the 5G promotional
activities began to be launched, and users was able
to buy the corresponding products in different
range of prices. IDC pointed out that although some
revenue figures seem to be far from satisfactory, the
smartphone markets have greatly improved in terms
of supply chain and consumer demand. In advanced
countries, it is obvious that most consumers will buy
a 5G phone for their next mobile phone regardless of
brands or price ranges.

Observing the performance of various
smartphone companies in the third quarter, IDC
pointed out that Samsung’s smartphone shipments
reached 80.4 million units, occupying the top position
in the third quarter with a market share of 22.7%, an
annual increase of 2.9%; India was its largest market,
accounting for 15% of the total shipments. Huawei lost
its number one position in the third quarter, ranking
second with 51.9 million shipments and the market
share at 14.7% ; its shipments in the China's market

decreased by 15% and 22% for the global market on an
annual basis. The impact of sanctions is growing, and
the company continues to face challenges.

Xiaomi's shipments reached 46.5 million units,
ranking third in the world, beating Apple for the first
time with a 13.1% share and a 42% growth rate; this
was the result of the growth of the Indian market and
the continued strong growth of the China's market,
which accounted for 53% of the company’s shipments
in the third quarter. In India, Xiaomi's production
capacity returned to nearly 85% of the pre-pandemic
level, which contributed to the increase of its market
share. Apple's iPhones shipments reached 41.6 million
units in the third quarter, a year-on-year decrease of
10.6%, ranking fourth with a market share of 11.8%
for the first time. Looking ahead, with the strong early
demand for the iPhone 12 and the great deals offered
by major U.S. telecom providers to promote phone
replacement, IDC expected Apple to achieve growth in
the following few quarters.

As for vivo in the third quarter, it returned to the
top five with shipments of 31.5 million units, an annual
increase of 4.2% and a market share of 8.9%.

A-3 Automotive Camera Module

Countries around the world are paying more and
more attention to driving safety, making the advanced
driver assistance system (ADAS) to have become the
standard equipment of cars. Therefore, it is estimated
that ADAS-related components and equipment will
also become the fastest-growing segment in the new
car standard equipment market. Eight percent of new
cars n Europe the U.S. and only around 2% of new cars
in emerging markets are equipped with this system.
The low overall market penetration rate also means
that there is a great deal of room for market growth
in the future. It was estimated that the output value in
2018 already reached NT$350 billion. This system has
also gradually penetrated from high-end models to
mid-end ones and gradually gathered momentum.

The total global shipments of automotive lenses
will reach approximately 225 million units, of which
the total shipments of ADAS system optical lenses will
reach around 88 million units. If the average price of
automotive lenses is estimated at around US$40 per
unit at this stage, the global ADAS optical lens market
will continue to grow to approximately US$9 billion in
2021.

Since the release of the 2025 Roadmap of the
European Union’s European New Car Assessment
Program (Euro NCAP), regulators around the world
have begun to focus their attention on the driver
monitoring system (DMS) to prevent the dangers
caused by driver distraction or fatigue. It is stipulated
that the driver monitoring requirement should be fully
applicable to new models, as well as to all vehicles that
will be registered in Europe, including existing vehicles.
From 2022, commercial vehicles in Europe should be
installed with DMS in the front compulsorily. Therefore,

the DMS shipments surged by more than 300% in first
quarter of 2020 year on year.

B. System Integration
B-1 Business Equipment

The Group's business equipment includes
image scanners, printers, multifunction printers
(office devices), binding machines, barcode readers
information processing devices (such as computer
terminals and cash registers) and office automation
products (such as shredders and laminators). Out of a
variety of products, the main products are scanners and
multifunction office printers.

Because scanners, printers, and office devices are
all products produced by well-developed technologies,
even though the products are still moving toward high
resolution and internet connection, prices continue to
fall. The global economic downturn has continued and
the growth of emerging markets has also slowed down,
leading to continued declines in the sales of printers
and office devices. According to the 2016 annual report
on the research of China's printer market released by
IDC, the total number of new printer installed in China's
printer market continued to decrease, and the number
of new printer installed from all mainstream printer
manufacturers continued to fall. In the economic
downturn, the procurement from the government and
small and medium enterprises has shrunk significantly.
Meanwhile, the purchasing habits and needs of
individual consumer groups have also changed. Price
and advertising promotion are no longer the primary
factors affecting consumers' purchase. The cost-
effectiveness, reliability, and services of products
have gradually become the key to influencing buyers'
decision-making. In addition, the popularity of mobile
devices (smartphones and tablets) and the digital trend
have impacted the printer market, causing the number
of prints to continue to decline. However, IDC's report
pointed out that the compound annual growth rate
(CAGR) was expected to grow at a rate of 2.3% from
2014 to 2019, making people once again pay attention
to the management of the printing service market.
In addition, with the rapid growth of the smartphone
and tablet market, the industry has developed a large
number of innovative applications, such as cloud
printing and cloud scanners; as such, users can directly
send documents via Wi-Fi for printing or directly access
documents or image files through mobile devices.
These new functional applications have become a
must-have for multifunction printers. The demand for
these new functions and the expansion of emerging
markets have brought new growth momentum to low-
end black and white and color A4 printers.

B-2 Smart Home Products

With the popularity of broadband networks and
the increase in transmission speeds, the home network
environment has become more developed. With the
increasing number of wireless network products,
smartphones, tablets, and relevant applications, the
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boundary of the different interfaces and operating
systems of network/computer/mobile devices (smart
phones/tablets) and TVs/electric appliances has
become increasingly blurred. All platforms and devices
can be connected to each other (all connected),
creating a seamless audio and video entertainment
environment. The user's operation interface is also
more intuitive and user-friendly. Smart home-related
products and applications have become an inevitable
trend. It is also the highlight of consumer electronics
and the favorite of major electronic fairs, such as CES,
CeBIT, and IFA. With the improvement of wireless
network bandwidth (IEEE802.11n MIMO and ac MU-
MIMO), the user experience in audio/video streaming
can better meet consumers' expectations and promote
the development of relevant products and services.

Leading brands have continued to launch higher-
end relevant products recently, from ultra-high-
definition 4k LCD TV, various set-top boxes (such as
Apple TV,Roku, Google Chromecast, and Amazon Fire
TV), network storage devices (such as NAS and DLNA
wireless storage), audio and video entertainment
servers (such as Xbox One, PS4), as well as wireless
speaker systems (such as sound bars). Regardless of
whether it is a hardware manufacturer or an Internet
service provider, they had worked very hard to improve
product specifications and the performance over the
past year. Although each enterprise's product lines
and technologies are different, the relevant hardware
and software applications, including audio and video
streaming and cloud computing, have become the
focus of smart home growth in the next few years in
terms of market applications.

The four-screen and one-cloud environment (TV
screen, computer screen, mobile phone screen, tablet
screen, and home private cloud) for the living room as
the home entertainment center has led to consumers'
needs for audiovisual data storage and management
(personal cloud) and sharing between devices.
Whether on hardware or software, consumers have
practical needs for the storage, management, sharing,
and streaming of digital videos, photos, music, and
document files, which have created many new business
opportunities.

B-3 Wireless Charging

After wireless charging has undergone specification
wars and technological evolution in the past ten years,
with the support of major mobile phone suppliers (such
as Apple and Samsung) in 2018, and the joining of
Xiaomi and Huawei in this field in 2019, the specifications
of the wireless power consortium (WPC) (also known as
Qi on the market) have become the mainstream in the
market. The Company has also worked in this field for
more than ten years and developed dozens of products
and shipped millions of units.

According to the data from Strategy Analytics,
with the increase in the penetration rate of mobile
phones equipped with the wireless charging function
and the growing demand for smart portable products,
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such as Bluetooth headphones, the total global
shipments of Qi-certified wireless charging receivers
and transmitters reached 465 million units in 2019, an
annual increase of 27%. The global penetration rate of
mobile phones with the wireless charging function is
expected to be close to 45% in 2024 (currently around
25%). In addition, automotive wireless transmitter
modules that meet Qi specifications demonstrated a
nearly 60% growth in 2019, with more than 20 million
units shipped. The adoption of wireless charging
products as the standard equipment by international
automotive manufacturers is just around the corner.

At present, the most popular ones in the
market can be divided into three types. The first
one is dedicated to low- to medium-power mobile
communication devices, consumer electronics, and
wearable devices; the second one is dedicated to
medium- to high-power applications, including
computers, machine tools, industrial equipment, and
home kitchen appliances; the third one is dedicated to
ultra-high-power vehicles. At present, the first type of
products is the main focus of development, accounting
for more than 90% of the market demand, which is also
driving the accelerated investment in the second and
third types.

For this low- to medium-power wireless charging
function, in addition to gradually expansion from
high-end mobile phones to mid-end mobile phones
(such as the Honor series of Huawei), it has been
rapidly expanded to peripherals, including smart
watches, wireless headphones and wearable devices,
while applied to various types of smart home devices,
acoustic products, IoT sensors, medical equipment,
robots, and drones. This will drive the wireless charging
market to continue to grow and penetrate into all
consumers' lives and fields of industrial control,
medicine, and cars.

B-4 Smart Interface Products

Benefiting from the development of cloud
computing, edge computing, and artificial intelligence,
the market demand for smart doorbells and smart
door locks has increased significantly in recent years.
With the camera and intercom function of the doorbell,
consumers can still make video calls with visitors even
when they are not at home so as to avoid missing
important appointments or packages. Key is digitized
because of smart door locks, which provides consumers
with diverse and convenient unlocking methods
and makes it easier for consumers’ lives. Meanwhile,
through real-time notice of door opening and closing,
consumers can instantly keep abreast of the status of
the door at home, which safeguard family safety in the
first place. The market demand for these new smart
interface devices has created new growth opportunities
for us.

B-5 Surveillance Products

The increasing demand for home security in smart
homes has prompted the security surveillance industry

to step into the private sector from the public sector,
and has driven many manufacturers to introduce
more diversified home-based surveillance products.
The popularized mobile devices integrated with cloud
computing has witnessed a significant reduction
in equipment construction complexity and cost, in
addition to the enhanced immediacy and convenience
of security protection; therefore, the penetration of
relevant products increased, and relevant technologies
have also become the field on which manufacturers
have focused in recent years. Looking ahead to the
future, the vision-based security surveillance industry
will respond to the demand for high intelligence and
a substantial increase in the amount of data because
of the increase in resolution or the increasing number
of camera modules used in a product, technologies,
including Al and edge computing will be the target
every player pursues in the next few years. In summary,
the security surveillance industry has benefited from
the innovation of various technologies and applications,
and the global output value has been maintaining a
double-digit growth.

C. TYMPHANY Acoustic Products

Acoustic products mainly refer to a variety of
whole-machine products and parts, including speaker
systems, headphones, power amplifiers, speakers,
microphones, and answering machines.

Speaker systems mainly include bluetooth
speakers, wireless speakers, smart speakers, sound bars,
and Hi-Fi systems. In recent years, with the economic
growth and the continuous innovation of audio signal
technology, consumers' demand for speaker products
with good performance and advanced technology
has been increasing. Smart speakers can acquire high-
quality contents on the Internet; combined with artificial
intelligence technology, they have provided consumers
with diversified services and a better user experience,
broadened the application boundaries of acoustic
products, and promoted the rapid development of the
acoustic industry.

Since the 1980s, with the rapid development of
the audiovisual entertainment industry and consumer
electronics industry, headphones have been widely
used in mobile phones, music players, and computers.
In early days, headphones were connected to audio
players through wires. In recent years, with economic
development and technological innovation, major
consumer electronics manufacturers and technology
companies have entered the headphones industry,
driving the continuous development of the headphones
industry in technology, scale, and application fields, to
provide consumers with headphones products that are
better in sound quality, more portable, a better smart
interactive experience.

C-1. Speaker Modules and Systems

The speakers industry has a long history with
a stable competitive environment. The giants in this
industry are basically well-developed multinational

companies, such as BOSE, Harman, B&O, Apple, and
Sennheiser, with a dominant position in the high-end
market.

The speakers industry is experiencing "smart"
and "wireless" development opportunities. The product
structure is changing rapidly; the market size of products,
such as radios, answering machines, and CD players
is shrinking. However, smart speakers and wireless
headphones have become a new driving force behind
the development of this industry. These two fields have
also attracted companies in the Internet industry, such
as Amazon, Google, Apple, Alibaba, Baidu and JD.com,
and they have launched smart speakers or true wireless
headphones products.

Smart speakers are a popular product in electronic
consumption in recent years. Since Amazon launched
the first speaker - first generation of Echo - in 2014,
smart speakers shipments have grown exponentially,
and the global shipments surged from 2.55 million
units in 2015 to 86.2 million units in 2018, with the
compound annual growth rate of around 223%. The
global smart speakers’s shipments exceeded 56.2
million units in the first half of 2019.

According to IDC's forecast, the market size of
smart speakers will increase from US$4.4 billion in 2017
to US$17.4 billion by 2022, with an annual compound
growth rate of 32%, which is the fastest growing
segment of smart home devices.

With the development of communication
technology and the popularization of smart phones,
the pan-entertainment industry represented by music
streaming, online video, live broadcast, short video,
online reading, and online karaoke has developed
rapidly, enabling consumers to access high-quality
pan-entertainment contents. This has broken the
geographical limitations of accessing entertainment
content in the past, thereby further promoting consumer
demand for acoustic products with high convenience,
high restoration capability, and high noise reduction
capability. In particular, high-end acoustic products with
excellent sound quality, stylish appearance, and high
portability will usher in further growth.

In 2020, the world is faced with unexpected
challenges, and people's lifestyles have undergone
sudden changes. New ways of working, studying, and
communicating have unexpectedly opened up new
application areas for speaker products. With the rising
demand for online communication, headphones, video
conference equipment, radio equipment, and other
types of products that were originally used only for
conferences have suddenly become popular products
that the public needs. Therefore, new products that
are in line with general consumer habits have sprung
up. Moreover, with the increase in the time at home,
the data transmission of streaming video and audio
has increased significantly, and the population that
is engaged in video and audio content creation for
streaming has also increased significantly, while the
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demand for relevant audio and video recording and
editing products has also demonstrated an exponential
growth. Even if the pandemic is alleviated in the future,
such new lifestyles that people develop as a result are
expected to continue. Thus, relevant products is worth
looking forward to in the future.

Meanwhile, due to the sharp decline in international
travel, many business trips have been cancelled. This
has also prompted many companies to purchase a
large number of video conferencing systems, which has
transformed the relevant products only with a niche market
into the ones that are close to the people's daily lives. As
such products need to incorporate the functions of image
capture, sound capture, and sound reproduction, and
require a high degree of synchronization and transmission
of video and audio data, there are few companies in the
market with such technological capabilities at the same
time, thereby creating a particular niche for the Company.

This new development combined with the
development of 5G communications will extend the
application scenarios of acoustic products to new areas,
such as smart cars, smart medical care, and distance
learning.

C-2. Headphones

Since 2000, the headphones industry has
experienced three waves of development, namely
digitalization, wirelessization, and intellectualization.
According to Future source, the global annual sales
of the overall headphones market in 2018 were close
to US$20 billion, an increase of approximately 16.7%
compared with 2017; during the ten years from 2008 to
2018, the global headphones market grew from nearly
US$4 billion to around US$18 billion, with a compound
growth rate of roughly 16%.

Compared with traditional headphones, smart
headphones can be mainly divided into true wireless,
voice assistant, smart translation, hearing enhancement,
sports, and noise reduction. True wireless is the
mainstream trend of smart headphones.

According to GFK's data, the size of the global
true wireless headphones market was about US$2
billion in 2017, and it is expected that the market
size will reach US$11 billion by 2020, with an annual
compound growth rate of 76%.

According to the forecast of Intelligence Research
Group, the global shipments of true wireless headphones
will reach 65 million units, 100 million units, and 150
million units from 2018 to 2020, respectively, with a
compound annual growth rate of 51.90%. It is expected
that as the sound quality and functions of true wireless
headphones continue to improve, the penetration rate
of true wireless headphones will continue to increase in
the future.

In the future, the development of headphones will
continue to advance in the direction of miniaturization,
true wireless, anti-noise, environmental sound
integration, and health promotion.
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2. Links between the upstream, midstream, and downstream segments of the industry

I. PC peripherals:
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A-2 Smart Vision Technology

In the category of smart vision technology, the Group provides design and manufacturing services for various
types of digital image products, such as CCM modules, wireless networks, image systems, and smart image

recognition systems.
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A-3. Automotive Camera Module

Automotive camera module aupply chain
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B. System Integration

B-1 Business Equipment

Multifunction printer (MFP) products supply chain
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The multifunction printer (MFP) is composed of several important modules, namely the document scanner,
printer (printing head), control panel, operating panel, automatic document feeder (ADF), and input (output) tray.
The key component of the document scanner is the image sensor. There are two main technologies: charge-
coupled device (CCD) and complementary metal-oxide-semiconductor (CMOS), which are mostly controlled by
Japanese manufacturers. The main suppliers are Sony and Toshiba. Midstream suppliers provide image scanning
modules, including sensors, mirrors, and lamps. Downstream system suppliers provide complete scanners,
including image scanning modules, motor control, image capture control circuits, data transmission control
circuits, cases, and software. System suppliers will also provide ADF, combining the function of continuous
scanning for scanners.

The upstream suppliers of the Group are all well-known global manufacturers, and great and stable long-
term partnership has been established. Therefore, there are no cases of shortages, interruptions, or delays in
the supply of raw materials in terms of supply quality and delivery. Therefore, the Group's operational risk for
upstream changes is very low. The Group has actively developed modules dedicated to high-speed multifunction
printers and strengthened firmware and software application and system integration technologies, to reduce
manufacturing costs and improve product quality. In addition, in order to respond to customers' product
strategies in emerging markets, the Group has developed a variety of low-end black and white laser printers and
multifunction printers, with very competitive quality and cost.

69



70

Chapter 5. Operational Overview

B-2 Smart Home

In terms of smart home products, the Group provides design and manufacturing services for various
products, including camera-based video devices, and personal storage devices products, including wireless flash
drives and Wi-Fi hard drives. Meanwhile, there are in-depth studies on digital imaging, surveillance, and radar
sensors.

Wireless speaker system product supply chain
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B-3 Wireless Charging

In the design of wireless charging devices, the Group focuses on the development, design, and assembly
of modules and finished products. The service scope ranges from the selection of MCU or SoC chip platform,
circuit board design, coil design, heat dissipation material design to module design. In addition, the Group further
provides whole-machine design and manufacturing, calibration, and testing for the commercialization of various
products; thus, it provides complete design, manufacturing, and services, while performing wireless charging
certification, including Qi, resonance, and even RF, for customers. Furthermore, it optimizes efficiency and adjusts
product customization, and has established strategic partnerships with key upstream component suppliers and
downstream key brand customers in the industry. Therefore, it provides complete and forward-looking product
service solutions to major customers and future potential markets.
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Wireless charging product supply chain
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B-4 Smart Interface Products

In the fields of smart doorbells and smart door locks, the Group can provide services, ranging from design
and development to assembly and production, and has the ability to design circuits, and mechanisms, as well as
software and firmware. Meanwhile, in order to strengthen the supply chain of key mechanical components for
door locks, the Group has developed relevant strategic partnerships with major door lock manufacturers in Taiwan,
to provide safe and high-quality products to our customers.

B-5 Surveillance Products

In recent years, with technological advancements in security surveillance, surveillance systems have
evolved from 1080p in the past to 4K or even higher definition, and the cloud and the IoT have driven the rapid
development of relevant applications in the entire industry. The current security surveillance system is composed
of three main components, namely cameras, network video record (NVR), and the integration of data analysis
software and surveillance systems.

The Group's development projects are mainly about important equipment needed for security surveillance
systems, including network surveillance cameras and design and manufacturing projects for internationally renowned
manufacturers (EMS,OEM, ODM, and JDM). With a focus on collaborating with major manufacturers in Europe, the
U.S., and Japan in the ODM/OEM model, the Group continues to develop smart analysis and image recognition
technology, elevate security surveillance to preventive protection, and adopt the diversification principle to enhance
image value, while expanding the application range of surveillance products to achieve smart security.

Relationship between the upstream, midstream, and downstream supply chain of security surveillance
industry:
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Relationship between the upstream, midstream,
and downstream supply chain of security surveillance industry
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3. Various Product Trends

I. PC Peripherals

The computer peripherals of the Group are
mainly used in information products, such as desktop
computers, laptops, and personal digital devices. With
the concentration of computer brands, competition in
the computer peripheral market has become even more
fierce. In line with the development trend of application
products in the downstream segment, keyboard
and mouse manufacturers will turn to an approach
of diversification to meet the needs of the market,
such as peripherals of e-sports devices, multimedia
peripherals for creators, thin and lightweight laptops
with high-speed transmission and connection devices,
future smart home products, peripherals of mobile
devices, information appliances (IA), Internet of Things
products, wearable products, as well as peripheral input
devices continuously developed in line with Internet
TV, entertainment computers, game consoles, and
mobile devices to meet current consumers' need for
personalized and user-friendly products, to increase
the added value of products. This will widen the
technological gap with competitors; the development
of new products with high added value will be the
development trend of the industry in the future.

I1.Non-PC Products
A. Vision Technology
A-1. Mobile camera modules

The camera modules of the Group are mainly
used in high-end models of smartphones. In recent
years, the trend of mobile phones is moving toward
"high screen ratio," which refers to the large screen or
full screen, like the one of iPhone X. Therefore, there
is no room for the exposed fingerprint identification
module, so the under-display fingerprint identification
module must be adopted, or it should be replaced by
face identification (face ID). The space where the camera
module was originally placed is also compressed. The
Group's patented packaging technology of holder
on chip (HoC) can significantly reduce the size of the
camera module while maintaining the optical function
of the camera.

The optical fingerprint recognition module is the
trend in under-display fingerprint identification. The
space under the display that can accommodate the
optical fingerprint recognition module is very small,
and the requirements for holder precision are very
high. The Group has the most sophisticated packaging
technology in the industry and is one of the very few
companies that can provide the under-display optical
fingerprint recognition module.

For the packaging of miniature camera modules, a
peer in the industry has launched the molding on chip
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(MoC) process; although the size of the camera module
is effectively reduced, its high price, long delivery time,
low yield rate, and high equipment investment are
completely unsuitable for the mobile phone industry.
The Group's patented HoC packaging technology uses
existing equipment to achieve the same size as that
in MoC and features the price, delivery time, and yield
rate that are close to those in traditional packaging as
the mainstream packaging technology for ultra-small
camera modules in the future.

Recently, the demand for video systems with
camera modules has become a trend. The Group
has made tremendous progress in integrating high-
resolution camera modules with video systems and
in integrating 3D depth sensing modules into video
systems. The Group has developed 3D depth sensing
modules on its own. The Group independently
developed a precision calibration method for 3D depth
sensing modules, leading the industry and opening
up new areas for the application of high-resolution
cameras and 3D sensing.

A-2. Smart Vision Technology

In the past, it was easy to cause a misjudgment or
trigger an alarm because of the visual detection error
in the plane using a single lens; nowadays with the
continuous breakthrough of key Al technologies, face
recognition technology and advanced algorithms are
used to build invisible three-dimensional fence, which
can accurately determine the actual moving position
and size of the detected object, greatly reducing
the occurrence of false alarms or missed alarms.
Meanwhile, the access and storage of images and data
of surveillance system software are increasing. How to
effectively use these videos and data to deeply explore
their potential value has become the focus of smart
home growth in the following few years. In the past,
experts needed to manually select features for image
recognition. With the assistance of deep learning
technology and hardware computing resources,
automated feature learning through a large amount of
data is already available, greatly lowering the threshold
for developing image recognition applications.

Many image recognition applications require a
great deal of manpower to execute, such as medical
image recognition for symptoms, customer group
and flow analysis through videos in malls, public area/
home security surveillance, and defect identification in
production line detection Through assistance of smart
image systems, the industry can improve the image
recognition accuracy, reduce manual interpretation
time, and further develop innovative services through
integration of other systems.

A-3. Automotive Camera Module

The enhanced perception and judgment of
external environment: With the evolution of hardware,
the collection of actual road data by camera modules,
and the optimization of algorithms, many driving
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conditions on the road are gradually being controlled
by the autonomous driving system, such as vehicle
identification and lane detection, pedestrian detection,
and traffic sign identification, and the application of
stereo vision combined with navigation.

Miniaturization of automotive lens modules:
As automotive lens modules are gradually shifted
from purely external applications to the interior of
vehicles, they are used for fatigue detection, head-up
display calibration, and real-time surveillance. Users
are concerned about the existence of such lenses
very much. Therefore, car manufacturers attach great
importance to the volume and visibility of such lens
modules, which is also the inevitable direction in the
future development.

Development towards high pixels: Higher pixels
represent more details and information. In the era of
autonomous driving, traditional megapixel camera
modules can no longer provide enough information
for the background system to interpret. Therefore, the
subsequent 2, 5, 8 megapixel or more camera modules
will be the basic requirements of the ADAS system and
L4/L5 autonomous vehicles.

B. System Integration
B-1. Business machine products

With the rapid increase in sales of smartphones
and tablets, consumers can take photos and print them
immediately via Wi-Fi connection, print documents
directly from mobile devices (such as Apple AirPrint®),
or save scanned document images directly to mobile
phones or tablets. New features, such as cloud printing
(such as HP ePrint, Google Cloud Print) and scan-to-
cloud, are further derived, while the needs for family
life, entertainment, and work are met. In order to meet
the printing needs (convenience, user-friendliness,
compatibility, and consistent print quality) of many
brands and mobile devices users on different platforms,
the leading multifunction printer manufacturers,
namely HP, Canon, Xerox, and Samsung, have jointly
established the Mopria Alliance at September 2013, to
jointly develop mobile printing standards and formulate
a standard mobile printing agreement. They initially
focus on Android mobile devices. At present, there are
20 members in the Alliance, including the major US
and Japan multifunction printer manufacturers, control
board chip design companies, and application software
development companies.

It is undeniable that smart phones and tablets
have already caused a quite big impact on the printer
industry, particularly the inkjet printers. In order to
improve revenue and profitability, major brands
have proposed a managed print solution to help
companies reduce hardware equipment expense and
printing costs. The tier one manufacturers have also
proposed a complete office document digitization
process solution, and are developing toward a service-
led business model. In addition, they have proposed
customized system solutions and services based on the

characteristics of different industries. The most obvious
example is Xerox, among other tier one brands,
including HP, Canon, Lexmark, and Ricoh. Focusing on
the development of low-end laser A4 MFP and mobile
device support as it will have significant requirements
for the hardware in the future.

B-2. Smart Home

With the popularity of broadband networks and
the increase in transmission speeds, coupled with
the increasing number of wireless network products,
smartphones, tablets, and relevant application
products, consumers' demand for storage management
and sharing of digital information, and synchronized
connection solutions for digital products has grown
rapidly, which has driven the demand for personal
cloud or home cloud technologies and products. In
addition, smart home related products and functions
have been further extended to various personal mobile
devices, such as Apple AirPlay and iTunes, and cloud
digital program services, including Apple TV, Google
Chromecast, Roku, Amazon Fire TV among other set-
top boxes, as well as companies that provide digital
content services, including Netflix, Hulu, HBO, cable
TV stations, and sports channels. The continuous
improvement of wireless network bandwidth (5G WiFi
and IEEE802.11ac) will accelerate the development of
industries related to smart home. Product categories
include network storage devices, portable mobile
wireless hard drives, home digital audio and video
multimedia servers, home control, and security
surveillance.

B-3. Wireless Charging

Expanding from high-end phones to mid-end ones,
the wireless charging function has also been extended
to peripheral smart watches, wireless headphones,
and wearable devices, and can be applied to smart
home devices, IoT sensors, medical equipment, as well
as robots and drones, which will drive the continuous
growth of the wireless charging market.

Automotive wireless charging is the focus of the
industry in terms of development, and the Company
has entered the supply chain of the well-known electric
vehicle industry. In addition to the traditional Qi-
certified single-sided wireless charging, dual-charge
wireless charging (both on driving and passenger ends)
products have been developed and mass-produced. In
the future, in combination with relevant applications,
such as NFC & Bluetooth, wireless charging systems
will accelerate the realization of business opportunities
in the mobile office inside the car, in addition to
enhanced convenience.

In addition to such mainstream wireless charging
products and technologies, the Group is committed to
developing various products and technologies, such as
the most popular magnetic wireless charging, large-
scale mobile charging, non-positional charging, mid-
range RF wireless charging, and even wireless charging
products for medical care, to make it more easier for

people in daily life through more accessible wireless
charging, while consolidating the Group's competitive
advantage.

B-4. Smart Interface Products

With the popularization of cloud computing
and Al and the introduction of new IoT ecosystems
by technology giants, including Amazon Alexa, Apple
HomeKit, and Google voice assistant, more and
more IoT devices have improved user experience;
for example, the doorbells and door locks can be
controlled through smart assistants; people can know
who presses the doorbell at the door by means of
face recognition, and users can use face recognition to
unlock locks, which increase the market demand. Under
the trend in the industry in the foreseeable future,
the demand for smart interface devices will increase
substantially.

B-5. Surveillance Products

The increasing demand for home security in smart
homes has prompted the security surveillance industry
to step into the private sector from the public sector,
and has driven many manufacturers to introduce
more diversified home-based surveillance products.
The popularized mobile devices integrated with cloud
computing has witnessed a significant reduction
in equipment construction complexity and cost, in
addition to the enhanced immediacy and convenience
of security protection; therefore, the penetration of
relevant products increased, and relevant technologies
have also become the field on which manufacturers
have focused in recent years. Looking ahead to the
future, the vision-based security surveillance industry
will respond to the demand for high intelligence and
a substantial increase in the amount of data because
of the increase in resolution or the increasing number
of camera modules used in a product, technologies,
including Al and edge computing will be the target
every player pursues in the next few years. In summary,
the security surveillance industry has benefited from
the innovation of various technologies and applications,
and the global output value has been maintaining a
double-digit growth.

C. TYMPHANY Acoustic Products

Acoustic products contain professional fields,
including electronics, electromagnetics, machining,
electroacoustics, and industrial design. With the
rapid development of information technology
and communication technology as well as the
transformation of the electronics industry from analog
to digital technology, the new generation of smart
terminals is developing toward being digital, wireless,
smart, and portable, driving the acoustic industry to
continue to carry out iterative operation of products.
This applies to speaker products and headphones.

1. Development trend of speaker driver technology

(1) Miniaturization is the main development trend
of speaker technology
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The speaker driver is the core component
of acoustic products, which determines the audio
quality of acoustic products. With the emergence
of smart devices, such as smartphones, and
the emergence of new application scenarios,
speakers will continue to be developed toward
featuring miniaturization, low distortion, high
sensitivity, large dynamic range, wide frequency
band, and good transient response, stylish
appearance, high portability, and excellent
sound quality, which are essential elements
for future acoustic products. Speakers used in
laptops, smartphones, LCD TVs, smart speakers,
wireless headphones, and various smart devices
create powerful momentum toward the rapid
development of miniature speakers.

(2) High performance is still the goal that speaker
products need to continue to pursue

Speaker products will be developed toward
the direction of long stroke, high power, high
sensitivity, wide directivity, and low distortion.

2. Development trend of cabinet design technology

The speaker cabinet is mainly to eliminate the
acoustic short circuit, increase the bass sound pressure
level and uniformity, thereby improving the sound
characteristics in the low frequency of the speaker, but
the cabinet also brings some negative effects, such
as enhanced formant as well as mid-high frequency
reflection and diffraction, causing acoustic coloring in
high and low pitches.

The overall technology of cabinet appearance
design is relatively well-developed in the speaker
industry. The cabinet design conforms to the principles
of acoustics, industrial design; the overall consideration
is comprehensive and complete and the completeness
of details is high. At present, the development trend of
cabinet design and manufacturing technology mainly
focuses on:

(1) Improve the directivity of the cabinet, reduce
product diffraction, and achieve 360-degree
radiation of sound through acoustic radiation
design and acoustic structure;

(2

—

Improve the immersion of sound. Through the
current codec technology, combined with a single
cabinet design, the sound emitted from the multi-
channel speaker can achieve a better sound
immersion;

—
w
~

Realize the miniaturization of professional speaker
cabinet. On the premise of ensuring the indicators
of sound output, the high-, medium-, and low-
frequency speakers required by professional
speakers are integrated into a smaller cabinet, to
get rid of the restrictions on the place where they
are used because of the large occupation area of
traditional professional speakers, which further
increases consumers' demand for professional
speakers.
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3. Development trend of power management

With the development of acoustic products,
such as wireless headphones and portable wireless
speakers, power management of acoustic products is
becoming more and more important. The longer the
limited battery capacity for playing and standby time
for acoustic products, the better the user experience.
The current power management of mobile phones
has been developed for many years and is relatively
well-developed. The power management of acoustic
products is still in the early stage of development. The
main trends of product power management are mainly
concentrated on three levels:

(1) Optimization at the component level: To optimize
the components to reduce the power consumption
of individual components, thereby reducing the
power consumption of the overall system, so as to
extend the power supply time;

(2) Optimization at the system level: To monitor
the overall power consumption requirements
of the system in real time and adjust and match
the voltage and current, thereby improving the
efficiency of power supply and extending the
battery life;

(3) Optimization at the content level: To load and
analyze the content played in advance through
cloud computing and big data technology, and
optimize the system power consumption according
to the content played in advance, so as to achieve
the purpose of reducing power consumption under
the premise of ensuring quality of playing.

4. Development trend of digital signal processing

Digital signal processing is to use a computer or
special processing device to digitally collect, convert,
filter, estimate, enhance, compress, and identify signals
to obtain a signal form that meets people's needs.
Compared with analog signal processing, digital signal
processing based on general-purpose DSP chip has
high precision, strong anti-interference ability, and
great stability; its programming is convenient, complex
algorithms are easy to be executed, and programmable
control is available. when the function and performance
of the system changes, it does not require design,
assembly, and debugging again; the interface is simple,
the electrical characteristics of the system are simple,
and the data flow is in compliance with the standard
agreement; the integration is convenient; it can also be
used for signals in very low frequency.

At present, the main applications and development
trends of digital signal processing for acoustic products
are:

(1) Active noise control

The traditional passive sound insulation
method is to simply use noise insulation materials
to block noise, without the ability to block noise
generated from mid- and low-frequency noise
sources. Therefore, heavy insulation materials
must be used for effective sound insulation. Active

noise control is a method of electronic closed-
loop control, which generates sound opposite to
the original noise to counteract the original noise.

(2) Echo suppression

In long-distance communications and
communications while moving, it is often troubled
by echoes. Either linear echoes or acoustic echoes,
when the delay exceeds 0.5 seconds, the echo
will be clearly captured at the receiving end. In
response to the two phenomena above, the
echo suppression algorithm is mainly adopted to
control and eliminate the echoes. At present, the
DSP-based echo suppression algorithm is stable,
concise, with a fast response speed, and can
maintain great performance for double-talk, near-
end-speech, and the mute state.

(3) Sound effect processing

The popularity of digital music has brought
not only more durable and cheaper storage
media and more diverse reception channels,
but also more amazing audio-visual effects.
However, due to the processing and conversion
of digital signals, distortion will inevitably occur.
Therefore, if we want to obtain a sound effect
comparable to the original audio and video
signal source in the human ear, the cost is
high and the effectiveness is poor. In order to
achieve the surround sound effect, currently
the regulations on various digital music have
been relaxed, including Dolby Atmos, Dolby
Surround, Dolby ProLogic, AC-3, and THX.
However, the weakest link in the whole process
is in the section from the speaker system to the
human ear. The transfer function in this section
changes randomly due to different listeners and
different listening environments. Therefore, how
to automatically detect the environment and
adjust the sound effect arrangement to improve
the sound delivery range and delivery rate in
the entire environment and how to improve
the directivity of sound delivery based on the
feedback from the live audience are the core
issues in current sound processing.

5. Development trend of acoustic product system design
(1) Wireless connection technology

Wireless is one of the most obvious trends
in acoustic products in recent years. Commonly
used wireless technologies are Bluetooth and
Wi-Fi. Bluetooth technology is generally used in
headphones and speakers, and Wi-Fi technology
is generally used in speakers. In particular, the
bluetooth 5.0 technology standard released in
2016 has laid the foundation for the popularity
of true wireless headphones. Compared with
the previous generation technology, bluetooth
5.0 has lower power consumption; the radius of
coverage reaches 300 meters, which is four times
that of bluetooth 4.2; the transmission speed is

up to 24Mbps, which is twice that of bluetooth
4.2; it can be used for indoor positioning in
conjunction with Wi-Fi.

Bluetooth 5.0 technology improves the
stability of the device connection and reduces
the delay, and its low power consumption
feature can also extend the use time of the
device. According to statistics, since the second
half of 2017, mainstream mobile phone brands
have launched more than 50 flagship models
that support bluetooth 5.0 transmission. The
adaptation of smartphones to support bluetooth
5.0 has laid a foundation in hardware for
headphones using bluetooth 5.0 technology.

In the future, the Bluetooth 5.2 anticipated
and the subsequent 6.0 technology will make
a breakthrough in the latency problem of
Bluetooth. This will enable the Bluetooth
headphones to meet the most anticipated needs
of many mobile game customers, and will further
increase the importance and market share of
Bluetooth headphones.

(2) Smart voice technology

Smart voice refers to the intelligent system
that processes data, including sound collection,
voice recognition, and semantic understanding
through machine perception technology, to
achieve a complete set of calculation processes
of human-machine dialogue as well as intelligent
analysis and decision-making. This covers
multiple interdisciplinary fields, such as speech
collection, voiceprint recognition, speech
recognition, semantic recognition, and speech
output. Smart voice products enhances the user
experience in voice recognition, voice processing,
deep learning, and voice generation involved
in interaction with human beings. With major
breakthroughs in a series of core technologies
represented by smart speech recognition
technology, smart acoustic products have
become one of the most important development
directions in the acoustic industry.

4. Competition of products

I. PC Peripherals

Keyboards and mouse products are input devices
for PC. Although there are other input methods, such
as voice input and motion sensing input, currently
available, they are unable to replace the mainstream
role of keyboard input devices in terms of input
recognition, input efficiency, and terminal usage
scenarios. At present, information and electronic
products are light, thin, short and portable. In order to
enable consumers to receive or transmit information
easily, the application of touch panels is rising.
Currently, touch panels are mainly used in portable
electronic products, and the existing keyboard is
still adopted as the main input method for desktop
computers and laptops. Furthermore, after market tests
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and feedback, long-term use of touch panels would
lead tp a considerable degree of inconvenience, such
as typing sensitivity and the problem of sore hands
caused by users' long-term use, so the touch panel is
mainly used for the input device of portable electronic
products, while there is currently no alternative for the
input device of desktop computers and laptops.

I1.Non-PC products
A. Vision Technology
A-1. Mobile Camera Module

The mobile phone industry is in the unit of billion,
so there are naturally many competitors and 70 camera
module suppliers in the world, but currently there are
no more than 20 suppliers that can provide more than
one million units per month with a comprehensive
camera product line. Because of the very large market
size, new competitors are entering this field constantly.
Particularly, the vertical integrators of the upstream
and downstream segments in related industries and
the horizontal integrators brought by other product
line manufacturers of handheld devices pose the most
daunting challenges. After 2015, the gross profit of
this industry has dropped significantly. In addition, the
huge investment in the production capacity of high-
end models has enabled big module manufacturers to
become bigger. However, as manufacturers competed
to expand their factories, resulting in excess capacity.
Since 2016, irrational price-undercutting to win more
orders has resulted in a certain degree of reshuffling
of module manufacturers; some small module
manufacturers withdrew from the industry or gradually
moved to emerging markets or niche markets. The
fingerprint module technology threshold is lower, and
the competition is even more irrational. The Group
formulates its strategy depending on the degree of
competition.

A-2. Smart Vision Technology

In addition to striving for stable development
of existing product lines, the Group is actively
planning to develop new product lines with the most
market potential. At this stage, applications related
to smart vision technology are taken as the focus of
development. The product categories include smart
doorbells and portable security video devices, home
digital audio and video smart surveillance system,
digital smart video conference system, smart access
control system, and smart surveillance system.

Meanwhile, the rise of smart homes has brought
new impacts and business opportunities to the market.
The most representative one is Amazon's Echo. With
its powerful advantage in e-commerce channels and
strong cloud-based computer processing capabilities,
Amazon's Echo becomes instantly popular with the
market after its launch. For more than a year after
the released to the market, one million units have
been sold. This is a huge breakthrough in the smart
home field as it has been talked about without any
action taken for more than 20 years. It also prompted
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Google to launch Google Home at the end of 2017,
which is also a smart home system. The strengths they
promote are the strong network connection and cloud
computing capabilities behind the companies, which
will inevitably bring significant changes to the market.

In such a competitive environment, businesses
who master key image processing engineering
capabilities and have high-quality mass production
capabilities will stand out from the competition.

A-3. Automotive Camera Module

Compared with the lenses used in consumer
electronics, lenses for cars have higher requirements
for shockproof, stability, continuous focusing, thermal
compensation, and resistance against interference of
stray and strong light. Therefore, the module assembly
is complex and the technology required is relatively
advanced. From the perspective of the global lens
supply market, currently international companies, such
as Panasonic, Valeo, Fuji, Continental, and Magna,
occupy a large share of the market. The top five
manufacturers have a total market share of about 59%;
the concentration is relatively high.

The rest of the market is shared by manufacturers
in China/South Korea/Taiwan. Because the manufacturers
in China occupies a larger share because of home
advantage, while Taiwanese/South Korean manufacturers
focus on the niche markets.

At present, the original equipment, or OE (referring
to car manufacturers), market of automotive lens
shipments is still controlled by the tier 1 suppliers. It is
because of the fact that automotive camera module used
by OE is a standard product that cannot be purchased
or used separately. The relevant specifications and
requirements need be match the system controlled by
the tier 1 suppliers. Therefore, for OE suppliers, currently
Autoliv, Continental, Mcnex, Bosch, and Delphi are the
main suppliers. Because automotive lenses require high
precision and stability, the use of the active alignment
(AA) process is a trend in the industry. The Group has
more than 10 years of experience in the AA processes
for consumer camera modules, building on which the
business has been extended into the automotive field,
which currently is where a large portion of the niche is
located.

Not all tier one suppliers car makes lenses by
themselves. At present, a considerable number of
well-developed products are purchased from tier two
suppliers. Such suppliers include Panasonic, Truly, Jabil,
Liteon, LGIT, and SMK.

B. System Integration
B-1. Business Equipment

The demand for low-priced monochrome laser
printers and low-end multifunction printers has rapidly
risen in the market driven by the WFH model due to
the pandemic, and the competition is very fierce. In
terms of the product category, the future growth of
multifunction printers will be greater than general

printers. In summary, the future prospect of the
laser multifunction printer is optimistic. Considering
its advantages of fast and automatic scanning and
double-sided copying functions, wireless network
function that continues to cater to consumers' needs,
as well as the digital application that is continuously
improved, there is no major risk of substitution for this
product. However, the price, environmental protection,
electricity conservation, printing cost, wireless network
printing, and localized design are the keys to standing
out in the fierce competition.

B-2. Smart Home

In addition to striving for stable development of
existing product lines, the Group is actively planning
to develop new product lines with the most market
potential. At this stage, applications related to smart
home are taken as the focus of development. The
product categories include network storage devices
(NAS), portable wireless hard drives, home digital audio
and video multimedia servers, personal mobile wireless
speakers, and high-frequency radar sensors, and smart
doorbells.

The market for home network storage devices
is still in the preliminary stage, and the household
penetration rate is not high, mainly because consumers
are not very familiar with the product functions. In
addition, manufacturers must pay more attention
to publicity and communication of information with
consumers, while continuing to innovate research
and development and improve the user interface.
In addition to traditional household network
storage devices, another new opportunity is wireless
portable hard drives. Due to the explosive growth of
smartphones and tablets, the storage capacity and
standby battery life of these mobile devices are very
limited. The wireless portable hard drive can not only
increase the data storage capacity but can be used as
a backup power supply when a mobile device is out of
power. The design is very user-friendly and practical.

Furthermore, the market of technology consumer
products has been booming with the rise of smartphones,
which in turn has driven many individuals' demand for
wireless personal multimedia entertainment. The Group
has worked hard for a long time in the field of image
processing and wireless bluetooth communication
technology. Since 2012, it has been engaged in research
projects on wireless audio and video data transmission
and sharing, with a focus on wireless storage devices.
The high-resolution screen and a powerful processor
have enabled the smartphone to play high-resolution
videos; however, the biggest problem of the smartphone
is that the internal storage space is small and expensive,
and it cannot be connected to external hardware like a
computer; therefore, the wireless storage device becomes
the best solution.

B-3. Wireless Charging

As early as since 2007, the Group has invested
in research and development of relevant products

and successively provided design, manufacturing, and
OEM services for wireless charging products to the
world's leading mobile phones, consumer electronics,
computers, peripherals, and even sportswear brands
and manufacturers. So far, it has accumulated millions
of units in mass production, and continues to make
breakthroughs in the development and promotion
of various new key technologies, such as the15W
wireless charging device, applicable to Samsung fast
charging, in 2017, 30W medium- and high-power
wireless charging device for computers, the integrated
products with wireless charging and wireless data
backup functions in 2019. Magnetic wireless charging
applications that emerged in 2020 as comprehensively
introduced in Apple's products will drive a new wave
of upgrades in the industry, and the competition and
innovation are also expected to accelerate.

In the future, the Group will still take advantage
of the experience and technology accumulated in the
past ten years to design more high-efficiency, high-
power, and miniaturized applications with low heat
consumption in response to the various needs of major
customers for wireless charging and the development
of relevant new technologies. The long-distance true
wireless charging device allows wireless charging to
be prevalent in the modern society and further change
people's electricity consumption habits.

B-4. Smart Interface Products

The Group has many years of development
experience in the development of embedded system
software and hardware, camera modules, fingerprint
recognition modules, and human-machine interface
devices, etc., and has developed a large number
of key core technologies and patents certified by
major domestic and foreign manufacturers, while
accumulating many years of experience in the
technological development of acoustic products with
good results in the market. Building on this foundation,
investing in the development of smart doorbells and
door locks is expected to have a better outcome more
easily. Since the mechanism of traditional mechanical
locks is still the core of smart door lock products, the
Company has strategically collaborated with traditional
door lock manufacturers in Taiwan in addition to
investing in R&D talents. With a win-win collaboration
model, we can complement our shortcomings while
speeding up the product design and development
cycle and seizing market opportunities.

This year we will continue to mass produce
doorbells and door locks. With that, we will strengthen
our R&D efforts to add more smart functions to
products more and develop more user-friendly product
designs, in order to provide customers with more value
added to products so as to face external competition.

B-5. Surveillance Products

Since Hikvision and Dahua, China's surveillance
product giants established in 2001, have occupied 40%
of the global market with ultra-low prices. The price war
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launched by China's security surveillance brands has
caused the price of security cameras to drop every year.

However, the situation began to reverse after
the start of the trade war. The U.S. passed the National
Defense Authorization Act to restrict the purchase of
security surveillance products from China's Hikvision
and Dahua. Coupled with the technological patent
battle caused by the trade war, security surveillance
products have made Taiwanese manufacturers as a
reasonable target to which customers transfer their
orders. With this niche, the Group, with more than ten
years of experience in image product development, has
successively received ODM orders from Japan, Europe,
and the U.S and has entered the field smart homes with
the group-wide effort.

C. TYMPHANY Acoustic Products
C-1. Speaker Modules and Systems

Speaker modules and systems have been
developed for nearly 100 years, and the original
environment in this sector has been stabilized.
However, in recent years, with the vigorous
development of mobile phones, the development of
wireless technology, the replacement of traditional
physical distribution of music with online videos and
music and streaming music, the speaker industry has
undergo significant changes. Many companies that
were not involved in the speaker sector have had
incredible performance on acoustic products in recent
years, such as Apple, Amazon, and Google, which has
greatly subverted the original ecology in this sector.
Meanwhile, the original speaker businesses are not
defeated; instead, they change the direction of product
design from the original function orientational to the
design orientation. The speaker products have become
more stylish. There are many personalized products,
either in terms of home products or personal styles.

Speakers with the bluetooth connectivity function
are today's mainstream products. The price of such
products in the market varies greatly, ranging from
US$10 for low-priced, unknown brand products of
to nearly US$1,000 for high-end products. This kind
of wireless speaker product has broken through
the framework in the past; it is no longer a high-
end product that only people with high and stable
income over the age of 30 or 40 can buy; instead,
it becomes the product that young people can also
afford. Lowering the threshold for the purchase of the
product also means a great deal of investment from
competitors. Moreover, it has prompted traditional
speaker brands that were mainly focused on high-
end models to launch entry-level products with the
aim of cultivating consumers' brand loyalty when
they are young. Such market changes have prompted
traditional speaker brands to release more outsourcing
OEM orders, which has also brought more business
opportunities to PRIMAX.

Meanwhile, the rise of smart speakers with voice
assistants has created brought new impacts and business
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opportunities to the market. The most representative
one is Amazon's Echo. With its powerful advantage in
e-commerce channels and strong cloud-based computer
processing capabilities, Amazon's Echo becomes
instantly popular with the market after its launch. For
more than a year after the released to the market, one
million units have been sold, which is a huge success in
the speaker-related products. It also prompted Google
to launch Google Home at the end of 2017, which is also
a smart home system. For the e-commerce giant and
network heavyweight to launch the speaker products as
non-traditional speaker manufacturers. The strengths
they promote are the strong network connection and
cloud computing capabilities behind the companies,
which will inevitably bring significant changes to the
market.

In such a competitive environment, businesses
who master key speaker engineering capabilities and
have high-quality mass production capabilities will
stand out from the competition.

Under this wave of the pandemic, the network
video conferencing system has transformed from

a product with a small niche market into standard
equipment for many companies. This type of product
needs to incorporate video and sound technologies.
Among many competitors, the Company is one of the
few companies that have such technologies at the same
time. This allows the Company to get a head start at
the beginning of the market, and there are currently
many models being developed simultaneously.

C-2. Headphones

The market development situation for headphone
products is similar to that encountered by speaker
systems. It is also the wave of new technologies that
which has made the market boom and led to many
emerging leaders on the market. As a relative latecomer
in the field of headphones, our strategy is not to catch
up with the existing products, but to invest greatly in
research and development of emerging true wireless
headphones based on the trend of future headphone
products in the scenario of wearable applications,
such as health detection, hearing aids, and smart
applications, to put the Company's advantages in this
field to good use to obtain market leadership.

(3) Overview of Technologies and Recent R&D Efforts

1. Overview of invested R&D expenses

Unit: NT$1,000

R&D expenses Ratio to operating revenue (%)

2020 : 2,555,565 : 3.74%

2. R&D accomplishments in the most recent fiscal year and as of the publication date of the

annual report

R&D results

Design and development of matrix microphones with multiple microphone combinations

Design and development of a new generation of high-speed wireless signal input design, development of 15W

Design and development of TW - 15W wireless charging sets for headphones, wearable devices, and smart shoes

Design and development of TW - 15W wireless charging sets for headphones, wearable devices, and smart shoes
Design and development of 10W - 15W large-area wireless charging solution, applicable to iPhone fast charging

Design and development of 15W - 30W wireless charging pad and stand, applicable to iPhone fast charging

]

= Design and development of array speakers

i ® Design and development of structural optical facial recognition module

. = Design and development of depth recognition module

. = Design and development of ultra-compact camera module for packaging

i ® Design and development of the three-phase camera focusing module

! = Design and development of in-car three-phase camera module

i m Design and development of a new generation of A3 DADF scanners

i = Design and development of Mini LED multi-color backlight module for keyboard
2018 . : ;

+ ® Design and development of composite mechanical keyboard

[ |

Qi-certified wireless fast charging pads for Samsung and iPhone

rom

= Design and development of 15W wireless charging module, applicable to iPhone fast charging

: ® Design and development of 15W wireless charging pad and stand, applicable to iPhone fast charging

+ ® Design and development of 15W in-car wireless charger mount, applicable to iPhone fast charging

. ® Design and development of 15W in-car wireless smart charger mount, applicable to iPhone fast charging

. ® Design and development of 60W - 120W high-power wireless charging device

Design and development of 15W - 30W wireless charging module with iPhone fast charging function

2019

Design and development of 15W in-car wireless smart charger mount, applicable to iPhone fast charging
Design and development of 15W in-car multi-coil wireless charging module, applicable to iPhone fast charging
Design and development of 60W - 120W high-power wireless charging device

Design and development of 1 - 5W RF wireless charging products

Design and development of high-speed wireless mechanical keyboard for gaming

R&D results

2019

______________________________________________________________________________________________________________________________________

2020

2020 Annual Report '

Design and development of high-speed wireless mouse for gaming

Design and development of home game console controller

Design and development of high-speed transmission docking station

Design and development of upright binding machine

Design and development of A3 ARDF

Design and develop wearable positioning sensing device

Design and production of credit card color printing equipment

Design and development of bluetooth portable printer

Design and development of paper size detection technology

Design and development of bluetooth mini camera product

Design and development of police recorders, supporting LTE, bluetooth, and Wi-Fi

Design and development of wireless charging and mobile phone backup device

Design and development of smart doorbell

Design and development of smart access control system

Design and development of home security surveillance system

Design and development of smart surveillance system

Design and development of smart video conference system

Design and development of 2M/3M/5M/8M-pixel in-car camera module

Design and development of 4800-pixel single/multi-lens mobile phone camera module

Design and development of camera module with multiple functions of ranging and depth plus face recognition
Design and development of camera module with multiple functions of structured light 3D modeling and face
recognition

Design and development of wide-angle sports camera module

Design and development of a new generation of optical fingerprint identification module

Design and development of a new generation of ultrasonic smart door lock fingerprint identification module
Design and development of headphone speaker driver

Design and development of true wireless headphone

Design and development of Dolby Atmos sound bar

Design and development of digital mixer

Design and development of mechanical low-power wireless e-sports keyboard

Design and development of mute mouse for business purpose

Design and development of mute keyboard for business purpose

Design and development of high-fidelity vibration controller for home game console

Design and development of 15W - 45W wireless charging module, applicable to iPhone fast charging
Design and development of 15W - 45W wireless charging pad and stand, applicable to iPhone fast charging
Design and development of 15W - 45W wireless charging smart in-car charger mount, applicable to iPhone fast
charging

Design and development of 15W - 45W in-car multi-coil wireless charging module, applicable to iPhone fast
charging

Design and development of 15W - 45W innovative mobile charging product, applicable to iPhone fast charging
Design and development of 60W - 200W medium-power wireless charging device

Design and development of TW - 15W RF wireless charging product

Design and development of a new generation of A4 DADF scanner

Design and development of a new generation of barcode printer

Design and development of a new generation of sheet-feed scanner

Design and development of a new generation of high-speed CIS image scanning module

Design and development of a new generation of ultrasonic paper sensor module

Design and development of camera module for autonomous driving and assisted driving

Design and development of driving monitoring and in-car detection camera modules

Design and development of ultra-thin flat speaker driver

Design and development of integrally formed speaker driver

Design and development of integrated module for high-performance speaker and amplifier

Design and development of high-performance mobile speaker power management system

Design and development of anti-noise true wireless headphones

Design and development of audio systems for teleconferencing

Design and development of audio systems for audio conferences

Design and development of camera module for autonomous driving and assisted driving

Design and development of 3D distance measurement with high-resolution camera multifunction camera
module

Design and development of optical stabilization (3 degree or higher) multifunction camera module

Design and development of multifunctional camera module for smart glasses

Design and development of 4800/6400 pixel single-/multi-lens mobile phone camera module

Design and development of driving monitoring and in-car detection camera modules

Design and development of Apple Homekit smart door lock

Design and development of Apple Homekit smart doorbell
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(4) Long- and short-term business
development plans

1. Short-term business development plans

I. PC Peripherals

a. Keep abreast of the development trend of
technologies related to mouses, keyboards, multi-
color backlit keyboard modules, peripherals of
e-sports input devices, and smart remote control,
and continue to develop new products to facilitate
business promotion.

b. Establish a key component supply chain and
establish a VMI/JIT system to effectively reduce
inventory pressure and the problem of material
shortages.

¢. Improve factory production efficiency, reduce costs,
and continue to strengthen OEM/EMS business so
as to increase turnover steadily and increase gross
profit margin. Keep abreast of the trend of mobile
applications and relevant technology development.

I1.Non-PC Products
A. Vision Technology
A-1. Mobile Camera Module

Having been certified by the major European
and US brands, PRIMAX has built on this to work hard
to manage the China's market. With the successful
strategic positioning in the past, all four major Chinese
mobile phone brands have become its customers. The
main short-term strategy will be based on the existing
customer relationships to optimize the layout of the
entire group. Regarding the camera module, PRIMAX
will do our utmost to introduce dual lenses to regain
our leading edge in technology; in terms of fingerprint
modules, it will continue to meet the customers’
needs. In response to the fierce competition and even
irrational competition, the Company also strives for
the advancement of high value-added models, and
strengthens the partnership strategy with suppliers to
ensure the continued advantage.

In terms of customer management, existing
customers' gross margin improvement is the most
important indicator; apart from emerging markets,
our strategy has always been to focus on strategic
customers to expand the business in-depth. In addition
to increasing the market share of the existing product
lines, PRIMAX works to introduce introduce the relevant
new product lines of mobile phones.

In production, more advanced and fully
automated production, ultra-high-speed high-end
processes, and higher-standard clean management
are the focus of this year. Moreover, in response to
the growth of orders, the expansion of the high-end
product capacity is a task of continuous development.

A-2. Smart Vision Technology

In addition to continuing to enhance the business
of the existing product lines, PRIMAX actively explores

new product lines, with a view to taking a leading
position in the new digital wave, both in product design
capabilities and mastering of key technologies. Smart
home-related products that are currently under active
development are expected to bring new momentum
of profit and create profit margins. At this stage, in
addition to keeping abreast of the development trend
of technologies related to smart home multimedia
streaming, PRIMAX continues to develop new platforms
and software to facilitate business promotion and
actively establish a supply chain of key components.
In terms of internal R&D plans, PRIMAX will continue
to strengthen our software development capabilities
and establish long-term cooperative relationships
with software solution providers to stay up-to-date
with the trends of relevant technology development.
In terms of the customer base, PRIMAX will continue
to deepen and broaden the current relationships with
our major customers and product items. At present,
all major customers are leaders on the market, which
is in line with PRIMAX's growth strategy, and PRIMAX
will further expand its market share and enhance the
leading position.

Meanwhile, PRIMAX will expand the business and
enter the professional field of surveillance products,
that is PRIMAX will continue to expand our business
under the condition that the existing customers are
also leading brands on the market.

A-3. Automotive Camera Module

Based on the existing customers, PRIMAX will
deepen and expand the business by laying a foundation
for future growth through the existing new energy car
manufacturers/China's tier-1 suppliers.

B. System Integration
B-1. Business Equipment

PRIMAX actively develops high-speed and low-
cost scanner modules, which have been successfully
mass produced. High-end business scanners and
module products are also about to enter the stage of
mass production so as to expand the global business
actively. In the design and manufacturing of laser
printers and multifunction printers, in addition to
consolidating the existing customers, PRIMAX will
continue to develop more competitive platforms and
actively strive for new product development projects
from US and Japanese customers. At present, a number
of projects are in progress and will enter the stage
of mass production one after another this year. The
label barcode printer is another new product line.
The first generation of the product has been mass-
produced and has been well received by the market.
This year, PRIMAX will invest in the development of a
new generation of desktop products. The business of
OEM manufacturing of image modules and business
products continues to grow steadily, and PRIMAX will
actively strive for the business from new customers
and new products. In terms of office automation
products, with the continuous improvement of its own

technologies, PRIMAX has successively obtained many
important patents. The development of new customers
has been very smooth. PRIMAX has successfully
transformed its business model into an ODM-based
one and actively cooperates with customers to develop
new products.

B-2. Smart Home Products

In addition to continuing to enhance the business
of the existing product lines, PRIMAX actively explores
new product lines, with a view to taking a leading
position in the new digital wave, both in product design
capabilities and mastering of key technologies. Smart
home-related products that are currently under active
development are expected to bring new momentum
of profit and create profit margins. At this stage, in
addition to keeping abreast of the development trend
of network storage devices and technologies related to
smart home multimedia streaming, PRIMAX continues
to develop new platforms and software to facilitate
business promotion while establishing a supply chain
of key components actively. In terms of internal
R&D plans, PRIMAX will continue to strengthen our
software development capabilities and establish long-
term cooperative relationships with software solution
providers to stay up-to-date with the trends of relevant
technology development. In terms of the customer
base, PRIMAX will continue to deepen and broaden
the current relationships with our major customers
and product items. At present, all major customers are
leaders on the market, which is in line with PRIMAX's
growth strategy, and PRIMAX will further expand its
market share and enhance the leading position.

B-3. Wireless Charging Products

In the short term, PRIMAX will continue to
consolidate its leading position in retail customers,
ensure the leading advantages in scale and
technological specifications, and use innovative
products and magnetic products to extend the market
to various consumer product brands, such as mobile
phone brands and TWS headphones.

In the automotive field, PRIMAX will not only
continue to consolidate and prop up the share in the
existing special applications and several automotive and
electric vehicle customers it has secured and and rapid
growth, but it will also further promote its products to
major well-known automotive tier -1 suppliers and car
manufacturers, to seize the market opportunities also
rising from the rapid growth and maintain gross profit.

B-4. Smart Interface Products

Initially, PRIMAX will target the consumer market
for smart doorbells and door locks in North America
and Japan, continue to increase the penetration rate
based on the existing customers, and actively invest in
R&D, improve the competitiveness of product design,
and reduce costs, with a view to overcoming the more
intense competition in the future. In the future, it will
extend its market to Europe, with the aim of grasping
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more business opportunities in a wider market.
B-5. Surveillance Products

In the short term, PRIMAX will continue to
accept more ODM orders to consolidate its leading
position in OEMs of professional security surveillance
products, while developing radars, to ensure the leading
technological specifications and widen the technological
gap with general surveillance manufacturers.

C. TYMPHANY Acoustic Products

C-1. Speaker Modules and Systems

Smart speakers are still the mainstream in the
current market. In addition to consolidating the existing
mainstream customers in the market, PRIMAX will focus
on the development of markets outside Europe and
the US. Smart speakers are mainly based on voice, and
the existing mainstream customers may not be able to
enjoy an advantage in non-English-speaking countries
because of characteristics of each language; thus, there
is still a great deal of room for growth in the market.
The Company has also worked hard in the China's
market for a long time, which will have a greater space
for growth in the future.

In addition, breakthroughs of flat-panel LCD
TVs have been made in size and pixels, and the price
is becoming accepted by the wider public, which also
makes market attention re-paid to sound bar products.
When consumers are pursuing the enhanced image
quality, they are also pursuing the improved sound
quality. The latest Dolby Atmos has stepped out of the
cinema and entered the family; thus, this is also one of
the key products that the Company will focus on in the
future.

Meanwhile, in view of the market potential and
high profitability of professional-grade commerecial
speakers, PRIMAX has developed its business in this
market for past two years. As the products in this
market are durable with high unit prices and high
power, it is of great help to further increase the
Company's profitability and long-term stable sources
of revenue in this market.

Video conferencing audio system is a product
that responds to the emergence of new working
models. With the Group's advantages in video and
acoustic products, the Company is at an advantage.
New products will be launched one after another,
creating a new wave of business opportunities.

C-2. Headphones

PRIMAX's current major customers in headsets
are market leading brands. It will continue to deepen
the cooperation with these customers and expand the
scope of services to other types of headphone products
in this field.

Meanwhile, PRIMAX will increase its efforts to

develop true wireless headphone products and its
mainstream customers. PRIMAX has also achieved
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considerable results. New products in this field will
be released to the market one after another this year.
It will continue to introduce new technologies and
develop new customers to obtain market leadership.

2. Long-term business development plans
I. PC Peripherals

PRIMAX will continue to strengthen its production
automation capabilities, reduce labor costs and
pressure for shortage of workers, and implements
a lean production model. In addition, it will develop
new product lines (such as home gaming console
peripherals and mobile device gaming peripherals) to
expand new business and increase turnover.

I1.Non-PC Products
A. Vision Technology
A-1. Mobile Camera Module

In the long-term strategy, with a large customer
base as the foundation, PRIMAX will strive to form
effective strategic cooperation with upstream suppliers
of key components of camera modules/fingerprint
modules targeted (such as image chips, optical lenses,
motors, infrared-free glass, and ceramic chips), to
ensure cost competitiveness, technological advantages,
and supply guarantee through closer partnership. In
addition, for existing customers, PRIMAX will (1) deeply
expand the business with customers' entire product
lines of camera modules/fingerprint modules and will
fully support the strategic customers' needs for lenses
and extend to modules containing similar technologies
for all physical platforms defined by customers,
including TVs, wearable devices, tablets, mobile phones,
and even automotive devices; (2) broaden customers'
other product lines, and ensure continued competitive
advantage through bundle price negotiation.

In terms of management of customers, PRIMAX
has invested in and developed customers in the fields
of non-mobile applications that are about to flourish,
which is expected to have significant results next year.

A-2. Smart Vision Technology

In terms of long-term business development
plans for new product development, PRIMAX will
continue to develop and expand the technologies and
business of wireless network storage devices and smart
digital imaging products, and will also work closely with
key customers to develop new products that meet the
market needs, to create a win-win situation. In terms of
the customer base, it will expand from the Company's
existing customer base and start with market leading
brands, including cooperation with major European and
US consumer electronics manufacturers and Japanese
leading manufacturers, to lead the market in energy
conservation, system integration, and user-friendliness
design, so as to grow together with key customers
selected. In addition to hardware product development,

in response to emerging cloud computing applications,
PRIMAX will continue to enhance the ability to develop,
integrate, and apply relevant software technology. With
its solid design, research, development, application,
management and execution capabilities, PRIMAX will
surely be able to successfully expand the business of
such products and services.

A-3. Automotive Camera Module

PRIMAX will develop towards smart subsystems,
and collaborate with software suppliers to develop
a complete layout in system products, such as driver
monitoring/ in-carmonitoring system.

B. System Integration
B-1. Business Equipment

PRIMAX will continue to expand the technology
and business of scanners and multifunction printers
and become the world's first professional ODM
design company. Moreover, in response to the huge
market demand for wireless broadband and mobile
multimedia devices, PRIMAX has actively enhanced
the development, integration, and application of
relevant technologies for mobile device scanning and
printing. PRIMAX has accumulated solid capabilities
and experience in the design of high-end scanners,
automatic feeders, automatic binding machines,
and control panels. With more than 20 years of
experience in the development and manufacturing of
imaging products and embedded devices, PRIMAX
will certainly be able to expand the business of such
products successfully. In terms of office automation
products, it continues to invest in the development
of its own technologies, to lead the market in energy
conservation, system integration, and user-friendliness
design while growing together with key customers
selected.

B-2. Smart Home

In terms of long-term business development
plans for new product development, PRIMAX will
continue to develop and expand the technologies
and business of wireless network storage devices and
smart home products, and will also work closely with
key customers to develop new products that meet the
market needs, to create a win-win situation. In terms of
the customer base, it will expand from the Company's
existing customer base and start with market leading
brands, including cooperation with major European and
US consumer electronics manufacturers and Japanese
leading manufacturers, to lead the market in energy
conservation, system integration, and user-friendliness
design, so as to grow together with key customers
selected. In addition to hardware product development,
in response to emerging cloud computing applications,
PRIMAX will continue to enhance the ability to develop,
integrate, and apply relevant software technology. With
its solid design, research, development, application,
management and execution capabilities, PRIMAX will

surely be able to successfully expand the business of
such products and services.

B-3. Wireless Charging Products

In addition to continuing to consolidate the
business in mobile phones and automotive field in
retail channels, the Group has obtained orders from
world-renowned brands in wireless charging for
medical hearing aids. In the future, it will be strive
towards applications more widely used in the home
(Ki), PC, industrial control, medical care, acoustics, and
even new areas, such as external wireless charging for
electric vehicles, to ensure business with the markets
and service categories with high growth, high gross
profit, and high added-value.

B-4. Smart Interface Products

In addition to continuing to deepen the consumer
market, PRIMAX will invest in the development of
commercial access control systems, with the aim of
expanding the business scale and increasing the market
penetration rate of its products through new fields.

B-5. Surveillance Products

Security surveillance products have been
gradually developed towards the direction of Al in
recent years. Most product designs combine digital
image recording, Al identification, cloud system,
and wireless transmission technologies, and are
applied in smart homes, smart workplaces, and even
a wider smart cities. In addition to the continuous
development of the existing business, the Group will
form alliances with major system companies, which
will be a won-win outcome as both parties can satisfy
their own needs, seek mutual benefits, and restructure
resources. In addition, in the Al era, the Group will
design surveillance products in combination with more
diversified applications, and upgrade from a hardware
supplier to a solution provider rather than sticking to
the original OEM model.

C. TYMPHANY Acoustic Products
C-1. Speaker Modules and Systems

In terms of long-term strategic development of
acoustic products, PRIMAX will work to increase the
sales of speaker drivers. In addition to the promotion
of the use of PRIMAX's own speaker drivers to the
existing customers in the system business, the sales
of independent drivers will be strengthened. This
aims to not only enhance the growth of business but
also to promote the visibility and reputation of the
Company's efforts in the quality of speaker drivers,
thereby enabling this field to be a boost for the system
development business and vice versa.

The development of new markets is to strengthen
development of customers in China and Europe. China
is a big market for emerging speaker products and also
an emerging market for smart voice assistant speakers
in the future. In Europe, there are many traditional
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speaker manufacturers striving for transformation into
a business model featuring a wide variety of products
in a small quantity, highly customized, and high added
value; PRIMAX can contribute to the transformation
using its strengths.

Automotive acoustic system is a new goal that
the Group will spare no effort to develop this year.
In view of the fact that electric vehicles, self-driving
cars, and new energy-powered vehicles have become
the mainstream of the future development in the
automotive market, the application of automotive
acoustic system adopted in the new generation of cars
has gradually deviated from the traditional application
models.

Only one set of automotive acoustic system is
installed in a traditional car, and all passengers in the
car receive the same audio source, either music, radio,
or the sound of the navigation system. A small number
of higher-end vehicles will have an independent
Bluetooth acoustic system installed in the driver's seat
for the driver to make phone calls or for navigation
purposes. But even so, other passengers in car will still
hear the sound from the system, causing interference.

In the future, driving work will gradually be
replaced by self-driving systems, and the internal noise
of new energy-powered vehicles is lower than that
of traditional vehicles, and more and more people’s
smart mobile systems can be introduced into a car
with new communication systems, such as 5G. There
are more and more activities that can be carried out
in car, and the first demand arising is an independent
acoustic space for each seat. Through the arrangement
of the speaker position and the design and algorithm
of the spatial sound, each position in car can have an
open and independent acoustic space, which does
not interfere with each other, and can be shared
when necessary, making it a new generation of in-car
entertainment system.

PRIMAX has established new laboratories with
R&D talents for this field, and has begun to collaborate
with major foreign automobile manufacturers to
develop a new generation of concept cars. The future
potential of this market is tremendous.

C-2. Headphones

As wireless and smaller headphones are becoming
popular, a new development direction in the future is
to combine headphones and wearable devices as a new
generation of health and fitness products. In addition
to smart functions, there are various new functions,
such as physical state detection, environmental sound
monitoring, and hearing assistance. These functions
will be likely to once again subvert the ecology of the
existing market and new brands may emerge as a
result. Therefore, PRIMAX will continue to invest in new
technologies in this field and develop new customers,
to ensure leadership in the market and creation of new
markets.
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2. Overview of the Market as well as Production and

Marketing Situation

(1) Market analysis

1. Sales area of main products

2019

2020

Geographic
Distribution Amount (NT$1,000) % Amount (NT$1,000) %

Mainland China 31,841,538
""""""""""""" Euope | 23267214 |
"""""""" usa | 23186378 |
"""""""" Others | 2354478 |
Tt 80,649,608 |

3948 ; 28,628,366 ; 41.95
s 14745306 | 2161
s 20826899 | 3052
______ 292 aow38 | 592
""" 10000 | 68240939 | 10000

2. Market share

PRIMAX is a manufacturer of professional
computer peripheral products, mobile device
components, business devices, and smart home-
related products, with a high rating in the industry.
As PRIMAX's wide variety of products covering a
wide range of areas can be widely used in products,
such as mouses, keyboards, touch panels, laptops,
mobile phones, headphones, charging docks, printers,
scanners, and acoustic products. Since 2015, it has
gradually entered the automotive electronics market.
Because of the great differences in the final products
to which these products are applied, there has not yet
been complete and objective market share statistics for
reference.

3. Supply and demand in the market and
growth in the future

I. PC Peripherals

The peripheral products produced by PRIMAX
include keyboards, mouses, e-sports, and gaming
device peripherals, which are mainly used in desktop
computers, laptops, and e-sports computers. Among
them, the keyboards and mouses are the main sale
items.

The overall PC market was flat in 2018. Although
estimation of the overall PC market is not optimistic, the
global e-sports market is quite thriving, which is driving
the demand for high-end PC markets. According to
JPR analysis, the market of e-sports peripherals is
worth US$5 billion, and the annual growth rate of 13%
is expected to continue in 2020. PRIMAX has already
formulated its business strategies as early as in 2015
and has developed partnership with the world's top
e-sports brands, which has also witnessed good results.
Relatively speaking, the higher unit price of e-sports
products has not only made up for the gap of the

original peripherals of computers and tablets but also
increased the growth of revenue.

I1.Non-PC Products
A. Vision Technology
A-1. Mobile Camera Module

PRIMAX's mobile camera module products
include camera modules, fingerprint recognition,
bluetooth headphones, charging docks, and
wireless charging in communications peripherals; of
them, camera modules occupy the largest portion.
The components are mainly used in information,
communications, and consumer electronic products,
such as laptops, smart phones, and tablets; thus, the
changes in demand in the future are closely related to
the shipments of laptops, smart phones, and tablets.

As for laptops, since the shipment of laptops
surpassed the mark of 200 million units in 2010, the
shipment of laptops has stagnated in recent years,
with the shipment of around 250 million units per
year. Since the built-in camera module of laptops has
become the standard device of laptops, the shipment
volume of the built-in camera module for laptops will
also be stable with the shipment volume of laptops.
Tablets experienced a glorious period from 2012 to
2013, but in 2014,the growth began to decrease (except
for the steady growth of Apple); thus, the growth was
estimated to be flat in 2018. The growth of the number
of mobile phones has slowed down, but mobile phones
equipped with multiple camera modules have become
a trend (front camera, dual main cameras, and facial
recognition), so the demand for mobile phone cameras
is still expected to grow. In terms of smartphones, with
the growth of global mobile phone shipments and the
increase in the percentage of mobile phone camera
modules and video lenses, the annual mobile phone
camera module shipments have grown year by year,
and with the increasing popularity of 3G, 4G and the

upcoming 5G mobile networks, the proportion of the
sub-camera module (video camera) built in mobile
phones has increased year by year, which has led to a
continuous rise in the global smartphone shipments.
More than 70% of mobile phones have a front lens and
a rear one. In terms of brands, the global rankings have
been reshuffled. The businesses in China have occupied
six places in the top 10 brands. In addition, several
businesses in India are moving up and down the list
of the top 10 brands, which shows the huge growth
momentum of emerging markets.

A-2. Smart Vision Technology

The price of full-high-definition (FHD) digital
TVs continues to decrease, ultra-high-definition (UHD)
4K TV continues to grow; personal mobile devices,
multimedia games, audio and video streaming boxes,
as well as cable network bandwidth continues to
improve (10/100Gb); wireless broadband technologies
(IEEE802.11ax and 5G) continue to advance; the cloud
video and audio streaming services are popularized and
diversified, and the contents of high-quality multimedia
become more diversified. The smart home products are
diverse, and various innovative devices, applications,
and services are constantly being introduced; thus, the
future growth is ensured.

With the vigorous development of the voice
assistant speaker market, coupled with the rapid
development of artificial intelligence over the past two
years, smart speakers with network connections, voice
assistant, and cloud artificial intelligence capabilities,
and even new products incorporating smart speaker
modules will increase in the foreseeable future. It is
expected to create a new wave of opportunities for
tremendous growth to the smart home industry.

A-3. Automotive Camera Module

The barrier to automotive lenses is higher, and
once certification is obtained, long-term profit will be
ensured. The technological and technical difficulty of
automotive lenses is relatively considerable, mainly
because of its high requirements for reliability. Unlike
ordinary lenses, the continuous working time of
automotive lenses is long, and the environment they
are in is often subject to larger vibration. Once they
fail, they will cause a fatal threat to users' life and
safety. Therefore, strict requirements are imposed
on modules and packaging. Automotive lens testing
requires several days of soaking in water and a
temperature test of more than 1000 hours, as well as a
rapid switch from minus 40 degrees to 80 degrees. In
addition, automotive lenses need to have a night vision
function to ensure normal use at night. In summary,
the requirements for the manufacture of automotive
camera modules are relatively high. OEMs have more
trust in lens manufacturers with scale and stronger
manufacturing capabilities. This makes it easier for
powerful lens manufacturers to win the competition in
the current automotive lens market.
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B. System Integration
B-1. Business Equipment

Due to fierce market competition, the end price
of multifunction printers (MFP) has been declining,
particularly inkjet and black and white laser models.
Due to the stagnation of the global economy, the
shipment of consumer inkjet models will continue to
decline in the next few years. However, the laser models
focused on by PRIMAX will continue to grow slightly,
and the demand for multifunction printers in emerging
countries will continue to grow. The demand for color
multifunction printers in the well-developed markets of
Europe, America, and Japan will continue to increase,
mainly because of the switch from the black and
white printers to color multifunction ones. Although
the impact of mobile devices and digital trends will
continue, the demand for printers and multifunction
printers will continue. Through improving performance,
combining digital process management, deepening
the customization in vertical industries, and innovative
applications that integrate cloud services, PRIMAX will
focus on the applications of A4 low-end laser MFP and
communications products, which is expected to lead to
another wave of growth momentum.

B-3. Wireless Charging Products

With the popularity of smart phones, tablets, and
wearable devices, wireless products have become an
indispensable electronic product in people's daily lives.
With the introduction of Samsung's flagship models
and the introduction of all Apple's models in 2017,
the growth momentum of wireless charging is even
more unstoppable. Major mobile phone manufacturers
are also closely preparing for the introduction. In the
current preliminary stage, high-price flagship models
are still the main products to be introduced.

In addition, other consumer electronic product
and computer product providers hope to add as many
functions useful to consumers as possible. Wireless
charging has thus become the function that is useful to
consumers and is differentiated with the value-added
effect. Therefore, the major manufacturers have also
followed Apple's step and are preparing to introduce
wireless charging into some of their products.

IHS expects that the demand will reach 2 billion
units in 2022. This huge business opportunity mainly
comes from the built-in wireless charging function of
mobile phones. Therefore, it can be estimated that
the current wireless charging models will be gradually
decentralized from the high-end flagship level to
the mid-level or even low-level market, bringing
business opportunities as what has been brought by
the camera modules, bluetooth, Wi-Fi, touch function,
and fingerprint recognition, as another important
component and peripheral in electronic products.

B-4. Smart Interface Products

With the rapid development of cloud computing,
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edge computing, and Al, smart IoT devices will
usher in a wave of significant growth in the next few
years. Many market research institutions predict the
compound annual growth rate of smart doorbells and
door locks will be 15% in the next five years. Smart
doorbells and door locks will develop into a market of
more than $2 billion in 2023, respectively. Faced with
a rapidly growing market, as we have been working in
this field for two years, we are expected to be able to
seize the growth opportunities arising from smart loT
devices.

B-5. Surveillance Products

The UK HIS Markit's industry report pointed
out that the global security surveillance industry had
a compound annual growth rate of 8.3% in the past
five years. With the trends, such as 5G and IoT, the
industry continues to develop in a positive direction.
With the US-China trade war and the COVID-19
pandemic, international buyers have begun to re-
examine the supply chain. Taiwanese companies have
successively received orders from Japan, New Zealand,
Australia, Europe, and other countries, which not
only improved the visibility but also eliminated the
unqualified business and restructured the industry,

further facilitating the growth in the industry. Global
security surveillance product sales were in the amount
of US$19.15 billion in 2019 and will continue to grow,
reaching a scale of more than US$35.82 billion by 2024.
The growth momentum comes from the integration of
security surveillance hardware and Al image analysis
software.

C. TYMPHANY Acoustic Products
C-1. Speaker Modules and Systems

Smart speakers is a popular product in electronic
consumption in recent years. Since Amazon launched
the first speaker—first generation of Echo-in 2014,
smart speakers shipments have grown exponentially,
and the global shipments surged from 2.55 million
units in 2015 to 86.2 million units in 2018, with the
compound annual growth rate of around 223%. The
global smart speakers shipments exceeded 56.2 million
units in the first half of 2019.

According to IDC's forecast, the market size of
smart speakers will increase from US$4.4 billion in 2017
to US$17.4 billion by 2022, with an annual compound
growth rate of 32%, which is the fastest growing
segment of smart home devices.

( Global shipments of smart speakers (unit: 10,000 units) )
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C-2. Headphones

Since 2000, the headphones industry has
experienced three waves of development, namely
digitalization, wirelessization, and intellectualization.
According to Futuresource, the global annual sales
of the overall headphones market in 2018 were close
to US$20 billion, an increase of approximately 16.7%
compared with 2017; during the ten years from 2008 to
2018, the global headphones market grew from nearly
US$4 billion to around US$18 billion, with a compound
growth rate of roughly 16%.

Compared with traditional headphones, smart
headphones can be mainly divided into true wireless,
voice assistant, smart translation, hearing enhancement,
sports, and noise reduction. True wireless is the
mainstream trend of smart headphones.

According to GFK's data, the size of the global
true wireless headphones market was about US$2
billion in 2017, and it is expected that the market
size will reach US$11 billion by 2020, with an annual
compound growth rate of 76%.

According to the forecast of Intelligence
Research Group, the global shipments of true wireless
headphones will reach 65 million units, 100 million
units, and 150 million units from 2018 to 2020,
respectively, with a compound annual growth rate
of 51.90%. It is expected that as the sound quality
and functions of true wireless headphones continue
to improve, the penetration rate of true wireless
headphones will continue to increase in the future.

4. Competitive niches

A. Sufficient production capacity and economies of scale

With the increasingly shortened life cycle of
consumer electronics products, various manufacturers
are all focusing on new product development and
cost reduction. Therefore, under the consideration
of cost reduction and rapid mass production, OEM
is the mainstream trend in the market. Under this
trend, manufacturers with relevant product production
experience and sufficient production capacity have
become the large international manufacturers’
first choice for outsourcing. PRIMAX has decades
of experience in the development, design, and
manufacturing of imaging products and embedded
devices, with a strong technological development team
and strict manufacturing and quality management
processes. Backed by its strong R&D team, PRIMAX can
immediately adjust the production process according
to customers' needs and assist them in optimizing their
existing products while responding to their needs in
real time. PRIMAX has successively set up production
bases in Dongguan, Kunshan, Chongging, and Huizhou
in China, to continues to increase the production
capacity, while having production capacity with the
effect of "economies of scale" and capacity allocation
flexibility. Such economies of scale, capacity allocation
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flexibility, and professional process technology have
made the entry into this field for new competitors
relatively more difficult, and such diverse production
resources have also become an important competitive
advantage for the Group in obtaining OEM orders from
large international manufacturers.

B. Global logistics-based production

PRIMAX provides services to customers in a
global logistics-based model. In addition to providing
excellent products to customers, the Group also
provides logistics support services to them. PRIMAX's
process management capabilities are excellent,
production flexibility is high, as well as its production
and sales layouts in Dongguan, Kunshan, Chongging,
and Huizhou are great, while providing customers
with services from the nearest base to stay close to
the market and shortening the product delivery time
through the global instant supply warehouse (such as
the US, the Netherlands, and China), so as to provide
customers with a stable and fast supply and enable
them to have minimum inventory and reduce capital
backlog; therefore, the logistics support capability is
one of the competitive niche of the Group.

C. Maintain deep cooperation with international
manufacturers

Since its establishment, PRIMAX has continued
to focus on the R&D of computer peripheral products,
mobile camera modules, business devices, smart
homes, and electro-acoustic-related products. The
product quality and stability have been deeply
recognized by customers, and the Group continues
to receive customers' orders for purchases. PRIMAX's
main customers are all internationally renowned
manufacturers. When establishing specifications
and undergoing technological innovations in the
preliminary stage of validation with customers, the
Group can make full use of customer relationships to
obtain the latest market information to keep abreast
of the market trend. PRIMAX has established great
cooperative relations with upstream and downstream
industries for many years. In the future, it will also be
an important partner for close cooperation with major
manufacturers when developing new products.

D. People-machine interface integration technology
and software development capacity

PRIMAX has an experienced and well-qualified
software R&D team with the R&D capabilities of
human-machine interface software and hardware. It
can not only actively help customers improve product
operation interfaces but also develop highly user-
friendly software and convert it to consumer electronic
products widely accepted by the general consumers,
such as personal network servers and wireless hard
drives. These new applications that are integrated and
developed from the existing technologies will be a big
niche for future development.
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E. More than 10 years of experience in wireless
charging hardware and software design and mass
production capacity

Wireless charging involves the wireless and
magnetoelectric principles; there have not yet been
standards of the industrial specifications and scale
advantages and there are no major specifications or
leaders on the market, so it attracts many small and
medium manufacturers to join. However, because of
major brands' requirements for diversified product
designs and their expectations of larger-scale
developers with design capabilities equivalent to those
of other key components in terms of design mastery
and optimization, even the final product certification,
and mass production capabilities, PRIMAX stands out
particularly on this front.

PRIMAX has been favored by major mobile phone
and consumer electronics brands from ten years ago
and has continued to incorporate wireless charging
into major brands' products, including various receiving
devices (mobile phone cases, smart speakers, laptops,
headphones, and mouses), the transmitting devices
(charging pads, charging docks, in-car charger mounts,
charging docks for wearable devices, and mouse pads).
The requirements for design, manufacturing, testing,
and quality assurance are in line with the international
standards, which are unmatched by other wireless
charging competitors in the short term. Therefore, the
Group's products continue to receive major brands'
attention and inquiries about its release of wireless
charging products and cooperation.

5. Favorable and unfavorable factors of
development prospect and response
strategies

Bl Favorable factors:

A. International manufacturers continue to outsource
its business to OEM to reduce costs

International brand manufacturers have recently
continued to manage their brands and maintain
the control of their R&D technologies; they have
successively outsourced their business to professional
OEM factories for production to reduce production
costs and to focus on their own design, sales, and R&D
work so as to simplify the complexity of management
and improve operational efficiency, while streamlining
the organizational structure, concentrating resources,
reducing production costs, strengthening brand value,
and increasing the market share. Under the situation
where the global division of labor in the electronics
industry is becoming more and more obvious, such
a business model has become necessary for all major
international brands, and as a result, it has led to huge
outsourcing business opportunities.

PRIMAX has established production bases in

Thailand, Dongguan, Kunshan, Chongging, and Huizhou
in China in order to serve local customers in proximity,

strive for OEM business, and reduce production costs. In
recent years, PRIMAX has gained customers' recognition
in product development technological capabilities as
well as has provided customers with diverse production
resources as the production backbone and the most
complete services in a timely manner; therefore, it has
cooperated with well-known international manufacturers
in the US and Japan while successfully obtaining their
OEM business. With PRIMAX's professional development
technological capabilities and great production
management model, it can effectively reduce the
production cost and expand business opportunities in
the competitive OEM market.

B. The terminal application market still has great room
for growth

I. PC Peripherals

PRIMAX's computer peripheral products include
mouses, keyboards, keyboard modules for laptops, and
high-speed transmission docks. In current trend, as the
major computer brands are becoming bigger, although
the growth trend of the computer market in the future
will slow down, the Group will still occupy a favorable
position because of the appropriate customer strategy.
Meanwhile, the increase in demand comes from the
gradual development of the e-sports industry, and
relevant keyboards, mouses, and game controllers are
produced accordingly.

I1.Non-PC Products
a. Visual imaging products
a-1. Mobile device camera module

PRIMAX's mobile camera modules mainly include
built-in camera modules and fingerprint recognition
modules for laptops, smartphones, and tablets, as
well as bluetooth headphones and charging docks for
peripheral communications devices. As consumers are
accustomed to using the mobile phone cameras to take
photos or share videos with friends and family at any
time, smartphone and tablet manufacturers continue to
launch high-pixel smartphones and tablets with built-
in camera modules. In addition, with the popularity
of the Internet and the increase in bandwidth, the
built-in camera modules for laptops have become the
standard device of laptops, showing that the market
of built-in camera modules still has great room for
growth. Moreover, the mobile payment market is in
full swing and the demand for fingerprint recognition
is growing fiercely and rapidly, which is the one of
the fastest-growing areas in these two years. With the
advancement of mobile phone functions, the power
consumption has also increased significantly. It is no
longer the case that mobile phones can stand by for
more than a week as in the past; instead, the demand
for various portable chargers, USB charging cables,
and in-car charging cables has increased dramatically.
Driven by the Internet phone and the portable device
industries, the demand for bluetooth headphones will

continue to rise, which will surely drive the Group's
revenue growth.

a-2. Smart Vision Technology

As the image Al environment is more developed,
the Wi-Fi network penetration rate at home increases
year by year, and wireless transmission-related
applications are booming, which will drive the sales
of home security surveillance. The explosive growth
of mobile devices, including the popularization of
smartphones and tablets and the increasing demand
for wireless smart surveillance in the market, will
motivate consumers to purchase smart doorbells, smart
access control systems, and smart surveillance systems
to extend the application of mobile devices.

PRIMAX also possesses profound knowledge
and development capabilities in imaging optics, as
well as development and manufacturing capabilities
system integration, along with its overall manufacturing
and procurement capabilities, the Group has great
competitive advantages.

In addition, smart imaging requires new human-
machine interfaces and the wireless networking
function, which are also part of PRIMAX's core
competitiveness, so that we are in a good condition
when facing external competition.

a-3. Automotive Camera Module

From simple reversing imaging systems to
panoramic display systems, the number of automative
lenses used per car has grown from one in the past to
at least four, that is one on the front, rear, and both
sides, respectively. In addition, in order to solve the
problems of fog during the day and insufficient light
at night, night vision lenses are produced accordingly.
The driver monitoring lens installed in the car has also
become a new function of automotive lenses. Statistics
showed that the global demand for automotive lenses
in the first half of 2019 was 120 million units. With the
increase in the popularity of the ADAS system and the
use of technologies, including face recognition, in-car
monitoring, and rearview lenses, will be more widely
used, and automotive lenses will usher in a truly smart
era.

b. System Integration
b-1. Business Equipment

PRIMAX's business equipment products include
laser printers, multifunction printers, and scanners. With
the increasing popularity of wireless network technology,
the trend of printers and business devices using wireless
technology for printing and transmission is becoming
more and more obvious. With the increase in sales
of smartphones and tablets and the advancement
of their functions, consumers' demand for printing
is increasing day by day. With the advent of wireless
business equipment and printers, it will be able to
meet the printing needs of handheld devices, such as
mobile phones and tablets, and will increase the Group's
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product sales indirectly. Moreover, the demand for
black and white laser multifunction printers in emerging
markets continues to grow, which will also directly
contribute to the growth of PRIMAX's product sales.

b-2. Smart Home

As the broadband network environment is
more developed, thepenetration rate of home Wi-Fi
wireless network increases year by year, and wireless
transmission-related applications are booming.
Consumers have real demand for home entertainment
and video streaming services, which will drive the
sales of home network storage devices and home
entertainment audio and video servers. The explosive
growth of mobile devices, such as the popularity of
smart phones and tablets, the market's demand for
wireless audio and video storage devices has increased,
which will motivate consumers to purchase portable
wireless hard drives to expand the capacity of mobile
devices.

b-3 Wireless Charging Products

The Group will make good use of the achievements
of wireless charging in the retail and automotive markets
for many years, the customer base, and positive supply
chain relationships to launch more innovative products
and services to further promote the growth of other
consumer products and motivate automotive customers
to adopt such products, leading to more diversified
application and market expansion.

In addition, wireless charging combined with the
Group's unique competitive three-in-one sense (listening,
voice, and touch) technology and advantages, as well
as the large diversified customer base established by
the Group will enable the Group to offer one-stop high-
value-added and highly executive services to major
well-known brands, and create a win-win outcome with
customers.

b-4 Smart Interface Products

With the rapid development of cloud computing,
edge computing, and Al smart IoT devices will usher in
a wave of significant growth in the next few years. Many
market research institutions predict the compound
annual growth rate of smart doorbells and door locks
will be 15% in the next five years. Smart doorbells and
door locks will develop into a market of more than $2
billion in 2023, respectively.

b-5 Surveillance Products

Due to COVID-19, new business models and
new unmanned stores have emerged. These new
stores need a great deal of equipment to monitor the
operation of the stores. Also, there are opportunities
arising from commercial smart image analysis. For
example, if the social distancing policy is not followed
in a store, we can adopt a voice chat to remind people
of the policy. All these functions of commercial smart
and image analysis are the suitable direction of our
development in 2021. This has also accelerated the
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adoption of these products. People also care about
how organizations adopt technology to protect assets
and protect their employees.

As the broadband network environment becomes
more mature, the penetration rate of Wi-Fi networks
in the home is increasing year by year. Wireless
transmission-related applications are booming, and
consumers have actual needs for home security, which
will drive the sales of home surveillance devices.

c. TYMPHANY Acoustic Products

PRIMAX also possesses profound acoustic
knowledge and development capabilities, as well as
the development and manufacturing capabilities of the
key parts, that is the speaker driver, along with the its
overall manufacturing and procurement capabilities;
therefore, the Group has great competitive advantages.

Furthermore, smart speakers require new human-
machine interfaces and wireless networking capabilities,
which are also part of PRIMAX's core competitiveness;
thus, we are in a good condition when facing external
competition.

B Unfavorable factors:
A. Shortened product life cycle

Information, communications, and consumer
electronics products are changing rapidly, and product
life cycles are shortening, which leads to increased
management risks. In addition to the pressure of the
inventory that is unable to be consumed and the
backlog of capital, the shorter product development
design and mass production time have tested PRIMAX's
professional technology and management ability.

Response measure: PRIMAX actively develops new
technologies to enhance its R&D capabilities and
continues to train R&D personnel to improve the
production efficiency and the yield rate to shorten
the product development cycle. In addition, the
Group has established long-term positive cooperative
relations with many well-known domestic and foreign
manufacturers. During product development, it
cooperates and communicates with customers to fully
understand their needs and market trends to ensure
rapid development and mass production of products in
line with market needs. Moreover, it strictly controls the
raw materials with special specifications and actively
reduces inventory and the loss of sluggish sales, which
can effectively reduce costs and enhance market
competitiveness.

B. Fierce price competition undermines profit margin

In recent years, the vigorous development of
electronic products has driven the market demand for
relevant components for computer peripheral products,
mobile camera module, and business equipment
products. As a result, market competition is fierce
and product price pressures increase, resulting in a
trend toward lower prices for electronic products and
undermining the profit margin.

Response measure: PRIMAX focuses on improving
its core competitiveness, strengthening product R&D
technologies as well as manufacturing and mass
production capabilities, improving product processes
continuously through product design to reduce material
consumption, and introducing advanced production
equipment to improve production efficiency. Meanwhile,
its continues to expand high-end products with higher
gross profit margins, to seek product differentiation and
increase the added value of products so as to create
market segmentation in the industry, while maintaining
close cooperative relations with existing customers to
consolidate the existing market.

C. Labor shortages and rising labor costs in China

In recent years, the labor department in various
provinces in China have increased wages to protect
labor rights. In addition, China's inland economy has
developed rapidly, and the annual economic growth
rate has grown in double digits, resulting in a reduction
in the working population's willingness to continue
to stay in the coastal areas. Therefore, the continuous
labor shortages and increase in the labor costs have
caused an increase in the business operating costs.

Response measure: In order to fundamentally improve
labor problems and reduce the labor costs, PRIMAX
actively introduces modular automated production
equipment and processes to increase the production
efficiency and reduce the labor costs. In the meantime,
PRIMAX spares no effort to improve its production
process, process streamlining, and automated testing,
while setting up a dedicated unit responsible for
the design and manufacturing of precision molds
and automated assembly equipment as well as
introduction of mass production so as to keep abreast
of the production process and control product
quality. Moreover, it has continued to develop highly
automated production and inspection equipment along
the production lines in recent years, to improve the
production efficiency and reduce the production costs.
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(2) Important uses and production process of main products

1. Important uses of main products

Main products .
. Important uses or functions
and services

1 Control computer cursor and scrolling of wheel, to enable easy operations in the window operating

Mouse |

' systems
Keyboard ' Enable input of characters and provide other convenient computer shortcut keys
Touch panel i Control computer cursor, scrolling of wheel, and other convenient controls through finger touch
Wireless charging ' Provide a supply of electricity and the charing function to mobile phones, tablets, laptops, consumer
device  electronics, industrial products, machine tools, household products, medical equipment
Micro-camera ' Applicable to mobile phones, tablets, commercial and home surveillance devices, smart TVs, game
module ' consoles, dash cam, GPS built-in camera modules
Network camera i Applicable to laptops, LCD monitors, built-in network camera modules, and externally attached network
module ' cameras
Fingerprint 3 Applicable to mobile phones, tablets, and communications peripherals

identification module

Communications ' Applicable to mobile phones or MP3 players, built-in video, external voice, data transmission, and
peripheral equipment | power supply devices

______________________________________________________________________________________________________________________________________

! Applicable to personal computers, printers, file servers, flash drives, as well as digitization and storage
i of photos/documents

______________________________________________________________________________________________________________________________________

. . . i Applicable to photo/document scanning, photocopying, electronic document printing, and document
Multifunction printer ! o . 2
: fax for individuals, homes, offices, shops, hotels, and digital data centers

________________________ b o e m e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e m e m e e mm e e m e e e e e e e e m e e e e e e mmm e e e e mmmm—— e

Office automation | Applicable to photo/document destruction, lamination, and other processing modes for individuals,
products " homes, offices, shops, hotels, and digital data centers

Wireless storage ' Applicable to audio and video entertainment, data storage, and office data storage for individuals and
device homes

______________________________________________________________________________________________________________________________________

' Applicable to music appreciation, audio-visual combination, and mobile phone communication for
“individuals and homes

______________________________________________________________________________________________________________________________________

i Applicable to mart home control, voice inquiry about data, App linkage, and relevant service
' connections, and music appreciation for individuals and homes

______________________________________________________________________________________________________________________________________

! Applicable to professional knowledge and skill monitoring, smart home surveillance, image recognition,

Smart digital imaging ! App linkage, and relevant service connections for businesses, individuals, and homes

2. Production process

Manual plugin

@

) Loading Finished After- : -
Materials i process goods assembly i i Shipping

assembly inspection

Outsourcing processing

(3) Supply of main raw materials

PRIMAX's products are mainly divided into PC peripherals and non-computer products. These products
are mainly purchased by DongGuan Primax Electronic & Telecommunication Products Ltd., Primax Electronics.
(KunShan) Corp., Ltd., and Primax Electronics (ChongQing) Corp., Ltd. As they are the Company's subsidiaries
and sub-subsidiaries, the delivery date and the supply sources can be fully controlled, and there is no shortage
of supply sources. As for the main raw materials of the products for the subsidiaries and sub-subsidiaries, to
ensure stable sources of supply and stable quality, the materials are supplied by through long-term cooperation
suppliers, and the number of suppliers of main raw materials is maintained at least two. There should be no risk of
interruption of the Company's business due to disruption of the supply.
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(4) Names of the customers contributed to more than 10% percent of the total
purchase (sale) amount in either of the most recent two years, the amount
of purchase (sale) from (to) them, and the ratio thereof, and explanation of
the reason for changes in these figures.

1. Information on suppliers accounting for 10% or more of the total purchase amount in either of the 2 most

recent years:
There was no supplier accounting for more than 10% of the total purchase amount in any of the last two years.

2. The information on customers accounting for more than 10% of the total sale amount in any of the last two

years.
Unit: NT$ million

Percentage | Relationships Percentage | Relationships

of net sales with the Name Amount of net sales with the
(%) issuer (D) issuer

Netsales | 80,650 : 100% ! - | Netsales | 68241 : 100% | -

The Group's main customers are mainly internationally renowned high-tech companies from diverse fields
with high stability. In addition to maintaining a good relationship with existing customers, the Group has actively
developed new products with a view to expanding the market and customer sources in other business sectors,
while striving to diversify customers and minimize the risk of sales concentration. In the past two years, the
proportion of customers whose orders accounted more than 10% of the Group's annual revenue individually has
also declined.

(5) Table of production volume and value in the most recent two years:
Unit: NT$1,000/1000 pcs

W 2019 2020

Major Production | Production | Production Production Production | Production Production
products volume| capacity volume value capacity volume value

PC peripherals ; 163, 133 , 77,7211 . 20,897, 132 . 194, 674 . 91, 128 . 24,503,575
Non-PC products L2385, 535 , 154,71 2 . 68,266, 740 : 377, 377 , 236,91 9 . 187,377,413
Total 2,548,667 ! 232433 : 89,163,872 : 572,051 ; 328047 : 211,880,988

(6) Table of Sales volume and value in the most recent two years:

—

Unit: NT$1,000/1000 pcs

Internal sales External sales Internal sales External sales

Volume Value Volume Value Volume Value Volume Value

PC peripherals ; ; 185,596 L 240, 345 | 22,460, 580! . ; 190,637 212,81 1 | 25991922
Non-PC products "E"""'z',%‘z'di '''' ;}"sé'%?'_"é;'a"sé'si?""sléé%_é?d?"'"""'3};? """" 30230 290541 39970647
Senvicesrevenve | o o D31 L o L 2056610
Tl s amam s soamwel | e e swasl es09i

2020 Annual Report '

3. The number, average service time, average age, and
educational background of the employees in the most recent
two years as of the publication date of the annual report.

January 1, 2021 to

Technlaan (Engineering) 5 3,244 ; 2,757 2,899
Number of employees ! Management and business ! 1,630 1,453 1,332
' personnel : ' '

Average age

Average year of services 5.6 6.3 6.3

- 3% 2% 03%
Master nre 8% | 158%

Education (%) nversty 642% | 606% | 68.4%
Semorhighschool | 155% s 7%
‘Belowhighschool sa% 23% 39%

Information on Environmental Protection Expenditures

The disclosure of total amount of losses (including compensation paid), penalties paid by the company
for environmental pollution, its future response measures (including improvement measures), and possible
expenditures (including the estimated amount of losses, penalties, and compensation that may occur if the
countermeasures are not taken. If it cannot be reasonably estimated, the fact that it cannot be reasonably
estimated shall be stated) in the most recent year and as of the publication date of the annual report: None.

The following is the statistical table of environmental protection expenditures of each plant of the Group in
2020:
Unit: NT$

Classification of environmental Description Expenditures
protection costs P P

1. Direct cost of reducing environmental impact

EIncluding air pollution control costs, water pollution control costs,
: ’ 6,695,000
» other pollution control costs

______________________________________________________________________________________________________________________________________

______________________________________________________________________________________________________________________________________

(3) Business waste and general ; . . . . - . !
office waste disposal and 'Ell':g Ic;):;cjfci)lfl)busmess waste disposal (including reuse, incineration, 5759166

recycling cost

Including '
' (1) employee environmental protection education expenditure;
2. Indirect cost of reducing 1 (2) environmental management system architecture and
environmental impact certification acquisition costs; : 42853819
(management expenses related to : (3) monitoring environmental impact cost;
environmental protection) 1 (4) increased cost of purchasing eco-friendly products; 5
' (5) relevant personnel cost from the organization dedicated to /
environmental protection :

(1) Expenses for soil remediation and natural environment
remediation; '
' (2) environmental pollution damage insurance premiums and i 0
environmental taxes and fees imposed by the government;
' (3) costs of reconciliation of environmental issues, compensation,
fines, and litigation

______________________________________________________________________________________________________________________________________

Total ! 60,304,008

3. Other environmental costs
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5. Labor-management Relations

(1) The Company's employee benefits
for studying, training, pension
systems and its implementation
status as well as labor-management
agreement and measures for
safeguarding employees’ rights
and interests

1. Employee benefits and implementation status

The Company has set up an Employee Welfare
Committee in accordance with the Employee Welfare
Act to handle the appropriation and distribution of
welfare fund. The current welfare system includes
labor insurance and national health insurance, group
insurance, annual health checkup, birthday gift
certificates, Labor Day/Dragon BoatFestival/Moon
Festival cash gifts, employees' and their dependents’
wedding and funeral subsidies, employees and their
dependents' scholarships, employee hospitalization
condolence money, domestic and international travel
allowances, childcare subsidies, emergency assistance
loans to employees, the year-end party and lucky-
draw activity, club activities, employee group travel,
physical and mental health promotion measures, and
employees' leisure space.

2. Continuing education, training, and the
status of its implementation

In order to continuously enhance the
competitiveness, develop important technologies,
and cultivate management talents, the Company has
established a variety of learning and development
channels to enable employees to have reinforced
learning effects through various methods.

B On-the-job training: On-the-job learning and
development are launched, so employees strengthen
their job experience through participation in
work meetings, project (task) assignment, and job
rotation.

B Internal training: Internal training is divided
into three major categories: supervisor training,
professional training, and general training, including
basic new employee classes, classes for supervisor at
various levels, professional technical classes, quality
classes, general lectures, and English classes.

B External professional training: In order to motivate
employees to continue to improve their professional
abilities or to develop the second professional
skills related to work for the purpose of career
development, the Company subsidizes the full cost
of the external professional training.

B Overseas training: Employees with excellent

performance and development potential are
selected and dispatched to participate in short-term

overseas professional training or conferences to give
them a wider international perspective.

B Online learning and knowledge community
platforms: General and basic professional knowledge
as well as English learning classes are provided
on the digital E-Learning learning system, so that
learning is no limited by time and space; employees
can also exchange, share, and discuss knowledge in
the discussion area on the community platform and
the dedicated section on the blog.

B Self-learning: Employees are motivated to learning
continuously work-related knowledge and skills, and
can apply for flexible working hours for on-the-job
training. In addition, to respond to the Company's
international business model, English learning
subsidies are provided to motivate employees
to strengthen their language skills. Furthermore,
the Company has set up a reading space "Book
Garden"inside the company and updates a list
of recommended books regularly while provides
book purchase subsidies to motivate employees to
develop a reading habit.

3. Retirement system and its implementation

PRIMAX (formerly known as "Hung Chuan
Investment Co., Ltd.") was established on March 20,
2006 and had merged the original PRIMAX, with
the original employees' relevant rights and benefits
effective unconditionally on December 28, 2007.
The pension system of the original PRIMAX has also
remained unchanged. The payment requirements
for and standards of labor pension are processed in
accordance with the Labor Standards Act (hereinafter
referred to as "the old system") and the Labor Pension
Act (hereinafter referred to as "the new system").

For employees who have chosen the old system
or the new system but with seniority accumulated
under the old system, PRIMAX has established
a retirement plan in accordance with the Labor
Standards Act and deposits a monthly retirement
reserve fund in the special account with the Bank of
Taiwan for the payment of future pension. In addition,
for employees who are entitled to the new system,
PRIMAX appropriates an amount equivalent to 6% of
the monthly salary as a labor pension reserve fund in
accordance with the Labor Pension Act to the personal
pension account with the Bureau of Labor Insurance.

4. Labor-management agreement and measures
for safeguarding employees' rights and interests

PRIMAX's labor-management relationship is
harmonious and positive. Employees can communicate
with the Company on issues related to various systems
and the work environment through departmental
communication meetings to maintain positive

interaction between the employer and the employees.
In addition, PRIMAX's Employee Welfare Committee
is in charge of handling various employee welfare
matters and holding events and activities occasionally
to enhance the harmonious work atmosphere between
the Company and employees and to build coherence.
The details are specified below:

(1) Hold departmental meetings regularly to communicate
the Company's and departments' business plans,
overview of business activities, and market conditions
with employees.

(2) Establish employee complaint and opinion mailboxes
for employees to make suggestions on various
measures or expose violations of moral integrity,
unreasonable treatment, sexual harassment, or other
acts that harm the Company's interest.

(3)Formulate sexual harassment prevention,
complaints, and disciplinary measures to maintain
positive working relationships and interaction
principles between the genders and to avoid gender
discrimination and harassment.
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(4) Establish labor-management meetings and hold labor-
management meetings regularly for communication
and negotiation, to promote the harmonious labor-
management relations.

(5)Establish the Employee Welfare Committee to
regularly organize group activities and handle
welfare matters.

(6) Establish a flexible working hour system to balance
employees' work and life.

(7)Provide education and training programs and
subsidies, provide employees with functional training,
and motivate them to develop the second skill.

(8) Provide group insurance in addition to the basic
protection of labor and health insurances, which
further safeguards employees' life safety, medical
care, and family.

(99 Hold employee health checkup and organize
safety and health inspections regularly to ensure
employees' physical and mental health and a safe
work environment.

(2) The loss arising from labor disputes in the most recent fiscal year up to the
date of publication of the annual report: None.

(3) The estimated amount and response measures that may occur at present and
in the future. If it cannot be reasonably estimated, please specify the reasons.
Since its establishment, PRIMAX has maintained an honest and responsible attitude and is committed to

employees' well-being and the labor-management harmony, to work together for the Company's growth, making

the Company's performance grow increasingly. Therefore, the labor-management relation has always been
harmonious, and it is expected that there will be no labor disputes in the future.

6. Important contracts

____________________________________________________________________

____________________________________________________________________

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

NERITE Ol Counterparty IS Ele) CoJa i eln Major contents Restrictions
contract date

OEM of productsé Customer E August 1, 2014-end of project

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

éOEM of camera modules and mouses Confidential

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

___________________________________________________________________

___________________________________________________________________

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

OEM of PC peripherals and consumer |

OEM of products: Customer P | January 4, 2010-end of project ' . Confidential
: » electronic products
OEM of products: Customer R iAugust 11, 2016—end of project OEM of PC peripherals Confidential
OEM of products: Customer N 'January 8, 1999-end of project OEM of PC peripherals Confidential
OEM of products: Customer Z January 1, 2012-end of project ; OEM of .PC peripherals and consumer | Confidential
» electronic products
Leasing E Shin Kong Life : From February 2021-December 2035 | Lease of a Primax building None

Insurance
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Chapter 6.

Financial Position and Financial
Performance, and Listing of Risks

1. Financial Position

Unit: NT$1,000

Current assets 35,110,091 39,323,212 (4,213,121) (10.71%)

‘Propery, plantand equipment 6542015 | - 13340 | ey a6
ntangible assets | 2370578 | 250115 | a5 C22%)
[CEEREE R 3284398 | 3957846 | G348 | a702%
Totlassets | 47307082 | S3145954 | (5838872 | (1099%
Curentlicbiities | 27940913 | 33562806 | (5621893 | | (1675%
Non-curent liabiites | seessre | so9508 | (213929 | @390%
Totalliailifies 31806492 | 3Bea2314 | (6835822 | (1769%
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Review and Analysis of the Company's
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2020
Share capital 4,508,983 4,485,808 23,175 0.52%
Copitalsuplos seres | a3 sse3 | sI%
Retined eamings | sytogT2 53006 owess | 1
Oterequiyinterest | (15650 | (19gen VPRV BT
Non-contwoling nterests | 200751 | 210563 | w9 L omew
Towlequty 15500590 us360 | o%6950 | eeTm

One. Description of material changes in financial ratios:
Non-current liabilities decreased from last year: Mainly due to disposal of customer-paid assets, resulted in a decrease in long-
term deferred revenue.

2. Financial Performance

(1) Financial performance analysis for the last two years
Unit: NT$1,000

Decrease

Net operating revenue 68,240,939 80,649,608 (12,408,669) ! (15.39%)

Operatingcosts 60129865 | 71218592 | ( ’{{Eéé’%é%’)""""""(ifsfé%’%’)w
Grossprofit . 8111074 | 9431016 | (1319942 | (1400%)
Operating expenses | 5811277 | 6668389 | @7112 | (1285%)
Operatingincome | 2209797 | 2762627 | @62830) | (1675%)
Non-operating income and expenses | 178640 | s1274 | 27366 | 1809%
Netincome before tax of continuing operations | 2478437 | 2913901 wssae) | (40a%)
Income taxexpense 54170 | 650982 | (116812 | (1794%)

--------------------------------------------------------------------------------------------------------------------------------------

Net income for the period (including post-tax
profit or loss from discontinued operation)

Explanation of material changes in financial ratios (when the change is more than 20% compared with the last period, and the
amount of the change reaches NT$10 million): None.

(2) The expected sales volume and the basis thereof, and the possible impact on
the Company'’s future financial operations and response plans:

The Group's estimated sales volume is based on the industrial environment and the future supply and
demand of the market while taking into account the business development, the current status of orders received,
and the production capacity planning. For the sales of major products in 2021, in the PC peripherals business
group, driven by the sales of e-sports products, the sales of the products are expected to remain roughly flat
or increase slightly. In the non-PC products business group, it is expected to continue to be affected by the
development of the global information and communications products and mobile phone product markets, as
well as the market demand for acoustic products, with a prospect of steady growth. The Group's current financial
structure is sound and its operation is in a good condition; the Group's own funds and net cash inflows from
operating activities are sufficient to meet the needs of working capital and capital expenditure driven by revenue
growth.
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3. Cash flow

(1) Analysis of cash flow changes in the most recent year (2020)
Unit: NT$1,000

. Remedial measures for
Net cash flow from Cash inflow -
Cash balance at . A . Cash balance, cash inadequacy
operating activities (outflow) in

beginning of year for the year 2020 end of year _ _
Investment plan Financial plan

6700510 | 3,961,005 | 234843 | 6935353

Analysis of cash flow changes in the most recent year:

1. Operating activities: Net cash inflow from operating activities amounted to NT$3,961,005 thousand, which was mainly
because of a decrease in net income, notes receivable, and accounts receivable in the current period.

2. Investment activities: The net cash outflow from investment activities was NT$2,795,916 thousand, which was because of the
acquisition of property, plant and equipment.

3. Financing activities: The net cash outflow from financing activities was NT$974,633 thousand, which was because of the
distribution of cash dividends.

(2) Improvement plan for inadequate liquidity: The Group's cash flow is adequate
in the most recent year.

(3) Analysis of cash flow for the coming year (2021)

Unit: NT$1,000

. Remedial measures for
Net cash flow from Cash inflow -
Cash balance at . A . Cash balance, end cash inadequacy
operating activities (outflow) in

beginning of year for the year 2021 of year - -
Investment plan Financial plan

6935353 | 3,708,702 666341 | 7,601,694

1. Analysis of changes in cash flows in the coming year:
(1) Operating activities: The net cash inflow from operating activities is expected to be NT$3,708,702 thousand, which is
because of the net income for the period.
(2) Investment activities: The net cash outflow from investment activities is expected to be NT$2,515,718 thousand, which is
because of the acquisition of plant and equipment.
(3) Financing activities: The net cash outflow from financing activities is expected to be NT$526,643 thousand, which is
because of the repayment of short-term borrowings and the distribution of cash dividends.
2. Analysis of remedial measures for cash inadequacy and liquidity: The cash is adequate, so it is not applicable.

Note: The figures for the coming year (2021) are on a consolidated basis.

4. The Impact of Most Recent Major Capital Expenditures on
Financial Operations : None

5. Most Recent Annual Investment Policy, Its Main Reason
for Income or Loss, and Improvement Plan and Investment
Plan for the Following Year

(1) Investment policy

Based on factors, such as business needs and the Company's future strategic development, relevant units
provide professional information, and the Finance and Administration Department compiles the information and
puts forward suggestions to the managers in charge; investment proposals are thus made. The investee's past
performance, future prospects, market conditions, and operating conditions will be assessed as a reference for
investment decision-making.
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(2) Main causes for profits or losses for the most recent year and improvement plans
December 31, 2020 / Unit: NT$1,000

Amount of profit (loss)
recognized in 2020
(Note 1)

Reason for Improvement
profit or loss plan

Description

Primax Industries (Cayman Holding) Ltd.

77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777
77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

Polaris Electronics Inc. 7,207 " Normal operation ! -
‘Primax Electronics (Singapore) Pte. Ltd. P (114387 |Normal operation|
‘Primax Electronics (Thailand) Co, Ltd. P (105889  |Normal operation|
Tymphany Worldwide Enterprises Ltd. . 55243 Normaloperation: - -
Tymphany WK Ld. 299510 :Normal operation| - -
TYP Enterprises, Inc. T 2022 Normaloperation| - I
Tymphany Logistics, Inc. i 406 | Normaloperation: - -

77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

———
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'

-+
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'
'

Beijing Destiny Electronic Technology Co., Ltd. 3,067 ' Normal operation ! -
‘Primax Electronics. (Kun Shan) Corp, Ltd. | (18813)  :Normaloperation| - -
‘Primax Electronics (Chong Qing) Corp, Ltd. 158604  |Normaloperation| -
‘Tymphany Acoustic Technology (Huizhou) Co,, Ltd. T 136393 | Normal operation| - I
‘Dongguan Tymphany Acoustic Technology Co,, Ltd. P 181934 | Normal operation: - -
‘Dongguan Dongcheng Tymphany Acoustic Technology Co, Ltd. | (3943)  Normaloperation| - N
‘Tymphany Acoustic Technology HK Ltd. P 371365  |Normaloperation| - -
‘Tymphany Acoustic Technology (UK) Limited T 2500  :Normaloperation| - I
‘Tymphany Acoustic Technology Europe, sro. 1 27444 Normaloperation! - -
‘Tymphany Acoustic Technology Limited o 48320 |Normaloperation! I

Normal operation ! -

77777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

ALT International Co. Ltd (Cayman) (84,179) ' Normal operation -

Note: The amounts listed in the financial report for 2020 have been audited and certified by CPAs.

(3) Investment plans for the coming year: None.

6. Risk Analysis and Evaluation

and equipment from overseas suppliers are also
denominated in US dollars, resulting in a mutually
. . offsetting effect, and thus providing natural hedging
rate_fluctyatmns and changes in against exchange rate fluctuations. The Group's net
the inflation rate, and response foreign exchange gain for the 2020 was NT$474,233
measures to be taken in the future thousand, accounting for 0.69% of net operating
income. Therefore, the overall foreign exchange
factor did not pose a risk to profitability. However, in
order to respond to the risks arising from exchange
rate fluctuations to the Company's profit and loss,
in addition to spot and forward foreign exchange

(1) Effect upon the Company's profit
(loss) of interest and exchange

1. Exchange rate fluctuations

The Group's revenue business is mainly based
on export, and the products for export are mainly
quoted in US dollars, and the transactions conducted
with overseas suppliers and the purchase of machinery
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transactions adopted as a hedge against foreign
exchange risks at appropriate times, it will continue
to monitor market exchange rate fluctuations and the
Company's internal foreign exchange positions in the
future while maintaining foreign currency assets and
balance of liabilities to avoid the risk of exchange rate
fluctuations and reduce the impact of exchange rate
fluctuations on the Company's profit and loss.

2. Interest rate fluctuations

The Group's interest expense for 2020 accounted
for 0.26% of the operating revenue of the year,
indicating that the interest expense did not have a
significant impact on the Group's profit and loss. In
addition, the Company regularly assesses the bank
borrowing rate and maintains a good relationship with
banks to obtain a more favorable interest rate so as to
reduce the interest expense.

3. Inflation

According to the Consumer Price Index for
December of 2020 published by the Directorate-
General of Budget, Accounting and Statistics, Executive
Yuan, the annual growth rate increased by 0.06%,
and the annual growth rate of the wholesale price
index fell by 5.10%, indicating that inflation did not
rise significantly and had no significant impact on the
Group's profit and loss for 2020. The Group always pays
attention to fluctuations in market prices, and adjusts
the sales prices as well as raw materials and inventory
levels appropriately, and no significant impact has been
caused due to inflation.

(2) The Company's policy regarding
high-risk investments, highly
leveraged investments, loans to other
parties, endorsements, guarantees,
and derivatives transactions; the
main reasons for the profit/loss
generated thereby; and response
measures to be taken in the future

1. High-risk investments and highly leveraged
investments
The Company focuses on the management of its
main business activities, and has not invested in high-
risk industries, nor has it engaged in highly leveraged
investments.

2. Engagement in loans to other parties, endorsements,
guarantees, and derivatives transactions

In the most recent year and as of the publication
of this annual report, the Company had only provided
loans, endorsements, and guarantees to the parent
company or subsidiaries, in which the Company held
100% of equity, for the purpose of business dealings.
The Company's loans to other parties, endorsements,
and guarantees are handled in accordance with the
policies and response measures stipulated in its
Procedures for Loaning of Funds and the Procedures
for Making of Endorsement/Guarantee. The relevant
operations are executed with the risk situation and

relevant regulations considered.

3. Engagement in derivative transactions

When the Company engages in derivative
transactions, it always conducts careful evaluation. Any
derivative transaction is aimed at helping to improve
business performance and reducing the Company's
operating and financial risks. The transactions are
processed in accordance with its Regulations Governing
Acquisition or Disposal of Assets and the scope of
authorization.

(3) Future R&D plans and estimated
R&D expenses

1. Future R&D plans

The main products currently developed by the
Group are PC peripherals, mobile camera modules,
business equipment, and smart home products. The
future development plan will continue to focus on
the cooperation with international manufacturers and
strategic collaboration with startups, to further develop
e-sports mouses, keyboards, and keyboard modules,
multi-color keyboard backlight modules, dual-lens
mobile phone camera modules, 3D sensing modules,
computer built-in camera modules, biometrics
modules, relevant bluetooth and connected smart
speaker system products, relevant bluetooth and
wireless headphone products, multifunction printer
scanning modules, inkjet and laser multifunction
printers, automotive electronics, self-media audio and
video devices, security surveillance systems, automated
production lines, artificial intelligence appliances, smart
health, and smart home technology products. All of this
aims to further enhance the Group's R&D capabilities
and increase the market share of its products while
making the Group's products more international and
competitive.

2. Estimated R&D expenses

The amounts of R&D expenses estimated by
the Group are budgeted step by step according to
the development progress of each new product and
technology as well as the future operating conditions
to maintain a certain growth rate to ensure the Group's
competitive advantages. It is estimated that R&D
expenses will be around NT$2.8 billion in 2021.

(4) The impacts of changes of the
important domestic and foreign
policies and laws on the Company's
finance and business, and response
measures thereof:

The Group operates in accordance with the
relevant laws and regulations of the domestic and
foreign countries where investments are made, and
the relevant personnel also pay attention to the
changes of the laws and regulations at any time for the
management to stay informed. Therefore, important
changes in domestic and foreign policies and laws can
be updated immediately and responded to effectively
by the Group.

(5) Impact of changes in technology and
industry on the Company's financial
operations, and response measures
thereof:

In response to the rapid changes in advanced
technology, PRIMAX continues to invest in R&D
resources to keep abreast of, collect, and analyze
changes in the market and technology in specific areas
of PC peripherals, mobile camera modules, business
equipment, and smart home products, to reduce the
impact of technological changes while strengthening
the R&D of high value-added and high-profit products,
so that the Company's products are more diversified
and stable, and the sources of profit can be ensured.
With outstanding process technologies, PRIMAX
continues to expand the strategic alliance system with
its existing customers in depth and widthfrom product
design, mass production, logistics support, distribution,
and after-sales service, so as to strengthen the long-
term coexistence and the reciprocal relationship. So far,
technological and industrial changes have not had a
significant impact on PRIMAX's financial operations.

(6) Impact of changes of corporate image
on the Company's crisis management
and response measures:

PRIMAX attaches great importance to image
maintenance and is one of the world's leading suppliers
of PC peripherals, mobile device components, business
devices, and smart home products. With a complete
talent cultivation and training program, along with
employee-oriented and people-centered management,
PRIMAX has attracted more excellent talents and
technologies to the Company, building up the strength
of the management team. Then, the Company gives
the business achievements back to the shareholders
and fulfills its social responsibilities while committed
to energy conservation and carbon reduction to
improve the environment and actively devoted to
social welfare events and activities so as to achieve the
goal of sustainable business operation. PRIMAX has a
dedicated team in charge of prevention, management,
and contingency measures related to corporate image.
In the most recent year and as of the publication date
of this annual report, no incidents had affected the
corporate image.

(7) Expected benefits and possible
risks associated with mergers and
acquisitions, and response measures
thereof: None

(8) Expected benefits, possible risks
associated with plant expansion,
and response measures thereof:

The Company's plant construction plan in Thailand
is on schedule and is expected to be completed in
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the fourth quarter of 2021. After completion, it will
help increase the Company's production capacity and
revenue.

(9) The risks arising from the concentration
of purchases or sales, and response
measures thereof:

1. The risks arising from the concentration of
purchases, and response measures thereof
In addition to the purchase of finished products,
PRIMAX maintains at least two qualified suppliers for
other goods to be purchased, to maintain the flexibility
of purchases, ensure uninterrupted supply of goods,
and maintain the advantage of bargaining to achieve
the goal of cost reduction. In summary, PRIMAX should
not yet have the risk of concentration of purchases or
interruption of supply.

2. The risks arising from the concentration of sales,
and response measures thereof

The Group's main customers are mainly
internationally renowned high-tech companies
from diverse fields with high stability. In addition
to maintaining a good relationship with existing
customers, the Group has actively developed new
products with a view to expanding the market and
customer sources in other business sectors, while
striving to diversify customers and minimize the risk
of sales concentration. In the past two years, the
proportion of customers whose orders accounted more
than 10% of the Group's annual revenue individually
has also declined.

(10) The impacts and risks arising
from a major quantity of shares
belonging to directors, supervisors,
or shareholders holding greater
than a 10 percent stake in the
company is transferred or changes
hands and the response measures:
None.

(11) The impact on the Company, and
risk due to changes in managerial
authority, and the response
measures: None.

(12) Risks associated with litigations
or non-litigations

1. Confirmed judgment, ongoing litigation, and non-
litigation or administrative disputes in the most
recent years and as of the publication date of
this annual report, the result of which may have
a significant impact on shareholders’ equity or
securities prices, shall be disclosed. Disclosure
includes disputed facts, monetary amount involved,
litigation starting date, the main parties involved,
and present status:
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A. Case 1

In response to Lens Technology's failure to perform
the purchase order placed between February and
May 2017, causing a loss on the material cost to the
Company, so it filed a lawsuit to the People's Court
of Changsha Municipality, Hunan, for compensation
of CNY$10,887 thousand. The case has been
rejected by the court. The Company has now
appealed to the Higher People's Court of Hunan
Province for trial. The final outcome of this case
will depend on future litigation procedures, but it
will not have a material impact on the Company's
operations.

2. Confirmed judgment, ongoing litigation, non-
litigation, or administrative disputes involving
the Company’s Director, Supervisor, President,
responsible person, and shareholders who hold
more than 10% of the Company's shares in the
most recent year and as of the publication date of
this annual report, the results of which may have
a significant impact on shareholders’ equity or
securities prices: None.

(13) Other important risks and response
measures: information security risk
management policies, organizational
structure, and specific plans.

A.Information security management policies,
organizational structure, and specific plans:

1. Information security management policies, objectives,
and relevant procedures and documents:

The Company has established an information
security management system since 2017, formulated
information security policies and relevant fourth-stage
document management, adopted the PDCA method
to continuously improve the overall information
security environment, and established measurable
information security objectives, to review and evaluate
how the objectives are reached on a regular basis. In

addition, in order to improve the security of application
systems and reduce risks, PRIMAX regularly performs
scans of system equipment for vulnerability every
year and repairs mid- and high-risk vulnerabilities,
and have introduced privileged account management
on the user's end, DLP tools, and MFA two-factor
authentication mechanisms, to reduce the occurrence
of abnormal events related to confidential or sensitive
data, while continuing to perform business email
compromise (BEC) analysis and security information
and event management (SIEM) to monitor logs, in order
to monitor abnormalities in real time and continue
to strengthen the information security management
mechanism.

2. Information security policy:

In order to enhance group security management,
the Group's Security Department was established in
July 2014, and the "information security task force"
was set up under the department to regulate the
authorities and responsibilities of the information
security management personnel, coordinate affairs, and
implement information security management matters,
to ensure effective and continuous implementation
of information security management regulations. The
Group organizes information security education and
training twice a year and annual social engineering
drills, while increasing employees' awareness of
information security protection and the latest news
through e-mail, instant messaging, and digital TV, to
strengthen the information security awareness of the
Group's employees. The following is the organizational
structure of the Group's security-related departments.

3. Information security risk assessment:

The Company inspects information assets and
updates the record book of the assets. In addition, the
information assets are assessed annually to identify
relevant risks, to control high-risk items and reduce the
possibility of the occurrence of risks and the resulting
impact, while ensuring the Company's long-term
information security.

4. Internal audit of information security:
The information security task force formulates

Head of

Corporate Security

|
| | |
Physical Security Cybersecurity People Security

Information security task force is in charge of:

= Security governance and policy

= Security risk supervision and management

= Maintenance and operation of information security management system
= Confirmation of the effectiveness of security implementation

assessment items based on the characteristics of
risks, conducts self-assessment and verification
of information security annually, and submits the
assessment results and supporting documents to the
Audit Department for verification. The Company's Audit
Department implements a cycle audit of information
every six months, of which information security is
a necessary audit item, and all the audit results are
reported to the Audit Committee and the Board of
Directors on May 7,2020 and November 6,2020 at least
once a year.

5. ISO/IEC 27001: 2013 information security management
system certification and the internet information
security insurance:

The Company's information security management
system has been certified by British Standards
Institution (BSI) in January 2018, and the Company
passed the re-verification by BSI in January 2021,
effectively meeting all requirements of the international
standards of ISO/IEC 27001: 2013. In addition, it has
purchased the internet information security insurance
since June 2018, with the insurance amount of US$10
million; once an information security incident occurs,
the Company can receive damage compensation.

B. Management plan for intellectual property rights

In order to align with advanced technology
tendency and protect technical achievement, we
continuously engross sufficient resources in R&D and
analysis for the variation of marketing and technology in
relation to our products. We also formulate intellectual
property policy which integrates the operation goal
and R&D resources so as to reinforce the advantage in
competition.

1. Management of patent

For the purpose of protection of technical
achievement and leading position, we not only
constantly encourage our staff to file application for
utility patent via the corporate innovation award, but
also establish the patent management policy and risk
control mechanism. In addition, the quantity and quality
for patent application has been managed by means of
Al analysis through the entertainment patent system.
We contact and cooperate with the patent competent
authority closely to raise efficiency of patent examination
and acquire the high-level patent protection. We also
take efficient actions to reduce patent risk.

2. Protection of trade secret

Trade secret is the technological and business
operation core of the Company. The regulations with
regard to trade secret have been stipulated in Employee
Handbook and Employee Contract. We also provide
our staff with the training courses to disseminate the
importance and protection measures of trade secret.
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B-1 Operation

1. The report of the implementation of intellectual
property events has been submitted to the Board of
Directors on November 6, 2020.

2. We have carried out the management of intellectual
property rights since 1990, the details are listed as
follows :

a. Application of patent
Primax group has filed more than 6613 patent
applications in countries since 1990.

b. Process management
(1) In 1990: We formulated and promulgated Regulation
of Patent Application.

(2) In 2002: Regulation of Risk Management and Patent
Usage was put into force.

(3) In 2004: The Enterprise Patent System (EPS) was
introduced.

C. Activation of Property
To realize Patent Monetization, we sold almost
900 patents in 2006.

d. Risk Control

To reduce the patent risk during the period
of product development, we have carried out the
management of patent search archive since 2012.

e. Management of trade secret

The regulations of trade secret which have been
stipulated in Employee Handbook and Employee
Contract are listed below :

(1) It's staff's duty to maintain secrecy pertaining to his
work and the company's business.

(2) Staff shall not disclose, inform, provide or transfer
such Confidential Information to third party, or
announce to public or make use for third party of
such Confidential Information during and after the
termination of employment period. We are eligible
to request the staff who breaches the foregoing to
compensate the damages incurred by the Company
and the said staff will be punished by Section
317 of Criminal Code of the Republic of China on
account of offense of disclosing trade secret knew
or possessed because of occupation.

(3) Staff shall not disclose or use the trade secret

owned by his former employer.

=

B-2 Performance

Primax group has filed more than 6613 patent
applications in countries since 1990. As of the end of
2020, Primax group obtains 6613 patents in countries
by way of filing applications and purchasing patents,
683 patents of Primax Electronics Ltd. have been
approved while 512 patents are pending in countries.

7. Other Important Matters: None.
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1. Information on Affiliated Companies

(1) Consolidated business report of affiliated companies

A. Overview of affiliated companies

(a) Organizational chart of affiliated companies (December 31, 2020)

Primax Electronics Ltd.

(Tw)

Destiny Technology Primax Industries Diamond (Cayman) Primax AE (Cayman)

Holding Co. Ltd. (Cayman Holding) Ltd. Holdings Ltd. Holdings Ltd.
(Cayman) (Cayman)

(BVI) (Cayman)

Primax Technology
(Cayman Holding) Ltd.
(Cayman)

Primax Destiny Co., Ltd.
(Japan)

Primax Electronics
Gratus Technology Corp. (Singapore) Pte. Ltd.

(us) (56)

99.9999%

Beijing Destiny Electronic
Technology Co., Ltd.

Primax Industries
(Hong Kong) Ltd.

Polaris Tymphany Worldwide

Elecltr:gnics Enterprises Ltd.

Primax Electronics
(Thailand) Co., Ltd.

(PRC) (HK) Us)

32.84%

67.16% Dongguan Primax Electronic
&. Telecommunication
Products Ltd. (PRC)

(Cayman) (TH)

71.4321%

Tymphany Acoustic
Technology (Huizhou)
Co., Ltd. (PRC)

Primax Electronics
(ChongQing) Corp., Ltd.

(PRC)

Primax Electronics
(KunShan) Corp., Ltd.
(PRC)

Tymphany Acoustic
Technology HK Ltd.
(HK)

99.9998%

Tymphany Acoustic
Technology (Thailand)
Co. Ltd
(TH)

Tymphany Acoustic
Technology Europe, s.r.o.

(€2)

Tymphany Acoustic
Technology (UK) Limited.

(UK)

TYP Enterprises, Inc.
(US)

Tymphany Acoustic
Technology Limited Tymphany HK Ltd.

(TW) (HK)

Tymphany Logistics, Inc.
(Us)

Dongguan Tymphany
Acoustic Technology Co. Ltd.
(PRC)

Dongguan Dongcheng
Tymphany Acoustic
Technology Co., Ltd. (PRC)
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B. Basic Information about affiliated companies

Unit: NT$1,000 / December 31, 2020

Name R Address el Main business or products
|ncorporat|on capital

Dongguan Primax
Electronic &

‘ LIUWU Road Section, Sanheng Road,

Manufacturmg and sale of

1 computer peripherals, mobile
+ device components, and business

+ devices

Production of computer peripheral
' products

i Production of computer peripheral
i products

' R&D of computer peripherals and
' business devices

Market development of and

. customer service for computer
» peripherals, mobile device

' components, and business devices

' Sale and purchase of computer
» peripherals, mobile device
' components, and business devices

i Holding company and customer
| service

Market development of and
i customer service for speakers and
i their components

Holding company and market

i development of various speaker
raccessories, speakers and their

' components, as well as customer
' service

' R&D, design, and sales of various
' speaker accessories, speakers, and
' their components

1 Sales of various acoustic

— 1995.12.21 | Xincheng District, Shijie Town, Dongguan 1,948,353 |
Telecommunication ' Cit
Products Ltd. Y
Primax Electronics No. 2688 Tongxin Road, Yushan Town,
(KunShan) Corp., Ltd. CAULERIEL i Kunshan City SR
Primax Electronics 3No 2669 Xinglong Avenue, Yongchuan
(ChongQing) Corp., 2011.0223 | >4 grong » rong 833,752
Ltd. District, Chongqging
Beijing Destiny Room 201-202, 2nd Floor, No. 10 ‘
Electronic Technology 1994.03.24 | Caihefang Road, Zhongguancun, Haidian | 38,596
Co., Ltd.  District, Beijing :
1 2nd Fl, Yamashita Bldg., 1-23- ;
Primax Destiny Co. Ltd 1995.07.28 |2, Hamamatsucho, Minato-ku, i 6,908 !
1 Tokyo105-0013 Japan !
Falbie Ahgiaey e | (CeEeann | ool Rl ST RINES Cae o o
195035 ‘
Primax Industries Rm.1520-21, 15/F., Block A, Hi-Tech
(Hong Kong) Ltd 1989.05.19 :Industrial Centre, 5-21 Pak Tin Par Street, | 2 216,679 |
9 9 ’ : Tsuen Wan,N.T.,, Hong Kong.
Primax Technolo 2nd Floor, Midtown Plaza, Elgin Avenue, ;
09y .+ 1997.10.08 : George Town, Grand Cayman KY1-1106, 812,668
(Cayman Holding) Ltd. v
: : Cayman Islands.
. . 2F,Zephyr House,Mary St.PO.Box
Fcr;m:"xai]nf'l;slgilss) Ld, | 1996.10.24 1709,George Town, Grand Cayman, 2,322,728
y 9 o : Cayman Islands,British West Indies.
Destiny Technology Sealight House, Tortola, British Virgin
Holding Co., Ltd. 200101112 i Islands 29,933
| P.O. Box 32052, The Grand Pavilion
Diamond (Cayman) 2013.10.8 i Commercial Centre, Oleander Way, 802
Holdings Ltd. : ' West Bay Road, Grand Cayman, KY1- 3,678,957
1 1208 Cayman Islands.
Tymphany Worldwide P.O. Box 309, Ugland House, Grand
Enterprises Ltd. ORI i Cayman, KY1-1104 Cayman Islands. 22210
1 Thorndale Drive, Suite 200, San Rafael,
TYP Enterprises, Inc 2014.01.06 | CA 94903, USA 14
Room 1307-8 Dominion Centre, 43-59
Tymphany HK Ltd 1995.05.11 Gveene Rere) B, Wandia) Hong Kong 530,990
Tymphany Acoustic Industil Park Huaguo Vilage X
Technology (Huizhou) | 2004.08.09 ark, nuaguo vitage, A 1,782,899
+ Town, Huiyang District, Huizhou City,
Co., Ltd. 1 :
: Guangdong Province
Tymphany Logistics, 2015.04.29 1 Thorndale Drive, Suite 200, San Rafael, 5702

Inc.
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Name DES @ Address FEle Main business or products
|ncorporat|on capital

Dongguan Tymphany
Acoustic Technology
Co., Ltd.

Dongguan Dongcheng

Tymphany Acoustic
Technology Co., Ltd.

Tymphany Acoustic
Technology HK Ltd.

Tymphany Acoustic
Technology (UK)
Limited

Tymphany Acoustic
Technology Europe,
s.r.o.

Tymphany Acoustic
Technology Limited

Gratus Technology
Corp.

Primax AE (Cayman)
Holdings Ltd.

Primax Electronics
(Singapore) Pte. Ltd.

2015.09.06

§X|ncheng District, Shijie Town, Dongguan

LIUWU Road Section, Sanheng Road,
142,540

+ City

RM 803 Tung Hip Comm Bldg 248 Des
+ Voeux Rd Central, Hong Kong

i Derw, Lime Tree Court, Cardiff Gate
1 Business Park, Cardiff, United Kingdom,

1 No.27, Dayuan Road, Zhangcun,
: Dongcheng District, Dongguan City '

 CF23 8AB

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

' Manufacturing, installation, and
» maintenance of various speaker
raccessories and their components

1 R&D and design of various speaker
raccessories as well as speakers and
i their components

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

Market development and customer
1 service for computer peripherals,

' mobile device components, and

i business devices

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

| The Grand Pavilion Commercial Centre,

' Primyslovy park 305, 742 21 Kopfivnice-
1 VI€ovice, Czech Republic

1 10th Floor, No. 19-2, 19-3, Sanchong Rd., |
' Nangang District, Taipei City :

890 Hillview Court, Suite 270 Milpitas, CA |
195035 :

| Oleander Way, 802 West Bay Road, P.O.
1 Box 32052, Grand Cayman KY1-1208,

» Cayman Island

------------------------------------------------------------------------------------------------------------------------------------------

161 KAKI BUKIT AVENUE 1#04-38 SHUN L'
| INDUSTRIAL PARK SINGAPORE(417943)

R&D design, and sales of various

Espeaker accessories, speakers, and
' their components

------------------------------------------------------------------------------------------------------------------------------------------

R&D, design, and sales of various

1 speaker accessories, speakers, and

 their components

------------------------------------------------------------------------------------------------------------------------------------------

R&D, design, and sales of various
1 speaker accessories, speakers
rand their components, as well as
+holding business

------------------------------------------------------------------------------------------------------------------------------------------

C/O Broomfield & Alexander Ltd Ty

' R&D and design of various speaker
raccessories as well as speakers and
' their components

 Manufacturing and sale of
» computer peripherals, and business
1 devices

 Manufacturing and sales of various
racoustic accessories, speakers, and
' their components

Primax Electronics
(Thailand) Co., Ltd.

Tymphany Acoustic
Technology (Thailand)
Co., Ltd.

2019.10.08

' No. 500/146-150 Moo 3, Tambol Tasith,
' Amphur Pluak Daeng, Rayong Province

1300/86-89 M.1 Tasit Sub-District
! PluaekDaeng District Rayong 21140

441,146

C. Those who are determined to have the controlling and subordinate
Article 369-3 of the Company Act: None.

relation in accordance with

D.Industries and the division of labor in the overall business of the affiliated companies:

The business operated by the affiliated companies of the Group are mainly the design, manufacturing,
processing, and sales of computer peripherals and non-computer peripherals. Overall, the division of labor between
the affiliated companies is based on mutual support of technology, production capacity, marketing, and services to
create the maximum synergy.
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E. Information on directors, supervisors, and managerial officers

December 31, 2020

Dongguan Primax Electronic &
Telecommunication Products Ltd.

Primax Electronics. (Kun Shan) Corp., Ltd.

Chairman

General Manager

' Primax Industries (Hong Kong) Ltd. &
' Primax Technology (Cayman Holding) Ltd.
' Representatlve Liang, Li-Sheng

: Primax Industries (Hong Kong) Ltd. &
' Primax Technology (Cayman Holding) Ltd.
'Representatlve Fan, Kang-Yang

' Primax Industries (Hong Kong) Ltd. &
' Primax Technology (Cayman Holding) Ltd.
' Representatlve Chang, Chen-Te

: Primax Industries (Hong Kong) Ltd. &
' Primax Technology (Cayman Holding) Ltd.
' Representative: Hsiao, Ying-Yi

---------------------------------------------------------------------------------------

' Chang, Chen-Te

b m m e e e e e e e e e e e g e e e e

Chairman

' Primax Industries (Hong Kong) Ltd.
Representatlve Liang, Li-Sheng

' Primax Industries (Hong Kong) Ltd.
' Representative: Chang, Chen-Te

»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»

! Primax Industries (Hong Kong) Ltd.
Representatwe Wang, Yao-Wei

' Primax Industries (Hong Kong) Ltd.
Representatlve Hsiao, Ying-Yi

___________________________________________________________________________________________________________________________________________

Primax Electronics (Chong Qing) Corp., Ltd.

Beijing Destiny Electronic Technology Co., Ltd.

! Primax Industries (Hong Kong) Ltd.
' Representative: Liang, Li-Sheng

---------------------------------------------------------------------------------------

! Primax Industries (Hong Kong) Ltd.
' Representative: Chang, Chen-Te

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

' Primax Industries (Hong Kong) Ltd.
' Representative: Fan, Kang-Yang

---------------------------------------------------------------------------------------

General Manager

' Primax Industries (Hong Kong) Ltd.
' Representative: Hsiao, Ying-Yi

---------------------------------------------------------------------------------------

i Chang, Chen-Te

S

Destlny Technology Holding Co., Ltd.

Staigay Representatlve Liang, Li-Sheng
Blsas RDSS?Q!eIf;?CS Hehoing
o e
T T s weraosn
© Directors iliang, Li-sheng
. Directors |Hsiao,vinvi
""""" Supenvisor  iChou Yen-Chou
~ Directors iliang, Li-sheng
 Directors ikuo, You-Min
 Directors iliang, LiSheng
~ Directors {Pan Yung-Chung
" Directors iliang, Li-Sheng
" Directors {Pan Yung-Chung
~ Directors iWsao, Yinvi
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Directors
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Name or representative

' Liang, Li-Sheng

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

___________________________________________________________________________________________________________________________________________

! Primax Electronics Ltd.
Representatlve Liang, Li-Sheng * Hsiao, Yin-Yi

: Diamond (Cayman) Holdings Ltd.
' Representative: Liang, Li-Sheng * Pan, Yung-Chung *
'Pan Yung-Tai ~ Hsiao, Yin-Yi

___________________________________________________________________________________________________________________________________________

Tymphany Acoustic Technology (Huizhou) Co.,
Ltd.

i Independent Directors |

________________________

________________________

________________________

_______________________________________________________________

Liang, Li-Sheng * Pan, Yung-Chung * Pan, Yung-Tai *
' Wu, Chang-I ~ Edward Townsend Boyd + Liu, Xiao-Tong

_______________________________________________________________

_______________________________________________________________

Tu, Chia-Pin ~ Yu,Hung-Tin * Tiao, Wei-Jen and
' Lin, Yu-Chun

___________________________________________________________________________________________________________________________________________

Dongguan Tymphany Acoustic Technology Co.,

Ltd.

Dongguan Dongcheng Tymphany Acoustic
Technology Co., Ltd.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

_______________________________________________________________

' Pavel Merhout

___, ___________________________________________________________

' Philip Scott Mcphee

' Liang, Li-Sheng ~ Pan, Yung-Tai * Pan, Yung-Chung

|
'
) 1 (1 1 ) ) 1 ) ) 1 ) ) ) 1 2 2 ) 1
'

'H5|ao Yin-Yi

___________________________________________________________________________________________________________________________________________

! Primax Electronics Ltd.
Representatlve Liang, Li-Sheng * Hsiao, Yin-Yi

,L|ang, Li-Sheng * Pan, Yung-Tai ~ Pan, Yung-Chung and
" Hsu, Jau Nan

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Mr. Liang, Li-Sheng * Mr. Pan, Yung-Tai *
' Mr. Pan, Yuan-Chung ~ Mr. Yang, Chang-Lung

___________________________________________________________________________________________________________________________________________

Tymphany Acoustic Technology (Thailand) Co.,

Ltd. (Note 2)

Directors
' Executive Director
! General Manager
Supervisor
Executive Director
! General Manager
Supervisor
Directors
Directors
Directors
Directors
Directors
Supervisor
Directors
Directors
Directors
Directors
Directors

! Mr. Liang, Li-Sheng * Mr. Pan, Yung-Tai *
' Mr. Pan, Yuan-Chung * Mr. Yang, Chang-Lung

Note 1: The directors of the company in Singapore have no designated term. At least one-third of the directors need to be dismissed at the annual
general meeting (the general shareholders' meeting in Taiwan), but new directions shall be elected immediately.

Note 2:The directors of the company in Thailand have no designated term. At least one-third of the directors need to be dismissed at the annual general
meeting (the general shareholders' meeting in Taiwan), but new directions shall be elected immediately.
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F. Operational highlight of affiliated companies
Unit: NT$1,000 / December 31, 2020

Total Total Net Operating Profit (loss)

assets liabilities | value revenue

EPS (NTD)

Name Capital (after tax)

for the year
(after tax)

Dongguan Primax Electronic & 4 548 3531 14790,190 | 8,657,977 16,132,213 26705819 422,735 320,684 -

Telecommunication Products Ltd. |
Primax Electronics. (KunShan) 853,119 1993,602| 1,185661| 807,941 2234257| 36,592 (18,813) -
Corp., Ltd.
ng;a"i'fc”"”'cs (ChongQing) 1 g337551 5,196,769 36647001 1,532,069 9,520543| 248,158! 158,604 ;
EClie [Py 3 e elie 38,596 64,4831 67,4831 (3,000)! 102,029 5,531 3,067 -
Technology Co., Ltd.
Primax Destiny Co.Ltd. 6,908 21,228 3,031 18,197 10,046 478 361 722.77
Polaris Electronics, Inc. 456131 1,290,420 906480 383940 3,437,497 9,402 7,207 450
Gratus Technology Corp. 8,552 14,492 2,163 12,329 23,945 1,355 1,125 3.75
Prmax Industries (HongKong) 15 516679 6514,316! 144666499850, 107001  (1416)) 356963 0.59
Primax Technology (Cayman 812,668 2,512,121 012,512,121 0 (181) 108,648 038
Holding) Ltd. '
Primax Industries (Cayman E :

; 12,322,728 6,513,567 4,854 6,508,713 0 (223) 356,383 0.04
Holding) Ltd. : '
Destiny Technology Holding Co., & 59933 (5 996) 0l (2,99) 0 0 3,067 292
Diamond (Cayman) Holding Ltd. | 3,678,957 5,577,659 015,577,659 0 (224) 54,514 042
Primax AE (Cayman) Holdings Ltd. 1,374,086 596,460 : 0! 596,460 0 (303)!  (364,325): (7.56)
mﬂ phany Worldwide Enterprises 119225101 4026069 2,464 4,023,605 0/  (4636)! 129,052 067
Primax Electronics (Singapore) 573,011: 497,300 37,443 459857 0 @®1)!  (105,955) (5.27)

Pte. Ltd.

---------------------------------------------------------------------------------------------------------------------------------------------

Primax Electronics (Thailand) Co. + 56q550! 1050210! 593319] 456891 667,160  (116688) (105889)  (176.48)

Ltd.

Tymphany Acoustic Technology i 3 f : : : f

(Trotanc) Co Lt 4411461 8430761 415190 427,886 555462] (19234)]  (17,206)] (3.70)
Tymphany HK Ltd. 530,990 9,572,026 8,212,961 1,359,065 25,150,895! 204,156 299,510 2.07
Tymphany Acoustic Technology 1 7a5 599 5013331 2430634 | 5,582,697 6605047 (152,718) 190,941 033
(Huizhou) Co., Ltd. ! !

Tymphany Logistics. Inc. 57021 343617 333,933 9,684 3,754,577 642 406 2.03
TYP Enterprises, Inc. 14 68,815 53035 15780 114,117 5,383 20221 404391
DS A AT 142,540 8551,451! 7,796,471 754,980 15,083,783 (142,203) 65,040 -
Technology Co., Ltd. 0

Dongguan Dongcheng Tymphany . g7 385 1290139 1,078962| 211,177 2,693,173 230 (5,520) -

Acoustic Technology Co., Ltd.

112
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. Total Total Net Operating | Operating Rl EPS (NTD)
Name Capital L . for the year
assets liabilities | value revenue income (after tax)
(after tax)

Tymphany Acoustic Technology

Limited

i 11,529,310} 3,556,363 1,153,61112,402,752} 2,327,035! 22,132} 371,365 0.89
Tymphany Acoustic Technology 455351 37839! 14644 23195!  51,975.  (666) 2,500 6.25
(UK) Limited ; ; ; : : :

Tymphany Acoustic Technology & 5495111 1379474! 783968| 595506  1,756,119: 41907 27,444 0.15
Europe,s.r.o. 0 0 0 : 0 : '

Tymphany Acoustic Technology 50,0000 377470 259,115' 118355 986,557 29,204 48320 9.66

(2) Consolidated financial statements of affiliated companies:
A. Consolidated financial statements of affiliated companies: Please refer to 8. Financial Overview of the 2020
consolidated financial report and Note A audited and certified by CPAs.

B. CPA's audit report on the consolidated financial statements of affiliated companies: Please refer to 8. Financial
Overview of the 2020 consolidated financial report and Note A audited and certified by CPAs.

(3) Affiliation report: Not applicable.

2. Private Offering of Securities for the Most Recent Year up to
the Publication Date of the Annual Report: None.

3. Holding or Disposal of Shares of the Company by the Company's
Subsidiaries During the Most Recent Fiscal Year or During the
Current Fiscal Year up to the Date of Publication of this Annual
Report: None.

4. Other Necessary Supplements: None.

5. Any Event which has a Material Impact on Shareholders' Rights
and Interests or the Company'’s Securities Price, as Prescribed in
Article 36, Paragraph 3, Subparagraph 2 of the Securities and
Exchange Act, that Have Occurred in the Most Recent Fiscal
Year up to the Publication Date of this Annual Report: None.
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1. Condensed Balance Sheets and Statements of
Comprehensive Income for the Most Recent Five Years

(1) Condensed Consolidated Balance Sheet-Based on IFRS

Current assets

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

Current
liabilities | After distribution

------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

Equity attributable to owners of the
parent company

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

Retained
earnings After distribution

------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

After distribution

11,132,572 |

29,141,420

11,551,734 |

31,472,160

13,897,777 |

Financial information for the last five years (Note:1)

2016 2017 2018 2019 2020

27,799,554 |

------------------------------------------------------------------------------------------------------------------------------------

39,323,212 !

13,426,764 |

Unit: NT$1,000

35,110,091

14,145,717

Note 1: Financial data from 2016 through 2020 have been audited and certified by CPAs.

(2) Condensed Individual Balance Sheet-Based on IFRS

Current assets

Investment accounted for using equity
method

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------

777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777777

Financial information for the last five years (Note:1)

2016 2017 2018 2019 2020

12,403,266 |

16,123,543 |

9,317,894 !

12,698,756

13,258,726 |

Unit: NT$1,000

15,161,997
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Financial information for the last five years (Note:1)

2016 2017 2018 2019 2020

Current ‘Before distribution | 13579780| 10889520 14254636  15168513) 16843558
liabilities  After distribution | 14,691,666 123195881  15326977! 16245389 18198431
Non-current lease liabilities - - - 260,939 174,194
Non-current liabilities 2,504,799 1,854,092 1,805,323 1,854,043 1,593,107
Before distribution 17,265,535 16,084,579 16,059,959 17,283,495 18,610,859
Total liabilities LT TS oATSToTomommomomooes
After distribution 17,196,465 14,173,680 17,132,300 18,360,371 19,965,732
Share capital 4,424,367 4,459,968 | 4,474,523 4,485,808 4,508,983
Capital surplus 791,466 1,232,490 1,377,077 1,483,045 1,567,628
fetned |Beforedstibuton | S665353|  60BTGES| 6525331, 73016 sarosTe
ELEE | After distribution | 4,553,467 | 4,657,617 | 5,452,990 | 6,456,140 | 7,015,999
Other equity interest 118,538 (394,871) (751,110) (1,193,867) (1,159,650)
Treasury stock - - - - -
Before distribution | 10,999,724 11,385,272 11,625,821 12,308,002 13,287,833
Total eqmty T T T
| After distribution 9,887,838 ! 9,955204  10,553480: 112311261 11,932,960

Note : Financial data from 2016 through 2020 have been audited and certified by CPAs.

(3) Condensed Consolidated Statement of Comprehensive Income-Based on IFRS

Unit: NT$1,000

Financial information for the last five years (Note:1)

2020

Operating revenue 64,329, 462 ' 60,741, 692 68,240,939

_________________________________________________________________________________________________________________________________

Gross profit 7,480,007 | 9,431,016  8111,074

----------------------------------------------------------------------------------------------------------------------------------------

Operating profit (loss) 23734710 2,199,905 | 2,762,627 2,299,797

----------------------------------------------------------------------------------------------------------------------------------------

Non-operating income and expenses 390,981 647,675 421,688 151,274 178,640
Net income before tax 2,764,452 2,847,580 2,364,202 2,913,901 2,478,437
Net income from continuing operations 1,986,766 2,168,981 1,913,975 2,262,919 1,944,267
Loss from discontinued operations f 61,896 - - -
Net profit for this period 2,048,662 2,168,981 1,913,975 2,262,919 1,944,267
Other comprehensive income (547,079) (445,910) (327,319) (544,662) (4,663)
Total comprehensive income 1501583 1723071 1,586,656 1718257 1,939,604
Netincome attributable to owners of the 119310701 057415!  1826870]  2,134870| 1,919,265
parent company ; '

Net income attributable to non-controlling 114592 ! 111,566 | 87,105 128,049 ! 25,002
interests ' ' ' ' '

Total comprehensive income (loss) attributable ;4 435 4801 1606886  1,504207] 1644893 1927312
to owners of the parent company . , ! ! !

Total comprehgnsi\{e income(loss) attributable 69103 : 116,185 ' i 82,359 0 73364 i 12292
to non-controlling interests ; ! ! ! !

Earnings per share (Note 2) 4.40 4.67 4.12 4.80 430

Note 1: Financial data from 2016 through 2020 have been audited and certified by CPAs.
Note 2: Basic earnings per share.

2020 Annual Report '

(4) Condensed Individual Statement of Comprehensive Income-Based on IFRS

Unit: NT$1,000

Financial information for the last five years (Note:1)

Operating revenue | 457397831 35023563 33984435 361787331 34,990,027
lGrossprofit . é_ééé_él{ﬁ _______ 22370001 241 551_1_7 _______ 3508999 3,353,886
‘Operating profit (loss) o 1549861 263521 - 468330 1257493 1248364
(e sparming inmsms ol sreemess. 7976631 19524811 16427991 ifzféfeféfzf{j 777777777 974,678
‘Netincome before tax _______ 2347, 5_234_ o 21 %é_ééé_ o 2,11 _1>i_2_9_ o éiéléﬁt _______ 2223042

2‘;;::;2:‘; lier GerTdinCing) 1934070 2057415 . 1826870 2134870 : 1,919,265
‘Loss from discontinued operations | R S B S -
‘Net profit for this peried N 19340701 2057415 1826870, 21348701 1919265
‘Other comprehensive income [ (s01500))  @50529)  (322573)  (489977) 21,626
[Total comprehensiveincomal | _______ i_zié_z_&é_dr _______ i_éb_e_éé_ér _______ i_s_bléé_f _______ 1,644, 53_9_3_T _______ 1,940,891

Earnings per share (Note 2) 1 440! 467! 4121

Note 1: Financial data from 2016 through 2020 have been audited and certified by CPAs.
Note 2: Basic earnings per share

(5) Names of CPAs in the five most recent years and their audit opinions

KPMG Taiwan Huang, Yung-Hua and Yu, Chi-Long Unqualified opinion

2018 KPMG Taiwan Wu, Mei-Pin and Yu, Chi-Long Unqualified opinion
2019 KPMG Taiwan Wu, Mei-Pin and Yu, Chi-Long Unqualified opinion
2020 KPMG Taiwan Wu, Mei-Pin and Yu, Chi-Long ' Unqualified opinion

2. Financial Analysis for the Past Five Fiscal Years
(1) Financial Analysis—Based on IFRS - Consolidated

Financial analysis for the most recent five years
2016 2018 2019 2020

i | ' Debt ratio ! 67.02: 65.63 6532‘ 72.7 67.23
L LT B e e T R RREEEEEEEEED
structure (%) | Ratlg of Long-term funds to property, plant and 30357 33036 31038 265.94 296.03
: equipment ' ' ‘ '

------------------------------------------------------------------------------------------------------------------------------------

' Current ratio

---------------------------------------------------------------------------------------------------------------------

' Quick ratio

Solvency (%)

' Times interest earned ratio

------------------------------------------------------------------------------------------------------------------------------------
________________________________________________________
---------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------

Operating ! Average days of sales

performance ! Payables turnover rate (times)

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------
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Financial analysis for the most recent five years
2016 2017 2018 2019 2020

118

' Return on assets (% ) 5.39 : 5. 86 ! 4, 80 ! 5.03 : 415

'Returnon equity %) i 1628 17201  1360: 1536 1296

Profitability | Ratio of Pre-tax income to paid-in capital %) | 6248 6385,  5284.  6496. 5497
Net profit margin %) 1 3180 3571 2050 2810 285
'Eamnings per share (NTD) | . 4400 467 412] . 480 . 430

- icashflowratio %) 1 995! 14761 686, 1975 1418
Cashflow :Cash flow adequacy ratio (%) . 12808} 13173 107.76:  8502: 8443
|Cash reinvestment ratio %) | 77 1245 1790 22431 1153
~lOperating leverage i 1661 169 1831 1791 197
[T T I e e i R EE il
Financial leverage 1.04 1.02 1.02 1.08 1.08

Explain changes in financial ratios over the most recent two years. (Not required if the difference does not exceed 20%)

1.

N

N

Inventory turnover rate (times) and average days of sales: Since the Lunar New Year in 2021 was later than that in 2020, the Company's
delivery time was postponed to the end of January 2021. Due to the shortage of raw materials in the fourth quarter of 2020, the shipment was
postponed to January 2021.

. Property, plant and equipment turnover Rate (times): Mainly due to a decrease in net sales in 2020.
. Cash flow ratio: Mainly due to a decrease in cash inflow from Notes Receivable and Account Receivables of operating activities in 2020.
. Cash reinvestment ratio: Mainly due to a decrease in cash inflow from notes receivable and accounts receivable from of operating activities in

2020.

(2) Financial analysis—Based on IFRS - Individual Entities

Financial analysis for the most recent five years
2016 2017 2018 2019 2020

structure (%) !

Solvency (%) ! Quick ratio

~ !Debtratio ; 59.39' 5281 58.01 5841 58.34
Flnanaal ,’””””””””””””"’””””””””””””"”’””””j””””””‘””””””‘””””’”’j ”””””””

: Ratio of long-term funds to property, plantand g ¢35 95" 19177481 1459542 1554134' 1492218
' equipment ‘ : : : :

----------------------------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------

imes interest earned ratio

' Account receivable turnover rate (times)

----------------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------

Operating :‘ """"""""""""" ."""'"""""“"""%“""“““T“""“““T“"""““T““""““T """""""

performance | " 3yabi€s turnoverrate tumes) .2 et SO e S S S L S

----------------------------------------------------------------------------------------------------------------------

' Property, plant and equipment turnover rate
' (times)

----------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------------------

Explain changes in financial ratios over the most recent two years. (Not required if the difference does not exceed 20%)

1.
2.

w

Times interest earned ratio: Mainly due to a decrease in interest expenses in 2020.

Inventory turnover rate (times) and average days of sales: Since the Lunar New Year in 2021 was later than that in 2020, the Company's
delivery time was postponed to the end of January 2021. Due to the shortage of raw materials in the fourth quarter of 2020, the shipment was
postponed to January 2021.

. Cash reinvestment ratio: Mainly due to a decrease in cash inflow from operating activities and an increase in long-term investment in 2020.
. Operating leverage: Mainly due to changes in operating revenue, operating cost and operating expenses in 2020.

1.

2020 Annual Report

Financial structure
(1) Debt ratio = Total liabilities / Total assets.

(2) Ratio of Long term funds to property, plant and equipment = (Net shareholders' equity + Long-term
liabilities) / Net property, plant and equipment

Solvency
(1) Current ratio = Current assets / Current liabilities.

(2) Quick ratio = (Current assets — Inventory — Prepayment for expenses) / Current liabilities.

(3) Times interest earned ratio = Net income before tax and interest expense / Interest expense for the current
period.

Operating performance

(1) Account receivable turnover rate (including accounts receivable and notes receivable from operating
activities) = Net sales / Balance of average accounts receivable for each period (including accounts
receivable and notes receivable from operating activities).

(2) Average collection days = 365 / Average collection turnover.
(3) Inventory turnover rate = Cost of sales / Average inventory.

(4) Account payables turnover rate (including accounts payable and notes payable from operating activities) =
Cost of sales / Balance of average accounts payable for each period (including accounts payable and notes
payable from operating activities).

(5) Average days of sales = 365 / Average inventory turnover.

(6) Property, plant and equipment turnover rate = Net sales / Average net property, plant and equipment.

(7) Total assets turnover rate = Net sales / Total average assets.

(8) Average payment days = 365 / Payables turnover.

Profitability
(1) Return on assets = [Profit or loss after tax + Interest expense x (1 — tax rate)] / Average total assets.

(2) Return on equity (ROE) = Profit or loss after tax / Average net shareholders’ equity.
(3) Net profit margin = Profit or loss after tax / Net sales.
(

4) Earnings per share (EPS) = (Net income after tax (NIAT) - Dividend on preferred shares) / Weighted
average of outstanding shares.

Cash flow
(1) Cash flow ratio = Net cash flow of operating activities / Current liabilities.

(2) Net cash flow adequacy ratio = Net cash flow from operating activities in the most recent five years /
(Capital expenditure + Inventory increase + Cash dividends) in the most recent five years.

(3) Cash flow reinvestment ratio = (Net cash flow of operating activities — Cash dividends) / (Gross property,
plant and equipment + Long-term investment + Other assets + Working capital).

Leverage
(1) Operating leverage = (Net Sales — Variable operating costs and expenses) / Operating income.

(2) Financial leverage = Operating income / (Operating income — Interest expense).

119



@ Chapter 8. Financial Review 2020 Annual Report '

3. Audit Committee's Review Report for the 2020 Financial 4
Statements =

Audit Committee’'s Review Report

The Board of Directors has prepared the Company's 2020 Business Report,
Financial Statements, and proposal for distribution of earnings. The CPA firm
of KPMG was retained to audit Primax's Financial Statements and has issued
an audit report relating to the Financial Statements.

The Business Report, Financial Statements, and proposal for distribution
of earnings have been audited and determined by the Audit Committee
of PRIMAX Electronics Limited to be in compliance with the Company Act
and other relevant laws and regulations. We hereby submit this report in
accordance with Article 219 of the Company Act.

Your review is appreciated.

Sincerely,

Shareholders' Meeting of PRIMAX Electronics Ltd.

= {:\1 ‘.Ji--

At
o TR
H_]"\

=D

Convener of the Audit Committee: Ku, Tai-Chao

4 L LY
IRC <)
February 26, 2021 ]

5. Consolidated Financial Report and Notes Audited and
Certified by CPAs in 2020

4. The impact on the financial position of the Company in the
event of financial turnover difficulties in the most recent
year and up to the date of publication of this annual report
of the Company and its affiliated companies: None.
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Independent Auditors Report

To the Board of Directors of PRIMAX ELECTRONICSLTD.:
Opinion

We have audited the consolidated financial statements of PRIMAX ELECTRONICS LTD. (the “ Company” )
and its subsidiaries (“the Group”), which comprise the consolidated bal ance sheets as of December 31, 2020 and
2019, and the consolidated statements of comprehensive income, changes in equity and cash flows for the years
then ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, based on our audits and the report of other auditors (please refer to Other Matter paragraph), the
accompanying consolidated financial statements present fairly, in al material respects, the consolidated
financial position of the Group as at December 31, 2020 and 2019, and its consolidated financial performance
and its consolidated cash flows for the years then ended in accordance with the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and with the International Financial Reporting Standards
(“IFRSs”), International Accounting Standards (“1ASs’), interpretation as well as related guidance endorsed by
the Financial Supervisory Commission of the Republic of China.

Basisfor Opinion

We conducted our audits in accordance with the “ Regulations Governing Auditing and Certification of
Financial Statements by Certified Public Accountants’ and the auditing standards generally accepted in the
Republic of China. Our responsibilities under those standards are further described in the Auditors
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the Certified Public Accountants Code of Professional Ethics in
Republic of China (“the Code”), and we have fulfilled our other ethical responsibilities in accordance with the
Code. Based on our audits and the reports of other auditors, we believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis of our opinion.

Other Matter

We did not audit the financial statements of certain subsidiaries. Those financial statements were audited by
other auditors. Therefore, our opinion, insofar asit relates to those subsidiaries, is based solely on the reports of
the other auditors. As of December 31, 2020 and 2019, the assets of these subsidiaries constitute 37% and 49%,
respectively, of the consolidated total assets. For the years ended December 31, 2020 and 2019, the operating
revenue of these subsidiaries constitute 42% and 51%, respectively, of the consolidated operating revenue.

We did not audit the financial statements of ALT International Co., Ltd (Cayman), which represented the
investments accounted for using equity method. Those statements were audited by another auditor, whose report
has been furnished to us, and our opinion, insofar as it relates to the amounts included for ALT International
Co., Ltd (Cayman), is based solely on the report of another auditor. The investment in ALT International Co.,
Ltd (Cayman) accounted for using the equity method both constituted 1% of the consolidated total assets at
December 31, 2020 and 2019, and the related share of loss of associates accounted for using equity method

constituted (3)% and 0%, respectively, of consolidated profit after tax for the years then ended.

KM, a Tabwan partnership and a membar firn of the KPME netwark of independent member
firrnis affiliated with KPMG Imemationsl Cooperative ["KPMG international), & Swiss sntity
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The Company has prepared its parent company only financial statements as of and for the years ended
December 31, 2020 and 2019, on which we have issued an unmodified opinion with other matter paragraph.

Key Audit Matters

Key audit matters are those matters that, in our professional judgments, 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 in forming our opinion thereon, and we do not
provide a separate opinion on these matters. In our professional judgments, key audit matters to be
communicated in the independent auditors’ report are listed bel ow:

1. Evaluation of inventories

Please refer to Note 4(h) “ Inventories’ , Note 5 “ Significant accounting assumptions and judgments, and
major sources of estimation uncertainty” , and Note 6(f) “ Inventories’ of the consolidated financial
Statements.

Description of key audit matter:

Inventories of the Group are measured at the lower of cost and net realizable value. Due to the fast high-tech
revolution, as well as the advancement of production technologies that may lead dramatic change in
customers' demand, the net realizable value of inventories requires subjective judgments of the management,
which is the major source of estimation uncertainty. Therefore, evaluation of inventories is one of the key
audit matters for our audit.

How the matter was addressed in our audit:

Our principal audit procedures included: understanding the policies of evaluating the inventories of the
Group; inspecting whether existing inventory policies are applied; examine the accuracy of the aging of
inventories by sampling and analyze the changes of the aging of inventories; inspecting the reasonabl eness of
the allowance provided for inventory valuation in the past and comparing it to the current year to ensure that
the measurements and assumptions are appropriate.

In addition, the consolidated financial statements of certain subsidiaries were audited by other auditors,
therefore, we have issued audit instructions to their auditors as guidelines to communicate the above key
audit matters with them and reviewed other auditors working papers, as well as obtained the feedbacks
required in the audit instructions.

2. Impairment assessment of intangible assets

Please refer to Note 4(n) “ Impairment of non-financial assets’, Note 5 “ Significant accounting assumptions
and judgments, and major sources of estimation uncertainty” , and Note 6(m) “ Intangible assets’ of the
consolidated financial statements.

Description of key audit matter:

In 2014, the Company acquired Tymphany Worldwide Enterprises Ltd. through its subsidiary, Diamond
(Cayman) Holdings Ltd.; and in 2019, the Company lost its control over ALT International Co., Ltd
(Cayman), recognizing the investment in ALT International Co., Ltd (Cayman) as repurchase after disposal.
The transactions metioned above resulted in the Group to recognize its goodwill, technologies, and customer
relations, as intangible assets. The rapid industrial transformation and the assessment of impairment
contained estimation uncertainty; therefore, the assessment of impairment of intangible assets is one of the
key audit matters for our audit.

kPG

How the matter was addressed in our audit:

The principal audit procedures on the assessment of impairment of intangible assets included: evaluating the
identification of cash generating units and any indication of impairment relating to intangible assets made by
the management; acquiring intangible evaluation reports from external expert engaged by the Group;
appointing our internal expert to review the evaluation reports and assessing the reasonability of
measurements, parameters, and assumptions; evaluating the operation outcomes and comparing them to the
past forecasts, making sensitivity analysis for evaluation of impairment losses and evaluating the
completeness of disclosurein the consolidated financial reports.

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

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

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

Those charged with governance (including 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 that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the auditing standards generally accepted in the Republic of China will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of 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 risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of interna control.

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

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

5. Evaluate the overall presentation, structure and content of the consolidated financia statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
eventsin amanner that achieves fair presentation.

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinion.

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

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

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’ s report unless law or regulation precludes public
disclosure 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 MEI-PIN WU and CHI-
LUNG YU.

KPMG

Taipei, Taiwan (Republic of China)
February 26, 2021

Notesto Readers

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

The independent auditors' audit report and the accompanying consolidated financial statements are the English transation of the Chinese
version prepared and used in the Republic of China. If thereis any conflict between, or any difference in the interpretation of the English
and Chinese language independent auditors' audit report and consolidated financial statements, the Chinese version shall prevail.

(English Trandation of Consolidated Financial Statements Originally Issued in Chinese)

PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES

Consolidated Balance Sheets
December 31, 2020 and 2019

(Expressed in Thousands of New Taiwan Dollars)

December 31, 2019

December 31, 2020
Amount

December 31, 2019

December 31, 2020

Amount %

%

% Amount %

Amount

Assets

Current assets:

Liabilitiesand Equity

2

1,092,126

2
1

40

905,059

$

Short-term borrowings (notes 6(n) and 8)

2100
2120
2170
2200
2201

13

6,700,510

15

6,935,353

$

Cash and cash equivalents (note 6(a))

1100
1110
1137
1170
1180
1200
1310
1470

207,211
23,744,889

432,171
19,001,057

Current financial liabilities at fair value through profit or loss (note 6(b))

Notes and accounts payable

Other payables

187,016

1
1

29

313,758

855,238
13,578,841

Current financial assets at fair value through profit or loss (note 6(b))

Current financial assets at amortized cost (note 6(d))
Notes and accounts receivable, net (notes 6(e) and (w))

9
3

4,825,106
1,522,052

8
2
1
2

3,949,527

36

19,197,355

1,131,626

Salaries payable

180,471

1,049,016
10,493,246

198,189

1,349,362
10,247,463
1,631,887
35,110,091

Accounts receivable from related parties, net (notes 6(€), (w) and 7)

Other receivables (note 6(€))
Inventories (note 6(f))

278,609
312,761

271,483
753,750

Current lease liabilities (note 6(p))

2280
2300
2320
2365

2
20
_3

3
22
_4

1

Other current liabilities (note 6(w))

27,777
1,552,275
33,562,806

74,833
1,421,407
27,940,913

Long-term borrowings, current portion (notes 6(o) and 8)

Current refund liabilities

1,515,598
39,323,212

Other current assets (note 8)

_3
_63

_3
59

74

75

Non-current assets:

Non-Current liabilities:

Non-current financial assets at fair value through other comprehensive income (note

1517

150,529
1,195,744
2,960,815

1

680,626

Long-term borrowings (notes 6(0) and 8)
Non-current lease liabilities (note 6(p))
Long-term deferred revenue (note 6(j))

2540

2580
2630
2600

106,535
904,753

7,363,740

121,672
536,303
6,542,015
1,568,052

6(c)
Investments accounted for using equity method (notes 6(g) and (h))

2

6
_2
10
_73

2

3
_2
_8
_6r

981,436
1,499,072

2
14
3

1
14

1550

Property, plant and equipment (notes 6(j) and 8)

Right-of-use assets (note 6(k))
Investment property (note 6(1))

Intangibl e assets (note 6(m))

600
1755
1760
1780
1840

1
1990

772,420
5,079,508
38,642,314

704,445
3,865,579
31,806,492

Other non-current liabilities (notes 6(r) and (s))

1,843,153

3

34,289
2,501,156

33,826
2,370,578

Total liabilities
Equity attributable to owners of parent:

Ordinary shares (note 6(t))

5
1
1
26

5
1
1
25

711,859
357,257
13,822,742

658,289
366,256
12,196,991

Deferred tax assets (note 6(s))

8
3

3

1

10
@
_4
_2r

4,485,808
1,483,045
1,370,470

10

4,508,983

3110
3200
3310

Other non-current assets (note 8)

3
3

1,567,628
1,578,473
1,058,941
5,733,458

(1,159,650)

Capital surplus (note 6(t))
Legal reserve (note 6(t))

662,348
5,500,198

2
12
2

5

33

Special reserve (note 6(t))

3320

Unappropriated retained earnings (notes 6(c) and (t))

Other equity interest (notes 6(c) and (h))

Non-controlling inter ests (note 6(i))

3350

(1,193,867)
2,195,638

14,503,640

3400

2,212,757
15,500,590

Total equity
Total liabilitiesand equity

36XX

53,145,954 100

47,307,082 100

$

53,145,954 100

47,307,082 100

$

Total assets

See accompanying notes to consolidated financial statements.



4000
5000

6100
6200
6300
6450

7100
7010
7020
7060
7050

7950

8300
8310
8311
8316

8349

8360
8361
8399

8300

8610
8620

8710
8720

9710
9810

(English Trandation of Consolidated Financial Statements Originally Issued in Chinese)

PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income
For the yearsended December 31, 2020 and 2019

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

Operating revenue (notes 6(w) and 7)
Operating costs (notes 6(f), (p), (r), (X), 7and 12)
Gross profit from operation
Operating expenses (notes 6(m), (p), (r), (u), (x) and 12):
Selling expenses
Administrative expenses
Research and devel opment expenses
Expected credit loss (Reversal of expected credit 0ss) (note 6(€))
Total operating expenses
Net operating income
Non-operating income and expenses:
Interest income
Other income (notes 6(q) and (y))
Other gains and losses (notes 6(g), (h), (j) and (2))
Share of |oss of associates accounted for using equity method (note 6(g))
Finance costs (note 6(p))
Total non-operating income and expenses
Profit before tax
Less: Income tax expenses (note 6(s))
Profit
Other comprehensive income (l0ss):
Itemsthat may not bereclassified subsequently to profit or loss:
L osses on remeasurements of defined benefit plans (note 6(r))

Unrealized losses from investments in equity instruments measured at fair value through other
comprehensive income

Income tax related to components of other comprehensive income that will not be reclassified to
profit or loss

Itemsthat may be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operation’s financial statements

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

Other comprehensiveincome after tax
Comprehensive income
Profit attributable to:

Owners of parent

Non-controlling interests (note 6(i))

Comprehensiveincome attributable to:
Owners of parent
Non-controlling interests (note 6(i))

Earnings per share (note 6(v))
Basic earnings per share (NT dollars)
Diluted earnings per share (NT dollars)

See accompanying notes to consolidated financial statements.

2020 2019
Amount % Amount %
$ 68,240,939 100 80,649,608 100
60,129,865 88 71,218,592 88
8,111,074 12 9,431,016 12
1,354,432 2 1,503,193 2
1,910,310 3 2,145,717 3
2,555,565 4 2,968,221 4
(9,030) _ - 51,258 _ -
5,811,277 9 6,668,389 9
2,299,797 3 2,762,627 3
141,456 - 120,338
13,127 - 8,960
292,611 1 241,454
(84,179) - (11,067)
(184,375) - (208,411)
178,640 1 151,274
2,478,437 4 2,913,901
534,170 1 650,982
1,944,267 3 2,262,919
(4,533) - (2,146)
(13,757) - (17,1248)
(18290) - (19294) _-_
13,627 - (525,368)
13,627 - (525,368) _ (1)
(4,663) _ - (544,662) (1)
1,939,604 3 1,718,257 2
1,919,265 3 2,134,870 3
25,002 - 128,049 -
1,944,267 3 2,262,919 3
1,927,312 3 1,644,893 2
12,292 - 73,364 -
$ 1,939,604 3 1,718,257 2
4.30
4.27

Total

equity
14,970,118
2,262,919
(544,662)
1,718,257
(1,072,341)
52,668
61,099
(42,152)
(1,184,009)
14,503,640
1,944,267
(4,663)
1,939,604
(1,076,876)
16,629
117,593
15,500,590

128,049
(54,685)
73,364
4,138
(42,152)
25,002
(12,710)
12,292
4,827

2,195,638
2,212,757

Non-
interests
3,344,297
(1,184,009)

8,047

(489,977)
1,927,312

Total equity
parent
11,625,821

2,134,870
1,644,893
(1,072,341)

48,530
61,099
12,308,002
1,919,265
(1,076,876)
11,802
117,593
13,287,833

attributable
toownersof controlling

Unearned
employee
compensation

(88,762)
61,099
9,763
(117,026)
(134,926)
117,593
7,975
(103,931)
(113,289)

(17,148)
(17,148)
38,540
52,698
(28,076)
(13,757)
(13,757)
(41,833)

(102,166)

Other equity interest
Unrealized
gains (losses)
from financial
assets at
fair value
through other
compr ehensive
income

Exchange
differenceson
(560,182)
(470,683)
(470,683)
(1,030,865)
26,337
26,337
(1,004,528)

transation
of financial

statements

5,038,483
2,134,870
(2,146)
2,132,724
(182,687)
(363,283)
(1,072,341)
(52,698)
5,500,198
1,919,265
(4,533)
1,914,732
(208,003)
(396,593)
(1,076,876)
5,733,458

retained
earnings

Equity attributable to owners of parent
Unappropriated

Special
299,065
3(:53, 283
6(:32, 348
396,593

1, OéB, 941

reserve

Retained earnings

Legal
1,187,783
182,687
1,370,470
208,003
1,578,473

reserve

Capital

surplus
1,377,077
9,990
(2,848)
98,826
1,483,045
11,802
(6,750)
79,531
1,567,628

(6,915)
18,200
(1,225)
24,400

$_ 4,508,983

(Expressed in Thousands of New Taiwan Dollars)
4,485,808

Consolidated Statements of Changesin Equity
For the yearsended December 31, 2020 and 2019

Ordinary
shares

$_ 4474523

(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES

Cash dividends of ordinary share
Changes in shares of investment accounted for using equity method

Amortization expense of restricted stock

Retirement of restricted stock
Issuance of restricted stock

Cash dividends of ordinary share
Changes in shares of investment accounted for using equity method

Amortization expense of restricted stock

Appropriated special reserve
Retirement of restricted stock

Other comprehensive income

Appropriated specia reserve

Other comprehensive income
Comprehensive income

Comprehensive income
Appropriated legal reserve

Appropriated legal reserve

Profit

Disposal of investmentsin equity instruments designated at fair value through other comprehensive income
Profit

Derecognition of non-controlling interest due to disposal of subsidiaries

Balance at December 31, 2019
See accompanying notes to consolidated financial statements.

Appropriation and distribution of retained earnings:
Appropriation and distribution of retained earnings:

Change in non-controlling interests

Issuance of restricted stock

Balance at January 1, 2019
Balance at December 31, 2020



(English Trandlation of Consolidated Financial Statements Originally Issued in Chinese)
PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES

Consolidated Statements of Cash Flows
For the yearsended December 31, 2020 and 2019
(Expressed in Thousands of New Taiwan Dollars)

Cash flows from (used in) operating activities:
Profit before tax
Adjustments:
Adjustmentsto reconcile profit (l0ss):
Depreciation and Amortization expense
Loss related to inventories
Expected credit loss (reversal)
Interest expense
Interest income
Compensation cost of share-based payment
Impairment loss of associates amounted for using equity method
Share of loss of associates accounted for using equity method
Loss (gain) on disposal of property, plant and equipment
Loss on disposal of subsidiaries
Impairment loss of property, plant and equipment
Other
Total adjustmentsto reconcile profit
Changesin operating assets and liabilities:
Financial assets at fair value through profit or loss
Financial assets measured at amortized cost
Notes and accounts receivable
Accounts receivable from related parties
Other receivables
Inventories
Other current assets
Other operating assets
Changesin operating assets
Financial liabilities at fair value through profit or loss
Notes and accounts payable
Salaries payable
Accounts payable to related parties
Other payables
Other current liabilities
Refund liabilities
Other operating liabilities
Changesin operating liabilities
Total changesin operating assetsand liabilities
Total adjustments
Cash inflow generated from operations
Interest received
Interest paid
Income taxes paid
Net cash flows from operating activities
Cash flowsfrom (used in) investing activities:
Acquisition of financial assets at fair value through other comprehensive income
Proceeds from disposal of financial assets at fair value through other comprehensive income
Proceeds from capital reduction of financial assets at fair value through other comprehensive income
Net cash flows from loss control of subsidiaries
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Increase in refundable deposits
Dividends received
Acquisition of unamortized expense
Other non-current assets
Net cash flows used in investing activities
Cash flows from (used in) financing activities:
Increase (decrease) in short-term borrowings
Increase in long-term borrowings
Increase (decrease) in guarantee deposits received
Payment of lease liabilities
Cash dividends
Net cash flows used in financing activities
Effect of exchangerate changes on cash and cash equivalents
Net increasein cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalentsat end of period

See accompanying notes to consolidated financial statements.

2020 2019
2,478,437 2,913,901
2,229,636 2,190,317

284,439 349,962
(9,030) 51,258
176,799 203,047
(141,456) (120,338)
134,222 75,227
279,716 -
84,179 11,067
116,532 (34,144)
- 275,306
56,507 -
(1,083) -
3,210,461 3,001,702
(126,742) (71,408)
(855,238) -
5,629,639 (3,110,708)
(17,718) (79,852)
(308,306) (11,134)
(38,656) (3,326,852)
(122,121) (993,890)
1,014 (14,412)
4,161,872 (7,608,256)
224,960 187,231
(4,743,832) 5,449,971
(390,426) 381,195
- (45,328)
(135,168) 500,638
175,762 (62,304)
(130,868) 457,442
(523,077) 2,048,913
(5,522,649) 8,917,758
(1,360,777) 1,309,502
1,849,684 4,311,204
4,328,121 7,225,105
141,456 120,338
(176,725) (202,975)
(331,847) (514,457)
3,961,005 6,628,011
(28,894) (33,273)
- 214,202
2,016
- (131,285)
(3,089,333) (3,559,181)
400,410 74,349
(4,169) (53,170)
191 214
(74,121) (91,905)
- (886)
(2,795,916) (3,578,919)
(187,067) 125,268
577,153 88,002
- 52,001
(287,843) (249,186)
(1,076,876) (1,114,493)
(974,633) (1,098,408)
44,387 (240,632)
234,843 1,710,052
6,700,510 4,990,458
6,935,353 6,700,510

(English Trandation of Consolidated Financial Statements Originally Issued in Chinese)
PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES

Notesto the Consolidated Financial Statements
For the yearsended December 31, 2020 and 2019
(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

PRIMAX ELECTRONICSLTD. (the “Company”), formerly known as Hong Chuan Investments Ltd., was
incorporated on March 20, 2006, and registered under the Ministry of Economic Affairs, ROC. The
Company changed its name to Hong Chuan Electronics Ltd. and Primax Electronics Ltd. in October 2007
and February 2008, respectively. The address of the Company’ s registered office is No. 669, Ruey Kuang
Road, Neihu, Taipei.

Primax Electronics Holdings, Ltd. (Primax Holdings, formerly known as Apple Holdings Ltd.) acquired
all shares of the Company from YWAN PANG Management Limited on April 2, 2007. The investment
was approved by the Investment Commission, Ministry of Economic Affairs. However, all shares of the
Company were sold by Primax Holdings to its stockholders in October 2009.

Based on the resolution approved by the Company’ s board of directors on November 5, 2007, the
Company resolved to acquire and merge with Primax Electronics Ltd. (“ Primax”, a listed company) on
December 28, 2007. The Company is the surviving company, and Primax was dissolved upon completion
of the merger.

The consolidated financial statements of the Company as at and for the year ended December 31, 2020,
comprised the Company and subsidiaries (together referred to as “ the Group” ). The magor business
activities of the Group were the manufacture and sale of multi-function printers, scanners, digital camera
modules, computer mice, keyboards, track pads, mobile phone accessories, consumer electronics products,
shredders, amplifiers, speakers, audio systems and related parts, as well as other electronic components.
Please refer to note 14 for further information.

The Company’ s common shares were registered with the Financial Supervisory Commission, ROC
(“FSC") on June 22, 2012, and listed on the Taiwan Stock Exchange (“TWSE”") on October 5, 2012.

(2) Approval date and procedures of the consolidated financial statements:

The consolidated financial statements were authorized for issuance by the board of directors on February
26, 2021.

(3) New standards, amendments and inter pretations adopted:

(@ Theimpact of the International Financial Reporting Standards (“IFRSs’) endorsed by the Financial
Supervisory Commission, R.O.C. (“FSC") which have already been adopted.

The Group has initialy adopted the following new amendments, which do not have a significant
impact on its consolidated financial statements, from January 1, 2020:

e Amendmentsto IFRS 3 “Definition of a Business’
e Amendmentsto IFRS 9, IAS39 and IFRSY “Interest Rate Benchmark Reform”
e Amendmentsto IAS 1 and IAS 8 “Definition of Material”

(Continued)



(b)

(©

10

PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES
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e Amendmentsto IFRS 16 “COVID-19-Related Rent Concessions’
The impact of IFRS issued by the FSC but not yet effective

The Group assesses that the adoption of the following new amendments, effective for annual period
beginning on January 1, 2021, would not have a significant impact on its consolidated financial
statements:

e Amendmentsto IFRS 4 “Extension of the Temporary Exemption from Applying IFRS 9”

e Amendmentsto IFRS 9, IAS39, IFRS7, IFRS 4 and IFRS 16 “Interest Rate Benchmark Reform—
Phase 2"

The impact of IFRS issued by International Accounting Standards Board (IASB) but not yet
endorsed by the FSC

The following new and amended standards, which may be relevant to the Group, have been issued
by the IASB, but have yet to be endorsed by the FSC:

Standardsor
Inter pretations Content of amendment IASB
Amendmentsto IAS 1 The amendments aim to promote consistency January 1, 2023
“Classification of Liabilitiesas in applying the requirements by helping
Current or Non-current” companies determine whether, in the
statement of balance sheet, debt and other
liabilities with an uncertain settlement date
should be classified as current (due or
potentially due to be settled within one year)
or non-current.

The amendments include clarifying the
classification requirements for debt a
company might settle by converting it into

equity.

Effective date per

The Group is evaluating the impact of its initial adoption of the abovementioned standards or
interpretations on its consolidated financial position and consolidated financial performance. The
results thereof will be disclosed when the Group completes its evaluation.

The Group does not expect the following other new and amended standards, which have yet to be
endorsed by the FSC, to have a significant impact on its consolidated financial statements:

e Amendmentsto IFRS 10 and IAS 28 “ Sale or Contribution of Assets Between an Investor and
Its Associate or Joint Venture”

IFRS 17 “ Insurance Contracts’ and amendmentsto IFRS 17 “ Insurance Contracts”
Amendmentsto IAS 16 “Property, Plant and Equipmentt — Proceeds before Intended Use”
Amendmentsto IAS 37 “Onerous Contracts— Cost of Fulfilling a Contract”

Annual Improvements to |FRS Standards 2018-2020

Amendmentsto IFRS 3 “Reference to the Conceptual Framework”

(Continued)
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Summary of significant accounting policies:

The significant accounting policies presented in the consolidated financial statements are summarized
below. Except for those specifically indicated, the following accounting policies were applied
consistently throughout the periods presented in the consolidated financial statements.

@

(b)

(©

Statement of compliance

These consolidated annual financial statements have been prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers (“ the
Regulations’” ) and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations and SIC Interpretations endorsed by the FSC (*the IFRSs endorsed
by the FSC”).

Basis of preparation
(i) Basisof measurement

Except for the following significant accounts, the consolidated financial statements have been
prepared on a historical cost basis:

1)  Financia instruments at fair value through profit or loss are measured at fair value;

2) Financia assets at fair value through other comprehensive income are measured at fair
value

3) The defined benefit liabilities are measured at fair value of plan assets, less the present
value of the defined benefit obligation.

(i)  Functional and presentation currency

The functional currency of each Group entity is determined based on the primary economic
environment in which the entity operates. The consolidated financial statements are presented
in New Taiwan dollars, which is the Company’ s functional currency. All financial information
presented in New Taiwan dollars has been rounded to the nearest thousand.

Basis of consolidation
(i) Principles of preparation of the consolidated financia statements

The consolidated financial statements comprise the Company and its subsidiaries. The Group
controls an entity when it is exposed, or has rights, to variable returns from its involvement
with the entity and has the ability to affect those returns through its control over the entity.

The financial statements of subsidiaries are included in the consolidated financia statements
from the date that control commences until the date that control ceases. Intra-group balances
and transactions, and any unreadlized income and expenses arising from intra-group
transactions are eliminated in preparing the consolidated financial statements. Losses
applicable to the non-controlling interests in a subsidiary are allocated to the non-controlling
interests even if doing so causes the non-controlling interests to have a deficit balance.

(Continued)
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Accounting policies of subsidiaries have been adjusted to ensure consistency with the policies
adopted by the Group.

Changes in the Group’s ownership interest in a subsidiary that do not result in aloss of control
are accounted for as equity transactions. Any differences between the Group’ s share of net
assets before and after the change and any consideration received or paid are adjusted to equity
attributable to stockholders of the Company.

When the Group loses control over a subsidiary, it derecognizes the assets (including any
goodwill) and liabilities of the subsidiary, and any related non-controlling interests at their
carring amounts at the date when control islost. Any interest retained in the former subsidiary
is measured at fair value when control is lost, with the resulting gain or loss being recognized
in profit or loss. The Group recognizes as gain or loss in profit or loss the difference between
(i) the fair value of the consideration received as well as any investment retained in the former
subsidiary at its fair value at the date when control is lost ;and (ii) the assets (including any
goodwill), liabilities of the subsidiary as well as any related non-controlling interests at their
carrying amounts at the date when control is lost. When the Group loses control of its
subsidiary, it accounts for all amounts previously recognized in other comprehensive incomein
relation to that subsidiary on the same basis as would be required if it had directly disposed of
the related assets or liabilities.

PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES
Notesto the Consolidated Financial Statements

Name of
investor

Name of subsidiary

13

Per centage of
shareholding

Principal December  December

activities 31, 2020

31,2019 Description

(if) List of subsidiariesin the consolidated financial statements
The details of the subsidiaries included in the consolidated financial statements are as follows:
Per centage of
shareholding
Name of Principal December  December
investor Name of subsidiary activities 31, 2020 31,2019 Description
The Company Primax Industries (Cayman Holding company 100.00 %  100.00 %
Holding) Ltd. (Primax Cayman)
The Company Primax Technology (Cayman Holding company 100.00 %  100.00 %
Holding) Ltd. (Primax Tech.)
The Company Destiny Technology Holding Co., Holding company 100.00 %  100.00 %
Ltd. (Destiny BVI.)
The Company Primax Destiny Co., Ltd. Market 100.00 %  100.00 %
(Destiny Japan) development and
customer service
The Company Diamond (Cayman) Holdings Ltd. Holding company 100.00 %  100.00 %
(Diamond)
The Company Gratus Technology Corp. Market 100.00 %  100.00 %
(Gratus Tech.) development and
customer service
The Company Primax AE (Cayman) Holdings  Holding company 100.00 %  100.00 %
Ltd. (Primax AE)
The Company Primax Electronics (Singapore)  Holding comapny 100.00 %  100.00 %
Pte. Ltd.
(Primax Singapore)
Primax Cayman Primax Industries (Hong Kong) ~ Holding company 100.00 %  100.00 %
Ltd. (Primax HK) and customer
service

(Continued)

Primax HK
and Primax Tech.

Primax HK

Primax HK

Primax Tech.

Destiny BVI.

Primax Singapore

Diamond

TWEL

Tymphany Huizhou

Tymphany Huizhou

Dongguan Primax Electronic &

Telecommunication Products Ltd.

(PCH2)

Primax Electronics (Kun Shan)
Corp., Ltd. (PKS1)

Primax Electronics (Chongging)
Corp., Ltd. (PCQ1)

Polaris Electronics Inc. (Polaris)

Destiny Electronic Corp.
(Destiny Beijing)

Manufacture of 100.00 %
multifunctional

peripherals,

computer mice,

mobile phone

accessories,

consumer

electronics

products, and

shredders

Manufacture of 100.00 %
computer,

peripherals and

keyboards

Manufacture of 100.00 %
computer

peripherals and

keyboards

Sale of multi- 100.00 %
function printers

and computer

periphera devices

and market

development and

customer service

Research and 100.00 %
development of

computer peripheral

devices and

software

Primax Electronics (Thailand) Co., Manufacture and 99.99 %

Ltd. (Primax Thailand)

sale of computer
periphera devices
and software

Tymphany Worldwide Enterprises Holding company 100.00 %

Ltd. (TWEL)

Tymphany Acoustic Technology
(Huizhou) Co., Ltd (Tymphany
Huizhou)

Tymphany Acoustic Technology
HK Ltd. (TYM Acoustic HK)

Dongguan Tymphany Acoustic
Technology Co., Ltd. (Tymphany
Dongguan)

Manufacture, 71.43 %
research and

development,

design, and sale of

audio accessories,

amplifiers and their

components

Research and 100.00 %
development,

design, and sale of

audio accessories,

amplifiers and their

components and

holdings

Manufacture, 100.00 %
research and

development,

design and sale of

audio accessories,

amplifiers and their

components

100.00 %

100.00 %

100.00 %

100.00 %

100.00 %

99.99 %

100.00 %

71.43 %

100.00 %

100.00 %

(Continued)



(d)

14
PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
Per centage of
shar eholding
Name of Principal December  December
investor Name of subsidiary activities 31, 2020 31,2019 Description
TYM Acoustic HK TYMPHANY ACOUSTIC Research and 100.00 % 100.00 %
TECHNOLOGY (UK) LIMITED development,
(TYM UK) design of audio
accessories,
amplifiers and their
components
TYM Acoustic HK Tymphany Acoustic Technology Manufacture, install ~ 100.00 %  100.00 %
Europe, s.r.o (TYM Acoustic and repair of audio
Europe) accessories and
their components
TYM Acoustic HK TYP Enterprise, inc. (TYP) Market 100.00 %  100.00 %
development and
customer service of
amplifiersand their
components
TYM Acoustic HK Tymphany HK Ltd. (TYM HK)  Sale of audio 100.00 %  100.00 %
accessories,
amplifiersand their
components
TYM Acoustic HK Tymphany Acoustic Technology Research and 100.00 %  100.00 %
Limited (TYM Acoustic) development,
design of audio
accessories,
amplifiersand their
components
TYM Acoustic HK Tymphany Acoustic Technology Manufacture and 99.99 % 99.99 %
(Thailand) Co., Ltd (TYTH) sales of audio
accessories,
amplifiersand their
components
TYM HK TYMPHANY LOGISTICS, INC  Sdeof audio 100.00 %  100.00 %
(TYML) accessories,
amplifiersand their
components
Tymphany Dongguan Dong Guan Dong Cheng Research and 100.00 %  100.00 %
Tymphany Acoustic Technology —development,

Foreign currencies

(i)

Co., Ltd. (TYDC)

design, and sale of
audio accessories,
amplifiersand their
components

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of the
Group entities at the exchange rates at the dates of the transactions. At the end of each
subsequent reporting period, monetary items denominated in foreign currencies are translated
into functional currencies using the exchange rate at that date. Non-monetary items
denominated in foreign currencies that are measured at fair value are translated into functional
currencies using the exchange rate at the date that the fair value was determined. Non-
monetary items denominated in foreign currencies that are measured based on historical cost
are trangdlated using the exchange rate at the date of the transaction.

(Continued)
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Exchange differences are generaly recognized in profit or loss, except for the differences
relating to an investment in equity securities designated as at fair value through other
comprehensive income, which are recognized in other comprehensive income.

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on acquisition, are translated into the presentation currency of the consolidated
financial statements, New Taiwan Dollar, at the exchange rates at the reporting date. The
income and expenses of foreign operations are translated into the presentation currency of the
consolidated financial statements, New Taiwan Dollar, at the average rate. Foreign currency
differences are recognized in other comprehensive income.

When a foreign operation is disposed of such that control, significant influence, or joint
control islost, the cumulative amount in the translation reserve related to that foreign operation
isreclassified to profit or loss as part of the gain or loss on disposal. When the Group disposes
of any part of its interest in a subsidiary that includes a foreign operation while retaining
control, the relevant proportion of the cumulative amount is reattributed to non-controlling
interest. When the Group disposes of only part of itsinvestment in an associate or joint venture
including a foreign operation while retaining significant influence or joint control, the relevant
proportion of the cumulative amount is reclassified to profit or loss.

When the settlement of a monetary receivable from or payable to aforeign operation is neither
planned nor likely to occur in the foreseeable future, foreign exchange gains and losses arising
from such a monetary item are considered to form part of the net investment in the foreign
operation and are recognized in other comprehensive income.

Classification of current and non-current assets and liabilities

An asset is classified as current under one of the following criteria, and al other assets are classified
as non-current.

(i) Itisexpected to berealized, or intended to be sold or consumed, in the normal operating cycle;
(ii) Itisheld primarily for the purpose of trading;

(iii) 1t is expected to be realized within twelve months after the reporting period; or

(iv) The asset is cash or a cash equivalent unless the asset is restricted from being exchanged or

used to settle aliability for at least twelve months after the reporting period.

A liability is classified as current under one of the following criteria, and all other liabilities are
classified as non-current.

(i) Itisexpected to be settled in the normal operating cycle;
(i) Itisheld primarily for the purpose of trading;

(iii) It isdue to be settled within twelve months after the reporting period; or

(Continued)
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(iv) It does not have an unconditional right to defer settlement of the liability for at least twelve
months after the reporting period. Terms of a liability that could, at the option of the
counterparty, result in its settlement by issuing equity instruments do not affect its
classification.

Cash and cash equivalents

Cash and cash equivalents comprise cash, cash in bank, and short-term, highly liquid investments
that are readily convertible to known amounts of cash and are subject to an insignificant risk of
changesin value.

Time deposits with maturities within three months or less which meet the above definition and are
held for the purpose of meeting short term cash commitments rather than for investment or other
purposes should be recognized as cash equivalents.

Financial instruments

Accounts receivables are initially recognized when they are originated. All other financial assets and
financial liabilities are initially recognized when the Group becomes a party to the contractua
provisions of the instrument. A financial asset (unless it is an account receivable without a
significant financing component) or financia liability is initially measured at fair value, plus
transaction costs that are directly attributable to its acquisition or issue. A accounts receivable
without a significant financing component isinitially measured at the transaction price.

(i) Financial assets

All regular way purchases or sales of financial assets classified as the same categories are
recognized and derecognized on atrade date basis.

On initial recognition, a financial asset is classified as measured at amortized cost; Fair value
through other comprehensive income (FVOCI) ; or fair value through profit or loss (FVTPL).

Financial assets are not reclassified subsequent to their initial recognition unless the Group
changes its business model for managing financial assets, in which case all affected financial
assets are reclassified on the first day of the first reporting period following the change in the
business model.

1) Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated asat FVTPL:

- it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

(Continued)
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These assets are subsequently measured at amortized cost, which is the amount at which
the financial asset is measured at initial recognition, plus/minus, the cumulative
amortization using the effective interest method, adjusted for any loss allowance. Interest
income, foreign exchange gains and losses, as well as impairment, are recognized in
profit or loss. Any gain or loss on derecognition is recognized in profit or loss.

Fair value through other comprehensive income (FVOCI)

On initial recognition of an equity investment that is not held for trading, the Group may
irrevocably elect to present subsequent changes in the investment’ s fair value in other
comprehensive income. This election is made on an instrument-by-instrument basis.

Equity investments at FVOCI are subsequently measured at fair value. Dividends are
recognized as income unless the dividend clearly represents arecovery of part of the cost
of the investment. Other net gains and losses are recognized in other comprehensive
income and are never reclassified to profit or loss.

Dividend income is recognized in profit or loss on the date on which the Group’ s right to
receive payment is established.

Fair value through profit or loss (FVTPL)

All financial assets not classified as amortized cost or FVOCI described as above are
measured at FVTPL, including derivative financial assets. On initial recognition, the
Group may irrevocably designate a financial asset, which meets the requirements to be
measured at amortized cost or at FVOCI, as at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognized in profit or loss.

Assemessment whether contractual cash flows are solely payments of principa and
interest

For the purposes of this assessment, principal is defined as the fair value of the financial
assets on initia recognition. Interest is defined as consideration for the time value of
money and for the credit risk associated with the principal amount outstanding during a
particular period of time and for other basic lending risks and costs, as well as a profit
margin.

In assessing whether the contractual cash flows are solely payments of principa and
interest, the Group considers the contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change the
timing or amount of contractual cash flows such that it would not meet this condition. In
making this assessment, the Group considers:

- contingent events that would change the amount or timing of cash flows;

- terms that may adjust the contractual coupon rate, including variable rate features;

(Continued)
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- prepayment and extension features; and

- terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse
features).

Impairment of financial assets

The Group recognizes loss allowances for expected credit losses (ECL) on financial
assets measured at amortized cost (including cash and cash eguivalents, notes and
accounts receivable, other receivables, guarantee deposit paid and other financial assets,
etc.).

The Group measures loss allowances at an amount equal to lifetime ECL, except for the
following which are measured as 12-month ECL.:

- Bank balances for which credit risk (i.e. the risk of default occurring over the expected
life of the financial instrument) has not increased significantly since initial recognition.

Loss allowance for accounts receivables are aways measured at an amount equal to
lifetime ECL.

Lifetime ECL are the ECL that result from all possible default events over the expected
life of afinancial instrument.

12-month ECL are the portion of ECL that result from default events that are possible
within the 12 month after the reporting date (or a shorter period if the expected life of the
instrument is less than 12 months).

The maximum period considered when estimating ECL is the maximum contractual
period over which the Group is exposed to credit risk.

When determining whether the credit risk of afinancial asset has increased significantly
since initia recognition and when estimating ECL, the Group considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis based on the Group’s
historical experience and informed credit assessment as well as forward-looking
information.

The Group assumes that the credit risk on a financial asset has increased significantly if
it ismore than 61 days past due.

The Group considers a financial asset to be in default when the financial asset is more
than 361 days past due or the borrower is unlikely to pay its credit obligations to the
Group in full.

ECL are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of al cash shortfalls (i.e the difference between the cash flows due to
the Group in accordance with the contract and the cash flows that the Group expects to
receive). ECL are discounted at the effective interest rate of the financial asset.

(Continued)
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At each reporting date, the Group assesses whether financial assets carried at amortized
cost are credit-impaired. A financial asset is credit-impaired when one or more events
that have a detrimental impact on the estimated future cash flows of the financial asset
have occurred. Evidence that a financial assets is credit-impaired includes the following
observable data:

- significant financial difficulty of the borrower or issuer;
- abreach of contract such as a default or being more than 361 days past due;

- the lender of the borrower, for economic or contractual reasons relating to the
borrower’ s financia difficulty, having granted to the borrower a concession that the
|ender would not otherwise consider;

- it is probable that the borrower will enter bankruptcy or other financial reorganization;
or

- the disappearance of an active market for a security because of financial difficulties.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets.

The gross carrying amount of a financial asset is written off when the Group has no
reasonable expectations of recovering the financial asset in its entirety or a portion
thereof. The Group individually makes an assessment with respect to the timing and
amount of write-off based on whether there is a reasonable expectation of recovery. The
Group expects no significant recovery from the amount written off. However, financia
assets that are written off could still be subject to enforcement activities in order to
comply with the Group’s procedures for recovery of amounts due.

Derecognition of financial assets

The Group derecognizes a financial asset when the contractual rights to the cash flows
from the financial asset expired, or it transfers the rights to receive the contractual cash
flows in atransaction in which substantially all of the risks and rewards of ownership of
the financial asset are transferred or in which the Group neither transfers nor retains
substantially all of the risks and rewards of ownership and it does not retain control of
the financial asset.

The Group enters into transactions whereby it transfers assets recognized in its statement
of balance sheet, but retains either all or substantially all of the risks and rewards of the
transferred assets. |n these cases, the transferred assets are not derecognized.

(i) Financial liabilities and equity instruments

1

Classification of debt or equity

Debt and equity instruments issued by the Group are classified as financial liabilities or
equity in accordance with the substance of the contractual arrangements and the
definitions of afinancial liability and an equity instrument.

(Continued)
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2)  Equity instrument

An equity instrument is any contract that evidences the residual interest in the assets of
an entity after deducting all of its liabilities. Equity instruments issued are recognized as
the amount of consideration received, less the direct cost of issuing.

3) Financid liabilities

Financial liabilities are classified as measured at amortized cost or FVTPL. A financia
liability is classified asat FVTPL if it is classified as held-for-trading, it is a derivative or
it is designated as such on initial recognition. Financia liabilities at FVTPL are
measured at fair value and net gains and losses, including any interest expense, are
recognized in profit or loss.

Other financial liabilities are subsequently measured at amortized cost using the effective
interest method. Interest expense and foreign exchange gains and losses are recognized in
profit or loss. Any gain or loss on derecognition is also recognized in profit or loss.

4)  Derecognition of financial liabilities

The Group derecognizes a financia liability when its contractual obligations are
discharged or cancelled, or expired. The Group also derecognizes a financial liability
when its terms are modified and the cash flows of the modified liability are substantially
different, in which case a new financia liability based on the modified terms is
recognized at fair value.

On derecognition of afinancial liability, the difference between the carrying amount of a
financial liability extinguished and the consideration paid (including any non-cash assets
transferred or liabilities assumed) is recognized in profit or loss.

5)  Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount presented in the
statement of balance sheet when, and only when, the Group currently has a legally
enforceable right to offset the amounts and it intends either to settle them on a net basis
or to realize the asset and settle the liability simultaneously.

(iii) Derivative financial instruments

The Group holds derivative financial instruments to hedge its foreign currency and interest rate
exposures. Derivatives are initially measured at fair value. Subsequent to initial recognition,
derivatives are measured at fair value, and changes therein are generally recognized in profit or
loss.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
based on the weighted-average-costing method, and includes expenditure incurred in acquiring the
inventories, production or conversion costs, and other costs incurred in bringing them to their
existing location and condition. In the case of manufactured inventories and work in progress, cost
includes an appropriate share of production overheads based on normal operating capacity.

(Continued)
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Net realizable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Investment in associ ates

Associates are those entities in which the Group has significant influence, but not control or joint
control, over their financial and operating policies.

Investments in associates are accounted for using the equity method and are recognized initially at
cost. The cost of the investment includes transaction costs. The carrying amount of the investment in
associates includes goodwill arising from the acquisition less any accumulated impairment losses.

The consolidated financial statements include the Group’ s share of the profit or loss and other
comprehensive income of associates, after adjustments to align their accounting policies with those
of the Group, from the date that significant influence commences until the date that significant
influence ceases. When an associate’ s equity changes due to reasons other than profit and loss or
comprehensive income, which did not result in changes of the Group’ s shareholding percentage in
the associate, the Group recognizes equity changes attributable to the Group by its shareholding
percentage as capital surplus.

Unrealized Gains and losses resulting from transactions between the Group and an associate are
recognized only to the extent of unrelated party’sinterests in the associate.

When the Group’ s share of losses exceeds its interests in an associate, the carrying amount of the
investment, including any long term interests that form part thereof, is reduced to zero, and the
recognition of further losses is discontinued except to the extent the Group has an obligation or has
made payments on behalf of its associates.

The Group shall discontinue the use of the equity method from the date when its investment ceases
to be an associate. The Group shall measure the retained interest at fair value. The difference
between the fair value of retained interest and proceeds from disposal, and the carrying amount of
the investment at the date the equity method was discontinued, is recognized in profit or loss. The
Group shall account for all the amounts previously recognized in other comprehensive income in
relation to that investment on the same basis as would have been required if its associates had
directly disposed of the related assets or liabilities. If a gain or loss previously recognized in other
comprehensive income would be reclassified to profit or loss on the disposal of the related assets or
liabilities, the entity shall reclassify the gain or loss from equity to profit or loss (as areclassification
adjustment) when the equity method is discontinued.

Investment property

Investment property isthe property held either to earn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of business, for use in the production or supply of goods
or services, or for administrative purposes. Investment property is measured at cost on initial
recognition, and subsequently at cost, less accumulated depreciation and accumulated impairment
losses. Depreciation expense is calcul ated based on the depreciation method, useful life, and residual
value, which are the same as those adopted for property, plant and equipment.

Any gain or loss on disposal of an investment property (calculated as the difference between the net
proceeds from disposal and the carrying amount) is recognized in profit or loss.

(Continued)
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Rental income from investment property is recognized as other income on a straight-line basis over
the term of the lease. Lease incentives granted are recognized as an integral part of the total rental
income, over the term of the lease.

Property, plant and equipment

(i)

(i)

(iii)

(iv)

Recognition and measurement

Items of property, plant and equipment are measured at cost, which includes capitalized
borrowing costs, less accumulated depreciation and any accumulated impairment losses.

If significant parts of an item of property, plant and equipment have different useful lives, they
are accounted for as separate items (major components) of property, plant and equipment.

Any gain or loss on disposal of an item of property, plant and equipment is ecognized in profit
or loss.

Subsequent expenditure

Subsequent expenditure is capitalized only if it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

Depreciation

Depreciation is calculated on the cost of an asset, less its residual value, and is recognized in
profit or loss on a straight line basis over the estimated useful lives of each component of an
item of property, plant and equipment.

Land has an unlimited useful life, and therefore is not depreciated.

The estimated useful lives for the current and comparative years of significant items of
property, plant and equipment are as follows:

1) Buildings, leasehold improvement, and additional equipment: 1 ~ 51 years
2)  Machinery and equipment: 1 ~10 years
3) Office and other equipment: 1 ~5 years

Depreciation methods, useful lives, and residual values are reviewed at each annual reporting
date and adjusted if appropriate.

Reclassification to investment property

A property is reclassified to investment property at its carrying amount when the use of the
property changes from owner occupied to investment property.

(Continued)
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Lease

(i)

(i)

Identifying alease

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. To assess whether a contract
conveys the right to control the use of an identified asset, the Group assesses whether:

1) the contract involves the use of an identified asset — this may be specified explicitly or
implicitly, and should be physically distinct or represent substantially all of the capacity
of aphysically distinct asset. If the supplier has a substantive substitution right, then the
asset is not identified; and

2)  the customer has the right to obtain substantially all of the economic benefits from use of
the asset throughout the period of use; and

3) the customer has the right to direct the use of the asset throughout the period of use only
if either:

— the customer has the right to direct how, and for what purpose, the asset is used
throughout the period of use; or

— the relevant decisions about how, and for what purpose, the asset is used are
predetermined and:

e the customer has the right to operate the asset throughout the period of use,
without the supplier having the right to change those operating instructions;
or

e the customer designed the asset in a way that predetermines how, and for
what purpose, it will be used throughout the period of use.

At inception or on reassessment of a contract that contains a lease component, the Group
allocates the consideration in the contract to each lease component on the basis of their relative
stand-alone prices. However, for the leases of land and buildings in which it is a lessee, the
Group has elected not to separate non-lease components and accounted for the lease and non-
lease components as a single lease component.

Asalessee

The Group recognizes aright-of-use asset and alease liability at the |ease commencement date.
The right-of-use asset is initially measured at cost, which comprises the initial amount of the
lease liahility adjusted for any lease payments made at or before the commencement date, plus
any initial direct costs incurred and an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it is located, less any
lease incentives received.

(Continued)
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The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or the
end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability isinitially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or, if
that rate cannot be reliably determined, the Group’sincremental borrowing rate. Generally, the
Group uses its incremental borrowing rate as the discount rate.

L ease payments included in the measurement of the lease liability comprise the following:
1) fixed payments, including in-substance fixed payments;

2) variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

3) amounts expected to be payable under aresidual value guarantee; and

4)  payments for purchase or termination options that are reasonably certain to be exercised
or penalty should be paid.

The lease liability is measured at amortized cost using the effective interest method. It is
remeasured when:

1) thereisachangein future lease payments arising from the change in an index or rate; or

2) thereis achange in the Group’ s estimate of the amount expected to be payable under a
residual value guarantee; or

3) thereisachange of its assessment on purchase option; or

4) thereis a change of its assessment on whether it will exercise a purchase, extension or
termination option; or

5) thereisany lease modifications

When the lease liability is remeasured, other than lease modifications, a corresponding
adjustment is made to the carrying amount of the right-of-use asset, or in profit and loss if the
carrying amount of the right-of-use asset has been reduced to zero.

When the lease liability is remeasured to reflect the partial or full termination of the lease for
lease modifications that decrease the scope of the lease, the Group accounts for the
remeasurement of the lease liability by decreasing the carrying amount of the right-of-use asset
to reflect the partial or full termination of the lease, and recognize in profit or loss any gain or
loss relating to the partial or full termination of the lease.

(Continued)
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The Group presents right-of-use assets that do not meet the definition of investment property
and lease liabilities as a separate line item respectively in the statement of financial position.

The Group has elected not to recognize right-of-use assets and lease liabilities for leases of
machinery and other equipment that have a short-term leases and leases of low-value assets.
The Group recognizes the lease payments associated with these leases as an expense on a
straight-line basis over the lease term.

As apractical expedient, the Group elects not to assess whether all rent concessions that meets
all the following conditions are |ease modifications or not:

1) therent concessions occurring as adirect consequence of the COVID-19 pandemic;

2) the change in lease payments results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for the lease immediately
preceding the change;

3) any reduction in lease payments affects only payments originally due on or before June
30, 2021; and

4)  thereisno substantive change to other terms and conditions of the lease.

In accordance with the practical expedient, the effect of the change in the lease liability is
reflected in profit or loss in the period in which the event or condition that triggers the rent
COoNcession occurs.

As alessor

When the Group acts as a lessor, it determines at |ease commencement whether each leaseis a
finance lease or an operating lease. To classify each lease, the Group makes an overall
assessment of whether the lease transfers to the lessee substantially all of the risks and rewards
of ownership incidental to ownership of the underlying asset. If thisis the case, then the lease
is a finance lease; if not, then the lease is an operating lease. As part of this assessment, the
Group considers certain indicators such as whether the lease is for the magor part of the
economic life of the asset.

When the Group is an intermediate lessor, it accounts for its interests in the head lease and the
sub-lease separately. It assesses the lease classification of a sub-lease with reference to the
right-of-use asset arising from the head lease. If a head |lease is a short-term |ease to which the
Group applies the exemption described above, then it classifies the sub-lease as an operating
lease.

If an arrangement contains lease and non-lease components, the Group applies IFRS15 to
allocate the consideration in the contract.

The Group recognizes lease payments received under operating leases as income on a straight-
line basis over the lease term.

(Continued)
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Intangible assets

(i)

(i)

(iii)

Recognition and measurement

Goodwill arising on the acquisition of subsidiaries is measured at cost, less accumulated
impairment losses.

Expenditure on research activitiesis recognized in profit or loss asincurred.

Development expenditure is capitalized only if the expenditure can be measured reliably, the
product or process is technically and commercially feasible, future economic benefits are
probable and the Group intends to, and has sufficient resources to, complete the development
and to use or sell the asset. Otherwise, it isrecognized in profit or loss as incurred. Subsequent
to initial recognition, development expenditure is measured at cost, less accumulated
amortization and any accumulated impairment |0sses.

Other intangible assets, including customer relationships, technology, patents and trademarks,
that are acquired by the Group and have finite useful lives, are measured at cost, less
accumulated amortization and any accumulated impairment losses.

Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.

Amortization

Amortization is calculated over the cost of the asset, less its residual value, and is recognized
in profit or loss on a straight-line basis over the estimated useful lives of intangible assets,
other than goodwill, from the date that they are available for use.

The estimated useful lives for current and comparative periods are as follows:

1) Customer relationships 10 years

2)  Technology 10 years
3) Trademarks 10 years
4)  Patents 2.5~10 years
5)  Copyrights 15 years

Amortization methods, useful lives and residual values, are reviewed at each annual reporting
date and adjusted if appropriate.
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Impairment of non-financial assets

At each annual reporting date, the Group reviews the carrying amounts of its non-financial assets
(other than inventories and deferred tax assets) to determine whether there is any indication of
impairment. If any such indication exists, then the asset’ s recoverable amount is estimated. Goodwiil|
istested annually for impairment.

For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or
CGUs. Goodwill arising from a business combination is allocated to CGUs or groups of CGUs that
are expected to benefit from the synergies of the combination.

The recoverable amount of an asset or CGU is the greater of its value-in-use and its fair value, less
costs to sell. Vaue-in-use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable
amount.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other
assetsin the CGU on apro rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment |oss is
reversed only to the extent that the asset’ s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortization, if no impairment loss had been
recognized.

Revenue from contracts with customers

Revenue is measured based on the consideration to which the Group expects to be entitled in
exchange for transferring goods or services to a customer. The Group recognizes revenue when it
satisfies a performance obligation by transferring control of a good or a service to a customer. The
accounting policies for the Group’s main types of revenue are explained below:

(i) Saleof goods

The Group manufactures computer peripherals and non-computer peripherals and sales them to
customers. The Group recognizes revenue when control of the products has transferred, being
when the products are delivered to the customer, the customer has full discretion over the
channel and price to sell the products, and there is no unfulfilled obligation that could affect
the customer’ s acceptance of the products. Delivery occurs when the products have been
shipped to the specific location, the risks of obsolescence and |oss have been transferred to the
customer, and either the customer has accepted the products in accordance with the sales
contract, the acceptance provisions have lapsed, or the Group has objective evidence that all
criteriafor acceptance have been satisfied.

(Continued)
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The Group often offers discounts to its customers based on aggregate sales of components.
Revenue from these sales is recognized based on the price specified in the contract, net of the
estimated volume discounts. Accumulated experience is used to estimate the discounts, using
the expected value method, and revenue is only recognized to the extent that it is highly
probable that a significant reversal will not occur. A refund liabilities is recognized for
expected volume discounts payable to customers in relation to sales made until the end of the
reporting period. No element of financing is deemed present as the sales of components are
made with a credit term of 45 days to 90 days, which is consistent with the market practice.

A receivable is recognized when the goods are delivered as this is the point in time that the
Group has aright to an amount of consideration that is unconditional.

(i) Rendering of services

The Group provides services, such as model research, development, and design to customers.
Revenue from providing services is recognized in the accounting period in which the services
are rendered. For fixed-price contracts, revenue is recognized based on the actual service
provided to the end of the reporting period as a proportion of the total services to be provided.

Estimates of revenues, costs or extent of progress toward completion are revised if
circumstances change. Any resulting increases or decreases in estimated revenues or costs are
reflected in profit or loss in the period in which the circumstances that give rise to the revision
become known by management.

(iii) Financing components

The Group does not expect to have any contracts where the period between the transfer of the
promised goods or services to the customer and payment by the customer exceeds one year. As
a consequence, the Group does not adjust any of the transaction prices for the time value of
money.

Deferred grant revenue

Deferred grant revenue with additional conditions shall be recognized if the Group fulfills the
conditions and the grant revenue becomes receivable.

Deferred grant revenue shall be recognized in profit or loss on a systematic basis in the periods in
which the expenses it is to compensate are recognized. Grant revenue with conditions to compensate
for the acquisition cost of an asset shall be deferred and recognized in profit or loss on a systematic
basis over the useful life of the asset.

If the deferred grant revenue is to compensate for the Group’ s expenses that have been incurred or to
supply immediate financial support to the Group and there is no related cost in the future, it shall be
recognized in profit or loss when the grant revenue becomes receivable.

(Continued)
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Employee benefits
(i) Defined contribution plans

Obligations for contributions to the defined contribution plans are expensed as related services
are provided.

(i) Defined benefit plans

The Group’ s net obligation in respect of the defined benefit plans is calculated separately for
each the plan by estimating the amount of future benefit that employees have earned in the
current and prior periods, discounting that amount and deducting the fair value of any plan
assets.

The calculation of defined benefit obligations is performed annually by a qualified actuary
using the projected unit credit method. When the calculation results in a potential asset for the
Group, the recognized asset is limited to the present value of economic benefits available in the
form of any future refunds from the plan or reductions in future contributions to the plan. To
calculate the present value of economic benefits, consideration is given to any applicable
minimum funding requirements.

Remeasurements of the net defined benefit liability (asset), which comprise actuarial gains and
losses, the return on plan assets (excluding interest) and the effect of the asset ceiling (if any,
excluding interest), are recognized immediately in other comprehensive income, and
accumulated in retained earnings within equity. The Group determines the net interest expense
(income) on the net defined benefit liability (asset) for the period by applying the discount rate
used to measure the defined benefit obligation at the beginning of the annual period to the
then-net defined benefit liability (asset). Net interest expense and other expenses related to
defined benefit plans are recognized in profit or loss.

(iii) Short-term employee benefits
Short-term employee benefits are expensed as related service are provided.

A liability is recognized for the amount expected to be paid if the Group has a present legal or
constructive obligation to pay this amount as a result of past service provided by the employee
and the obligation can be estimated reliably.

Share-based payment

The grant-date fair value of equity-settled share-based payment arrangements granted to employees
is generally recognized as an expense, with a corresponding increase in equity, over the vesting
period of the awards. The amount recognized as an expense is adjusted to reflect the number of
awards for which the related service and non-market performance conditions are expected to be met,
such that the amount ultimately recognized is based on the number of awards that meet the related
service and non-market performance conditions at the vesting date.

For share-based payment awards with non-vesting conditions, the grant-date fair value of the share-
based payment is measured to reflect such conditions, and there is no true-up for differences
between the expected and the actual outcomes.

(Continued)
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Grant date of a share-based payment award is the date which the board of directors authorized the
price and number of shares that employees can subscribe for.

Income taxes

Income taxes expenses include both current taxes and deferred taxes. Except for expenses related to
business combinations or recognized directly in equity or other comprehensive income, all current
and deferred taxes are recognized in profit or |oss.

Current taxes comprise the expected tax payables or receivables on the taxable profits (losses) for
the year and any adjustment to the tax payable or receivable in respect of previous years. The
amount of current tax payables or receivables are the best estimate of the tax amount expected to be
paid or received that reflects uncertainty related to income taxes, if any. It is measured using tax
rates enacted or substantively enacted at the reporting date.

Deferred taxes arise due to temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes are
recognized except for the following:

(i) temporary differences on the initial recognition of assets and liabilities in a transaction that is
not a business combination and that affects neither accounting nor taxable profits (losses) at
the time of the transaction;

(i) temporary differences related to investments in subsidiaries, associates and joint arrangements
to the extent that the Group is able to control the timing of the reversal of the temporary
differences and it is probable that they will not reverse in the foreseeabl e future; and

(iii) taxabletemporary differences arising on theinitial recognition of goodwill.

Deferred taxes are measured at tax rates that are expected to be applied to temporary differences
when they reserve, using tax rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset if the following criteria are met:

(i) the Group has a legally enforceable right to set off current tax assets against current tax
liabilities; and

(i) the deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same
taxation authority on either:
1) the sametaxable entity; or

2) different taxable entities which intend to settle current tax assets and liabilities on a net
basis, or to realize the assets and liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

(Continued)
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Deferred tax assets are recognized for the carry forward of unused tax losses, unused tax credits, and
deductible temporary differences to the extent that it is probable that future taxable profits will be
available against which they can be utilized. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefits will be
realized; such reductions are reversed when the probability of future taxable profits improves.

(t) Earnings per share

The Group discloses the basic and diluted earnings per share attributable to ordinary stockholders of
the Company. Basic earnings per share is calculated as the profit attributable to the ordinary
stockholders of the Company divided by the weighted-average number of ordinary shares
outstanding. Diluted earnings per share is calculated as the profit attributable to ordinary
stockholders of the Company divided by the weighted-average number of ordinary shares
outstanding after adjustment for the effects of all dilutive potential ordinary shares. Dilutive
potential ordinary shares comprise employee stock options, employee remuneration, and restricted
stock.

(u) Operating segments

An operating segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses (including revenues and expenses relating to transactions with
other components of the Group). Operating results of the operating segment are regularly reviewed
by the Group’ s chief operating decision maker to make decisions about resources to be allocated to
the segment and to assess its performance. Each operating segment consists of standalone financial
information.

Significant accounting assumptions and judgments, and major sour ces of estimation uncertainty:

The preparation of the consolidated financial statements in conformity with the Regulations and IFRSs
endorsed by the FSC requires management to make judgments, estimates and assumptions that affect the
application of the accounting policies and the reported amount of assets, liabilities, income and expenses.
Actual results may differ from these estimates.

The management continues to monitor the accounting, estimates and assumptions. The management
recognizes any changes in accounting estimates during the period and the impact of those changes in
accounting estimates in the following period.

Information about critical judgments made in applying the accounting policies that have significant effects
on amounts recognized in the consolidated financial statementsis as follows:

(@ Judgment of whether the Group has substantive control over itsinvestees

The Group holds 37% of the outstanding voting shares of ALT International Co., Ltd. (AIC), but the
Group did not obtain any director seats of AIC, and the chairman of AIC controls 45% of voting
shares. Therefore, the Group does not have power of control over relevant activities of AIC, but
remains significant influence.

(Continued)
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Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment to the carrying amounts of assets and liabilities within the next financial year is as
follows. Those assumptions and estimation have been updated to reflect the impact of COVID-19
pandemic:

(@ Vauation of inventories

As inventories are measured at the lower of cost or net realizable value, the Group estimates the
amount due to inventories obsolescence and unmarketable items at the reporting date and then
writes down the cost of inventories to net realizable value. The net realizable value of the inventory
is mainly determined based on assumptions as to future demand within a specific time horizon. Due
to the rapid industrial transformation, there may be significant changes in the net realizable value of
inventories. Please refer to note 6(f) for valuation of inventories.

(b) Assessment of impairment of intangible assets (including goodwill)

The assessment of impairment of intangible assets required the Group to make subjective judgments
on cash-generating units, allocate the intangible assets to relevant cash-generating units, and estimate
the recoverable amount of relevant cash-generating units. Changes in economic conditions or
changes in assessment caused by business strategies could result in significant impairment charges
or reversal in future years.

The Group'’ s accounting policies include measuring financial and non-financial assets and liabilities
at fair value through profit and loss. The Group has established an internal control framework with
respect to the measurement of fair value and regularly reviews significant unobservable inputs and
valuation adjustments. If third-party information, such as broker quotes or pricing services, is used
to measure fair value, then the Group assessed the evidence obtained from the third parties to
support the conclusion that such valuations meet the requirements of IFRSs, including the level in
the fair value hierarchy in which such valuations should be classified.

The Group strives to use market observable inputs when measuring assets and liabilities. Different
levels of the fair value hierarchy to be used in determining the fair value of financial instruments are
asfollows:

Level 1:quoted prices (unadjusted) in active markets for identifiable assets or liabilities.

Level 2:inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (ie as prices) or indirectly (ie derived from prices).

Level 3:inputs for the assets or liability that are not based on observable market data.

For any transfer within the fair value hierarchy, the impact of the transfer is recognized on the
reporting date. Please refer to Note 6(aa) for assumptions used in measuring fair value.
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(6) Explanation of significant accounts:
(@ Cashand cash equivalents
December 31, December 31,
2020 2019

Cash on hand $ 7,750 5,260
Demand accounts and checking deposits 4,417,720 5,531,016
Time deposits 2,509,883 1,164,234
Cash and cash equivalents in the consolidated statements of

cash flows $ 6,935,353 6,700,510

Please refer to note 6(aa) for the currency risk and the interest rate risk of the Group’s cash and cash
equivalents.

(b) Financial assets and liabilities at fair value through profit or loss
(i) Detailsof financia instruments were as follows:

December 31, December 31,

2020 2019
Mandatorily measured at FVTPL:
Derivative instruments not used for hedging
Forward exchange contracts $ 67,252 82,870
Foreign exchange swap contracts 246,506 104,146
$ 313,758 187,016
December 31, December 31,
2020 2019
Financial liabilities held-for-trading:
Derivative instrument not used for hedging
Forward exchange contracts $ (399,762) (193,946)
Foreign exchange swap contracts (32,409) (13,265)
$ (432,171) (207,211)

(Continued)
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The Group held the following derivative instruments as mandatorily measured at fair value
through profit or loss and held-for-trading financial liabilities, without the application of edge
accounting, as of December 31, 2020 and 2019:

December 31, 2020

Derivative financial
instruments

Nominal amount
(in thousands)

Maturity date

Predetermined
rate

Forward exchange contracts
—buy USD / sell TWD

Forward exchange contracts
—buy TWD / sell USD

Forward exchange contracts
—buy CNY/ sell USD

Foreign exchange swap contracts
—swap in TWD / swap out USD

USD 764,000

USD 11,500

UsSb 262,300

USD 593,000

December 31, 2019

January 6, 2021~
June 23, 2021

January 13, 2021~

January 28, 2021

January 4, 2021~
May 19. 2021

January 6, 2021~
June 23, 2021

27.150~28.942

28.490~28.501

6.5273~6.6415

28.075~29.424

Derivative financial
instruments

Nominal amount
(in thousands)

Maturity date

Predeter mined
rate

Forward exchange contracts
—buy USD / sell TWD

Forward exchange contracts
—buy TWD / sell USD

Forward exchange contracts
—buy CNY/ sell USD

Foreign exchange swap contracts
—swap in USD/ swap out TWD

Foreign exchange swap contracts
—swap in TWD / swap out USD

Foreign exchange swap contracts
—swap in CNY/ swap out USD

USD 511,000

USD 106,000

usb 197,700

usb 10,000

USD 269,000

Uusb 11,000

January 2, 2020~
June 29, 2020

January 2, 2020~
March 30, 2020

January 3, 2020~
March 25, 2020

February 26, 2020

January 6, 2020~
June 23, 2020

January 3, 2020~
January 7, 2020

29.575~31.260

29.996~30.776

6.9800~7.1710

31.288

29.754~30.859

7.0026~7.0036

(iii) Pleaserefer to note 6(aa) for the liquidity risk of the Group’s financial instruments.
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(©

35
PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES
Notesto the Consolidated Financial Statements
Financial assets at FVOCI
December 31, December 31,
2020 2019
Equity investments at FVOCI
Stocks unlisted in domestic markets-WK Technology
Fund IV Ltd. $ 1,263 1,076
Stocks unlisted in domestic markets—-Changing Information
Technology Inc. 6,002 2,102
Stocks unlisted in domestic markets—Syntronix Corp. 49 49
Equities unlisted in foreign markets-Grove Ventures L.P. 60,722 55,094
Equities unlisted in foreign markets-Grove Venturesll, L.P. 26,227 7,226
Stocks unlisted in foreign markets-WK Glabal Investment
[ Ltd. 27,409 40,988
Total $ 121,672 106,535
(i) The Group designated the investments above as equity securities as at FVOCI because these

(i)

equity securities represent those investments that the Group intends to hold for long-term for
strategic purposes and not for sale.

During the years ended December 31, 2020 and 2019, the dividends of $191 and $214,
respectively, related to equity investments at FV OCI held were recogni zed.

(iii) As aresult of enhancing its working capital, the Group sold 5,338 thousand of its shares in

(iv)

(v)

(vi)

Globa TEK, with the fair values of $214,202, resulting in the losses of $52,698 for the year
ended December 31, 2019. Losses had been recognized as other equity interests, and later on,
reclassified to retained earnings.

Grove Venture, L.P executed capital increases, wherein the Group had participated and

invested the amounts of $9,006 and $25,953 in the years ended December 31, 2020 and 2019,
respectively.

The Group invested the amount of $7,320 in an unlisted company, Grove Ventures I, L.P., for
the year ended December 31, 2019. Thereafter, the Group had participated in its capital

increase and invested the amount of $19,888 for the year ended December 31, 2020.

WK Global Investment |11 Ltd. refunded the amount of $2,016 to the Group due to its capital
reduction in June 2019.

(vii) The Group did not provide any of the aforementioned financial assets as collateral.

(Continued)
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Financial assets at amortized cost
December 31, December 31,
2020 2019
Foreign time deposits $ 855,238 -

(i) The Group has assessed that these financial assets are held-to-maturity to collect contractual
cash flows, which consist solely of payments of principal and interest on principal amount
outstanding. Therefore, these investments were classified as financial assets measured at
amortized cost.

(i) During the year ended December 31, 2020, the Group held foreign time deposits, with the
weighted average interest rate of 1.4%, maturing in June 2021. There was no foreign time
deposit in 2019.

(iii) For credit risk, please refer to note (aa).
(iv) The Group did not provide any of the aforementioned financial assets as collateral.
Notes and accounts receivable (including related parties)

December 31, December 31,

2020 2019
Notes receivable $ 5,618 5,250
Accounts receivable 13,615,378 19,267,830
Accounts receivable — related parties 198,189 180,471
Less: allowance for doubtful accounts (42,155) (75,725)
Total $ 13,777,030 19,377,826

(i) The Group did not provide any of the aforementioned notes and accounts receivable (including
related parties) as collateral.

(i) The Group applies the simplified approach to provide for its ECL, the use of lifetime ECL
provision for all notes and accounts receivables. To measure the ECL, notes and accounts
receivable have been grouped based on shared credit risk characteristics and customer’ s ability
to pay al the amounts due based on the terms of the contract as well as incorporated forward
looking information, including macroeconomic and relevant industry information. The ECL
allowance provision analysis was as follows:

(Continued)
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December 31, 2020
Carrying
amounts of notes
and accounts
receivable L oss allowance
(including Lifetime provision of
related parties) ECL rate lifetime ECL
Current $ 12,834,801 0%~0.04% 5,505
0 to 30 days past due 924,894 0%~3.4% 31,282
31 to 60 days past due 44,042 0%~5% 2,202
61 to 90 days past due 8,682 0%~10% 814
91 to 180 days past due 4,067 0%~25% 325
181 to 360 days past due - 0%~80% -
More than 361 days past due 2,699 0%~100% 2,027
$ 13,819,185 42,155
December 31, 2019
Carrying
amounts of notes
and accounts
receivable L oss allowance
(including Lifetime provision of
related parties) ECL rate lifetime ECL
Current $ 18,107,626 0%-~0.38% 40,506
0 to 30 days past due 1,266,578 0%~3% 22,839
31 to 60 days past due 48,325 0%~5% 1,394
61 to 90 days past due 6,374 0%~10% 105
91 to 180 days past due 11,021 0%~25% 1,038
181 to 360 days past due 4,145 0%~80% 1,144
More than 361 days past due 9,482 0%~100% 8,699
$ 19,453,551 75,725

The movement in the allowance for notes and accounts receivable (including related parties)
was as follows:

2020 2019

Balance on January 1, 2020 and 2019 $ 75,725 45,467
Impairment losses recognized (reversed) (9,030) 51,258
Disposal of subsidiaries - (14,861)
Amounts written off (22,445) (4,220)
Effect of exchange rate changes (2,095) (1,919
Balance on December 31, 2020 and 2019 $ 42,155 75,725

(Continued)
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(iv) The Group entered into agreements with banks to sell its accounts receivabl e without recourse.
According to the agreements, within the limit of its credit facilities, the Group does not need to
guarantee the capability of its customers to pay for reasons other than commercia disputes
when transferring its accounts receivable. The Group receives partial advances upon sales of
accounts receivable and pays interest calculated based on the interest rates agreed for the
period through the collection of the accounts receivable. The remaining amounts are received
upon the collection of the accounts receivable, and are recorded as other receivables. In
addition, the Group shall pay handling charges based on a fixed rate. The Group derecognized
the above trade receivables because it has transferred substantially all of the risks and rewards
of their ownership and it does not have any continuing involvement in them. As of December
31, 2020 and 2019, the details of transferred accounts receivable which conformed to the
criteriafor derecognition were as follows:

December 31, 2020

Amount

Recognized in
Guarantee
Amount Amount Advanced Other Range of (Promissory
Pur chaser Der ecognized Unpaid Paid Receivables Interest Rate note)
$ 3,917,358 382,018 3,416,322 501,036 0.795%~0.849% US$ 37,440
HSBC Bank
EnTie Bank 158,092 - - 158,092
Bank of Taiwan - - - - - NT$ 58,000
Mega International
Commercial Bank - - - - - Uss 3,750
$ 4,075,450 382,018 3,416,322 659,128
December 31, 2019
Amount
Recognized in
Guarantee
Amount Amount Advanced Other Range of (Promissory
Pur chaser Der ecognized Unpaid Paid Receivables Interest Rate note)
$ 1,002,004 - 901,804 100,200  2.19%~2.20% uss 13,500
HSBC Bank
EnTie Bank 193,366 - - 193,366
Mega International
Commercia Bank - - - - - Uss$ 3,750
$ 1,195,370 - 901,804 293,566

(v) Pleaserefer to note 9 for guarantee notes provided by the Group to sell its accounts receivable.

Inventories
December 31, December 31,
2020 2019
Raw materials $ 2,540,293 2,356,395
Semi-finished goods and work in process 1,805,774 2,312,106
Finished goods and merchandise 5,901,396 5,824,745

$_ 10,247,463 10,493,246

(Continued)
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The Group did not provide any of the aforementioned inventories as collateral. Except for cost of
inventories sold, the Group recognized the following items as cost of goods sold:

2020 2019
Losses on inventory valuation $ (201,901) (244,324)
Unallocated manufacturing overhead resulting from the actual
production being lower than the normal capacity (55,356) (9,223)
Losses on disposal of inventories (32,761) (105,102)
Gains on physical inventories 5,579 8,687
$ (284,439) (349,962)

Investments accounted for using equity method

The Group’ s investments accounted for using the equity method are individualy insignificant. The
related information included in the consolidated financial statements was as follows:

December 31, December 31,

2020 2019
Carrying amount of individually insignificant associates’ equity $ 536,303 904,753
2020 2019
Attributable to the Group:
Loss $ (84,179) (11,067)
Other comprehensive income (10ss) (4,556) (16,701)
Comprehensive income (10ss) $ (88,735) (27,768)

(i) InJduly 2019, AIC held an interim shareholders' meeting and re-elected its directors, wherein
the Group did not obtain more than 50% of its board of directors' voting rights. Hence, the
Group lost its control over AIC, but still retained a significant influence. Thereafter, AIC and
its subsidiaries were no longer included in the Group’ s consolidated financial statements; thus,
they were reclassified to investments accounted for using the equity method. Please refer to
note 6(h) for relative information.

(i) As of December 31, 2020, the revenue of AIC did not turn out as expected due to intensive
industrial competition, resulting in the impairment of the intangible assets and carrying
amounts related to this equity investment after the Group’ s evaluation, the Group recognized
impairment loss of $279,716 under other gains and losses.

(iii) The Group did not provide any investment accounted for using equity method as collateral.

(Continued)
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Loss control of subsidiaries

In July 2019, AIC held an interim shareholders meeting and re-elected its directors, wherein the
Group did not obtain more than 50% of its board of directors’ voting rights. Therefore, the Group
lost its control over AIC, but still retained significant influence. Thereafter, AIC and its subsidiaries
were no longer included in the Group’ s consolidated financial statements; hence, they were
reclassified to investments accounted for using the equity method. Due to the loss of its control over
AIC, the Group remeasured its 37% sharesin AIC amounting to $932,522 at fair value, resulting in a
revaluation loss of $297,377 to be recognized in July 2019. Additionally, the Group reclassified the
exchange differences on translation of foreign operation’s financial statements of $4,071 from other
equity interest to other income. The Group recorded the net losses of its disposals amounting to
$275,306 under other gains and losses.

The carrying amount of assets and liabilities of AIC and its subsidiaries on July 2019 were as follow:

Cash $ 131,285
Notes and accounts receivable 685,683
Inventories 243,977
Other current assets 83,045
Property, plant and equipment 460,424
Intangible assets 1,763,938
Deferred tax assets 29,774
Right-of-use assets 131,996
Other non-current assets 31,029
Short-term borrowings (235,707)
Notes and accounts payable (201,424)
Other current liabilities (83,485)
Deferred tax liabilities (273,288)
Lease liabilities (93,980)
Other non-current liabilities (216,309)
Non- controlling interest (453)
Carrying amount of net assets $ 2,456,505
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Material non-controlling interests of subsidiaries

The material non-controlling interests of subsidiaries were as follows:

Proportion of Ownership and
Voting RightsHeld by Non-
controlling Interests

Main operation place December 31, December 31,
Name of subsidiaries Business/Registered Country 2020 2019
Tymphany Huizhou and its subsidiaries Hong Kong and China/Cayman Is. 28.57 % 28.57 %

The following information on the aforementioned subsidiaries have been prepared in accordance
with the Regulations Governing the Preparation of Financial Reports by Securities Issuers. Included
in these information are the fair value adjustment made during the acquisition and relevant

difference in accounting principles between the Group as at the acquisition date. Intra-group
transactions were not eliminated in this information.
(i)  Tymphany Huizhou and its subsidiaries's collective financial information:
December 31, December 31,
2020 2019
Current assets $ 13,510,184 20,221,838
Non-current assets 6,161,757 7,069,414
Current liabilities (10,030,285) (18,685,167)
Non-current liabilities (1,896,051) (920,404)
Net assets $ 7,745,605 7,685,681
Non-controlling interests $ 2,212 757 2,195,638
2020 2019
Operating revenue $ 28,404,163 40,930,219
Profit $ 87,518 862,711
Other comprehensive income (10ss) (44,105) (203,331)
Comprehensive income $ 43,413 659,380
Profit attributable to non-controlling interests $ 25,002 246,459
Comprehensive income attributable to non-controlling
interests $ 12,292 188,263
2020 2019
Cash flows from operating activities $ 1,307,136 2,423,821
Cash flows used in investing activities (1,978,242) (1,778,717)
Cash flows from financing activities 9,621 451,846
Effect of exchange rate changes (46,872) (42,790)
Net increase (decrease) in cash and cash equivalents $ (708,357) 1,054,160
Dividends paid to non-controlling interests $ - 42,152
(Continued)
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Property, plant and equipment

The cost, depreciation, and impairment loss of the property, plant and equipment of the Group for
the years ended December 31, 2020 and 2019, were as follows:

Buildings,
leasehold Construction
improvement, Machinery  Officeand in progress
and additional and other and testing
Land equipment equipment  equipment equipment Total

Cost or deemed cost:

Balance on January 1, 2020 $ 134,701 4,014,529 7,508,088 2,089,856 1,111,056 14,858,230
Additions 281 14,507 301,543 104,913 1,800,479 2,221,723
Disposals - (78,283)  (1,389,899)  (1,110,209) (9,167)  (2,587,558)
Reclassifications 187,451 68,061 645,951 68,661 (1,056,708) (86,584)
Effect of changesin exchange rate (2,364) 43,838 79,927 7,970 15,092 144,463
Balance on December 31, 2020 $ 320,069 4,062,652 7,145,610 1,161,191 1,860,752 14,550,274
Balance on January 1, 2019 $ 229,801 4,338,669 6,925,443 770,043 566,140 12,830,096
Additions - 52,190 720,596 1,231,970 2,235,207 4,239,963
Disposals - (106,387) (877,359) (29,095) (1,962)  (1,014,803)
Reclassifications - 119,600 1,218,764 253,113 (1,594,807) (3,330)
Disposals of subsidiaries (95,100) (251,649) (152,682) (51,256) (40,372) (591,059)
Effect of changes in exchange rate - (137,894) (326,674) (84,919) (53,150) (602,637)
Balance on December 31, 2019 $ 134,701 4,014,529 7,508,088 2,089,856 1,111,056 _ 14,858,230
Depreciation and impairmentsloss:

Balance on January 1, 2020 $ - 2,035,962 4,894,405 564,123 - 7,494,490
Depreciation - 259,159 1,144,119 259,467 - 1,662,745
Impairment loss - 22,574 19,198 14,735 - 56,507
Disposals - (71,792)  (1,037,680) (193,177) - (1,302,649)
Effect of changes in exchange rate - 25,896 64,173 7,097 - 97,166
Balance on December 31, 2020 $ - 2,271,799 5,084,215 652,245 - 8,008,259
Balance on January 1, 2019 $ - 1,977,887 4,859,380 483,293 - 7,320,560
Depreciation - 264,081 1,137,385 173,396 - 1,574,862
Disposals - (96,464) (851,365) (26,769) - (974,598)
Reclassifications - (57) 5,145 (5,619) - (531)
Disposals of subsidiaries - (37,809) (54,638) (38,188) - (130,635)
Effect of changesin exchange rate - (71,676) (201,502) (21,990) - (295,168)
Balance on December 31, 2019 $ - 2,035,962 4,894,405 564,123 - 7,494,490
Carrying amounts:

Balance on December 31, 2020 $ 320,069 1,790,853 2,061,395 508,946 1,860,752 6,542,015
Balance on December 31, 2019 $ 134,701 1,978,567 2,613,683 1,525,733 1,111,056 7,363,740
Balance on January 1, 2019 $ 229,801 2,360,782 2,066,063 286,750 566,140 5,509,536

(i) The unamortized deferred revenue of equipment subsidy amounted to $1,415,511 and
$2,876,379 as of December 31, 2020 and 2019, respectively.
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(i) The Group lost its control over AIC, resulting in its property, plant and equipment to be
derecognized in July 2019. Please refer to note 6(h).

(iii) The factory of the Group’ s subsidiary in China is expected to be relocated to a new site in
2021, where parts of its property, plant and equipment will be disposed, resulting in the Group
to measure the carrying amount by using the recoverable amount and recognized impairment
loss of $56,507 under other gains and losses.

(iv) The Group provided the aforementioned property, plant and equipment as collateral; please
refer to note 8.

Right-of-use assets

The Group leases many assets including land, buildings and vehicles. Information about leases for
which the Group as alessee is presented below:

Other
Land Buildings Vehicles equipment Total
Cost:
Balance on January 1, 2020 $ 402,455 1,718,180 17,685 3,431 2,141,751
Additions - 53,316 13,740 4,159 71,215
Disposals - - (906) (2,244) (3,150)
Effect of changesin exchange rates 3,740 2,085 184 3 6,012
Balance on December 31, 2020 $ 406,195 1,773,581 30,703 5,349 2,215,828
Balance on January 1, 2019 $ 435,567 1,729,293 9,269 - 2,174,129
Additions 19,896 171,597 8,723 3,464 203,680
Disposals - (45,777) - - (45,777)
Disposals of subsidiaries (39,374) (103,760) - - (143,134)
Effect of changesin exchange rates (13,634) (33,173) (307) (33) (47,147)
Balance on December 31, 2019 $ 402,455 1,718,180 17,685 3,431 2,141,751
Depreciation:
Balance on January 1, 2020 $ 10,627 277,503 8,753 1,715 298,598
Depreciation 14,989 315,688 12,922 3,049 346,648
Disposals - - (189) (935) (1,124)
Effect of changesin exchange rates 174 3,309 159 12 3,654
Balance on December 31, 2020 $ 25,790 596,500 21,645 3,841 647,776
Balance on January 1, 2019 $ - - - - -
Depreciation 11,485 296,287 8,932 1,736 318,440
Disposals - (1,550) - - (1,550)
Disposals of subsidiaries (464) (10,673) - - (11,137)
Effect of changesin exchange rates (394) (6,561) (179) (21) (7,155)
Balance on December 31, 2019 $ 10,627 277,503 8,753 1,715 298,598
Carrying amounts:
Balance on December 31, 2020 $ 380,405 1,177,081 9,058 1,508 1,568,052
Balance on December 31, 2019 $ 391,828 1,440,677 8,932 1,716 1,843,153
Balance on January 1, 2019 $ 435,567 1,729,293 9,269 - 2,174,129

In July 2019, the Group lost its control over AIC, and derecognized its right-of-use assets; Please
refer to note 6(h).
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Investment property

Buildings and
other
Land equipment Total
Cost or deemed cost:
Balance on January 1, 2020 $ 50,190 31,735 81,925
Additions - - -
Balance on December 31, 2020 $ 50,190 31,735 81,925
Balance on January 1, 2019 $ 50,190 31,735 81,925
Additions - - -
Balance on December 31, 2019 $ 50,190 31,735 81,925
Depreciation and impair ment losses:
Balance on January 1, 2020 $ 33,941 13,695 47,636
Depreciation - 463 463
Balance on December 31, 2020 $ 33,941 14,158 48,099
Balance on January 1, 2019 $ 33,941 13,233 47,174
Depreciation - 462 462
Balance on December 31, 2019 $ 33,941 13,695 47,636
Carrying amounts:
Baance on December 31, 2020 $ 16,249 17,577 33,826
Baance on December 31, 2019 $ 16,249 18,040 34,289
Balance on January 1, 2019 $ 16,249 18,502 34,751
Fair value:
Balance on December 31, 2020 $ 93,195
Balance on December 31, 2019 $ 92,171
Balance on January 1, 2019 $ 80,905

(i) The fair value of the investment property is based on the quotation from parties, which is
categorized within Level 3.

(ii) Investment property comprises a number of commercial properties which are leased to third
parties. Each of the leases contains an initial non-cancellable period between 1 and 2 years.
Subsequent renewals are negotiated with the lessee, and no contingent rents are charged.
Please refer to note 6(q) for further information.

(iii) The Group did not provide any of the aforementioned investment property as collateral.
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Intangible assets

The carrying amounts of the intangible assets of the Group for the years ended December 31, 2020
and 2019, were as follows;

Trademarks,
Customer Patentsand
Goodwill  Relationships Technology Copyrights Total

Cost or deemed cost:
Balanceon January 1,2020 $ 2,035,095 718,800 357,271 119,851 3,231,017
Effect of changesin exchange

rate (9,011) - - (7,410) (16,421)
Balance on December 31,2020 $ 2,026,084 718,800 357,271 112,441 3,214,596
Balanceon January 1,2019 $ 2,612,461 1,099,859 1,383,197 121,797 5,217,314
Acquisition - - 513 373 886
Disposal of subsidiaries (574,604) (381,059)  (1,029,394) - (1,985,057)
Effect of changesin exchange

rate (2,762) - 2,955 (2,319) (2,126)
Balance on December 31,2019$ 2,035,095 718,800 357,271 119,851 3,231,017
Amortization and impair ment
loss:
Balanceon January 1,2020 $ - 429,540 188,538 111,783 729,861
Amortization - 71,880 41,930 1,846 115,656
Effect of changesin exchange

rate - - - (1,499) (1,499)
Balance on December 31, 2020 $ - 501,420 230,468 112,130 844,018
Balanceon January 1,2019  $ - 379,889 265,449 107,997 753,335
Amortization - 94,108 99,439 3,786 197,333
Disposal of subsidiaries - (44,457) (176,662) - (221,119)
Effect of changesin exchange

rate - - 312 - 312
Balance on December 31, 2019 $ - 429,540 188,538 111,783 729,861
Carrying amounts:
Balance on December 31,2020 $ 2,026,084 217,380 126,803 311 2,370,578
Balance on December 31,2019 $ 2,035,095 289,260 168,733 8,068 2,501,156
Balanceon January 1,2019 $ 2,612,461 719,970 1,117,748 13,800 4,463,979

() In 2020 and 2019, the amortizations of intangible assets amounted to $115,656 and $197,333,
respectively, recorded as operating expenses.

(i) The Group lost its control over AIC, resulting in its intangible assets to be derecognized in July
2019. Please refer to note 6(h).

(Continued)
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(iii) The Group evaluated the recoverable amounts of its goodwill , which is based on its value-in-

use, for impairment testing at each annual reporting date. Vaue-in-useis based on five years of
the estimated future cash flow of the Group, and discounted to their present value using the
yearly discount rate, which reflects the risks specific to CGU, by 16.22% and 14.88% for the
years ended December 31, 2020 and 2019, respectively. There were no impairment losses of
goodwill in 2020 and 2019.

(iv) The Group did not provide any of the af orementioned intangible assets as collateral.

Short-term borrowings

The details were as follows:

December 31, December 31,
2020 2019
Unsecured bank loans $ 905,059 1,092,126
Unused credit lines $ 22,857,597 19,664,255
Annual interest rates 0.70%~0.95% _ 0.60% ~4.02%

Please refer to note 8 for further information on assets provided as collateral.

Long-term borrowings

December 31, 2020
Annual interest

Currency rate Maturity year Amount
Unsecured bank loans usbh 1.46%~1.67% 2023 $ 755,459
Less: current portion (74,833)
$ 680,626
Unused credit lines $ 2,237,873
December 31, 2019
Annual interest
Currency rate Maturity year Amount
Unsecured bank loans TWD 1.35% 2020 $ 27,777
Secured bank |oans usb 3.05% 2021 150,529
Less: current portion (27,777)
$ 150,529
Unused credit lines $ 451,587
(i) Pleaserefer to note 9 for the details of the outstanding guarantee notes.
(ii) Please refer to note 8 for further information on assets provided as collateral.
(Continued)
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Lease ligbilities
December 31, December 31,

2020 2019
Current $ 271,483 278,609
Non-current $ 981,436 1,195,744
For the maturity analysis, please refer to note6 (aq).
The amounts recognized in profit or loss were as follows:

2020 2019
Interest on lease liabilities $ 59,421 68,286
Expenses relating to short-term leases and leases of low-value  $ 115,776 58,056

assets
Covid-19-related rent concessions (recognized asdeduction of ~ $ 1,066 -
rent expenses)

The amounts recognized in the statement of cash flows for the Group were as follows:

2020 2019
Rental paid in operating activities $ (115,776) (58,056)
Interest on lease liabilities paid in operating activities (59,421) (68,286)
Payment made on lease liabilitiesin financing activities (287,843) (249,186)
Total cash outflow for leases $ (463,040) (375,528)
(i) Read estate leases

(i)

The Group leases lands and buildings for its office, staff dormitory, factory facilities and
warehouses. The leases typically run for a period of two to fifty years. Some leases require
additional rental payments depending on the changesin fair value of the lease assets.

Other leases
The Group leases vehicles and some of other equipments with lease terms of one to five years.

The Group also leases machineries and some of other equipments with lease terms of one to
five years. These leases are short-term or leases of low-value items. The Group decided to
apply recognition exemptions, and had elected not to recognize its right-of-use assets and lease
liabilities for these leases.

(Continued)



(@)

()

48

PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES
Notesto the Consolidated Financial Statements

Operating lease

The Group leases out its investment property. The Group has classified these leases as operating
leases, because it does not transfer substantially all of the risks and rewards incidental to the
ownership of the assets. Please refer to note 6(1) sets out information about the operating leases of
investment property.

A maturity analysis of lease payments, showing the undiscounted |ease payments to be received after
the reporting date, was as follows:

December 31, December 31,

2020 2019
Less than one year $ 1,770 1,553
Onetofiveyears 774 -
Total undiscounted lease payments $ 2,544 1,553

Rental income from investment property amounted to $1,416 and $1,418 in 2020 and 2019,
respectively.

Employee benefits

(i)

Defined benefit plans

Reconciliation of defined benefit obligation at present value and plan asset at fair value are as

follows:
December 31, December 31,
2020 2019

Present value of defined benefit obligations $ 150,927 163,560
Fair value of plan assets 82,982 95,623
Deficit in the plan 67,945 67,937
Asset ceiling - -

Net defined benefit liability (recorded as other non-current $ 67,945 67,937

liabilities)

The Group makes defined benefit plan contributions to the pension fund account with Bank of
Taiwan that provides pensions for employees upon retirement. The plans (covered by the
Labor Standards Law) entitle a retired employee to receive retirement benefits based on years
of service and average salary for the six months prior to retirement.

1)

Composition of plan assets

The Group allocates pension funds in accordance with the Regulations for Revenues,
Expenditures, Safeguard and Utilization of the Labor Retirement Fund, and such funds
are managed by the Bureau of Labor Funds, Ministry of Labor. With regard to the
utilization of the funds, minimum earnings shall be no less than the earnings attainable
from two-year time deposits with interest rates offered by local banks.

(Continued)
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The Group’ s Bank of Taiwan labor pension reserve account balance amounted to
$82,982 at the end of the reporting period. For information on the utilization of the labor
pension fund assets, including the asset allocation and yield of the fund, please refer to
the website of the Bureau of Labor Funds, Ministry of Labor.

Movementsin present value of defined benefit obligations

The movements in present value of defined benefit obligations for the Group for the
years ended December 31, 2020 and 2019, were as follows:

2020 2019
Defined benefit obligation at January 1 $ 163,560 156,919
Benefits paid (22,029) (995)
Current service costs and interest cost 1,843 1,898
Remeasurement of net defined liabilities 7,553 5,738
Defined benefit obligation at December 31 $ 150,927 163,560

Movements of defined benefit plan assets

The movements in the present value of the defined benefit plan assets for the Group for
the years ended December 31, 2020 and 2019, were as follows:

2020 2019
Fair value of plan assets at January 1 $ 95,623 89,417
Remeasurement of net defined liabilities 3,020 3,592
Interest income 751 544
Contribution paid 2,953 3,065
Benefits paid (19,365) (995)
Fair value of plan assets at December 31 $ 82,982 95,623

Expenses recognized in profit or loss

The expenses recognized in profit or loss for the Group for the years ended December 31,
2020 and 2019, were as follows:

2020 2019
Current service costs $ 562 611
Net interest of net liabilities for defined benefit 531 743
Expenses $ 1,093 1,354
(Continued)
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Remeasurements of net defined benefit liability (asset) recognized in other
comprehensive income.

The Company’ s remeasurement of the net defined benefit liability (asset) recognized in
other comprehensive income for the years ended December 31, 2020 and 2019, was as
follows:

2020 2019
Balance on January 1 $ 12,949 10,803
Recognized during the period 4,533 2,146
Balance on December 31 $ 17,482 12,949

Actuarial assumptions
The principal actuarial assumptions at the reporting date were as follows:

December 31, December 31,

2020 2019
Discount rate 0.350 % 0.800%
Future salary increase rate 2.750 % 3.000%

The expected allocation payment to be made by the Group to the defined benefit plans
for the one-year period after the reporting date was $2,848. The weighted-average
duration of the defined benefit plansis 10 years.

Sensitivity analysis

When computing the present value of the defined benefit obligations, the Group uses
judgments and estimations to determine the actuarial assumptions, including discount
rates and future salary changes, as of the financial statement date. Any changes in the
actuarial assumptions may significantly impact the amount of the defined benefit
obligations.

If the actuarial assumptions had changed, the impact on the present value of the defined
benefit abligation shall be as follows:

I nfluences of defined
benefit obligations

Increased 0.25%  Decreased 0.25%

December 31, 2020

Discount rate $ (2,963) 3,053
Future salary increase rate $ 2,902 (2,831)
December 31, 2019

Discount rate $ (3,248) 3,349
Future salary increase rate $ 3,191 (3,111)

(Continued)
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Reasonably possible changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected the defined
benefit obligation by the amounts shown above. Many assumption changes may affect
each other in practice. The method used in the sensitivity analysis is consistent with the
calculation of pension liabilities in the balance sheets.

There were no changes in the method and assumptions used in the preparation of the
sensitivity analysis for 2020 and 2019.

(i) Defined contribution plans

The continuing operations allocate 6% of each employee’ s monthly wages to the labor pension
personal account at the Bureau of Labor Insurance in accordance with the provisions of the
Labor Pension Act. Under these defined contribution plans, the Group contribute a fixed
amount to the Bureau of Labor Insurance without additional legal or constructive obligation.

The Company’ s foreign subsidiaries have defined contribution plans. These plans are funded
in accordance with the regulations of their respective countries. Contributions to these plans
are expensed as incurred without additional legal or constructive obligation.

The Group recognized pension costs under the defined contribution method amounting to

$306,646 and $458,035 for the years ended December 31, 2020 and 2019, respectively,
recorded as operating cost and operating expenses in the statement of comprehensive income.

Income taxes

The details of the Group’ s income tax expenses for the years ended December 31, 2020 and
2019, were asfollows:

2020 2019
Current tax expense $ 496,052 726,224
Deferred tax expense (benefit) 38,118 (75,242)
Income tax expense $ 534,170 650,982
(Continued)
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(i) Reconciliation of income tax expenses and profit before tax for the years ended December 31, 3) Recognized deferred tax assets and liabilities

2020 and 2019, were as follows: _ o
Changes in the amount of deferred tax assets and liabilities for the years ended December

2020 2019 31, 2020 and 2019, were as follows:
Profit before income tax $ 2,478,437 2,913,901 Investment
Income tax cal culated based on domestic tax rate of . ;‘(fg"g‘fed Amortization of
individual entity of the Group 572,620 975,379 under theequity ~ Unrealized  appraised value
. . . . method foreign exchange adjustment of
Overseas investment gains recognized under the equity (overseas) gains intangible assets Others Total
method (171,988) (217,045) Deferred tax liabilities:
Non-taxable income (9,267) (2,265) Balance on January 1, 2020 $ 369,676 24,955 42,184 7,275 444,090
. : Bal December 31, 2020 286,350 95,620 31,701 14,967 428,638
Surtax on unappropriated earnings 18,052 12,974 ance on becember ¥
Investment tax credits accrued (115,878) (118,232) Balance on January 1, 2019 $ 321,168 8,105 343,096 32,928 705,297
Other 138,745 51,049 Disposals of subsidiaries - (724) (272,440) (124) (273,288)
Income tax expense $ 534,170 650,982 Recognized in profit or loss 48,508 17,574 (28,472) (25,529) 12,081
Balance on December 31,2019 $ 369,676 24,955 42,184 7,275 444,090
(iii) Deferred tax assets and liabilities _
Unrealized
. . epegs revenue
1) Unrecognl zed deferred tax liabilities Bad debt Unfunded Losson Deferred from
in excess Loss pension fund Refund inventory granted disposal of
. .. . f tax limit d tributi liabiliti aluati asset: Oth Total
The Company is able to control the timing of the reversal of the temporary differences Deferred tax assets oftexfimit.. carryforward, _contribution. lIabiliies  _valuation . _revenve s = .
aSSOCIated Wlth SJbSl dl Aes _earnl ngS. AISO’ themanagernent con3 dered It prObabIe that Balance on January 1, 2020 $ 39,958 6,525 15,957 187,650 107,202 254,056 27,296 73,215 711,859
the temporary differences will not be reversed in the foreseeable future. Hence, such -
temporary differences were not recognized under deferred tax liabilities. Details were as Recognizedin profit or oss - 4210 (05 5369 (2814 (59797 (3090 3457 __ (53570
follows: Balance on December 31,2020  $__ 39,958 10,735 15,052 193,039 104,388 194,259 24,206 76,652 658,289
D b 1 D b 1 Balance on January 1, 2019 $ 47,018 7,697 16,300 159,382 118,974 185,717 30,386 88,836 654,310
ecember 31, ecember 31, Disposals of subsidiaries 1,173 - - - 1,104 - - 27,49 29,774
2020 2019 (1.173) (L104) (27497 (29774)
Aaqgregate amount of temporary differences related Recognized in profit or loss (5,887) (1,172 (343) 28,268 (10,668) 68,339 (3,090) 11,876 87,323
gtgoei?“/ estments in S.lelr()jl arlZS $ l 025 729 889 807 Balance on December 31,2019  $ 39,958 6,525 15,957 187,650 107,202 254,056 27,296 73,215 711,859
2)  Unrecognized deferred tax assets (iv) The Company’sincome tax returns have been examined by the tax authority through the years
to 2018.

Deferred tax assets have not been recognized in respect of the following items: ] ]
(t) Capital and other equity
December 31, December 31,

2020 2019 (i)  Ordinary shares
Deductible temporary differences $_160.000 164.776 As of December 31, 2020 and 2019, the nominal ordinary shares amounted to $5,500,000. Par
The deductible temporary differences and losses cannot be realized, or there may not be value of each share is $10 (dollars), which means in total there were 550,000 thousand
sufficient taxable profit to utilize after the Group’ s evaluation. Therefore, they were not authorl_zed common shares, Of which 450,898 thogwnd share_s and 448,581 thousand shares,
recognized as deferred tax assets. respectively, were issued. All issued shares were paid up upon issuance.
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Reconciliation of shares outstanding for the years ended December 31, 2020 and 2019, were as
follows:

Ordinary shares
(in thousands of shares)

2020 2019
Balance on January 1 448,581 447,452
I ssuance of restricted stock 2,440 1,820
Retirement of restricted stock (123) (691)
Balance on December 31 450,898 448,581

Capital surplus
The balances of capital surplus were as follows:

December 31, December 31,

2020 2019
Additional paid-in capital $ 759,070 662,230
Employee stock options 259,401 259,401
Restricted employee stock options 169,540 193,599
Long-term investment 379,617 367,815
$ 1,567,628 1,483,045

According to the ROC Company Act, capital surplus can only be used to offset a deficit, and
only the realized capital surplus can be used to increase the ordinary shares or be distributed as
cash dividends. The aforementioned realized capital surplus includes capital surplus resulting
from premium on issuance of capital stock and earnings from donated assets received.
According to the Regulations Governing the Offering and I ssuance of Securities by Securities
Issuers, the capital increase via transferring of the paid-in capital, in excess of par value,
should not exceed 10% of the total common stock outstanding.

Retained earnings

According to the articles of the Company, when allocating the earnings for each year, the
Company shall first offset its losses in previous year and set aside a legal capital reserve at
10% of the earing left over, until the accumulated legal capital reserve has equaled the total
capital of the Company; then set aside a specia capital reserve in accordance with relevant
laws, the balance of the earnings shall combined into an aggregate amount of undistributed
earnings, which shall become the aggregate distributable earnings to be distributed according
to the distribution plan proposed by the board of directors and submitted to the stockholders
meeting for resolution.

The Company is at the growth stage and considers its future cash demand, long-term financial
plans, benefits to stockholders, and balanced dividends. Earnings distribution is made by stock
dividend and cash dividend. The cash dividend shall not be less than 10 percent of the total
dividends and could be adjusted depending on the Company’ s operating condition.

(Continued)
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Legal reserve

If the Company experiences profit for the year, the distribution of the statutory earnings
reserve, either by new shares or by cash, shall be decided at the stockholders' meeting,
and the distribution amount is limited to the portion of legal reserve which exceeds 25
percent of the paid-in capital.

Special reserve

By choosing to apply exemptions granted under IFRS 1 “ First-time Adoption of
International Financial Reporting Standards’ during the Company’ s first-time adoption
of the International Financial Reporting Standards endorsed by the FSC, retained
earnings increased by $97,300 by recognizing the cumulative tranglation adjustments
(gains) on the adoption date as deemed cost. In accordance with Ruling No. 1010012865
issued by the FSC on April 6, 2012, the increase in retained earnings due to the first-time
adoption of IFRSs shall be reclassified as special reserve, and when the relevant asset is
used, disposed of, or reclassified, this special reserve, shall be reversed as distributable
earnings proportionately. As of December 31, 2020 and 2019, the carrying amount of

special reserve both amounted to $97,300.

In accordance with the guidelines of the above Ruling, a portion of current-period
earnings and undistributed prior-period earnings shall be reclassified as special earnings
reserve during earnings distribution. The amount to be reclassified should be equa to
the difference between the total net current-period reduction of special earnings reserve
resulting from the first-time adoption of IFRSs and the carrying amount of other
stockholders' equity as stated above. Similarly, a portion of undistributed prior-period
earnings shall be reclassified as specia earnings reserve (which does not qualify for
earnings distribution) to account for cumulative changes to other stockholders equity
pertaining to prior periods due to the first-time adoption of IFRSs. Amounts of
subsequent reversals pertaining to the net reduction of other stockholders equity shall
qualify for additional distributions.

Earnings distribution

On June 23, 2020 and June 18, 2019 the stockholders’ meeting resolved the distribution
of earnings for 2019 and 2018, respectively. The distribution were both NT$2.4 (dollars)

per share, which amounted to $1,076,876 and $1,072,341, respectively.

(Continued)
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(u) Share-based payment

(i) Employee stock options and share-based payment

1)

As at December 31, 2020, the Group had share-based payment arrangements as follows:

Employee stocks
ownership plans

September 2017
Grant date September 29, 2017
Exercise price CNY$1.1952
Granted units (thousand) 40,310
Service period 15 years
Vesting period 12 months after

Tymphany Huizhou
listed

The Group measured the fair value of the aforementioned share-based payment. The
measurement basis of the fair value was as follows:

I ssnance
of ordinary
sharesfor
employee stocks
September 2017
Exercise price CNY$1.1952
Expected time until expiration (years) 0.26
Stock price per share CNY$1.7784
Expected volatility of stock price 37.53%
Expected dividend rate -
Risk-free interest rate 3.17%

(i) Restricted stock

1)

Grant date

Fair value on grant
date (per share)

Exercise price

Granted units
(thousand shares)

Vesting period

As of December 31, 2020, the outstanding restricted stock of the Company was as

follows:
Plan 3 (note 1) Plan 4 (note 1) Plan 5 (note 1) Plan 6 (note 1)
February 13, 2017 September 7, 2017 February 8, 2018 September 13,2018  November 21,2019  February 20, 2020 July 30, 2020
45.80 72.40 76.70 46.85 64.30 53.20 41.75
Free grants Free grants Free grants Free grants Free grants Free grants Free grants

2,450 550 1,100 900 1,820 180 2,260

1~3years 1~3 years 1~3years 1~3years 1~3years 1~3 years 1~5 years
(note 2) (note 2) (note 2) (note 2) (notes 2 and 4) (note 2) (notes 2, 3,4 and 5)

(Continued)

57

PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES
Notesto the Consolidated Financial Statements

Note 1. Plan 3 was resolved by the stockholders’ meeting held on June 20, 2016, and has been
registered with and approved by the Securities and Futures Bureau of the FSC. The
board of directors' meeting resolved to issue 2,450 thousand shares and 550 thousand
shares on January 23 and August 10, 2017, respectively.

Plan 4 was resolved by the stockholders' meeting held on May 25, 2017, and has been
registered with and approved by the Securities and Futures Bureau of the FSC. The
board of directors' meeting resolved to issue 1,100 thousand shares and 900 thousand
shares on January 31 and August 10, 2018, respectively.

Plan 5 was resolved by the stockholders' meeting held on June 18, 2019, and has been
registered with and approved by the Securities and Futures Bureau of the FSC. The
board of directors' meeting resolved to issue 1,820 thousand shares and 180 thousand
shares on November 12, 2019 and February 18, 2020, respectively.

Plan 6 was resolved by the stockholders’ meeting held on June 23, 2020, and has been
registered with and approved by the Securities and Futures Bureau of the FSC. The
board of directors’ meeting resolved to issue 2,260 thousand shares on July 30, 2020.

Note 2: If the employees continue to provide service to the Company and meet the prior year's
performance indicator, 30%, 30% and 40% shall be vested in the first year, second
year and third year, respectively, after the grant date.

Note 3: If the employees continue to provide service to the Company and meet the prior year’s
performance indicator, 50% of the restricted stock shall be vested in the first year after
the grant date, and the remaining 50% shall be vested in the second year after the grant
date.

Note 4: If the employees continue to provide service to the Company and meet the prior year’s
performance indicator, the restricted stock shall be vested in the first year after the
grant date.

Note5: If the employees continue to provide service to the Company and meet the prior year's
performance indicator, 15%, 15%, 20%, 20% and 30% shall be vested in the first year,
second year, third year, fourth year and fifth year, respectively, after the grant date.

The restricted stock is kept by atrust, which is appointed by the Company, beforeitis
vested. These shares shall not be sold, pledged, transferred, gifted, or, by any other
means, disposed of to third parties during the custody period. The voting rights of
these shares are executed by the custodian, and the custodian will act based on law and
regulations. If the shares remain unvested after the vesting period, the Company will
cancel the unvested shares thereafter.

(Continued)
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2) Thereated information on restricted stock of the Company was as follows:

(Thousand shares)
Outstanding on January 1
Granted during the year
Vesting during the year
Expired during the year
Outstanding on December 31

(iii) Expenses attributable to share-based payment were as follows:

Employee stock options
Restricted stock
Total

Earnings per share

(i) Basic earnings per share

58

2020 2019
3,816 3,316
2,440 1,820
(2,017) (1,158)
(136) (162)
4,103 3,816

2020 2019
16,629 14,128
117,593 61,099
134,222 75,227

The calculation of basic earnings per share for the years ended December 31, 2020 and 2019,
based on the profit attributable to owners of parent of the Company and the weighted-average

number of ordinary shares outstanding was as follows:

Profit attributable to owners of parent
Weighted-average number of ordinary shares (thousand

shares)

Basic earnings per share (NT dollars)

Weighted-average number of ordinary shares (thousand shares)

Ordinary shares at January 1
Vesting of restricted stock
Ordinary shares at December 31

2020 2019
1,919,265 2,134,870
445,829 444 465
4.30 4.80

2020 2019
444,765 443,607
1,064 858
445,829 444 465
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(ii) Diluted earnings per share

59

The calculation of diluted earnings per share for the years ended December 31, 2020 and 2019,
based on the profit attributable to owners of parent of the Company and the weighted average
number of ordinary shares outstanding after adjustment for the effects of all dilutive potential

ordinary shares was as follows:

2020 2019
Profit attributable to owners of parent $ 1,919,265 2,134,870
Weighted-average number of ordinary shares (diluted)

(thousand shares) 449 909 447,663
Diluted earnings per share (NT dollars) $ 4.27 4.77
Weighted-average number of ordinary shares (diluted) (thousand shares)

2020 2019
Weighted-average number of ordinary shares on December

31 (basic) 445,829 444,465
Estimated effect of employee stock bonuses 1,935 1,462
Effect of restricted stock 2,145 1,736
Weighted-average number of ordinary shares on December

31 (diluted) 449,909 447,663

(w) Revenue from contracts with customers
Disaggregation of revenue
2020
Computer Non-computer
Peripherals Peripherals Total
Goods sold $ 26,182,559 40,001,770 66,184,329
Service rendered 108,735 1,947,875 2,056,610
$ 26,291,294 41,949,645 68,240,939
2019
Computer Non-computer
Peripherals Peripherals Total
Goods sold $ 22,646,176 54,869,147 77,515,323
Service rendered 232,096 2,902,189 3,134,285
$ 22,878,272 57,771,336 80,649,608
(Continued)
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2020 2019
Mainland China $ 28,628,366 31,841,538
Europe 14,745,306 23,267,214
America 20,826,899 23,186,378
Other 4,040,368 2,354,478
$ 68,240,939 80,649,608

(i) Contract balances
December 31, December 31, January 1,

2020 2019 2019

Notes and accounts receivable $ 13,819,185 19,453,551 16,967,755
(including related parties)

Less: allowance for impairment (42,155) (75,725) (45,467)
$ 13,777,030 19,377,826 16,922,288
Contract liabilities (classified asother  $ 226,063 133,028 106,018

current liabilities)

For details on accounts receivable (including related parties) and allowance for impairment,
please refer to note 6(e).

The amount of revenue recognized for the years ended December 31, 2020 and 2019 that were
included in the contract liability balance at the beginning of the period were $107,344 and
$84,909, respectively.

The contract liabilities primarily relate to the advance consideration received from contracts
with goods sold, for which revenue is recognized when products are delivered to customers.

Employee’s and directors’ and supervisors' remuneration

In accordance with the Articles of incorporation, the Company should contribute 2 to 10 percent of
the profit as employee remuneration and less than 2 percent as directors remuneration when thereis
profit for the year. However, if the Company has accumulated deficits, the profit should be reserved
to offset the deficit. The recipients of shares and cash may include the employees of the Company’ s
affiliated companies who meet certain conditions.

Details of remuneration to employees and directors for the years ended December 31, 2020 and 2019
were as follows:

2020 2019
Employee remuneration $ 72,645 75,526
Directors remuneration 36,323 37,763
$ 108,968 113,289
(Continued)
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The estimated amounts mentioned above are calculated based on the net profit before tax, excluding
the remuneration to employees, directors and supervisors of each period, multiplied by the
percentage of remuneration to employees, directors and supervisors as specified in the Company’ s
articles. These remunerations were expensed under operating costs or operating expenses during
each period. The differences between the amounts distributed and those accrued in the financial
statements, if any, are accounted for as changes in accounting estimate and recognized as profit or
lossin the distribution year.

The differences between the amounts approved in the directors meeting and those recognized in the
financial statements for the distributions of earnings for 2019 and 2018 were as follows:

2019
Actual Accrued in
earnings thefinancial
distributed statement Difference
Employee remuneration—Cash $ 75,520 75,526 6
Director’ s remuneration 26,430 37,763 11,333
2018
Actual Accrued in
earnings the financial
distributed statement Difference
Employee remuneration—Cash $ 64,430 64,439 9
Director’s remuneration 32,200 32,219 19

Except for the difference on the director’ s remuneration in 2019, which was due to a voluntary pay
cut of directors, the other differences were accounted for as changes in accounting estimates and
recognized as profit or loss in the years 2020 and 2019. Information on the remuneration to
employees and directors, approved in the board of directors' meetings, can be accessed in the Market
Observation Post System website.

Other income

The details of other income were as follows:

2020 2019
Rent income $ 9,431 5,798
Dividend income 191 214
Other 3,505 2,948
$ 13,127 8,960

(Continued)
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Other gains and losses

The details of other gains and losses were as follows:

62

2020 2019
Net losses on financial asset/liabilities measured at FVTPL $ (115,752) (6,247)
Impairment losses of property, plant and equipment (56,507) -
Losses on disposal of investments - (275,306)
Foreign currency exchange gains, net 589,985 318,195
Net gains (losses) on disposal of property, plant and equipment (116,532) 34,144
Impairment losses of investments accounted for using equity (279,716) -
method

Other 271,133 170,668

$ 292,611 241,454

Financia instruments
(i) Creditrisk
1)  Credit risk exposure

The carrying amount of financial assets represents the maximum amount exposed to

credit risk.

2)  Concentration of credit risk

For information on the Group's concentration of credit risk, please refer to note 6(ab).

(i) Liquidity risk

The following table shows the contractual maturities of financial liabilities, including

estimated interest payments:

Carrying Contractual Within 1 Over 5
amount cash flows year 1~-2years 2~5years years
December 31, 2020
Non-derivative financial liabilities:
Short-term borrowings $ 905,059 905,704 905,704 - - -
Notes and accounts payable 19,001,057 19,001,057 19,001,057 - - -
Other payables 3,013,224 3,013,224 3,013,224 - - -
Salaries payable 1,131,626 1,131,626 1,131,626 - - -
Leaseliabilities 1,252,919 1,569,900 314,226 274,753 403,365 577,556
Refund liabilities 1,421,407 1,421,407 1,421,407 - - -
Long-term borrowings 755,459 781,146 85,851 250,101 445,194 -
Guarantee deposits 12,225 12,225 - - - 12,225
Derivative financial liabilities: 432,171 - - - - -
Ouitflow - 4,601,941 4,601,941 - - -
Inflow - (4,169,770) _(4,169,770) - - -

$_ 27,925,147 28,268,460 26,305,266 524,854

848,559 589,781

(Continued)
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Carrying Contractual Within 1 Over 5
amount cash flows year 1-2years 2~5years years

December 31, 2019
Non-derivative financial liabilities:

Short-term borrowings $ 1,092,126 1,097,788 1,097,788 - - -
Notes and accounts payable 23,744,889 23,744,889 23,744,889 - - -
Other payables 3,983,258 3,983,258 3,983,258 - - -
Salaries payable 1,522,052 1,522,052 1,522,052 - - -
Leaseliabilities 1,474,353 1,846,922 326,913 288,479 616,391 615,139
Refund liabilities 1,552,275 1,552,275 1,552,275 - - -
Long-term borrowings 178,306 187,378 32,429 154,949 - -
Guarantee deposits 240,054 240,054 - - - 240,054
Derivative financial liabilities: 207,211 - - - - -
Outflow - 807,886 807,886 - - -
Inflow - (598,600)  (598,600) - - -

$_ 33,994,524 34,383,902 32,468,890 443,428

616,391 855,193

The Group does not expect that the cash flows included in the maturity analysis could occur

significantly earlier or at significantly different amounts.

(iii) Currency risk

1) Exposureto foreign currency risk

The Group’ s significant exposure to foreign currency risk was as follows:

December 31, 2020

December 31, 2019

Foreign  Exchange Foreign  Exchange
currency rate TWD currency rate TWD

Einancial assets

Monetary items

USD:CNY $ 702,844 6.5249 20,036,689 850,418 6.9762 25,602,688

USD:HKD 334,958 7.7526 9,548,984 533,753 7.7878 16,069,164

USD:TWD 383,595 28.5080 10,935,538 347,369 30.1060 10,457,877

EUR:CZK 9,948 26.4220 348,783 15,073 25.4167 508,382

USD:CZK 5,347 21.4820 152,421 11,589 22.6820 348,898

USD:THB 18,653 30.0500 531,753 - - -
Einancial liabilities

Monetary items

USD:CNY $ 519,840 6.5249 14,819,609 630,146 6.9762 18,971,177

USD:HKD 284,168 7.7526 8,101,051 491,571 7.7878 14,799,238

USD:TWD 500,374 28.5080 14,299,486 455,443 30.1060 13,711,557

EUR:CZK 6,624 26.4220 232,256 14,511 25.4167 489,427

USD:THB 26,614 30.0500 758,706 - - -
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2)  Sensitivity analysis

The Group’ s exposure to foreign currency risk arises from the translation of the foreign
currency exchange gains and losses on cash and cash equivalents, notes and accounts
receivable, other receivables, derivative financial instruments, loans and borrowings,
notes and accounts payable, and other payables that are denominated in foreign currency.
A weakening (strengthening) of 5% of the TWD, CNY, HKD, CZK and THB against the
USD as well as CZK against the EUR as of December 31, 2020 and 2019, would have
increased or decreased the net profit before tax by $168,895 and $250,781, respectively.
The analysisis performed on the same basis for both periods.

Since the Group has many kinds of functional currency, the information on foreign
exchange gain (loss) on monetary items is disclosed by total amount. For the years
ended December 31, 2020 and 2019, foreign exchange gain (including realized and

unrealized portions) amounted to $589,985 and $318,195, respectively.
Interest rate analysis

Please refer to the note on liquidity risk management and interest rate exposure of the Group’s
financial assets and liabilities.

The following sensitivity analysis is based on the exposure to the interest rate risk of non-
derivative financial instruments on the reporting date. Regarding assets and liabilities with
variable interest rates, the analysis is based on the assumption that the amounts of liabilities
outstanding at the reporting date was outstanding throughout the year. The rate of change is
expressed as the interest rate increases or decreases by 0.25% when reporting to management
internally, which also represents the Group management’ s assessment of the reasonably
possible interest rate change.

If the interest rate had increased or decreased by 0.25%, and assumed all other variables
remain constant, the profit before tax would have increased or decreased by $15,507 and
decreased or increased by $13,751 for the years ended December 31, 2020 and 2019,
respectively. Thisis mainly due to borrowings and bank savings with variable interest rates.

(Continued)
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Fair value
1) Kindsof financial instruments and fair value

The carrying amount and fair value of the Group’ s financial assets and liabilities,
including the information on fair value hierarchy were as follows; however, for financial
instruments not measured at fair value whose carrying amount is reasonably close to the
fair value, and lease liabilities, disclosure of fair value information is not required:

December 31, 2020

Fair Value
Carrying
amounts Level 1 Level 2 Level 3 Total
Financial assetsat FVTPL —current $ 313,758 - - 313,758 313,758
Financial assetsat FVOCI —
non-current $ 121,672 - - 121,672 121,672
Financial assets measured at
amortized cost:
Cash and cash equivalents $ 6,935,353
Financial assets at amortized cost
—current 855,238
Notes and accounts receivable
(including related parties) 13,777,030
Other receivables 1,349,362
Refundable deposits 119,092
Total $ 23,036,075
Financial liabilitiesat FVTPL —
current $ 432,171 - - 432,171 432,171
Financial liabilities measur ed at
amortized cost:
Borrowings $ 1,660,518
Notes and accounts payable 19,001,057
Other payables 3,013,224
Salaries payable 1,131,626
Lease liabilities 1,252,919
Refund liabilities 1,421,407
Guarantee deposits 12,225
Total $ 27,492,976
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The Group uses the following methods in determining the fair value of its financia
instruments without a quoted price in an active market:

a) The fair value of derivative instruments is based on quoted prices. When quoted
prices are unavailable, the fair value is estimated on the basis of the contract’ s spot
exchange rate and swap point.

b) Financial assets at FVOCI — non-current are investments in domestic or foreign
non-listed stock. The estimated fair value is based on the market approach of
comparable business and adjusted for the lack of liquidity. When prices are

unavailable, the fair value is estimated on the basis of unadjusted prior trade prices.

3) In 2020 and 2019, there were no transfers between Levels.
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December 31, 2019
Fair Value
Carrying
amounts Level 1 Level 2 Level 3 Total
Financial assetsat FVTPL —current $ 187,016 - - 187,016 187,016
Financial assetsat FVOCI —
non-current $ 106,535 - - 106,535 106,535
Financial assets measured at
amortized cost:
Cash and cash equivalents $ 6,700,510
Notes and accounts receivable
(including related parties) 19,377,826
Other receivables 1,049,016
Refundable deposits 114,923
Total $ 27,242,275
Financial liabilitiesat FVTPL —
current $ 207,211 - 207,211 207,211
Financial liabilities measured at
amortized cost :
Borrowings $ 1,270,432
Notes and accounts payable 23,744,889
Other payables 3,983,258
Salaries payable 1,522,052
Leaseliahilities 1,474,353
Refund liabilities 1,552,275
Guarantee deposits 240,054
Total $ 33,787,313

2)

Fair value valuation techniques for financial instruments measured at fair value

If afinancial instrument has a quoted price in an active market, the quoted price is used
as fair value. The quoted price of afinancial instrument obtained from major exchanges
and over-the counter markets are the basis used to determine the fair value of a listed
company’s stock and the quoted pricesin an active market.

A financia instrument is regarded as being quoted in an active market if quoted prices
are readily and regularly available from an exchange, dealer, broker, industry group,
pricing service or regulatory agency and those prices represent actual and regularly
occurring market transactions on an arm’ s-length basis. If these conditions can not be
reached, then the market is non-active. In general, a market with low trading volume or
high bid-ask spreadsis an indication of a non-active market.

(Continued)

4)  Reconciliation of Level 3 fair values
2020 2019
FVTPL FVOCI Total FVTPL FVOCI Total

Balanceon January1l  $ (20,195) 106,535 86,340 95,628 35,351 130,979
Recognized in profit or loss (115,752) (115,752) (6,247) - (6,247)
Recognized in other

comprehensive income - (13,757) (13,757) - 39,927 39,927
Acquisition /disposal 17,534 28,894 46,428 (109,576) 31,257 (78,319)
Balance on December 31 $ (118,413) 121,672 3,259 (20,195) 106,535 86,340

5)

Quantified information on significant unobservable inputs (Level 3) used in fair value
measurement

The fair value measurements of the Group which are categorized within level 3 are
classified as financial assets and liabilities at FVTPL — derivative financia instruments
and financial assets at FVOCI — equity securities. The quantitative information about
significant unobservable inputs was as follows:

I nter-relationships
between significant

Valuation Significant unobservable inputs
Item technique unobservable inputs and fair value
Financial assets at (note 1) (note 1) (note 1)
FVOCI — equity
investment without an
active market
Financial assets and (note 2) (note 2) (note 2)

liabilities at FVTPL

note 1: The fair value is based on the market value, and it has considered the recent
financing activities, comparable business, market and other economic conditions
etc., to determine the assumptions. Also, the significant unobservable inputs are
marketability discount, but any changes of marketability discount would not
result in significant potential financial impact, therefore there is no need to show
the quantified information on it.
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note 2: The fair value is based on the quotation of athird party, therefore there is no need
to show the sensitivity analysis of unobservable inputs.

(ab) Financial risk management

(i)

(i)

(iii)

Briefings

The Group is exposed to the following risks arising from financial instruments:
1) Creditrisk

2)  Liquidity risk

3) Market risk

This note presents information on exposure to each of the above risks and on the objectives,
policies, and processes for measuring and managing risk. For detailed information, please
refer to the related notes on each risk.

Structure of risk management

The Group’ s risk management policies are established to identify and analyze the risks faced
by the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to
limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Group’s activities. The Group, through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment
in which all employees understand their roles and obligations.

The Company’ s board of directors oversees the management’ s monitoring of the Group’s risk
management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The board of directorsis assisted in its
oversight role by an internal auditor. The internal auditor undertakes both regular and ad hoc
reviews of risk management controls and procedures, the results of which are reported to the
board of directors.

Credit risk

Credit risk is the risk of financia loss to the Group if a customer or a counterparty to a
financia instrument fails to meet its contractual obligations and arises principally from the
Group’ s cash and cash equivalents; notes and accounts receivables (including related parties),
and other receivables; and derivative instruments.

1) Cash and cash equivaents

The Group had deposited $7,534,707 (including restricted deposits) in HSBC Bank and
14 other financial institutions, and $6,483,877 (including restricted deposits) in HSBC
Bank and 11 other financial institutions, representing 16% and 12% of total assets, as of
December 31, 2020 and 2019, respectively. The Group believes that there is no
significant credit risk from the above-mentioned financial institutions.

(Continued)
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2)  Notes and accounts receivable

Sales to individual customers constituting over 10% of total revenue for the years ended
December 31, 2020 and 2019, totaled 24% and 33%, respectively; also 23% and 34%,
respectively, of the ending balance of accounts receivable (including related parties)
were accounted for by those customers. In order to reduce credit risk, the Group assesses
the financial status of each customer and the possibility of collection of receivables on a
regular basis. The above-mentioned customers are profitable and have a good credit
record; hence, the Group did not suffer any significant credit loss from those customers
during the financial reporting period.

3) Derivativeinstruments

The Group entered into derivative instrument contracts with reputable and creditworthy
financia institutions. The Group believes that the risk that these financial institutions
may default on these contractsis relatively low and anticipates no significant credit loss.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Group’ s approach to managing liquidity is to ensure, as far as possible, that it
always has sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptabl e |osses or risking damage to the Group’ s reputation.

The Group manages sufficient cash and cash equivalents so as to cope with its operations and
mitigate the effects of fluctuations in cash flows. The Group had unused credit line of
$25,095,470 and $20,115,842 as of December 31, 2020 and 2019, respectively.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates, and equity prices, will affect the Group’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return.

1) Currency risk

The Group is exposed to currency risk on sales, purchases, and borrowings that are
denominated in a currency other than the respective functional currencies of the Group’s
entities, primarily the TWD, USD, HKD, CNY, CZK and THB. These transactions are
denominated in USD.

The Group uses forward exchange contracts and foreign exchange swap contracts to
hedge its currency risk. The Group makes performance reports and reviews operating
strategy regularly, and believes that there is no significant risk because the gains or losses
from exchange rate fluctuation will mostly be offset by the hedged item.

(Continued)
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2) Interest raterisk

The Group’s main assets and liabilities with a floating-interest-rate basis are deposits and
borrowings. The Group believes that cash flow risk arising from interest rate fluctuation
isinsignificant.

Capital management

The board’ s policy is to maintain a strong capital base so as to maintain investor, creditor, and
market confidence, and to sustain future development of the business. Capital consists of ordinary
shares, capital surplus, retained earnings, other equity, and non-controlling interests.

The Group sets its objectives for managing capital to safeguard the capacity to continue to operate,
to continue to provide a return to stockholders, to safeguard the interest of related parties, and to
maintain an optimal capital structure to reduce the cost of capital.

The Group’s debt ratio as of December 31, 2020 and 2019, were 67% and 73%, respectively.
Changes of liabilities from financing activities

Reconciliation of liabilities arising from financing activities was as follows:

January 1, Non-cash  December

2020 Cash flows  changes 31, 2020
Short-term borrowings $ 1,092,126 (187,067) - 905,059
Long-term borrowings 178,306 577,153 - 755,459
Lease liabilities 1,474,353 (287,843) 66,409 1,252,919
Total liabilities from financing activities $ 2,744,785 102,243 66,409 2,913,437

January 1, Non-cash  December

2019 Cash flows  changes 31, 2019
Short-term borrowings $ 1,202,565 125,268 (235,707) 1,092,126

L ong-term borrowings 306,563 88,002 (216,259) 178,306
Lease liabilities 1,684,460 (249,186) 39,079 _ 1,474,353
Total liabilities from financing activities $ 3,193,588 (35,916) (412,887) 2,744,785

Supplementary information of cash flow

() The Group’s cash flow used in acquisition of property, plant and equipment were $3,089,333
and $3,559,181, respectively, wherein cash payment for payables on equipment and the
increase of payables on equipment amounted to $867,610 and $680,782 for the years ended
December 31, 2020 and 2019, respectively.

(ii) For the year ended December 31, 2020, the Group’ s disposal of property, plant and equipment
included the written off of the unamortized deferred revenue of equipment subsidy amounted
to $767,967.

(Continued)
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(7) Related-party transactions:

@

(b)

Names and relationship of the related parties

The followings are entities that have had transactions with related party during the periods covered
in the consolidated financial statements.

Name Relationship

Specialty Technologies, LLC (Specialty) Substantive related party
De Amertek Corporation, Inc. (DAC) Substantive related party(note)
General Rich International S.A. (GRI) Substantive related party(note)

Note: In July 2019, the Group lost its control over AIC. Hence, AIC was no longer included in the
Group’ s consolidated financial statements. Therefore, its transactions related to DAC and GRI
need not be disclosed thereafter.

Significant transactions with related parties
(i) Sdes

The amounts of significant sales by the Group to related parties and the outstanding bal ances
were as follows:

Sales Notes and accountsreceivable
December 31, December 31,
2020 2019 2020 2019
Other related parties $ 579,656 697,929 198,189 180,471

There were no significant differences in the selling prices between the related parties and other
customers. The trading terms offered to other related parties were 90 days and 140 days, and
the trading terms to other customers were 45 daysto 120 days.

(i) Purchase

The amounts of purchase by the Group from its related parties and the outstanding bal ances
were as follows:

Purchase Notes and accounts payable
December 31, December 31,
2020 2019 2020 2019
Other related parties $ - 53,128 -

There were no significant differences in the purchasing price between the related parties and
other vendors. The payment terms of other related parties and other vendors were 140 days and
30 days to 120 days, respectively.
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(c) Key management personnel compensation
Key management personnel compensation comprised:
2020 2019
Short-term employee benefits $ 179,688 199,261
Post-employment benefits 871 3,542
Share-based payments 63,910 26,655
$ 244,469 229,458
Please refer to note 6(u) for information related to share-based payments.
(8) Pledged assets:
The carrying amounts of pledged assets were as follows:
December 31, December 31,
Pledged assets Pledged to secure 2020 2019
Other current assets — restricted assets Guarantee |etters issued by bank $ - 1,079
Other non-current assets — restricted assets Guarantee letters issued by bank $ 57,763 57,757
Property, plant and equipment Loan collateral 908,305

(99 Commitmentsand contingencies:

(@

(b)
(©

(d)

The Group’ s unused letters of credit for guarantee of purchasing materials and borrowings were as
follows:

December 31, December 31,
2020 2019
$ - 301,060

For the detail of the Group’ s guarantee, please refer to note 13.

The following are savings accounts provided by the Group to the bank in order for the bank to issue
a guarantee letter to customs and Power Supply Bureau as guarantee deposits and power supply
guarantee, respectively.

December 31, December 31,
2020 2019
Guarantee letters $ 63,012 175,716

Guarantee notes provided as part of agreements with banks to sell accounts receivable and to acquire
long-term borrowings were as follows:

December 31, December 31,
2020 2019
Sales of accounts receivable $ 1,232,245 519,329
L ong-term borrowings $ 3,135,880 400,000
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(e) Theaggregate unpaid amounts of contracts pertaining to the purchase of equipment were as follows:

December 31, December 31,
2020 2019
Property, plant and equipment $ 877,391 1,157,819

(10) LossesDueto Major Disasters: None
(11) Subsequent Events. None
(12) Other:

A summary of employee benefit, depreciation, and amortization expenses by function, is as follows:

By function 2020 2019
Operating | Operating Operating | Operating

By item cost expenses Total cost expenses Total
Employee benefits

Salaries 3,933,778 3,450,411 | 7,384,189 | 5,094,034 | 3,835,741| 8,929,775

Labor and health insurance 111,850 175,080 286,930 131,435 191,893 323,328

Pension 179,844 127,895 307,739 315,243 144,146 459,389

Others 156,236 191,547 347,783 205,875 215,363 421,238
Depreciation 1,817,110 192,283 | 2,009,393 1,719,974 173,328 | 1,893,302
IAmortization 26,505 193,275 219,780 11,058 285,495 296,553

(13) Other disclosures:

(&8 Information on significant transactions:

The followings were the information on significant transactions required by the Regulations for the

Group:

(i) Loansto other parties:

Highest
balance Collateral
of financing Actual Purposes of | Transaction
to other usage Range of fund amount for | Reasons Maximum
parties amount interest financing business for Allowance Individual | limit of
Nameof | Nameof | Account | Related | duringthe| Ending |duringthe|ratesduring| for the [between two(short-term| for bad funding fund
Number| lender | borrower name party period balance | period | theperiod | borrower parties | financing debt Item | Value | loan limits | financing
1 |PKs1 The Other Y 330,101 293440| 293,440 0 I’\‘@ﬂto - Operating - - - 807,941 807,941
: oan to other h
Company  |receivables berties capital
2 [Tymphany [TYM HK [Other ” 91,334 - - 0 " - " - - 1,116,539 | 2,233,078
Huizhou receivables

Note 1: After the approval from the Board of directors, the loan provided to an individual entity shall not exceed the net worth of PKSL in the latest financia statements to its
parent company, and aso to subsidiaries wherein its parent owns 100%, directly and indirectly, of its voting shares. Also, the criterion for the amount available for
financing is the same as that offered to an individual entity mentioned above.

Note 2: Due to the short-term financing need, the loan provided to an individual entity shal not exceed 20% of the net worth of Tymphany Huizhou in its latest financial
statements. However, the amount available for financing shall not exceed 40% of the net worth of Tymphany Huizhou in its latest financial statements.

Note 3:  The above transactions have been eliminated during the preparation of the consolidated Financial statements.
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)  Guarantees and endorsements for other parties:
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TWD$300 million or 20% of the Company’s paid-in capital:
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Individual securities acquired or disposed of with accumulated amount exceeding the lower of

Ratio of
accumulated
Counter-party of amounts of
guarantee and Limitation on Highest Balance of guarantees Parent Subsidiary |Endorsements/
endor sement amount of balancefor | guarantees Property and company |endorsements/ | guaranteesto
guarantees | guarantees and Actual pledged for | endorsementd Maximum |endorsements/| guarantees | third parties
and and endorsements| usage guarantees | tonet worth | amount for | guaranteesto |tothird partied on behalf of
Relationship| endor sements|endor sements| asof amount and of thelatest | guarantees | third parties | on behalf of | companiesin
Name of with the | for a specific during reporting |during thelendorsements| financial and on behalf of parent Mainland
No.|guarantor| Name | Company | enterprise the period date period (Amount) statements |endorsements| subsidiary company China
0 [The PCH2 Thbe'd' ‘ 3,986,350 303,300 285,080 1,622 - 215% 10,630,267 Y N Y
subsidiary of
Company Primax HK
land Primax
[Tech.
1 [Tymphany [TYM UK The_ X 1,674,809 6,907 6,795 6,795 - 0.12 % 4,466,157 N N N
Huizhou ubsidiary of
TYM
JAcoustic HK

(i

Note 1: The amount of the guarantee to a company shall not exceed 30% of the Company’s net worth in the latest financial statements. The total amount of the guarantee to
total company shall not exceed 80% of the Company’s net worth in the latest financial statements.

Note 2: The amount of the guarantee to a company shall not exceed 30% of the Tymphany Huizhou' s net worth in the latest financia statements. The total amount of the
guarantee to total company shall not exceed 80% of the Tymphany Huizhou's net worth in the latest financial statements.

Note 3: The above counter-parties of guarantee and endorsement are subsidiariesincluded in the consolidated financia statements.

i) Securities held as of December 31, 2020 (excluding investment in subsidiaries, associates and
joint ventures):

Security Relationship| _Beginning Balance Purchases Sales Ending Balance
Name of typeand counter- | with the Shares Shares Shares Gain (loss)| Shares
company name Account party company |(thousands)] Amount |(thousands)] Amount |(thousands)| Price Cost on disposal |(thousands)] Amount
PCH2 Money Financia Initial None - - - 1,196,216 - 1,192,438 1,190,757 (3,778) - -
market fundassets at Offerings (note 2)
of RMB FVTPL
PCQ1 Money n " " - - - 550,056 - 548,937 | 548,258 (1,119) - -
market fund| (note 2)
of RMB
PKS1 Money ” " ” - - - 69,440 - 69,726 69,445 286 - -
market fund| (note 2)
of RMB
 The Company [Primax I nvestment " Subsidiary 10,100 286,269 10,000 301,000 - - - 20,100 | 451,425
Singapore  [accounted for (note 1)
using equity
method
Tymphany TYM " ” ” 185,536 | 1,190,387 232,554 903,000 - - - 418,090 | 2,402,172
Huizhou IAcoustic (note 1)
HK
TYM Acoustic|TYTH ” " " 1,500 55,387 3,150 395,865 - - - 4,650 427,843
HK (note 1)

Compan h Highest balance
End'?ngy Ending balance dugring theyear
i?cj]ciﬂge Security type Relationship Account Shares/Units | Carrying | Percentage of Fair Shares/Units | Percentage of Note

securities and name with company (thousands) value [ownership (%) value (thousands) | ownership (%)

The Shares:

ICompany

Green Rich - Financial assets at 359 - 3.59 - 359 3.59
 Technology Co., FVOCI
Ltd.
WK Technology - " 161 1,263 0.38 1,263 161 0.38
Fund IV LTD.
Changing - " 202 6,002 1.48 6,002 202 1.54
Information
Technology Inc.
Formosoft - " 11 - 041 - 11 0.41
International Inc.
Syntronix Corp. - " 7 49 0.02 49 7 0.02
Ricavision - " 917 - 2.04 - 917 2.04
International Inc.
Grove Ventures, - " - 60,722 2.73 60,722 - 2.73
L.P.
Grove Ventures|l, - " - 26,227 3.25 26,227 - 3.82
L.P.

94,263

Primax  [Shares:

Tech.

Echo. Bahn. - Financial assets at 400 - 11.90 - 400 11.90
FVOCI
WK Global - ” 361 27,409 1.32 27,409 361 1.32
Investment 111 Ltd.
27,409

(Continued)

Note 1: The difference between amounts of ending balance and purchasing price is recognized as profit or loss accounted for using equity method and exchange differences on
trandation.
Note 2: Gains on disposal include valuation and exchange differences on translation.

(V)

20% of the Company’sissued capital: None

(vi)

20% of the Company’sissued capital: None

(vii)

TWD$100 million or 20% of the Company’ s issued capital:

Acquisition of individual real estate with amount exceeding the lower of TWD$300 million or

Disposal of individual real estate with amount exceeding the lower of TWD$300 million or

Related-party transactions for purchases and sales with amounts exceeding the lower of

Transactionswith terms different Notes/Accountsreceivable
Transaction details from others (payable)
Per centage of
total
Per centage of notes/accounts
Name of Related Nature of Purchase/ total Payment Ending receivable
company party relationship Sale Amount__[purchases/sales| terms Unit price Payment terms | balance (payable) Note
The Company [PCH2 IThe subsidiary of |Purchase 22,349,010 68 % 60 days [Priceagreedby [Thesameas (7,583,716) (65)% note 1
Primax HK both side lgeneral purchasing
” PKS1 ” Purchase 2,230,988 7 % " ” " (1,360,975)| (12)% note 1
note 2
" PCQ1 " Purchase 7,476,859 23 % " " " (2,803,152) (24)% note 1
" Polaris IThe subsidiary of |(Sale) (3,429,061) (10) % 90 days " IThe same as 380,107 5% "
Primax Tech. general selling
” Primax IThe subsidiary of [Purchase 613,050 2 % 60 days ” IThe same as (171,117) 1)% "
Thailand Primax Singapore. lgeneral purchasing
PCH2  The Company [The parent of (Sale) (22,349,010) (84) % " " IThe same as 7,583,716 86% "
Primax Cayman general selling
PKS1 ” ” (Sale) (2,230,988)| (100) % " ” ” 1,360,975 100% note 1
note 2
PCQL " " (Sale) (7,476,859) (78) % " " " 2,803,152 86% note 1
Primax " IThe parent of (Sale) (613,050) (92) % " " ” 171,117 95% ”
Thailand Primax Singapore.
Polaris " IThe parent of Purchase 3,429,061 100 % 90 days ” IThe same as (380,107)| (100)% ”
Primax Tech. lgeneral purchasing
(Continued)
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Transactionswith terms different

Notes/Accounts receivable

Transaction details from others (payable)
Per centage of
total
Per centage of notes/accounts
Name of Related Nature of Purchase/ total Payment Ending receivable
company party relationship Sale Amount__|purchases/sales| terms Unit price Payment terms | balance (payable) Note
[Tymphany TYM HK IThe subsidiary of |(Sale) (4,846,055)| (73) % 60days [Priceagreedby [Thesameas 1,918,374 91% "
Huizhou ITYM Acoustic HK both side general selling
" TYM AcousticjSubsidiary (Sale) (128,122) 2 % " ” " 20,183 1% ”
HK
" Tymphany " Purchase 136,680 2 % " " The same as (72,326)| (4% "
[Dongguan lgenera purchasing
[Tymphany ~ [TYM HK [The subsidiary of |Purchase 519,874 3 % " " ” (209,815) @)% ”
Dongguan ITYM Acoustic HK|
" " " (Sale) (14,670,226) 97) % " " The same as 3,807,364 96% "
genera selling
" Tymphany Parent (Sale) (136,680) 1) % " " " 72,326 2% "
Huizhou
” TYDC Subsidiary (Sale) (102,767) 1) % " " " 40,214 1% ”
TYDC TYMHK  [Thesubsidiary of |(Sale) (2,361,105  (88) % " 1 " 415,132 65% "
ITYM Acoustic HK
”  Tymphany Parent Purchase 102,767 4 % " ” The same as (40,214) (6)% ”
Dongguan general purchasing
" TYM AcousticfThe subsidiary of [(Sale) (311,369) 12) % " " The same as 220,349 35% ”
HK [Tymphany generd selling
Huizhou
ITYM AcoustidTYM AcousticiSubsidiary Purchase 1,521,567 69 % 90 days " The same as (289,275) (47)% "
HK Europe genera purchasing
" Tymphany Parent Purchase 128,122 6 % 60 days " " (20,183)| 3% n
Huizhou
" TYDC IThe subsidiary of |Purchase 311,369 14 % " ” ” (220,349)| (36)% "
[Tymphany
Huizhou
ITYM AcoustidTY M AcousticjParent (Sale) (1,521,567) 87) % 90 days " The same as 289,275 72% ”
Europe HK genera selling
ITYM HK Tymphany IThe parent of Purchase 4,846,055 20 % 60 days " The same as (1,918,374) (30)% "
Huizhou ITYM Acoustic HK lgenera purchasing
”  Tymphany IThe subsidiary of [Purchase 14,670,226 62 % " " ” (3,807,364) (59)% ”
Dongguan [Tymphany
Huizhou
" " ” (Sale) (519,874) 2 % " " The same as 209,815 4% ”
genera selling
" TYDC [The subsidiary of [Purchase 2,361,105 10 % " " The same as (415,132) (6)% "
[Tymphany general purchasing
Dongguan
" TYM Acoustic|The subsidiary of ~ [Purchase 144,552 1 % " " ” (106,040) 2% n
ITYM Acoustic HK
" TYML Subsidiary (Sale) (3,775,613) (15) % 90 days " The same as 218,130 4% ”
general selling
" TYTH IThe subsidiary of |Purchase 555,462 2 % 60 days " The same as (185,654) 3% n
ITYM Acoustic HK general purchasing
" ” ” (Sale) (140,764) 1) % " " The same as 53,068 1% ”
genera selling
" Speciaty Other related party|(Sale) (579,656)| 2 % 90 days " " 198,189 4%
ITYM AcoustidTYM HK IThe subsidiary of |(Sale) (144,552)| (15 % 60 days " " 106,040 83% note 1
ITYM Acoustic HK
ITYML ” Parent Purchase 3,775,613 100 % 90 days " The same as (218,130) (100)% n
lgenera purchasing
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Transactionswith terms different Notes/Accountsreceivable
Transaction details from others (payable)
Per centage of
total
Per centage of notes/accounts
Name of Related Nature of Purchase/ total Payment Ending receivable
company party relationship Sale Amount__[purchases/sales| terms Unit price Payment terms | balance (payable) Note
TYTH TYM HK The subsidiary of |Purchase 140,764 25 % 60days |[Priceagreedby [Thesameas (53,068)| (15)% "
ITYM Acoustic HK both side lgeneral purchasing
" ” " (Sale) (555,462)  (100) % " " [The same as 185,654 100% "
general selling

Note 1: Related transactions have been eliminated during the preparation of the consolidated financial statements.
Note2: The Company’ s accounts payable to PKS1 amounting to $293,440 was overdued from its norma payment term. Therefore, these accounts payables was transferred to

other payable.

(viii) Receivables from related parties with amounts exceeding the lower of TWD$100 million or
20% of the Company’s paid-in capital:

(Continued)

Name of Nature of Ending Turnover Overdue Amountsreceived | Allowance
company Counter-party relationship balance rate Amount Action taken in subsequent for bad debts
period (note 1)

IThe Company |Polaris IThe subsidiary of 380,107 9.64 - - 380,107 -
Primax Tech. (note 5)

” PCH2 IThe subsidiary of 153,639 341 - - 39,194 -
Primax HK. (note 2) (note 5)

" " " 20,678 (note3) - - 15,739 -
(note 5)

PCH2 I The Company IThe parent of Primax 7,583,716 3.08 - - 5,841,436 -
Cayman (note 5)

"  Tymphany [The subsidiary of 234673| (note3) - - 75,221 -
Dongguan [Tymphany Huizhou (note 5)

" Primax Thailand  [The subsidiary of 216,172 " - - 46,329 -
Primax Singapore (note 5)

PKS  The Company IThe parent of Primax 1,067,535 1.95 - - 176,945 -
Cayman (note 5)

" " " 293,440 (note4) - - 293,440 -
(note 5)

PCQ " " 2,803,152 261 - - 1,556,747 -
(note 5)

Primax " IThe parent of Primax 171,117 717 - 171,117 -
[Thailand Singapore (note 5)

[Tymphany ~ [TYM HK IThe subsidiary of 1,918,374 1.66 - - 886,402 -
Huizhou ITYM Acoustic HK (note 5)

[Tymphany " " 3,807,364 2.65 - 3,519,439 -
Dongguan (note 5)

" ” ” 199,141 (note3) - - 77,586 -
(note 5)

ITYDC ” ” 415,132 213 - - 175,579 -
(note 5)

" TYM Acoustic HK [The subsidiary of 220,349 2.82 - - 132,879 -
[Tymphany Huizhou (note 5)

ITYM Acoustic " Parent 289,275 3.35 - - 160,672 -
Europe (note 5)

TYM HK  Tymphany IThe subsidiary of 209,815 3.89 - - 57,189 -
Dongguan [Tymphany Huizhou (note 5)

" " " 2,393582| (note3) - - 683,074 -
(note 5)

” TYDC IThe subsidiary of 826 107.67 - - - -
[Tymphany Dongguan (note 5)

” W ” 115227 (note3) - - 115,227 -
(note 5)

(Continued)
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Name of Nature of Ending Turnover Overdue Amountsreceived | Allowance
company Counter-party relationship balance rate Amount Action taken in subsequent for bad debts
period (note 1)
TYM HK TYML Subsidiary 218,130 3.08 212,395
(note 5)|
" Speciaty Other related party 198,189 3.06 84,772
(note 5)|
TYM Acoustic [TYM HK IThe subsidiary of 106,040 1.00 105,009
ITYM Acoustic HK (note 5)
TYTH ” " 185,654 5.98 185,654
(note 5)|

Note 1: Amounts collected as of February 19, 2021.
Note 2: The Company sells semi-finished products to its subsidiaries for processing and production. The finished products are then repurchased back by the Company and sold
to the customers. The amount of semi-finished products sold in the year ended December 31, 2020 was $629,006, which was written off with related cost of goods sold,
and not regarded as sales for the Company.
Note 3: The receivables arise from service rendering for intercompany or material purchasing on behalf of intercompany or related parties.
Note 4: The other receivables arise from intercompany loans.
Note 5: Related transactions have been eliminated during the preparation of the consolidated financial statements.

(ix) Trading in derivative instruments. Please refer to note 6(b).

(x) Business relationships and significant intercompany transactions:

| ntercompany transactions

| nter company transactions
Per centage of
consolidated total
Name of Name of Nature of Account operating revenues
No company  [counter-party| relationship name Amount Trading terms or total assets
0 |TheCompany |PCH2 The subsidiary of |Purchase 22,349,010 |Price agreed by both 32.75 %
Primax HK sides
" " " " IAccounts 7,583,716 |60 days 16.03 %
Payable
" " " " IAccounts 153,639 " 0.32 9%
Receivable
" " " " Other 20,678 [(Note2) 0.04 %
Receivable
" " PKS1 " Purchase 2,230,988 [Price agreed by both 3.27 %
sides
7 " Y ” JAccounts 1,067,535 |60 days 2.26 %
Payable
" " " " Other 293,440 ((Note3) 0.62 9%
payables
” " PCQ1 " Purchase 7,476,859 [Price agreed by both 10.96 %
Sides
" " " ” JAccounts 2,803,152 (60 days 5.93 %
payable
” " Polaris The subsidiary of |Sae 3,429,061 [Price agreed by both 5.02 %
Primax Tech. Sides
" " " " JAccounts 380,107 [90 days 0.80 %
receivable
" " Primax The subsidiary of |Purchase 613,050 [Price agreed by both 0.90 %
Thailand Primax Singapore sides
" " ” " IAccounts 171,117 |60 days 0.36 N
Payable
1 |PCH2 Tymphany The subsidiary of |Service 486,840 |Price agreed by both 0.71 %Y
Dongguan Tymphany revenue sides
Huizhou
" " " " Other 234,673 [(Note 2) 0.50 9%
Receivable
Vi " Primax The subsidiary of " 216,172 " 0.46 %
Thailand Primax Singapore

(Continued)

Per centage of
consolidated total
Name of Name of Nature of Account operating revenues
No company counter-party| relationship name Amount Trading terms or total assets
2 | Tymphany TYM HK The subsidiary of [Sale 4,846,055 [Price agreed by both 7.10 %4
Huizhou TYM Acoustic Sides
HK
Vi ” " ” /A ccounts 1,918,374 |60 days 4.06 %9
Receivable
" " TYM Acoustic |Subsidiary Sae 128,122 [Price agreed by both 0.19 %
HK Sides
" " Tymphany " Purchase 136,680 " 0.20 %
Dongguan
3 | Tymphany TYM HK IThe subsidiary of | 7 519,874 " 0.76 %
Dongguan TYM Acoustic
HK
" " " " JAccounts 209,815 |60 days 0.44 %
Payable
" " " ” Sale 14,670,226 |Price agreed by both 21.50 %
sides
" " " " Accounts 3,807,364 (60 days 8.05 %
Receivable
" " " ” Other 199,141 ((Note2) 0.42 %
Receivable
" " TYDC Subsidiary Sale 102,767 [Price agreed by both 0.15 %
Sides
4 |TYDC TYM HK The subsidiary of [Sale 2,361,105 " 3.46 %
TYM Acoustic
HK
" " " " IAccounts 415,132 |60 days 0.88 %
Receivable
" " TYM Acoustic [The subsidiary of [Sale 311,369 |[Price agreed by both 0.46 %
HK Tymphany sides
Huizhou
" " " " Accounts 220,349 |60 days 0.47 %
Receivable
5 |TYM Acoustic [TYM Acoustic |Subsidiary Purchase 1,521,567 |Price agreed by both 2.23 %
HK Europe sides
" " " ” A ccounts 289,275 [90 days 0.61 %
Payable
6 [TYMHK Tymphany The subsidiary of [Other 2,393,582 [(Note 2) 5.06 %
Dongguan Tymphany Receivable
Huizhou
" " TYDC The subsidiary of |[Accounts 826 |60 days - %
Tymphany Receivable
Dongguan
” ” ” ” Other 115,227 [(Note 2) 0.24 %
Receivable
" " TYM Acoustic [The subsidiary of |Purchase 144,552 [Price agreed by both 0.21 %
TYM Acoustic sides
HK
" ” " " Accounts 106,040 (60 days 0.22 %
Payable
" " " " Service 842,005 |[Price agreed by both 1.23 %
Expense Sides
" ” TYML Subsidiary Sale 3,775,613 ” 5.53 %
" " " " Accounts 218,130 [90 days 0.46 %
Receivable
(Continued)
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| nter company transactions
Per centage of
consolidated total
Name of Name of Nature of Account operating revenues
No company counter-party| relationship name Amount Trading terms or total assets
6 [TYMHK TYTH The subsidiary of |Sale 140,764 |Price agreed by both 0.21 9%
TYM Acoustic sides
HK
” " ” " Purchase 555,462 " 0.81 %
" " " " IAccounts 185,654 |60 days 0.39 %
Payable
7 |TYP TYM HK " Service 114,117 |Price agreed by both 0.17 9%
Revenue sides

Note 1: Disclosure of the amounts exceeding of NT$100 million.
Note 2: The receivables arises from service rendering for intercopmany or material purchasing on behalf of intercompany or related party.
Note 3: The other receivables arise from intercompany loans.
Note 4: Related transactions have been eliminated during the preparation of the consolidated financial statements.

Information on investees;

The following is the information on investees for the year

information on investees in Mainland China):

ended December 31, 2020 (excluding
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Original investment Balance as of Highest balance during the|
Main amount December 31, 2020 year Net income | Shareof
Nameof | Nameof businesses December 31|December 31| Shares | Percentage [ Carrying Shares Per centage (losses) | profits/losses
investor investee L ocation and products 2020 2019 (thousands)|of owner ship| value (thousands) [of ownership| of investee | of investee | Note
[The Primax Cayman ISlands |Holding company 25540588 2,540,588 | 8,147,636 100.00| 6,422,749| 8,147,636 100.00 356,383 425,429
Company  [Cayman
" Primax Cayman Islands [Holding company 897,421 897,421| 285,067 100.00| 2,497,936 285,067 100.00 108,648 145,801
ITech.
" Destiny BVI JVirginisland  [Holding company 30,939 30,939 1,050 100.00 (2,996) 1,050 100.00 3,067 3,067
" Destiny Japan Market development 7,032 7,032 0.50 100.00 18,197 05 100.00 361 361
Napan land customer service
»  |Diamond  [Cayman Islands [Holding company 3:889,798| 3,889,798 129,050 100.00| 5,469,479 129,050 100.00 54,514 53,747
" Gratus Tech.JUSA Market development 9,330 9,330 300 100.00 12,329 300 100.00 1,125 1,125
land customer service
" Primax AE  |Cayman Islands [Holding company 1,431,540 1,431,540 48,200 100.00 596,460 48,200 100.00|  (364,325) (364,325)
" Primax Singapore Holding company 619,150 318,150 20,100 100.00 451,425 20,100 100.00|  (105,955) (114,387)
Singapore
[Total _ 9425798 _ 9,124,798 15,465,579 53,818 150,818
Primax Primax Thailand Manufacture and sale 588,291 302,126 600 99.99 456,888 600 99.99(  (105,889) (105,889)
Singapore  [Thailand of computer peripheralq
ldevices and software
Primax Primax HK  [Hong Kong Holding company and 2375164 2375164 602,817 100.00| 6,449,850 602,817 100.00 356,963 356,963
Cayman lcustomer service
Primax Polaris USA Sale of multi-function 52,680 52,680 1,600 100.00 383,940 1,600 100.00 7,207 7,207
ITech. printers and computer
peripheral devices
Diamond  [TWEL Cayman Ilands [Holding company 4,083,950 4,083,950 192,251 100.00| 5,568,549 192,251 100.00 129,052 55,243
Primax AE |AIC Cayman Islands [Holding company 1,356,995 1,356,995 30 37.00 536,303 30 37.00|  (175,361) (84,179)
[Tymphany [TYM Hong Kong Research and 1,592,954 689,954 | 418,090 100.00| 2,402,172 418,090 100.00 371,365 371,365
Huizhou  JAcoustic HK devel opment, design,
land sale of audio
laccessories, amplifiers
land their components
land holding company

(Continued)

Original investment Balance as of Highest balance during the|
Main amount December 31, 2020 year Net income | Shareof
Nameof | Nameof businesses December 31,December 31| Shares |Percentage | Carrying Shares Per centage (losses) | profits/losses
investor investee L ocation and products 2020 2019 (thousands)|of owner ship, value (thousands) |of ownership| of investee | of investee | Note
TY M TYM HK  |Hong Kong Holding company and 76,280 76,280 144,395 100.00 [ 1,359,063 144,395 100.00 299,510 299,510
|Acoustic sale of audio (note 1) (note 1)
HK laccessories, amplifiers
land their components
" TYP USA Market development 15 15 0.50 100.00 15,780 05 100.00 2,022 2,022
land customer service of] (note 1) (note 1)
lamplifiers and their
components
" TYM UK |United Kingdom |Research and 15,631 15,631 400 100.00 23,195 400 100.00 2,500 2,500
development, design of
laudio accessories,
lamplifiers and their
components
" TYM Czech Manufacture, install 653,796 653,796 187,800 100.00 771,206 187,800 100.00 27,444 27,444
JAcoustic land repair of audio
Europe laccessories and their
components
" TYM Taiwan Research and 48,318 48,318 5,000 100.00 118,355 5,000 100.00 48,320 48,320
JAcoustic devel opment, design,
land sale of audio
accessories, amplifiers
land their components
" TYTH Thailand Manufacture and sales 455,877 60,012 4,650 99.99 427,843 4,650 99.99 (17,206) (17,206)
of audio accessories,
lamplifiers and their
lcomponents
TYM HK  [TYML USA Sales of audio 6,628 6,628 200 100.00 9,684 200 100.00 406 406
laccessories, amplifiers
land their components
Note 1: The amount is theinitial investment costs from the original stockholders prior to the acquisition of the Company through Diamond.
Note 2: Related investments (except for AIC) have been eliminated during the preparation of the consolidated financial statements.
(c) Information on investment in Mainland China:
(i) The names of investees in Mainland China, the main businesses and products, and other
information:
Accumulated
Accumulated outflow of
outflow of Investment flows | investment from Net Highest
Main Total |n¥&qmmt fr?m Taiwan as of income Per centage of Accumulated
businesses amount Method awan asol December 31, | (losses) |Percentage| ownership [Investment remittance of
Name of and of paid-in of January 1, 2020 2020 of the of duringthe | income earningsin
investee products capital investment (note 2) Outflow | Inflow (note 2) investee | owner ship year (losses) | Book value current period
pcH2 Manufacture of 1,948,353 [Indiirect 1,652,504 - - 1,566,806 | 320,684  100% 100% 320,684 | 6,132,213 -
. . investment
mu!tlfunalonal through Primey
peripherals, Cayman and
lcomputer mice, Primax Tech.
mobile phone
laccessories,
consumer
electronics
products, and
shredders
Destiny  |Research and 38,596 |Indirect 31,611 - - 29933| 3067 100% 100% 3,067 (3,000) -
investment
Beijing development of through
computer Destiny BVI.
peripheral devices
and software
PK S1 Manufacture of 853,119 [Indirect 662,332 - - 627,176 (18813)  100% 100% (18,813) 807,941 -
investment
computer, through Primax
peripherals and Cayman
keyboards
(Continued)
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(14) Segment information:

@

General information

The Group’ s reported segments are the divisions for computer peripherals and non-computer
peripherals. The division for computer peripherals specializes in the manufacture and sale of
computer mice, keyboards, track pads, etc. The division for non-computer peripherals specializesin
the manufacture and sale of digital camera modules, mobile phone accessories, multi-function
printers, scanners, shredders, amplifiers, speakers and audio systems, etc.

The Group’ s reported segments consist of strategic business units which provide essentially different
products and services. These units have to be separately managed as a result of the different
technology and marketing strategies. Most of the business units were acquired, and the original
management teams are still operating.
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Accumulated
Accumulated outflow of
outflow of Investment flows | investment from Net Highest
Main Total inve_ament from Taiwan as of income Per centage of Accumulated
businesses amount Method Taiwan as of December 31, | (losses) |Percentage| ownership |Investment remittance of
Name of and of paid-in of January 1, 2020 2020 of the of duringthe | income earningsin
investee products capital investment (note 2) Outflow | Inflow (note 2) investee | ownership year (losses) [Book value| current period
PCQL Manufacture of 833,752 [Indirect 602,120 N B 570,160 | 158,604]  100% 100% 158,604 | 1,532,069 B
computer, mvesruegtr
peripherals and C;;l:]gan may
keyboards
Tymphany [Research and 1,782,899 [Indirect 3,883,674 - - 3,677,532 190,941 71.43% 71.43% 136,393 3,987,838
Huizhou  |development, mveﬂn;ent
design, and sale of iomond
laudio accessories,
lamplifiers and their
components
[Tymphany 142,540 " 15,053 - - 14,254 65,040 71.43% 71.43% 181,934 539,298
Dongguan
ITYDC 87,382 ” - - - - (5,520) 71.43% 71.43% (3,943) 150,848
Note 1: The above information on the exchange rate is as follows: HKD:TWD3.6772 ; USD: TWD 28.5080; CNY:TWD 4.3691.
Note 2: The differences between the accumulated out flow of investments and paid in capital was derived from the currency exchange on translation, capital increase from retained earning
d ki ital.
Note 3: Raelnal‘ejvdoirmllgr%aeﬂ:s have been eliminated during the preparation of the consolidated financial statements.
(i) Limitation on investment in Mainland China:
Nameof |JAccumulated Investment in| Investment Amounts
Company Mainland Chinaasof |Authorized by Investment|Upper Limit on Investment
December 31, 2020 Commission, MOEA
The Company 6,907,076 8,084,807 None (note)
Note: The Company has received the Certificate issued by the Industrial Development Bureau,
Ministry of Economic Affairs, allowing it to start the operating of its headquarters.
The above investment income (losses) in mainland China, except for PCH2, Destiny Beijing,
PKS1 and PCQ1 which were based on financial statements audited by the Company’ s auditors,
others were based on the audited results of other auditors.
(iii) Significant transactions:
The significant inter-company transactions with the subsidiaries in Mainland China, which
were eliminated in the preparation of the consolidated financial statements for the year ended
December 31, 2020, are disclosed in “ Information on significant transactions’, and “ Business
relationships and significant intercompany transactions”.
(d)y Mgor shareholders:
Shareholding
, Shares Per centage
Shar eholder’s Name 9
ALPINE ASIA INVESTMENTSLIMITED 25,751,062 5.71 %

(Continued)

The Group’s segment financial information was as follows:

2020
Computer Non-computer
Peripherals Peripherals Total
Revenue
External revenue $ 26,291,294 41,949,645 68,240,939
Intra-group revenue - - -
Total segment revenue $ 26,291,294 41,949,645 68,240,939
Profit before tax from segments reported $ 1,845,136 633,301 2,478,437
2019
Computer Non-computer
Peripherals Peripherals Total
Revenue
External revenue $ 22,878,272 57,771,336 80,649,608
Intra-group revenue - - -
Total segment revenue $ 22,878,272 57,771,336 80,649,608
Profit before tax from segments reported $ 1,239,115 1,674,786 2,913,901
(Continued)
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PRIMAX ELECTRONICSLTD. AND SUBSIDIARIES
Notesto the Consolidated Financial Statements

Geographic information

In presenting information on the basis of geography, revenue is based on the geographical location
of customers, and non-current assets are based on the geographical location of the assets. Details

were asfollows:

Geographic Information
Revenues from external customers:
China
Europe
America
Other
Total

Non-current assets.
China
Taiwan
Thailand
Other

Total

Major customer information

A company — Non-computer Peripherals
B company — Computer Peripherals
— Non-computer Peripherals

2020 2019
28,628,366 31,841,538
14,745,306 23,267,214
20,826,899 23,186,378

4,040,368 2,354,478
68,240,939 80,649,608
December 31, December 31,
2020 2019
6,539,225 8,167,871
884,135 991,945
771,159 195,413
2,486,804 2,549,196
10,681,323 11,904,425
2020 2019
7,153,172 11,543,557
4,207,500 4,004,316
5,071,853 10,781,589
9,279,353 14,785,905

2020 Annual Report '
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Independent Auditors Report

To the board of directors of PRIMAX ELECTRONICSLTD.:

Opinion

We have audited the parent company only financial statements of PRIMAX ELECTRONICS LTD.(" the
Company” ), which comprise the balance sheets as of December 31, 2020 and 2019, the statements of
comprehensive income, changes in equity and cash flows for the years ended December 31, 2020 and 2019, and
notes to the parent company only financial statements, including a summary of significant accounting policies.

In our opinion, based on our audits and the report of other auditors (please refer to Other Matter paragraph), the
accompanying parent company only financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2020 and 2019, and its financial performance and its cash flows for
the years then ended in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities I ssuers.

Basisfor Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Certification of Financial
Statements by Certified Public Accountants and the auditing standards generally accepted in the Republic of
China. Our responsibilities under those standards are further described in the 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 Ethicsin Republic of China
(“the Code”), and we have fulfilled our other ethical responsibilities in accordance with the Code. Based on our
audits and the reports of other auditors, we believe that the audit evidence we have obtained is sufficient and
appropriate to provide abasis of our opinion.

Other Matter

We did not audits the financial statements of certain investments accounted for using equity method. Those
financial statements were audited by other auditors, and our opinion, insofar as it relates to the amounts
included for those investments, is based solely on the reports of the other auditors. The Company’ s investment
in these companies constituting 14% and 15% of the total assets, as of December 31, 2020 and 2019,
respectively. The related share of profit of subsidiaries and associates accounted for using the equity method
amounted constituting 3% and 29% of the profit before tax, for the years ended December 31, 2020 and 2019,
respectively.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the parent company only financial statements of the current period. These matters were addressed in the context
of our audit of the parent company only financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. In our professiona judgments, key audit matters to
be communicated in the independent auditors' report are listed below:

KPIMG, a Tahwan partrership and a mermbar firm of the KPMG netwark of independant member
firrns atfiliated with KPMG Inemational Cooperative MKPMG intemational’), 8 Swiss sritity
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1. Evaluation of inventories

Please refer to Note 4(g) “ Inventories’ , Note 5 “ Significant accounting assumptions and judgments, and
maj or sources of estimation uncertainty”, and Note 6(€) “Inventories’ of the financial statements.

Description of key audit matter:

Inventories of the Company are measured at the lower of cost and net realizable value. Due to the fast high-
tech revolution, as well as the advancement of production technologies that may lead the dramatic change in
customers demand, the net realizable value of inventories requires subjective judgments of the management,
which is the major source of estimation uncertainty. Therefore, the evaluation of inventoriesis one of the key
audit matters for our audit.

How the matter was addressed in our audit:

Our principal audit procedures included: understanding the policies of evaluating the inventories of the
Company; inspecting whether existing inventory policies are applied; examine the accuracy of the aging of
inventories by sampling and analyze the changes of the aging of inventories; inspecting the reasonableness of
the allowance provided for inventory valuation in the past and comparing it to the current year to ensure that
the measurements and assumptions are appropriate.

2. Investments accounted for using equity method

Please refer to Note 4(h) “Investments in subsidiaries’, and Note 5 “ Significant accounting assumptions and
judgments, and major sources of estimation uncertainty” of the financial statements.

Description of key audit matter:

Based on the scope and nature of their businesses of the Company’ s subsidiaries accounted for using equity
method, the net realizable value of inventories in certain subsidiaries required the managements to make
subjective judgments, which is the major source of estimation uncertainty and may influence the outcome of
their operations. Therefore, the valuation of inventories of the subsidiaries accounted for using equity
method is one of the key audit matters for our audit.

In 2014, the Company acquired Tymphany Worldwide Enterprises Ltd. through its subsidiary, Diamond
(Cayman) Holdings Ltd.; and in 2019, the Company lost its control over ALT International Co., Ltd
(Cayman) recognizing the investment in ALT International Co., Ltd (Cayman) as repurchase after disposal.
The transactions metioned above resulted in the Company to recognize its goodwill, technologies, and
customer relations, as intangible assets. The rapid industrial transformation and the assessment of
impalrment contained an estimation uncertainty; therefore, the assessment of impairment of intangible assets,
recognized from the acquisition of the subsidiaries and associates accounted for using equity method, is one
of the key audit matters for our audit.

How the matter was addressed in our audit:

For the principal audit procedures on the valuation of inventories of the investments accounted for using
equity method, please refer to key audit matters 1. “Evaluation of inventories’. In addition, the consolidated
financia statements of all Tymphany Worldwide Enterprises Ltd. and its subsidiaries were audited by other
auditors; therefore, we issued audit instructions to their auditors as guidelines to communicate the key audit
matters with them and obtained the feedbacks required in the audit instructions.
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The principal audit procedures on the assessment of impairment of intangible assets of the investments
accounted for using equity method included: evaluating the identification of cash generating units and any
indication of impairment relating to intangible assets made by management; acquiring intangible evaluation
reports from external expert engaged by the Company; appointing our internal expert to review the
evaluation reports and assessing the reasonability of measurements, parameters, and assumptions; evaluating
the operation outcomes and comparing them to the past forecasts; making sensitivity analysis for evaluation
of impairment losses and evaluating the completeness of disclosure in the financial reports.

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

Management is responsible for the preparation and fair presentation of the parent company only financia
statements in accordance with Regulations Governing the Preparation of Financial Reports by Securities | ssuers,
and for such internal control as management determines is necessary to enable the preparation of parent
company only financial statementsthat are free from material misstatement, whether due to fraud or error.

In preparing the parent company only financial statements, management is responsible for assessing the
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 (including the Audit Committee) are responsible for overseeing the Company’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Parent Company Only Financial Statements

Our objectives are to obtain reasonable assurance about whether the parent company only financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’ s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with 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 userstaken on the basis of these parent company only financial statements.

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

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

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

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

KPMG
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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 attention in our auditor’ s report to the related disclosures in the
parent company only financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

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

6. Obtain sufficient and appropriate audit evidence regarding the financial information of the investments in
other entities accounted for using the equity method to express an opinion on this parent company only
financial statements. We are responsible for the direction, supervision and performance of the audit. We
remain solely responsible for our audit opinion of the Company.

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

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

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the parent company only financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’ s report unless law or regulation
precludes public disclosure 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 MEI-PIN WU and CHI-
LUNG YU.

KPMG

Taipei, Taiwan (Republic of China)
February 26, 2021

Notesto Readers

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

The independent auditors' audit report and the accompanying parent company only financial statements are the English translation of the
Chinese version prepared and used in the Republic of China. If thereisany conflict between, or any difference in the interpretation of the
English and Chinese language independent auditors’ audit report and parent company only financia statements, the Chinese version shall
prevail.



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

PRIMAX ELECTRONICSLTD.

Balance Shesets
December 31, 2020 and 2019
(Expressed in Thousands of New Taiwan Dollars)

December 31, 2019

December 31, 2020

December 31, 2019

December 31, 2020

% Amount %

Amount

Amount %

%

Amount

Assets

Current assets:

Liabilitiesand Equity

Current liabilities:

1

280,000

$

Short-term borrowings (note 6(k))

2100
2170
2180
2120
2200
2201
2280
2300

8
1
22
2

2,238,853

3,370,254 10

$

Cash and cash equivalents (note 6(a))

1100
1110
1170
1180
1200
1310
1470

90,504
11,139,174

62,501

Notes and accounts payable

172,807
6,638,573

1

21

260,987
6,575,807

Current financial assets at fair value through profit or loss (note 6(b))

37

11,625,520

Accounts payable to related parties (note 7)

Accounts receivable, net (notes 6(d) and (t))

1
6
1

207,211
1,690,295

1
7
1

432,171
2,163,057

Current financial liabilities at fair value through profit or loss (note 6(b))

Other payables (note 7)

567,095
388,334
3,210,952

2
1
13

563,475
220,212
4,133,700

Accounts receivable from related parties, net (notes 6(d), (t) and 7)

1
11

Other receivables (notes 6(d) and 7)

380,641

256,850

Salaries payable

Inventories (note 6(e))

86,887
205,773

91,140
541,277

Current lease liabilities (note 6(m))

_45

42,112
13,258,726

_48

37,562
15,161,997

Other current assets

1

2

Other current liabilities (note 6(t))

27,777
1,340,251
15,168,513

Long-term borrowings, current portion (note 6(1))

2320

Non-current assets:

_4
51

_4
_58

1,391,042
16,843,558

Current refund liabilities

2365

65,547

94,263

Non-current financial assets at fair value through other comprehensive

1517

income (note 6(c))

Non-Current liabilities:

51

14,973,751

48

15,465,579

Investments accounted for using equity method, net (note 6(f))

1550
1600
1755
1760
1780
1840

1990

1
4
_2
_7
58

260,939
1,165,686

174,194

Non-current |ease liabilities (note 6(m))

2580

92,804
342,146

100,891

Property, plant and equipment (note 6(g))

Right-of-use assets (note 6(h))

3
2
5
58

876,467
716,640

1,767,301

Long-term deferred revenue (note 6(g))

2630

1
1

1
1

255,763
240,908

Other non-current liabilities (notes 6(0) and (p))

2600

244,468

Investment property, net (note 6(i))

2,114,982
17,283,495

9,763
524,769

7,708
493,021
78,562
16,736,695

Intangible assets (note 6(j))

18,610,859

Total liabilities

2

2

Deferred tax assets (note 6(p))

15

4,485,808

1,483,045

14

4,508,983
1,567,628
1,578,473

Ordinary shares (note 6(q))

3110
3200

3310

79,523
16,332,771

Other non-current assets

5

5

2

19
(1,193,867) _(4)

12,308,002

5
5
3
18

(1,159,650) _(3)

Capital surplus (note 6(q))

52

1,370,470

Legal reserve (note 6(q))

662,348
5,500,198

1,058,941

Special reserve (note 6(q))

3320

5,733,458

Unappropriated retained earnings (notes 6(c) and (q))

3350
3400

Other equity interest (note 6(c))

_42

_42

13,287,833
31,898,692 100

Total equity

29,591,497 100

$

Total liabilitiesand equity

29,591,497 100

31,898,692 100

$

Total assets

See accompanying notes to parent company only financial statements.

4000
5000

6100
6200
6300
6450

7100
7010
7020
7070
7050

7950

8300
8310
8311
8316

8349

8360
8361
8399

8300

9710
9810

5
(English Trandation of Parent Company Only Financial Statements Originally Issued in Chinese)
PRIMAX ELECTRONICSLTD.
Statements of Comprehensive Income
For theyears ended December 31, 2020 and 2019
(Expressed in Thousands of New Taiwan Dollars, Except for Earnings Per Share)
2020 2019
Amount %  Amount %
Operating revenue (notes 6(t) and 7) $ 34,990,027 100 36,178,733 100
Operating costs (notes 6(e), (M), (0), (u), 7 and 12) 31,636,141 90 32,669,734 _ 90
Gross profit from operations 3,353,886 _ 10 3,508,999 _ 10
Operating expenses (notes 6(j), (o), (r), (u), 7 and 12):
Selling expenses 496,996 1 609,578 2
Administrative expenses 502,779 2 526,757 1
Research and development expenses 1,097,122 1,111,728 3
Expected credit loss (note 6(d)) 8625 - 3443 -
Total operating expenses 2,105522 6 2251506 6
Net operating income 1248364 _ 4 1257493 4
Non-oper ating income and expenses:
Interest income 9,115 - 17,280 -
Other income (notes 6(n), (v) and 7) 12,225 - 12,248 -
Other gains and losses (note 6(w)) 851,332 2 380,362
Share of profit of subsidiaries and associates accounted for using equity method (note 6(f)) 150,818 - 896,040
Finance costs (note 6(m)) (48812) - (69,109) -
Total non-oper ating income and expenses 974678 _ 2 1236821 3
Profit beforeincome tax 2,223,042 6 2,494,314 7
Less: Income tax expenses (note 6(p)) 303,777 1 359444 1
Profit 1919265 _ 5 _ 2134870 _ 6
Other comprehensive income (10ss):
Itemsthat may not bereclassified subsequently to profit or loss
L osses on remeasurements of defined benefit plans (note 6(0)) (4533) - (2,146) -
Unrealized losses from investments in equity instruments measured at fair value through other
comprehensive income 178) - (17,248) -
Income tax related to components of other comprehensive income that will not be reclassified to
profit or loss - - - -
(4,711) - (19,294) -
Itemsthat may bereclassified subsequently to profit or loss
Exchange differences on translation of foreign financial statements 26,337 - (470,683) (1)
Income tax related to components of other comprehensive income that will be reclassified to profit
or loss - - - -
26,337 _ - (470,683) _ (1)
Other comprehensiveincome 21,626 - (489,977) _ (1)
Comprehensiveincome (after tax) $ 1940891 _ 5 1644893 5
Earnings per share (note 6(s)) - -
Basic earnings per share (NT dollars) $ 4.30 4.80
Diluted earnings per share (NT dollars) $ 4.27 4.77

See accompanying notes to parent company only financial statements.



11,625,821
2,134,870
(489,977)
893
(1,072,341)
48530
61,009
12,308,002
1,919,265
21,626
1,940,891
(1,076,876)
(1,777)
117,593
13,287,833

Total equity
1

(88,762)
61,009
9,763
(117,026)
(134,926)
117,593
7,975
(103,931)
(113,289)

Unearned
employee
compensation

(102,166)
(17,148)
(17,148)

52,698
(28,076)
(179)
(178)
(13,579)
(41,833)

fair value
through other
comprehensive
income

(losses) from
financial assets at

Other equity interest
Unrealized gains

(470,683)
(470,683)
26,337
26,337

(560,182)
(1,030,865)

Exchange
differences on
trandlation of
foreign financial
statements
(1,004,528)

5,038,483
2,134,870
(2,146)
2,132,724
(182,687)
(363,283)
(1,072,341)
(52,698)
5,500,198
1,919,265
(4,533)
1,914,732
(208,003)
(396,593)
(1,076,876)
5,733,458

Unappropriated
retained earnings

299,065

363,283
662,348
396,593

1,058,941

Specid reserve

Retained earnings

1,187,783
182,687
1,370,470
208,003
1,578,473

Legal reserve

9,990
(2,848)
98,826

1,483,045
(6,750)

79,531

11,802
1,567,628

1,377,077

Capital surplus

ital
4474523
(6,915)
18,200
4,485,808
(1,225)
24,400
4,508,983

PRIMAX ELECTRONICSLTD.

Statements of Changesin Equity
For the yearsended December 31, 2020 and 2019

(Expressed in Thousands of New Taiwan Dallars)

Share c:
Ordinary

$

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

Cash dividends of ordinary share
Changes in shares of investment accounted for using equity method

Amortization expense of restricted stock

Retirement of restricted stock

Issuance of restricted stock

Cash dividends of ordinary share
Changes in shares of investment accounted for using equity method

Amortization expense of restricted stock

Other comprehensive income
Appropriated special reserve
Other comprehensive income
Comprehensive income
Appropriated legal reserve
Appropriated special reserve

Comprehensive income
Appropriated legal reserve

Profit

Profit
Disposal of investments in equity instruments designated at fair value through other comprehensive income

Retirement of restricted stock

Issuance of restricted stock
See accompanying notes to parent company only financial statements.

Appropriation and distribution of retained earnings:
Appropriation and distribution of retained earnings:

Balance on December 31, 2019
Balance on December 31, 2020

Balance on January 1, 2019

7
(English Trandlation of Parent Company Only Financial Statements Originally Issued in Chinese)
PRIMAX ELECTRONICSLTD.
Statements of Cash Flows
For the yearsended December 31, 2020 and 2019
(Expressed in Thousands of New Taiwan Dollars)
2020 2019
Cash flows from (used in) operating activities:
Profit before tax $ 2,223,042 2,494,314
Adjustments:
Adjustmentsto reconcile profit (l0ss):
Depreciation and amortization expense 138,866 138,740
Lossrelated to inventories 30,783 67,919
Amortization of long-term deferred revenue (276,931) (336,120)
Expected credit loss 8,625 3,443
Interest expense 41,236 63,746
Interest income (9,115) (17,280)
Compensation cost of share-based payment 117,593 61,099
Share of profit of subsidiaries and associates accounted for using equity method (150,818) (896,040)
Loss on disposal of property, plant and equipment 19 -
Gain on disposa of unamortized expense (864) -
Amortization of unrealized revenue of patents disposed (15,450) (15,450)
Other (2 -
Total adjustmentsto reconcile profit (loss) (116,058) (929,943)
Changesin operating assets and liabilities:
Accounts receivable, including related parties 57,761 408,411
Other receivable 160,162 (210,121)
Inventories (953,531) (1,095,978)
Other current assets (203) (11,948)
Other operating assets (88,237) (97,725)
Changesin operating assets (824,048) (1,007,361)
Notes and accounts payable, including related parties 458,343 749,305
Salaries payable (123,791) 135,868
Other payables 291,554 653,795
Other current liabilities 115,432 (7,511)
Long-term deferred revenue (10,487) 693,975
Other operating liabilities 482,498 186,052
Changesin operating liabilities 1,213,549 2,411,484
Total changesin operating assets and liabilities 389,501 1,404,123
Total adjustments 273,443 474,180
Cash inflow generated from operations 2,496,485 2,968,494
Interest received 9,115 17,280
Interest paid (41,163) (63,675)
Income taxes paid (41,298) (248,894)
Net cash flows from operating activities 2,423,139 2,673,205
Cash flows from (used in) investing activities:
Acquisition of financial assets at fair value through other comprehensive income (28,894) (33,273)
Proceeds from disposal of financial assets at fair value through other comprehensive income - 214,202
Acquisition of investments accounted for using equity method (301,000) (318,150)
Acquisition of property, plant and equipment (41,172) (50,266)
Proceeds from disposal of unamortized expense 3,450 -
Acquisition of unamortized expense (11,586) (4,378)
Decrease in refundable deposits 310 200
Dividends received 191 214
Other - (89
Net cash used in investing activities (378,701) (191,540)
Cash flows from (used in) financing activities:
Increase (decrease) in short-term borrowings 280,000 (950,000)
Repayments of long-term borrowings (27,777) (55,556)
Increase in guarantee deposits received - 39,418
Payment of lease liabilities (88,384) (85,639)
Cash dividends paid (1,076,876) (1,072,341)
Decrease in long-term accounts payable to related parties - (357,703)
Net cash flows used in financing activities (913,037) (2,481,821)
Net increase (decrease) in cash and cash equivalents 1,131,401 (156)
Cash and cash equivalents at beginning of period 2,238,853 2,239,009
Cash and cash equivalents at end of period $ 3,370,254 2,238,853

See accompanying notes to parent company only financial statements.
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PRIMAX ELECTRONICSLTD.

Notesto the Parent Company Only Financial Statements
For the years ended December 31, 2020 and 2019
(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

PRIMAX ELECTRONICSLTD. (the “Company”), formerly known as Hong Chuan Investments Ltd., was
incorporated on March 20, 2006, and registered under the Ministry of Economic Affairs, ROC. The
Company changed its name to Hong Chuan Electronics Ltd. and Primax Electronics Ltd. in October 2007
and February 2008, respectively. The address of the Company’ s registered office is No. 669, Ruey Kuang
Road, Neihu, Taipei.

Primax Electronics Holdings, Ltd. (Primax Holdings, formerly known as Apple Holdings Ltd.) acquired
al shares of the Company from YWAN PANG Management Limited on April 2, 2007. The investment
was approved by the Investment Commission, Ministry of Economic Affairs. However, all shares of the
Company were sold by Primax Holdings to its stockholders in October 2009.

Based on the resolution approved by the Company’ s board of directors on November 5, 2007, the
Company resolved to acquire and merge with Primax Electronics Ltd. (“ Primax”, a listed company) on
December 28, 2007. The Company is the surviving company, and Primax was dissolved upon completion
of the merger.

The major business activities of the Company were the manufacture and sale of multi-function printers,
scanners, digital camera modules, computer mice, keyboards, track pads, mobile phone accessories,
consumer electronics products and shredders.

The Company’ s common shares were registered with the Financial Supervisory Commission, ROC
(*FSC") on June 22, 2012, and listed on the Taiwan Stock Exchange (“ TWSE”") on October 5, 2012.

(2) Approval date and proceduresof the parent company only financial statements:

The parent company only financial statements were authorized for issuance by the board of directors on
February 26, 2021.

(3) New standards, amendments and inter pretations adopted:

(@ Theimpact of the International Financial Reporting Standards (“IFRSS’) endorsed by the Financial
Supervisory Commission, R.O.C. (*FSC”) which have already been adopted.

The Company has initially adopted the following new amendments, which do not have a significant
impact on its parent company only financial statements, from January 1, 2020:

e Amendmentsto IFRS 3 “Definition of a Business’

e Amendmentsto IFRS 9, IAS39 and IFRS7 “Interest Rate Benchmark Reform”

Amendmentsto IAS 1 and IAS 8 “Definition of Material”

Amendments to IFRS 16 “COVID-19-Related Rent Concessions”

(Continued)

(b)
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The impact of IFRS issued by the FSC but not yet effective

The Company assesses that the adoption of the following new amendments, effective for annual
period beginning on January 1, 2021, would not have a significant impact on its parent company
only financial statements:

e Amendmentsto IFRS 4 “Extension of the Temporary Exemption from Applying IFRS 9"

e Amendmentsto IFRS9, IAS39, IFRS7, IFRS 4 and IFRS 16 “Interest Rate Benchmark Reform—
Phase 2"

The impact of IFRS issued by International Accounting Standards Board (IASB) but not yet
endorsed by the FSC

The following new and amended standards, which may be relevant to the Company, have been
issued by the IASB, but have yet to be endorsed by the FSC:

Standards or Effective date per
Interpretations Content of amendment IASB
Amendmentsto IAS 1 The amendments aim to promote consistency January 1, 2023
“Classification of Liabilitiesas in applying the requirements by helping
Current or Non-current” companies determine whether, in the
statement of balance sheet, debt and other
liabilities with an uncertain settlement date
should be classified as current (due or
potentially due to be settled within one year)
or non-current.

The amendments include clarifying the
classification requirements for debt a
company might settle by converting it into

equity.

The Company is evaluating the impact of its initial adoption of the abovementioned standards or
interpretations on its financial position and financial performance. The results thereof will be
disclosed when the Company completes its evaluation.

The Company does not expect the following other new and amended standards, which have yet to be
endorsed by the FSC, to have a significant impact on its parent company only financial statements:

e Amendmentsto IFRS 10 and IAS 28 “Sale or Contribution of Assets Between an Investor and
Its Associate or Joint Venture”

IFRS 17 * Insurance Contracts’ and amendmentsto IFRS 17 “ Insurance Contracts”
Amendmentsto IAS 16 “Property, Plant and Equipmentt — Proceeds before Intended Use”
Amendmentsto IAS 37 “Onerous Contracts— Cost of Fulfilling a Contract”

Annual Improvementsto IFRS Standards 2018-2020

Amendmentsto IFRS 3 “ Reference to the Conceptual Framework”

(Continued)
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Summary of significant accounting policies:

The significant accounting policies presented in the financial statements are summarized below. Except
for those specifically indicated, the following accounting policies were applied consistently throughout the
periods presented in the parent company only financial statements.

(@ Statement of compliance

These annual parent company only financial statements have been prepared in accordance with the
Regulations Governing the Preparation of Financia Reports by Securities Issuers (“ the
Regulations’).

(b) Basisof preparation

(i)

(i)

Basis of measurement

Except for the following significant accounts, the parent company only financial statements
have been prepared on a historical cost basis:

1) Financia instruments at fair value through profit or loss are measured at fair value;

2) Financia assets at fair value through other comprehensive income are measured at fair
value;

3) The defined benefit liabilities are measured at fair value of the plan assets, less the
present value of the defined benefit obligation.

Functional and presentation currency

The functional currency is determined based on the primary economic environment in which
the Company operates. The Company’ s parent company only financial statements are
presented in New Taiwan dollars, which is the Company’ s functional currency. All financial
information presented in New Taiwan dollars has been rounded to the nearest thousand.

(c) Foreign currencies

(i)

Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at
the exchange rates at the dates of the transactions. At the end of each subsequent reporting
period, monetary items denominated in foreign currencies are trandlated into the functional
currency using the exchange rate at that date. Non-monetary items denominated in foreign
currencies that are measured at fair value are translated into functional currency using the
exchange rate at the date that the fair value was determined. Non-monetary items denominated
in foreign currencies that are measured based on historical cost are transated using the
exchange rate at the date of the transaction.

Exchange differences are generally recognized in profit or loss, except for the difference
relating to an investment in equity securities designated as at fair value through other
comprehensive income, which are recognized in other comprehensive income.

(Continued)

(d)

(i)
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Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on acquisition, are translated to the Company’ s functional currency at the exchange
rates at the reporting date. The income and expenses of foreign operations are translated to the
Company’ s functional currency at the average rate. Foreign currency differences are
recognized in other comprehensive income.

When a foreign operation is disposed of such that control, significant influence, or joint
control islost, the cumulative amount in the translation reserve related to that foreign operation
is reclassified to profit or loss as part of the gain or loss on disposal. When the Company
disposes of any part of its interest in a subsidiary that includes a foreign operation while
retaining control, the relevant proportion of the cumulative amount is reattributed to non-
controlling interest. When the Company disposes of only part of itsinvestment in an associate
or joint venture, including a foreign operation while retaining significant influence or joint
control, the relevant proportion of the cumulative amount is reclassified to profit or loss.

When the settlement of a monetary receivable from or payable to aforeign operation is neither
planned nor likely to occur in the foreseeable future, foreign exchange gains and losses arising
from such a monetary item are considered to form part of the net investment in the foreign
operation and are recognized in other comprehensive income.

Classification of current and non-current assets and liabilities

An asset is classified as current under one of the following criteria, and all other assets are classified
as non-current.

(i)

(i1)
(iii)
(iv)

It is expected to be realized, or intended to be sold or consumed, in the normal operating cycle;
Itis held primarily for the purpose of trading;
It is expected to be realized within twelve months after the reporting period; or

The asset is cash or a cash equivalent unless the asset is restricted from being exchanged or
used to settle aliability for at |east twelve months after the reporting period.

A liability is classified as current under one of the following criteria, and al other liabilities are
classified as non-current.

(i)

(i)
(iii)
(iv)

It is expected to be settled in the normal operating cycle;
Itis held primarily for the purpose of trading;
It is due to be settled within twelve months after the reporting period; or

It does not have an unconditional right to defer settlement of the liability for at least twelve
months after the reporting period. Terms of a liability that could, at the option of the
counterparty, result in its settlement by issuing equity instruments do not affect its
classification.

(Continued)
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Cash and cash equivalents

Cash and cash equivalents comprise cash, cash in bank, and short term, highly liquid investments
that are readily convertible to known amounts of cash and are subject to an insignificant risk of
changesin vaue.

Time deposits with maturities within three months or less which meet the above definition and are
held for the purpose of meeting short term cash commitments rather than for investment or other
purposes should be recognized as cash equivalents.

Financia instruments

Accounts receivables are initially recognized when they are originated. All other financial assets and
financial liabilities are initially recognized when the Company becomes a party to the contractual
provisions of the instrument. A financial asset (unless it is a trade receivable without a significant
financing component) or financial liability is initially measured at fair value, plus transaction costs
that are directly attributable to its acquisition or issue. A accounts receivable without a significant
financing component isinitially measured at the transaction price.

(i) Financial assets

All regular way purchases or sales of financial assets classified as the same categories are
recognized and derecognized on atrade date basis.

On initial recognition, a financial asset is classified as measured at amortized cost; fair value
through other comprehensive income (FVOCI) ; or fair value through profit or loss (FVTPL).

Financial assets are not reclassified subsequent to their initial recognition unless the Company
changes its business model for managing financial assets, in which case all affected financial
assets are reclassified on the first day of the first reporting period following the change in the
business model.

1) Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated asat FVTPL :

it is held within a business model whose objective is to hold assets to collect
contractual cash flows; and

its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

These assets are subsequently measured at amortized cost, which is the amount at which
the financial asset is measured at initial recognition, plus/minus, the cumulative
amortization using the effective interest method, adjusted for any loss allowance. Interest
income, foreign exchange gains and losses, as well as impairment, are recognized in
profit or loss. Any gain or 10ss on derecognition is recognized in profit or loss.

(Continued)
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Fair value through other comprehensive income (FVOCI )

On initial recognition of an equity investment that is not held for trading, the Company
may irrevocably elect to present subsequent changes in the investment’ s fair value in
other comprehensive income. This election is made on an instrument-by-instrument
basis.

Equity investments at FVOCI are subsequently measured at fair value. Dividends are
recognized as income unless the dividend clearly represents arecovery of part of the cost
of the investment. Other net gains and losses are recognized in other comprehensive
income and are never reclassified to profit or loss.

Dividend income is recognized in profit or loss on the date on which the Company’ s right
to receive payment is established.

Fair value through profit or loss (FVTPL)

All financial assets not classified as amortized cost or FVOCI described as above are
measured at FVTPL, including derivative financial assets. On initial recognition, the
Company may irrevocably designate a financia asset, which meets the requirements to
be measured at amortized cost or at FVOCI, as at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognized in profit or loss.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, principal is defined as the fair value of the financial
assets on initial recognition. Interest is defined as consideration for the time value of
money and for the credit risk associated with the principal amount outstanding during a
particular period of time and for other basic lending risks and costs, as well as a profit
margin.

In assessing whether the contractual cash flows are solely payments of principal and
interest, the Company considers the contractual terms of the instrument. This includes
assessing whether the financial asset contains a contractual term that could change the
timing or amount of contractual cash flows such that it would not meet this condition. In
making this assessment, the Company considers :

contingent events that would change the amount or timing of cash flows ;
terms that may adjust the contractual coupon rate, including variable rate features ;
prepayment and extension features ; and

terms that limit the Company’ s claim to cash flows from specified assets (e.g. non-
recourse features).

(Continued)
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Impairment of financial assets

The Company recognizes loss allowances for expected credit losses (ECL) on financial
assets measured at amortized cost (including cash and cash equivalents, notes and
accounts receivables, other receivables, guarantee deposit paid and other financial assets,
etc).

The Company measures loss alowances at an amount equal to lifetime ECL, except for
the following which are measured as 12-month ECL :

e Bank balances for which credit risk (i.e. the risk of default occurring over the expected
life of the financial instrument) has not increased significantly since initial
recognition.

Loss allowance for accounts receivables are aways measured at an amount equal to
lifetime ECL.

Lifetime ECL are the ECL that result from all possible default events over the expected
life of afinancia instrument.

12-month ECL are the portion of ECL that result from default events that are possible
within the 12 month after the reporting date (or a shorter period if the expected life of the
instrument is less than 12 months).

The maximum period considered when estimating ECL is the maximum contractual
period over which the Company is exposed to credit risk.

When determining whether the credit risk of afinancial asset has increased significantly
since initial recognition and when estimating ECL, the Company considers reasonable
and supportable information that is relevant and available without undue cost or effort.
This includes both quantitative and qualitative information and analysis based on the
Company’ s historical experience and informed credit assessment as well as forward-
looking information.

The Company assumes that the credit risk on afinancial asset has increased significantly
if it ismore than 61 days past due.

The Company considers afinancial asset to be in default when the financial asset is more
than 361 days past due or the borrower is unlikely to pay its credit obligations to the
Company in full.

ECL are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e the difference between the cash flows due to
the Company in accordance with the contract and the cash flows that the Company
expects to receive). ECL are discounted at the effective interest rate of the financial
asset.

(Continued)
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At each reporting date, the Company assesses whether financial assets carried at
amortized cost are credit-impaired. A financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated future cash flows of the financia
asset have occurred. Evidence that a financial assets is credit-impaired includes the
following observable data:

¢ significant financial difficulty of the borrower or issuer;
e abreach of contract such as a default or being more than 361 days past due;

e the lender of the borrower, for economic or contractual reasons relating to the
borrower’ s financial difficulty, having granted to the borrower a concession that the
lender would not otherwise consider;

e it isprobable that the borrower will enter bankruptcy or other financial reorganization;
or

¢ the disappearance of an active market for a security because of financial difficulties.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets.

The gross carrying amount of a financial asset is written off when the Company has no
reasonable expectations of recovering the financial asset in its entirety or a portion
thereof. The Company individually makes an assessment with respect to the timing and
amount of write-off based on whether there is a reasonable expectation of recovery. The
Company expects no significant recovery from the amount written off. However,
financial assets that are written off could still be subject to enforcement activities in
order to comply with the Company’ s procedures for recovery of amounts due.

Derecognition of financial assets

The Company derecognizes a financial asset when the contractual rights to the cash
flows from the financial asset expired, or it transfers the rights to receive the contractual
cash flows in a transaction in which substantially al of the risks and rewards of
ownership of the financial asset are transferred or in which the Company neither
transfers nor retains substantialy all of the risks and rewards of ownership and it does
not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognized in its
statement of balance sheet, but retains either all or substantially al of the risks and
rewards of the transferred assets. In these cases, the transferred assets are not
derecognized.

(Continued)
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Financial liabilities and equity instruments

1)

2)

3)

4)

5)

Classification of debt or equity

Debt or equity instruments issued by the Company are classified as financial liabilities or
equity in accordance with the substance of the contractual arrangement and the
definitions of financial liability and an equity instrument.

Equity instrument

An equity instrument is any contract that evidences the residual interest in the assets of
an entity after deducting all of its liabilities. Equity instruments issued are recognized as
the amount of consideration received, less the direct cost of issuing.

Financia liabilities

Financia liabilities are classified as measured at amortized cost or FVTPL. A financia
liability is classified asat FVTPL if it isclassified as held-for-trading, it is a derivative or
it is designated as such on initial recognition. Financia liabilities at FVTPL are
measured at fair value; and net gains and losses, including any interest expense, are
recognized in profit or loss.

Other financial liabilities are subsequently measured at amortized cost using the effective
interest method. Interest expense and foreign exchange gains and losses are recognized in
profit or loss. Any gain or loss on derecognition is also recognized in profit or loss.

Derecognition of financial liabilities

The Company derecognizes a financia liability when its contractual obligations are
discharged or cancelled, or expired. The Company also derecognizes a financial liability
when its terms are modified and the cash flows of the modified liability are substantially
different, in which case a new financial liability based on the modified terms is
recognized at fair value.

On derecognition of afinancial liability, the difference between the carrying amount of a
financial liability extinguished and the consideration paid (including any non-cash assets
transferred or liabilities assumed) is recognized in profit or loss.

Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount presented in the
statement of balance sheet when, and only when, the Company currently has a legally
enforceable right to offset the amounts and it intends either to settle them on a net basis
or to realize the asset and settle the liability simultaneously.

Derivative financia instruments

The Company holds derivative financial instruments to hedge its foreign currency and interest
rate exposures. Derivatives are initially measured at fair value. Subsequent to initial
recognition, derivatives are measured at fair value, and changes therein are generaly
recognized in profit or loss.

(Continued)
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Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
based on the weighted-average-costing method and includes expenditure incurred in acquiring the
inventories, production or conversion costs, and other costs incurred in bringing them to their
existing location and condition. In the case of manufactured inventories and work in progress, cost
includes an appropriate share of production overheads based on normal operating capacity.

Net realizable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Investments in subsidiaries

Investments in subsidiaries are accounted for using the equity method. There is no difference
between net income and comprehensive income in the Company’ s parent company only financial
statements and net income and comprehensive income attributable to stockholders of the parent. The
equity in the Company’ s parent company only financial statements and the equity attributable to
stockholders of the parent in the Company’ s consolidated financial statements are also the same.

Changes in the Company’ s ownership interest in a subsidiary that do not result in a loss of control
are accounted for as equity transactions. When the Company loses control over its subsidiaries, the
Company derecognizes the investment by the book value on the date of loss of control and
remeasures the rest of the investments at fair value on the same date.

Investment property

Investment property is the property held either to earn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of business, for use in the production or supply of goods
or services, or for administrative purposes. Investment property is measured at cost on initia
recognition, and subsequently at cost, less accumulated depreciation and accumulated impairment
losses. Depreciation expense is calculated based on the depreciation method, useful life, and residual
value, which are the same as those adopted for property, plant and equipment.

Any gain or loss on disposal of an investment property (calculated as the difference between the net
proceeds from disposal and the carrying amount) is recognized in profit or loss.

Rental income from investment property is recognized as other income on a straight-line basis over
the term of the lease. Lease incentives granted are recognized as an integral part of the total rental
income, over the term of the lease.

Property, plant and equipment
(i) Recognition and measurement

Items of property, plant and equipment are measured at cost, which includes capitalized
borrowing costs, less accumulated depreciation and any accumulated impairment losses.

If significant parts of an item of property, plant and equipment have different useful lives, they
are accounted for as separate items (major components) of property, plant and equipment.

(Continued)
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Any gain or loss on disposal of an item of property, plant and equipment is recognized in profit
or |loss.

Subsequent expenditure

Subsequent expenditure is capitalized only if it is probable that the future economic benefits
associated with the expenditure will flow to the Company.

Depreciation

Depreciation is calculated on the cost of an asset less its residual value and is recognized in
profit or loss on a straight line basis over the estimated useful lives of each component of an
item of property, plant and equipment.

Land has an unlimited useful life, and therefore is not depreciated.

The estimated useful lives for the current and comparative years of significant items of
property, plant and equipment are as follows:

1) Buildings and additional equipment: 1 ~ 51 years
2) Machinery and equipment: 1 ~4 years
3)  Other equipment: 1 ~5 years

Depreciation methods, useful lives, and residual values are reviewed at each annual reporting
date and adjusted if appropriate.

Reclassification to investment property

A property is reclassified to investment property at its carrying amount when the use of the
property changes from owner occupied to investment property.

(K) Lease

(i)

Identifying alease

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. To assess whether a contract
conveys the right to control the use of an identified asset, the Company assesses whether:

1) the contract involves the use of an identified asset — this may be specified explicitly or
implicitly, and should be physically distinct or represent substantially all of the capacity
of a physically distinct asset. If the supplier has a substantive substitution right, then the
asset is not identified; and

2) thecustomer has the right to obtain substantially all of the economic benefits from use of
the asset throughout the period of use; and

(Continued)
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3) the customer has the right to direct the use of the asset throughout the period of use only
if either:

— the customer has the right to direct how, and for what purpose, the asset is used
throughout the period of use; or

— the relevant decisions about how, and for what purpose, the asset is used are
predetermined and:

e the customer has the right to operate the asset throughout the period of use,
without the supplier having the right to change those operating instructions; or

e the customer designed the asset in a way that predetermines how, and for what
purpose, it will be used throughout the period of use.

At inception or on reassessment of a contract that contains a lease component, the Company
allocates the consideration in the contract to each lease component on the basis of their relative
stand-alone prices. However, for the leases of land and buildings in which it is a lessee, the
Company has elected not to separate non-lease components and accounted for the lease and
non-lease components as a single lease component.

Asalessee

The Company recognizes a right-of-use asset and a lease liability at the lease commencement
date. The right-of-use asset isinitially measured at cost, which comprises the initial amount of
the lease liability adjusted for any lease payments made at or before the commencement date,
plus any initial direct costs incurred and an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it is located, less any
lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or the
end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability isinitially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or, if
that rate cannot be reliably determined, the Company’ s incremental borrowing rate. Generally,
the Company usesitsincremental borrowing rate as the discount rate.

L ease payments included in the measurement of the lease liability comprise the following:
—  fixed payments, including in-substance fixed payments;

— variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

— amounts expected to be payable under aresidua value guarantee; and

—  payments for purchase or termination options that are reasonably certain to be exercised
or penalty should be paid.

(Continued)
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The lease liability is measured at amortized cost using the effective interest method. It is
remeasured when:

— thereisachange in future lease payments arising from the change in an index or rate; or

— there is a change in the Company’ s estimate of the amount expected to be payable under
aresidual value guarantee; or

— thereisachange of its assessment on purchase option; or

there is a change of its assessment on whether it will exercise a purchase, extension or
termination option; or

there is any lease modifications

When the lease liability is remeasured, other than lease modifications, a corresponding
adjustment is made to the carrying amount of the right-of-use asset, or in profit and loss if the
carrying amount of the right-of-use asset has been reduced to zero.

When the lease liability is remeasured to reflect the partial or full termination of the lease for
lease modifications that decrease the scope of the lease, the Company accounts for the
remeasurement of the lease liability by decreasing the carrying amount of the right-of-use asset
to reflect the partial or full termination of the lease, and recognize in profit or loss any gain or
loss relating to the partial or full termination of the lease.

The Company presents right-of-use assets that do not meet the definition of investment
property and lease liabilities as a separate line item respectively in the statement of financial
position.

The Company has elected not to recognize right-of-use assets and lease liabilities for |eases of
machinery and other equipment that have short-term leases and | eases of low-value assets. The
Company recognizes the lease payments associated with these leases as an expense on a
straight-line basis over the lease term.

(iii) Asalessor

When the Company acts as a lessor, it determines at lease commencement whether each lease
is afinance lease or an operating lease. To classify each lease, the Company makes an overall
assessment of whether the lease transfers to the lessee substantially all of the risks and rewards
of ownership incidental to ownership of the underlying asset. If thisis the case, then the lease
is a finance leaseg; if not, then the lease is an operating lease. As part of this assessment, the
Company considers certain indicators such as whether the lease is for the mgjor part of the
economic life of the asset.

When the Company is an intermediate lessor, it accounts for its interests in the head lease and
the sub-lease separately. It assesses the |lease classification of a sub-lease with reference to the
right-of-use asset arising from the head lease, not with reference to the underlying asset. If a
head lease is a short-term lease to which the Company applies the exemption described above,
then it classifies the sub-lease as an operating lease.

(Continued)
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If an arrangement contains lease and non-lease components, the Company applies IFRS15 to
allocate the consideration in the contract.

The Company recoghizes lease payments received under operating leases as income on a
straight-line basis over the lease term.

() Intangible assets

(i)

(i)

(iii)

Recognition and measurement
Expenditure on research activitiesis recognized in profit or loss as incurred.

Development expenditure is capitalized only if the expenditure can be measured reliably, the
product or process is technically and commercially feasible, future economic benefits are
probable and the Company intends to, and has sufficient resources to, complete the
development and to use or sell the asset. Otherwise, it is recognized in profit or loss as
incurred. Subsequent to initial recognition, development expenditure is measured at cost, less
accumul ated amortization and any accumulated impairment |osses.

Other intangible assets, including trademarks, patents and copyrights, that are acquired by the
Company and have finite useful lives are measured at cost, less accumulated amortization and
any accumulated impairment losses.

Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.

Amortization

Amortization is calculated over the cost of the asset, less its residual value, and is recognized
in profit or loss on a straight-line basis over the estimated useful lives of intangible assets from
the date that they are available for use.

The estimated useful lives for current and comparative periods are as follows:
1) Trademarks 10 years
2) Patents 2.5~10 years

3) Copyrights 15years

Amortization methods, useful lives and residual values, are reviewed at each annual reporting date
and adjusted if appropriate.

(Continued)
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Impairment of non-financial assets

At each annual reporting date, the Company reviews the carrying amounts of its non-financial assets
(other than inventories and deferred tax assets) to determine whether there is any indication of
impairment. If any such indication exists, then the asset’ s recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or
CGUs.

The recoverable amount of an asset or CGU is the greater of its value-in-use and its fair value, less
costs to sell. Vaue-in-use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable
amount. Impairment losses are recognized in profit or loss. They are allocated to reduce the carrying
amounts of the other assets in the CGU on apro rata basis.

Revenue from contracts with customers

Revenue is measured based on the consideration to which the Company expects to be entitled in
exchange for transferring goods or services to a customer. The Company recognizes revenue when it
satisfies a performance obligation by transferring control of a good or a service to a customer. The
accounting policies for the Company’s main types of revenue are explained below.

(i) Sdeof goods

The Company sales computer peripherals and non-computer peripherals to customers. The
Company recognizes revenue when control of the products has transferred, being when the
products are delivered to the customer, the customer has full discretion over the channel and
price to sell the products, and there is no unfulfilled obligation that could affect the customer’s
acceptance of the products. Delivery occurs when the products have been shipped to the
specific location, the risks of obsolescence and 1oss have been transferred to the customer, and
either the customer has accepted the products in accordance with the sales contract, the
acceptance provisions have lapsed, or the Company has objective evidence that all criteria for
acceptance have been satisfied.

The Company often offers volume discounts to its customers based on aggregate sales of
components. Revenue from these sales is recognized based on the price specified in the
contract, net of the estimated volume discounts. Accumulated experience is used to estimate
the discounts, using the expected value method, and revenue is only recognized to the extent
that it is highly probable that a significant reversal will not occur. A contract liability is
recognized for expected volume discounts payable to customers in relation to sales made until
the end of the reporting period. No element of financing is deemed present as the sales of
components are made with a credit term of 45 days to 90 days, which is consistent with the
market practice.

A receivable is recognized when the goods are delivered as this is the point in time that the
Company has aright to an amount of consideration that is unconditional.

(Continued)
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(i) Rendering of services

The Company provides services, such as model research, development, and design to
customers. Revenue from providing services is recognized in the accounting period in which
the services are rendered. For fixed-price contracts, revenue is recognized based on the actual
service provided to the end of the reporting period as a proportion of the total services to be
provided.

Estimates of revenues, costs or extent of progress toward completion are revised if
circumstances change. Any resulting increases or decreases in estimated revenues or costs are
reflected in profit or loss in the period in which the circumstances that give rise to the revision
become known by management.

(iif) Financing components

The Company does not expect to have any contracts where the period between the transfer of
the promised goods or services to the customer and payment by the customer exceeds one year.
As a consequence, the Company does not adjust any of the transaction prices for the time value
of money.

Deferred grant service

Deferred grant revenue with additional conditions shall be recognized if the Company fulfills the
conditions and the grant revenue becomes receivable.

Deferred grant revenue shall be recognized in profit or loss on a systematic basis in the periods in
which the expenses it is to compensate are recognized. Grant revenue with conditions to compensate
for the acquisition cost of an asset shall be deferred and recognized in profit or loss on a systematic
basis over the useful life of the asset.

If the deferred grant revenue is to compensate for the Company’ s expenses that have been incurred
or to supply immediate financial support to the Company and there is no related cost in the future, it
shall be recognized in profit or loss when the grant revenue becomes receivable.

Employee benefits
(i) Defined contribution plans

Obligations for contributions to the defined contribution plans are expensed as related services
are provided.

(i) Defined benefit plans

The Company’ s net obligation in respect of the defined benefit plans is calculated separately
for each the plan by estimating the amount of future benefit that employees have earned in the
current and prior periods, discounting that amount and deducting the fair value of any plan
assets.

(Continued)
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The calculation of defined benefit obligations is performed annually by a qualified actuary
using the projected unit credit method. When the calculation results in a potential asset for the
Company, the recognized asset is limited to the present value of economic benefits availablein
the form of any future refunds from the plan or reductions in future contributions to the plan.
To calculate the present value of economic benefits, consideration is given to any applicable
minimum funding reguirements.

Remeasurements of the net defined benefit liability (asset), which comprise actuarial gains and
losses, the return on plan assets (excluding interest) and the effect of the asset ceiling (if any,
excluding interest), are recognized immediately in other comprehensive income, and
accumulated in retained earnings within equity. The Company determines the net interest
expense (income) on the net defined benefit liability (asset) for the period by applying the
discount rate used to measure the defined benefit obligation at the beginning of the annual
period to the then-net defined benefit liability (asset). Net interest expense and other expenses
related to defined benefit plans are recognized in profit or loss.

(iif) Short-term employee benefits

Short-term employee benefits are expensed as related services are provided. A liability is
recognized for the amount expected to be paid if the Company has a present lega or
constructive obligation to pay this amount as a result of past service provided by the employee
and the obligation can be estimated reliably.

Share-based payment

The grant-date fair value of equity-settled share-based payment arrangements granted to employees
is generally recognized as an expense, with a corresponding increase in equity, over the vesting
period of the awards. The amount recognized as an expense is adjusted to reflect the number of
awards for which the related service and non-market performance conditions are expected to be met,
such that the amount ultimately recognized is based on the number of awards that meet the related
service and non-market performance conditions at the vesting date.

For share-based payment awards with non-vesting conditions, the grant-date fair value of the share-
based payment is measured to reflect such conditions and there is no true-up for differences between
expected and actual outcomes.

Grant date of a share-based payment award is the date which the board of directors authorized the
price and the number of shares that employees can subscribe for.

Income taxes

Income taxes expenses include both current taxes and deferred taxes. Except for expenses related to
business combinations or recognized directly in equity or other comprehensive income, al current
and deferred taxes are recognized in profit or loss.

Current taxes comprise the expected tax payables or receivables on the taxable profits (losses) for
the year and any adjustment to the tax payable or receivable in respect of previous years. The
amount of current tax payables or receivables are the best estimate of the tax amount expected to be
paid or received that reflects uncertainty related to income taxes, if any. It is measured using tax
rates enacted or substantively enacted at the reporting date.

(Continued)
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Deferred taxes arise due to temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes are
recognized except for the following:

(i) temporary differences on the initial recognition of assets and liabilities in a transaction that is
not a business combination and that affects neither accounting nor taxable profits (losses) at
the time of the transaction;

(i) temporary differences related to investments in subsidiaries, associates and joint arrangements
to the extent that the Company is able to control the timing of the reversal of the temporary
differences and it is probable that they will not reverse in the foreseeable future; and

(iii) taxabletemporary differences arising on theinitial recognition of goodwill.

Deferred taxes are measured at tax rates that are expected to be applied to temporary differences
when they reserve, using tax rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset if the following criteria are met:

(i) the Company has a legally enforceable right to set off current tax assets against current tax
liabilities, and

(i) the deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same
taxation authority on either:

1) the sametaxable entity; or

2) different taxable entities which intend to settle current tax assets and liabilities on a net
basis, or to realize the assets and liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

Deferred tax assets are recognized for the carry forward of unused tax losses, unused tax credits, and
deductible temporary differences to the extent that it is probable that future taxable profits will be
available against which they can be utilized. Deferred tax assets are reviewed at each reporting date,
and are reduced to the extent that it is no longer probable that the related tax benefits will be
realized; such reductions are reversed when the probability of future taxable profits improves.

Earnings per share

The Company discloses the basic and diluted earnings per share attributable to ordinary shareholders
of the Company. The calculation of basic earnings per share is the profit attributable to the ordinary
shareholders of the Company divided by the weighted-average number of ordinary shares
outstanding. The calculation of diluted earnings per share is the profit attributable to ordinary
shareholders of the Company divided by the weighted-average number of ordinary shares
outstanding after adjustment for the effects of all potentially dilutive ordinary shares. Dilutive
potential ordinary shares comprise accrued employee remuneration, employee stock options, and
restricted stock.

(Continued)
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(t) Operating segments

Please refer to the Company’ s consolidated financial statements for the years ended December 31,
2020 and 2019, for further details.

Significant accounting assumptions and judgments, and major sour ces of estimation uncertainty:

The preparation of the parent company only financial statements in conformity with the Regulations
requires management to make judgments, estimates, and assumptions that affect the application of the
accounting policies and the reported amount of assets, liabilities, income, and expenses. Actua results
may differ from these estimates.

The management continues to monitor the accounting estimates and assumptions. The management
recognizes any changes in accounting estimates during the period and the impact of the changes in
accounting estimates in the next period.

There are no critical judgments made in applying the accounting policies that have significant effects on
the amounts recognized in the parent company only financial statements.

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment to the carrying amounts of assets and liabilities within the next financial year is as
follows. Those assumptions and estimation have been updated to reflect the impact of COVID-19
pandemic:

(@ Vauation of inventories

As inventories are measured at the lower of cost or net realizable value, the Company estimates the
amount due to inventories obsolescence and unmarketable items at the reporting date and then
writes down the cost of inventories to net realizable value. The net realizable value of the inventory
is mainly determined based on assumptions as to future demand within a specific time horizon. Due
to the rapid industrial transformation, there may be significant changes in the net realizable value of
inventories. Please refer to note 6(e) for valuation of inventories.

(b) Valuation of inventories and assessment of impairment of intangible assets of investments accounted
for using equity method

Please refer to note 5(a) for inventories valuation. The Company’ s investments accounted for using
equity method include intangible assets from premium investment. The assessment of impairment of
intangible assets required the Company to make subjective judgments on cash-generating units,
alocate the intangible assets to relevant cash-generating units, and estimate the recoverable amount
of relevant cash-generating units. Changes in economic conditions or changes in assessment caused
by business strategies could result in significant impairment charges or reversal in future years.

The Company’ s accounting policies include measuring financial and non-financial assets and liabilities at
fair value through profit or loss. The Company has established an internal control framework with respect
to the measurement of fair value and regularly reviews significant unobservable inputs and valuation
adjustments. If third-party information, such as broker quotes or pricing services, is used to measure fair
value, then the Company assessed the evidence obtained from the third parties to support the conclusion
that such valuations meet the requirements of IFRSs, including the level in the fair value hierarchy in
which such valuations should be classified.
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The Company strives to use market observable inputs when measuring assets and liabilities. Different
levels of the fair value hierarchy to be used in determining the fair value of financial instruments are as
follows:

(@ Level 1. quoted prices (unadjusted) in active markets for identifiable assets or liabilities.

(b) Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

(c) Level 3: inputs for the assets or liability that are not based on observable market data (unobservable
inputs).

For any transfer within the fair value hierarchy, the impact of transfer is recognized on the reporting date.
Please refer to note 6(x) for assumptions used in measuring fair value.

(6) Explanation of significant accounts:

(@) Cashand cash equivalents

December 31, December 31,
2020 2019
Cash on hand $ 600 693
Checking accounts and demand deposits 2,058,286 2,238,160
Time deposits 1,311,368 -
$ 3,370,254 2,238,853

Please refer to note 6(x) for the currency risk and the interest rate risk of the Company’ s cash and
cash equivalents.

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

(i) Thederivative financia instruments were as follows:

December 31, December 31,
2020 2019
Mandatorily measured at FVTPL:
Derivative instruments not used for hedging

Forward exchange contracts $ 14,481 68,661
Foreign exchange swap contracts 246,506 104,146

$ 260,987 172,807

(Continued)
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December 31, December 31,
2020 2019
Financial liabilities held-for-trading:
Derivative instrument not used for hedging

Forward exchange contracts $ (399,762) (193,946)
Foreign exchange swap contracts (32,409) (13,265)

$ (432,171) (207,211)

(i) The Company held the following derivative instruments, without the application of hedge
accounting, were classified as mandatorily measured at fair value through profit or loss and
held-for-trading financial liabilities as of December 31, 2020 and 2019:

December 31, 2020

Nominal amount

Derivative financial

instruments (in thousands) Maturity date  Predetermined rate
Forward exchange contracts usD 764,000  January 6, 2021~ 27.150~28.942
—buy USD / sell TWD June 23, 2021
Forward exchange contracts usb 11,500 January 13, 2021~ 28.490~28.501
—buy TWD / sell USD January 28, 2021
Foreign exchange swap usD 593,000  January 6, 2021~ 28.075~29.424
contracts— swap in TWD/ swap June 23, 2021
out USD

December 31, 2019
Nominal amount

Derivative financial

instruments (in thousands) Maturity date  Predetermined rate
Forward exchange contracts usb 511,000 January 2, 2020~ 29.575~31.260
—buy USD / sell TWD June 29, 2020
Forward exchange contracts usD 106,000  January 2, 2020~ 29.996~30.776
—buy TWD / sell USD March 30, 2020
Forward exchange contracts usb 117,700 January 3, 2020~ 6.9973~7.1710
—buy CNY / sell USD March 25, 2020
Foreign exchange swap usb 10,000  February 26, 2020 31.288
contracts— swap in USD/ swap
out TWD
Foreign exchange swap usb 269,000  January 6, 2020~ 29.754~30.859
contracts— swap in TWD/ swap June 23, 2020
out USD
Foreign exchange swap usb 11,000  January 3, 2020~ 7.0026~7.0036
contracts— swap in CNY/ swap January 7, 2020
out USD

(Continued)
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(iii) Please refer to note 6(x) for the liquidity risk of the Company’s financial instruments.

Financial assets at FVOCI

December December
31, 2020 31, 2019
Equity investmentsat FVOCI
Stocks unlisted in domestic markets-WK Technology Fund 1V
Ltd. $ 1,263 1,076
Stocks unlisted in domestic markets—Changing Information
Technology Inc. 6,002 2,102
Stocks unlisted in domestic markets—Syntronix Corp. 49 49
Equities unlisted in foreign markets-Grove Ventures L.P. 60,722 55,094
Equities unlisted in foreign markets-Grove Ventures||, L.P. 26,227 7,226
Total $ 94,263 65,547

(i) The Company designated the investments above as equity securities at FVOCI because these
equity securities represent those investments that the Company intends to hold for long-term
strategic purposes and not for sale.

(i) During the years ended December 31, 2020 and 2019, the dividends of $191 and $214,
respetively, related to equity investments at FVOCI held were recognized.

(iii) Asaresult of enhancing its working capital, the Company sold 5,338 thousand of its sharesin

Globa TEK, with the fair values of $214,202, resulting in the losses of $52,698, for the year
ended December 31, 2019. Losses had been recognized as other equity interests, and later on,
reclassified to retained earnings.

(iv) Grove Venture, L.P executed capital increases, wherein the Company had participated and

invested the amounts of $9,006 and $25,953 in the years ended December 31, 2020 and 2019,
respectively.

(v) The Company invested the amount of $7,320 in an unlisted company, Grove Ventures I, L.P.,
for the year ended December 31, 2019. Thereafter, the Company had participated in its capital

increase and invested the amount of $19,888 for the year ended December 31, 2020.
(vi) The Company did not provide any of the aforementioned financial assets as collateral.

Accounts receivable (including related parties)

December 31, December 31,
2020 2019
Accounts receivable $ 6,600,651 6,656,011
Accounts receivable — related parties 563,475 567,095
Less; allowance for doubtful accounts (24,844) (17,438)
Total $ 7,139,282 7,205,668
(Continued)
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The Company did not provide any of the aforementioned accounts receivable (including
related parties) as collateral.

The Company applies the simplified approach to provide for its ECL, the use of lifetime ECL
provision for al accounts receivables. To measure the ECL, accounts receivable have been
grouped based on shared credit risk characteristics and customer’ s ability to pay al the
amounts due based on the terms of the contract as well as incorporated forward looking
information, including macroeconomic and relevant industry information. The ECL allowance
provision analysis was as follows:

December 31, 2020

Carrying
amounts of
accounts
receivable L oss allowance
(including Lifetime provision of
related parties) ECL rate lifetime ECL
Current $ 6,418,944 0% -
0 to 30 days past due 697,858 0%~3.16% 22,030
31 to 60 days past due 37,084 0%~5% 1,854
61 to 90 days past due 6,154 0%~10% 616
91 to 180 days past due 4,067 0%~25% 325
181 to 360 days past due - 0%~80% -
More than 361 days past due 19 0%~100% 19
$ 7,164,126 24,844
December 31, 2019
Carrying
amounts of
accounts
receivable L oss allowance
(including Lifetime provision of
related parties) ECL rate lifetime ECL
Current $ 6,315,880 0% -
0 to 30 days past due 879,098 0%~3% 15,735
31 to 60 days past due 18,612 0%~5% 931
61 to 90 days past due 161 0%~10% 16
91 to 180 days past due 8,988 0%~25% 719
181 to 360 days past due 288 0%~80% 29
More than 361 days past due 79  0%~100% 8
$ 7,223,106 17,438
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The movement in the allowance for accounts receivable was as follows;

2020 2019
Balance on January 1, 2020 and 2019 $ 17,438 18,721
Impairment losses recognized 8,625 3,443
Amounts written off - (4,220)
Effect of exchange rate changes (1,219) (506)
Balance on December 31, 2020 and 2019 $ 24,844 17,438

The Company entered into agreements with banks to sell its accounts receivable without
recourse. According to the agreements, within the limit of its credit facilities, the Company
does not need to guarantee the capability of its customers to pay for reasons other than
commercial disputes when transferring its accounts receivable. The Company receives partial
advances upon sales of accounts receivable and pays interest calculated based on the interest
rates agreed for the period through the collection of the accounts receivable. The remaining
amounts are received upon the collection of the accounts receivable, and are recorded as other
receivables. In addition, the Company shall pay handling charges based on afixed rate. The
Company derecognized the above trade receivables because it has transferred substantially all
of the risks and rewards of their ownership and it does not have any continuing involvement in
them. As of December 31, 2020 and 2019, the details of transferred accounts receivable which
conformed to the criteriafor derecognition were as follows:

December 31, 2020

Amount
Recognized in Guarantee
Amount Amount advanced Other Range of (promissory
Buyer der ecognized Unpaid Paid Receivables Interest rate note)
EnTie Bank $ 158,092 - - 158,092 - -
Mega International - US$ 3,750
Commercial Bank
Bank of Taiwan - NT$ 58,000
$ 158,092 - - 158,092
December 31, 2019
Amount
Recognized in Guarantee
Amount Amount advanced Other Range of (promissory
Buyer derecognized Unpaid Paid Receivables Interest rate note)
HSBC Bank $ 1,002,004 - 901,804 100,200  2.19%~2.20% US$ 13,500
EnTie Bank 193,366 - - 193,366 -
Mega International
Commercia Bank . - - - Us$ 3,750
$ 1,195,370 - 901,804 293,566
Please refer to note 9 for guarantee notes provided by the Company to sell its accounts
receivable.

(Continued)
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Inventories
December 31, December 31,
2020 2019
Raw materials $ 90,376 117,149
Semi-finished goods 107,340 121,360
Finished goods and merchandise 3,935,984 2,972,443
$ 4,133,700 3,210,952

The Company did not provide any of the aforementioned inventories as collateral. Except for cost of
inventories sold, the Company recognized the following items as cost of goods sold:

2020 2019
Gains on inventory valuation $ 8,724 38,554
L osses on disposal of inventories (39,420) (104,344)
Losses on physical inventories (87) (2,129)
$ (30,783) (67,919)

Investments accounted for using equity method

The Company’ s investments accounted for using the equity method at the reporting dates were as
follows:

December 31, December 31,
2020 2019
Subsidiaries $ 15,465,579 14,973,751

(i) Please refer to the Company’ s consolidated financial statements for the year ended December
31, 2020, for details of subsidiaries.

(i) The Company did not provide investments accounted for using the equity method as collateral.

(iii) To expand the business scale, the Company established a subsidiary, Primax Electronics
(Singapore) Pte. Ltd., in 2019, which held a newly established subsidiary, Primax Electronics
(Thailand) Pte. Ltd.. All relevant statutory registration procedures had been completed.
Furthermore, the Company invested the amounts of USD10,000 and USD10,100 in 2020 and
2019, respectively.
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(iv) The Company held ALT International Co., Ltd (Cayman) (“ AIC") through its subsidiary,
Primax AE (Cayman) Holding Ltd.. In July 2019, AIC held an interim shareholders meeting
and re-elected its directors, wherein the Company did not obtain more than 50% of its voting
rights in the board, resulting in the Company to lose the right to direct AIC' s relevant
activities, and also lose its control over it. However, the Company still retained a significant
influence over it. Thereafter, the investment in AIC was reclassified to investments accounted
for using the equity method. This transaction was recognized as repurchase after disposal,
which was remeasured at fair value and resulted in a revaluation loss of $279,377 under share
of profit of subsidiaries and associates accounted for using equity method. Please refer to note
6(h) of the Company’ s consolidated financial statements for the year ended December 31,
2020.

Property, plant and equipment

The cost, and depreciation of the property, plant and equipment of the Company for the years ended
December 31, 2020 and 2019, were as follows:

Buildings and Machinery

additional and Other Testing

Land equipment equipment equipment equipment Total
Cost or deemed cost:
Balance on January 1, 2020 $ 22,879 141,673 108,743 58,865 3,479 335,639
Additions - - 13,572 11,384 16,216 41,172
Disposals - - (3,082) (5,355) - (8,437)
Reclassifications - - 3,237 - (10,067) (6,830)
Balanceon December 31,2020 $ 22,879 141,673 122,470 64,894 9,628 361,544
Balance on January 1, 2019 $ 22,879 141,673 68,630 60,372 26,657 320,211
Additions - - 20,542 2,375 27,349 50,266
Disposals - - (1,716) (4,222) - (5,938)
Reclassifications - - 21,287 340 (50,527) (28,900)
Balance on December 31,2019  $ 22,879 141,673 108,743 58,865 3,479 335,639
Depreciation:
Balance on January 1, 2020 $ - 132,866 60,823 49,146 - 242,835
Depreciation - 347 18,593 5,495 - 24,435
Disposals - (1,304) (5,313) - (6,617)
Balanceon December 31,2020 $ - 133,213 78,112 49,328 - 260,653
Balance on January 1, 2019 $ - 132,519 47,735 47,934 - 228,188
Depreciation - 347 14,804 5,434 - 20,585
Disposals - - (1,716) (4,222) - (5,938)
Balanceon December 31,2019  $ - 132,866 60,823 49,146 - 242,835
Carrying amounts:
Balance on December 31,2020 $ 22,879 8,460 44,358 15,566 9,628 100,891
Balanceon December 31,2019  $ 22,879 8,807 47,920 9,719 3,479 92,804
Balance on January 1, 2019 $ 22,879 9,154 20,895 12,438 26,657 92,023

(i) The unamortized deferred revenue of equipment subsidy amounted to $876,467 and
$1,165,686 as of December 31, 2020 and 2019, respectively.

(i) The Company did not provide property, plant and equipment as collateral.
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Right-of-use assets

The Company leases many assets including land, buildings and vehicles. Information about |eases
for which the Company as alessee is presented below:

Cost:
Balance on January 1, 2020
Additions
Disposals
Balance on December 31, 2020
Balance on January 1, 2019
Additions
Balance on December 31, 2019
Depreciation:
Balance on January 1, 2020
Depreciation
Disposals
Balance on December 31, 2020
Balance on January 1, 2019
Depreciation
Balance on December 31, 2019
Carrying amounts:
Balance on December 31, 2020
Balance on December 31, 2019
Balance on January 1, 2019

Investment property

Cost or deemed cost:

Balance on January 1, 2020
Additions

Baance on December 31, 2020
Balance on January 1, 2019
Additions

Baance on December 31, 2019

Other
Land Buildings Vehicles equipments Total

$ 422,216 8,427 2,822 433,465
721 4,488 1,402 6,611
- (906) (906)

$ 422,937 12,009 4,224 439,170
$ 421,495 5,370 - 426,865
721 3,057 2,822 6,600

$ 422,216 8,427 2,822 433,465
$ 86,004 4,008 1,217 91,319
86,388 4,303 1,586 92,277
- (189) (189)

$ 172,392 8,212 2,803 183,407

$ - - - -

86,004 4,098 1,217 91,319

$ 86,004 4,098 1,217 91,319
$ 250,545 3,797 1,421 255,763
$ 336,212 4,329 1,605 342,146
$ 421,495 5,370 426,865

Buildings and
other
Land equipments Total

$ 162,012 172,167 334,179

$ 162,012 172,167 334,179

$ 162,012 172,167 334,179

$ 162,012 172,167 334,179

(Continued)
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Depreciation and impair ment |osses:

Balance on January 1, 2020
Depreciation

Balance on December 31, 2020
Balance on January 1, 2019
Depreciation

Balance on December 31, 2019
Carrying amounts:

Balance on December 31, 2020
Balance on December 31, 2019
Balance on January 1, 2019
Fair value:

Balance on December 31, 2020
Balance on December 31, 2019
Balance on January 1, 2019
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Buildings and
other
Land equipments Total

$ 33,941 55,770 89,711
- 3,560 3,560

$ 33,941 59,330 93,271
$ 33,941 52,210 86,151
- 3,560 3,560

$ 33,941 55,770 89,711
$ 128,071 112,837 240,908
$ 128,071 116,397 244,468
$ 128,071 119,957 248,028
$ 643,812

$ 623,432

$ 590,010

(i) The fair value of investment property is based on the quotation from third parties, which is

categorized within Level 3.

(ii) Investment property comprises a number of commercial properties which are leased to third
parties. Each of the leases contains an initial non-cancellable period between 1 and 15 years.
Subsequent renewals are negotiated with the lessee, and no contingent rents are charged.
Please refer to note 6(n) for further information.

(iii) The Company did not provide any of the aforementioned investment property as collateral.

Intangible assets

The cost and amortization of the intangible assets of the Company for the years ended December 31,

2020 and 2019, were as follows:

Cost:

Balance on January 1, 2020
Acquisition

Balance on December 31, 2020
Balance on January 1, 2019
Acquisition

Balance on December 31, 2019

Trademarks Patents Copyrights Total
25,584 64,271 30,832 120,687
25,584 64,271 30,832 120,687
25,584 64,271 30,832 120,687
25,584 64,271 30,832 120,687

(Continued)
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Trademarks Patents Copyrights Total

Amortization:

Balance on January 1, 2020 $ 25,584 64,271 21,069 110,924
Amortization - - 2,055 2,055
Balance on December 31, 2020 $ 25,584 64,271 23,124 112,979
Balance on January 1, 2019 $ 23,665 64,271 19,013 106,949
Amortization 1,919 - 2,056 3,975
Balance on December 31, 2019 $ 25,584 64,271 21,069 110,924
Carrying amount:

Balance on December 31, 2020 $ - - 7,708 7,708
Baance on December 31, 2019 $ - - 9,763 9,763
Balance on January 1, 2019 $ 1,919 - 11,819 13,738

(i) In 2020 and 2019, the amortizations of intangible assets amounted to $2,055 and $3,975,
respectively, recorded as operating expenses.

(i)  The Company did not provide any of the aforementioned intangible assets as collateral.
Short-term borrowings

The details were as follows:

December 31, December 31,
2020 2019
Unsecured bank |oans $ 280,000 -
Unused credit lines $ 9,117,536 9,853,352

Annual interest rates 0.8% ~0.93% 0.8% ~3.09%

L ong-term borrowings

December 31, 2019
Annual interest

Currency rate Maturity year Amount
Unsecured bank loans TWD 1.35% 2020 $ 27,777
Less: current portion (27,777)
$ -
Unused credit lines $ -

(i) Pleaserefer to note 9 for the details of the outstanding guarantee notes.

(Continued)
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(m) Leaseliabilities

(n)

December 31, December 31,

2020 2019

Current $ 91,140 86,887
Non-current $ 174,194 260,939
For the maturity analysis, please refer to note 6(x).

The amounts recognized in profit or loss were as follows:

2020 2019

Interest on lease liabilities $ 6,532 8,289
Expenses relating to short-term leases and | eases of low- $ 210 1,137

value assets

The amounts recognized in the statement of cash flows for the Company were as follows:

2020 2019
Rental paid in operating activities $ (210) (1,137)
Interest on lease liabilities paid in operating activities (6,532) (8,289)
Payment made on lease liabilitiesin financing activities (88,384) (85,639)
Total cash outflow for leases $ (95,126) (95,065)

(i) Real estate leases

The Company leases buildings for its office and staff dormitory. The leases typically run for a
period of one to five years. Some leases require additional rental payments depending on the
changesin fair value of the lease assets.

(i) Other leases
The Company leases vehicles and other equipments with lease terms of oneto five years.

The Company also leases vehicles with lease terms of one to two years. These |eases are short-
term or leases of low-value items. The Company decided to apply recognition exemptions, and
had elected not to recognize its right-of-use assets and |ease liabilities for these |eases.

Operating lease

The Company leases out its investment property. The Company has classified these leases as
operating leases, because it does not transfer substantially all of the risks and rewards incidental to
the ownership of the assets. Please refer to note 6(i).

(Continued)
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A maturity analysis of lease payments, showing the undiscounted |ease payments to be received after
the reporting date was as follows:

December 31, December 31,

2020 2019
Less than one year $ 11,667 11,451
Between two and five years 40,363 39,589
More than five years 51,135 61,032
Total undiscounted lease payments $ 103,165 112,072

Rental income from investment properties amounted to $11,330 and $11,332 in 2020 and 2019,
respectively.

Employee benefits

(i)

Defined benefit plans

Reconciliation of defined benefit obligation at present value and plan asset at fair value are as

follows:
December 31, December 31,
2020 2019

Present value of defined benefit obligations $ 150,927 163,560
Fair value of plan assets 82,982 95,623
Deficit in the plan 67,945 67,937
Asset ceiling - -

Net defined benefit liability (recorded as other non- $ 67,945 67,937

current liabilities)

The Company makes defined benefit plan contributions to the pension fund account with Bank
of Taiwan that provides pensions for employees upon retirement. The plans (covered by the
Labor Standards Law) entitle a retired employee to receive retirement benefits based on years
of service and average salary for the six months prior to retirement.

1)

Composition of plan assets

The Company allocates pension funds in accordance with the Regulations for Revenues,
Expenditures, Safeguard and Utilization of the Labor Retirement Fund, and such funds
are managed by the Bureau of Labor Funds, Ministry of Labor. With regard to the
utilization of the funds, minimum earnings shall be no less than the earnings attainable
from two-year time deposits with interest rates offered by local banks.

The Company’ s Bank of Taiwan labor pension reserve account balance amounted to
$82,982 at the end of the reporting period. For information on the utilization of the labor
pension fund assets, including the asset allocation and yield of the fund, please refer to
the website of the Bureau of Labor Funds, Ministry of Labor.

(Continued)
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Movementsin present value of defined benefit obligations

The movements in present value of defined benefit obligations for the Company for the
years ended December 31, 2020 and 2019, were as follows:

2020 2019
Defined benefit obligation on January 1 $ 163,560 156,919
Business combinations
Benefits paid (22,029) (995)
Current service costs and interest cost 1,843 1,898
Remeasurement of net defined benefit liabilities 7,553 5,738
Defined benefit obligation on December 31 $ 150,927 163,560

Movements of defined benefit plan assets

The movements in the present value of the defined benefit plan assets for the Company
for the years ended December 31, 2020 and 2019, were as follows:

2020 2019
Fair value of plan assets on January 1 $ 95,623 89,417
Interest income 751 544
Remeasurement of net defined liabilities 3,020 3,592
Contributions paid 2,953 3,065
Benefits paid (19,365) (995)
Fair value of plan assets on December 31 $ 82,982 95,623

Expenses recognized in profit or loss

The expenses recognized in profit or loss for the Company for the years ended December
31, 2020 and 2019, were as follows:

2020 2019
Current service costs $ 562 611
Net interest of net liabilities for defined benefit 531 743
Expenses $ 1,093 1,354

(Continued)
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Remeasurement of net defined liability (asset) recognized in other comprehensive
income

The Company’ s remeasurement of net defined benefit liability (asset) recognized in other
comprehensive income for the years ended December 31, 2020 and 2019, was as follows:

2020 2019
Balance on January 1 $ 12,949 10,803
Recognized during the period 4,533 2,146
Balance on December 31 $ 17,482 12,949

Actuarial assumptions

The principal actuarial assumptions at the reporting date were as follows:

2020 2019
Discount rate 0.350 % 0.800 %
Future salary increase rate 2.750 % 3.000 %

The expected allocation payment to be made by the Company to the defined benefit plans
for the one-year period after the reporting date was $2,848. The weighted-average
lifetime of the defined benefit plansis 10 years.

Sensitivity analysis

When computing the present value of the defined benefit obligations, the Company uses
judgments and estimations to determine the actuarial assumptions, including discount
rates and future salary changes, as of the financial statement date. Any changes in the
actuarial assumptions may significantly impact the amount of the defined benefit
obligations.

If the actuarial assumptions had changed, the impact on the present value of the defined
benefit abligation shall be as follows:

Influences of defined
benefit obligations

Increased 0.25%  Decreased 0.25%

December 31, 2020

Discount rate $ (2,963) 3,053
Future salary increase rate $ 2,902 (2,831)
December 31, 2019

Discount rate $ (3,248) 3,349
Future salary increase rate $ 3,191 (3,111)

(Continued)
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Reasonably possible changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected the defined
benefit obligation by the amounts shown above. Many assumption changes may affect
each other in practice. The method used in the sensitivity analysis is consistent with the
calculation of pension liabilities in the balance sheets.

There were no change in the method and assumptions used in the preparation of the
sensitivity analysis for 2020 and 2019.

Defined contribution plans

The Company allocates 6% of each employee’ s monthly wages to the labor pension personal
account at the Bureau of Labor Insurance in accordance with the provisions of the Labor
Pension Act. Under this defined contribution plan, the Company contributes a fixed amount to
the Bureau of Labor Insurance without additional legal or constructive obligation.

The Company recognized pension costs under the defined contribution method amounting to
$48,985 and $47,536 for the years ended December 31, 2020 and 2019, respectively, recorded
as operating expenses and operating cost in the statement of comprehensive income.

(p) Incometaxes

(i)

(i)

(iii)

The components of income tax expenses for the years ended December 31, 2020 and 2019,
were as follows:

2020 2019
Current tax expense $ 285,876 414,614
Deferred tax expense (benefit) 17,901 (55,170)
Income tax expense $ 303,777 359,444

The Company had no income tax recognized directly in equity or other comprehensive income
for the years ended December 31, 2020 and 2019.

Reconciliation of income tax expenses and profit before tax for the years ended December 31,
2020 and 2019, were as follows:

2020 2019
Profit before tax $ 2,223,042 2,494,314
Income tax calculated based on the Company’s
domestic tax rate 444,608 498,863
Overseas investment gains recognized under the
equity method (113,490) (130,698)
Investment tax credits accrued (71,569) (77,016)
Prior year’'sincome tax adjustment 45,356 25,750
Surtax on unappropriated earnings 18,052 12,470
Others (19,180) 30,075
Income taxes expense $ 303,777 359,444
(Continued)
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(iv) Deferred tax assets and liabilities

1)

2)

3)

Unrecognized deferred tax liabilities

42

The Company is able to control the timing of the reversal of the temporary differences
associated with subsidiaries’ earnings. Also, the management considered it probable that
the temporary differences will not be reversed in the foreseeable future. Hence, such
temporary differences were not recognized under deferred tax liabilities. Details were as

follows:
December 31, December 31,
2020 2019
Aggregate amount of temporary differences related
to investments in subsidiaries $ 1,025,729 889,807

Unrecognized deferred tax assets

Deferred tax assets have not been recognized in respect of the following items:

December 31, December 31,
2020 2019
Deductible temporary differences $ 160,000 136,700

The deductible temporary differences cannot be realized. Therefore, they were not
recognized as deferred tax assets.

Recognized deferred tax assets and liabilities

Changes in the amount of deferred tax assets and liabilities for the years ended December
31, 2020 and 2019, were as follows:

Investment
income
recognized
under the equity Unrealized
method foreign exchange
(over seas) gains Others Total
Deferred tax liabilities:
Balance on January 1, 2020 $ 369,676 24,699 1,247 395,622
Recognized in profit or loss (83,326) 69,479 (13,847)
Balance on December 31,2020  $ 286,350 94,178 1,247 381,775
Balance on January 1, 2019 $ 321,167 6,927 31,108 359,202
Recognized in profit or loss 48,509 17,772 (29,861) 36,420
Balance on December 31,2019  $ 369,676 24,699 1,247 395,622

(Continued)
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Unrealized
revenue
Bad debt Unfunded Losson Deferred from
in excess pension fund Refund inventory granted disposal of
of tax limit contribution liabilities valuation revenue assets Others Total

Deferred tax assets:
Balance on January 1, 2020 $ 39,958 15,957 187,650 11,685 233,137 27,296 9,086 524,769
Recognized in profit or loss - (905) 5,389 (1,244) (57,844) (3,090) 25,946 (31,748)
Balance on December 31, 2020  $ 39,958 15,052 193,039 10,441 175,293 24,206 35,032 493,021
Balance on January 1, 2019 $ 46,958 16,300 159,382 17,096 161,566 30,386 1,491 433,179
Recognized in profit or loss (7,000) (343) 28,268 (5,411) 71,571 (3,090) 7,595 91,590
Balance on December 31, 2019  $ 39,958 15,957 187,650 11,685 233,137 27,296 9,086 524,769

(v) The Company’sincome tax returns have been examined by the tax authority through the years
to 2018.

Capital and other equity
(i) Ordinary Shares

As of December 31, 2020 and 2019, the nominal ordinary shares both amounted to $5,500,000.
Par value of each share is $10 (dollars), which means in total there were 550,000 thousand

authorized ordinary shares, of which 450,898 thousand and 448,581 thousand shares,
respectively, wereissued. All issued shareswere paid up upon issuance.

Reconciliation of shares outstanding for the years ended December 31, 2020 and 2019, were as
follows:

Ordinary shares
(in thousands of shares)

2020 2019
Balance on January 1 448,581 447,452
I ssuance of restricted stock 2,440 1,820
Retirement of restricted stock (123) (691)
Balance on December 31 450,898 448,581
(Continued)
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Capital surplus
The balances of capital surplus were asfollows:
December 31, December 31,
2020 2019

Additional paid-in capital $ 759,070 662,230
Employee stock options 259,401 259,401
Restricted employee stock options 169,540 193,599
Long-term stock investment 379,617 367,815

$ 1,567,628 1,483,045

According to the ROC Company Act, capital surplus can only be used to offset a deficit, and
only the realized capital surplus can be used to increase the common stock or be distributed as
cash dividends. The aforementioned realized capital surplus includes capital surplus resulting
from premium on issuance of capital stock and earnings from donated assets received.
According to the Regulations Governing the Offering and Issuance of Securities by Securities
Issuers, the capital increase via transferring of the paid-in capital, in excess of par value,
should not exceed 10% of the total common stock outstanding.

Retained earnings

According to the articles of the Company, when allocating the earnings for each year, the
Company shall first offset its losses in previous year and set aside a legal capital reserve at
10% of the earing left over, until the accumulated legal capital reserve has equaled the total
capital of the Company; then set aside a specia capital reserve in accordance with relevant
laws, the balance of the earnings shall combined into an aggregate amount of undistributed
earnings, which shall become the aggregate distributable earnings to be distributed according
to the distribution plan proposed by the board of directors and submitted to the stockholders
meeting for resolution.

The Company is at the growth stage and considers its future cash demand, long-term financial
plans, benefits to stockholders, and balanced dividends. Earnings distribution is made by stock
dividend and cash dividend. The cash dividend shall not be less than 10 percent of the total
dividends and could be adjusted depending on the Company’ s operating condition.

1) Lega reserve

If the Company experiences profit for the year, the distribution of the statutory earnings
reserve, either by new shares or by cash, shall be decided at the shareholders' meeting,
and the distribution amount is limited to the portion of legal reserve which exceeds 25
percent of the paid-in capital.

(Continued)
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2)  Specia reserve

By choosing to apply exemptions granted under IFRS 1 “ First-time Adoption of
International Financial Reporting Standards’ during the Company’ s first-time adoption
of the International Financial Reporting Standards endorsed by the FSC, retained
earnings increased by $97,300 by recognizing the cumulative translation adjustments
(gains) on the adoption date as deemed cost. I1n accordance with Ruling No. 1010012865
issued by the FSC on April 6, 2012, the increase in retained earnings due to the first-time
adoption of IFRSs shall be reclassified as special reserve, and when the relevant asset is
used, disposed of, or reclassified, this special reserve shall be reversed as distributable
earnings proportionately. As of December 31, 2020 and 2019, the carrying amount of
special reserve both amounted to $97,300.

In accordance with the guidelines of the above Ruling, a portion of current-period
earnings and undistributed prior-period earnings shall be reclassified as special earnings
reserve during earnings distribution. The amount to be reclassified should be equal to
the difference between the total net current-period reduction of special earnings reserve
resulting from the first-time adoption of IFRSs and the carrying amount of other
stockholders' equity as stated above. Similarly, a portion of undistributed prior-period
earnings shall be reclassified as special earnings reserve (which does not qualify for
earnings distribution) to account for cumulative changes to other stockholders equity
pertaining to prior periods due to the first-time adoption of IFRSs. Amounts of
subsequent reversals pertaining to the net reduction of other stockholders equity shall
qualify for additional distributions.

3) Earningsdistribution

On June 23, 2020 and June 18, 2019 the stockholders' meeting resolved the distribution
of earnings for 2019 and 2018, respectively. The distribution were both NT$2.4 (dollars)
per share, which amounted to $1,076,876 and $1,072,341, respectively.

Share-based payment

(i) Asof December 31, 2020, the outstanding restricted stock of the Company was as follows:

Plan 3 (note 1) Plan 4 (note 1) Plan 5 (note 1) Plan 6 (note 1)
Grant date February 13, 2017 September 7, 2017 February 8, 2018 September 13, 2018  November 21, 2019 February 20, 2020 July 30, 2020
Fair value on grant 45.80 72.40 76.70 46.85 64.30 53.20 4175
date (per share)
Exercise price Free grants Free grants Free grants Free grants Free grants Free grants Free grants
Granted units 2,450 550 1,100 900 1,820 180 2,260

(thousand shares)

Vesting period 1~3 years 1~3 years 1~3 years 1~3 years 1~3 years 1~3 years 1~5 years
(note 2) (note 2) (note 2) (note 2) (notes 2 and 4) (note 2) (notes 2, 3, 4 and 5)

Note 1: Plan 3 wasresolved by the stockholders' meeting held on June 20, 2016, and has been
registered with and approved by the Securities and Futures Bureau of the FSC. The
board of directors meeting resolved to issue 2,450 thousand shares and 550 thousand
shares on January 23 and August 10, 2017, respectively.

(Continued)
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Note 2:

Note 3:

Note 4:

Note 5:

Plan 4 was resolved by the stockholders' meeting held on May 25, 2017, and has been
registered with and approved by the Securities and Futures Bureau of the FSC. The
board of directors meeting resolved to issue 1,100 thousand shares and 900 thousand
shares on January 31 and August 10, 2018, respectively.

Plan 5 was resolved by the stockholders' meeting held on June 18, 2019, and has been
registered with and approved by the Securities and Futures Bureau of the FSC. The
board of directors meeting resolved to issue 1,820 thousand shares and 180 thousand
shares on November 12, 2019 and February 18, 2020, respectively.

Plan 6 was resolved by the stockholders' meeting held on June 23, 2020, and has been
registered with and approved by the Securities and Futures Bureau of the FSC. The
board of directors’ meeting resolved to issue 2,260 thousand shares on July 30, 2020.

If the employees continue to provide service to the Company and meet the prior year's
performance indicator, 30%, 30% and 40% shall be vested in the first year, second
year and third year, respectively, after the grant date.

If the employees continue to provide service to the Company and meet the prior year's
performance indicator, 50% of the restricted stock shall be vested in the first year after
the grant date, and the remaining 50% shall be vested in second year after the grant
date.

If the employees continue to provide service to the Company and meet the prior year's
performance indicator, the restricted stock shall be vested in the first year after the
grant date.

If the employees continue to provide service to the Company and meet the prior year's
performance indicator, 15%, 15%, 20%, 20% and 30% shall be vested in the first year,
second year, third year, fourth year and fifth year, respectively, after the grant date.

The restricted stock is kept by a trust, which is appointed by the Company, before it is
vested. These shares shall not be sold, pledged, transferred, gifted, or, by any other
means, disposed of to third parties during the custody period. The voting rights of these
shares are executed by the custodian, and the custodian will act based on law and
regulations. If the shares remain unvested after the vesting period, the Company will
cancel the unvested shares thereafter.
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1) Therelated information on restricted stock of the Company was as follows:

a7

(Thousand shares) 2020 2019
Outstanding on January 1 3,816 3,316
Granted during the year 2,440 1,820
Vesting during the year (2,017) (1,158)
Expired during the year (136) (162)
Outstanding on December 31 4,103 3,816

(i) Expenses attributable to share-based payment were as follows:

2020 2019

Restricted stock $ 117,593 61,099

() Earnings per share

(i)

Basic earnings per share

The calculation of basic earnings per share for the years ended December 31, 2020 and 2019,
based on the profit and the weighted-average number of ordinary shares outstanding was as

follows:
2020 2019
Profit of the Company for the year $ 1,919,265 2,134,870
Weighted-average number of ordinary shares
(thousand shares) 445,829 444,465
Basic earnings per share (NT dollars) $ 4.30 4.80
Weighted-average number of ordinary shares (thousand shares)
2020 2019
Ordinary shares on January 1 444765 443 607
Vesting of restricted stock 1,064 858
Ordinary shares on December 31 445,829 444 465
(Continued)
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Diluted earnings per share
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The calculation of diluted earnings per share for the years ended December 31, 2020 and 2019,
based on the profit and the weighted-average number of ordinary shares outstanding after

adjustment for the effects of al dilutive potential ordinary shares was as follows:

2020 2019
Profit of the Company for the year $ 1,919,265 2,134,870
Weighted-average number of ordinary shares
(diluted / thousand shares) 449,909 447 663
Diluted earnings per share (NT dollars) $ 4.27 4.77
Weighted-average number of ordinary shares (diluted) (thousand shares)
2020 2019
Welghted-average number of ordinary shareson
December 31 (basic) 445,829 444,465
Estimated effect of employee stock bonuses 1,935 1,462
Effect of restricted stock 2,145 1,736
Weighted-average number of ordinary shares on
December 31 (diluted) 449,909 447,663
Revenue from contracts with customers
Disaggregation of revenue
2020
Computer Non-computer
Peripherals Peripherals Total
Goods sold $ 24,022,677 10,517,691 34,540,368
Service rendered 61,233 388,426 449,659
$ 24,083,910 10,906,117 34,990,027
2019
Computer Non-computer
Peripherals Peripherals Total
Goods sold $ 21,748,799 13,203,031 34,951,830
Service rendered 206,138 1,020,765 1,226,903
$ 21,954,937 14,223,796 36,178,733
2020 2019
Mainland China $ 24,159,354 25,946,885
Europe 3,841,836 4,365,971
America 3,718,326 3,624,571
Other 3,270,511 2,241,306
$ 34,990,027 36,178,733
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(i) Contract balances

December 31, December 31, January 1,
2020 2019 2019
Accounts receivable (including $ 7,164,126 7,223,106 7,636,243
related parties)
Less: allowance for impairment (24,844) (17,438) (18,721)
$ 7,139,282 7,205,668 7,617,522
Contract liabilities (recordedas  $ 121,554 57,991 53,366

other current liabilities)
For details on accounts receivable and allowance for impairment, please refer to note 6(d).

The amount of revenue recognized for the years ended December 31, 2020 and 2019 that were
included in the contract liability balance at the beginning of the period were $55,901 and
$32,563, respectively.

The contract liabilities primarily relate to the advance consideration received from contracts
with goods sold, for which revenue is recognized when products are delivered to customers.

Employee’s, directors’ and supervisors remuneration

In accordance with the Articles of incorporation, the Company should contribute 2 to 10 percent of
the profit as employee remuneration and less than 2 percent as directors' remuneration when thereis
profit for the year. However, if the Company has accumulated deficits, the profit should be reserved
to offset the deficit. The recipients of shares and cash may include the employees of the Company’s
affiliated companies who meet certain conditions.

Details of remuneration to employees and directors for the years ended December 31, 2020 and 2019
, were as follows:

2020 2019
Employee remuneration $ 72,645 75,526
Directors' remuneration 36,323 37,763
$ 108,968 113,289

The estimated amounts mentioned above are calculated based on the net profit before tax, excluding
the remuneration to employees, directors and supervisors of each period, multiplied by the
percentage of remuneration to employees, directors and supervisors as specified in the Company’ s
articles. These remunerations were expensed under operating costs or operating expenses during
each period. The differences between the amounts distributed and those accrued in the financial
statements, if any, are accounted for as changes in accounting estimates and recognized as profit or
lossin the distribution year.

(Continued)
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The differences between the amounts approved in the directors' meeting and those recognized in the
financial statements for the distributions of earnings for 2019 and 2018 were as follows:

2019
Accrued in the
Actual earnings financial
distributed statements Difference
Employee remuneration — Cash $ 75,520 75,526 6
Directors' remuneration 26,430 37,763 11,333
2018
Accrued in the
Actual earnings financial
distributed statements Difference
Employee remuneration — Cash $ 64,430 64,439 9
Directors' remuneration 32,200 32,219 19

Except for the difference on the directors’ remuneration in 2019, which was due to a voluntary pay
cut of directors, the other differences were accounted for as changes in accounting estimates and
recognized as profit or loss in the years 2020 and 2019. Information on the remuneration to
employees and directors, approved in the board of directors' meetings, can be accessed in the Market
Observation Post System website.

Other income

The details of other income for the years ended December 31, 2020 and 2019, were as follows:

2020 2019
Rent income $ 12,034 12,034
Cash dividend income 191 214
$ 12,225 12,248

Other gains and losses

The details of other gains and losses for the years ended December 31, 2020 and 2019, were as
follows:

2020 2019
Net losses on financial assetgliabilities measured at FVTPL  $ (171,144) (34,404)
Foreign currency exchange gains, net 852,460 276,315
Other 170,016 138,451
$ 851,332 380,362

(Continued)
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(x) Financia instruments

(i)

(i1)

Credit risk
1)  Credit risk exposure

The carrying amount of financial assets represents the maximum amount exposed to
credit risk.

2)  Concentration of credit risk
For information on the Company’ s concentration of credit risk, please refer to note 6(y).
Liquidity risk

The following table shows the contractual maturities of financial liabilities:

Carrying Contractual Within 1 Over 5
amount cash flows year 1-2years 2~5years years
December 31, 2020
Non-derivative financial liabilities:
Short-term borrowings $ 280,000 280,154 280,154
Notes and accounts payable 62,501 62,501 62,501
Accounts payable to related parties 11,625,520 11,625,520 11,625,520
Other payables 1,491,003 1,491,003 1,491,003
Salaries payable 256,850 256,850 256,850 - -
Lease liahilities 265,334 273,490 95,781 91,755 85,954
Refund liabilities 1,391,042 1,391,042 1,391,042 -
Guarantee deposits 1,991 1,991 - - - 1,991
Derivative financial liabilities: 432,171 - -
Outflow - 4,601,941 4,601,941
Inflow - (4,169,770) (4,169,770) - - -
$ 15,806,412 15,814,722 15,635,022 91,755 85,954 1,991
December 31, 2019
Non-derivative financial liabilities:
Notes and accounts payable $ 90,504 90,504 90,504
Accounts payable to related parties 11,139,174 11,139,174 11,139,174
Other payables 1,250,253 1,250,253 1,250,253
Salaries payable 380,641 380,641 380,641 - -
Lease liahilities 347,826 362,433 93,359 92,134 176,940
Refund liabilities 1,340,251 1,340,251 1,340,251 - -
Long-term borrowings 27,777 27,822 27,822 -
Guarantee deposits 222,005 222,005 - - - 222,005
Derivative financial liabilities: 207,211 - - -
Outflow - 807,886 807,886
Inflow - (598,600) (598,600)

$_ 15,005,642 15,022,369 14,531,290 92,134 176,940 222,005

The Company does not expect that the cash flows included in the maturity analysis could occur
significantly earlier or at significantly different amounts.

(Continued)
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Currency risk
1) Exposureto foreign currency risk
The Company’ s significant exposure to foreign currency risk was as follows:
December 31, 2020 December 31, 2019
Foreign Exchange Foreign Exchange
currency rate TWD currency rate TWD
Financial assets
Monetary items
USD:TWD $ 371,535 28508 10,591,710 324,583 30.106 9,771,900
Financial liabilities
Monetary items
USD:TWD 500,204 28508 14,259,814 448,430 30.106 13,500,424

2)  Senditivity analysis

The Company’ s exposure to foreign currency risk arises from the trandation of the
foreign currency exchange gains and losses on cash and cash equivalents, accounts and
other receivables (including related parties), loans and borrowings, notes and accounts
payable (including related parties), and other payables (including related parties) that are
denominated in foreign currency.

A weakening (strengthening) of 5% of the TWD against the USD as of December 31,
2020 and 2019, would have decreased or increased the net profit before tax by $183,405

and $186,426, respectively. The analysis is performed on the same basis for both
periods.

3) Exchange gains and losses on monetary items

The Company’ s exchange gains and losses on monetary items (including realized and
unrealized) trandlated to functional currency were as follows:

2020 2019
Exchange Average Exchange Average
gains exchange gains exchange
and losses rate and losses rate
TWD $ 852,460 1 276,315 1

Interest rate analysis
Please refer to note 6(y) for the interest rate exposure of financial assets and liabilities.

The following sensitivity analysis is based on the exposure to the interest rate risk of non-
derivative financia instruments on the reporting date. Regarding liabilities with variable
interest rates, the analysis is based on the assumption that the amount of liabilities outstanding
at the reporting date was outstanding throughout the year. The rate of change is expressed as
the interest rate increases or decreases by 0.25% when reporting to management internaly,
which aso represents the Company management’ s assessment of the reasonably possible
interest rate change.

(Continued)
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If the interest rate had increased or decreased by 0.25%, and assumed all other variables
remain constant, the net profit before tax would have increased or decreased by $7,781 and by
$5,526 for the years ended December 31, 2020 and 2019, respectively. Thisis mainly due to
bank savings and borrowings with variable interest rates.

Fair value
1) Kindsof financial instruments and fair value

The carrying amount and fair value of the Company’ s financial assets and liabilities,
including the information on fair value hierarchy were as follows; however, for financia
instruments not measured at fair value whose carrying amount is reasonably close to the
fair value, and lease liabilities, disclosure of fair value information is not required:

December 31, 2020

Fair Value
Carrying
amounts Level 1 Level 2 Level 3 Total
Financial assetsat FVTPL —
current $ 260,987 - - 260,987 260,987
Financial assetsat FVOCI - non
current $ 94,263 - - 94,263 94,263
Financial assets measured at -
amortized cost
Cash and cash equivalents $ 3,370,254
Accounts receivable (including
related parties) 7,139,282
Other receivables 220,212
Refundable deposits 24,419
Total $ 10,754,167
Financial liabilitiesat FVTPL —
current $ 432,171 - - 432,171 432,171
Financial liabilitiesmeasuredat
amortized cost
Borrowings $ 280,000
Notes and accounts payable
(including related parties) 11,688,021
Other payables 1,491,003
Salaries payable 256,850
Leaseliabilities 265,334
Refund liabilities 1,391,042
Guarantee deposits 1,991
Total $ 15,374,241
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The Company uses the following methods in determining the fair value of its financial

instruments without a quoted price in an active market:

a) The fair value of derivative instruments is based on quoted prices. When quoted
prices are unavailable, the fair value is estimated on the basis of the contract’ s spot

exchange rate and swap point.

b) Financial assets at FVOCI — non-current are investments in domestic or foreign
non-listed stock. The estimated fair value is based on the market approach of
comparable business and lack of liquidity. When prices are available, the fair value

is estimated on the basis of unadjusted prior trade prices.
3) In 2020 and 2019, there were no transfers between Levels.

4)  Reconciliation of Level 3 fair values

2020 2019
FVTPL FVOCI Total FVTPL FVOCI Total

Balance on January 1 $ (34,404) 65,547 31,143 55,632 30,887 86,519
Recognized in profit or loss (171,144) - (171,144) (34,404) - (34,404)
Recognized in other

comprehensive income - (178) (178) - 1,387 1,387
Acquisition / disposal 34,364 28,894 63,258 (55,632) 33,273 (22,359)
Balanceon December 31 $  (171,184) 94,263 (76,921) (34,404) 65,547 31,143

5) Quantified information on significant unobservable inputs (Level 3) used in fair value

measurement
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December 31, 2019
Fair Value
Carrying
amounts Level 1 Level 2 Level 3 Total
Financial assetsat FVTPL —
current $ 172,807 - - 172,807 172,807
Financial assetsat FVOCI —non
current $ 65,547 - - 65,547 65,547
Financial assets measured at -
amortized cost
Cash and cash equivaents $ 2,238,853
Accounts receivable (including
related parties) 7,205,668
Other receivables 388,334
Refundable deposits 24,729
Total $ 9,857,584
Financial liabilitiesat FVTPL —
current $ 207,211 - - 207,211 207,211
Financial liabilitiesmeasuredat
amortized cost
Borrowings $ 27,777
Notes and accounts payable
(including related parties) 11,229,678
Other payables 1,250,253
Salaries payable 380,641
Lease liabilities 347,826
Refund liabilities 1,340,251
Guarantee deposits 222,005
Total $ 14,798,431
2)  Fair value valuation techniques for financia instruments measured at fair value

If afinancial instrument has a quoted price in an active market, the quoted price is used
as fair value. The quoted price of afinancia instrument obtained from major exchanges
and over-the counter markets are the basis used to determine the fair value of a listed
company’s stock and the quoted pricesin an active market.

A financial instrument is regarded as being quoted in an active market if quoted prices
are readily and regularly available from an exchange, dealer, broker, industry group,
pricing service or regulatory agency and those prices represent actual and regularly
occurring market transactions on an arm’ s-length basis. If these conditions can not be
reached, then the market is non-active. In general, a market with low trading volume or
high bid-ask spreadsis an indication of a non-active market.

(Continued)

The fair value measurements of the Company which are categorized within level 3 are
classified as financial assets and liabilities at FVTPL — derivative financial instruments
and financial assets at FVOCI — equity securities. The quantitative information about
significant unobservable inputs was as follows:

I nter-relationships
between significant

Valuation Significant unobservableinputs
Item technique unobservable inputs and fair value
Financial assets at (note 1) (note 1) (note 1)
FVOCI —equity
investment without an
active market
Financia assets and (note 2) (note 2) (note 2)

liabilities at FVTPL

note 1: The fair value is based on the market value, and it has considered the recent
financing activities, comparable business, market and other economic conditions
etc., to determine the assumptions. Also, the significant unobservable inputs are
marketability discount, but any changes of marketability discount would not
result in significant potential financial impact, therefore there is no need to show
the quantified information on it.

(Continued)
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note 2: The fair value is based on the quotation of athird party, therefore there is no need
to show the sensitivity analysis of unobservable inputs.

Financial risk management

(i)

(i)

(iii)

Overview

The Company has exposure to the following risks from financial instruments:
1) Creditrisk

2)  Liquidity risk

3) Market risk

This note presents information on exposure to each of the above risks and on the objectives,
policies, and processes for measuring and managing risk. For detailed information, please refer
to the related notes on each risk.

Structure of risk management

The Company’ s risk management policies are established to identify and analyze the risks
faced by the Company, to set appropriate risk limits and controls, and to monitor risks and
adherence to limits. Risk management policies and systems are reviewed regularly to reflect
changes in market conditions and the Company’s activities. The Company, through itstraining
and management standards and procedures, aims to develop a disciplined and constructive
control environment in which all employees understand their roles and obligations.

The Company’ s board of directors oversees the management’ s monitoring of the Company’ s
risk management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Company. The board of directorsis assisted in
its oversight role by an internal auditor. The internal auditor undertakes both regular and ad
hoc reviews of risk management controls and procedures, the results of which are reported to
the board of directors.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or a counterparty to a
financia instrument fails to meet its contractual obligations and arises principally from the
Company’ s cash and cash equivalents, accounts receivables (including related parties), and
derivative instruments.

1) Cash and cash equivaents

The Company had deposited $3,227,058 (including restricted deposits) in DBS Bank and
9 other financia institutions, and $2,181,697 (including restricted deposits) in HSBC
Bank and 5 other financial institutions, representing 10% and 7% of total assets, as of
December 31, 2020 and 2019, respectively. The Company believes that there is no
significant credit risk from the above-mentioned financial institutions.

(Continued)
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2)  Accountsreceivable

Sales to individual customers (including related parties) constituting over 10% of total
revenue for the years ended December 31, 2020 and 2019, totaled 16% and 12%,
respectively; aso 19% and 5%, respectively, of the ending balance of accounts
receivable (including related parties) were accounted for by those customers. In order to
reduce credit risk, the Company assesses the financial status of each customer and the
possibility of collection of receivables on a regular basis. The above-mentioned
customers are profitable and have a good credit record; hence, and the Company did not
suffer any significant credit loss from those customers during the financial reporting
period.

3) Derivative instruments

The Company entered into derivative instrument contracts with reputable and
creditworthy financial ingtitutions. The Company believes that the risk that these
financia institutions may default on these contracts is relatively low and anticipates no
significant credit loss.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Company’ s approach to managing liquidity is to ensure, as far as possible, that it
always has sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Company’ s
reputation.

The Company manages sufficient cash and cash equivalents so as to cope with its operations
and mitigate the effects of fluctuations in cash flows. The Company had unused credit line of
$9,117,536 and $9,853,352 as of December 31, 2020 and 2019, respectively.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates, and equity prices, will affect the Company’ s income or the value of its holdings of
financial instruments. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optimizing the return.

1) Currency risk

The Company is exposed to currency risk on sales, purchases, and borrowings that are
denominated in a currency other than the functional currency. These transactions are
denominated in USD.

The Company uses forward exchange contracts and foreign exchange swap contracts to
hedge its currency risk. The Company makes performance reports and reviews operating
strategy regularly, and believes that there is no significant risk because the gains or losses
from exchange rate fluctuation will mostly be offset by the hedged item.

(Continued)
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2) Interest raterisk

The Company’ s main assets and liabilities with a floating-interest-rate basis are deposits
and borrowings. The Company believes that cash flow risk arising from interest rate
fluctuation is insignificant.

Capital management

The board’ s policy is to maintain a strong capital base so as to maintain investor, creditor, and
market confidence, and to sustain future development of the business. Capital consists of ordinary
shares, capital surplus, retained earnings, other equity, and non-controlling interests.

The Company sets its objectives for managing capital to safeguard the capacity to continue to
operate, to continue to provide a return to stockholders, to safeguard the interest of related parties,
and to maintain an optimal capital structure to reduce the cost of capital.

The Company’s debt ratio as of December 31, 2020 and 2019, were both 58%.
Changes of liabilities from financing activities

Reconciliation of liabilities arising from financing activities was as follows:

January 1, Non-cash December 31,
2020 Cash flows changes 2020
Short-term borrowings $ - 280,000 - 280,000
Long-term borrowings 27,777 (27,777) - -
Lease liabilities 347,826 (88,384) 5,892 265,334
Total liahilities from financing activities $ 375,603 163,839 5,892 545,334
January 1, Non-cash December 31,
2019 Cash flows changes 2019
Short-term borrowings $ 950,000 (950,000) - -
Long-term borrowings 83,333 (55,556) - 27,777
Leaseliabilities 426,865 (85,639) 6,600 347,826
L ong-term accounts payable to related parties 357,703 (357,703) - -
Total liabilities from financing activities $ 1,817,901 (1,448,898) 6,600 375,603

(7) Related-party transactions:

@

Names and relationship with related parties

Name of related party Relationship with the Group

Primax Industries (Cayman Holding) Ltd. A subsidiary
(Primax Cayman)

Primax Technology (Cayman Holding) Ltd. A subsidiary
(Primax Tech.)

Destiny Technology Holding Co., Ltd. A subsidiary
(Destiny BVI.)

(Continued)
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Name of related party

Relationship with the Group

Primax Destiny Co., Ltd. (Destiny Japan)
Diamond (Cayman) Holdings Ltd. (Diamond)
Gratus Technology Corp. (Gratus Tech.)

Primax AE (Cayman) Holdings Ltd. (Primax AE)

Primax Electronics (Singapore) Pte. Ltd. (Primax
Singapore)

Primax Industries (Hong Kong) Ltd. (Primax HK)
Polaris Electronics Inc.(Polaris)
Destiny Electronic Corp. (Destiny Beijing)

Dongguan Primax Electronic & Telecommunication
Products Ltd. (PCH2)

Primax Electronics (Chongging) Corp., Ltd. (PCQ1)
Primax Electronics (Kun Shan) Corp., Ltd. (PKS1)

Primax Electronics (Thailand) Pte. Ltd. (Primax
Thailand)

Tymphany Worldwide Enterprises Ltd. (TWEL)

Tymphany Acoustic Technology (Huizhou) Co.,
Ltd. (Tymphany Huizhou)

Tymphany Acoustic Technology HK Ltd.
(TYM Acoustic HK)

Dongguan Tymphany Acoustic Technology Co., Ltd.
(Tymphany Dongguan)

TYMPHANY ACOUSTIC TECHNOLOGY (UK)
LIMITED (TYM UK)

Tymphany Acoustic Technology Europe, s.r.o.
(TYM Acoustic Europe)

Tymphany HK Ltd.(TYM HK)
TY P Enterprises, Inc.(TYP)

Tymphany Acoustic Technology Limited
(TYM Acoustic)

Tymphany Acoustic Technology (Thailand) Co., Ltd.
(TYTH)

Dong Guan Dong Cheng Tymphany Acoustic
Technology Co., Ltd. (TYDC)

TYMPHANY LOGISTICS, INC (TYML)
ALT International Co., Ltd. (Cayman) (AIC)
De Amertek Technology Inc. (US) (DAT)

A subsidiary
A subsidiary
A subsidiary
A subsidiary
A subsidiary (Note 2)

A subsidiary
A subsidiary
A subsidiary
A subsidiary

A subsidiary
A subsidiary
A subsidiary (Note 2)

A subsidiary
A subsidiary

A subsidiary
A subsidiary
A subsidiary
A subsidiary

A subsidiary
A subsidiary
A subsidiary

A subsidiary (Note 3)
A subsidiary

A subsidiary
An associate (Note 1)
An associate (Note 1)

(Continued)
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Name of related party Relationship with the Group

Advanced Micro Electronics Co.,LTD. (AME) An associate (Note 1)

Advanced Leading Technology (Shanghai) Co. (ALT An associate (Note 1)
(Shanghai))

Advanced Leading Technology Co. (ALT) An associate (Note 1)
ALT Investment Limited (BV1) (ALTI) An associate (Note 1 and Note 4)

Note 1:1n July 2019, the Company lost its control over AIC and its subsidiaries, (including DAT,
AME, ALT (Shanghai), ALT and ALTI), but still retained a significant influence over them.
Thereafter, the Company reclassified them from subsidiaries to associates.

Note 2: The subsidiary was established in the third quarter of 2019.
Note 3: The subsidiary was established in the forth quarter of 2019.
Note 4: The subsidiary completed its liquidation procedure in 2019.

Significant transactions with related-party

(i) Saes
The amounts of sales by the Company to related parties and the outstanding balances were as
follows:
Sales Accountsreceivable—related parties
2020 2019 December 31, 2020 December 31, 2019
Subsidiaries $ 3,484,578 3,359,609 563,475 567,095

1) The Company sells semi-finished products to its subsidiaries for processing and
production. The finished products are then repurchased back by the Company through
triangular trade and sold to the customers. The amount of semi-finished products sold in
2020 and 2019 were $629,006 and $274,640, respectively, which were written off against
the related cost of goods sold; therefore, the Company did not recognized the above
transaction as sales in the parent company only financial statements. As of December 31,
2020 and 2019, the accounts receivable arising from the sales of semi-finished products
to subsidiaries amounted to $153,639 and $215,349, respectively.

2) There were no significant differences in the selling prices offered to related parties and
those of other customers. The trading terms to other customers are 45 days to 120 days,
can be lengthened for related parties.

(Continued)
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Purchases

The amounts of purchases by the Company from related parties and the outstanding balances
were as follows:

Purchases Accounts payable—related parties
2020 2019 December 31, 2020 December 31, 2019
PCH2 $ 22,349,010 24,518,037 7,583,716 6,913,767
PCQ1 7,476,859 7,310,681 2,803,152 2,929,458
PKS1 2,230,988 1,682,952 1,067,535 1,214,876
Others (note) 613,050 234,379 171,117 81,073
$ 32,669,907 33,746,049 11,625,520 11,139,174

Note: Individual amount not exceeding 10%.

1) As of December 31, 2020 and 2019, the amount of accounts payable arising from the
transactions mentioned in note 7(b)(i) amounted to $46,221 and $88,248, respectively.

2)  The prices of purchases from related parties were determined based on the cost, plus a
reasonable profit margin. The payment terms of related parties and other vendors are 60
daysto 360 days and 30 daysto 120 days, respectively.

3) The accounts payable to subsidiaries which exceeded the normal payment terms and
agreed by both parties were reclassified to other payables. As of December 31, 2020,
other payables to related parties were $293,440. There was no aforementioned
transaction in 2019.

Purchase of service

The amounts of purchase of service by the Company from its related parties and the
outstanding balances were as follows:

Purchase of service Other payables
2020 2019 December 31, 2020 December 31, 2019
Subsidiaries $ 45,027 54,343 4,875 2,940

Receivable and payable on behalf of related parties

The other receivables arising from the materials purchased and shipping fee paid on behalf of

the subsidiaries amounted to $45,133 and $75,073 for the years ended December 31, 2020 and
2019, respectively.

The other payables arising from the shipping fee paid by subsidiaries on behalf of the
Company amounted to $13,324 and $21,949 on December 31, 2020 and 2019, respectively.

(Continued)



(©

62

PRIMAX ELECTRONICSLTD.
Notesto the Parent Company Only Financial Statements

(v) Guarantees and endorsements

The amounts of guarantee the Company provided to PCH2 were as follows:

December 31, December 31,
2020 2019
Purchasing of raw materials $ 285,080 301,060
(vi) Lease

The Company leased out its investment properties to its subsidiaries as office buildings and
entered into 15-years lease contract by reference of the rental price of the nearby offices. The
rental income in 2020 and 2019 both amounted to $9,914 and there were no outstanding
receivables on December 31, 2020 and 2019. Please refer to note 6(n) for non-cancellable
receivable.

Key management personnel compensation

2020 2019
Short-term employee benefits $ 139,308 128,738
Post-employment benefits 871 972
Share-based payments 63,910 26,655
$ 204,089 156,365

Please refer to note 6(r) for information related to share-based payments.

(8) Pledged assets. None

(9) Significant commitments and contingencies:

(@
(b)

(©

(d)

For the detail of the Company’ s guarantees provided to subsidiaries, please refer to notes 7 and 13.

The following are savings accounts provided by the Company to the banks in order for the bank to
issue a guarantee letter to customs as guarantee deposits.

December 31, December 31,
2020 2019
Guarantee letters $ 6,000 7,000

Guarantee notes provided as part of agreements with banks to sell its accounts receivable and to
acquire long-term borrowings were as follows:

December 31, December 31,
2020 2019
Sales of accounts receivable $ 164,905 519,329
Long-term borrowings $ - 400,000

The Company entered into lease agreements for its office. Please refer to note 6(m) for future lease
liabilities.

(Continued)

63
PRIMAX ELECTRONICSLTD.
Notesto the Parent Company Only Financial Statements
(10) Lossesdueto major disasters: None
(11) Subseguent events:None
(12) Other:
A summary of employee benefits, depreciation, and amortization, by function, is as follows:
By function 2020 2019
By item Operating Operating Operating Operating
cost expenses Total cost expenses Total
Employee benefits
Salaries 95,083 1,282,956 1,378,039 107,077 1,375,856 1,482,933
Labor and health insurance 7,018 84,811 91,829 6,634 80,305 86,939
Pension 3573 46,505 50,078 3,442 45,448 48,890
Remuneration of directors - 45,191 45,191 - 58,794 58,794
Others 1,724 53,208 54,932 3,520 55,335 58,855
Depreciation 92,805 23,907 116,712 91,444 20,460 111,904
IAmortization 5 18,589 18,594 - 23,276 23,276

The following were the additional information on the Company’ s employees and employee benefits for the
years ended December 31, 2020 and 2019:

2020 2019
Numbers of employees 844 843
Numbers of directors, but not employees concurrently 6 7
The average employee benefits $ 1,879 2,007
The average salaries and wages $ 1,644 1,774
Adjustment of the average salaries and wages (7.33)%
Remuneration to supervisors $ - -

The Company’ s remuneration policy to directors, supervisors, managers and employees are as follows:

The Company’ s remuneration to directors includes directors’ remuneration and bonuses. According to the
policy stipulated in the Articles of incorporation, wherein no more than 2% of the profit, if applicable,
shall be allocated as remuneration to directors. The remuneration distributed to directors shall be resolved
by a mgjority vote at the Board of Directors attended by directors representing two-thirds or more of the
voting rights, and be reported during the shareholders' meeting. The bonuses to directors are proposed by
the Human Resource Department based on the considerations for the competitive environment and
operational risks and in line with the corporate management policy and bonus plan, which are then sent to
the Board of Directors for resolution after the Remuneration Committee evaluates the performance results
and approves the proposal.

The remuneration to employees and managers consists of fixed salary and variable rewards. The fixed
salary is the basic salary of the employees, and the variable rewards are mainly linked to the Company’ s
(or various business units' ) operational performance and strategic goal achieving status. The rewards
policy is proposed by the Human Resource Department based on the corporate salary policy and bonus
plan. The bonus plan for the mangers has to be evaluated and approved by the Remuneration Committee,
and thereafter, proposed to the Board of Directors for resolution.

(Continued)
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Information on significant transactions:

The followings were the information on significant transactions required by the Regulations for the

Company:

(i)

Loansto other parties:

Highest
balance Collateral
of financing| Actual Purposes of | Transaction
to other usage Range of fund amount for | Reasons Maximum
parties amount interest | financing business for Allowance Individual | limit of
Nameof | Nameof | Account | Related | duringthe| Ending |duringthe|ratesduring] for the |between two [short-term| for bad funding fund
Number| lender | borrower name party period balance | period | theperiod | borrower parties | financing debt Item | Value | loan limits | financing
1 |PKs1 [The Other Y 330,101| 293,440 293,440 0 |5h°fi'te"t';: - Operating - - 807,941 807,941
: oan to other !
Company  |recelvables parties capital
2 [Tymphany [TYM HK [Other " 91,334 - - 0 " - " - - 1,116,539 2,233,078
Huizhou receivables

Note 1: After the approval from the Board of directors, the loan provided to an individual entity shall not exceed the net worth of PKSL in the latest financia statements to its
parent company, and aso to subsidiaries wherein its parent owns 100%, directly and indirectly, of its voting shares. Also, the criterion for the amount available for
financing is the same as that offered to an individual entity mentioned above.
Note 2: Due to the short-term financing need, the loan provided to an individual entity shall not exceed 20% of the net worth of Tymphany Huizhou in its latest financial
statements. However, the amount available for financing shall not exceed 40% of the net worth of Tymphany Huizhou in itslatest financial statements.

(i)

Guarantees and endorsements for other parties:

(In Thousands of New Taiwan Dollars)

Ratio of
accumulated
Counter-party of amounts of
guarantee and Limitation on Highest Balance of guarantees Parent Subsidiary |Endorsements/
endor sement amount of balancefor | guarantees Property and company |endorsements/ | guaranteesto
guarantees | guarantees and Actual pledged for | endorsementy Maximum [endorsements/| guarantees | third parties
and and endorsements| usage guarantees | tonet worth | amount for | guaranteesto [to third partie§ on behalf of
Relationship| endor sements|endor sements| asof amount and of thelatest | guarantees | third parties | on behalf of | companiesin
Name of with the | for a specific during reporting [during thelendorsements| financial and on behalf of parent Mainland
No. |guarantor| Name | Company | enterprise the period date period (Amount) statements |endorsements| subsidiary company China
0 [The PCH2 Thb%d' ] 3,986,350 303,300 285,080 1,622 - 2159% 10,630,267 Y N Y
lsubsidiary of
(Company Primax HK
land Primax
ITech.
1 [Tymphany [TYM UK The. ) 1,674,809 6,907 6,795 6,795 - 0.12 %4 4,466,157 N N N
Huizhou subsidiary of
TYM
JAcoustic HK

Note 1: The amount of the guarantee to a company shall not exceed 30% of the Company’s net worth in the latest financial statements. The total amount of the guarantee to

total company shall not exceed 80% of the Company’s net worth in the |latest financia statements.

Note 2: The amount of the guarantee to a company shall not exceed 30% of the Tymphany Huizhou' s net worth in the latest financia statements. The total amount of the

guarantee to total company shall not exceed 80% of the Tymphany Huizhou's net worth in the latest financial statements.

(Continued)
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(iii) Securities held as of December 31, 2020 (excluding investment in subsidiaries, associates and

joint ventures):

Cémﬁgy Ending balance
balance ) . . . . .
holding Security type R_’datlonshlp Account SharegUnits Carrying Percentgge of Fair Note
L and name with company (thousands) value ownership (%) value
securities
IThe Company [Shares:
Green Rich - Financial assets at 359 - 3.59 -
Technology Co., Ltd. FVOCI
WK Technology Fund - " 161 1,263 0.38 1,263
IV LTD.
Changing Information - " 202 6,002 1.48 6,002
Technology Inc.
Formosoft - " 11 - 041 -
International Inc.
Syntronix Corp. - " 7 49 0.02 49
Ricavision - " 917 - 2.04 -
International Inc.
Grove Ventures L.P. - " - 60,722 2.73 60,722
Grove Ventures||, - ” - 26,227 3.25 26,227
L.P.
94,263
Primax Tech. [Shares:
Echo. Bahn. - Financial assets at 400 - 11.90 -
FVOCI
WK Global Investment] - " 361 27,409 132 27,409
11 Ltd.
27,409

(iv)

Individual securities acquired or disposed of with accumulated amount exceeding the lower of
TWD$300 million or 20% of the Company’s paid-in capital:

Security Relationship| _Beginning Balance Purchases Sales Ending Balance
Name of typeand counter- | with the Shares Shares Shares Gain (loss)| Shares
company name Account party company |(thousands)] Amount |(thousands)] Amount |(thousands)| Price Cost on disposal |(thousands)] Amount
PCH2 Money Financia Initial None - - - 1,196,216 - 1,192,438 1,190,757 (3,778) - -
market fundassets at Offerings (note 2)
of RMB FVTPL
PCQ1 Money n " " - - - 550,056 - 548,937 | 548,258 (1,119) - -
market fund| (note 2)
of RMB
PKS1 Money ” " ” - - - 69,440 - 69,726 69,445 286 - -
market fund| (note 2)
of RMB
 The Company [Primax I nvestment " Subsidiary 10,100 286,269 10,000 301,000 - - - - 20,100 | 451,425
Singapore  [accounted for (note 1)
using equity
method
Tymphany TYM " ” ” 185,536 | 1,190,387 232,554 903,000 - - - - 418,090 | 2,402,172
Huizhou IAcoustic (note 1)
HK
TYM Acoustic|TYTH ” " " 1,500 55,387 3,150 395,865 - - - - 4,650 427,843
HK (note 1)

(v)

(vi)

Note 1: The difference between amounts of ending balance and purchasing price is recognized as profit or loss accounted for using equity method and exchange differences on

trandation.

Note 2: Gains on disposal include valuation and exchange differences on translation.

Acquisition of individual real estate with amount exceeding the lower of TWD$300 million or
20% of the Company’sissued capital: None

Disposal of individual real estate with amount exceeding the lower of TWD$300 million or
20% of the Company’sissued capital: None

(Continued)
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(vii) Related-party transactions for purchases and sales with amounts exceeding the lower of
TWD$100 million or 20% of the Company’ s issued capital:

Notesto the Parent Company Only Financial Statements
Transactionswith terms different Notes/Accountsreceivable
Transaction details from others (payable)
Per centage of
total
Per centage of notes/accounts
Name of Related Nature of Purchase/ total Payment Ending receivable
company party relationship Sale Amount__|purchases/sales| terms Unit price Payment terms | balance (payable) Note
TYM HK Tymphany  [The parent of Purchase 4,846,055 20 % 60 days ” IThe same as (1,918,374) (30)%
Huizhou ITYM Acoustic HK lgeneral purchasing
"  Tymphany IThe subsidiary of [Purchase 14,670,226 62 % " ” " (3,807,364) (59)%
Dongguan ITymphany
Huizhou
” ” ” (Sale) (519,874)| 2 % " ” IThesame as 209,815 4%
general selling
" TYDC IThe subsidiary of |Purchase 2,361,105 10 % ” " [The same as (415,132) (6)%
ITymphany lgeneral purchasing
Dongguan
" Tymphany  [Thesubsidiary of [Purchase 144,552 1 % ” " " (106,040) (2%
Acoustic ITYM Acoustic HK
” TYML Subsidiary (Sale) (3,775,613) (15) % 90 days " IThe same as 218,130 4%
general selling
" TYTH [The subsidiary of - [Purchase 555,462 2 % 60 days " IThe same as (185,654) 3%
ITYM Acoustic HK lgeneral purchasing
” ” " (Sale) (140,764)| 1) % ” ” IThesameas 53,068 1%
general selling
" Specialty Other related party|(Sale) (579,656) 2 % 90 days " ” 198,189 4%
Tymphany TYM HK IThe subsidiary of |(Sale) (144,552) (15) % 60 days " " 106,040 83%
JAcoustic ITYM Acoustic HK
TYML ” Parent Purchase 3,775,613 100 % 90 days " IThe same as (218,130) (100)%
lgeneral purchasing
TYTH " [The subsidiary of |Purchase 140,764 25 % 60 days " " (53,068) (15)%
ITYM Acoustic HK]|
” ” " (Sale) (555,462) (100) % ” ” IThe same as 185,654 100%
general selling

Note 1: The Company’s accounts payable to PKS1 amounting to $293,440 was overdue from its normal payment term. Therefore, these accounts payable was transferred to
other payable.

(viii) Receivables from related parties with amounts exceeding the lower of TWD$100 million or
20% of the Company’s paid-in capital:

Transactionswith terms different Notes/Accounts receivable
Transaction details from others (payable)
Per centage of
total
Per centage of notes/accounts
Name of Related Nature of Purchase/ total Payment Ending receivable
company party relationship Sale Amount__|purchases/sales| terms Unit price Payment terms | balance (payable) Note
The Company |PCH2 IThe subsidiary of [Purchase 22,349,010 68 % 60 days [Priceagreedby [Thesameas (7,583,716)| (65)%
Primax HK both side general purchasing
" PK S1 ” Purchase 2,230,988 7 % " " " (1,360,975) (12)% note 1
" PCQ1 " Purchase 7,476,859 23 % " " " (2,803,152) (24)%
" Polaris IThe subsidiary of |(Sale) (3,429,061) (10) % 90 days " The same as 380,107 5%
Primax Tech. genera selling
” Primax IThe subsidiary of [Purchase 613,050 2 % 60 days ” The same as (171,117)| (1)%
Thailand Primax Singapore. general purchasing
PCH2  The Company [The parent of (Sale) (22,349,010)| 84 % " " The same as 7,583,716 86%
Primax Cayman general selling
PK S1 " " (Sale) (2,230,988)  (100) % " " " 1,360,975 100% note 1
PCQ1 ” ” (Sale) (7,476,859) (78) % " " " 2,803,152 86%
Primax ” IThe parent of (Sale) (613,050)| (92) % " " " 171,117 95%
[Thailand Primax Singapore.
Polaris " IThe parent of Purchase 3,429,061 100 % 90 days ” The same as (380,107)| (100)%
Primax Tech. lgenera purchasing
ITymphany  [TYM HK IThe subsidiary of |(Sale) (4,846,055) (73) % 60 days " The same as 1,918,374 91%
Huizhou ITYM Acoustic HK general selling
" TYM AcousticjSubsidiary (Sale) (128,122) 2 % " " " 20,183 1%
HK
" Tymphany l Purchase 136,680 2 % " " The same as (72,326) (4)%
Dongguan lgenera purchasing
ITymphany TYM HK IThe subsidiary of [Purchase 519,874 3 % " " ” (209,815)| (4%
Dongguan ITYM Acoustic HK|
" " " (Sale) (14,670,226) 97) % " " The same as 3,807,364 96%
genera selling
" Tymphany  [Parent (Sale) (136,680) D % " " " 72,326 2%
Huizhou
" TYDC Subsidiary (Sale) (102,767) 1) % " " " 40,214 1%
ITYDC TYM HK IThe subsidiary of |(Sale) (2,361,105) (88) % " " " 415,132 65%
ITYM Acoustic HK
”  Tymphany Parent Purchase 102,767 4 % " " The same as (40,214)| (6)%
Dongguan general purchasing
" TYM Acoustic{The subsidiary of [(Sale) (311,369) 12) % " " The same as 220,349 35%
HK [Tymphany genera selling
Huizhou
ITYM AcoustidTYM AcousticiSubsidiary Purchase 1,521,567 69 % 90 days " The same as (289,275) (47 %
HK Europe lgenera purchasing
" Tymphany Parent Purchase 128,122 6 % 60 days " " (20,183)| 3%
Huizhou
” TYDC IThe subsidiary of |Purchase 311,369 14 % ” " " (220,349) (36)%
[Tymphany
Huizhou
ITYM AcoustidTYM AcousticlParent (Sale) (1,521,567)| 87) % 90 days " The same as 289,275 2%
Europe HK generd selling
(Continued)

Name of Natur e of Ending Turnover Overdue Amountsreceived | Allowance
company Counter-party relationship balance rate Amount Action taken in subsequent for bad debts
period (note 1)
IThe Company |Polaris IThe subsidiary of 380,107 9.64 - - 380,107 -
Primax Tech.
” PCH2 IThe subsidiary of 153,639 341 - - 39,194 -
Primax HK. (note 2)
" " " 20678 (note3) - - 15,739 -
PCH?2  The Company IThe parent of Primax 7,583,716 3.08 - - 5,841,436 -
Cayman
" Tymphany [The subsidiary of 234,673 (note3) - - 75,221 -
Dongguan |Tymphany Huizhou
" Primax Thailand IThe subsidiary of 216,172 " - - 46,329 -
Primax Singapore
PKS The Company IThe parent of Primax 1,067,535 1.95 - - 176,945 -
Cayman
” " ” 293,440( (note4) - - 293,440 -
PCQ ” " 2,803,152 261 - - 1,556,747 -
Primax ” IThe parent of Primax 171,117 7.17 - 171,117 -
IThailand Singapore

(Continued)
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Name of Nature of Ending Turnover Overdue Amountsreceived | Allowance
company Counter-party relationship balance rate Amount Action taken in subsequent for bad debts
period (note 1)
Tymphany TYM HK IThe subsidiary of 1,918,374 1.66 - - 886,402 -
Huizhou ITYM Acoustic HK
Tymphany " ” 3,807,364 2.65 - 3,519,439 -
[Dongguan
y " " 199,141 (note3) - - 77,586 -
TYDC ” " 415,132 213 - 175,579 -
" [TYM Acoustic HK [The subsidiary of 220,349 2.82 - - 132,879 -
ITymphany Huizhou
TYM Acoustic " Parent 289,275 335 - - 160,672 -
Europe
TYM HK  Tymphany IThe subsidiary of 209,815 3.89 - - 57,189 -
Dongguan ITymphany Huizhou
" " " 2,393582( (note3) - - 683,074 -
" TYDC IThe subsidiary of 826 107.67 - - - -
ITymphany Dongguan
" ” " 115227 (note3) - - 115,227 -
” TYML Subsidiary 218,130 3.08 - - 212,395 -
" Speciaty Other related party 198,189 3.06 - - 84,772 -
 Tymphany TYM HK IThe subsidiary of 106,040 1.00 - - 105,009 -
Acoustic ITYM Acoustic HK
TYTH ” ” 185,654 5.98 - - 185,654 -
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Name of
investor

Name of
investee

L ocation

Main

Original investment
amount

Balance as of

December 31, 2020

businesses
and products

December 31,
2020

December 31,
2019

Shares
(thousands)|of owner ship

Per centage

Carrying
value

Net income

(losses)
of investee

Shareof

profits/losses
of investee

Note

Primax
Singapore

Primax
Thailand

Thailand

Manufacture and sale
of computer peripherald
devices and software

588,291

302,126

600

99.99

456,888

(105,889),

(105,889)

Primax

Cayman

Primax HK

Hong Kong

Holding company and
customer service

2,375,164

2,375,164

602,817

100.00

6,449,850

356,963

356,963

Primax
[Tech.

Polaris

USA

Sale of multi-function
printers and computer
peripheral devices

52,680

52,680

1,600

100.00

383,940

7,207

7,207

Diamond

TWEL

Cayman Islands

Holding company

4,083,950

4,083,950

192,251

100.00

5,568,549

129,052

55,243

Primax AE

JAIC

Cayman Idands

Holding company

1,356,995

1,356,995

30

37.00

536,303

(175,361)

(84,179)

[Tymphany
Huizhou

TYM
JAcoustic HK|

Hong Kong

Research and
development, design,
land sale of audio
laccessories, amplifiers
land their components
land holding company

1,592,954

689,954

418,090

100.00

2,402,172

371,365

371,365

Note 1: Amounts collected as of February 19, 2021.
Note 2: The Company sells semi-finished products to its subsidiaries for processing and production. The finished products are then repurchased back by the Company and sold
to the customers. The amount of semi-finished products sold in the year ended December 31, 2020 was $629,006, which was written off with related cost of goods sold,
and not regarded as sales for the Company.
Note 3: The receivables arise from service rendering for intercompany or material purchasing on behalf of intercompany or related parties.
Note 4: The other receivables arise from intercompany loans.

(ix)

statements for the year ended December 31, 2020.

Information on investees;

Trading in derivative instruments. Please refer to note 6(b) in the consolidated financial

The following is the information on investees for the year ended December 31, 2020 (excluding
information on investees in Mainland China):

Original investment Balance as of
Main amount December 31, 2020 Net income [ Share of
Nameof [ Nameof businesses December 31|December 31| Shares |Percentage | Carrying (losses) | profits/losses
investor investee L ocation and products 2020 2019 (thousands)|of owner ship| value of investee | of investee Note
The Primax Cayman Ilands [Holding company 2540588 2,540,588 ( 8,147,636 100.00| 6,422,749 356,383 425,429
[Company  [Cayman
" Primax |Cayman ISlands [Holding company 897,421 897,421| 285067 100.00( 2,497,936 108,648 145,801
[Tech.
" Destiny BVI |Virginlsland  [Holding company 30,939 30,939 1,050 100.00 (2,996) 3,067 3,067
" Destiny Japan Market development 7,032 7,032 0.50 100.00 18,197 361 361
MJapan land customer service
" Diamond  [Cayman ISlands [Holding company 3,889,798 3,889,798| 129,050 100.00( 5,469,479 54,514 53,747
" Gratus Tech.JUSA Market development 9,330 9,330 300 100.00 12,329 1,125 1,125
land customer service
” Primax AE  |Cayman Islands [Holding company 1,431,540 1,431,540 48,200 100.00 596,460 |  (364,325)| (364,325)
" Primax Singapore Holding company 619,150 318,150 20,100 100.00 451,425|  (105,955) (114,387)
Singapore
ota 9,425,798 _ 9,124,798 15,465,579 53,818 150,818

(Continued)

TYM
IAcoustic
HK

TYM HK

TYP

TYM UK

TYM
|Acoustic
[Europe

[ Tymphany
JAcoustic

TYTH

Hong Kong

USA

United Kingdom

Czech

Taiwan

Thailand

Holding company and
sale of audio

laccessories, amplifiers
and their components

Market devel opment
land customer service of]
lamplifiers and their
lcomponents

Research and
development, design of
laudio accessories,
lamplifiers and their
components

Manufacture, install
land repair of audio
laccessories and their
components

Research and
development, design,
land sale of audio
laccessories, amplifiers
land their components

Manufacture and sales
of audio accessories,
lamplifiers and their
components

76,280
(note 1)

15
(note 1)

15,631

653,796

48,318

455,877

76,280
(note 1)

15
(note 1)

15,631

653,796

48,318

60,012

144,395

0.50

400

187,800

5,000

4,650

100.00

100.00

100.00

100.00

100.00

99.99

1,359,063

15,780

23,195

771,206

118,355

427,843

299,510

2,022

2,500

27,444

48,320

(17,206)

299,510

2,022

2,500

27,444

48,320

(17,206)

ITYM HK

TYML

USA

Sales of audio
laccessories, amplifiers
land their components

6,628

6,628

200

100.00

9,684

406

406

Note 1: The amount isthe initial investment costs from the original stockholders prior to the acquisition of the Company through Diamond.

(Continued)
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(i) The names of investees in Mainland China, the main businesses and products, and other

information:
Accumulated
Accumulated outflow of
outflow of Investment flows | investment from Net
Main Total |n_}/e;ﬁment f;)m Taiwan as of income Accumulated
businesses amount Method awan as December 31, | (losses) |Percentage|lnvestment remittance of
Name of and of paid-in of January 1, 2020 2020 of the of income earningsin
investee products capital investment (note 2) Outflow | Inflow (note 2) investee | ownership| (losses) [Book valuef current period
PCH2 M anufacture of 1,948,353 |Indirect 1,652,504 - - 1,566,806 | 320,684 100% 320,684 6,132,213 -
: : investment
mu!tlfunctlonel ithrough Prima
peripherals, Cayman and
computer mice, Primax Tech.
mobile phone
laccessories,
lconsumer
electronics
products, and
shredders
Destiny  [Research and 38,596 |Indirect 31,611 29,933 3,067 100% 3,067 (3,000)
investment
Beijing devel o;[)ment of kthrough
computer Destiny BVI.
peripheral devices
land software
PKS1 M anufacture of 853,119 [Indirect 662,332 627,176 | (18,813) 100% (18,813) 807,941
investment
computer, lthrough Primax
peripherals and Cayman
keyboards
PCQ1 M anufacture of 833,752 " 602,120 570,160 | 158,604 100% 158,604 | 1,532,069
lcomputer,
peripherals and
keyboards
Tymphany |Research and 1,782,899 |Indirect 3,883,674 3,677,532 190,941 71.43% 136,393 | 3,987,838
Huizhou  [development, m‘r’si;ﬂmt
design, and sale of Diamond
laudio accessories,
lamplifiers and their
components
Tymphany " 142,540 " 15,053 14,254 65,040 71.43% 181,934 539,298
[Dongguan
TYDC ” 87,382 (5,520)] 71.43% (3,943)( 150,848

Note 1: The above information on the exchange rate is as follows: HKD:TWD3.6772 ; USD:TWD 28.508; CNY:TWD 4.3691.
Note 2: The differences between the accumulated out flow of investments and paid in capital was derived from the currency exchange on translation, capital increase from retained earning
and working capital.

(i1)

Limitation on investment in Mainland China:

Nameof |Accumulated Investment in[f Investment Amounts
Company Mainland Chinaasof |[Authorized by Investment |Upper Limit on Investment
December 31, 2020 Commission, MOEA
The Company 6,907,076 8,084,807 None (note)

Note: The Company has received the Certificate issued by the Industrial Development Bureau,
Ministry of Economic Affairs, allowing it to start the operating of its headquarters.

The above investment income (losses) in mainland China, except for PCH2, Destiny Beijing,
PK S1 and PCQ1 which were based on financial statements audited by the Company’s auditors,
others were based on the audited results of other auditors.

(Continued)
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(iif) Significant transactions:

71

The significant inter-company transactions with the subsidiaries in Mainland China, which
were eliminated in the preparation of the consolidated financial statements for the year ended

December 31, 2020, are disclosed in “ Information on significant transactions”.

(d) Major shareholders:

Shareholder’s Name

Shareholding

Shares

Per centage

ALPINE ASIA INVESTMENTSLIMITED

25,751,062

5.71 %

(14) Segment infor mation:

Please refer to the Company’ s consolidated financial statements for the year ended December 31, 2020,

for details.



PRIMAX ELECTRONICSLTD.

Statement of cash and cash equivalents

December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

Item

Description

Cash on hand
Checking accounts and demand deposits
Time deposits—foreign currency

Statement of accountsreceivable

[tem

USD 46,000 ; Exchange rate 28.508

Description

Accounts receivable:
Corporation P
Corporation A
Corporation N
Other (individual amount not exceeding 5%)
Total
Less. Allowance for doubtful accounts
Net accounts receivable

Operating revenue
N
/

/I

72

Amount
$ 600
2,058,286
1,311,368
S___ 3370254

Amount

$ 1,383,508
604,581

417,780
4,194,782
6,600,651

(24,844)
$_ 6575807

PRIMAX ELECTRONICSLTD.
Statement of other receivables
December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

73

[tem Description Amount
Receivables due to sale of accounts receivable Remaining receivables due to sale of $ 158,092
accounts receivable
Other receivables—related parties Payable on behalf of related parties 45,133
Business tax refund receivables 16,840
Other (individual amount not exceeding 5%) 147
Total $ 220,212

Statement of inventories

ltem _ Cost

Finished goods and merchandises $ 3,997,628
Less: Provision for finished goods and merchandises (61,644)
Subtotal 3,935,984
Semi-finished products 107,746
Less: Provision for semi-finished products (406)
Subtotal 107,340
Raw material 103,028
Less: Provision for raw material (12,652)
Subtotal 90,376

Net amount $ 4,133,700

Net realizable value

4,608,491

107,373

99,406
$ 4,815,270
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PRIMAX ELECTRONICSLTD.

Statement of changesin property, plant and equipment
From January 1 to December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

Please refer to note 6(g) for property, plant and equipment.

Statement of changesin right-of-use assets

Please refer to note 6(h) for right-of-use assets.

Statement of changesin investment property

Please refer to note 6(i) for investment property.

PRIMAX ELECTRONICSLTD.
Statement of short-term borrowings
December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

77

Ending Contract Range of Pledged on
Bank Description Balance Period interest rate Credit Line guar anteed
Mega I nternational Unsecured $ 80,000 1 month 0.825% 600,000 None
. bank loans
Commercia Bank
Tiashin International " 50,000 1 month 0.8% 800,000 "
Bank
O-Bank " 50,000 1 month 0.93% 330,000 "
OCBC Bank ” 100,000 1 month 0.92% 570,160 "
5__280.000
Statement of other payables
Item Description Amount
Expense payables Research and development expense for projects and inspection $ 941,840
Taxes related to income and tariff 660,239
Intercompany loans 293,440
Employee and director remuneration 226,952
Others (note) Accounts payable for labor and health insurance, employee 40,586
benefits and freight expense
Total $ 2,163,057

Note : individual amount not exceeding 5%



PRIMAX ELECTRONICSLTD.
Statement of other current liabilities
December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

Item Description

Remedy received in advance
Contract liabilities
Advance receipts for purchasing inventory

Equipment receivable received on behal f
of non-related parties

Other (note)
Total

Advance sales receipts— non-related parties

Note : individual amount not exceeding 5%

Statement of other non-current liabilities

Item

Deferred tax liabilities— non-current

Advance receipts on behalf of non-related
parties

Accrued pension liabilities
Other (note)

Note : individual amount not exceeding 5%
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PRIMAX ELECTRONICSLTD.

Statement of lease liabilities

December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

Amount | Descripti L T Di BEr:Idmg N
tem escription easeTerm iscount rate ance ote
$ 263,036 Lezse liabilities .
121,554 current
111,710 Buildings 2021.08-2023.11 217%-231% $ 86,814
37,349 Vehicles 2021.06-2023.02 1.28%-1.64% 3,069
Other Equipments 2021.06-2022.07 1.28%-1.64% 1,257
7,628 $ 91140
$ 541.277 Lease ligbilities—
- Non-current
Buildings 2023.11 2.17% 173,273
Vehicles 2023.02 1.64% 749
Other Equipments 2022.07 1.48% 172
$ 174,194
Amount
$ 381,775
262,063
67,945
4,857
$ 716,640




Item

Operating revenue:
Computer peripherals
Non-Computer peripherals

Less: Salesreturns
Sales discounts

Net service revenue
Net operating revenue
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PRIMAX ELECTRONICSLTD.

Statement of operating revenue
From January 1 to December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

Quantity (in thousands) Amount

89,030 $ 25,368,244
45,362 10,476,848
35,845,002

(50,769)

(1,253,955)

34,540,368

449,659

$__34.990,027

PRIMAX ELECTRONICSLTD.
Statement of operating costs
From January 1 to December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

[tem
Raw material On January 1, 2020
Add: Purchases of raw materials
Less: Raw materials on December 31,2020
Sales of raw material
Losses on disposal of raw materials
Raw materials used
Manufacturing overhead
Manufacturing cost
Add: Semi-finished products on January 1, 2020
Purchases of semi-finished products
Less: Semi-finished products on December 31, 2020
Sales of semi-finished products
Losses on disposal of semi-finished products
Cost of finished goods
Add: Finished goods and merchandises on January 1, 2020
Purchases of finished goods and merchandises
Less: Finished goods and merchandises on December 31, 2020
Losses on physical finished goods and merchandises
L osses on disposal of finished goods

Cost of finished goods and merchandises

Service costs

Sales of raw material and semi-finished products

Loss on inventory valuation, obsolescence and physical inventories
Loss on disposal of inventories

Operating Costs
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Amount

$ 119,208
727,873
(103,028)
(61,976)

(4,336)

677,741

125,185

802,926
124,121
583,557

(107,746)
(325,740)
(5,909)
1,071,209
3,051,049
31,057,105
(3,997,628)
(87)
(29,175)
31,152,473
65,169
387,716
(8,637)

39,420

$ 31,636,141
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PRIMAX ELECTRONICS LTD.

Statement of selling, administrative, research and development expenses
From January 1 to December 31, 2020

(Expressed in thousands of New Taiwan Dollars)

Research and
Administrative  development

Item Selling expenses expenses expenses

Salaries $ 234,647 335,466 758,034
Service expense 37,364 59,088 11,237
Insurance expense 36,702 16,986 53,843
Storage expense 61,154 - -

Freight expense 34,826 48 1,380
Other expense (note) 92,303 91,191 272,628
Total $ 496,996 502,779 1,097,122

Note : individual amount not exceeding 5%

Chairman and

@H | Manager
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e

ang, Li-Sheng





