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| ~ Letter to Shareholders
1 ~ Implementation Results of 2018 Business Plan

The company's consolidated operating revenue in 2018 was NT$ 2,996,644,000, a
decrease of 1.08% from NT$ 3,029,513,000 in 2017. The consolidated net operating profit
was NT$ 852,527,000 which was a decrease of 0.98% from NT $ 860,968,000 in 2017.
The consolidated profit before tax is NT$ 876,077,000, a decrease of 1.29% from NT
$887,515,000 in 2017; the net profit after tax attributable to owners of the parent company
was NT$ 700,180,000, a decrease of 0.59% from NT$ 704,335,000 in 2017.

The company's consolidated revenue in 2018 decreased by 1.08% compared with
2017, and the high gross profit test revenue decreased from NT$ 2.7843 billion in 2017 to
NT $ 2.69888 billion in 2018, with the recession of 3.07%; In addition, the sales of parts
increased from NT$ 245.22 million in 2017 to NT$ 297.76 million in 2018, with an
increase of 21.43%; The company's consolidated gross profit ratio in 2018 was 45.37%,
which was 1.66% lower than the ratio of 47.03% in 2017. The net operating profit ratio
was 28.45%, which was 0.03% higher than the ratio of 28.42% in 2017, and the after-tax
EPS was NT$ 7.58. Mainly, the company's competitiveness of the mobile phones and
wireless Netcom products in mobile communications is the best of the field. According to
the US FCC website login data in 2018, Sporton International Group (including Holdings
Electronic in China and the subsidiary, International Certification Corp.) had 182 mobile
phone test certificates, with a market share of 15.5%, and 413 wireless network test
certification at 2.4GHz, with a market share of 11.7%. However, there were 262 for the
high-end 5GHz, and the market share was as high as 23.6%. It has maintained the number
of test certificates and the top one market share in the world for five consecutive years. The
company's technical capabilities, sufficient capacity and the laboratory qualification
designated by international big factories in wireless netcom and mobile communications
will become one of the important sources which contribute to the company's revenue
growth in the 5G 5th Generation Mobile Communications and Al Internet of Things era
which began this year.

The company has been constructing the testing industry for a long time and
continuing to expand the testing capabilities which leads the competitors. It is optimistic
that the 5G (fifth generation of mobile communications) starts the commercial operation
from 2019 and will drive the vigorous development and clear trend of 10T (Internet of
Things). The layout of the 5G detection was started in advance in 2018, and the
construction of the US laboratory was started at the same time. Moreover, in conjunction
with the completion of our own factory in Kunshan, China, in addition to expanding the
scale of the original service projects, the company also introduced automotive electronics
test teams to provide complete test capabilities for wireless electronic products, modules
and parts required for smart cars. Expanding the range of our service products from
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consumer electronics to automotive electronics is another source of future operational
growth. In early February of this year, the company was honored to work with our major
customers to take the lead in obtaining the world's first US FCC certificate for 5G NR
mmWave (millimeter wave) mobile phones, including the 28GHz and 39GHz frequency
bands, which demonstrates the company's competitive strength in consumer electronics test
technology which leading our competitors in the world. The technology difficulty of 5G
test is high and the business opportunities were huge. In the early 5G generation, 4G LTE
base stations will still continue to support non-standalone 5GNR (Non-Standalone NSA
5GNR). 5GNR test shall cover 3G, 4G LTE, 4G LTE-Advanced, so the cost of test for a
single model has increased significantly. At present, the US telecom operators are the
fastest and earliest commercialized 5GNR construction in the world, provide two
frequency bands of Sub-6GHz and mmWave, and use a communication signal processing
technology "Beamforming" to solve the problem of mmWave transmission distance.
Large-scale multiple input and output (Massive MIMO) technology increased the system
transmission rate, so there will be more challenges in testing certification. Sporton
International INC. The test laboratory in the Bay area, Silicon Valley of the United States
obtained the A2LA certification and the municipal government business license at the end
of November, 2018, and officially opened in January, 2019. Since the 5G test is very
difficult and the test items are complex, the inspection cost will be greatly increased.
Therefore, it is expected to create a new wave of growth momentum of the company.

For the wireless network communication, continuously constructing the test
automation of new technical specifications of Netcom products improves the test efficiency
greatly. Therefore, the test cases may be accelerated without increasing the hardware cost,
which may meet the customer's timeliness requirements. Technically, WiFi 802.11ax (WiFi
6) contains an excellent feature in speed and performance in a high-density network
environment. It has been seen to be used in high-end mobile phones, Gateways, and Small
Celles, which is the mainstream of wireless network technology at this stage. In August
2018, the company passed two cases with 3.5GHz CBRS (Citizens Broadband Radio
Service) small base stations (femtocell for 4G/5G LTE band 48) passed the test. They were
the world's first and second CBRS products to pass the US FCC (US Federal
Communications Commission) certification. The company released its first product in line
with the Citizens Broadband Radio Service (CBRS) spectrum sharing mechanism for major
customers on September 5th, US time, and obtained the world's first use in the 5th
generation mobile communication (5G) Mid-frequency band (Sub-6GHz) 3.5GHz US FCC
certificate. On February 15, 2018, we obtained the first certificate issued by the US FCC
(Federal Communications Commission), which complied with FCC 802.11ax wireless
product RF. Meanwhile, it is optimistic that wireless network technology and the
development of narrow-band Internet of Things (NB-10T) will become mainstream,
especially NB-10T/LTE-Cat M1 products will trigger Internet of Things business
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2.

3.

opportunities. At present, for the global IoT applications, NB-loT has been rapidly
deployed in Europe and China, which all meet the development needs of low-power,
low-cost, wide-area coverage and a large number of terminal equipment connections
required for smart mobile devices. The company has mastered the NB-10T test technology,
which will bring huge test opportunities for future wireless network communication
products.

For the anti-magnetic parts trading business, the revenue in 2018 was NT$
297,760,000, with an increase of 21.43% from the revenue in 2017. Mainly due to the
establishment of the subsidiary of Shenzhen Sporton International INC. in China in 2017,
the company significantly increased the sales of antimagnetic parts in China. In 2019, we
will strengthen the sales and customer service in China, and continue to develop new
product line sales to increase overall competitiveness and achieve the goal of continuous
revenue growth.

Budget Execution Situation
The financial forecasting of 2018 Nian-Du has not been disclosed, so no budget was
reached.

Analysis of financial revenue and expenditure and profitability

(1) (Calculated in the consolidated report)
Item 2018 2017
) . Debts Ratio (%) 21.53 22.61
Financial
Ratio of Long Term Funds to Real
Structure _ 191.20 201.58
Estate, Plant and Equipment (%)
Debt-Paying |Current Ratio (%) 294.05 293.63
Ability Quick Ratio (%) 280.75 280.12
Interest Protection Multiples - 2,690.44
(multiple)
Profitability | O 15.24 15.89
Return On Equity (%) 19.56 20.95
Operating Operating 92.27 94.14
Income to profit
Capital Pre-tax profit 94.82 97.04
Stock%
Net Profit Margin (%) 23.87 24.02
EPS(NTD)( Capital increase 7.58 7.64
out of earnings which is the
retrospective adjustment of
previous years)




4.

2019 Nian-Du Business Plan Summary
(1) Management Guideline
1 ~ Develop the test capabilities of new technologies actively and ensure world-class

competitiveness continuously:

Since the overall development peak of the 4G LTE industry has already passed, LTE
technology is near the end of the life cycle, major international companies have
recently invested heavily in 5G (Fifth Generation Mobile Communications)
technology development and industrial equipment readiness. After completing the
first part of the non-standalone 5GNR standard of Release 15 from 3GPP in
December 2017, the second part of 3GPP Release 15 including the new 5G core
network standalone 5GNR system standard was released in June 2018. Therefore, it
is officially announced that it is the coming of the 5G era from this year. The
industry foreground development trend of 5G-centric applications, including mobile
terminals, artificial intelligence (Al), and Internet of Things (I0T) will be very clear.
The company grasps this trend and carries out early planning and layout of the test
business opportunities for 5G and related industries since 2019, providing greater
growth contribution to the company's future operations.

The company also develops the test capabilities of new technologies to

continuously ensure world-class competitiveness. The completed projects are as
follows:

A ~ The company has the first detection laboratory in Taiwan that may perform
PLMN11 regulation testing. It was successfully approved by NCC in June,
2018 and became a recognized certification body (RCB), which may be used
for smart transportation, smart electric meters, smart street lamps, smart
agriculture, public environmental monitoring and other related 10T products
to provide testing services.

B ~ The company is the testing laboratory designated by the US
telecommunications leader AT&T in the Multiple Input Multiple Output
Over-The-Air (MIMO OTA) and the only qualified laboratory in Asia. Since
MIMO OTA is one of the most complex technologies in antenna testing,
especially 5G mobile phones use large-scale of Massive MIMO technology to
increase system transmission rate, it also covers LTE Advance mobile phone
multi-frequency multi-mode, Wi-Fi, bluetooth and other functions, which is
one of the testing items that shall be passed by all major brands when
launching new products including smart phones, tablets, and IoT devices and
selling them to the US market. Sporton International INC. has been the only
Asian company designated by AT&T, the US telecommunications leader for
many years, which shows that our testing capabilities and energy are
recognized by international standards. It also reaffirms Sporton International
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INC. as the most important partner with the various consumer electronics
brands in Asia.

C ~ The company is the first to obtain the North American CTIA MIMO OTA test
qualification in the world. The mobile phone factories may do the tests and
obtain reports from the labs in Taiwan and China of Sporton International
INC., and successfully sell mobile phone products to North America.
Currently, the US laboratory has formally operated in 2019, it may directly
serve local customers in the United States.

2 ~ We develop partnerships with major customers, build new testing bases on-site
with the growth of customer business, and continue to strive for the company to
become the designated laboratory for more brand manufacturers and international
carriers. In particular, we strive to become the designated laboratory of China's
major telecommunications operators to expand the market share of the testing
market.

In order to meet the requirements of customers, we continuously develop the
number of 1A international certification countries and shorten the time for
obtaining certificates. Currently, Sporton International INC. has established 1A
certification channels in more than 150 countries worldwide, and has achieved
Sporton International INC. certification which is guaranteed in the world.

We develop EMC related components continuously and form a cooperation
platform with related application design technologies and customers:

We master the development of tablet PCs, mobile phones and the future growth
trend of the Internet of Things, and cooperate with the company's testing profession
to develop electromagnetic compatible filtering and protection components suitable
for tablet PCs, Internet of Things and mobile phones to enhance the

competitiveness and increased revenue of parts sales.
(2) Expected sales status and its basis
1 ~ Testing Service of Electronic Products

The company is one of the few companies in the world that may provide
complete services such as mandatory electronic products (EMC, safety regulations,
and radio regulations) and compliance (RF and communication protocols). In
response to the development of an intellectualized society in the future, future
electronic products shall be composite products that include wireless network

communication or mobile communications capabilities. Therefore, providing a

complete service of electronic products with mandatory and conformance is one of

the most important competitiveness of the company, so the following layout is
made to expect that the testing services this year may maintain a certain growth
rate.

A ~ Taiwan: We continue to invest in 5G and network communication latest
technical specifications and more sufficient capacity to invest, because 5G
includes 4G/LTE including RF/RRM/Protocol LTE FDD R12/R13, NB-I1OT,
LTE Cat M1, LTE AGPS, RF/RRM /Protocol LTE FDD, NFC, Sim test,

w
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SUPL 2.0 and MIMO OTA, etc.. Network communication part includes
802.11ax (WiFi 6) and Wireless Power Consortium to meet the testing
requirements of the latest specifications of 5G mobile phones and Network
communication products.

B ~ We continue to invest 100% in the production capacity of the
subsidiary-International Certification Corp. (share). In addition to the testing
capacity of 802.11 ax high-end network communication products, we actively
expand the production capacity and orders of RoLa network communication
products and 10T vehicle networking testing projects to expect that the
revenue in 2019 may have a breakthrough growth, increasing the profitability
of the company.

2 ~ Antimagnetic electronic components sales
In the sales of anti-magnetic electronic components, we have stable customer
sources of passive components such as inductors, coils, and filters that have the
function of suppressing radio wave interference. In 2019 Nian-Du, the company
will actively cooperate with the solution designer and layout the China market. In
addition to the original product line, we will further represent other product lines
to meet the requirements of the broad customer base in China.
3 ~ China
To maintain the long-term competitive advantage and operational growth kinetic
energy of Sporton International INC.,our Kunshan factory not only increased
AG/LTE production capacity after the completion on the factory in the third
quarter of 2018, but also reserved the detection space of future mobile phone 5G,
and introduce the automotive electronics testing team to grasp the testing
opportunities of future smart vehicle development, which makes the service of
the company's electronic testing expand from consumer electronics to automotive
electronics, providing another source of growth for the company's future
operations, while continuing to expand its capacity in Shenzhen. Since the
growth of the overall smart phone and tablet industry in the third quarter of 2015
has slowed down, only the Chinese brand mobile phone manufacturers have
performed outstandingly, Sporton International INC. continues to expand its
investment in the subsidiary Holdings Electronic in China to strengthen its
technical service capabilities and test its production capacity. The growth of
companies in China is one of the main sources of growth for the company in the
future.
(2) Important Production and Marketing Policy
1 ~ Mastering the demand for electronic products for smart life in the future, high-speed

wireless network communication and mobile communication technologies will

change very rapidly, especially the rapid transmission of the fifth-generation (5G)

mobile communication that started this year, it will bring about the vigorous

development of IOT (Internet of Things). In addition, tablet PCs, 4G/LTE modular

products and related composite products will be the mainstream of current products.

Therefore, the company strengthens the new technology, new product testing and

research and development and capital investment of the aforementioned products,

and fully expands the testing technology of wireless network communication and
mobile communication to continue to maintain the most reliable professional
testing company in the world.

2 ~ We continue to implement the policy of testing automation, provide the fastest and
best quality testing services, and continue to strive to be the company specified by
more international major manufacturers and international major telecom operators
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to significantly increase international orders.

3~We implement localized services, continue to expand the testing service projects and
scale in the Chinese market, and strengthen the orders and certificate obtainment
business in Southeast Asia. Meanwhile, we add US laboratories to provide testing
services for local customers in the United States in line with the US manufacturing
policy. At the same time, we provide the services of the local telecommunications
operator field trial in cooperation with the establishment of the German service
base.

4 ~ We lay out the domestic demand market and establish diversified product sales in
China to achieve rapid growth in parts sales.

Future Company Development Strategy:

The fifth-generation mobile communication (5G) and smart network communication
technology have become the main axis of the future electronics industry. The future
composite electronic products combining wireless communication, mobile phone functions
and digital technology will become more and more popular. The company will actively
grasp this trend, develop relevant product laws and regulations and testing technologies,
build sufficient capacity and energy, and plan global expansion plans to gradually build
localized testing laboratories in the US, Europe, Japan and India, which obtain may the
market with local customers to achieve market leadership and continue to implement the
following objectives:

(A) The Most Complete Service: With the development of new electronic technology,
whether it is the latest (5G) smart phones, tablets, 3G and 4G/LTE modular products,
24G radar, 60G audio and video devices and related composite products, wearable
devices and smart home / home appliances and other 10T terminal products, new
technology ICT electronics such as wireless charging products, or cloud technology,
NFC technology and information security involved in electronic consumption that may
be widely used in the future, the company could provide all mandatory and compliance
(including Mobile Conformance, Over-the-Air (OTA) and SAR) testing services to
comply with the diverse requirements of customers.

(B) Localized services: From the establishment of the US laboratory to the establishment of
the Field Trial Service Office in Europe, we assist in solving various regulatory
requirements and testing problems from the customer development stage to the final test
and verification service of the product, and the company may provide localized service
to the nearest supplier and the customized service to comply with the needs of
customers to achieve professional, rapid and differentiated value results.

(C) Automated service: The network communication specifications are changing very
rapidly, and the test specifications are continuously increasing and complicated. We
continue to invest resources in the R&D and automation, provide customers with the
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6.

latest technology testing services, shorten the testing time, and assist customer's
products to quickly obtain certification.

(D) Expanding the world market in combination with the designation of international
manufacturers and major telecom operators around the world: The number and rate of
wireless network communication and mobile communication products tested by the
company for five consecutive years since 2014 are the highest in the world. On the
existing basis, the company will integrate new product research and development more
closely, implement testing technology, cooperate with the continuous investment of the
company's hardware equipment and the domestic and foreign construction of testing
sites, and continue to strive for becoming the designated qualified laboratory of more
international companies and the main telecommunications operators in the world.
Meanwhile, we will assess the local business requirements, gradually plan to add local
laboratories, provide services nearby, and strengthen the company's internationalization
and localized competitiveness.

Impact of external competitive environment, regulatory environment and overall business
environment:

In recent years, the competition of the laboratories has become very keen, and
some of the labs provide low-price to snatch orders, and many fraudulent reports have been
found and many of the test report were fake. The test reports of different products use the
same data. Some small-scale laboratories may also provide the same data even without any
related equipment. Some laboratories claim to shorten the testing time to snatch customers
and orders, but in fact, they miss, omit the test, or falsify the test data that complies with
the regulatory limits to reduce the number of testing hours. Similar illegal cases have been
heard, increasing the difficulty of the company's business orders. Due to the numerous
applications for product certification by Sporton International INC. in various countries
such as FCC, some laboratories claim that they cooperate with Sporton International INC.
and may provide the testing report of Sporton International INC., but in fact, the
certification organization has repeatedly found and notified that the report they provided
was the forged report of Sporton International INC. In such a bad external competitive
environment, affecting the achievement of the company's profit target, the management
team is facing the seriousness of the problem, actively communicates with relevant
authorities, requires strengthening laboratory management, eliminating laboratories with
problems, and avoiding bad money drives out good, which may affect the international
credibility of Taiwan’s testing market. Since January 2017, the National Communications
Commission (NCC) has requested the commissioned verification agency to upload relevant
low-power RF motor technology equipment test reports. Other telecommunications
terminal equipments have been incorporated into the requirements by amending the law. It
is expected that Bureau of Standards, Metrology and Inspection, Ministry of Economic
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Affairs may adopt relevant practice, expose relevant test results on the open platform,
reduce the occurrence of laboratory problem reports, guide the behavior of testing industry,
and prevent the phenomenon that bad money drives out good. At present, the competent
authorities of various governments have gradually faced up to this problem. In the first half
of 2019, there were testing laboratories disqualified by the competent authority because of
the false reports.

The trend of future electronic terminal products towards intellectualization and 10T
(Internet of Things) is very clear. Thus, the testing of its products shall comply with the
mandatory regulations of the official mandatory regulations and the conformance
regulations of the technical forum. In addition to a few well-known foreign testing
companies, the company is currently a testing company that provides a complete package
of services including mandatory regulations such as Safety and EMC and Conformance
regulations such as RF, SAR and OTA. Besides, the company more actively involved in the
development of new technology regulations with technical associations such as GCF and
PTCRB, and then promotes the company from one of the leaders in the field of testing and
certification to one of the co-participants who make the relevant testing standards.

Including 2019, the company has been awarded the Reward of Excellence by the
PTCRB (PCS Type Certification Review Board) the most important mobile communication
certification organization in the world. This award is a comprehensive evaluation of the
professional capabilities of the telecom operator in the PTCRB Association for the
comprehensive laboratory of mobile test, the overall equipment scale, and the quality of
certification testing and the participation of new technology regulations. Sporton
International INC. is the only laboratory in the world that has achieved this glory for five
consecutive years. It shows that the company is not only a leader in the field of mobile
communication testing and certification, but also one of the co-participator who made the
relevant testing and certification standards. Since the company actively participates in
international certification organizations (such as GCF, PTCRB, etc.), it is more likely to
grasp the development trend of new technologies (such as 5G, NB-10T, 4G/LTE, NFC
technology, etc.), and make early capital investment in research & development and
construction of necessary testing equipment to ensure that the company has an absolute
competitive advantage in the market, and it may continue to widen the gap with its peers in
the three axes of technology leadership, quality priority and speed.

Looking forward to the future, with the coming of the 5G and IOT (Internet of Things)
era, and in response to the expanded range of the application from the current mobile
phone, AP Router to the future monitoring system, car networking, medical network and
cloud applications, it is expected that the production of IOT products in the future must be
in a small variety of customized production forms. Therefore, the multi-model type of 10T
products could be expected to be the most favorable business opportunity for the testing
industry. In addition to continuing to strengthen 4G mobile communications (including the
new technology of NB-IOT and LTE Cat M1), 802.11lac (Wi-Fi) wireless network
communication technology and the latest 802.11ax professional capabilities and testing
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energy increase, we also actively participate in the discussion of 5G mobile
communication technology, and set up the layout for the 5G generation coming this year.
Mastering the future by the terminal electronic products of 10T (Internet of Things) which
is combined with wireless communication, mobile phone functions and digital technology,
will quickly replace traditional related electronic products and become a highly-growth
product in the next few years.The company will be more active in the research and
development of such new product testing, create more valuable testing services, and plan
to set up global expansion strategies for testing laboratories in major countries around the
world to grasp each wave of competitive advantage more accurately and actively create
profit for the companies to share the business result with our shareholders, customers and
employees.

Finally, we urge all shareholders to continue providing your support and advice, and wish
all shareholders healthy body and good luck.

Chairperson: Huang, Wen-Liang
Manager: Huang, Wen-Liang

Accounting Supervisor: Pan, Feng-Wen
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Il. Company Profile

1. Establishment Date: May 1, 1997
2. Company History

May 1997

Nov 1997

Dec 1997

Nov 1998

Dec 1998

Apr 1999

Jul 1999

Sep 1999

Oct 1999

Dec 1999

Dec 1999

Feb 2000

Jun 2000

The company was officially registered and set up the first Open
Area Test Site. Test site was in Linkou. The registered capital
was NT$15,000,000.

The head office was relocated to Xizhi, Taipei County and set up
5 indoor 7M*4M*3M anechoic chamber.

Expanded 6 Open Area Test Site EMI site and 1 EMI testing
room.

The company merged with Hen Hsin Technology Corp due to
substantial sales growth. The merge increased the capital with
renew of NT$5 million worth of shares and purchased the
equipment of Open-Area-Test-Site from Wei Bo Technology
Corp. Meanwhile, the company completed cash injection for
NT$65,000,000. And the total capital was NT$85,000,000.

The company completed cash injection for NT$25,000,000. The
total capital became NT$110,000,000.

Established Parts Business Department for the business of EMI
electronic components.

Proposed to build the first indoor standard 3M/10M radio
anechoic chamber. Purchased the land with 3300 square meters
for plant construction in Hwa Ya Technology Park, Guishan
Township, Taoyuan County.

Completed capital injection with cash, profit and capital reserve
for total NT$78,170,000. The total capital become
NT$188,170,000.

Established Safety & Verification Department and officially in
the business of product safety and testing.

To expand the business in Safety & Verification Department, the
company purchased the testing equipment and business from
Hsin An Technology Corp.

Completed cash injection for NT$32,000,000 and public
offering. The total capital become NT$220,170,000.

The Safety & Verification Department received safety
certification from NEMKO, Norway and TUV Rheinland,
Germany.

Re-elected directors and supervisors, and increased two seats for
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Jul 2000

Aug 2000

Oct 2000

Feb 2001

May 2001

Jun 2001

Jul 2001
Aug 2001
Sep 2001
Oct 2001
Nov 2001
Jan 2002
Jan 2002
Jul 2002

Jul 2002

Jan 2003

directors. Introduced directors from WK Technology Fund to
strengthen the board of directors.

Hwa Ya Laboratory started the operation.

Completed capital injection by earnings, capital reserve and
employee bonus with NT$72,051,000. The paid-in capital
became NT$292,221,000.

The Safety & Verification Department received safety
certification from TUV PS, Germany.

To improve customer service and integrate internal resource of
laboratory, the company merged Electromagnetic Compatibility
Department and Safety & Verification Department to start
International Standard Certification Business Department.
International Standard Certification Business Department
received certification from CAP from USA UL Laboratory.

In response to amendment of articles of incorporation, one more
supervisor was elected.

Completed capital injection by earnings, capital reserve and
employee bonus with NT$32,222,100. The total paid-in capital
became NT$324,443,100.

Hwa Ya Laboratory received the certification from USA FCC
Electromagnetic Compatibility Laboratory.

10M anechoic chamber of Hwa Ya Laboratory received the
certification from VVCCI, Japan.

Sporton International Inc. acquired test site certification from
Industry Canada EMC.

Hwa Ya Laboratory was opened to the public officially.

Hwa Ya Laboratory acquired certification from BSMI, M.O.E.A.
Sporton International Inc. was listed in trading center of Taipei
Exchange.

The 2™ phase construction of Hwa Ya Laboratory started.
Completed capital injection by earnings, capital reserve and
employee bonus with NT$57,666,460. The total paid-in capital
became NT$382,109,560.

To strive for 3C verification and strengthen services in China,
the company started 2" division of International Standard
Certification Business Department in Neihu.

The 2™ phase construction of Hwa Ya Laboratory was
completed, including one 2M, two 3M Semi Anechoic Chamber
and one RF Fully Anechoic Chamber.
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Feb 2003
Mar 2003
Jun 2003
Jul 2003
Jul 2003

Aug 2003

Oct 2003
Nov 2003

Dec 2003
Dec 2003
Jun 2004
Jul 2004

Aug 2004

Sep 2004

Oct 2004

Jan 2005

Jan 2005

Apr 2005
May 2005

Jul 2005
Sep 2005

The 3" division of International Standard Certification Business
Department established.

The 2™ test site of Hwa Ya acquired certification from FCC.
Re-elected 3" board of directors.

Completed capital injection by earnings and employee bonus
with NT$82,579,720. The total paid-in capital become
NT$464,689,280.

Sporton International Inc. acquired EMS test site certification
from NVLAP.

The 5" division of International Standard Certification Business
Department established.

The 3" phase construction of Hwa Ya Laboratory started.
Zhonghe Safety Regulations Department acquired certification
from CNLA.

Sporton International Inc. acquired certification from CNLA.
Issued the first domestic unsecured convertible corporate bond.
Hsinchu Laboratory construction started.

Sporton International Inc. acquired certification of TAF from
SAR.

Completed capital injection by earnings, employee bonus with
NT$61,468,920. Converted corporate bond into common stocks
with NT$20,637,400. The total paid-in capital become
NT$546,795,600.

Zhonghe Safety Regulations Department acquired certification
from BSMI.

Converted corporate bonds into common stocks with
NT$20,752,200. The total paid-in capital become
NT$567,547,800.

Converted corporate bonds into common stocks with
NT$4,236,520. The total paid-in capital become
NT$571,784,320.

The 10M anechoic chamber of 2™ phase of Hwa Ya Laboratory
acquired certification from VCCI.

Hsinchu Laboratory opened to the public.

The mobile, antenna test site of Sporton International Inc.
acquired certification from TAF.

3D OTA acquired certification from CTIA.

Hsinchu Laboratory 10M anechoic chamber acquired
certification from VCCI
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Sep 2005

Nov 2005

Nov 2005

Dec 2005

Mar 2006

Mar 2006

May 2006

May 2006

Sep 2006

Dec 2006

Jan 2007

Mar 2007

Apr 2007

Apr 2007

May 2007

Completed capital injection by earnings, employee bonus with
NT$39,654,710. Converted capital reserve as capital injection
with NT$26,654,710. Converted corporate bonds into common
stocks with NT$4,322,470. The total paid-in capital become
NT$642,416,210.

Converted corporate bonds into common stocks with
NT$5,536,540. The total paid-in capital became
NT$647,952,750.

Neihu Laboratory completed construction of digital TV testing
equipment.

Neihu Laboratory acquired authorization as the first BSMI
terrestrial digital TV receiver designated laboratory. Mobile
communication laboratory acquired certification from TAF.
Sporton International Inc. was authorized by Directorate General
of Telecommunications, MOTC as the entrusted inspection
agency. Mobile communication laboratory acquired certification
from TAF WCDMA.

Converted corporate bonds into common stocks with
NT$5,886,150. The total paid-in capital become
NT$653,838,900.

Established branch office in Korea.

Converted corporate bonds into common stocks with
NT$707,310. The total paid-in capital became NT$654,546,210.
Completed capital injection by earnings, employee bonus with
NT$4,407,310. Converted capital reserve as capital injection
with NT$32,007,310. Converted corporate bonds into common
stocks with NT$463,410. The total paid-in capital became
NT$731,024,240.

Invested for subsidiary-Sporton Holding (SAMOA) Inc.
Certified five divisions acquired certification of TAF FCC Part 22
Supart H & Part 24 Supart E. Hsinchu Laboratory received
certification of TAF EMC.

Sporton Holding (SAMOA) Inc. invested and established
Sporton (China Kunshan).

Converted corporate bonds into common stocks with
NT$580,090. The total paid-in capital became NT$731,604,330.
Zhonghe Safety Regulations Department acquired qualification
of UL Nemko CB Testing Laboratory (CBTL).

Hsinchu Laboratory acquired certification from TAF
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Jul 2007

Dec 2007
Mar 2008
Mar 2008
Mar 2008
Mar 2008
Apr 2008
Nov 2008

Dec 2008

Jan 2009
Feb 2009

Feb 2009

Feb 2009

Mar 2009

Mar 2009

Apr 2009

Apr 2009

Apr 2009

May 2009

Jun 2009
Aug 2009

telecommunication terminal equipment and telephone terminal
equipment.

Fifth Department mobile laboratories acquired certification for
TAF 3G mobile phone.

Neihu Laboratory acquired certification of TAF OTA.

Neihu Laboratory acquired certification of CTIA OTA.

Fifth Department acquired certification for TAF FCC 47 C.F.R.
20.19, ANSI PC63.19 and CTIA test plane for HAC.

Hwa Ya Laboratory acquired certification of CTIAHAC
(CATL).

Acquired 100% shareholding of RFI in Korea subsidiary.

Neihu Laboratory acquired certification of WiFi OTA.

Hwa Ya Laboratory acquired certification of WIMAX, EN
301489, EN 300328, EN 301893 and information products
resistance testing from TAF.

Fifth Department of Hwa Ya Laboratory acquired certification of
CANADA Standard RSS-132, CANADA Standard RSS-133.
Sporton (China Kunshan) SAR acquired certification from TAF.
Hsinchu Laboratory acquired certification of EN 300328 and EN
300220 from TAF.

Verification Department acquired qualification of WiMAX
verification business authorized by National Communications
Commission.

Hwa Ya Laboratory acquired certification from TAF GCF OTA.
Fifth Department of Hwa Ya Laboratory acquired certification of
EN62209, RSS-102, ACA Radio Communications Standards
from TAF.

Hwa Ya Laboratory acquired certification of acoustic pressure
from TAF and acoustic certification.

Hwa Ya and Hsinchu Laboratory were the first to get the
certification of CISPR22 high frequency test site from TAF.
Fifth Department of Hwa Ya Laboratory acquired certification of
Acoustic EN 50332 from TAF.

Hwa Ya Laboratory acquired certification of TAF AGPS.

Fifth Department acquired certification of A-GPS 3GPP TS
34.123-1 chapter 17, 3GPP TS 51.010-1 chapter 70, 3GPP TS
34.171 and OMA Secure User Plane Location from TAF.

Fifth Department acquired certification of AT&T AGPS OTA.
Fifth Department mobile laboratory acquired certification of
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Sep 2009

Nov 2009

Dec 2009

Mar 2010

Mar 2010

Mar 2010

Mar 2010

Jun 2010

Aug 2010
Aug 2010

Oct 2010

Oct 2010

Jan 2011

Mar 2011

May 2011

May 2011

Jul 2011

mobile JAVA, TTY, DM test from TAF.

Sporton (China Shenzhen) laboratory acquired certification of
TAF/CTIA.

Gunpo Laboratory, Korea acquired certification of WiFi OTA
testing from TAF/CTIA/WiFi Alliance.

Fifth Department of Hwa Ya Laboratory acquired certification of
Sprint OTA.

Fifth Department of Hwa Ya Laboratory acquired certification of
3G cell site from TAF.

Fifth Department of Hwa Ya Laboratory acquired certification of
Femtocell from TAF.

Fifth Department of Hwa Ya Laboratory acquired certification of
Brazil SAR from TAF.

Fifth Department of Hwa Ya Laboratory and Korea branch
office acquired certification of 3GPP TS 34.124 from TAF.

Fifth Department in Bade, Taoyuan acquired certification for
OTA Chamber from TAF.

Gunpo Laboratory acquired certification for AGPS from TAF.
Linkou Laboratory acquired designated lab qualification for
BSMI broadcast receiver equipment.

Fifth Department of Hwa Ya Laboratory acquired certification of
WiIMAX EMC from TAF.

Hsinchu Laboratory acquired testing site qualification for VCCI
radiation interference high frequency and communication
interference.

Fifth Department of Hwa Ya Laboratory acquired qualification
of designated testing lab for 4G Femtocell NCC.

Hwa Ya Laboratory acquired certification of electromagnetic
compatibility testing agency from the Ministry of Transportation
and Communications R.O.C.

The Safety & Verification Business Department acquired
certification of CNS 15285 mobile phone charger from TAF

The Safety & Verification Business Department acquired CNS
14336-1 information technology equipment certification from
TAF.

Hsinchu Laboratory was the first to get the qualification of NCC
designated technical standard lab for the first category of
telecommunication business point to point microwave radio
frequency equipment.
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Aug 2011

Sep 2011

Sep 2011

Oct 2011

Dec 2011

Jan 2012

Mar 2012

Mar 2012

Apr 2012

Jun 2012

Jul 2012

Jul 2012

Oct 2012

Jan 2013

Feb 2013

Mar 2013

Mar 2013

Mar 2013

Mar 2013

Mar 2013

Fifth Department of Hwa Ya Laboratory and Gunpo Laboratory
were the first to get the certification from TAF for testing CTIA
V3.1.

The Safety & Verification Business Department acquired
certification of Energy Star from TAF.

The Safety & Verification Business Department acquired
certification from TAF for benchmark and marking method.

The Safety & Verification Business Department acquired
certification of Energy Star from EPA.

Neihu Laboratory acquired certification of CTIA V3.1 from
TAF.

Fifth Department in Bade and Sporton (China Kunshan),
Sporton (China Shenzhen) acquired certification of CTIA V3.1
from TAF.

Sporton (China Shenzhen) acquired certification of PTCRB.
Fifth Department in Bade acquired certification of CTIA WiFi
from TAF.

Sporton (China Shenzhen) acquired certification of SAR from
TAF.

Fifth Department of Hwa Ya Laboratory acquired certification of
NFC Digital Protocol from TAF.

Sporton (China Shenzhen) acquired certification of LTE from
TAF.

Gunpo laboratory acquired certification of LTE from TAF.
Established International Certification Corp.

Taiwan subsidiary acquired Canada Industry Certificate.
Sporton (China Shenzhen) acquired certification of ITE
products, EMC, wireless product FCC and CE, HAC testing
from TAF.

Sporton International Inc. acquired certification of Wireless
Power Consortium (WPC).

Sporton (China Shenzhen) lab acquired certification of 3M Semi
Anechoic Chamber from TAF.

China Xian Laboratory acquired certification of OTA Chamber
from TAF.

Fifth Department of Hwa Ya Laboratory acquired certification of
GCF Field Trial from TAF.

Fifth Department of Hwa Ya Laboratory acquired certification of
OMA Browsing from TAF.
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Mar 2013

Mar 2013
Apr 2013

May 2013
May 2013
Jun 2013
Sep 2013
Oct 2013
Oct 2013
Oct 2013
Nov 2013

Nov 2013

Jan 2014
Feb 2014

Feb 2014

Feb 2014

Feb 2014

Feb 2014

Mar 2014

Mar 2014

Mar 2014
Apr 2014

Taiwan subsidiary acquired certification of electromagnetic
compatibility and radio lab from TAF.

Taiwan subsidiary acquired Taiwan BSMI & NCC Certificate.
Taiwan subsidiary acquired United States of America -FCC
Certificate.

China Xian Laboratory acquired OTA Chamber certification
from CTIA.

Taiwan subsidiary acquired Japan-VCCI Certificate.

Taiwan subsidiary acquired Japan-DSPR-Certificate.

Sporton (China Kunshan) acquired IEC/EN-60950-1)
certification of TUV/Rh.

Sporton (China Kunshan) acquired safety test certification
(information and communications) from TAF.

China Xian Laboratory acquired SAR from TAF.

Fifth Department of Wen 33rd acquired certification from TAF.
Sporton (China Shenzhen) acquired certificate for acoustic
pressure compliance test from TAF.

Fifth Department of Neihu acquired SAR certification from
TAF.

Gunpo laboratory acquired SAR certification from TAF.

Fifth Department of Hwa Ya Laboratory acquired NCC LTE cell
site testing certification from TAF.

Fifth Department of Hwa Ya Laboratory acquired NCC LTE
designated lab qualification.

Zhonghe Safety Regulations Department acquired
IEC-62133/CNS15364 testing certification from TAF.

Sporton (China Kunshan) acquired UL60950-1/CSA-C22.2 No.
60950-1/UL60065/CSA-C22.2 No. 60065/UL507/CSA-C22.2
No0.113 testing certification from UL(TPTDP).

Sporton (China Kunshan) acquired UL60950-1/CSA-C22.2 No.
60950-1/UL60065/CSA-C22.2 No. 60065/UL507/CSA-C22.2
No0.113 testing certification from UL(CAP).

Zhonghe Safety Regulations Department IEC 62133/CNS15364
testing certification from BSMI.

Verification Department acquired LTE inspection qualification
authorized by National Communications Commission.

Hsinchu Laboratory acquired SAR certification from TAF.
Sporton (China Kunshan) acquired TUV/SUD certificate.
Certified items including IEC/EN-60950-1, IEC/EN-60065.
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Apr 2014

Jun 2014

Oct 2014

Nov 2014

Nov 2014

Dec 2014

Jan 2015

Mar 2015

Mar 2015

Jun 2015

Oct 2015

Nov 2015

Nov 2015

Jan 2016
Mar 2016

Jul 2016

Sep 2016

Nov 2016

Jan 2017

Jan 2017

Taiwan subsidiary Wen 33" laboratory’s 966 & Fully Chamber
acquired certification of test site from TAF.

Wen 33rd lab of Taoyuan acquired SAR testing certification
from TAF.

Wenhua 3rd lab of Taoyuan acquired 966 Chamber certification
from TAF.

Zhonghe Safety Regulations Department acquired IEEE 1625,
IEEE 1725 testing certification from TAF.

New lab in Shegu Rd. of Sporton (China Shenzhen) acquired
TAF certification.

Sporton (China Kuanshan) acquired UL 60065, GB 8898, IEC
60065/EN 60065, CNS 14408 testing certification from TAF.
Wenhua 3" lab of Taoyuan acquired OTA Chamber, RS
Chamber and Fully Chamber certification from TAF.

Taiwan subsidiary acquired FCC Part 90 & Canada: RSS-111&
RSS-130 testing certification from TAF.

Taiwan subsidiary acquired EN 55032 testing certification from
TAF.

Hwa Ya Laboratory acquired ANSI C63.4:2014 certification
from TAF.

Zhonghe Safety Regulations Department acquired IEC62368-1
testing certification form TAF

Fifth Department mobile communication lab acquired NFC
Handset Test book.

Zhonghe Safety Regulations Department acquired IEC62368-1
testing certification for IECEE/CBTL.

Acquired FCC 14-208 testing site registration in advance.
Sporton (China Kuanshan) acquired FTA LTE certification from
TAF.

Taiwan subsidiary acquired Japan MIC-LTE Article 49-6-9;
Article 2 paragraph 1 item (11)-19; Article 2 paragraph 1 of item
54 testing certification from TAF.

Sportan (China Kuanshan) acquired Japan JPA, JRF testing
certification from TAF.

Hwa Ya, Hsinchu Laboratory acquired EU The Radio
Equipment Directive certification from TAF.

Fifth Department Wenhua 3" lab acquired CTIA MIMO OTA
testing qualification.

Sporton (China Kuanshan) acquired CTIA MIMO OTA testing
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Jun 2017

Aug 2017

Aug 2017

Aug 2017

Sep 2017

Nov 2017

Dec 2017

Mar 2018

Mar 2018

Mar 2018

Apr 2018

Jul 2018

Jul 2018

Jul 2018

Aug 2018

Oct 2018

Oct 2018
Oct 2018

Dec 2018

qualification.

Fifth Department Wenhua 3" lab acquired SAR & HA testing
certification from TAF.

Sporton (China Shenzhen) acquired EU GPS EMC & RF testing
certification from TAF.

Sporton (China Shanzhen) acquired NFC SWP/HCI testing
certification from TAF.

Taiwan subsidiary acquired MME-CISPR35 testing certification
from TAF.

Headquarter added ESD testing site and acquired certification
from TAF.

Taiwan subsidiary acquired “FCC Part
22/2425/27174/90/95/96/97/101” testing certification from TAF.
Fifth Department mobile communication lab acquired GSMA
TS.35 10T Device Connection Efficiency Test

Book certification from TAF.

Fifth Department of Japan MIC testing acquired certification
from TAF and DSPR Japan.

Hwa Ya, Hsinchu Laboratory acquired CISPR 35 testing
certification from TAF.

Fifth Department acquired FCC Part 96 testing certification
from TAF.

Fifth Department acquired NCC PLMN11 NB-I10T testing
certification from TAF.

Fifth Department acquired FCC millimeter wave and EU ITS
5.8 GHz testing certification from TAF.

Fifth Department acquired mobile components electromagnetic
compatibility testing certification from TAF.

Fifth Department mobile communication lab acquired RCS
Conformance, MIoT testing certification from TAF.

Sporton (China Kuanshan) office acquired testing certification
from TAF.

Sporton (China Kuanshan) office building was officially
completed.

Sporton USA laboratory was established officially.

Sporton USA laboratory acquired EMC & RF testing
certification from A2LA.

Taiwan subsidiary acquire Canada wireless product ISED testing
lab qualification.
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Jan 2019

Jan 2019

Jan 2019

Jan 2019

Jan 2019

Jan 2019

Jan 2019

Feb 2019

Feb 2019

Feb 2019

Mar 2019

Mar 2019

Mar 2019

Mar 2019

Fifth Department acquired IEC 61000-4-9 testing certification
from TAF.

Sporton (China Shenzhen) lab acquired A-GNSS, A-GLONASS
testing certification from TAF.

Sporton (China Kuanshan) office building acquired testing
certification from CNAS.

Sporton (China Kuanshan) lab acquired mobile components
electromagnetic compatibility testing certification from CNAS.
Sporton USA lab acquired ESD, CBRS, CTIA OTA testing
certification from A2LA.

Sporton (China Kuanshan) lab acquired mobile components
electromagnetic compatibility testing, USA and Canada EMC,
RF, SAR, HAC testing certification from A2LA.

Sporton (China Shenzhen) lab required USA and Canada EMC,
RF, SAR, HAC testing certification from A2LA.

Sporton USA lab acquired Canada wireless products ISED
testing lab qualification.

Taiwan laboratory acquired Canada wireless products ISED
testing lab qualification.

Sporton (China Kuanshan) lab acquired Canada wireless
products ISED testing lab qualification.

Sporton (China Shenzhen) lab acquired Canada wireless
products ISED testing lab qualification.

Taiwan subsidiary acquired BSMI CNS 13783-1 &
CNS60335-1 testing certification from TAF.

Taiwan subsidiary acquired Canada wireless products RSS-140
testing certification from TAF.

Sporton USA lab acquired Japan VCCI testing lab qualification.
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[44

Third. Corporate Governance Report

1. System of organization

(1) Organization & structure of company
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(2) Business operations in various major departments :

Department

Main Job (Duty)

General Manager

Formulate (Develop) the company's operational direction, plan and
vision.

Responsibility for the guidance, planning, supervision and
implementation of the company's business policies, competitive
strategies and major business plans and investment cases.

Supervise and mentor the company's budget preparation.
Management and coordination of affairs of various departments of the
company.

Establish a business structure, verify and declare the company's
quality policy and quality objectives.

Review of the company's personnel appointment, exemption,
retirement, pension, assessment, rewards and punishments.
Counseling, supervision and planning of routine affairs and meetings
of various units.

Review and verification of relevant documents.

Responsibility for full supervision of the quality control unit.

. Enhance corporate value.

General Manager

Assist the general manager in dealing with the technical aspects of
testing services.
Assist the general manager in handling administrative and overseas

Room business.
3. Site (Place/Area) safety and confidentiality measures are checked.
4. Process and respond to customer complaint.
1. Investigate and evaluate the soundness, rationality and effectiveness
of various management systems within the company's internal control
Audit Room system.

Investigate and evaluate the efficiency of each unit's execution of the
company's programs or policies and their assigned functions.

International Standard
Certification Business
Department

2.
3.
4.

Establish an international standard certification business operation
plan.

Supervise and coordinate the business of each department.

Integrate EMC and SAFETY resources to increase system efficiency.
Regularly check the operating results, analyze and improve.

Business Department

Responsible for business development, customer service and case follow

up.
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1. Managing arrangements for the testing business.

2. Receive (Entertain) test customer (client).

3. Perform test work.

4. Make test records and determine test results.

5. Ensure that equipment and facilities are in optimal use.

Engineering 6. Assist in the testing of new products.
Department . . e .
7. Establish (Develop) and modify test specifications.
8. Handle customer response issues and needs (requirements).
9. Control and management of various certification cases.
10. Coordinate case testing and document production.
11. Review and sign test reports and certificates.
1. Collect relevant regulations.
2. Send, receive and manage company’s internal and external
nggmﬁg%t certification documents.
3. Managing and reporting progress with reminders.
4. Produce (Make) test reports and certificates.
1. Establish (Set up) annual quality audit plan.
2. Perform quality audits, reviews, corrections, tracking, analysis,
Quality Management improvement and prevention of defects.
Department 3. Promote responsibility for quality systems and instructions for quality
control operations.
4. Testing software development automation.
1. Development of test technology.
R&D Department 2. Transfer of test technology.
3. Collection of new regulations or standards.
1. On-site support and modify customer testing.
Technical Support  |2. Research revision techniques and answer customer modification
Department questions.
3. Package modification of customer case.
1. Market development of electronic components.
2. Establish (Set up) the plan of parts business department.
Components Business [3. Supervise and coordinate the business of parts departments.
(inclagli)r?étgﬁgitness 4. Regularly check the operating results, analyze and improve.
Department, 5. Warehouse management and supervision.
'Bfggg??rggﬂt,'\gﬁ%“@s 6. Material planning and supervision.
Assurance Department)|7. Procurement (Purchasing) management and supervision.
8. Management of outsourcing processing.
9. Perform quality check and verification.
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1. Take charge of the operation of accounting affairs.
Communicate the declaration matters to foreign and government
Financial Department authorities.

N

3. Responsible for budgeting and capital planning.
4. Company stock business.
Administrative 1. Personnel requirements (Staff demand) planning and recruitment.
Department 2. Purchasing, maintaining and managing items.
Information 1. Maintain the normal operation of the information network system.
Department 2. Develop office automation software.
Customer Service |Responsible for handling, tracking and responding to customer

Department complaints.
Verification The official commissioned certification business and certification
Department authorized development.
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Second. Directors, supervisors, general manager, deputy general manager, associates, departments and branches officer information
I. Directors, Supervisors

April 16, 2019
Spouse, minor | Shareholding Spouse, or secondary
Nationa Recorded
Elected shareholding children recorded | with other relative with other officers,
lity or First Shareholding
shareholding names Education/ Current position of the directors, or supervisors
Title registra Name Sex | Elected Date |Term| elected
Shareh Shareh [Share| Shareh Experiences company or others
tion date | Shareholdin |Sharehold|Shareholdin Sharehold
olding olding | holdi| olding Title | Name | Relation
place g ing % g ing
% % ng %
Chairman |R.O.C. |Yoshin M | Jun8,2018 | 3y | Sep 22, 23,774,321| 26.00%| 24,341,524(26.34% 0| 0.00% 0| 0.00% Department of General Manager Supervis |Huang, | Secondar
Investment 1999 Mechanical Yoshin Investment Corp./  |OF Shu-H |y relative
Corp. E;Z%'gﬁ;r?ffwan Chairman Director ‘é’ﬁ Secondar
Representative ang, |y relative
: IF-)|uang University of Science |Sporton Investment Zhao-B Y
Wen—Liar; and Technology (SAMOA), Inc./Principal en
g Sporton Holding
Hen Hsin Technology [(SAMOA)Inc./Principal
Corp/General Sporton(China
Manager Kuanshan)/Chairman
. Sporton International (Korea)
Wei I?o Techrology Inc./Chairman
Corp/Genera
Manpager Sporton(China
Shenzhen)/Chairman
Sporton
International(USA)/Chairman
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Director R.O.C. |Yoshin Jun8,2018 | 3y | Sep22, | 23,774,321 26.00%| 24,341,524|26.34% 0| 0.00% 0.00%|Department of General Manager/Business N/A N/A N/A
Investment 1999 Industrial Department
Corp. Engineering and Director/Sporton (China
Representative ;"a’cjaqemef‘ttv Yuan | kyanshan)
: \_(ang_, Aierr::\\ée/rlszlnéineer Sporton(China Kuanshan)/
Chi-Hsiang BenQ General Manager
Corporation/Engineer |Sporton International (Korea)
MiTac/Senior Inc./Supervisor
Manager
Director R.O.C. |Wang, Jun 8,2018 | 3y | Jun17, 681,083 0.74% 687,893| 0.74%| 163,669 0.18% 0.00% |Department of Vice Chairman N/A N/A N/A
Hsin-Tien 2000 Electronic and International Certification
Computer Corp/Director
Engineering,
National Taiwan
University of Science
and Technology
Sony/R&D division
leader
TECO Electric and
Machinery/R&D
Assistant Manager
New Safety
Technology Co.,
Ltd./General Manager
Director R.O.C. |Chang, Jun 8,2018 | 3y | Jun 14, 283,416 0.31% 290,250| 0.31%| 100,053| 0.11% 0.00% |Department of Deputy General Manager Chairm|Huang, | Secondar
Zhao-Ben 2006 Banking and Finance, ||nternational Certification an Wen-Lia |y relative
Tamkang University |Corp/Director Superv (N9 Secondar
Yuanta Commercial isor Huang, |y relative
Bank/ Shu-Hwa
Assistant Manager
Director R.O.C. |Huang, Jun8,2018 | 3y | Juns, 5,244  0.01% 5,296| 0.01% 0| 0.00% 0.00%|College of Electrical |Associate N/A N/A N/A
Ming-Chi 2018 and Computer

Engineering,

National Chiao Tung
University

Industrial
Technology Research
Institute/Assistant
Manager
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Independen
t Director

R.O.C.

Yao, Rey

Jun 8, 2018

3y

Jun 3,
2015

0.00%

0.00%

o

0.00%

0.00%

University of
Wisconsin-Madison,
PHD in Economics

Department of
Economics, National
Central
University/Departme
nt Head

N/A

N/A

N/A

N/A

Supervisor

R.O.C.

Huang,
Shu-Hwa

Jun 3, 2015

3y

Jun 17,
2000

994,932

1.09%

1,004,881

1.09%

o

0.00%

0.00%

Department of Early
Childhood Education,
University of Taipei

International Certification
Corp/Chairman

Chairm

an

Directo

r

Huang,
Wen-Lia
ng
Chang,
Zhao-Be
n

Secondar

Relative
Secondar

y
Relative

Supervisor

R.O.C.

Lin, Yen-Shan

Jun 3, 2015

3y

Jun 14,
2005

23,517

0.03%

23,752

0.03%

o

0.00%

0.00%

National Chia-Yi
Industrial Vocational
High School

Hsin Kang
Foundation of
Culture & Education/
Honorary Director
and Chief Financial
Officer

N/A

N/A

N/A

N/A

Supervisor

R.O.C.

Lin, Gin-Liang

Jun 3, 2015

3y

Jun 3,
2015

0.00%

o

0.00%

7,219

0.01%

0.00%

Department of
Electrical
Engineering, Cheng
Shiu University
Easy Soft/General
Manager

N/A

N/A

N/A

N/A

PS. Chang, Chuan-Chang, independent director has resigned on August 7, 2018. The shareholders meeting shall re-elect one independent director.
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Chart one: Main Shareholders of the Corporate

April 16, 2019

Name of Corporate Shareholder (Note 1)

Main Shareholder (shareholding ratio) (Note 2)

Yoshin Investment Corp.

Huang, Wen-Liang (99.88%)

Note.1. When director and supervisor are representatives of corporate shareholders, it is required to fill up the name of corporate shareholder.
Note.2. Fill up the main shareholder’s name (his shareholding ratio accounts for Top 10). If the main shareholder is the legal person, please
fill up Chart two.

Chart two : Main Shareholder when the main shareholder from Chart one is the legal person

April 16, 2019

Name of Corporate Shareholder (Note 1)

Main Shareholder of the Corporate Shareholder (Note 2)

N/A

N/A

Note.1. If the main shareholder in Chart one is the legal person, it is required to put the name of the legal person.

Note 2. Please fill up the name of main shareholder of the legal person (his ratio in Top 10 list of shareholdings) and his shareholding ratio.

Director & Supervisor Information

Whether having over 5 years working Served as
. . independent
experiences and professional Compliance with independent status ( A) director of other
qualification listed below public offering
company
Lecturer of | Certified or | Working
public or licensed experie
private professional nce
Terms| collegeand | technical require
university of | personnel in in the
the the field of field of
Name departments Judge, busines
in the field of | prosecutor, | s,legal,| 1 | 2 |3 |4 |5 |6 |7 |89 10
business, lawyer, finance,
legal, finance,| accountant, | account
accounting or| or other ing or
corporate corporate corpora
business business te
busines
s
Yoshin v v v
Investment
Corp.
Representativ 0
e:
Huang,
Wen-Liang
Yoshin v v |v |v vi v |v
Investment
Corp.
Representativ
e 0
Yang,
Chi-Hsiang
o ‘ el lo vl ] o
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gr:]:gfjéen v v vivi|v v |v 0
;L::ggcm v viviv|iviv| v iv]|v 0
a0, Rey v v viv v v v v v v | v v 0
St ‘v clelvl [v]v] 0
I\_(:]r’l-Shan v v VIV VIV Vv ViV Vv 0
I(_;ii?{_uang v viv iv|iv| v iviviv]|iv]|v 0

Note. Each director, supervisor who meets the following condition during his tenure or 2 years before being elected should mark “v”
under the condition.

@)
@

®

*)
®)

(6)
U]

®)
©)

Not the employee of the company or related company.

Not the director, supervisor of the company or related company (however, he who is the independent director of the company,
headquarter, subsidiary in accordance with the local laws is not limited).

Not himself or his spouse, minor children or other people’s name with holding more than 1% of company’s total issued shares,
or as the Top 10 shareholders of the company.

Those whose spouse, secondary relatives or direct blood relatives not included from the listed as 1~3.

Directors, supervisors, employees not directly holding more than 5% of company’s total shares, or directors, supervisors,
employees as Top 5 shareholders of the company.

Directors, supervisors, managers not having financial or business relationship with, or shareholders holding more than 5% of
company’s shares.

Not the professionals, sole proprietorship, partners, enterprise, or institutional business owners, directors, supervisors,
managers, spouse who provide business, legal, financial, accounting, consulting business for the company or related company.
However, the members of remuneration committee listed on the stock market or securities business office, and exercise their
power in article 7 shall not be limited.

Not in kinship with other directors as spouse, or secondary relatives.

Not meeting one of the provisions in Article 30 of Company Act.

(10) Not being elected as the government, legal person or representative under the regulation of article 27 of Company Act.
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I1. General manager, deputy general manager, associates, departments and branches officers

April 16, 2019

Spouse, minor Shareholding Spouse, or secondary
Recorded .
children recorded with other relatives
Shareholding .
Elected shareholding names Education/ with the managers
Title | Nationality Name Sex Current position of the company or others
Date Experiences
Shareh Shareh Shareh .
Sharehold Shareh ) Relati
Shareholding | olding olding olding Title Name
ing olding on
ratio ratio ratio
Department of Mechanical Yoshin Investment Corp./
General | R.O.C. [Huang, M May 1, 1,083,745| 1.17%| 407,283| 0.44% 0| 0.00%| Engineering, National Taiwan |Chairman Deputy | Chang, |Secon
Manage Wen-Lian 1997 'LrJen;r\:ﬁfiggyOf Science and Sporton Investment(SAMOA),Inc./ general |Zhao-Ben| dary
r g ) Principal manager relativ
Hen Hsin Technology Sporton Holding (SAMOA)Inc./
Corp/General Manager Principal e
Wei Bo Technology Sporton(China Ku;-anshan)/Chalrman
Corp/General Manager Sporton International (Korea) Inc./
Chairman
Sporton(China Shenzhen)/Chairman
Sporton International (USA)
Inc./Chairman
] Department of Electronic and |International Certification Corp/Director No No No
Vice R.O.C. |Wang, M Sep 21, 687,893| 0.74%| 163,669| 0.18% 0| 0.00% Computer Engineering,
Chairma Hsin-Tien 2000 Na_tlonal Taiwan University of
Science and Technology
n Sony/ R&D Division leader
TECO Electric and
Machinery/R&D Assistant
Manager
New Safety Technology Co.,
Ltd./General Manager
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) Department of Industrial Sporton (China Kuanshan)/ Director No No No
Busines | R.O.C. |Yang, May 3, 43,137| 0.05%| 45,375| 0.05% 0| 0.00% Engineering and Management, |Sporton(China Kuanshan)/
s Chi-Hsiang 2004 Yuan Ze University General Manager
Acer Inc./Engineer Sporton International (Korea)
Departm BenQ Corporation/Engineer  inc./Supervisor
MiTac/Senior Manager
ent
General
Manage
r
. | N College of Electrical and Sporton (China Kuanshan)/ Director No No No
Senior R.O.C. |Su, Jul 1, 559,460 0.61%| 218,942| 0.24% 0| 0.00% Computer E.ngi.neer_ing,. Sporton(China Shanzhen)/Supervisor
Denut Ming-Che 2003 National Taipei University of
Uy g Technology
General TECO Electric and
Machinery/EMI Engineer
Manage
r
Department of Banking and International Certification
Deputy | R.O.C. |Chang, Jul 1, 290,250{ 0.31%| 100,053| 0.11% 0| 0.00% Finance, Tamkang Corp/Director General | Huang, |Secon
General Zhao-Ben 2006 University/Yuanta Commercial Manager |Wen-Lian| dary
Bank/Assistant Manage
Manage g relativ
r e
Deputy | RO.C. |Tsai, Jul 1, 451/0.00% 0/ 0.00%| 0| 0.000|Craduate Instituteof N/A N/A NA | NA
Communication Engineering,
General Shu-Kung 2008 National Taiwan University
Manage MiTac/ Engineer
r
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Graduate Institute of

Deputy | R.O.C. |Ho, Jul 1, 0/0.00% 0| 0.00% 0{ 0.00% . o N/A N/A N/A N/A
Communication Engineering,
General She-Yu 2011 National Taiwan University
Manage MiTac/ Manager
r
Associat| R.O.C. |Chuang, Aug 1, 27,525(0.03%|  583{0.00%| 0 0.009|PePatMent of Electronic N/A N/A N/A | N/A
Engineering, Chung Yuan
e Wen-She 2003 Christian University
n YingDe Technology
Inc./Engineer
Associat| R.O.C. |Chen, Jan 1, 56,657|0.06%| 39,405| 0.04%| 0 0.000|PCPArIMeNt Of Electrical N/A N/A NA | N/A
Engineering, Tungnan College
e Tian-Tze 2009 Hongdeng Technology
Inc./Director
Associat| R.O.C. |Yang, ul 1, 1,085(0.00% 0{ 0.00%| 0| 0.009|Craduate Institute of Electrical N/A N/A NA | NIA
Engineering, National Taiwan
e Fu-Shua 2011 University
n MiTac/Manager
Associat| R.O.C. |Lee, Nov 1, 24,504(0.03%| 2,941] 0.00%| 0| 0.000|PEPETIMENt OF Business N/A N/A NA | N/A
Administration, China
e Wei-Yi 2011 University of Technology
Fong Chiung Inc./Sales
Director
. College of Electrical and
Associat| R.O.C. [Huang, Dec 1, 5,296|0.01% 0| 0.00% 0| 0.00% o N/A N/A N/A N/A
Computer Engineering,
e Ming-Ch 2011 National Chiao Tung
i University
Industrial Technology
Research Institute/Assistant
Manager
Associat| R.O.C. |Lu, May 4, 0(0.00% 0/ 0.00%| 0| 0.0006|DEPartmeNt of Applied N/A N/A N/A | NIA
Mathmatics, National Sun
e Yi-Chian 2012 Yat-sen University
q Inventec Appliances/Manager
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Associat| R.O.C. |Ma, Aug 1, 1,000|0.00% 0/ 0.00%| 0] 0.000|DCPartMeNt of Mechanical N/A N/A N/A | NIA
Engineering, Chinese Culture
e Yuan-Jun 2012 University
Compliance Certification
Services Inc./Manager
Associat| R.O.C. |Wang, Jan1, 0/0.00% 0[0.00% 0| 0.00% g'l‘é‘;:"re'g” Language N/A N/A NA | NIA
e Shan-We 2017 Department of Law, National
n University of Kaohsiung
Associat| R.O.C. |[Chen, Jan 5, 0/0.00% 0| 0.00% 0] 0.00%|College of Business, National N/A N/A N/A N/A
e Jian-Shu 2018 Taipei University
an
. Department of Accounting,
Chief R.O.C. [Pan, Sep 1, 14,056 0.02% 0{0.00% 0} 0.00%| -, . A N/A N/A N/A N/A
Chinese Culture University
Financia Fong-We 2010 Ling Jiou Mountain Buddhist
| Officer n Society/Accounting Director
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I1l. Recent paid remuneration for directors, supervisors, general manager, deputy general managers

Chart one : Director (including independent director), supervisor, general manager, deputy general manager

(1) Director (including independent director) remuneration

Unit: NT$1,000/thousand shares

Director’s remuneration

Part time employee bonus

Ratio of Total

Ratio of total
. . (AB,C,D,EF,G)
) Director Business (A.B,C,D) to net Salary, bonus, . Whether
Remuneration . . . . - . to net profit after ‘
A) Pension(B) remuneration Execution Fee profit after tax special Pension(F) Employee bonus(G) tax receive the
Title Name (© (D) allowance(E) remuneration
from the
R ; ) ) N ) ) . n subsidiary
o) Companies e} Companies I} Companies o) Companies o) Companies o) Companies o Companies Companies in the e} Companies
o . o . o . o . o . o . o . . " . o . company
3 inthe 3 inthe 3 in the 3 in the 3 in the 3 in the 3 in the Company consolidated financial 3 in the
° consolidated o consolidated o consolidated ° consolidated ° consolidated ° consolidated © consolidated report ° consolidated
g financial § financial : financial g financial g financial : financial 2 financial Cash Stock Cash Stock : financial
< < < < < < < <
report report report report report report report Amount Amount Amount Amount report
Yoshin
Investment
Chairman Corp./Rep: 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 No
Huang,
Wen-Liang
Yoshin
Investment
Director Corp/Rep;
Yang,
Chi-Hsiang
Wang,
Director 0 0 0 0 2583 | 2583 | 30 30 0.37% | 0.37% | 20,210 | 23,648 | 352 352 10,254 0 10,254 0 477% | 5.27% No
Hsin-Tien
. Chang,
Director
Zhao-Ben
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Huang,

Director . .
Ming-Chi
. Su,
Director .
Ming-Che
Independent
. Yao, Rey
Director

Independent Chang,
Director | Chuan-Chang

*Besides above information, directors received remuneration for the internal services listed in the financial report (if served as consultant): No

Note. 1. The company re-elected directors and supervisors on June 8, 2018.

Note. 2. Chang, Chuan-Chang, independent director has resigned on August 7, 2018. The shareholders meeting shall re-elect one independent director.
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Remuneration Bracket

Director’s paid remuneration bracket

Director’s Name

Total amount(A+B+C+D)

Total amount(A+B+C+D+E+F+G)

Company

Companies in the
consolidated
financial report

Company

Companies in the
consolidated
financial report

Below $2,000,000

Huang, Wen-Liang : $0
Wang, Hsin-Tien/ Yang,
Chi-Hsiang /
Chang, Zhao-Ben /
Huang, Ming-Chi / Su,
Ming-Che / Yao, Rey /

Chang, Chuan-Chang

Huang, Wen-Liang : $0
Wang, Hsin-Tien/ Yang,
Chi-Hsiang /
Chang, Zhao-Ben / Huang,
Ming-Chi /

Su, Ming-Che/ Yao, Rey

/Chang, Chuan-Chang

Huang, Wen-Liang : $0
Wang, Hsin-Tien / Su,
Ming-Che /

Yao, Rey
/Chang, Chuan-Chang

Huang, Wen-Liang : $0
Wang, Hsin-Tien / Su,
Ming-Che /

Yao, Rey
/Chang, Chuan-Chang

$2,000,000 (included) ~$5,000,000 (excluded)

Chang, Zhao-Ben / Huang,

Ming-Chi

Chang, Zhao-Ben / Huang,
Ming-Chi

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

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

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

Yang, Chi-Hsiang

Yang, Chi-Hsiang

$30,000,000 (included) ~50,000,000 (excluded)

$50,000,000 (included) ~100,000,000 ( excluded )

$100,000,000 and above

Total

Note 1. The company re-elected directors and supervisors on June 8, 2018.

Note 2. Chang, Chuan-Chang, independent director has resigned on August 7, 2018. The shareholders meeting shall re-elect one independent director.
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(2) Supervisor’s Remuneration

Unit: NT$1,000

Supervisor’s remuneration

n BRétiB)g[)f Tottal fit Whether
. i i ,B,C,D)to net profi _
Remuneration(A) Reward(B) Busmefsese?é()ecutlon o P receive the
Title Name remuneration
Companies Companies Companies Companies from the
in the in the in the in the o
Company | consolidated | Company | consolidated | Company | consolidated | Company | consolidated | subsidiary
financial financial financial financial company
H report report report report
; uang,
Supervisor ShlIJ_-H\gva
; in
SUPEIVISOr | ven-Shan 0 0 1,500 1,500 0 0 0.21% 0.21% No
: Lin,
Supervisor Gin-Liang
Remuneration Bracket
Supervisor’s Name
Supervisor’s paid remuneration bracket Total amount(A+B+C)
Companies in the consolidated
Company P mancial report
Huang, Shu-Hwa / Lin, Huang, Shu-Hwa / Lin, Yen-Shan / Lin,
Below $2,000,000 . . L
Yen-Shan / Lin, Gin-Liang Gin-Liang
$2,000,000 (included) ~$5,000,000 (excluded)
$5,000,000 (included) ~10,000,000 (excluded)
$10,000,000 (included) ~15,000,000 ( excluded )
$15,000,000 (included) ~30,000,000 (excluded )
$30,000,000 (included) ~50,000,000 (excluded )
$50,000,000 (included ) ~100,000,000 ( excluded )
$100,000,000 and above
Total 3 3
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(3) General Manager & Deputy General Manager’s Remuneration

Unit: NT$1,000/thousand shares

Ratio of Whether
| receive the
Bonus & Total( A,B,C,D)to net remuneration
Salary(A) Pension(B) Employee Bonus(D) i
Special Allowance(C) profit after tax from the
subsidiary
Title Name company
Companies Companies Companies hCompanIieds ind Companies
in the in the in the the consolidate in the
Company | consolidated | Company | consolidated | Company | consolidated Company financial report Company consolidated
financial financial financial financial
report report report Cash | Stock | Cash | Stock report
General Huang, \
0
Manager | Wen-Liang 0 0 0 0 0 0 0 0 0 0 0 0
Business
Department Yang,
General -
Manager Chi-Hsiang
Senior
ooputy St 4,603 4,603 239 239 12955 | 16573 | 10,254 10,254 4.01% 452% |  No
Ming-Che
Manager
Deputy
General Chang,
Manager Zhao-Ben

Note. Tsai, Shu-Kung (Associate) and Ho, She-Yu (Associate) were promoted as Deputy General Manager on January 2, 2019, and are not listed above.
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Remuneration Bracket

General & Deputy General Manager’s paid
remuneration bracket

General Manager & Deputy General Manager’s Name

Company

Companies in the consolidated financial report

Below $2,000,000

Huang, Wen-Liang $0/Su, Ming-Che

Huang, Wen-Liang $0/Su, Ming-Che

$2,000,000 (included) ~$5,000,000 (excluded)

Chang, Zhao-Ben

Chang, Zhao-Ben

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

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

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

Yang, Chi-Hsiang

Yang, Chi-Hsiang

$30,000,000 (included) ~50,000,000 (excluded)

$50,000,000 (included) ~100,000,000 (excluded )

$100,000,000 and above

Total
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Chart Two : Name of Manager distributing employee’s compensation

Unit: NT$1,000

Ratio of total
. amount to net
Title Name Stock Cash Total .
profit after
tax (%)
Huang,
General Manager | \yen-Liang 0 0 0 0
. . Wang,
Vice Chairman Hsin-Tien
Business Dept. Yang,
General Manager | Chi-Hsiang
Senior Deputy Su,
General Manager | Ming-Che
Deputy General Chang,
Manager Zhao-Ben
Associate/Deputy Tsai,
General Manager | Shu-Kung
Associate/Deputy Ho, She-Yu
General Manager
. Chuang,
Manager |Associate Wen-Shen
Associate T.C :?‘e
lan-z 0 17,659 17,659 2.52%
Associate Yang,
Fu-Shuan
Associate Lee, Wei-Yi
. Huang,
Associate Ming-Chi
. Lu,
Associate Vi-Chiang
. Ma
A i '
ssoclate Yuan-Jun
. Wang,
Associate Shan-Wen
. Chen,
Associate Jian-Shuan
Chief Financial Pan,
Officer Fong-Wen

Note. Tsai, Shu-Kung (Associate) and Ho, She-Yu (Associate) were promoted as Deputy General Manager on January 2,
2019, and are not listed above.
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IV. Compare and explain company’s and consolidated companies’ ratio of total remuneration,
paid to directors, supervisors, general managers, deputy general managers, to the net profit
after tax in the past two years. And, explain the correlation between remuneration policies,
standard, combination, setup procedure and business performance and future risks.

(1) The analysis of company’s and combined companies’ ratio of total remuneration, paid to
directors, supervisors, general managers, and deputy general managers, to net profit after tax.

Item

Title

Ratio of total remuneration to net profit after tax
(%)

2018

2017

Company

Companies in
the
consolidated
financial

report

Company

Companies in
the
consolidated

financial report

Ratio of
company’s
increase(dec
rease

(%)

Ratio of
companies
consolidated
financial
report\s’
increase(decr
ease)

(%)

Description

Director

4.77

5.27

412

5.05

15.78

4.36

Since 2018’s ratio after tax increased
from 2017, 2018’s total remuneration
of company and consolidated
companies increased from 2017, and
increased amount of total amount of
remuneration was higher than ratio
after tax, therefore, 2018’s company’s
and consolidated companies’ ratio of
total remuneration to the net after tax
has increased from 2017.

Supervisor

0.21

0.21

0.21

0.21

0.00

0.00

Since there was no difference between
2018’s total amount of remuneration of
company and consolidated companies
and 2017’s, there was no difference
between 2018’s ratio of total
remuneration of company and
consolidated companies to net profit
after tax and 2017’s.

General
Manager &
Deputy
General

Manager

4.01

4.52

3.60

4.54

11.39

(0.44)

Since 2018’s net profit after tax
increased from 2017, 2018’s
company’s total amount of
remuneration increased from 2017, and
increased amount of total remuneration
was higher than net profit after tax,
2018’s company’s ratio of total
remuneration to net profit after tax
increased from 2017. In addition,
2018’s consolidated companies’ total
amount of remuneration decreased
slightly from 2017, which resulted in
2018’s consolidated companies’ ratio
of total remuneration to the net profit
after tax slightly decreased from 2017.

(2) The remuneration policy is based on the scope of the position and the contribution to the

company’s operational objectives. In addition to company’s overall operational performance,

the procedure of setting up remuneration would be based on individual performance,

performance achievements, and contribution to the company, and shall be approved by the
hairman.
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Third. Corporate Governance Status

One. Implementation Status of the Board of Directors

In 2018, the board of directors has held 6 meetings (A). The directors and supervisors are listed as below:

No. of _
Actual | meetin Ratio of
no.of | gswith | actual no. of
Title Name (Note. 1) meetings | entrust meetings Remarks
attended ed attended
(B) attenda | (B/A) (Note 2)
nce
i Yoshin Investment
Chairman Corp Re-elected.
Rep: Huang, Wen-Liang 6 0 100 Re-elected on Jun 8, 2018
H Yoshin Investment
piredtor Corp Re-elected.
Rep: Yang, Chi-Hsiang 4 0 67 Re-elected on Jun 8, 2018
Re-elected.
i in_Ti 6 0 100
Director Wang, Hsin-Tien Re-elected on Jun 8, 2018
Re-elected.
i . 6 0 100
Director Chang, Zhao-Ben Re-elected on Jun 8, 2018
Direct H Mina-Chi 4 0 100 First elected.
rector uang, Ming-tAt Re-elected on Jun 8, 2018
Was elected.
i ing- 2 0 100
Director Su, Ming-Che Re-elected on Jun 8, 2018
Independent 6 0 100 Re-elected.
Director Yao, Rey Re-elected on Jun 8, 2018
Independent Re-elected.
DireEtor Chang, Chuan-Chang 4 0 80 Re-elected on Jun 8, 2018
Resigned on Aug 8, 2018
Re-elected.
i . 2 0 33
Supervisor | Huang, Shu-Hwa Re-elected on Jun 8, 2018
Re-elected.
i i . 4 0 67
Supervisor | Lin, Yen-Shan Re-elected on Jun 8, 2018
Re-elected.
Supervisor | Lin, Gin-Liang 3 0 50

Re-elected on Jun 8, 2018

Other notes :
I.  When the operation of the board of directors meets the following circumstances shall state
the date, period, proposal content, the opinion of all independent directors and company’s
handling to the opinions of independent directors:
(1) Listed matters on third of Article 14 of the Securities Exchange Law, see P.59 to P.62
(2) In addition to the items listed above, other boards’ resolutions of objections or reserved

opinions with record or written statement by independent directors: none, see P.59 to P.62.

Il. The implementation of director’s avoidance to the interest motion: The topic of recent board
meeting did not involve with the avoidance of directors’ interests.
Il.  Strengthen objectives of directors’ functions and assessment of implementation situation in
current year and recent years: In October 2016, the company passed the amendments to the
provisions of “Rules of the Board of Directors”, which established effectively directors’
govern system and supervision function, and strengthened management functions.

Note 1. Where the directors, supervisors are legal person, the name of the shareholder and its representative shall
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be disclosed.

Note 2.(1)Any director’s supervisor resign before the end of the year, the date of resignation should be indicated
in the remarks column. The ratio of actual attendance is calculated based on the number of board
meetings during their employment and their actual number of attendances.

(2)Before the end of the year, for any re-elected director, supervisor, new and old name of director and
supervisor should be listed and indicated in the remarks column as old, new, re-elected or re-election
date. The radio of actual attendance is calculated based on the number of board meetings during their

employment and their actual number of attendances.

Two. Implementation Status of Audit Committee or Supervisor’s Attendance of Board of
Directors

1. Implementation status information of audit committee: The company does not have an
audit committee, therefore the rule does not apply.

2. Implementation status of supervisor’s attendance of board of directors.

In 2018, the board of directors has held 6 meetings(A). The attendance is as below:

Ratio of actual
Actual no. of no. of meetings
Title Name meetings ' ded (B/ f\ Remarks
attended (B) attended (B/A)
(Note)
Supervisor | Huang, Shu-Hwa 2 33 Re-elected.
Re-elected on Jun 8, 2018
Supervisor | Lin, Yen-Shan 4 67 Re-elected.
Re-elected on Jun 8, 2018
Supervisor | Lin, Gin-Liang 3 50 Re-elected.
Re-elected on Jun 8, 2018

Other Notes :
I.  The composition and duties of the supervisor:

(1) The communication between supervisors and employees and among shareholders (such
as channels, methods): If necessary, supervisors could communicate with employees and
shareholders by telephone, emails and etc.

(2) The communication among supervisors, internal audit supervisors, and accountants
(should include company’s finance, significant events, methods, and results of business
conditions): The company’s audit supervisor should provide audit report to supervisors
regularly. The accountants should also provide relevant information to the supervisors
for reference if necessary. Besides, supervisors may also communicate with audit
supervisors or accountants any time if necessary.

I.  If supervisors have stated opinions in the meeting of board of directors, they should state
the date, period, proposal content, resolution of the board of directors, and company’s

handlings to the supervisors’ opinions: None.

Note.1. (1) Any director’s supervisor resigns before the end of the year, the date of resignation should be
indicated in the remarks column. The ratio of actual attendance is calculated based on the number of

board meetings during their employment and their actual number of attendances.
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(2) Before the end of the year, for any re-elected director, supervisor, new and old name of director and

supervisor should be listed and indicated in the remarks column as old, new, re-elected or re-election

date. The radio of actual attendance is calculated based on the number of board meetings during their

employment and their actual number of attendances.

Three. Corporate Governance Status and Deviations from “the Corporate Governance
Best-Practice Principles for TWSE/TPEx Listed Companies” and Reasons

Evaluation Item

Governance Status

Deviations from “the
Corporate

Governance
Best-Practice
Principles for

Yes|No Abstract Illustration TWSE/TPEX Listed
Companies” and
Reasons
1. Does the company stipulate and expose V |Although the company has not The company is in
public code of practice for governance stipulated ” the Principles for gt]iepﬁlr:t(i:ﬁzstﬁ];
based on “the Corporate Governance TWSE/TPEx listed companies”, most of principles for
Best-Practice Principles for the operation are implemented based on |TWSE/TPEX listed
TWSE/TPEX™? the principles and established specific ~ [companies.
and detailed regulations based on the
content of Corporate Governance Best
Practice Principles. “Codes of Ethical
Conduct” has been passed at the 2010’s
annual shareholder’s meeting. The
methods of “Management of preventing
insider trading” and “Management of
related parties’ transactions” were
passed by the board of directors, its
content is consistent with the spirt of
corporate governance. The company has
followed indeed.
II. Company’s shareholding structure and
shareholders’ equity
1. Does the company have internal \% 1. The company has assigned a person |The company has
operating procedures handling responsible for matters of stock practiced “’the
shareholders’ suggestions, doubts, affairs. Corporate
disputes and litigation matters and 2. Only when the shareholders’ Governance
implement those according to the meeting and ex-rights, the list of Best-Practice
procedures? major shareholders could be Principles for
2. Does the company have the list of main |V obtained while stopping ownership |TWSE/TPEXx Listed
shareholders controlling the company transferred. Companies”. No
and final controller of main 3. The company and its related deviation is found.
shareholders? companies have no capital loans,
3. Does the company establish, execute |V endorsement guarantees and
risk control and firewall mechanism invoicing in large volume.
with related companies? 4. The company has established
4. Does the company have internal \ “Management of preventing insider

regulation to prevent insiders from

trading” as the principles of
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Evaluation ltem

Governance Status

Deviations from “the
Corporate
Governance
Best-Practice
Principles for

Yes|No Abstract Illustration TWSE/TPEX Listed
Companies” and
Reasons
using the undisclosed information on directors, supervisors, managers,
the market to buy and sell securities? and employees. It is stated that the
directors, supervisors, managers,
and employees are subject to the
laws, regulations, and orders
including insider trading.
I1l.  The composition and duties of
the directors _ The company has
1. Does the board of directors formulate Y 1. The company’s directors have practiced” the
diversified approach and practice different specialties in various fields, |corporate
implementation based on the which are the benefits to the Governance
composition of the members? development and operation of the  |gest-Practice
company. Principles for
2. Does the company establish other v 2. Except stipulating the remuneration |T\WSE/TPEx Listed
functional committees besides committee, corporate governance is |Companies”.
remuneration committee and audit the responsibility of each
committee? department. There are no other
functional committees are
established and will be under
consideration according to the
business operation in the future.
3. Does the company establish appraisal V' |3. The company will review the
method and assessment method for effectiveness of the last meeting of
board of directors and evaluation board of director, and will improve
performance regularly every year? the degree of corporate governance
gradually. However, no official
board of directors’ performance
appraisal method and assessment
method are stipulated yet, which will
be under consideration based on the
business operation in the future.
4. Does the company assess the \ 4. The company’s CPA is hired
independence of CPA regularly? according to the regulation.
V1. Does the listed company designate a \VJ The company has assigned a person

full-time(part-time) unit or person for
corporate governance matters (including
but not limited to providing information
required by directors, supervisors for
conducting business, handing board of
directors’ meeting and shareholders’
meeting, handling company registration
and change registration, produce reports
for board of directors’ meeting and

responsible for the corporate
governance.
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Evaluation ltem

Governance Status

Deviations from “the
Corporate
Governance
Best-Practice
Principles for

Yes|No Abstract Illustration TWSE/TPEX Listed
Companies” and
Reasons
shareholders’ meeting)?

IVV. Does the company establish Vv The company has a spokesperson and an |The communication
communication channel with acting spokesperson as the company’s  [channel is smooth.
interested parties (including but not communication channel. No deviation is
limited to shareholders, employees, found.
suppliers, etc.), and set up interested
parties’ zone on the website and
response to interested parties
concerned important issues of
corporate social responsibility?

VI. Does company appoint a Vv The company has appointed a The company has
professional stock agent to handle professional stock agent- KGI Securities [implemented “the
shareholders’ business? Co. Ltd as the agent to handle various  |Corporate

stock matters of the company. Governance
Best-Practice
Principles for
TWSE/TPEX Listed
Companies”.
No deviation is
found.

VII. Information Disclosure

1. The company has set up The company
1. Does the company set up website to Chinese(traditional/simplified), discloses
disclose financial and corporate English website: information
governance information? http://www.sporton.com.tw according to the
to provide financial, business regulation. No
operating information. deviation is found.
2. Does the company adopt other v 2. The company will hold legal person

information disclosure methods (such
as setting up English website, assign a
person responsible for collecting
company’s information and disclosure,
implement spokesperson system, legal
person briefing process post on the
website)?

briefing meeting according to the
requirement, and post information on
the company’s website and announce
in the publish site designated by the
authority.

3. About corporate governance
information disclosure, the company
has published important information,
financial situation, shareholders’
meetings and dividends distribution,
internal audit organization and
operation, important regulations and
internal regulations, and previous
board of directors’ meeting reports on

the company’s website for investors’
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http://www.sporton.com.tw/

Deviations from “the
Corporate
Governance
Best-Practice
Principles for
TWSE/TPEX Listed
Companies” and
Reasons

Governance Status

Evaluation ltem
Yes| No Abstract Illustration

reference.

4. The company has set up Chinese,
English website and assigned
personnel in charge of collecting
information, disclosing important
matters of the company, and make a
unified speech by spokesperson. In
addition, they will post legal person
briefing process recording or video
on the website for the inquiry for
anyone.

VII1. Does the company have any other important information to help to understand corporate governance?
(including but not limited to employee’s rights, employee care, investor relations, supplier relationships, rights of
interested parties, training of directors and supervisors, risk management and implementation of risk measurement,
implementation of customer policy, purchasing liability insurance for directors and supervisors, etc.):

1. Employee’s rights: Provide employees’ legal rights according to Labor Standards Act.

2. Employee care: In addition to the establishment of Employee welfare committee and pension system, employees are
encouraged to participate various training courses and technical seminars both domestic and
internationally. Plan for employee group insurance and arrange regular health checkup.

3. Investors’ relation: The company assigned personnel to handle investors’ relation affairs. The company’s website also

provide company’s information to the investors.

4. Suppliers relationship: The company builds up a smooth communication channel with suppliers and maintains good

relationship.

5. Rights of interested parties: The interested parties must communicate with the company and make suggestions to protect

their legal rights.

6.Training of directors and supervisors:
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Deviations from “the
Corporate
Governance
Best-Practice
Principles for

Governance Status

Evaluation ltem

Yes|No Abstract Illustration TWSE/TPEX Listed
Companies” and
Reasons
Tit N Traini Training Date o ) c
e ame n rganizer ourse
Hoﬂrs Start End g
Wang,
Hsin-Tien
Yang,
Chi-Hsiang
Chang,
Director Zhao-Ben 0 No No
Huang,
Ming-Chi
Su, Ming-Che
Chang,
Chuan-Chang
) Huang Taiwan Institute of Izr?sltﬁtlglcvn\;an
Director | \yen.Ljang | 3H | 107/07/03 | 107/07/03 | Directors Directors annual
meeting
How to review
financial reports
s for directors and
ecurities & Future i i
3H | 2018/10/03 | 2018/10/03 | nstitute Supervisors with
no accounting
background
Independe
nt Yao, Rey Explore director’s
. . and supervisor’s
Director 3H | 2018/11/22 | 2018/11/22 Isect‘_’t”;'es &Future | rosponsibility for
nstitute failing financial
report by
corporate
financial
statement fraud
cases
. Huang,
Supervisor Shu-Hwa 0 No No
: Lin, No No
Supervisor ven-Shan 0
; Lin, No No
Supervisor Gin-Liang 0

7. Risk management policies and implementation of risk measurement: Stipulating various internal regulations and conduct
various risk management and assessment.
8. Implementation of customer policy: The company maintains good and steady relationship with customers to create
profits.
9. Purchasing liability insurance for directors and supervisors: The company does not purchase liability insurance for
directors and supervisors.
10. The manager’s training status on corporate governance education:

Tit N Traini Training Date — c
e ame n rganizer ourse
HO?” Start End g
. Accountin Advance study for
Chief Pan, Research a%d principal accounting
Financial | Fong-We | 12H 107/11/22 107/11/23 Devel officers of issuers,
Officer n evelopment securities firms, and
Foundation securities exchange

The company has proved the improvement according to the recent published corporate governance review by
Taiwan Stock Exchange Corporate Governance Center Priority strengthen items and measures are provided in
response to the unimproved items. The company will prepare English version of 2019 shareholders’ meeting
manual and 2018 annual report.
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Four. If the company has set up remuneration committee, the composition, responsibilities and

operation of the company shall be disclosed:
1. Member information of remuneration committee

Whether having over 5 years working . .
. . . Compliance with independent status
experiences and professional qualification (Note 2)
ondition listed below No. of
Lecturer of Certified or Working serving as
public or licensed experie other
private professional nce .
college and | technical personnel | require public
Identity university of|  in the field of in the offering |R€
the Judge, prosecutor, field of company’ |,
(Note 1) departments | lawyer, accountant, |  busines s ks
in the field | or other corporate | s,legal,| 1 | 2 | 3 |4 | 5|6 |7 |8
of business, business finance, remunerat
legal, account ion
finance, ing or committe
accounting corpora e
Name or corporate te
business busines
S
Independent |Yao, Rey v v Vi iv | v v v | v | v | Vv 0
Director
Others C_hen, v v vivi iviiv|iv| iv]|v|vVv
Tian-Lun
Others Wu, Ta-Ren v v vi iv | ivi iv iv|v | v |6V 0

Note 1. Column “Identity” shall be filled as director, independent director or others.
Note 2. Each member who meets the following conditions 2 years before being elected and during his tenure, please mark
“v”” under the condition.

)
@

Not the employee of the company or related company
Not the director, supervisor of the company or related company (however, he who is the independent director of the

company, headquarter, subsidiary in accordance with the local laws is not limited).

®)

issued shares, or as the Top 10 shareholders of the company.

(4)
®)

supervisors, employees as Top 5 shareholders of the company.

(6)

than 5% of company’s shares.

U]

Not himself or his spouse, minor children or other people’s name with holding more than 1% of company’s total

Those whose spouse, secondary relatives or direct blood relatives not included from the listed as 1~3.
Directors, supervisors, employees not directly holding more than 5% of company’s total shares, or directors,

Directors, supervisors, managers not having financial or business relationship with, or shareholders holding more

Not the professionals, sole proprietorship, partners, enterprise, or institutional business owners, directors, supervisors,

managers, spouse who provide business, legal, financial, accounting, consulting business for the company or related

company.
Not meeting one of the provisions in Article 30 of Company Act.

@)

2. The remuneration committee operational status information

I. The company’s remuneration committee has 3 members.

I1. Term of current member: 2018/06/08~2021/06/07
There were 2 meetings held by remuneration committee in recent fiscal year (A).

Qualification and attendance of members are listed below:

No. of actual Ratio of
Title Name attendance attendance Remarks
(B) (B/A)
2018/06/08 Appointed by
Chang, board of directors
Convener | ) “n-Chang 0 0 2018/08/07 Effective on
resignation
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Convener/me

2018/06/08 Appointed by

mber Yao, Rey 100 board of directors
Chen, 2018/06/08 Appointed by

Member Tian-Lun 100 board of directors
Member Wu. Ta-Ren 100 2018/10/24 Appointed by

board of directors

Other notes:

. If board of directors do not adopt or amend remuneration committee’s recommendations, it shall

state the date, period, proposal content, resolution of board of directors and company’s handling

to the opinion of remuneration committee: no such condition is applied.

Il. For any resolution of the remuneration committee, if members have objection or reserved

opinion with record or written statement, it shall state the date, period, proposal content, all

members’ opinion and handlings of members’ opinion: no such condition is applied.
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Five. Fulfillment of social responsibilities (The company’s system, measurement and fulfillment of
environmental protection, community participation, social contribution, social services,
social welfare, consumer rights, human rights, safety and health, and other social
responsibility activities) :

Assessment Item

Operating Status

Deviations from “the
Corporate social
responsibilities

practical principles for
TWSE/TPEX Listed

complaints mechanism and channel and
handle properly?

maintains good relationship with employees.

Yes | No Abstract Illustration C P
ompanies” and
reasons
1. Implementing corporate
Governance
1. Does the company stipulate corporate V |1. The company has not yet stipulated corporate social |The company is
social responsibilities policy or responsibilities policy, but is implementing actively |planning to stipulate
system and review the corporate social responsibilities to meet the corporate social
implementation effectiveness? \ environmental balance, social and international trend [responsibilities
2. Does the company hold social of corporate governance development in the business|policy and
responsibilities education training operation. responsible
regularly? 2. The company promotes corporate business full(part-time)
3. Does the company set up promoting \ philosophy and encourages employees’ participation [units.
corporate social responsibilities of public service activities through various internal
responsible full (part-time) units and trainings.
organized by board of directors 3. The company has not yet stipulated corporate social
authorized high-level management, responsibilities responsible full (part-time) units.
and report the progress to the board
of directors?
4. Does the company set up reasonable |V 4. The company has stipulated working rules and salary
salary compensation policy, and adjustment regulation, which clearly standardizes
combine employee’s performance compensation and punishment policies and combines
appraisal system and corporate social employee’s performance appraisal system and
responsibilities policies, and corporate social responsibilities policies.
establishes effective reward and
punishment system?
I1. Developing sustainable
environment \Y% The company is
1. Does the company committed to The company is conducting testing and certification of {implementing
improve the efficiency of usage of each electromagnetic compatibility and safety regulations for|operations based on”
resource and to use recycled materials electronic and electrical products. All the equipment are|the corporate social
having low impact on the environment? measurement instruments, anechoic chamber, receiving|responsibilities
2. Does the company establish a suitable |/ antennas, personal computers, etc. The company is not|practical principles for
environmental managing system based conducting manufacturing operation, which has no major| TWSE/TPEX Listed
on its industrial characteristics? pollution and is not affected by EU (ROHS). Companies|” without
3. Does the company pay attention to the |y deviation.
impact of climate change on
operational activities, and execute
greenhouse gas check, set up corporate
energy conservation and carbon
reduction and greenhouse gas reduction
strategies?
I1l.  Maintain social welfare
1. Does the company stipulate related \Y 1.The company protects employees’ legal rights and The company is
management policy and procedure interests based on Labor Standards Act and related implementing mostly
according to regulations and personnel regulations. based on” the
International Bill of Human Rights? corporate social
2. Does the company establish employee |v 2.The company has smooth communication channel and [responsibilities

practical principles for
TWSE/TPEX Listed

Companies”

52




Assessment Item

Operating Status

Deviations from “the
Corporate social
responsibilities practical
principles for

Yes | No Abstract Illustration TWSE/TPEX Listed
Companies” and reasons
3. The company provides safety and health working| Vv 3.The company established employee welfare
environment for employees and provide safety committee, implement pension system, and
and health education regularly? encourages employees’ participation various trainings
4. Does the company establish regular V4 and technical seminars domestic and internationally.
communication mechanism with employees and Besides, the company also plan for employee group
notify employees reasonably the possible insurance, check fire-fighting equipment regularly and
significant impact caused by the operational arrange health checkup regularly.
changes? 4.The company has smooth communication channel
5. Does the company establish effective career \% and maintain good relationship with employees.
development training program for the 5.The company has stipulated “Employee education
employees? training method” and provides training courses
6. Does the company stipulate consumers rights and v according to duties and professional requirements to
interest’s protection policies and complaint promote employees’ qualities and business
procedure in accordance with R&D, purchase, performance.
production, processing and service process? 6. The company has set up 0800 free customer
7. Does the company comply with related v satisfaction line. In addition to handle related matters
regulations and international standards for by designated customer service department, the
products and services’ marketing and labelling? company will phone customers irregularly to
8. Does the company evaluate suppliers’ past understand customers complaints and satisfaction
records of impact on environment and society survey.
before the business with the suppliers? 7. The company provides customer testing service
9. Does the company include the terminating or v based on national testing regulations and achieves the
releasing terms in the contract upon the suppliers guarantee of Sporton global testing access.
involve in or violates corporate social 8. The company would evaluate main suppliers’ past
responsibilities policies and have significant record of significant pollution or failed on obeying
impact on the environment and society when social responsibilities before the business with main
signing the contract with the suppliers? suppliers.
9. The company’s purchasing contract with major
suppliers has stipulated that if the suppliers involve
or violate its corporate social responsibilities policies
and have significant impact on environment and
society, the company will stop the business
relationship with the suppliers.
IV.  Strengthen information disclosure The company is
\Y% The company has disclosed related information on implementing

1.Does the company disclose related and reliable
information of corporate social responsibilities on its
website or public information sites?

official website, public information sites and annual
report.

operations based on” the
corporate social
responsibilities practical
principles for
TWSE/TPEX Listed
Companies|” without
deviation.

V.

If the company has stipulate its corporate social responsibilities policies based on “the Corporate Social

responsibilities Practical Principles for TWSE/TPEx Listed Companies”, please states its deviation of operation and policies: The company
has implemented mostly based on “the Corporate Social Responsibilities Practical Principles for TWSE/TPEx Listed Companies”.

VI. Other important information that helps to understand corporate social responsibilities operation (such as company’s system, measurement and

fulfillment of environmental protection, community participation, social contribution, social services, social welfare, consumer rights, human

rights, safety and health, and other social responsibility activities):

1. Environmental protection: Stated on P.108 of annual report.

2. Community participation, social contribution, social services, social welfare: Stated on P.111~112 of annual report.

3. Consumer rights: The company has set up dedicated line to value the importance of consumer rights.

4. Safety and health and other social responsibilities or activities: Stated on P.111~112 of annual report.

VII. If the company passes the certification standard from related certification institution for its report of corporate social responsibilities, it shall be

stated: None.

Six. The fulfillment of integrity management of the company and adopting measurement:
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Assessment Item

Operating Status

Yes

Abstract Illustration

Deviations from “the
Corporate social
responsibilities
practical principles for
TWSE/TPEX Listed
Companies” and
reasons

Stipulating up integrity management and
program

Does the company specify clearly the policies
and methods of integrity management on its
articles and public documents and the board of
directors and management level commit active
implementation of the business policy?
Does the company set up the plan of dishonesty
prevention and specify processing procedure,
behavioral guidelines, disciplinary and
grievance system for violations, and implement
them?
Does the company adopt preventive
measurement for the 2™ list of Article 7 of “the
Code of Integrity for TWSE/TPEX Listed
Companies” or other business activities with
higher risk of dishonesty?

The company has stipulated “Code of
Integrity” and is in charged by
financial department for the
management and its supervised
execution of prevention.

The company has
implemented mostly
based on the code of
integrity.

1.
1.

Implement business integrity
Does the company evaluate integrity record of
business partners and specify the integrity act
terms on the contract?
Does the company set up designated units of
promoting corporate integrity under board of
directors and report its implementation to the
board of directors regularly?
Does the company stipulate the policy of interest
conflict prevention, provide proper declare
channel and implement them?
Does the company establish accounting system,
internal control system for implementing
corporate integrity, and perform regular checkup
by internal auditing department or authorized
accountants?
Does the company hold educational training
regularly of internal and external business

integrity?

v

The company’s “Code of Integrity”
has passed by the board of directors
and implemented based on its
regulations.

The company has
implemented mostly
based on the code of
integrity.

III. Company’s operation of reporting system

1.

Does the company set up solid reporting and
reward system, and establish convenient
reporting channel, and assign specialties to
handle the reported parties?

Does the company stipulate the investing
standard processing procedure and accepting
report matters and related confidential
mechanism?

Does the company adopt the measurement of
protecting the reporter from improper disposal
because of reporting?

The company sets up complaint
procedure for illegal behavior for
employees and assigned specified
units for handling matters according to
the regulations. The company’s
employees hold the responsibilities of
parties confidential for reporting
matters for illegal behaviors. In the
prosecution process, the company
would protect reporters from improper
disposal and unfair treatment.

The company has
implemented based on
the code of integrity
without deviation.

IV. Strengthen information disclosure

1.

Does the company disclose its code of integrity
content and promote its effectiveness on its
website and public information sites?

v

The company stipulate “code of
integrity” and post on its official
website and public information sites.

The company has
implemented mostly
based on the code of
integrity without
deviation.

V. If the company has stipulated its code of integrity based on “the Corporate social responsibilities practical principles for
TWSE/TPEx Listed Companies”, please states its deviation of operation and policies: None.

V1. Other important information that helps to understand the company’s corporate integrity (such as review of its code of integrity):
None.
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Seven. If the company stipulates corporate governance and related regulations, it shall disclose
the inquiry method:

1. The company’s “Codes of Ethical Conduct” has passed in shareholders’ annual meeting in

2010. The info was posted on the company’s official website, which is to help to contribute
directors’ and managers’ behaviors to meet the ethics standards and make the interest
parties understand company’s ethics standards. Please see the website:

http://www.sporton.com.tw/page.aspx?uid=233
2. Regarding the promotion of insider’s equity transaction, in addition to promote regularly,
the company will post promotional materials of the authorities on the website for internal
reference.
3. The company’s “Code of Integrity” has pass by the board of directors on May 22, 2015, and
was posted on the website publicly. Please see the website:
http://www.sporton.com.tw/page.aspx?uid=233

Eight. Other important information to help to understand corporate governance status shall be
disclosed as well:

1. Company internal major information processing procedures

The company stipulated “Management of preventing insider trading” as the following
guidelines of directors, supervisors, managers, and employees, which specifies insiders
trading law, regulation and order that directors, supervisors, managers, and employees
shall follow.

2. For the company’s “Rules of Procedure for Shareholders Meetings”, “Rules of
Procedures for Board of Directors”, and “Procedures for Election of Directors and
Supervisors”, please see the website: http://www.sporton.com.tw/page.aspx?uid=233

3. For other details, please refer to Chapter Third, Three. Corporate Governance Status- 8.
Other important information that helps to understand corporate governance status.
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(9) Implementation of internal control system
i .Internal Control Statement
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Sporton International Inc.
Statement of Internal Control System
Date: February 20,2019

The internal control system in our company in 2018, according to the result of self-assessment is

stated as follows:

The company acknowledges that the establishment, implementation, and maintenance of the
internal control system are the responsibility of the Board of Directors and managers. The
company has established this system. The internal control system is aimed to reasonably assure
that the goals such as operations effectiveness and efficiency(including profitability, performance
and protection of assets), the reliability, timeliness, transparency and the compliance of relevant
regulation and ordinance are achieved.

The internal system has its innate restriction. An effective internal control system can only assure
the three goals as mentioned above are achieved no matter how perfectly it is designed. Besides,
the effectiveness of internal control system might be changed due to the change of environments
and circumstances. However, the internal control system of the company has self-monitoring
function. The company will take action to correct the mistake immediately once it is identified.
The company judges whether the design and execution of internal control system are effective
according to the judgment item of the effectiveness of internal control system in “ Standards for
Publicly Held Companies to Internal Control Systems”(hereinafter referred to as the Standards).
The judgment items of internal control system adopted by the Standards divide the internal
control system into five elements according to the process of management control: 1. Control
environment, 2. Risk assessment, 3. Control Operation, 4. Information and Communication, 5.
Supervisory Operation. Each element also includes a certain number of items. The foregoing
items please refer to the regulations of the Standards.

The company has adopted the judgment items of internal control system as mentioned above to
assess the effectiveness of the design and execution of internal control system.

Based on the antecedent result of assessment, the company believes that the internal control
system(including the supervisory and control of the subsidiaries)on December 31, 2018%can
reasonably assure the achievement of goals, including understanding achievement level of the
effectiveness and efficiency, the report is reliable, timely and transparent and comply with the
relevant regulation and ordinance, and whether the design and execution of internal control
system are effective.

This statement will be the primary content of the company’s annual report and prospectus and
will be disclose to the public. If the contents that be disclose are illegal, such as falsehood and
concealment, it will involve in legal liability, such as Article 20, 32, 171, and 174 of Securities
and Exchange Law.

This statement has been approved by the Board of Directors on February 20,2019. There are zero
in six directors in presence reject the statement and the others all agree with the content of the
statement.

Sporton International Inc.
Chairman:Sign

General Manager:Sign
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Remark 1:If the design and execution of the internal control system of public company
have significant deficiency in the year, it should be listed in the statement of the internal
control system. Section No.4 and its following section are the additional items that
enumerate and illustrate the actions taken before the date of assets liabilities and situation
for the significant deficiency found in self-testing.

Remark 2: The date of the statement is the end date of fiscal year.

ii .If there are accountants commissioned to audit the internal control system, the
accountant’s audit report should be disclose: N/A

(10) The company and its employees are punished in accordance with the law. The
company’s punishments, major deficiency, and improvement to the employees
who disobey the regulations of the internal control system in the year and as of
the date of publication of annual report: Nil

(11) Important resolution of the shareholder’s meeting and the Board of Directors in
the year and as of the date of publication of annual report:

Shareholder’s meeting

Date

Resolution

Status of implementation

June 8,
2018

1. Acknowledgement of the
company’s annual business
report and financial report in
2017.

Resolution approved

2.Acknowledge of the program
of profit distribution in 2017
(NT$6.1for cash dividend per
share and NT$0.1 for stock
dividend per share)

Resolution approved

3.The conduction of increasing
earning for issuing new shares in
2017

The resolution has been executed in accordance
with the resolution of the Board of Directors,
authorized by Financial Supervisory
Commission, Executive Yuan on June 29, 2018,
and been authorized to change and register by
N0.10701097110 on August 8, 2018.

Standard ex-dividend date: July 25, 2018
Payment date of cash dividend: August 8, 2018
Payment date of stock dividend: August 15, 2018

4.Complete re-election of seven
Directors(including two

Independent Directors) and

Elected List:
Directors: Yoshin Investment Corp.

Representative: : Huang, Wen-Liang
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three Supervisors
Yang, Chi-Hsiang

Wang, Hsin-Tien
Chang, Zhao-Ben
Huang, Ming-Chi

Yoshin Investment Corp.Representative :

Independent Directors : Yao, Rey

Huang, Shu-Hwa

Supervisors : Huang, Shu-Hwa ~ Lin
Yen-Shan ~ Lin, Gin-Liang

5. Deregulation of competition
prohibition for Directors
(including Independent
Directors) and its
representatives

resolution

It has been followed by the result of the

Board of Directors Meetings

Event Independent
Broad of listed in  |Directors’
Directors 814-3 Of |objection or

: Resolution content and subsequent handling theSecuriti | reserved

Meetings es opinion

Exchange

Law
The 17" 1.The proposal of the unappropriated earnings of the

meeting of the
7" Board of

Directors

February 2
2018

re-invested subsidiaries before 2013, which was not allowed
to remit to the company

2.The proposal of contribution and distribution of the bonus
to employees, directors and supervisors in 2017

3.The proposal of the company’s individual and
consolidated financial statements and accountant’s draft
audit report in 2017

4.The proposal of the “Statement of internal control system”
in 2017

5.Complete re-election of seven Directors( including two
Independent Directors) and three Supervisors

6. Deregulation of competition prohibition for Directors

(including Independent Directors) and its representatives

7.Draw up arrangement of the Annual General Meeting,
such as time, locations and the reasons for gathering in
2018

8.Draw up the shareholder’s proposals, time, and places

handled by the Annual General Meeting in 2018

Opinions of the Independent Directors: Nil

The handling of the company for the opinion of the Independent Directors: Nil

Result of the resolution: All the Directors in present agreed with the approval

The 18" of

1. The proposal of the company’s consolidated financial

\%
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The 7" Broad
of Directors

statements and accountant’s audit report in the first
quarter of 2018 and 2017.

2.The proposal of the company’s business report in 2017

Meetings, - —
) 3. The proposal of the retained earnings in 2017
April 23,
2018 4.The proposal of increasing earning for issuing new shares \Y/
5.The right to propose to auditing shareholders
6.The proposal of auditing the candidate lists of the Broad
of Chairman, Independent Directors and Supervisor.
7.Draw uparrangement of the Annual General Meeting,
such as time, locations and the additional reasonsfor
gathering in 2018
Opinion of Independents Directors: Nil
The handling of the company for the opinion of the Independent Directors: Nil
Result of the resolution: All the Directors in present agreed with the approval
The 1st of [1.The proposal of electing the Chairman
h
The 8" Board o, The proposal of appointing the Compensation Committee
of Directors |3 The Application of the swap line of derivatives of
Meetings, The Shanghai Commercial & Savings Bank, Ltd.Sung-Chiang
June 8, 2018 2raneh : .
Opinions of the Independent Directors: Nil
The handling of the company for the opinion of the Independent Directors: Nil
Result of the resolution: All the Directors in present agreed with the approval
The 2™ of [1.Draw up the date of the standard dividend date and
The g standard offering date
2.The application of the short-term line of credit of Taiwan
Boardof Cooperative Bank Co., Ltd.Xizhi Branch
Directors Opinions of the Independent Directors: Nil
Meetings, The handling of the company for the opinion of the Independent Directors: Nil
July 4, 2018
Y Result of the resolution: All the Directors in present agreed with the approval
The 3rd of |1.The draft report of the company’s consolidated financial
The at" statements and accountant’s audit report in the second V
quarter of 2018 and 2017.
Boardof Opinions of the Independent Directors: Nil
Directors : — - -
Metings, The handling of the company for the opinion of the Independent Directors: Nil
July 25, 2018[Result of the resolution: All the Directors in present agreed with the approval
The 4th of |1.The draft re({)ort of the comp;ny’s coqsoli};iatiq (flinancial y
th statements and accountant’s audit report in the third quarter
The 87Broad |y 5018 and 2017.
Of DIrectors b pjan to pass the audit project in 2019
Meetings, 3.Amendment of Regulations Governing Domestic Trip
October 24, 4.Amendment of Regulations Governing Overseas Trip
2018

5.The proposal of re-appoint one member of the
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remuneration committee

Opinions of the Independent Directors: Nil

The handling of the company for the opinion of the Independent Directors: Nil

Result of the resolution: All the Directors in present agreed with the approval

The 5th of
The 8" Broad

of Directors

Meetings,
February 20,
2019

1. The proposal of the unappropriated earnings of the
re-invested subsidiaries in 2014 and 2015, which are not|
allowed to remit to the company

2. The proposal of contribution and distribution of the
bonus to employees, directors and supervisors in 2018

3. The proposal of change the accountant audit the financial
report to coordinate with the internal rotation of Deloitte
&Touche

4.The proposal of the company’s individual and
consolidated financial statements and accountant’s draft
audit report in 2018

5. The proposal of the “Statement of internal control
system” in 2018

6. Amendment of “Procedures for Acquisition and Disposal
of Assets”

7. The proposal of re-electing one independent director in
the company

3. Draw up arrangement of the Annual General Meeting,
such as time, locations and the reasons for gathering in
2019 -

9.Draw up the shareholder’s nominations, proposals, time,

and places handled by the Annual General Meeting in 2019

Opinions of the Independent Directors: Nil

The handling of the company for the opinion of the Independent Directors: Nil

Result of the resolution: All the Directors in present agreed with the approval

The 6th of
The 8" Broad
of Directors
Meetings,

May 2, 2019

1.The draft report of the company’s consolidated financial

statements and accountant’s audit report in the first quarter]
of 2019 and 2018.

\%

2. The proposal of the company’s business report in 2018

3. The proposal of the company’s retained earnings in 2018

4. Amendment of “Operating Procedures for Loans to
Others”

5. Amendment of "Endorsement Guarantee Procedures”

6. The right to propose to auditing shareholders

7. The proposal of auditing the candidate lists off

Independent Directors

8.Draw up the arrangement of the Annual General Meeting,
such as the additional reasons for gathering in 2019

9.Draw up “Standard Operating Procedures of Handling the

Requirements of Directors”
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10. The proposal of investment of 5G equipments

Opinions of the Independent Directors: Nil

The handling of the company for the opinion of the Independent Directors: Nil

Result of the resolution: All the Directors in present agreed with the approval

(12) The Directors or Supervisors have different opinions about the significant
resolutions approved by the Board of Directors and have records or written
statement in the Past Year and as ofthe Date of Publication of the Annual
Report. The main contents: Nil

(13) Summary for the situation that people related to the financial report (including

Chairman, General Managers, accounting executives, financial executives, internal

auditing executives and R&D executives) resign and discharge in the Past Year and as

of the Date of Publication of the Annual Report: Nil
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4.Accountant Fees

Accounting firm CPA name Audit period Remark
Deloitte &Touche Wu Ker Chang, Yeh
Shu Chuan, and so 2018.1.1-2018.12.31
on

Amounts Expressed in Thousands of New Taiwan Dollars

Fee Item .
Non-audit fee

Audit fee System | Business HR

design | registration

Tier Others

Subtotal

Lower than$2,000 162

162

$2,000(inclusive) - $4,000 Vv

within $4,000(inclusive)
-$6,000

4 | within $6,000(inclusive) -
$8,000

5 | within $8,000(inclusive)
-$10,000

6 | $10,0000r more

(1) A paymentof Non-audit fee for CPA,CPA firm, and other affiliates aremore than one-fourth of

audit fee: Nil

(2) A change of the accounting firm, and the audit fee in the year of the change is lower than that in

the previous year: Nil
(3) The audit fee is reduced by more than 15% over than in the previous year: Nil

5.Change of Accountants:

(1) About the former accountant

Date of Change February 20, 2019 approved by the Board of Directors

Due to the internal rotation of Deloitte & Touche in 2018,the
original accountants Hong-Bin Yu and Ming-Yu Chu were
changed to Harrison Wu

Reason for the change and
explanation

Explain whether it was arty ]
Accountant Appointer

due to the appointer’s or ] )
PP Situation
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the last two years and the
reasons

accountant’s termination | Proactive termination
. N/A N/A
or the accountant’s of appointment
declination of the Non-acceptance of
appointment (continued) N/A N/A
appointment
Issuance of reports with
opinions other than
unreserved opinions in None.

Principle or practice of accounting

Disclosure of financial report

Is there any disagreement

Range or step of audit

Article 10.6 (1-4) to (1-7)
of the Guidelines)

_ _ Yes
with the issuer? Others
No \4
Note:None
Other disclosure (those to
be disclosed according to None

(2) About the succeeding accountant

Name of the firm

Deloitte &Touche

Name of the accountant

Harrison Wu % 3 & 4§

Date of appointment

February 20, 2019 approved by the Board of Directors

Pre-commissioning of accounting
methods or accounting principles for
specific transactions, and possible
consultations of opinions and results

None

Written opinion of the succeeding
accountant concerning the difference
in opinions from the former

None
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(3) Reply letter from the former accountant on the matters in Article 10.6 (1) and (2-3) of the
Guidelines: Nil

6.If the employment of the Company’s Chairman, General Manager,Financial or Accounting
Manager with the firm of the auditing CPAor its affiliated businesses in the past year, please
disclose their names, titles, and period of time that be with the firm of the auditing CPA or its

affiliated businesses: Nil

7. Particulars about changes in shareholding and equity pledge ofDirectors, Supervisors, Managers
and Shareholders holding more than 10% of the company's shares in the Past Year and as ofthe Date
of Publication of the Annual Report

(1) Particulars about changes in shareholding and equity pledge of Directors, Supervisors,
Managers and Shareholders holding

Unit: Share
Current year as of April 16
2018 2019
i Pledged . Pledged
Title (Note) Name Shareholding share Shareholding share
Increase/(Dec Increase/(Dec
Increase/( Increase/(De
rease) rease)
Decrease) crease)
Chairman 0
(_SEareholdr:ar Yoshin Investment Corp.
with more than Representative : Huang, 567,203 0 0
10% of the .
, Wen-Liang
company’s
shares)
Director
(isareholgr?r Yoshin Investment Corp.
with more than
ive : 567,203 0 0 0
10% of the Represen_tatl\{e Yang,
, Chi-Hsiang
company’s
shares)
Director/Vice
. Wang, Hsin-Tien 6,810 0 0 0
Director
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Director/ Deputy

Chang, Zhao-Ben

6,834

GM
. Huang, Ming-Chi
ADSLEE:;ZS (Reelected as new 52 0 0 0
director, June 8, 2018)
Su, Ming-Che
Director/ Deputy _(Re_electet_zl asa 5539 (150,000) 0 0
GM dismissal director,
June 8, 2018)
Ingei?:;((j;:nt Yao, Rey 0 0 0 0
Huang, Shu-Hwa
Ingﬁ?:;i‘:nt (Resign on August 7, 0 0 0 0
2018)
Supervisors Huang, Shu-Hwa 9,949 0 0 0
Supervisors Lin, Yen-Shan 235 0 0 0
Supervisors Lin, Gin-Liang 0 0 0 0
General Manager Huang, Wen-Liang 10,730 0 0 0
General Manager, o
. L Yang, Chi-Hsiang 39,021 0 2,000 0
Business Division
Associates Zhuang Wen-Sheng 272 0 0 0
Associates /Vice ca Shu-K_o g
GM (Promote to Vice GM 4 0 0 0
on January 2, 2019)
Associates Chen Tianci (1,469) 0
Associates Yang Fu-Zhen 10 0
. i He Shi-Yu (Promote to
ASSOCEES/ Vice beVice GM on 0 0 0 0
January 2, 2019)
Associates Li Wei-Yi 242 0 0 0
Associates Lu Yi-Qiang 0 0 0 0
Associates Ma Yuan-Jun 1,000 0 0 0
Associates Wang Sheng-Wen 0 0 0 0
Associates Chen Li (Discharged 0 0 0 0
on March 9 2018)
Qiu Zhi-Yuan
Associates (DischargedonMay 9, 0 0 0 0
2018)
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Chen Jia-Yu
Associates (Promoted on January 0 0 0 0
5, 2018)

Chief Financial

. Pan Feng-Wen 139 0 0 0
Officer g

Note 1: Shareholders holding more than 10% of the company's shares should be noted as
Major Shareholders and listed separately.

Note 2: Counterparts of share trading or pledge are interested parties should be listed in
the following firm.

(2)Share Trading Information

Relations among
Trading Counterparts, .
: . . Price of
Reasons of  |Date of Trading Directors, Supervisors,|Sharehold )
Name ) ) ) Transactio
Share trading |Transaction [Counterpart |Shareholders hold ing .
more than 10% of the
company’s share
None
(3)Share pledge Information
Relations among
Trading Counterparts,
Reason of ) ) ) Sum of
Date of |Trading Directors, Supervisors, [Sharehol
Name Pledge . Loan(rede
Change |Counterpart |Shareholders hold more [ding )
change mption)

than 10% of the

company’s share

Released the [Decemb [Cathay United |[None

mortgage erl0,  [Bank Company
Su Ming-Ze 2018 Limited 150,000
Lien-Cheng
Branch
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8.Information about the top 10 shareholders who are interested parties, spouse, or kinship within
second-degree of consanguinity mutually.

Information about the relations of the top 10 shareholders

April 16, 2019Unit:

Share

Name and

Relationship of the | R
) L top 10 shareholders | e
Shareholdings of the Shareholding in i i
. . , are interested parties, | m
Own shareholding spouse and minor other people’s L
) spouse, or kinship | ar
Name children names o
within second-degree | k
of consanguinity S
mutually
Sharehol | Sharehol | Sharehold | Sharehol | Shareho | Sharehol N Relation
. . . . . . ame .
dings ding % ing ding % Iding ding % ship
Yoshin Investment
Corp. Sporton Chair man
Representative : 24,341,524 26.34% 0 0 0 0 International is the
Huang, Inc same one
Wen-Liang
American
merchant
JPMorgan Chase
Bank Taipei
Branch is
entrusted to keep
5,935,782 6.42% 0 0 0 0 None None
Stichting deposits
APG Emerging
Markets Stock
Mutual Fund
Investment
Account
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HSBC Trust
Fidelity
Investment Trust's
Fidelity
International
Small Business
Fund Investment

Account

2,571,740

2.78%

None

None

The American
branch of
JPMorgan Chase
Bank Taipei
Branch is
entrusted with the
JP Morgan Fund
Investment

Account

2,362,509

2.56%

None

None

Deutsche Bank
Deutsche Bank
Taipei Branch is
entrusted to hold
RETAIL
employee pension
company
investment

account

2,308,044

2.50%

None

None

Bank of
Taiwan is
entrusted to
protect the
investment
account of
Generation
Investment
Manager Fund
Co., Ltd.

1,988,567

2.15%

None

None
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HSBC Hosts

Aberdeen Asia

Small Business

Investment Trust

1,376,870

1.49%

None

None

HSBC (Taiwan)
Commercial Bank
Co., Ltd. is
entrusted to take
care of the
magnificent
mountain peak
international
opportunity fund
investment

account

1,360,478

1.47%

None

None

Cathay Life
Insurance Co.,

Ltd.

1,135,000

1.23%

None

None

Deutsche Bank
Deutsche Bank
Taipei Branch is
entrusted to the
custody of the first
domain
investment
company - the
first domain of the
Greater China
Growth Fund
investment

account

1,121,940

1.21%

None

None
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9. The shareholdings of the employment of the company’s Directors, Supervisors, Managers and the
businesses controlled by the company directly or indirectly for the same re-investment businesses,
and combine it for the total shareholding ratio

Total Shareholding Ratio(as of April 16, 2019)

April 16, 2019

Unit: Thousands of New Taiwan Dollars / Thousands of United State Dollars, %

Investment of the Businesses

The Company’s Controlled by the Directors, .o oo o

Business of Re-investment (Investment Supervisors, and Managers
(Note) Directly or Indirectly

capital Investment |capital Investment capital Investment

investment |Ratio investment  |Ratio investment |Ratio
(Sspg\t/log g‘ﬁ?mem USD2,017|  95.28%| USD 100 4.72%| USD 2,117 100%
ISanO”O” Holding (SAMOA) | sp 7545|  83.60%| USD 802 7.84%| USD 8347|  91.44%
(8}22:2‘;; I'r':éema“o”a' 0 100% 0 0.00% 0 100%
g‘;‘:;”a“o”a' Certification) 4 500 100% 0 0.00%| 60,000 100%
ISanO”O” International(USA)\- 5y 4 500 100% 0 0.00%| USD 4,500 100%

Note: The company adopts permanent investment of Equity Method
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V. Operations Profile

1. Business Scope:

1. Business scope

1 -~ Main businesses:

2~Bu

CC01080 Electronic part manufacturing industry.
CCO01110 Computers and Computing Peripheral Equipments Manufacturing
E605010 Computing Equipments Installation Construction
F113020 Wholesale of Household Appliance
F113050 Wholesale of Computing and Business Machinery Equipment
F119010 Wholesale of Electronic Materials
F213030 Retail sale of Computing and Business Machinery Equipment
F219010 Retail Sale of Electronic Materials
F213010 Retail Sale of Household Appliance
F401010 International Trade
F401021 Restrained Telecom Radio Frequency Equipments and Materials
Import
1501010 Product Designing
IFO4010 Harmless Checking Services
IF02010 Electricity Equipments Checking and Maintenance
1299990 Other Industry and Commerce Services Not Elsewhere Classified
(computers and electrical safety testing and R&D)
siness weighting:
Unit: NT$ thousand; %

Sources of 2018 2017
Income Amount % Amount %

Test Report 2,608,006 87.03 2,700,240 89.13

Safety 90,878 3.03 84,055 2.78
specifications

Parts 297,760 9.94 245,218 8.09

Total 2,996,644 100.00 3,029,513 100.00

3~Cu
)

()

rrent Products (Services) of the Company:
Global standards exam, testing, and reporting of Elimination of
Electromagnetic interference (EMI)
Global standards exam, testing, and reporting of Electromagnetic Susceptibility
(EMS)
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(3) Instant Testing at the open sites and chambers

(4) Debugging and Diagnostics of Electromagnetic Compatibility (EMC)

(5) Global standards exam, testing, reporting and application for proxy certificates
under Products Safety specifications (SAFETY)

(6) Global standards exam, testing, and reporting of Networking Communication
products (both wireless and wired)

(7) Global regulatory and conformity assessment, testing, and reporting of mobile
phones

(8) OTA evaluation, testing and reporting of mobile phone antennas

(9) Examination, testing and report release of digital TV PERFORMANCE

(10) Testing and reporting of Electromagnetic Interference (EMI) of automotive
parts

(11) Trading of anti-magnetic electronic parts

(12) Products testing and reporting of femtocell

(13) Products testing and reporting of A-GPS OTA

(14) Conformity assessment and reporting of A-GPS and SUPL

(15) Testing and reporting of 24G wireless transmission

(16) Testing and reporting of UHF 60 GHz wireless transmission

(17) Products testing and reporting of HSPA+

(18) LTE testing and reporting of new product specification for Fourth Generation
Mobile Phones

(19) Testing and reporting of 802.1lac, 802.1lax and 4G/LTE W.ireless
Networking Communication products

(20)  Products testing and reporting of NFC

(21) Products testing and reporting of WPC Wireless Chargers

(22) Establishing a laboratory of safety specifications in Kunshan, mainland China
to conduct testing and reporting locally

(23) Global standards exam, testing, reporting and application for proxy
certificates of lithium battery and mobile power

(24) Global wireless exam, testing, and reporting of Internet of Things (sub GHz)
products

(25) LTE testing and reporting of new product specification for Fifth Generation
Mobile Phones

(26) Automotive Electronics Testing

4 ~ New Products (Services) to be Developed:
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(i) Establishing applicable safety standards of electronic equipments (IEC62368) and
be certified for accredited laboratories
(if) Testing and reporting of automotive and related parts for Electromagnetic
Susceptibility (EMS)
(iii) Testing and reporting of electric vehicles for Electromagnetic Compatibility (EMC)
(iv) Establishing a power testing for Field Trial
(v) Establishing a power testing for 3GPP R10 CA (carrier Aggregation)
(vi) Establishing a power testing for GCF/PTCRB of IMS VOLTE and A-GPS LTE
(vii) Establishing a power testing for MIMO OTA
(viii)Product testing and reporting of 4G/LTE Advanced mobile communication
products
(ix) Establishing a power testing for 4CA of mobile phones
(x) Power testing for EMI/EMC of automotive electronics
(xi) Establishing a power testing for SCA of mobile phones

2. Industry overview
(1) Industry status and development

The Company is mainly engaged in EMC certification of electronic and electrical
products, safety testing services, wireless Networking Communication certification,
mobile phone certification, digital TV certification and sales of anti-magnetic parts.
Electromagnetic Compatibility (EMC) refers to that electromagnetic wave, a type of
"non-ionizing radiation™ emitted by electronic and electrical products, interferes with
the operation of other electronic products and has harmful effects on human body.
Navigation equipment of aircrafts, control system of cars, and even heart rate
regulator of the human body is all in the range of influence. To eliminate the
influence of electromagnetic interference, an electromagnetic compatibility (EMC)
environment is established to reduce electromagnetic interference (EMI) and
improve Electromagnetic Susceptibility (EMS) of electronic and electrical products.
Advanced countries such as the European Union members have adopted a
two-pronged approach to EMI and EMS legislation to protect people's lives and
property. In addition to computer products and home appliances on EMC, there are
telecommunication, toys, NC machine, medical equipment, and even motor vehicles
and airplanes being under control and are taken with a gradual approach by the
global governments.

The so-called Product safety certification is commonly referred to as safety
specifications (Safety). Damages such as electric shock, energy hazards, fire,
mechanical and heat hazards, radiation hazards, and chemical hazards caused by the
material, structure and usage of the products, shall be included in the scope of safety
testing. Countries such as Taiwan, the United States, the European Union, Japan, and
China have already legislated regulations for personal safety and prevention from
environmental sanitation and public dangers. Products listed in the Safety include
information technology, home appliances, telecommunication, toys, industrial
machinery, medical equipment, and automotive products.

Today, with the growth of environmental awareness and the increasing needs for
personal safety, EMC and Safety tests have become the first step to take to sell
electrical products to other countries, required by governments across the globe that
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the industrial goods should meet the standards for safe, healthy and environmental
purposes; EMC and safety tests are closely associated with the growth of the
electronic high-tech industry. To reach peaks on operation in a highly competitive
global market, manufacturers must learn EMI and EMS technology besides
accelerating new products development. Due to the short life cycle and rapidly
changing needs of the market, the electronics industry has to pass the products
testing, which plays a significant role in business growth. Once products are
developed but fail to pass EMC and Safety tests, a company would lag behind in the
game for taking several months re-modifying and on the mass production.

The wireless technology has been booming rapidly in recent years, especially on
mobile communication and wireless networking communication, which is the
mainstream trend for electronic product development and accomplishment of
human's intelligent lives in the future. Therefore, establishing faster mobile
communication and wireless networking communication technology is necessary for
thriving in wireless technology industry for future development. The goals are faster
internet access, more efficient ways of downloading and uploading large amounts of
data, and avoiding internet congestions. Therefore, the major things at this stage are
undoubtedly mobile devices such as smart phones and Ipads; but the next Big Thing
will be the era of the Internet of Things (IoT). Its applications on intelligent terminal
products including wearable devices, Smart Homes, medical IoT and Internet of
Vehicle (loV). Tests on these complex products will become more complicated. It
requires more advanced inspection technology and more precision instrument to
complete the test complying with regulations and standards. Whoever has these
advantages identify good business opportunities on techniques testing in the future
market, wins. This year (2019) is the year of 5G (fifth generation cellular network
technology), in which 5G smart phones will be equipped with technical
specifications and functions of 4G/LTE and 3G. The majority of global countries
have been active in the infrastructure construction and observation for deployment
5G base stations. The rapid future development of 5G is predictable.

Due to the rapid evolution of technology, Taiwan Wireless Networking
Communication, mobile communications products design and manufacturing
technology have been greatly improved. The life cycle of such products is getting
shorter. In addition, the electromagnetic radiation of wireless products is stronger
than that of general products. Governments have compulsory testing requirements
for the import of wireless electronic products to avoid interference with other
electronic products. Therefore, the testing and certification requirements for wireless
products will inevitably grow significantly in the future.

Due to the rapid evolution of technology, Taiwan radio design and manufacturing
technology have been greatly improved.The life cycle of such products is getting
shorter. In addition, the electromagnetic radiation of wireless products is stronger
than that of general products. Governments have compulsory testing requirements
for the import of wireless electronic products to avoid interference with other
electronic products. Therefore, the testing and certification requirements for wireless
products will inevitably grow significantly in the future.

To have a mobile phone appeareon the market, it is necessary to pass tests related
to mobile phone functions in the state of R & D. Because the internal parts of the
mobile phone and communication protocols are complicated, the tests must also pass
strict exams. The tests of mobile phones can be divided into two parts, namely
Compulsory certifications and Conformance Test.
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Compulsory certifications of mobile phones include electromagnetic compatibility
(EMC), safety specifications (Safety), specific absorption rate (SAR), radio
frequency (RF), etc. Compliance testing is for mobile phone RF, software protocol,
MMS, Video Telephone, Java, A-GPS, SUPL, USAT, SIM and other functions.
These tests are up to standards of Global Certification Forum (GCF), PCS Type
Certification Review Board (PTCRB), and the Cellular Telecommunication Internet
Association (CTIA). At present, the Company is one of the few laboratories in the
world equipped with power testing mentioned.

Today, with the requirements of the majority of telecom operators (Carrier) for
quality of mobile phones, the growth of environmental awareness and the increasing
needs for personal safety, there will be increasing requests of tests on
Electromagnetic interference control (EMC), spectrum efficiency, safety
specifications (SAR, Safety) and functions of mobile phones, which will become the
first step to take to sell cell phone accessories to other countries

In addition to mobile phones, the technological progress of wireless networking
communication is originated from the earlier 802.11a.b.g.n to this year's 802.11ac
wave 2 and 802.11ax, which have greatly improved the efficiency and bandwidth of
wireless networking communication products. The Company acquired the world's
first FCC/IC/CE wireless product certification of 802.11ac wave 2 in April, 2015,
and the world's first FCC wireless product certification of 802.11ax in February,
2018, showing the Company's competitive advantages in wireless networking
communication. Now 4G/LTE technology is widely applicable in wireless
networking products such as mobile routers, wireless sharers, personal hotspot
devices, etc. The testing requirements of products are in accordance with that of
mobile phones; therefore, the Company is one of the few companies that offer
complete testing services in the world.

The electromagnetic interference (EMI) control of electrical engineering and
electronic products originated from the "Regulations Governing Electromagnetic
Commodities" was promulgated in September 1995, officially announced in July
1996, and implemented EMC testing since 1997. To prevent manufacturers both at
home and abroad from being caught off guard, the Ministry of Economic Affairs
(MOEA) lists electronic information products for product testing in a phased manner.
The first phase of testing comes with only a photocopier. In 1998, an announcement
was made to include around 50 items such as televisions, video players & recorders,
fax machines, computer peripherals, etc. In the third stage, general household
appliances, computer parts, microwave ovens and induction cookers are listed for
testing since the official implement July 1989. Bureau of Standards, Metrology and
Inspection, MOEA, announced "Regulations Governing Product Safety Mark™ in
July 1991, and listed home appliances such as fans, microwave ovens, and video
players & recorders, and so on for the safety control in July, 2000. In addition,
increasing complexity in electronic functions of automotive interior design paves the
way to more attention of the competent authorities of various countries on EMI tests
for vehicle safety. The Ministry of Transportation and Communications has
announced Vehicle Safety Type Approval Management Regulations Started from
January 1, 2011, the full implementation of EMC is carried out in a phased manner.

EMC, Safety, RF and Mobile Phone verification systems in majority of the markets
at home and abroad, as the comparative table shown below:
I._Comparative table of EMC verification systems in majority of the
markets at home and abroad

: Scope of Legal PR
Regions Control Items Status Organizations in Charge
EMI Electronics, information, |Mandat|Federal =~ Communications
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communications, home ory |Commission (FCC)
appliance industry,

science, medical products

of FCC C.F.R.47

EU EMI&EMS |All equipment or whose|Mandat|European Commission
function is susceptible to| ory
EMI

Japan EMI Information products,| Volunt |Ministry of Economy, Trade
electrical products under| ary, |and Industry, VCCI
"Electrical Appliance and{mandat|(\Voluntary Control Council
Material Control Law" ory |for Interference by

Information Technology
Equipment)

R.O.C |[EMI (listed in front) Mandat|Bureau  of  Standards,
Photocopiers, information| ©FY [Metrology and Inspection
products, television, video (BSMI)
players & recorders and
lamps

R.O.C |[EMI Automotive electronic|Mandat|Vehicle Safety Certification
parts ory |Center (VSCC)

R.O.C |[EMI Products of electronics,Mandat|/China  I/E ~ Commodity
information, home| ory |Inspection Bureau,
appliances, etc Technology Supervision

Bureau
ii.Comparative table of Safety verification systems in majority of the
markets at home and abroad
. Legal | Organizations in
Regions Items Status Charge
us Implement in accordance with host state law|Volunt [ OSHA (Occupational
ary, |Safety and Health
mandat|Administration
ory
EU Toys, industrial machinery, information|Manda |European
products, communication equipment, home| tory |[Commission
appliances, medical equipment, etc.
Japan Electrical products and parts are subject to| Volunt Ministry of Economy,
the “Electrical Appliance and Material| ary, [Trade and Industry,
Control Law". The scope of control isimandat|\VVCCI
divided into Class A and Class B. Class A:| ory
Specific electrical appliances (116 items)
are subject to inspection by designated
organizations. Class B: Electrical appliances
(341 items) other than Class A, undergo
self- testing by the manufacturer.
R.O.C  |Electronics, home appliances, 3C lithium|Manda|Bureau of Standards,
batteries, power banks, etc. tory |Metrology and
Inspection (BSMI)
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P.R.C Products of electronics, information,|Manda |China I/E Commaodity
communications, home appliance industry,| tory |(Inspection  Bureau,
medical, motor vehicles, etc. Certification and

Accreditation
Administration of the
People's Republic of
China
iii.Comparative table of RF verification systems in majority of the markets
at home and abroad
Regions Items IS:tZ %Sls Orgaglhz;té(;ns n
R.O.C |Wireless electronic devices Manda NCC
tory
US  |Wireless electronic devices Manda FCC
tory
Japan |Wireless electronic devices Manda MIC
tory
Korea |Wireless electronic devices Manda KC
tory
EU  |Wireless electronic devices Manda Respective
tory government
iv.Comparative table of Mobile Phone verification systems in majority of
the markets at home and abroad
Regions tems Legal | Organizations i
us Mobile Phones Manda FCC
tory
us Mobile Phones Volunt PTCRB
ary
EU Mobile Phones Manda CE
tory
EU Mobile Phones Volunt GCF
ary
R.O.C Mobile Phones Manda NCC
tory

(2) Relationship among the industry’s up, mid and down streams
EMC and Safety, RF and Mobile phone testing services are mainly to perform
product testing on behalf of global governments and relevant technical organizations.
Therefore, in addition to the manufacturers required to perform the tests, laboratories
or related groups authorized by their respective governments shall serve as upstream
industries. Its downstream industries mainly include manufacturers of information
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hardware products, home appliances and networking communication products.
Therefore, any product with EMI or Safety problems and whether it meets the
technical specifications of radio regulations is in the scope of service of the testing

industry.
The relationship among EMC, Safety, RF and Mobile phone test services and the
industry’s up, mid and down streams of part manufacturers are as following.
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Bureau of Standards,
Inspection (BSMI)

Metrology and

Vehicle Safety Certification Center
(VSCQ)

National Communications Commission

(NCQ)

Federal Communications Commission

Cellular Telecommunication Internet
Association, CTIA

(Voluntary Control Council for

Interference (VCCI)

Ministry of Internal Affairs and

Communications; MIC

Ministry of Economy, Trade and Industry
(METI)

Korea Communications Commission
(KCC)
Ministr

of Knowledge
(MKE

Economy

General Administration of Quality
Supervision, Inspection and Quarantine
of the P.R.C

Certification and Accreditation
Administration of the P.R.C

State Radio Regulation Committee of
the P.R.C

Ministry of Industry and Information
Technology of the P.R.C

Underwriters Laboratory of the U.S.A

Electronics
Manufacturers:

Home appliances
such as
induction
cooker,
microwave,
furnace and
other
household

EMC, Safety, wireless
networking communications,
and mobile phone testing and
anti magnetic parts retailers

Information hardware
product manufacturer

EX:Mother Board,notebook
computer,Desktop
Computer,Monitor
Computer peripherals

and

|Testing Equipment Manufacturers

I_

| Electronics Part Manufacturers

|_

(3) Product Development Trends

I. The scope of EMC, Safety, RF and Regulations for Mobile Communications

will widen.

The global Internet and communication industry have been booming rapidly
in recent years. Smart phones and Ipads of embedded cellular communication
modules, and NoteBook products and IoT products wearable devices and Smart
Homes are diversifying, and their innovations are speeding up. With the rapid
increase in the use of electronic products and parts on modern automotive
electronics as well as personal safety concerns and environmental awareness,
global governments have made requirements more strictly on EMC, Safety, RF
and Regulations for Mobile Communications. It is obvious that there will be
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room for growth in the testing market for EMC, safety, RF and Regulations for
Mobile Communications in the future.
ii. The quality of testing equipment has gone up.

Technology development has advanced diversity in electronics, such as the
increasing popularity of wireless communication products. It's always wise to
keep track of the latest regulations, testing techniques and fully qualified
laboratories for providing complete services to customers. In addition, the
current domestic laboratories are mainly open area test sites. Due to interference
such as wireless communication, sound waves, and humid climate in outdoor
testing, test sites are developed into chambers conforming to international
standards in the future, enhancing the testing techniques, equipment and services
of EMC, Safety, RF and Regulations for Mobile Communications.

iii. Providing integrated services in terms of customer needs

With stricter rules demanded by the global governments for EMC, Safety, RF
and Regulations for Mobile Communications on electronics, there are also
increasing demands for legal compulsion of EMC and Safety, and the conformity
certification of RF and PROTOCOL required by the electronics manufacturers.
Besides offering certifications of EMC, Safety, RF and mobile communications
and testing services, the sellers shall also have anti magnetic parts for sales,
providing a full range of professional services (Total Solution) by saving the cost
and time for customers on searching the right parts. In addition, the sellers of
EMC, Safety, RF and mobile communications shall be highly cooperative with
the customer's R&D department to assist customers with design problems which
result in failing the tests, and obtain certifications of product's mandatory and
conformity regulations and standards ASAP to recognize good business
opportunities.

(4) Competition

Among all the competitors in the industry who offer EMC certification report,
Sporton International Inc. has three 10M indoor chambers that meet the
requirements of European, American and Japanese manufacturers, being ahead of
few other laboratories that have 10M indoor chambers of only a single specification.
The rest are all equipped with 3M indoor chambers and 3M/10M outdoor ones. This
type of test site is mainly for testing, modification and certification services in the
state of R & D to customers. To make the tests on mass production of international
wholesalers more accurate, avoiding external interferences is necessary. A 10M
indoor chamber that meets international standards will be required to carry out
experiments. The company has four 3M/10M open area test sites, twenty three
indoor chambers of 3M (9M in length , 6M in width, 6M in height), seven indoor
fully chambers of 3M (12M in length, 7M in width, 7M in height), and three indoor
chambers 10M (23M in length, 17M in width, 12M in height), which issue official
test reports. Another five EMI chambers of 3M (7M in length, 4M in width, 3M in
height) are mainly used for prediction and debugging. In addition, there are ten 3M
chambers (9M in length, 6M in width, 6M in height), two indoor full chambers of
3M in mainland China, and two 3M (9M in length, 6M in width, 6M in height) in the
US Bay Area. A 3M indoor fully chamber is the first domestic private laboratory
equipped with fully automated testing system. In the future, experimental equipment
expansion will continue to improve the test efficiency. In addition, it will be also
more conducive to the Original Equipment Manufacturer (OEM) designation and
Original Equipment Manufacturing of international companies, which makes the

Company more competitive.
There are about 41 laboratories that can enforce mandatory testing and certification
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in the nation. The Company is one of the few testing companies that can perform the
complete testing and certification of the mandatory EMC and Safety and the
conformity regulations under RF and PROTOCOL. In addition, the Company has
the following two advantages: First, most of the Company's test sites have been
moved to indoor venues from outdoors, which are susceptible to radio waves and
changeable weather which most of the domestic competitors in the industry are
exposed to. Due to the high efficiency and conformance quality of indoor testing,
along with the fact that most of the major international manufacturers only accept
reports of indoor testing, there is an obvious gap between the lead company and the
rest of the field in the nation. Another fact is about verifying certification. Test
reports issued by the Company's are accepted by more than 150 countries around the
world and have reached the goal of global testing accredited by Sporton
International Inc. The Company has also directly accessed licensing right authorized
by the NCC. What's more, through a "strategic cooperation,” the Company has
granted licensing rights from Canada and FCC (the US), and in the first half of 2007
by Japan. It allows customers to obtain certifications in majority of the markets such
as the United States, Europe, Taiwan, and Japan in the shortest time, and achieve the
goal of one-stop shopping. Therefore, the Company's licensing strength is absolutely
complete and competitive. °

Besides acquiring laboratories accredited by PTCRB of the US (PCS Type
Certification Review Board) in terms of tests on wireless networking
communications and mobile communications products, the company has obtained
the qualification of licensing rights by the NCC. It is now a largest licensing
laboratory with the most complete power testing and equipment for mobile phones
in Taiwan.

With the growth of mobile phone companies in the mainland, the Company aspires
to overseas expansions, active development in Asian markets on mobile phone
testing services, and setting up brunches in Kunshan and Shenzhen, etc. In addition
to serving the existing customers in the mainland, it is also convenient to obtain
local regulations for mobile phone testing and certification. Having several testing
platforms makes the Company more competitive with one-on-four services.

Although not required on an officially mandatory basis by PTCRB of the US and
GCF of the Europe, the mobile phone and internet carriers in the regions require
PTCRB and GCF reports of mobile phones from the suppliers to ensure the
qualities of the products.

When 5G becomes a mainstream on specification of mobile communications in the
world, its related applications such as IOT, AR and VR high-quality stream media
will become the mainstream in the future market. Traditional EMC laboratories
such as Taiwan Dongin Technology Co., Central Research Technology Co.,
International Standards Laboratory Corp. (ISL), etc., are unable to provide a
complete set of testing services for mobile communications. In contrast, the
Company has integrated testing services of existing EMC, Safety, RF, SAR, OTA
and mobile phones, and the most efficient and complete full services for our
customers, making the Company more competitive in general and gaining market
shares.

The mobile phone department currently has thirty sets of 2G, 3G, 4G and 5G NR
GCF/PTCRB RF (Radio Frequency) and Protocol (Mobile Protocol) test
instruments, three sets of SIM, one set of TTY, two sets of A-GPS, three sets of
SUPL, two sets of USAT, one set of MMS/VT/DM, two sets of NFC and one set of
Field Trail test instrument, sixteen OTA full chambers, twenty SAR test sites and
several chambers. Among them, the OTA (Over the Air) test has been certified by
the US CTIA V3.6.x and the latest regulations TAF of CTIA MIMO and received a
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3.

notice from CTIA in January 2017. They obtained the MIMO CTAL qualification
and became a CTAL (CTIA Authorized Lab) and the first laboratory that performs
MIMO OTA reporting. The Company currently serves as a laboratory that has the
largest publication of OTA reports worldwide. Its delivery on smart phones
certification is also the largest among laboratories in the US FCC. Its laboratories
have the largest production capacity for OTA tests and the largest production
capacity for GCF/PTCRB tests in Asia.

Increasing complexity in electronic functions of automotive interior design paves
the way to more attention of the competent authorities of various countries on EMI
tests for vehicle safety. The Ministry of Transportation and Communications has
announced mandatory control on automotive EMI from January 1, 2011. The scope
of control will widen and be stricter. The Company is one of few automotive testing
institutions recognized by the Ministry of Transportation and Communications in
terms of its testing requirement on regulations for loV wireless and mobile
communications. New energy vehicle in the mainland has brought up related
industries such as automotive parts and energy storage equipment. Sporton
International Inc. has been actively involved in the testing market and established
EMC equipment for testing automotive parts by the end of 2018. Business
opportunities will be expected in the future.

Overview of Technology and R&D
(1) Costs of R&D

Unit: NT$ thousand

2019
Items/ Year 2017 2018
(To 03/31/2019)
Costs of R&D 44,829 42,107 9,506
(2) Successful Techniques and Products
i. Department of EMC
No. [Testing Standards Items for Testing and Certifications
1. |EN55032/CISPR13/CNS13439/FCC Part15 EMI tests for multimedia devices
5 |EN55011/CISPRLL/FCC Partis E:\é:;sgs for industrial, scientific, and medical
3 ENS5022/CISPR22/CNS13438/FCC EMI tests for computers and accessories
* |Part15/VCCI/GB9254 P
4. |EN55035/CISPR35 Electromagnetic immunity tests for multimedia
devices
5 |EN55024/CISPR24 Electromagngtlc immunity tests for computers
and accessories
6. |CISPR25 EMI tests for automotive parts
2 Vehicle Safety Testing Directions by Ministry of|[EMI tests for automotive, electronic, and
" |Transportation and Communications engineering equipment
8 |part 22/24/27 Tests_ for .4GISG mobile communications
terminal equipment
0. |PLMNOS/1O/11 Tests_ for .4G/SG mobile communications
terminal equipment
10. |Part15.249 24GHz radar and accessories
11 |Part15.255 60GHz wireless networking communications

products
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12. | pooo2 Tests for equipment of low power radio
frequency

13. |EN301511/EN301908-1/ -2 / -13 Tests for 5G mobile communications terminal
equipment

1 Part15-C/E Tests for products of short-range transmission,

' IEEE 802.11 a/b/g/n/ac, and loT products

15. |Partl5 -F Ultra-wideband (UWB) products

16. |Part95 IOV products of C-V2X/ 802.11P

17. |Part 96 Tests for mobile communication base stations

18. |EN 300 220

Tests for products of short-range low power
radio frequency (SRD » 25 MHz ~ 1000MHz)

19. |EN302208

Products of radio identification 865~868MHz /
915/921MHz

20, |EN 300 328

Tests for products of 2.4G WLAN (including
MIMO)/BT/Zigbee

EN 300 330 Tests for products of short-range transmission
21. (SRD » 9kHz ~ 25MH?z)
99 EN 300 440 Tests for products of short-range transmission

(SRD » 1GHz ~ 40GHz)

23. |EN 301 893

Tests for products of 5G WLAN (including
MIMO)

24 EN 302 567 ~ EN 302 217 ~ EN305 550

60G wireless networking communications
products

25. | EN 62311

Tests for EMF on human body

26. |EN303 417

Wireless chargers

27. |[EN 302571

IOV products of C-V2X/ 802.11P

ii. Department of Safety Certification

No. [Testing Standards

Items for Testing and Certifications

1. |IEC60950-1 (Version 1,2), EN60950-1(Version Safety tests for information products
1,2), UL60950-1, CNS14336, IEC-62368
2. |IEC60065, EN60065, UL60065, CNS14408 Safety tests for audio and video products
3. |UL1310 Safety tests for power suppliers
4. |UL2089 Car chargers (entrusting UL with the testing)
5. |UL2054 Battery (entrusting UL with the testing)
6. |AS/NZS 4665, AS/INZS 62087 GEMS
7. |ENERGY STAR Energy Star
8. |ENS0075 Tests for power plugs of German standard
9. |CEC Appliance Efficiency Regulations California Clean Energy tests
10. |ErP Lot6, Lot 7 and ECO-report EU Energy Efficiency (Stand-by and off mode);

(external power supplier); (ECO-report,
entrusting TUV/RH)

11. |IEC/EN 62133, CNS15364, UN38.3

Tests for lithium batteries and power banks

12. |CNS15285

Safety tests for mobile phone chargers

Recognized by international laboratories such as IECEE ~BSMI~TAF~TUV Rheinland of Germany and UL

of the US
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iii.Department of Radio and mobile phones

No. Testing Standards Items for Testing and Certifications
Tests for GSM/GPRS mobile phones radio
1 EN 301511
frequency (RF)
EN 301489-52 Tests for EMC of mobile phones
EN 300609-4 Tests for mobile phones screen enlarger RF
EN 301489-8 Tests for mobile phones screen enlarger EMC
Tests for mobile phones SAR (Specific
5 EN 50360, EN 50566 )
Absorption Rate on human body)
EN 301908-1 Tests for WCDMAJ/LTE mobile phones RF
EN 301908-2 Tests for WCDMA mobile phones RF
FCC part 22, 24,27, 90 Tests for mobile phones RF
Tests for mobile phones SAR (Specific
9 FCC part 2.1093 .
Absorption Rate on human body)
10 PLMNO1 Tests for 2G mobile phones RF
11 PLMNO8 Tests for WCDMA mobile phones RF
12 PLMN10 Tests for LTE mobile phones RF
Conformance tests for GCF/PTCRB mobile
13 3GPP TS 51.010
phones (2G)
Conformance tests for GCF/PTCRB mobile
14 3GPP TS 34.121-1
phones RF (WCDMA+HSDPA+HSUPA)
Conformance tests for GCF mobile phones
15 3GPP TS 34.123-1
Protocol (WCDMA+HSDPA+HSUPA)
16 3GPP TS 34.124 WCDMA RSE
Conformance tests for PTCRB mobile phones
17 NAPRDO3
(2G+WCDMA+HSDPA+HSUPA+LTE)
CTIA OTA certification ) )
18 Function tests for OTA (Over The Air)
program
19 Wi-Fi OTA OTA tests for WIFI
20 3GPP TS 36.521-1 LTE RF
21 3GPP TS 36.521-3 LTE RRM
22 3GPP TS 36.523-1 LTE Protocol
23 3GPP TS 36.124 LTE RSE
24 ETSI EN 301 908-13 LTE RF (CE related)
Conformance tests for GCF/PTCRB mobile
25 3GPP TS 31.121
phones USIM
Conformance tests for GCF/PTCRB mobile
26 3GPP TS 31.124

phones USAT
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Conformance tests for GCF/PTCRB mobile

27 3GPP TS 37.571-1

phones A-GNSS RF

Conformance tests for GCF/PTCRB mobile
28 3GPP TS 37.571-2

phones A-GNSS Protocol

Conformance tests for GCF/PTCRB mobile
29 ETSI TS 102 230

phones UICC

Conformance tests for GCF/PTCRB mobile
30 3GPP TS 26.132 ]

phones Audio

Conformance tests for GCF/PTCRB mobile
31 3GPP TS 34.229-1

phones IMS

Conformance tests for GCF/PTCRB mobile
32 ETSI TS 102 694-1

phones SWP

Conformance tests for GCF/PTCRB mobile
33 ETSI TS 102 695-1

phones HCI

Conformance tests for GCF/PTCRB mobile
34 GSMA PRD TS.27

phones NFC

Conformance tests for GCF/PTCRB mobile
35 OMA MMS

phones MMS

Conformance tests for GCF/PTCRB mobile
36 OMA SUPL

phones SUPL

Conformance tests for GCF/PTCRB mobile
37 OMA DM

phones DM

. Conformance tests for GCF/PTCRB mobile

38 OMA Browsing .

phones Browsing
39 GSMA PRD TS.11 GCF mobile phones Field Trial

Conformance tests for PTCRB mobile phones
40 3GPP TR 37.901

Data throughput

. Conformance tests for PTCRB mobile phones

41 PTCRB TTY specification

TTY
42 EN301908-25 Test for 5G NR CE RF
43 3GPP TS38.521 Test for 5G NR GCF RF
44 3GPP TS38.521 Test for 5G NR GCF RF
45 FCC Part30 Test for 5G NR FCC
46 FCC Part96 CBRS tests

(4) Short-term and long-tern business development plan

1 - Short-term development plan

(1) About marketing:
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(A) Certification to electromagnetic compatibility, radio frequency and mobile
phone
In addition to expanding the customer base of small and medium-sized
enterprises actively, the Company will not only persuade more international
companies to get the OET (Original Equipment Test) orders to explore the new
field of business, but also meeting the request for the test of domestic motor
vehicles. In addition to getting the approval of institutions authorized by the
Ministry of Communications about the electromagnetic compatibility testing
for motor vehicles, the Company also participated in domestic electric vehicle
testing related technical seminar actively and expanding the usage of testing
equipment to gain more profits. The Company has been authorized by the
National Communications Commission as a qualified verification agency for
the wireless and mobile phone certification. It can assist the domestic customers
to obtain certification quickly and directly after passing the test, and actively
cooperate with foreign official or certification institutions to reduce the time
and cost to approach to the international market for the products from domestic
customers. As to the foreign investment, in addition to expanding the capacity
scale and testing projects of Korean laboratories continually to expand market
share, it also replicates Taiwan's existing testing capabilities to the industrial
concentration areas in China, further explore the vast testing market in China.
The wireless and mobile phone testing laboratories have been set up currently
in Kunshan, Shenzhen, and Xi'an not only to serve Taiwan-funded enterprises
but also gained the trust of international brand manufacturers and domestic
mobile phone manufacturers in China.

(B) Safety certification
For the past few years, the safety certification department of the Company
executed the projects smoothly under the effective management of the project
managing system and established long-term cooperative relationships with
well-known domestic and foreign manufacturers. The safety certification
laboratory has complete qualifications and fine interaction with issuing
associations such as UL, TUV, and BSMI and etc. In the future, the Company
will expand the testing capabilities of the laboratory and get qualifications for
certification from more countries of the world to provide more safety
certification services to customers.
(C)Sales of anti-magnetic components
With a wealth of professional knowledge and technical experience, the
Company would provide customers with quick service in the relevant
application of components in response to customer requests for testing,
modification and production. At present, the FAE team has been build up to
meet the requests of various customized applications, and cooperate actively
with brand customers to develop new application materials and new process
design to meet new application design and construct features of their own
product design. In 2018, the Company cooperated gradually with the solution
providers to introduce Chinese electricity meters, OLED and other related
application, there should be a new contribution to revenue in 2019.
(2) About production

(A) In order to improve the test quality and performance of the lab, the Company
has standardized the test of the major testing products, enhance the efficiency
of the instruments and personnel, increase the utilization rate of the lab
productivity and reduce the production cost.

(B) Continuously implement the on job training of current employees and new
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recruits to improve the quality of personnel and service.

(C) In order to respond to the trend of EMC test in the future, the Company
provides advanced test equipment which synchronized with the world's major
manufacturers and keeps building indoor 3M/10M standard radio wave
isolation darkroom to gradually replace the traditional method of Open Area
Test Site inspection and certification.

(D) Through the establishment of the components division to Integrate the
industry horizontally. In the process of pretest and debug for customer's product,
in addition to assisting in the provision of customer technical inquiries, the
Company also provides Electromagnetic Interference (EMI) relevant electronic
materials and supply the electronic components which required for the design
of electronic products, to achieve the goal to provide Total Solution. It plans to
integrate relevant application materials and suppliers in the future to reduce
costs and increase competitiveness in price.

(3) About R&D to product

The Company will continue to deepen the development of existing test

projects and follow the timetable in compliance with the regulations and market
development for mandatory regulation to electromagnetic compatibility (EMC)
and Radio Regulations to wireless communication equipment, mobile phones,
motor vehicles and related electronic and communication products to research and
develop the legal specifications and testing technology of related products to
achieve the leadership in the testing market; and fulfil the special requirements
from international manufacturers and carriers to provide complete services of
verification solutions for product to get an irreplaceable competitive advantage
in the testing market for mobile phone. Besides, components division will
combine the advantages of the certification division to actively develop filter
components suitable for high-frequency products to fulfil the requests of industrial
development in the future.

(4) About scale of operation and financial policy

(A) Implement the effective implementation of the internal control and auditing
system, to prevent and eliminate the occurrence of malpractice, and set up a
clear, precise and reasonable management system.

(B) The plan and implementation of the strategies for operation and finance
adhere to the principle of development steady and seeking the maximum
benefit of the application of funds.

2. Long-term developing plan

(1) About marketing

(A) To get the authorized certification of international brands and cross-license
with well-known foreign testing and certification institutions to establish a
professional status.

(B) The Company established its own brand lab “SPORTON” according to
world-renowned private certification bodies such as TUV and SGS and
became a world-class testing lab for electromagnetic compatibility, safety
certification, wireless and mobile communication in Taiwan.

(C) Maintain the image of the Company's own brand, expand the market share of
testing and component, improve after-sales service, and hold regular seminars
to discuss the application of new products and future development trends with
invited customers.

(2) About production
Establish overseas labs and branch office of marketing to provide R&D testing
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sites to the customers for inspection, modification and production, and shorten the
period of development to get more business opportunities for the launch of
products.
(3) About R&D to product

In response to the rapid development of 1A products, wireless communications,
network and digital products, and the future needs for automotive testing markets
and energy-saving products, the Company will actively develop legal specifications,
testing technologies and EMI components for related products to meet the market
demands in the future.

(4) About scale of operation and financial policy

(A) Enrich the technical capabilities such as management of enterprise
information, corporate internet, database integration and knowledge of
industries.

(B) Continue to enhance the professional abilities of finance and make sound
planning and preparation to financial requirements for international
cooperation and overseas investment.

Il.  Overview of market, production and sales
(1) Market analysis :
1 ~ The areas to sell/provide the main products/services

Iltem Year 2018 Year 2017

Asia 719% 81%
America 24% 16%
Europe 5% 3%
Oceania 0% 0%

Total 100% 100%

2 ~ Market share

Among the domestic industries of the same trade, the Company is currently the
only listed company, the rests are unlisted or consortiums, therefore, the market
data is not easy to get. According to registration data from the FCC website in
2017, there are 182 certifications issued by SPORTON for mobile phone test, the
market share is 15.5%, 262 certifications for wireless Networking 5GHZ test, the
market share is 23.6%, It has obtained the maximum quantity of certificate issued
and top market share for the five years in a row which proved the Company has
the competitiveness in the global testing market.

Nevertheless, the Company has maintained its leadership in R&D and investment
to the new technology of testing, it can effectively and continuously get the
higher market share of new products.

3. Supply-demand status and growth of the market in the future

(1) Supply

a. Domestic:

Among the domestic industries of the same trade, the Company is the only
one has both mandatory and compliance testing and sufficient production
capabilities; as far as the EMC testing capability and equipment required by the
mandatory regulations are concerned, within the domestic professional labs that
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provides EMC certification currently, except for a few institutions or companies
with 10M indoor electric wave isolation chambers, the Company is the only
private enterprise with three standard 10M indoor ones, five RF ones,
twenty-three standard 3M ones and four 3M/10M outdoor labs simultaneously to
provide customers with the service of testing, modification and certification during
the period of product development to win the OET orders of their products during
the mass production, and detail testing for new products during the Pilot run. In
response to the continued development of information, communications and 1A
industries, the domestic suppliers of EMC and safety certification will expand the
capability, therefore, the supply quantity to the market should be sufficient in the
future. In order to respond to the vigorous development of mobile communication,
to construe a complete process for mobile communication verification is one of the
significant directions for the future development of the Company. It has built up
the capabilities for mobile phone RF and Conformance testing, plus the antenna
OTA testing chamber and SAR testing equipment, the Company can provide the
most complete service to the domestic mobile phone manufacturers.

Meanwhile, ZEgn Lab of the Company is one of the few authorized agencies
of the Ministry of Communications to provide the EMI certification for motor
vehicles. It would provide the most complete services for domestic vendors of
motor vehicles.

b. International:

The Company has set up a testing lab in China to extend its presence. At
present, there are more than four hundred mobile phone manufacturers in China,
they had greatly expanded the export business except for the domestic sales, among
them, Lenovo, Huawei and ZTE are the competent suppliers. They are important
clients of the Company as well. In view of the development of the mobile phone
manufacturers, SPORTON established a standard lab in Kunshan for mobile phone
testing and certification in 2007 and finished the construction of the second site in
Shenzhen at the end of 2009, which could process the tests including OTA, SAR,
FCC, CE, Safety and GCF/PTCRB. It is one of the few labs in China which can
provide complete mobile phone testing. In order to provide the more complete test
capability to the customers, the Company completed the testing capability for
4G/LTE and 4G/LTE Advanced and set up the equipment for RF/RRM/Protocol
LTE FDD R10, LTE AGPS and RF/RRM/ Protocol LTE TDD in 2015. In 2019,
the Company will deploy the equipment and production capacity for 5G to meet the
testing demands of new high-end products for Chinese customers in the future.
Meanwhile, the Company set up a new service of automotive testing in Kunshan
and a new American testing lab in the Bay area of Silicon Valley.

( 2) Demand

In addition to the stable testing requirements for IT, consumer appliances, home
appliances and other products, because of the rapid development of wireless
communication technology, the Next big things of electronic products will be the
Internet of Things' applications and the smart products with wireless
communication function, the mobile phones with higher spec and wireless
Networking products with faster speed will be the mainstream products. As a
consequence, a high-spec mobile phone has the feature and function of multiple
frequencies (28D for FDD and 12 Band for TDD) and modes (such as three-mode
GSM, TDS-CDMA, TDD-LTE, five-mode GSM, WCDMA, FDD-LTE,
TD-SCDMA, and TDD-LTE) which could implement the functions of 2G, 2.5G,
3G , 3.5G and 4G simultaneously, the testing items will be more detail and
complicated; the general testing items include mandatory regulations of EMC,
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RF, OTA for antenna, SAR and compliance communication protocols, the testing
period is longer and the fee is nearly NT$10 million. Besides, the wireless
Networking products with the latest technology of 802.11ac wave2WiFi and those
with WiFi and 4G/LTE, their complexity for testing technology and the required
time have been increased compared to the traditional WiFi products. The
Company is the only one has significant technology and production capability to
meet the testing demands of the international and domestic industries. In addition,
the Company has made a complete layout to the testing regulations and
technologies for the future development of 10T, which applied in the fields of
wearable devices, smart homes/home appliances, Internet of Medical Things and
Internet of Vehicle. The experience will be accumulated by the Company to
prepare well for the testing for the next-generation products.
(3) Development
In terms of international laws and regulations, because of the international
attention to the safety of life and property and the awareness of environmental
protection, the industries to provide EMC and Safety services are gradually attract
extensive from governments and people worldwide. Looking to the future, the
range of international regulations of EMC and Safety to products and the
certification demands will be continuously extended. The development of wireless
networking communication using 802.11ac technology and mobile communication
products using 4G/LTE technology will be in tremendous speed. The 3C product
combining these two functions will become the mainstream products that develop
continuously in the future.
Recently, due to the popularity of iPhone 6/6S and Apple Watch, smartphones and
wearable products have become all the rage. However, behind these products, a lot
of testing and research is required to reduce the damage to human. It contains
related testing items of EMC/RF/SAR/OTA, and the relevant mobile
communications must comply with all tests such as the International
Communication Protocol and Radio Frequency (RF), then the products would be
qualified to go to the market legally. It doubles the testing demands accordingly.
In addition to the development of motor vehicles in response to the Internet of
Vehicle in the future, it will be expected to the market growth of the testing of
EMC and wireless standard regulations and related testing demands.
4. Competitive niches
(1) Outstanding operation team
The operation team to the Company has a professional technical
background. The key members have more than 10 years of experience in
EMC, Safety, Wireless Networking and mobile communication
technologies. Their professional abilities are recognized by customers. In
addition, the Company can obtain effectively and timely to product
technology development and the trends of the market, a professional and
dedicated service team would consider the requirement of customers and
proactively assist them to process product certification.

(2) The Company has many labs which recognized by
well-known institutions worldwide and the only one that
able to provide the complete testing service for wireless
communication, mobile Conformance, and smart home in
Taiwan. The Company is in the industry to obtain the
product testing reports approved by the countries
worldwide, and the sites used for the certification must
comply with international standards for the Company to

98



issue the formal reports.

There are four 3M/10M standard open area test sites,
twenty-three 3M (9M in length , 6M in width , 6M in
height) sites , seven 3M (12M in length, 7M in width , 7M
in height ) standard indoor fully chambers and three 10M
(23M in length, 17M in width, 12M in height ) standard
indoor chambers for the Company to issue the formal
testing reports, and there are another five 3M (7M in
length, 4M in width, 3M in height ) EMI radio wave
isolation chambers which are used mostly to predict and
debug. Besides, there are ten 3M (9M in length, 6M in
width, 6M in height ) sites and two 3M standard indoor
fully chambers in China. Therefore, the Company is the
first fully automated testing lab of domestic professional
ones. In addition to improve the efficiency of testing, it
will help to win the OET orders from international
manufacturers in the future to make the Company more
competitive. In addition, the company has twenty-nine sets
of 2G, 3G and 4G (LTE) GCF/PTCRB RF (Radio Frequency)
and Protocol (Mobile Communication Protocol) testing
instruments, three sets of SIM, one set of TTY, two sets of
A-GPS, three sets of SUPL, two sets of USAT, 1 set of
MMS/VT/DM, two sets of NFC and 1 set of Field Trail
testing instruments, seventeen OTA chambers (ten in
Taiwan, six in China and one in the Bay Area of US) and
sixteen SAR Test sites. At present, the Company is the lab
with maximum OTA reports issued in the world, the
delivery volume of smartphone certification is the largest
in the US FCC as well. It is also the lab with the maximum
testing capacity for OTA worldwide and Asia GCF/PTCRB.

(3) The customers of the Company are stable and loyal. The
key factors of consideration for customers to choose the
lab are a good reputation, efficiency and quality of
service and the quality of testing equipment. The testing
company must provide customers with quick, complete
and precise services for test, modification and report in
order to meet the requirements of the customers' products
to develop and launch rapidly. The customers will not
replace the vendor easily after they have excellent
service satisfaction and are familiar with the operation of
the equipment on site. The Company has the most
complete testing equipment, the most widely distributed
testing sites and experienced technical team to provide
customers with the more complete and efficient test,
modification and report issuing services 24 hours a day,
7 days a week. The concept of operation " to service
customer with technology"” would help the customers
to launch their products rapidly. As a result, the
Company has a stable and loyal relationship with the
customer, and the good service reputation would help the
business development.

5. Advantageous, disadvantageous factors and solutions to the vision development
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(1) Advantageous factors

A. Countries worldwide have become increasingly strict with EMC and
Safety regulations and standards. And the EMC test of motor
vehicles and related components was included in the regulation since
January 1st, 2011. In the future, the EMC testing demands for such
products will have the opportunity to be increased annually.

B. The developed wireless Networking products, mobile phones and
future 10T related products combined with the development of
information & communication industry and wireless communication
technology will flourish, and the testing market has great potential to
develop. In recent years, the standard of living in Taiwan has been
continuously improved, and the demand for electronics, home
appliances and communication products is booming. Therefore, the
development of the industry will have rapid growth by an increase in
the demand for electronic information-related products, and the
driving of the launch of new products, the development potential of
the Company will be expectable.

C. The most complete testing sites and equipment with the maximum
capability in the industry.
In recent years, the market demand for EMC and safety testing
services has grown rapidly. Because of the increasing control of EMC
in developed countries worldwide, and Bureau of Standards,
Metrology and Inspection has promoted the EMC certification system
for electronic products, and consumers have pay more and more
attention to consciousness of the personal safety and environmental
protection. The Company is the professional company of EMC and
safety testing and certification, its labs have been recognized as the
qualified labs to issue the reports by BSMI of Taiwan, FCC of US,
VCCI of Janan and other countries. It is the most sizable and credible
professional company with a huge number of testing sites and various
qualifications for certification which has left the other small-sized
domestic vendors far behind. In addition, it has completed the
Conformance test for 2G/2.5G mobile phone in August 2015 and to
the 3G mobile phone in March 2016. Over the years, with the
development of mobile communication, it has provided the testing
service for 3.5G, 3.75G and WiMAX continually. In the fourth quarter
of 2011, 4G LTE testing equipment was completed which made the
Company became one of the companies to provide this service earliest
in Taiwan. In the second half of 2018, it has expanded its presence
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in 5G layout. It is the first lab in the world able to provide 5G mobile
phone testing and the one to get FCC certification for the first 5G NR
EHF mobile phone.

The advantage for RF UHF testing capacity: Since the automotive
short-wave radar, WiGig and WiHD are all transmitted with 60GHz
high-frequency group and synchronously support the wireless network
with the frequency group of 2.4GHz and 5GHz, the testing items and
costs of a single model are much more detail and expensive compared
to the last generation 802.11ac. Because it's speed and bandwidth are
10 ztimes faster than the traditional 2.4GHz and 5GHz. In addition, to
perform the better HD transmission in the fields of smartphones,
tablets and other mobile devices, it is one of the key technologies to
video streaming, video recording devices, and other advanced
products and would be extended to the applications to wireless TV,
VR and the other new products of 10T. In addition to the well-known
semiconductor manufacturers including Intel, Qualcomm and
Broadcom which have speedily processed the testing and verification,
the brand manufacturers of consumer electronics are also actively
planning to launch more new devices equipped with WiGig and
WIiHD spec which will provide the sensible business opportunity to
the Company in the future.

In addition to providing the mandatory and compliance testing
previously implemented by labs for mobile customers, the Company
has increased Field Trial services from the third quarter of 2015
which is closely related to the performance of mobile phone antennas.
It would process various tests on the performance and functions of the
devices in different environments such as urban, suburban, remote
suburbs and high humidity areas and movement conditions for
fix-speed, low-speed and high-speed to complement the various
situations which couldn't be simulated in chambers testing such as the
topographic relief, noise interference, weather changes and etc. With
the increasing coverage of 4G / LTE base stations, the carriers are
stricter on the requirements for outdoor communication and network
functions of brand operators. Since the brand image established by the
Company in mobile phone testing, and the advantages to be designated
by the US and China's major carriers for OTA, when Field Trial is
added to the list of service, it immediately got the designated testing
from the carriers in Europe, Americas, Asia and Australia, the current
service customers are located in including the United States, China,
Japan, Taiwan, Australia and Germany, France, Italy, Spain, Portugal,
the United Kingdom, Greece, and etc. In the term of mobile phone
customers requesting complete and total services, the addition of this
service item would expand the Company's competitive advantage and
increase the overall testing cost of each mobile phone as well.
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(2) Disadvantageous factors
A. It is difficult to recruit the professionals

Because of the vigorous growth in the semiconductors, electronic
information and network communication industries in Taiwan, the
electronic engineering talents are not enough to meet the demands
which became the secret worry in the future of the mid-term and
long-term development of various related industries.

Solutions :

a ~ Regularly participate in campus recruitment to expand the source
of the talents. .

b ~ Improve employee benefits such as travel subsidies, on-the-job
training and employee's bonus to attract outstanding talents.

c ~ lIrregularly organize or participate in seminars conducted by
authorities to exchange information concerning on electronic
product testing, and actively cultivate relevant talents for EMC,
Safety, Networking and mobile communications.

d ~ To build up the most advanced chambers to replace traditional
outdoor test sites with highly automated manner to reduce the
number of engineers.

e ~ Cultivating the employees for automated test software R&D,
because of the technical update and increasing application of
wireless RF products, in order to speed up the test process and
reduce the human error, the Company actively introduce the
automated test technology and develop the automated software
by the engineers.

Conclusion : After years of implementing the policy of recruiting and
retaining talents, in addition to attracting the top talents in the industry,
while enhancing the technical ability and loyalty of rank-and-file employees,
and actively training the management trainees.it is now the period with the
most stable personnel turnover since the establishment of the Company.

B.T he competition between the same trades is fierier

The electronic information industry has been developed rapidly in recent
years and the testing &and certification industry has developed in
tandem with it. However, most of the domestic labs engaged in
electromagnetic certification and safety testing are mostly small-sized.
They would lower their margin to get orders and make it the cutthroat
competition in the industry; the untrue reports with false contents or use
the same data for the different products, which would lead to unfair
competition. Despite that, the Company has the total solution of
mandatory and compliant testing; and owns the most service sites in
Taiwan, China and Korea to provide the most sufficient capacity. Thus,
it can stand out in the industry and maintain leadership.

Solutions :

a ~ Enhance technical service oriented of EMC, Safety wireless and
mobile communication test service, to narrow the distance with
customers by providing the required components for design and
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manufacture and the total solution

b ~ Establish the sites to meet international standards, construct an
automated test and computerized reporting system, fulfil
customers' demands with high-quality and quick testing services,
Increase the disparity with the competition in the industry, and
establish market segments.

¢ ~ Continue the investment to new technologies, new products and
talents, set up the complete testing capabilities, provide
differentiated services, and expand the leading advantage in the
same trade.

d ~ Actively communicate with authorities, require to enhance the
management to labs, reduce the occurrence of bad reports and
eliminate unqualified labs to avoid the vicious competition which
affecting the credibility of Taiwan testing industries in the
international market. The authority has put the face to this issue
by degrees at present. In the first half of 2019, a testing lab was
disqualified by the competent authority due to the false report.

e ~ Participate in the operation of relevant international standards
associations and participate in the formulation of technical
standards in order to stay on the top of the relevant new
technologies at the first moment and introduce them to the
testing services as soon as possible. Meanwhile, the
illustration meetings would be regularly held to share the latest
technical standards and information related to testing
requirements with customers. 2018, the Company has been
awarded by PTCRB as the most contributing testing lab for
four years in a row. It is one of the most concrete results in
participating in the development of new technologies.

Conclusion : After years of competition, we acknowledge the market principle of
survival of the fittest. Many vendors of the same trade have exited
the market one after another. It will be more obvious in the future.
(2) The significant applications and manufacturing

process of main products
B~ Significant applications of products

Item Applications or functions
Radio . . . . e . i .
Freauenc Provide the services of test report production, design modification and testing site
(Rl(i) andy for mobile phone SAR (Specific Absorption Rate), radio frequency (RF),
_ conformance test (2G, 2.5G, 3G, WCDMA, 4G / LTE), OTA (Over The Air)
mobile phone

. functional test to comply with regulatory standards to the countries of the world
certification

Electromagneti |Provide the services of Electromagnetic Interference (EMI) and Electromagnetic
¢ compatibility |Tolerance (EMS) test report production and testing site to computer & information
(EMC) products, Networking (wired) products, Networking(wireless) products, digital
certification  |consumer appliance, portable e data processors (PDA), electrical products,
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wearable products, Internet of Things products, lighting instruments and hand-held
electric tools, and modification of the electronic products’ spec and function to
comply with EMC  standards to the countries of the world.

Safety
certification

To test computer & information products, Networking (wired) products,
Networking (wireless) products, digital home appliances, handheld data processors
(PDAS), electrical products, toys, industrial machinery, and batteries in compliance
with national safety standards to prevent the products endanger personal safety
because of the factors such as the nature of the material, structure and the method
of use.

Anti-magnetic
components

To provide EMC-related anti-magnetic components, protection components and
electronic components required for electronic product design to the vendors.

2 ~ Manufacturing process of main products :

(1) Test process for electromagnetic compatibility, mobile phone and
safety certification:

Take order

y

Fail

A

Receive sample

1Q
> @ | Revise

OK

OK

Report, preparg

Deliver report
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(2) Manufacturing process of components :

Take order

v

Production

!

. .
Out-sourcing [

N

Purchase

A 4

Delivery

No

Yes

Storage

(3) Status of supply to materials

The major expenses of the business to the testing for electromagnetic compatibility, mobile
phone, and safety are personnel costs and no material purchasing requirement. The major
business of the component division is to sale and purchase the anti-magnetic parts. The
agency contracts for required products have been signed and the suppliers are dispersed.
The current supplying status is stable.

(4) The information of major suppliers for the past two years;

1. Name of suppliers
In Thousands of New Taiwan Dollars

Till the end of fir rter of
Year 2017 Year 2018 Hll the end of first quarter o
2019
Net Net Net
ltem percentag percentag percentag
N f N f N f
am Amount °0 am Amount €0 am Amount €0
e annual e annual e annual
purchases purchases purchases
(%) (%) (%)
Nonrelate |& A Nonrelate |& A Nonrelat
1 |4%(87,201 | 47.74) o M7 183807 | 3477 o ot 1Y 7120910 | 36.01) oot
dparty |% & dparty |4 & d party
a At Nonrelat Nonrelat Nonrelat
2 |7 136256 | 10.85 "o 114 |60,793 | 25.22| ¢ kx| 4215 | 1176 o or
B d party d party d party
Nonrelat Nonrelate |4 * Nonrelat
3 |WI+r[21531 | 1179 o ooC |ki4|38,863 | 1612 o oC |7 | 4015 | 1120 o oov
d party d party AT d party
+ 4 Nonrelate |# # Nonrelat Nonrelat
4 |7 |17,025 9.32] O NT T lo4724 | 10.26) "0 lig 4 0 0.00/ e
37 dparty | A7 d party d party
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5 Ot:er 20,652 |  11.30 Ot:er 32,843 | 1363 Ot:er 14,710 | 41.03
Net Net Net
182 241
purch 8 ’62 100.00 purch ’02 100.00 purch| 35,850 | 100.00
ases ases ases
Notel : The suppliers with more than 10% of the total purchase amount in the past two years have
been listed by the name, the purchase amount and the proportion of the purchase amount.
However, because of the limitation of the contract that the name of the supplier cannot be
revealed, or the trade party is an individual and not related, it could be listed with the code
name.
2. Name of customers : In Thousands of New Taiwan Dollars
Year 2017 Year 2018 Till the end of first quarter of
2019
Net Net Net
Item Nam t t t
Amount percentage Name Amount percentage Name | Amount percentage
e of annual of annual of annual
sales (%) sales (%) sales (%)
Nonrel Nonrel Nonrel
Other Other
1 S 3,029,513 | 100.00 | ated S 2,8996,644 | 100.00 | ated | Others| 707,247 | 100.00 | ated
party party party
Net |5 029,513 | 100.00 Net | 5 8996,644 | 100.00 Nt | 207,247 | 100.00
sales sales sales

Note 1 : The customers with more than 10% of the total sales amount in the past two years have
been listed by the name, the sales amount and the proportion of the sales amount. However,
because of the limitation of the contract that the name of the customer cannot be revealed,
or the trade party is an individual and not related, it could be listed with the code name.

(5) Output and value for production of the past two years
In Thousands of New Taiwan Dollars and

PCS
Year
Output Year 2017 Year 2018
&Value
Capacity Output Value Capacit Output Value
(or by division ) y
Income-Test Report - — 1,350,527 - — 1,329,540
Income-Safety - — 52,532 - — 59,134
Certification
Income-Components (Note 2) — — |(Note 2) — —
Total - — 1,403,059 - — 1,388,674

Notel : The Company is in technical activities.
Note2 - There's no component factory set up by the Company, all the production of finished

products

106




were outsourced, hence there is no capacity.

(6) Volume and value for sales of the past two years
In Thousands of New Taiwan Dollars and

PCS
Year
Volume
&
Value Year 2017 Year 2018
Main Product
(or by division )
Domestic Export Domestic Export
Volume | Value |Volume| Value [Volume| Value |[Volume Value
Income-Test Report - 1,944,040 - 756,200 - 1,662,605 - 945,401
Income-Safety - 64,044 - 20,011 - 63,799 - 27,0789
Certification
Income-Components | 263,125 | 106,211|342,468| 139,007|456,370| 123,584(344,928 174,1776
Total 263,125 (2,114,295(342,468| 915,218(456,370| 1,849,988(344,928| 1,146,656
I1l. Employees

Employees' information of the past two years up to the date of publication of the

annual report.

Year 2017 2018 Up to March 31,
2019 (Note)
Num Manager 57 58 57
ber Professional 422 418 441
of General Staff 169 158 149
empl
oyees Total 648 634 647
Average age 33.22 34.06 33.89
Average Seniority 5.52 6.45 6.22
Ratio PHD 0 0 0
of Master 4.63 4.73 5.10
educa College 92.29 91.96 91.81
tionall  Senior High 2.93 3.15 2.94
back )
groun Unde'r Senior 0.15 0.16 0.15
q High

Note : The information for the current year should be filled out up to the date of publication of the
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annual report.

IV. Information of the expenses for environmental protection

(1) The Company provides the service to electromagnetic compatibility and safety
certification for the electronic and electrical products, the required types of equipment
are measuring instruments, radio-isolated darkroom, antennas, personal computers
and etc., It is not the manufacturer, there are no serious pollution circumstances, nor
affected by The Restriction of Hazardous Substances in Electrical and Electronic
Equipment (ROHS) Directive, hence there is no verification from the International
Organization for Standardization is required.

(2) Total losses (including compensation) and disposition due to environmental pollution in
the current year and up to the date of publication of the annual report. :

None o

(3) Future countermeasures (including improvement measures) and expected expenses
(including the estimated amount of loss, disposition and compensation that may be
incurred without responding to the countermeasures. If it cannot be estimated
reasonably, the facts should be stated) : None

V. Labor relations
(1) Measures for employees' benefits, program and implementation of
training and retirement, collective bargaining, measures to
protect the various rights and interests of employees.
In order to enhance employee benefits, the Company
established the Committee of Employees' Welfare in
accordance with the law and contribute a certain percentage
of the welfare fund. The key welfare measures are as
followed:
1. Remuneration for employee
(1) Health and labor insurance and pension contribution
(2) Group insurance for international or domestic business trip
(3) In mid-May and mid-August every year, who has been with the Company
for more than three months will receive NT$5,000 payout.
(4) Monetary gifts of birthday (who has been with the Company for more
than three months): NT$500
(5) Party and lucky draw will be held in mid-year, Christmas and year-end.
(6) Sports meet and competitions
(7) Physiology check (free of charge)
(8) Club activity subsidy: up to NT$5,000 per month for each club
(9) Travel subsidy: up to NT$5,000 per year for each employee
(10) Wedding subsidy: NT$2,800
(11) Funeral subsidy: NT$2,100
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(12) Childbirth subsidy: NT$3,600
(13) Emergency allowances: NT$10,000, NT$30,000 or
(depends on individual circumstance)
2. Advanced study and training programs for the employees

(1) The Company provides a diverse and open learning environment for
employees. They would be able to challenge themselves and keep
updating through internal/external training, OJT, reading clubs, and
discussions with supervisors/colleagues. Meanwhile, employees could
obtain maximum satisfaction by the classes of the training program such
as new employee orientation, professional competency, managing ability,
self-inspiration and general education. On the other hand, the employees
could combine their personal and professional goals and explore a better
future by the planning of series and grades, job rotation, project and expat
assignment.

(2) The Company has stipulated “Regulation for employees’ on-job training
“and plan related training courses according to the requirements of
competency and professions to enhance employees' knowledge, improve
the overall quality of and performance. The related results in 2018 are as

NT$50,000

followed :

ltem Frequency Total Total Total
of Class Participants Hours Expenses

1. New employee 12 106 318 0
orientation
2. Professional 18 20 240 135 252
Competency
3.Mmanaging Ability 4 4 40 27,524
4. General Education 0 0 0 0
5. Self-inspiration 0 0 0 0
Total 34 130 598 162,776

3.Retirement program and implementation

The Company has set up “Committees of Employees' Retirement Preparation
Funds of Business Entities” to be in charge of the affairs related employee’s
retirement in July, 1998. According to the law, for the new employees and those
who choose to apply the new program of Labor Pension Statute, 6% of their
salary would be contributed and deposited monthly since July 1st, 2005, to the
segregated account of the funds for employees retirement in Bank of Taiwan and
the individual accounts in the Labor Insurance Bureau.

Besides, “Regulation of Employees' Retirement” had been approved by the
board of directors and remuneration committee in 2014,

Corporate

Pension Old New
Plan

Law to Labor Standard Laws Labor Pension Statutes
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apply

2% of the salary would be deposit to the

Method to  [segregated account in Bank of Taiwan
contribute  |(Previous : Central Trust of China) in the

name of The company. -

6% of the salary would be contributed and
deposited to the individual account in
the Labor Insurance Bureau by the
grading of insured amount

Amount to
contribute

The cumulative amount of employees'
retirement preparation funds was
NT$34,206,000 in 2018

The contribution for employers was NT$
23,336,000 in 2018.

4.Collective bargaining

The Company always in line with the operation concept of sharing coexistence
and prosperity with employees to deal the dispute between labor and
management. It attaches great importance to the employees’ opinions. In addition
to the internal meetings with the managing team twice a week, employees are
able to consult their problems in life and work through the formal or informal
communication channels of the Company. It helps to realize and understand each
other and get on the same page to achieve success. As a consequence, there’s no
serious labor dispute occurred up to date.

5. Working environment and personal safety to employees

The company is dedicated to reducing the hazards to employees' safety and
health and providing a safe and healthy working environment, including
providing necessary health and first aid equipment (AED) and implementing
safety and health education training for employees once a half year to prevent
occupational injury. It also encourages the employees to participate in club
activity such as hiking and swimming to promote their health.
Specific measures are as followed :
(1)The offices are strictly guarded by access control system throughout the day
and
the security guards at night and on holidays to ensure the employees'
property.
(2)To implement disinfection to the working environment annually to stay clean
and comfortable.

(3)Attach the importance to the public safety and hygiene of the offices, and set
up the breastfeeding room to protect the rights and interest of female
employees.

(4)Emergency buttons are set in the ladies room to notify the emergency situation
and ensure the safety of female employees.

(5)Fire equipment maintenance is scheduled monthly to ensure the safety.

(6)The exercises for firefighting and first-aid are held once a half year in
accordance with government regulations to increase the professional
knowledge of employees to ensure their safety.

(7)Hold the physical checkup for the employees annually to take care of their
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health.

(8)Set up prevention measures and grievance mechanisms to sexual harassment
to protect employees from it.

(9)If employees violate the rules of Ethical Corporate Management Best Practice
Principles or have misconduct, the others could report them to the auditing
office or via e-mail, and the contacts will review and process in accordance
with the articles of Incorporation.

(10) Labor insurance, health insurance, group insurance and travel insurance for
the business trip will be insured according to law. If an accident occurred,
the Personnel office will assist the employees to take care of the insurance
affairs.

(11) To purchase the fire and public liability insurance every year to secure the
employee's life and company property.

(12) Guidelines for natural disasters prevention” has been stipulated to arrange
disaster prevention, rescue precautions and notification procedures of
accidents/ occupational injury beforehand. It specified the responsibility and
tasks of all levels of personnel of the Company to respond before and after
the emergencies such as natural disasters, serious damages, and etc.

(2) The losses caused by labor disputes, estimated amount and response measures that
may
occur currently and in the future in the current year and up to the date of publication of
the
annual report :

The Company has harmonious labor relations since established. No losses ever
caused by any labor disputes since.
(3) Establish the regulation of employee behavior or code of ethics or not :

The Company has stipulated “Norms of Ethical Conduct” to regulate the behavior
and ethics for all staff of the Company. please refer to the detail in the official
website : http://www.sporton.com.tw/page.aspx?uid=233 - As to the new
employees, the orientation will be arranged monthly and the manual for new
employees orientation will be issued.

(4) Fulfillment of CSR :

The Company has dedicated to enhancing the awareness of environmental
protection and CSR for all employees. The operation team participate in charitable
activities actively and pay attention to CSR. - The significant contents of CSR

activities are as followed :

Project Believe

The Company has made donations continually since 2012. It is dedicated to
reducing the differences between urban and rural areas, providing resources for
community education and after-school tutoring which encourage the youths to

develop their self-confidence. There’re about 6,767 children of school age have
benefited from it in 2018.

Service to Deliver Meals to The Elderly by Chiayi Fu-yuan Service Association
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Holding to the spirit of "Decree by destiny and then help to each other", it adapts
to the changes in the current composition of the family, combine the strength of
the masses and integrate social resources to execute the service of meals delivery
and mutual canteen for the elderly in the community. The Company has made
donations continually since 2007. There’re 90 elderly people have benefited from
it in 2018.

Significant sponsored or donated activities in 2018:
1. Funds from corporate director : 4 BLRFE (Br) /N H]

Item Activity Object to receive / cooperate Amount
1 i Hsin Kang Foundation of Culture &
Outlay-Operation ) 1,700,000
Education
i Segregated account for Project
o | Special Funds to : . :
) ) Believe of Hsin Kang Foundation of 1,500,000
Project Believe .
Culture & Education
3 . Parents' Association to Jai Hsin
Outlay-Night Classes ] ) 100,000
Junior High
4 Cultural and Creative Cloud Gate Foundation of Culture &
150,000
Events Art
Total 3,450,000
2. Personal funds from President & X =
Item Activity Obiject to receive / cooperate Amount
1 | Performance- 5 55 #f < | Parents’ Association to National 400,000
fifi Singang Senior High School of Arts '
Segregated account for Service to
2| Service to Deliver Meals | Deliver Meals to The Elderly by 500,000
Chiayi Fu-yuan Service Association
3 i Singang Junior High Foundation of
Outlay-Night Classes ) 208,296
Education
4 Outlay-Library . . .
. Singang Junior High 270,000
Renovation
Total 1,378,296
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VI. Significant contracts

i the dates of beginning _
Nature |The parties concerned ) Contents |Restrictions
and ending
Purchase . Machines and
Rohde & Schwarz Taiwan 2015.03.30~2018.03.29 . none
contract equipment
Purchase . Machines and
Rohde & Schwarz Taiwan 2015.06.30~2018.06.29 . none
contract equipment
Purchase Chaintek Instruments Machines and
. 2015.08.27~2018.08.26 ) none
contract Limited. equipment
Purchase . . Machines and
Keysight Technologies 2015.11.26~2018.11.25 ) none
contract equipment
Purchase . Machines and
Evans Analytical Group 2015.12.15~2018.12.14 ) none
contract equipment
Purchase . Machines and none
Rohde & Schwarz Taiwan 2016.04.01~2019.03.31 )
contract equipment
Purchase . . Machines and none
Keysight Technologies 2016.08.30~2019.08.29 )
contract equipment
Purchase . Machines and none
Anritsu Company Inc. 2017.02.06~2020.02.05 )
contract equipment
Purchase . Machines and none
Rohde & Schwarz Taiwan 2017.04.10~2020.04.09 )
contract equipment
Purchase Chaintek Instruments Machines and none
. 2017.06.14~2020.06.13 .
contract Limited. equipment
Purchase . Machines and none
Rohde & Schwarz Taiwan 2017.06.20~2020.06.19 )
contract equipment
Purchase . Machines and none
Rohde & Schwarz Taiwan 2017.10.23~2020.10.22 )
contract equipment
Purchase . . Machines and none
Keysight Technologies 2018.07.17~2021.07.16 )
contract equipment
Purchase . Machines and none
Rohde & Schwarz Taiwan 2018.08.31~2021.08.30 .
contract equipment
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V1. Financial Status

(1) Concise consolidated assets and liabilities sheet

Unit: NT$ thousand

Year Financial analysis for the past five years (Note 1) Current year as of
March 31, 2019
ltem 2014 2015 2016 2017 2018 (Note 1)
Current assets 1,866,934| 2,519,099| 2,718,100\ 2,797,279| 2,748,373 2,880,294
Property, plantand |, g2 210| 1760,405 1,681,819 1,778.428| 1,951,002 1,940,770
equipment
Intangible assets 6,375 5,100 3,825 2,550 1,275 956
Other assets 35,269 76,006 126,917 53,876 53,329 118,526
Total assets 3,786,288 4,360,610 4,530,661 4,632,133| 4,753,979 4,940,546
Before | 200974 998273 1,080,868 952,664 934,647 897,398
Current |distribution
liabilities | After ) 226,366 1,532,865 1,632,372 1510544 (Note5) :
distribution
Non-current liabilities 620,848 140,390 86,668 94,475 89,083 136,446
_Be_for(? 1,359,822| 1,138,663| 1,167,536/ 1,047,139| 1,023,730 1,033,844
Total |distribution
liabilities After
distribution| 1,847 214| 1:673:255 1,719,040/ 1605019  (Note 5) -
Interests attributable
to parent company 2317 856 3,095,786| 3,212,832 3,421,667 3,555,221 3,726,057
owner T
Capital stock 839,787 890,859 900,515 914,557 923,966 923,966
Capital reserve 308,441 815,109 826,203 891,658 895,694 895,694
. .B(:’.‘for(? 1,146,870| 1,378,218| 1,526,857| 1,668,043| 1,800,732 1,947,321
Retained |distribution
canings | AMer | g10672| 834716 966312 1101018 (Note5) -
distribution
Other interests 22,758 11,600 (40,743)| (52,591)| (65,171) (40,924)
Treasury stock 0 0 0 0 0 0
Non-cantrolling 108,610 126,161 150,293  163,2327| 175,028 180,645
interests
Before
.o 12,426,466| 3,221,947 3,363,125 3,584,994 3,730,249 3,906,702
Total |distribution
equity After
distribution| 1,922,268 2,678,445 2,802,580 3,017,969| (Note5) -

Note 1: The financial information of March 31, 2019 was certified by the accountants.

Note 2: The retained earnings after distribution in 2015 was the surplus deducted what was
determined by the general shareholders’ meeting in 2016: surplus of NT$ 8,910 thousand used to
increase its capital, cash dividend NT$ 534,592 thousand, employees’ compensation NT$ 53,991
thousand including surplus of 5,200 thousand used to increase its capital, and compensation for
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Directors and Supervisors $NT 4,000 thousand.

Note 3: The retained earnings after distribution in 2016 was the surplus deducted what was
determined by the general shareholders’ meeting in 2017: surplus of NT$ 9,041 thousand used to
increase its capital, cash dividend NT$ 551,504 thousand, employees’ compensation NT$ 52,099
thousand including surplus of 5,000 thousand used to increase its capital, and compensation for
Directors and Supervisors $NT 4,500 thousand.

Note 4: The retained earnings after distribution in 2017 was the surplus deducted what was
determined by the general shareholders’ meeting in 2018: surplus of NT$ 9, 145 thousand used to
increase its capital, cash dividend NT$ 557,880 thousand, employees’ compensation NT$ 45,244
thousand including surplus of 4,300 thousand used to increase its capital, and compensation for
Directors and Supervisors $NT 4,500 thousand.

Note 5 : Waiting for the resolution of 2019 annual general shareholder’s meeting.
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(2) Concise individual assets and liabilities analysis sheet

Unit: NT$ thousand

Year Financial analysis for the past five years (Note 1) Current year as of
March 31, 2019
ltem 2014 2015 2016 2017 2018 (Note 1)
Current assets 1,634,204| 1,966,403| 2,103,432/ 1,992,604 1,993,509
Property, plantand | 4 54 g70| 1333.283| 1,288,145/ 1,284,952 1,163,501
equipment
Intangible assets 6,375 5,100 3,825 2,550 1,275
Other assets 521,184 774,899 850,415/ 1,050,895/ 1,195,455
Total assets 3,582,633| 4,079,685| 4,245,817 4,331,001| 4,353,740
Before 643,929 843,509 946,317 814,859 713,221
Current |distribution
liabilities|  After 1,131,321 1,378,101 1,497,821 1,372,739 (Note 5)
distribution
Non-current 620,848| 140,390 86,668 94,475 85,298
liabilities
Before 1,264,777| 983,899| 1,032,985  909,334| 798,519
Total distribution No relevant
liabilities After 1,752,169 1,518,491| 1,584,489 1,467,214 (Noteb5) information
distribution
Capital stock 839,787 890,859| 900,515/ 914,557 923,966
Capital reserve 308,441| 815,109 826,203 891,658/ 895,694
Before 1,146,870| 1,378,218| 1,526,857, 1,668,043| 1,800,732
Retained | distribution
earnings After 642,672 834,716| 966,312| 1,101,018, (Note 5)
distribution
Other interests 22,758 11,600 (40,743)] (52,591)| (65,171)
Treasury stock 0 0 0 0 0
Before 2,317,856 3,095,786 3,212,832 3,421,667 3,555,221
Total |distribution
equity After 1,813,658 2,552,284| 2,652,287| 2,854,642| (Note 5)
distribution

Note 1: The financial information above was certified by the accountants.

Note 2: The retained earnings after distribution in 2015 was the surplus deducted what was
determined by the general shareholders’ meeting in 2016: surplus of NT$ 8,910 thousand used to
increase its capital, cash dividend NT$ 534,592 thousand, employees’ compensation NT$ 53,991
thousand including surplus of 5,200 thousand used to increase its capital, and compensation for
Directors and Supervisors $NT 4,000 thousand.

Note 3: The retained earnings after distribution in 2016 was the surplus deducted what was
determined by the general shareholders’ meeting in 2017: surplus of NT$ 9,041 thousand used to
increase its capital, cash dividend NT$ 551,504 thousand, employees’ compensation NT$ 52,099
thousand including surplus of 5,000 thousand used to increase its capital, and compensation for
Directors and Supervisors $NT 4,500 thousand.
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Note 4. The retained earnings after distribution in 2017 was the surplus deducted what was
determined by the general shareholders’ meeting in 2018: surplus of NT$ 9, 145 thousand used to
increase its capital, cash dividend NT$ 557,880 thousand, employees’ compensation NT$ 45,244
thousand including surplus of 4,300 thousand used to increase its capital, and compensation for
Directors and Supervisors $NT 4,500 thousand.

Note 5 : Waiting for the resolution of 2019 annual general shareholder’s meeting.

(3) Concise consolidated comprehensive income sheet

Unit: NT$ thousand

Year Financial analysis for the past five years (Note 1) Current year as of
March 31, 2019
Item 2014 2015 2016 2017 2018 (Note 1)
Operating revenues | 2,921,759 3,156,938| 2,830,957| 3,029,513| 2,996,644 707,247
Gross profit 1,373,446| 1,534,181| 1,384,923| 1,424,708 1,359,582 307,995
Operating expenses 817,762| 944,947 890,583| 860,968 852,527 177,417
_Non-operating 10713 20,074 26|  26,547] 23,550 4,822
income and expenses
Income from
continuing operations 828,475  965,021| 890,609 887,515 876,077 182,239
before income tax
Net income of
continuing business 666,130, 779,073 710,829 727,792 715,340 152,814
units
Loss qf susper}ded 0 0 0 0 0 0
business unit
Net income (loss) 666,130 779,073| 710,829 727,792| 715,340 152,814
Other
comprehensive 18,469| (17,733)] (59,199)| (15,881)| (18,873) 28,411
income (net of tax)
Total Ci?]r;‘g’&eehe”s"’e 684,509| 761,340 651,630, 711,911 696,467 181,225
Net profit
attributable to the 632,538 740,054 688,368| 704335 700,180 151,361
Stockholders of
the parent
Net profit
attributable to 33592| 38119 22461 23457 15160 1,453
non-controlling
interests
Total comprehensive
income (loss)
attributable to the 647,288 724,388 639,798 689,883 684,766 175,608

Stockholders of the
parent
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Total comprehensive
income (loss)

attributable to 37,311 36,952 11,832 22,028 11,701 5,617
non-controlling
interests
Earnings per share 7.16 8.24 7.50 7.64 7.58 1.64
(Note 2)

Note 1: The financial information of March 31 2019 was certified by the accountants.

Note 2 : Surplus used to increase capital trace-back and adjust earnings per share of past years.
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(4) Concise individual comprehensive income sheet

Unit: NT$ thousand

Year Financial analysis for the past five years (Note 1) Current year as of
March 31, 2019
Item 2014 2015 2016 2017 2018 (Note 1)
Operating revenue 2,402,264| 2,521,838 2,141,249 2,329,560/ 2,429,813
Gross profit 991,816| 1,169,523| 1,015,503 1,027,557| 1,065,469
Operating income 609,695 758,018 692,791| 656,098/ 738,813
Non-operating 156,343| 135,336 143,827| 174,374 98,767
income and
expenses
Income from 766,038 893,354| 836,618/ 830,472 837,580
continuing
operations before
income tax
Net income of No relevant
continuing business 632,538 740,954 688,368 704,335 700,180 . .
units information
Loss of suspended 0 0 0 0 0
business unit
Net income (loss) 632,538/ 740,954| 688,368/ 704,335 700,180
Other
comprehensive 14,750/ (16,566)| (48,570)| (14,452)| (15,414)
income (net of tax)
Total comprehensive 647,288 724,388 639,798 689,883 684,766
income
Earnings per share
(Note 2) 7.16 8.24 7.50 7.64 7.58

Note 1: The annual financial information above was certified by the accountants.
Note 2 : Surplus used to increase capital trace-back and adjust earnings per share of past years.

(5) Names and Audit Opinions of CPAs for the Past Five Years

Year | Accountancy Firm Names of CPAs Audit Opinion

2018 | Deloitte & Touche | Ker-Chang Wu, Shu-Chung Yeh | unqualified opinion
2017 | Deloitte & Touche Hong-Bin Yu , Ming-Yu Chu unqualified opinion
2016 | Deloitte & Touche Hong-Bin Yu , Ming-Yu Chu unqualified opinion
2015 | Deloitte & Touche Hong-Bin Yu, Kenny Hong unqualified opinion
2014 | Deloitte & Touche | Hong-Bin Yu, Kenny Hong unqualified opinion
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2. Financial Analysis for the Past Five Years
(1) International Financial Reporting Standards (Consolidate)

Current year

Year Financial analysis for the past five years
as of March
. 31, 2019
Analysis Item 2014 2015 2016| 2017 2018 (Note 1
Debt to asset ratio 35.91 26.11 25.77 22.61 21.53 20.93
Financial -
structure It_ong ternt1 ca|c|)|tatl
(%) | O PrOPETY. PIaNtl 159 49 187.04  199.97] 201.58] 191.20 201.30
and equipment
ratio
Current ratio 252.64 252.35 251.47) 293.63] 294.05 320.96
Sol(\g/e;\cy Quick ratio 238.34|  219.39|  222.56| 280.12| 280.75 306.98
0
'”teresrtafi%"erage 250.09]  142.13|  660.22| 2,690.44 0 162.85
Receivable
turnover rate 3.73 3.57 3.08 3.18 2.80 2.52
(times)
Average cash 08 102 18 115 130 145
recovery day
Inventory
turnover 6.29 6.51 5.96 5.35 5.14 3.72
rate (times)
Operating | 2Yable turnover | g 1.94 172 173 164 1.22
. rate (times)
capacity Days sales
ys sal 58 56 61 68 71 98
outstanding
Property, plant
and equipment 1.65 1.74 164 175 1.61 1.45
turnover rate
(times)
Total asset
turnover 0.88 0.78 0.64 0.66 0.64 0.58
rate (times)
Rewm(%assets 2014/ 1926 1601 1589  15.24 12.68
Rewm(%eq“'ty 2073|  2759| 2159 2095  19.56 16.01
Pre-tax net profit
Profitabilit | to paid-in capital 98.65 108.32 98.90 97.04 94.82 78.89
y ratio (%)
Netp(r(f}:)'”ate 2280| 2468 2511 24.02| 2387 21.61
Earnings per
share 7.16 8.24 7.50 7.64 7.58 1.64
(NT$)
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Cash 'E'O‘/)O‘;" o |\ 95034 12244 10370, 8049 101.61 88.33
Cash flow
Cash flow adequ(%%/ ratio (Note) (Note) 113.26] 118.75 108.97 108.53
Cash
reinvestment ratio 17.73 16.60 12.62 4.21 71.24 3.52
(%)
Operating 2.68 2.49 252 268 277 2.95
Leverage leverage
Financial leverage 1.00 1.01 1.00 1.00 1.00 1.01

Reasons for changes in financial ratios over the past two years (Analysis of changes of under 20%
can be exempted)
1. Interest coverage ratio (times): Mainly due to the convertible corporate bond was due on
October 7th 2017 without interest expense.

2. Cash flow ratio: Mainly due to the net cash flow from operating activities in 2018 significantly
increased compared to that in 2017 and the current liabilities decreased compared to those in
2017.

3. Cash reinvestment ratio: Mainly due to the net cash flow from operating activities in 2018
significantly increased compared to that in 2017; also, compared to 2017, there was an
increase in 2018 in cash dividend, property, plant and equipment gross, and investment for
using equity method; however, its increasing ratio was smaller than that of the net cash flow

from operating activities.

(2) International Financial Reporting Standards (Individual)

Year Current year
Financial analysis for the past five years as of March
Analysis Item 31,2019
(Note 1)
2014 2015 2016 2017 2018
. : Debt to asset ratio 35.30 24.12 24.33 21.00 18.34
Financial -
structure Long term capital to
(%) property, plant and 203.12 237.50 249.42| 266.29) 305.56
equipment ratio
Current ratio 253.79 233.12 222.28| 24453 279.51
Sol(\;/e)ncy Quick ratio 244.25 225.24 199.68| 234.91 270.68
0
'”teresrta‘t:%"erage 231.32] 13165  620.26| 2,517.58 0| No relevant
- information
Receivable turnover 375 363 290 2 65 548
rate (times) ' ' ' ' '
Average cash recovery 97 101 126 138 147
Operating day
capacity Inventory turnover
rate (times) 6.29 6.51 5.96 5.35 5.81
Payable turnover rate 299 316 261 9 59 274

(times)
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Days sales outstanding 58 56 61 68 63
Property, plant and
equipment turnover rate 1.81 1.83 1.63 1.81 1.98
(times)

Total asset turnover 0.77 0.66 0.51 0.54 0.56
rate (times)

Return on assets (%) 20.35 19.49 16.56 16.43 16.12
Return on equity (%) 29.45 27.37 21.82 21.23 20.07

Pre-tax net profit to
Profitability | paid-in capital ratio (%) 91.22 100.28 92.90 90.81 90.65
Net profit rate (%) 26.33 29.38 32.15 30.23 28.82

Earnings per share
(NT$) 7.16 8.24 7.50 7.64 7.58

Cash flow ratio (%) 147.47 107.63 90.23 45.69| 129.57
Cash flow adequacy

(Note) (Note) 102.03| 102.86 100.17

Cash flow ratio (%)
Cash re'”‘z‘j/i;me”t Aol 1568 1061 782 (402) 777
Operating leverage 2.55 2.25 2.43 2.68 2.48
Leverage _ :
Financial leverage 1.01 1.01 1.00 1.00 1.00

Reasons for changes in financial ratios over the past two years ( Analysis of changes of under 20% can be
exempted)

1. Interest coverage ratio (times): Mainly due to the convertible corporate bond was due on October 7th
2017 without interest expense.

2. Cash flow ratio: Mainly due to the net cash flow from operating activities in 2018 significantly
increased compared to that in 2017 and the current liabilities decreased compared to those in 2017.

3. Cash reinvestment ratio: Mainly due to the net cash flow from operating activities in 2018 significantly
increased compared to that in 2017; also, compared to 2017, there was an increase in 2018 in cash
dividend, property, plant and equipment gross, and investment for using equity method; however, its
increasing ratio was smaller than that of the net cash flow from operating activities.

122




* If the Company has prepared an individual financial report, an individual financial ratio analysis
should also be prepared.
Note 1: The information of any year that hasn’t been certified by the accountants should be
indicated and stated.
Note 2: Before the date of publication of the annual report, if companies whose stock is listed on the
TWSE or traded on the TPEXx have any latest financial information certified by the accountants, it
should also be analyzed.
Note 3: At the end of the annual report, the calculation formula should be shown as follows:
* 1. Financial structure
(1) Debt to asset ratio = total liabilities / total assets
(2) Long term capital to property, plant and equipment ratio = (total equity + non-current liabilities)
/ net property, plant and equipment
2. Solvency
(1) Current ratio = current assets / current liabilities
(2) Quick ratio = (current assets - inventory - prepaid expenses) / current liabilities
(3) Interest coverage ratio = net profit before income tax and interest expense / interest expense in
the current period.
3. Operating capacity
(1) Receivable (including accounts receivable and notes receivable due to business) turnover rate =
net sales / average receivables for each period (including accounts receivable and notes
receivable due to business)
(2) Average cash recovery date = 365 / receivables turnover rate
(3) Inventory turnover rate = sales cost / average inventory
(4) Payable (including accounts payable and notes payable due to business) turnover rate = cost of
sales / average balance payable on each period (including accounts payable and notes payable
due to business)
(5) Days sales outstanding = 365 / inventory turnover rate
(6) Property, plant and equipment turnover rate = net sales / net average property, plant and
equipment value
(7) Total asset turnover rate = net sales / average total assets
4. Profitability
(1) Return on assets = [after tax profit and loss + interest expense x(1 - tax rate)] / average total
assets
(2) Return on equity = after tax profit and loss / average equity
(3) Net profit rate = after tax profit and loss / net sales
(4) Earnings per share = (profit or loss attributable to parent company owner - special dividend) /
weighted average number of issued shares (Note 4)
5. Cash flow
(1) Cash flow ratio = net cash flow from operating activities / current liabilities.
(2) Cash flow adequacy ratio = net cash flow from operating activities in the last five years /
(capital expenditure + inventory increase + cash dividend) in the last five years
(3) Cash reinvestment ratio = (net cash flow from operating activities - cash dividends) / (gross
property, plant and equipment + long term investment + other non-current assets + working
capital) (Note 5)
6. Leverage:
(1) Operating leverage = (net operating income - changing operating costs and expenses) /
operating profit (Note 6)
(2) Financial leverage = operating profit / (operating profit - interest expense)
Note 4: Please note the following issues regarding to calculation formula of the above earning per
share when evaluating:
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1. The basis is according to weighted average number of shares instead of number of shares
issued at end of year.

2. Anyone who has capital increased by cash or treasury share transactions should take the
weighted average number of shares into account during their circulation period.

3. Earnings or capital surplus transferred to common stock: when calculating the earnings per
share of the past years and the last half year, they should be tracked and adjusted in
accordance with the increased capital ratio, regardless of its publish period.

4. If the preferred stock is transferable cumulative preferred stock, the dividend of that year
(whether issued or not) should be deducted from net income after tax or increase the net loss
after tax. If the preferred stock is not cumulative, the dividend of preferred stock should be
deducted from net income after tax when there’s net income after tax. The adjustment is not
necessary if it’s loss.

Note 5: Please note the following issues regarding to cash flow analysis when evaluating:

1. Net cash flow of operating activities means the operating activity C in the cash flow table.

2. Capital expenditure means the amount of cash outflow of capital investment of every year.

3. The amount of increase in inventories should be included only when the amount at end of
year is larger than that at beginning of year. It should be calculated as 0 if the inventories at
end of year decrease.

4. Cash dividend includes common shares and preferred shares.

5. Property, plant and equipment gross means the total amount of property plant and equipment
before deducting the accumulated depreciation.

Note 6: The issuer should divide each operating cost and expense into fixed and changed categories. If it
involves estimation or subjective judgement, it’s important to mind the rationality and
consistency.

Note 7: If the Company’s share is non-par-value stock or face value is not NT$ 10, the above
calculation with ratio to paid-in capital should be changed to the ratio of interests attributable
to parent company owner in the balance sheet.
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3. Supervisors’ Review Report on the Financial Report of 2018

Sportan International Inc.
Supervisors’ Review Report
The financial statements of the Company for the year of 2018 prepared by the Board of
Directors have been inspected and verified by the accountants Harrison Wu and Vivian Yeh from
Deloitte & Touche, Along with the business report and the earnings distribution table verified by the
Supervisors, we are of the opinion that the above-mentioned documents correspond to the facts, and

hereby issue this report according to Article 219 in Company Act for your future reference.

To

The Company’s 2019 General Shareholders’ Meeting

Supervisor: Huang, Shu-Hua
Supervisor: Lin, Yan-Shan

Supervisor: Lin, Jing-Liang

May 3rd, 2019

125



The Company’s risk management for the changes in
foreign currency risk is to sign foreign exchange
forward contracts within the permission of transaction
procedures of the financial derivatives.

Please refer to Note 25 for the Company’s currency
asset of the non-functional currency and the carrying
amount of the currency liability on the balance sheet
date.

The Company’s sensitivity analysis only includes
outstanding net monetary item of foreign currency and
adjusts by 1% of the exchange rate of the Taiwan dollar
at the end of the period. The positive numbers in the
chart below indicate the amount that increases in the net
profit before tax when the New Taiwan Dollar
appreciates by 1% relative to other currency; whereas

the negative numbers shown when it depreciates by 1%.
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The impact of the Korean
The impact of the US dollar d o 1 1 a r
2018 2017 2018 2017

Affected amount
in profit or loss $ 10,595 $ 10,660 $ 47 $ 42

(2) Interest rate risk
The interest rate risk of the Company mostly comes
from fixed and floating interest rates of certificate
deposit.
The Company’s interest exposure risk of the financial
asset and liability carrying amount on a balance sheet

date is as follow:

Dec 31, 2018 Dec 31, 2017

Financial asset with cash flow
interest rate risk

$ 479,725 $ 492,672

The sensitivity analysis of the interest rate risk is
calculated based on fixed interest rate of the financial
asset at the end date of the financial reporting period
and changes in fair value price of the liability. If the
interest rate raises 1%, the annual cash inflow will
increase 4,797 thousand and 4,927 thousand dollars in
2018 and 2017 respectively.

Credit risk

Credit risk is referred to the risk of the Company’s
financial loss due the contract non-compliance by the
counterparty.

When conducting major transaction, the Company would
ask for a collateral or other rights for collateral from the
counterparty to reduce the Company’s credit risk effectively.
The management of the Company has assigned a special team

to determine the credit line limit, approve credit line, and
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conduct other monitoring procedure to ensure proper action
of collecting the overdue receivables has been taken. In
addition, the Company will review the recoverable amount
of the receivables on the balance sheet date to ensure the
non-recoverable amount has been recognized as impairment
loss. Therefore, the management of the Company believes the
credit risk of the Company has been significantly reduced.
Liquidity risk

The Company has sufficient operating funds, so there is no
liquidity risk for unable to comply contract obligation due to

insufficient funds.
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(24)
(1)

The Company’s

non-derivative financial liabilities

of

arranged repayment period are due as follow:

Dec 31, 2018

Less than 1 year 2~3

years Morethan3years I o t a 1

Non-derivative financial

liabilities
Labilities with 0% interest
rate $ 697,365 $ - $ - $ 697,365
Liabilities with floating
interest rate - - - -
$ 697,365 $ - $ - $ 697,365
Dec 31, 2017
Less than 1 More than 3
y e a r 2~3 yearsy e ar s T ot a l
Non-derivative financial
liabilities
Labilities with 0% interest
rate $ 764,299 $ - $ - $ 764,299
Liabilities with floating
interest rate - - - -
$ 764,299 $ - $ - $ 764,099

Related party transaction

Name of the related party and its relation

Name of the related party

The relation with the Company

Sporton Investment (SAMOA) Inc.
(Sporton Investment )
Sporton Holding (SAMOA) Inc.
(Sporton Holding )
Sporton International (Korea) Inc.
(Sporton International Korea )
International Certification Corp
(ICC)
Sporton International (Kunshan) Inc.
(Sporton International Kunshan )
Sporton International (Shenzhen)
Inc. (Sporton International
Shenzhen )
Sporton International (USA) Inc.
(Sporton International USA)

Operating transaction:

subsidiary
subsidiary
subsidiary
subsidiary
sub-subsidiary

sub-subsidiary

subsidiary

Revenue arising from rendering of

s e r \4 i C e s
2018 2017
$ 153,380 $ 165,561

subsidiary
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There is no significant difference between the price of
providing labor services to related parties and the regular
customer of the Company. The receivable terms for Sporton
International Kunshan, ICC, and Sporton International Shenzhen are within
4 months, 1 month, and 4 months after completing the labor services

respectively.
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Cost of labor service

2018 2017
subsidiary $ 134,050 $ 71,757

The Company’s price for assigned testing of related parties is
unable to compare because there is no other assigned testing
vendor. The payment term is within 4 months after completing

the labor service.

C o s t o f s a |l e s
2018 2017
subsidiary 3418 $ -

There is no significant difference between the price of buying
parts from assigned related parties and the regular customer of
the Company. The payment term is within 4 months after

purchasing the parts.

R e n t al in c o m e
2018 2017
ICC $ 14,094 $ 14,087

The Company leases equipment to the use of related parties.
The rental income is the monthly depreciated expense and

maintenance expense plus 3%.

A s s e t s d i s p o s a |1
2018 2017
Deferred disposition Deferred disposition
Disposition price profit or loss Disposition price profit or loss
Sporton
Internat
ional
Kunsha
n $ 31,887 $ 7811 $ - $ -

The net profit of the Company selling equipment to the
subsidiary is deferred and recognized as amortization by its

service life. On Dec 31, 2018, the deferred profit balance of the
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Company is 7,680 thousand dollars because of selling fixed assets

and it is recognized in the deduction investment using equity

method. The amortization deferred profit is 131 thousand dollars

in 2018 and is recognized as other revenue - other.

The outstanding balance on the balance sheet date is as follow:

Sporton International Kunshan
subsidiary

Sporton International Korea
Sporton International USA
Sporton International Kunshan
subsidiary

Sporton International Shenzhen

ICC

subsidiary

Accounts receivables of the related parties

Dec 31, 2018 Dec 31, 2017
$ 95,819 $ 246,720
10,323 -
$ 106,142 $ 246,720
Other accounts receivables of the related
p a T t i e S
Dec 31, 2018 Dec 31, 2017
$ 99,519 $ 100,291
45,810 -
38,007 54,902
1,950 5,356
$ 185,286 $ 160,549

Accounts payables of the related parties

Dec 31, 2018 Dec 31, 2017
$ 3,401 $ -

Other accounts payables of the related

p a T t i e s
Dec 31, 2018 Dec 31, 2017
$ - $ 320
A ccrued e X pense
Dec 31, 2018 Dec 31, 2017
$ 3,039 $ 3074

The total compensation in 2018 and 2017 for the directors and

other key managements is as follow:

Post-employment benefits
Short-term employee benefits

2018 2017
$ 357 $ 1,015
32,790 17,764
$ 33,147 $ 18,779
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The compensation of the directors and other key managements
are determined by the compensation committee based on personal
performance and market trend.

(25) Significant foreign asset and liability information

The following information is expressed in foreign currency
summary besides functional currency. The disclosed exchange rate
is the exchange rate of such foreign currency to functional currency.
The information on significant foreign asset and liability is as

follow:
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Unit: foreign currency thousand dollars / New Taiwan thousand

Dec 31, 2018

Foreign currency assets

Foreign currency

Exchange rate

dollars

New Taiwan Dollars

Monetary items

US dollars

Korean dollars

Non-monetary items

Investment using
equity method

US dollars

Korean dollars

Foreign currency liabilities

Monetary items
US dollars

Dec 31, 2017

Foreign currency
a s s e t s

Monetary items

US dollars

Korean dollars

Non-monetary items

Investment using
equity method

US dollars

Korean dollars

Foreign currency liabilities

Monetary items
US dollars

$ 34,658
167,666

33,509
(1,707,548)

170

$ 36,731

150,196

29,477
( 1,708,483)

912

30.72
0.02775

30.72
0.02775

30.72

29.76

0.02812

29.76
0.02812

29.76

$ 1,064,694
4,653

1,029,398
( 47,384)

5,222

$1,093,115

4,224

877,240
( 48,042)

27,141

The annual foreign currency exchange profit (loss) in 2018 and

2017 are 18,521 thousand and 39,990 thousand dollars respectively.

It is unable to disclose every currency exchange profit or loss other

than significant ones due to the variety of the foreign currency

transactions.
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(26) Notes on disclosed item

(I)  Significant transaction related item and (II) joint venture
information:
N o .[I t e mN ot es
1 |Capital loans to others. None
2 |Endorsement guarantee to others. None
Status on holding securities at the end of the period. (not
3 including investments in subsidiary, affiliate, and joint| Note 1
venture)
Accumulated buying or selling the same securities for| None
4 over 300 million New Taiwan dollars or more than 20%
paid-in capital.
5 Acquire real estate for over 300 million New Taiwan| None
dollars or more than 20% paid-in capital.
6 Dispose real estate for over 300 million New Taiwan| None
dollars or more than 20% paid-in capital.
7 Purchase or sale with related parties for over 100 million Note 2
New Taiwan dollars or more than 20% paid-in capital.
Accounts receivables with related parties for over 100
8 million New Taiwan dollars or more than 20% paid-in| Note 3
capital.
9 |Conduct derivative product transaction None
10 |Investee information Note 4
(IIT) China investment information:
N o .I t e mN ot es
Investee company name in China, main business item,
paid-in capital amount, investing method, fund
remittance status, shareholding ratio, current profit or
1 loss and recognized investment profit or loss,, Noteb5
investment carrying amount at the end of the period,
repatriated investment profit or loss, and limit in
investment amount for mainland China.
Significant transaction item, price, payment condition and
2 unrealized profit or loss occur directly or indirectly via| Note 5
the 3rd regions with investee company in China.
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Note 1 securities holding status at the end of the period:

Unit: NT$ thousand/Original currency thousand dollars

Relation with the E n d o f t h e p e r i od
Company of holding|Securities type and name e Recognized account|Thousand share /|c a r r y i n g|ShareholdinfFair valueN o t e
securities 1ssuer thousand unitlag m o u n t|g ratio%
Sporton Tai-Tech Advanced None Fair value 576 $ 17,002 0.63 $ 17,002
International Inc. Electronic Co., Ltd. through other
comprehensive
income
financial
assets -

non-current
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Note 2 Purchase or sale with related parties for over 100 million New Taiwan dollars or more than 20% paid-in capital:

Unit: NT$ thousand

Purchase or sale company

Name of the counterparty

Relation

T r a n

s a c t i

o n d

e t a il

Detail and reason why transaction terms are

different from

regular transaction

Notes/Accounts receivable (payable)

Purchase / sale

Amount

Ratio of total
purchase / sale

Credit line period

Unit price

Credit line period

Balance

Ratio of total
notes/Accounts
receivable (payable)

Remark

Sporton
International
Inc.

Sporton
International
Kunshan

Sub-subsidiary of
the Company

Sale

($ 136,021)

%
( 06)

Within 4
months after
completing
the labor
service

accounts
receivable
$ 95,819

10
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Note 3 Accounts receivables with related parties for over 100 million New Taiwan dollars or more than 20% paid-in capital:

Unit: NT$ thousand

Accounts receivable

Accounts receivable

Overdue accounts receivable of related parties

Recoverable amount of the

Allowance amount

c ompany Name of the counterparty|R e I'atiomn Zf ;el;”ead f‘arctiez Turnover rate A m o u n t|Treatment method ;C;Ttri“:sm:ifvflf “Pfe’ilfffﬂ for doubtful debts
Sporton Sporton International|Sub-subsidiary of the|accounts
International Inc. | Kunshan Company receivable 0.79 - - - -
95,819
other
receivable - - - - -
38,007
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Note 4 Investee company information:

Unit: NT$ thousand/Original currency thousand dollars

Investing company name

Investee company name

Region

Main business items

Original investing amount

Holding at the end of the period

carrying

Current net profit
or loss of the

Current recognized
investment profit or

Remark

End of current period| End of last year|Thousand share / thousand unit| Ratio % amount investee company|l ° s s
Sporton Sporton Investment Samoa General $ 63828 | $ 63828 | USD 2,017 (Note 9528 | $ 57,103 |($ 4,004)|($ 3,815)
International (SAMOA) Inc. investment 1)
Inc.
Sporton Holding (SAMOA) (Samoa General 243,369 243,369 USD 7,545 (Note 83.60 870,116 93,591 78,242
Inc. investment 1)
International Certification |Taiwan Electronics 60,000 60,000 6,000 100.00 137,910 18,531 18,531
Corp
Sporton International (USA) |USA Electronics 138,195 - USD 4,500 (Note | 100.00 102,179 |( 35,393) | ( 35,393)
Inc. iy
International Ding-ji Investment Inc. Taiwan General - 50,000 - - - 41 41 Note 2
Certification investment
Corp

Note 1 : Expressed in investing amount.

Note 2 : Ding-ji Investment Inc. has completed liquidation in November 2018.
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Note 5 Investment information in China:

1. Investee company name in China, main business item, paid-in capital, investing method, fund remittance status, shareholding ratio, current profit or loss and recognized

investment profit or loss, investment carrying amount, repatriated investment profit or loss:

Unit: NT$ thousand/Original currency thousand dollars

Accumulated|Repatriated or recovered
Investee com pany Mb a . i n P . Investing ;[e“;)east':lr;gtesz(;l;?; fnvesting amount of the period ?I;C;l;n::aie:pial:\;?:ltizg Current profit or loss of Direct o il]di}'eit E‘il—ersii\le;lec;ri?iitzzdr ?DOk value of the Invest.menl profit
. . usiness(Paid-in capitallme t h od R - ) shareholding ratio % investment at the end of [repatriated back to
name in China i t e m (Note 1) Eal,w a.n atf ttklle Re pa triated|Recovered irc;m ;le:w\elan;letlr\eiinj the investee company of the Company ° s the ©perio d|Taiwanas of this period
eginning o e
p e r i o d
Sporton International| Electronics $ 292,503 ) $ 239,295 | $ - $ - $ 239,295 | $ 93,621 83.60 $ 78,268 $ 869,360 $ -
Kunshan USD?9,039 USD 7,415 USD 7,415 (Note 2) (Note 2)
thousand dollars thousand dollars thousand dollars
Sporton International Electronics 16,269 ) -1 9 16,269 - 16,269 | ( 4,129) 95.28 ( 3,934 ) 11,392 -
Shenzhen USD550 thousat| UsD 550 USD 550 (Note 2) (Note 2)
thousand dollars thousand dollars

2. Total investment amount in China:

Accumulated investing amount repatriated from Taiwan to China at the end of the period

Investing

amount

approved by MOEAIC

Limits on investing amount in China according to the MOEAIC (Note 5)

$ 255,564
USD 7,965 thousand dollars

$298,773
USD 9,305 thousand dollars

$2,238,149

Note 1: There are three investment methods, label in category:

(- )Direct investing in China.

(= )Investing in China via the 3rd region company.

(= )Other method.

Note 2 : Current recognized investment profit or loss is from the financial report approved by accountant.

Note 3 : Dec 31, 2018 exchange rate at the end of the period USD : NTD=1: 30.72.

Average exchange rate of 2018 USD : NTD=1 : 30.15.

Note 4: According to the MOE No0.09704604680 amendment of “investing in China or technology cooperation review guideline” on Aug 29, 2008, the limit of the accumulated

investment in China is 60% of the net value or consolidated net value, whichever is higher.

3. Significant transaction of direct or indirect investing in China:

Shenzhen

from rendering of
services

T r an s ac t i o n t m |Notes/Accounts receivable (payable)|Unrealized profit or loss
Name of the related parties|Relation between the Company and the related parties| Transaction typelA m o u n t P " Compared with regular ;
r i ¢ Payment terms| . s .ciion/B @ |l @ n c e[Percentage (%)
Sporton International Kunshan [Subsidiary of Sporton Holding (SAMOA) [Revenue arising $ 136,021 Negotiated by Negotiated by No significant $ 95,819 100% $ -
Inc. from rendering of both parties both parties difference
services
" " Cost of rendering 127,876 ” ” ” - - -
service
" " Sale of assets 31,887 ” ” ” - - -
Sporton International Sporton Investment (SAMOA) Inc. Revenue arising 14 " " " - - -
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4.
5.
6.

16

Revenue of sale
Cost of sale

3,418

3,401 ) 100%

Directly or indirectly investing in China and provide fund accommodation: None.

Other transaction with significant impact on current profit or loss or financial status: None.
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Audit Report of Independent Accountants

To the Board of Directors and Shareholders of Sporton International Inc. :

Audit opinion

We have audited the accompanying consolidated balance sheets of
Sporton International Inc. (the “Group”) and its subsidiaries as at
December 31, 2017 and 2018, and the related consolidated statements of
comprehensive income, of changes in equity and of cash flows for the
years of 2018 and January 1 to December 31, 2017 then ended, and notes to
the consolidated financial statements (including a summary of significant
accounting policies).

In our opinion, the accompanying consolidated financial statements
present fairly, in all material respects, the consolidated financial status of
the Group and its subsidiaries as at December 31, 2017 and 2018, and their
consolidated financial performance and cash flows for the years of 2018
and January 1 to December 31, 2017 then ended in accordance with the
“Regulations Governing the Preparations of Financial Reports by
Securities Issuers” and the International Financial Reporting Standards,
International Accounting Standards, IFRIC Interpretations, and SIC
Interpretations as endorsed by the Financial Supervisory Commission.
Basis for audit opinion

We conducted our audits in accordance with the “Regulations
Governing Auditing and Attestation of Financial Statements by Certified
Public Accountants” and generally accepted auditing standards (GAAS).
Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the financial Statements section
of our report. We are independent of the Group and its subsidiaries in
accordance with the Code of Professional Ethics for Certified Public
Accountants (the “Code”), and we have fulfilled our other ethical

responsibilities in accordance with the Code. We believe that the audit
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evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
Key audit matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the Group and its
subsidiaries 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, we do not provide a separate opinion on these matters.

The most significant key audit matters in our audit of the consolidated
financial statements of the current period are as follows:

Valuation of revenue arising from rendering of services

The main revenue income of the Group and its subsidiaries are from
rendering of services, which is 90% of the total revenue income in 2018.
Due to the competitive market in electronics and slow growth in economy,
the revenue arising from rendering of service in 2018 is 3% less than in
2017. 55% of it comes from the top 20 customers. Parts of the revenue from
the top 20 customers are not affected by the competitive market in
electronics and slow growth in economy mentioned above, instead, the
revenue has increased. Thus, we consider the valuation of the revenue
arising from rendering of services from the top 20 customers who have
increased in revenue in 2018 a key audit matter. For accounting policies on
valuation of the revenue arising from rendering of services, please refer to
Note 4 on the consolidated financial report.

We performed the following audit procedures including
understanding the major internal control design and execution
effectiveness and the valuation of the revenue arising from rendering of
services from the top 20 customers of increased revenue in 2018 to the key
audit matter mentioned above.

Other item
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The Group has prepared a financial report of 2018 and 2017 and is
unqualified audited by us for reference.

Responsibilities of management and those charged with governance for
the consolidated financial statements

Management is responsible for the preparation and fair presentation of
the consolidated financial statements in accordance with the “Regulations
Governing the Preparations of Financial Reports by Securities Issuers” and
the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations as endorsed by
the Financial Supervisory Commission, 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 supervisors, are responsible
for overseeing the Group’s and its subsidiaries’ 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 GAAS will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if,
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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 GAAS, we exercise professional

judgement 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 countermeasures to those risks,
and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

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

Conclude on the appropriateness of management’s use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group’s and its subsidiaries’
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 audit
opinion. Our conclusions are based on the audit evidence obtained up

to the date of our auditor’s report. However, future events or
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conditions may cause the Group to cease to continue as a going

concern.

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

6. Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group and
its subsidiaries to express an audit opinion on the consolidated
financial statements. We are responsible for the direction, supervision
and performance of the group and its subsidiaries 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 also provide those charged with governance with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance,
we determine those matters that were of most significance in the audit of
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.
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For and on behalf of Deloitte Touche Tohmatsu Limited

Accountant Wu, ke-chang Accountant Yeh, shu-juan

Financial Supervisory Commission Financial Supervisory Commission R.O.C
R.O.C (Taiwan) Approved Number (Taiwan) Approved Number
1000028068 0990031652

Feburary 20th, 2019
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SPORTON INTERNATIONAL INC. AND ITS SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
December 31, 2018 and 2017

Unit: NT$ thousand

December 31, 2018 December 31, 2017
CODE ASSETS AMOUNT % AMOUNT %
Current Assets
1100 Cash and cash equivalents (Note 4 & 6) $ 1,069,923 23 $ 1,526,792 33
1136 Amortized cost financial assets - current (Note4 & 7) 369,260 8 - -
1147 Bond investments with no active market - current ( Note 8) - - 85,340 2
1150 Notes receivables ( Note 4 & 9) 14,205 - 7,074 -
1170 Trade receivables ( Note 4 & 9) 1,116,935 23 1,004,574 21
130X Inventories (Note 4 & 10) 52,556 1 33,773 1
1476 Other financial assets - current 48,030 1 44,517 1
1479 Other current assets - other 77,464 2 95,209 2
11XX Total current assets 2,748,373 __ 58 2,797,279 __ 60
Non-current Assets
1517 Fair value through other comprehensive income financial
assets — non-current (Note4 & 12) 17,002 1 - -
1543 Financial assets measured at cost - non-current (Note 4 &
13) - - 13,172 -
1600 Property, plant and equipment (Note 4 & 14) 1,951,002 41 1,778,428 39
1780 Intangible assets (Note 4 ) 1,275 - 2,550 -
1840 Deferred tax assets (Note 4 & 21) 7,505 - 12,030 -
1985 Long-term lease prepayments ( Note 15) 14,267 - 14,876 1
1920 Refundable deposits 10,826 9,533 -
1990 Other non-current assets 3,729 - 4,265 -
15XX Total non-current assets 2,005,606 _ 42 1,834,854 40
1IXXX Total Assets $ 4,753,979 _100 $ 4,632,133 _100
CODE LIABILITIES AND EQUITY
Current liabilities
2150 Notes payable $ 18,895 - $ 11,197 -
2170 Accounts payable 148,926 3 90,892 2
2209 Accrued expenses 650,512 14 677,451 15
2219 Other payables - - 50,901 1
2230 Current tax liabilities (Note 4 & 21) 81,789 2 60,711 1
2399 Other current liabilities 34,525 1 61,512 2
21XX Total current liabilities 934,647 20 952,664 21
Non-current liabilities
2570 Deferred tax liabilities ( Note 4 & 21) 78,720 2 87,020 2
2640 Accrued pension liabilities - non-current (Note 4 & 17) 6,578 - 7,455 -
2645 Refundable deposits 3,785 - - -
25XX Total non-current liabilities 89,083 2 94,475 2
2XXX Total liabilities 1,023,730 22 1,047,139 23
Equities attributed to stockholders of the Company
Capital
3110 Capital - common stock (Note 18) 923,966 19 914,557 20
3200 Capital reserve (Note 18) 895,694 19 891,658 19
Retained earnings (Note 19)
3310 Legal reserve 679,044 14 608,611 13
3320 Special reserve 52,591 1 40,743 1
3350 Unappropriated retained earnings 1,069,097 _ 23 1,018,689 _22
3300 Total retained earnings 1,800,732 38 1,668,043 36
Other equities (Note 4)
3410 Exchange differences resulting from translating the
financial statements of foreign operations ( 69,351) ( 1) ( 52,591) 1)
3420 Unrealized gains or losses on fair value through other
comprehensive income financial assets 4,180 - - -
3400 Total other equities ( 65,171) _ 1) ( 52,591) (__1)
31XX Total equities attributed to stockholders of the Company 3,555,221 75 3,421,667 74
36XX Non-controlling interest 175,028 _ 3 163,327 _ 3
3XXX Total equities 3,730,249 78 3,584,994 77
Total liabilities and equity $ 4,753,979 100 $ 4,632,133 100
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The accompanying notes are an integral part of these financial statements.

Chairman : Huang, wen-liang Manager : Huang, wen-liang Accounting : Pan, feng-wen
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SPORTON INTERNATIONAL INC. AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

December 31, 2018 and 2017

Unit: NT$ thousand except for
earnings per share amounts

2018 2017
Code Amount % Amount %
Operating revenues (Note
4)
4100 Sales revenue $ 297,760 10 $ 245,218 8
4600 Service revenue 2,698,884 90 2,784,295 92
4000 Total operating
revenues 2,996,644 100 3,029,513 100
Operating costs
5110 Cost of goods sold
(Note 10) 221,947 8 183,154 6
5600 Service costs 1,415,115 47 1,421,651 47
5000 Total operating
costs 1,637,062 55 1,604,805 _ 53
5900 Operating margin 1,359,582 45 1,424,708 47
Operating
expenses
6100  Selling expenses 252,411 9 303,869 10
6200 Administrative
expenses 207,709 7 215,042 7
6300 Research and
development
expenses 42,107 1 44,829 2
6450 Expected credit
impairment gain 4,828 - - _ -
6000 Total operating
expenses 507,055 17 563,740 19
6900  Net operating income 852,527 28 860,968 28
Non-operating income and
expenses
7100 Interest income from
bank deposits 13,302 1 9,334 -
7130 Dividend revenue 979 - 922 -

7190 Other revenue - other 1,640 - 1,952 -
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7210

7225

7230

7510
7590

Gain on disposal of
assets

Gain on disposal of
investment

Gain on foreign
currency exchange

Interest expenses

Miscellaneous
Disbursements

( continue)

12,266
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( previous)

Code
7610

7630

7000

7900

7950

8200

8310

8311

8316

8360

Loss on disposal of
property, plant, and
equipment

Loss on foreign
currency exchange

Total
non-operating
income and
expenses

Profit before income tax,
net

Income tax expense ( Note 4
&21)

Net income

Other comprehensive
income
Not reclassified to
profit or loss :
Measure on
defined benefit
plans
Unrealized gains
or losses on fair
value through
other
comprehensive
income
financial assets
Total components of

other

comprehensive

income that will be

reclassified to profit

or loss :

2018 2017

A mount % A mount %
(6 400) NG 31) i
: . (___35578) (__1)

23,550 1 26,547 1
876,077 29 887,515 29
(_ 160737) (_5) (__159723) (__5)
715,340 24 727,792 24

( 116) - 2604) i
1,462 - - -
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8361

8300

8500

8610

8620

8600

Exchange
differences on
translation of
foreign financial
statements

Total other
comprehensive
income, net

Total comprehensive
income

Profit attributable to
Stockholder of the
Company
Non-controlling
interest

( continue)

(__20219) (__1) (__ 13277)
(__18873) (__1) (__ 15881)
$ 696,467 23 $ 711911
$ 700,180 23§ 704,335
15,160 1 23,457
$ 715,340 24 $ 727,792
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( previous)

2018 2017
Code Amount % Amount %
Total comprehensive
income Profit
attributable to
8710 Stockholder of the
Company $ 684,766 23 $ 689,883 23
8720 Non-controlling
interest 11,701 - 22,028 1
8700 $ 696,467 _23 $ 711,911 _24
Earnings per share (Note 4
&19)
9710 Basic $ 7.58 $ 7.64
9810 Diluted $ 7.55 $ 7.61

The accompanying notes are an integral part of these financial statements.
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Chairman : Huang, wen-liang Manager : Huang, wen-liang Accounting : Pan, feng-wen
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Code
Al

11

Bl
B3
B5
B9

c7

T1

o1

D1

D3

D5

Z1

A3

A5

Bl
B3
B5

B9

Balance as of Jan 1, 2017

Corporate bond change to common
stock (Note 16)

Appropriation of 2016 earnings
(Note 19)
Legal reserve
Special reserve
Cash dividends
Cash dividends

Changes in other capital reserve :
Changes in associates accounted
for using equity method

Employee bonus stock transferred
to common stock

Non-controlling interest

Profit of 2017
Other profit or loss of 2017
Total profit or loss of 2017

Balance at Dec 31, 2017

Numbers of retrospective
application (Note 3)

Adjusted balance of Jan 1, 2018

Appropriation of 2017 earnings
(Note 19)
Legal reserve
Special reserve
Cash dividends

Cash dividends

SPORTON INTERNATIONAL INC. AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

2018 and Jan 1 to Dec 31, 2017

attributed t o

s tockholder-r

h e

Company

Equity

Unit: NT$ thousand

C a p i t a 1 R et ained e arnimngs
Unrealized
Exchange gains or losses
differences on on fair value
translation of through other
Unappropriate f o r e i g n comprehensive
Shareholding d retained financial income Non-controlling
(thousand) A m o u n t Capital reserve Legal reserve Special reserve earnings statements financial assets T o t a 1 interest Total equities
90,052 $ 900,515 $ 826,203 $ 539,774 $ - $ 987,083 ($ 40,743 ) $ - $ 3,212,832 $ 150,293 $ 3,363,125
471 4,706 60,733 - - - - - 65,439 - 65,439
- - - 68,837 - ( 68,837 ) - - - - -
- - - - 40,743 ( 40,743 ) - - - - -
- - - - - ( 551,504 ) - - ( 551,504 ) - ( 551,504 )
904 9,041 - - - ( 9,041 ) - - - - -
. . 17 - - - . . 17 ( 17) .
29 295 4,705 - - - - - 5,000 - 5,000
- - - - - - - - - ( 8,977 ) ( 8,977 )
- - - - - 704,335 - - 704,335 23,457 727,792
- - - - - ( 2,604 ) ( 11,848 ) - ( 14,452 ) ( 1,429 ) ( 15,381 )
- - - - - 701,731 ( 11,848 ) - 689,883 22,028 711,911
91,456 914,557 891,658 608,611 40,743 1,018,689 ( 52,591 ) - 3,421,667 163,327 3,584,994
- - - - - ( 350 ) - 2,718 2,368 - 2,368
91,456 914,557 891,658 608,611 40,743 1,018,339 ( 52,591 ) 2,718 3,424,035 163,327 3,587,362
- - - 70,433 - ( 70,433 ) - - - - -
- - - - 11,848 ( 11,848 ) - - - - -
- - - - - ( 557,880 ) - - ( 557,380 ) - ( 557,880 )
915 9,145 - - - ( 9,145 ) - - - - -
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T1 Employee bonus stock transferred

to common stock (Note 20) 26 264 4,036 - - - - - 4,300 - 4,300
D1 Profit of 2018 - - - - - 700,180 - - 700,180 15,160 715,340
D3 Other profit or loss of 2018 - - - - - ( 116 ) ( 16,760 ) 1,462 ( 15,414 ) ( 3,459 ) ( 18,873 )
D5 Total profit or loss of 2018 - - - - - 700,064 ( 16,760 ) 1,462 684,766 11,701 696,467
z1 Balance at Dec 31, 2018 92,397 $ 923,966 $ 895,694 $ 679,044 $ 52,591 $ 1,069,097 ($ 69,351 ) $ 4,180 $ 3,555,221 $ 175,028 $ 3,730,249

The accompanying notes are an integral part of these financial statements.

Chairman : Huang, wen-lian Manager : Huang, wen-lian Accounting : Pan, feng-we
g g g g g g g
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SPORTON INTERNATIONAL INC. AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
2018 and Jan 1 to Dec 31, 2017

Unit: NT$ thousand

Code 2018 2017
Cash flows from operating activities
A10000 Income before income tax $ 876,077 $ 887,515
A20010 Adjustments to reconcile profit
(loss)
A20100 Depreciation expense 309,289 289,925
A20200 Amortization expense 2,976 2,814
Expected credit impairment

loss (or gain) 4,828 -
A20300 Bad debt expense - 50,691
A20900 Interest expense - 330
A21200 Interest income ( 13,302) ( 9,334)
A21300 Dividend revenue ( 979) ( 922)
A22500 Loss on disposal or retirement

of property, plant, and

equipment 400 31
A23000 Profit of disposal non-current

assets for sale - ( 42,553)
A23200 Profit of disposal investment

with equity method - ( 10,683)
A23800 Loss on inventories value and

dull on reversal of

impairment loss ( 3,536) ( 573)
A24100 Gain or loss on foreign

currency exchange - net ( 12,266) 35,578
A29900 Amortization on long-term

lease prepayment 315 311
A30000 Changes on operating assets and

debts - net

A31130 Increase or decrease in notes

receivable ( 7,131) 27,856
A31150 Increase in trade receivable (  104,923) ( 234,100)
A31160 Increase or decrease in trades

receivable - related parties - 2,551
A31190 Increase or decrease in other

receivable - related parties - 12,949
A31200 Decrease in inventories ( 15,247) 1,479
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A31240
A31250
A31990
A32130
A32150
A32180
A32230
A32230

A32240

( Continue)

Decrease in other current
assets

Increase or decrease in other
financial assets

Decrease in other non-current
assets

Increase or decrease in notes
payable

Increase or decrease in
accounts payable

Increase or decrease in other
payables

Increase or decrease in
accrued expenses

Decrease in other current
liabilities

Decrease in non-current
accrued pension liabilities -
net
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(

8,656

2,502)
740
7,698
58,034
10,509

22,639)

25,767)

993)

778)

11,044)
1,622

4,291)
1,653
619
117,131

193,930)

987)



( previous)

Code
A33100 Interest receivable
A33200 Dividends receivable
A33500 Income tax paid
AAAA Net cash flows from operating
activities
Cash flows from investing activities
B00040 Financial assets from carried at
amortized cost
B00700 Value on  disposal = bond
investments with no active
market
B01900 Profit of disposal investment with
equity method
B02300 Disposal of net cash flows (used
in) of the subsidiaries
B02600 Value on disposal non-current
assets for sale
B02700 Acquisition of property, plant and
equipment
B02800 Disposal of property, plant and
equipment
B03700 Increase in refundable deposits
B03800 Decrease in refundable deposits
BBBB Net cash flows (used in) from
investing activities
Cash flows from financing activities
C03000 Increase in refundable deposits
C01300 Repayment corporate bond
C04500 Release cash dividend
C05800 Changes in  non-controlling
interest
CCCC Net cash used in financing
activities
DDDD  Effect in cash and cash equivalents by
changes in exchange rate
EEEE  (Decrease) increase in cash and cash

equivalents
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2018 2017
$ 12,291 $ 10,957
979 922
(__133,823) (__168,912)
949,684 766,827
( 369,260) -
85,340 337,757

- 81,614

- ( 11,308)

- 228,133

( 561,744) ( 348,169)
13,430 -

( 1,293) -
- 4,361

(__ 833,527) 292,388
3,785 -

- ( 300)

( 557,880) ( 551,504)
- ( 9,044)

(__ 554,095) (__560,848)
(__ 18,931) (__10,900)
( 456,869) 487,467



E00100 Cash and cash equivalents at
beginning of the year 1,526,792 1,039,325

E00200 Cash and cash equivalents at end of the
year $ 1,069,923 $ 1,526,792

The accompanying notes are an integral part of these financial statements.

Chairman : Huang, wen-liang Manager : Huang, wen-liang Accounting : Pan, feng-wen
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SPORTON INTERNATIONAL INC. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
2018 and Jan 1 to Dec 31, 2017
( EXPRESSED IN THOUSANDS OF NEW TAIWAN DOLLARS, EXCEPT AS
OTHERWISE INDICATED )

(1) Company history

Sporton International Inc. ( the “Company” ) was founded on May
1, 1997, with its main business scope in certifying electromagnetic
compatibility in electronics, appliances, communication, and radio
products, safety inspection, and sales of antimagnetic parts. The
Company stock listed on Taipei Exchange since Jan 23, 2002.

The Company’s functional currency and the currency in this
financial statements are expressed in New Taiwan Dollars.

(2) The date of authorization for issuance of the financial statements

and procedures for authorization

These consolidated financial statements were authorized for

issuance by the Board of Directors on Feb 20, 2019.

(3)Newly issued or revised standards and interpretations
(I)  First time adopting the revised Regulations Governing the
Preparation of Financial Reports by Securities Issuers and
International Financial Reporting Standards (IFRS),
International Accounting Standards (IAS), International
Financial Reporting Interpretations Committee (IFRIC), and
Standing Interpretations Committee (SIC) that are endorsed by
the Financial Supervisory Commission (FSC) (Referred to
“IFRSs” below)
The adopted IFRSs shall not cause any major change in the
Company’s accounting policies except for the following:
1. IFRS 9 " Financial Instruments ; and related amendment
IFRS 9 " Financial Instruments ; replaced IAS 39 " Financial

Instruments : measurement and recognition; and revised
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other principles such as IFRS 7 " Financial Instruments :
disclosure ; . The new regulation of IFRS 9 is regarding to the
classification, measurement, and loss on financial assets and
hedge accounting. Please refer to Note 4 for related

accounting policies.
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Classification, measurement, and loss on financial assets

The Company and its subsidiaries have evaluated and adjusted
the existing classification of the financial assets based on the facts
and status on Jan 1, 2018, and chose not to revise in the compared
period. The measuring categories, carrying values, and changes in
the classification of the financial assets based on IAS 39 and IFRS 9

on Jan 1, 2018 are as below:

Measuring categories Carrying values

Financial assets IAS 39 IFRS 9 IAS 39 IFRS 9 WoOm
Cash and cash Loansand Carried at amortized cost $1,526,792 $1,526,792
equivalents receivables
Stock investment Financial assets Equity investing instruments 13,172 15,540 1)
carried at cost fair value through other
comprehensive income
Certificate deposit's Loans and Carried at amortized cost 85,340 85,340 2

original due date  receivables
expired over 3

months
Notes receivables, Loans and Carried at amortized cost 1,056,165 1,056,165 )
trade receivables, receivables
and other
receivables

Effects on Effects on

Carrying Carrying retained otherinterests
values on Jan values on Jan earnings on on Jan 1, 2018
1, 2018 (IAS 1, 2018 Jan 1, 2018 Not
39) Reclassification Remeasurement ( IFRS 9) e
Fair value through
other comprehensive
income financial
assets
— equity instruments $ - $ 13172 $ 2,368 $ 15540 ($ 350) $ 2,718 1)
Add : 13,172 ( 13,172) - - - -
Reclassification
(IAS 39) financial
assets measured at
cost
Total $ 13172 $ - $ 2,368 $ 15540 ($ 350) $ 2,718

(1) The unlisted stock investing measured at cost according
to IAS 39 classified for fair value through other
comprehensive income by IFRS 9 and shall be measured
by the fair value. Therefore, the fair value through other
comprehensive income financial assets, retained
earnings, and other comprehensive income- unrealized
gains or losses on fair value through other
comprehensive income financial assets are adjusted to

increase 2,368 thousand dollars, decrease 350 thousand
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dollars, and increase 2,718 thousand dollars respectively
at Jan 1, 2018.

(2) The bond investments with no active market and the
bond investments of amortized cost according to IAS 39,
the initial recognition of the contractual cash flow is the
interest of the capital for paying principle and
outstanding principle, is classified as amortized cost by
IFRS 9 and measured as expected credit loss based on
the existing fact and business operating evaluation by
receiving contractual cash flow as of Jan 1, 2018.

(3) Notes receivables, trade receivables, and other
receivables according to IAS 39 are loans and receivables,
are classified as amortized cost financial assets by IFRS 9
and measured as expected credit loss.

IFRS 15 " revenue from contracts with customer ; and related
amendment

IFRS 15 is the recognition principle of the revenue from
contracts with customer, which will replace IAS 18
"Revenue ; ~ IAS 11 " Construction contracts ; and related
amendment. Please refer to Note 4 for related accounting
policies.
IFRIC 22 " Foreign currency transactions and advance
consideration |

IAS 21 stated the initial recognition of the foreign
currency transaction shall be converted to the functional
currency record by the spot exchange rate between the
functional currency and the foreign currency on the
transaction date. Further explanation in IFRIC 22 states if the
corporate has prepaid or advance consideration on the initial
recognition of non-monetary assets or debts, shall make the

initial recognition prepaid or advance consideration date as
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transaction date. If the corporate has separated prepaid or
advance consideration, the transaction date shall be
determined separately.
The Company has adopted IFRIC 22 since Jan 1, 2018.
(II) 2019 Regulations Governing the Preparation of Financial
Reports by Securities Issuers and the IFRSs approved by
Financial Supervisory Commission (“FSC”)

Newly issued / Revised / Amended standards Effective date by IASB
and interpretations (Note 1)

" Annual improvements 2015-2017 cycle | Jan1, 2019
Amendment to IFRS 9, Prepayment features Jan1, 2019 (Note 2)
with negative compensation
IFRS 16, " Leases | Jan 1, 2019

Amendment to IAS 19, ! Plan amendment, Jan1, 2019 (Note 3)
curtailment or settlement

Amendment to IAS 28, © Long-term interestsin ~ Jan 1, 2019
associates and joint ventures |

I[FRIC23, T Uncertainty over income tax Jan 1, 2019
treatments

Note 1 : The newly issued / Revised / Amended standards and
interpretations of the above is effective by the date
mentioned unless otherwise stated.

Note 2 : FSC has approved the Company to adopt this
amendment early on Jan 1, 2018.

Note3 : Any plan amendment, curtailment or settlement
occurred after Jan 1, 2019 is adopted.

1. IFRS 16, T Leases |
IFRS 16 is the lease agreement recognition and accounting
arrangement between the landlord and the tenant, which will
replace IAS 17 " Leases; and IFRIC 4 " Determining whether

an arrangement contains a Lease ; and related explanation.
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Definition of Lease

When the first time adopting IFRS 16, the Company chose
to only evaluate the contracts signed (or amended) after Jan 1,
2019 according to IFRS 16 whether it is (or contains) a lease.
The current contracts recognized as lease by IAS 17 and
IFRIC 4 will not be evaluated and shall be considered as
transitional provisions by IFRS 16.

The Company and its subsidiaries as the tenant

When first adopting IFRS 16, other leases shall be

recognized as right-of-use assets and lease debts on the
consolidated balance sheet except for the low-value asset
leases and short-term leases. Consolidated statement of
comprehensive income shall be separated as depreciation of
right-of-use assets and interest expenses by the effective
interest rate. In the consolidated statement of cash flows,
paying the principle for lease debts is recognized as
financing activities; whereas paying the interest as operating
activities. Before adopting the IFRS 16, the operating lease
contract is classified as recognition expense by straight-line
basis; whereas operating lease cash flow as recognition of
operating activities on consolidated statement of cash flows;
whereas financial lease contract as recognition of lease
payable on the consolidated balance sheet.

The Company and its subsidiaries are preferred to
choose to adjust the retained earnings on Jan 1, 2019 for the
amount affected by adopting IFRS 16 and will not be
restated.

For those operating lease agreements under IAS 17, the
measured lease liabilities as of Jan 1, 2019 shall be paid in
cash as the reaming lease for the tenant’s incremental

borrowing rate of interest on that day. All right-of-use assets
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shall be measured by the lease liabilities amount on that day
(and adjust the pre-paid lease or accrued lease amount that
are previously recognized). Every recognized right-of-use
assets shall adopt IAS 36 impairment evaluation.
The Company and its subsidiaries are preferred to adopt
the following:
(1) Use single discount rate to measure lease liabilities on
those similar and reasonable lease combinations.
(2) Lease that ends before Dec 31, 2019 shall be processed as
short-term lease.
(3) Will not include initial direct cost when measuring the
right-of-use assets of Jan 1, 2019.

For those leases classified as financial leasing
under IAS 17, the carrying amount of the lease assets
and lease liabilities as of Dec 31, 2018 will be used as the
carrying amount of the right-of-use assets and the lease
liabilities as of Jan 1, 2019.

The Company and its subsidiaries as the landlord

No adjustment will be made on the lease during transition
time and adopt IFRS 16 staring Jan 1, 2019.

The expected impacts on assets, liabilities, and equities on

Jan 1, 2019

Adjusted
Carrying Adjustment for carrying
amount Dec the first-time amount Jan 1,
31,2018 application 2019
Lease prepayment -
current $ 309 (% 309) $ -
Lease prepayment -
non-current 14,267 ( 14,267) -
Right-of-use assets - 64,185 64,185
Assets effect $ 14,576 $ 49,609 $ 64,185
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Lease debts -

current $ - $ 7,192 $ 7,192
Lease debts -

non-current - 47,635 47,635
Debts effect $ - $ 54,827 $ 54827
Retained earnings $ 1,800,732 ($ 5,218) $ 1,795,514
Equity effect $ 1,800,732 5 5,218) $ 1,795,514

IFRIC 23 " uncertainty of income tax treatments

IFRIC 23 clarifies that the Company shall assume the
tax authorities will have access to all related information
when there is an uncertainty of income tax treatments. If the
tax authorities are likely to accept the declared tax
treatments, the Company shall use the same tax treatments
when declaring income tax for taxable profit, tax base,
unused tax loss, unused tax credit, and tax rate. However, if
the tax authorities are not likely to accept the declared tax
treatments, the Company shall evaluate the most possible
amount or estimated value (which ever has a better
prediction on the uncertainty result). If the facts and
circumstances changed, the Company shall re-evaluate on
the judgement and estimation.
IAS 19 amendment on " Plan amendment, curtailment or
settlement |

The amendment addressed it shall use the actuarial
assumptions of the remeasurement of accrued pension
liabilities (assets) to decide the remaining current service
cost and net interest of the year. In addition, the impacts on
the assets cap regulations of this amended plan amendment,
curtailment or settlement, the Company will adopt the
amendment mentioned previously.

Besides the impacts mentioned above, the Company

will continue to evaluate the impact on the financial status
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and financial performance of the amendment on other
standards and explanations up to the date of publication of
the financial statement. Related impact will be disclosed

after the evaluation.

(IIT) IFRSs that is published by IASB but not yet approved by the FSC

Note Notel : The newly issued / Revised / Amended
standards and interpretations of the above is effective by
the date mentioned unless otherwise stated.

Note 2 : This amendment is adopted for corporate acquisition
and merger and asset acquisition in the annual period

reported after Jan 1, 2020.

1NTewly issued / Revised / Amended standards Effective date released
andyg interpretations by IASB (Note 1)
IFRS 3, amended " definition of business | Jan1,2020 (Note2)
IFRS 10'and IAS 28, amended " dealing with the undecided

sale er contribution of assets between an

investor and its joint venture or associate |

IFRS 17, " insurance contract | Jan 1, 2021
IAS 1 Zand IAS 8, amended " definition of Jan1,2020 (Note3)
material |

This amendment is adopted in the annual period after
Jan 1, 2020.

Up to the date of publication of the financial statement, the
Company will continue to evaluate the impact on the financial
status and financial performance of the amendment on other
standards and explanations. Related impact will be disclosed

after the evaluation.

(4) Major Accounting Policy Explanation Summary
(I) Reference statement
The consolidated financial statement is prepared according to
the Regulations Governing the Preparation of Financial Reports

by Securities Issuers.
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(II) Prepare basis

Except for the financial instrument measured at fair value and

defined benefit obligation value minus the accrued pension

liabilities of fair value of plan assets, the financial statement is

prepared based on the historical cost.

The measurement of the fair value is classified to three levels

by the observation level and the importance of its input value:

1.

3.

Level 1 input value: the price (unadjusted) of the same asset
or liability available in the active market on the date of
measurement.

Level 2 input value: the observable input value of the direct
(price) or indirect (projection of the price) of the asset or
liability other than the price of level 1.

Level 3 input value: the unobservable input value of the

asset or liability.

(III) The standard to differentiate current and non-current assets and

liabilities.

3.

Current assets include:
1.
2.

Assets held mainly for trading purposes ;

Assets that are expected to be realized within twelve
months from the balance sheet date; and
cash and cash equivalents( excluding restricted cash and cash

equivalents and those that are to be exchanged or used to
settle liabilities more than twelve months after the balance

sheet date) -

Current liabilities include :

Liabilities held mainly for trading purposes :

Liabilities that are to be settled within twelve months from
the balance sheet date; and

Liabilities for which the repayment date cannot be extended
unconditionally to more than twelve months after the

balance sheet date.
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Other than the current assets or liabilities listed above are
classified as non-current assets or liabilities.
(IV) Consolidated basis

The consolidated financial report includes the financial
reports of the Company and the individuals who are controlled
by the Company (the subsidiaries). The consolidated statement of
comprehensive income is included in the current operating profit
or loss since the date of acquisition or up until the date of
disposition of the subsidiaries. The financial report of the
subsidiaries has been adjusted so that its accounting policy is in
accordance with the Company and its subsidiaries. The
transaction, account balance, profit and loss between every
individual have been fully eliminated when preparing the
consolidated financial report. The total comprehensive income of
the subsidiaries is attributed to the Company owner and
non-controlling interests even if it causes the deficit balance.

When the change of the Company’s and its subsidiaries’
ownership interest of the subsidiaries does not cause loss of
control, it is treated as an equity transaction. The carrying
amounts of the Company and its subsidiaries and non-controlling
interests have been adjusted to reflect the related change in
interests of the subsidiaries. The difference between the adjusted
amount of the non-controlling interests and the fair values of the
paid or received considerations are directly recognized as equity
and attributed to the Company owner.

When the Company and its subsidiaries lose its control of the
subsidiaries, the disposal of profit or loss is the difference
between the following two: (1) the total of the fair value of the
received consideration and the fair value of the investment
balance of the former subsidiaries on the loss of control date; (2)

the total of the asset (includes goodwill) and liability of the
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former subsidiaries and the carrying amount of the
non-controlling interests on the loss of control date. The
complying basis in accounting treatment of the Company and its
subsidiaries when recognizing the amount related to the
subsidiaries in the other comprehensive income is the same as
direct disposal of related asset and liability.

For the detail, shareholding ratio, and services item of the
subsidiaries, please refer to Note 11, Note 5, and 6.

(V) Foreign currency

For those transactions other than the Company’s functional
currency (foreign currency), shall be converted to the functional
currency record by the spot exchange rate on the transaction date
when the Company is preparing the financial statement.

Foreign currency item is converted by the closing rate on the
balance sheet. The exchange difference of the monetary items
settled or converted is recognized in the profit or loss of the
occurred period.

The monetary item measured at fair value is based on the
exchange rate of the date when deciding the fair value. The
exchange difference is recognized in the profit or loss of the
occurred period. If the fair value changed through other
comprehensive income, the exchange difference is recognized in
the other comprehensive income.

The monetary item measured by the historical cost is
exchanged at the rate of the transaction date and will not be
translated again.

When preparing the consolidated financial statement, the asset
and liability of the foreign operations is exchanged to New
Taiwan Dollars by the exchange rate on the balance sheet date.
Profit and loss item is exchanged by the average exchange rate of

the period, and the exchange difference is recognized in the other
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comprehensive income (attributed to the Company and its
subsidiaries and non-controlling interest).

If dispose of the equity of the foreign operations, or partial
equity and no control over their subsidiaries, or the remaining
equity of their associations is financial assets and disposed by the
accounting policies of the financial instruments, all those
accumulated exchange differences attributed to the Company and
its foreign operations will be reclassified to profit and loss.

If partially dispose of the subsidiaries of the foreign operations
and still have control over them, the accumulated exchange
differences will be reattributed to the non-controlling interest of
the subsidiaries by pro rata basis and not recognized as profit
and loss. Accumulated exchange differences will be reclassified
to profit and loss under any other circumstances of dispose of the

foreign operations.

(VI) Inventories
Inventories include raw materials, materials, finished goods,
and work in process. Inventories are stated at the lower of cost
and net realizable value. Cost and net realizable value are
compared by individual item except under the same category. Net
realizable value is the balance of the estimated selling price
under normal circumstance minus the estimated cost upon
finishing and completing sales. Inventory cost is calculated by
weighted average method.
(VII) Property, plant, and equipment
Property, plant, and equipment are recognized as cost. The cost
will be measured by deducting the accumulated depreciation and
the accumulated impairment loss subsequently.
Property, plant, and equipment are individually depreciated

by straight-line basis within the useful life. If the rental period is
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less than the useful life, it is depreciated by the rental period. The
Company shall review the estimated useful life, residual value,
and depreciation methods at least once at the end of each
calendar year and make prospective application on the impact of
change in accounting estimate.

When derecognizing the property, plant, and equipment, the
difference between the net disposal proceeds and the carrying

amount of the assets is recognized in profit or loss.

(VIII) Intangible assets

Individually acquired intangible assets with limited useful life
are initially recognized as cost. The cost will be measured by
deducting the accumulated depreciation and the accumulated
impairment loss subsequently. Intangible assets are depreciated
by straight-line basis within the useful life. The estimated useful
life, residual value, and depreciation methods shall be reviewed
at least once at the end of each calendar year and make
prospective application on the impact of change in accounting
estimate. If the useful life of an intangible assets is uncertain, it
shall be recognized by the cost minus the accumulated
impairment loss.

When derecognizing the intangible assets, the difference
between the net disposal proceeds and the carrying amount of the
assets is recognized in profit or loss.

Impairment of the tangible and intangible assets (other than
goodwill)

The Company shall evaluate if there is any sign indicating the
tangible and intangible assets (other than goodwill) might be
impaired on each balance sheet date. If discover any impaired
sign, the recoverable amount of the assets shall be estimated. If
unable to estimate the recoverable amount of the individual

assets, the Company shall estimate the recoverable amount of the
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cash generating unit of the asset. Corporate assets shall be
allocated to individual cash generating unit by reasonable and
consistent basis.

For those intangible assets with uncertain useful life and not
available for use, they shall conduct impairment test at least once
a year or at any sign of impairment.

Recoverable amount is fair value minus the selling cost and
value in use, whichever is higher. If the recoverable amount of
the individual assets or cash generating unit is lower than its
carrying amount, it shall be adjusted to the recoverable amount.
Impairment loss is recognized in profit or loss.

When the impairment loss is reversed subsequently, the
carrying amount of the asset or cash generating unit shall be
increased to the revised recoverable amount if only the increased
carrying amount shall not exceed the carrying amount of the
impairment loss recognized in previous calendar year (minus
amortization and depreciation). Impairment loss is recognized in
profit or loss.

(X) Financial instruments

Financial assets and liabilities are recognized in the
consolidated balance sheet when the Company becomes a party of
the instrument contract.

When initially recognized the financial assets and liabilities *
if the financial assets or liabilities are not at fair value through
profit or loss, it can be measured by the fair value adding the
transaction cost directly attributed to acquire or issue financial
assets or liabilities. The transaction cost can directly be attributed
to acquire or issue the financial assets or liabilities at fair value
through profit or loss shall immediately be recognized as profit
or loss.

1. Financial assets

248



The regular way purchase or sale of the financial assets is
recognized or derecognized on the transaction date.
(1) Measurement category
2018
The financial asset categories that the Company and
its subsidiaries held are financial assets carried at
amortized cost and the equity instrument investments at
fair value through other comprehensive income.
A. Financial assets carried at amortized cost

When the financial assets invested by the Company
and its subsidiaries met the following two conditions,
it is classified to the financial assets carried at
amortized cost :

a. held under an operating mode and its purpose is to
collect contract cash flow by holding financial
assets; and

b. cash flow generated on a certain date by contract
terms and is used to pay the interest of the capital
and the outstanding capital.

After the initial recognition of financial assets
carried at amortized cost (including cash and cash
equivalents, accounts receivable carried at amortized
cost), it is measured by the total carrying amount
minus any amortized cost of the impairment loss
using effective interest method. Any foreign currency
exchange is recognized as profit or loss.

Interest income from bank deposits is multiply by
the effective interest rate and the total carrying
amount of the financial assets except for the following

two conditions:
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a. The interest income from bank deposits of the
purchased or initial financial assets of credit
impairment is multiply by the effective interest rate
after credit adjustment and the financial assets at
amortized cost.

b. The interest income from bank deposits of the
non-purchased or initial financial assets of credit
impairment is multiply by the effective interest rate
and the financial assets at amortized cost after the
next reporting period.

Cash equivalents, including within three months of
acquisition date, highly liquid and are readily
convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value, are
held for the purpose of meeting short-term cash
commitments in operations.

Equity instrument investment at fair value through
other comprehensive income

The Company and its subsidiaries can make an
irrevocable commitment at initial recognition to
designated measure the non-held for trading and not
recognized by business combination or equity
instrument investment with consideration by fair
value through other comprehensive income.

Equity instrument investment at fair value through
other comprehensive income is measured at fair value.
Subsequent fair value changes are recognized in other
comprehensive income and accumulated in other
equity. Accumulated profit or loss will directly
transfer to retained earnings but not reclassified to

profit or loss when dispose the investment.
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The dividends of the equity instrument investment
at fair value through other comprehensive income are
recognized in profit or loss when the Company has
confirmed its right of receivables, wunless the
dividends are clearly a recoverable amount of the
investment cost.
2017

The financial asset categories that the Company and
its subsidiaries held are loans and receivables of the
financial assets at fair value through profit or loss.
A. The financial assets at fair value through profit or
loss

The financial assets at fair value through profit or

loss include held for trading and designated at fair
value through profit or loss.

The financial assets at fair value through profit or
loss is measured at fair value, and the profit or loss at
the measurement is recognized in profit or loss.

If the financial assets at fair value through profit or
loss are equity instruments that are not quoted in an
active market and whose fair value cannot be reliably
measured, derivatives linked to such non-quote equity
instruments are required to deliver the equity
instruments. It will be measured by cost minus the
impairment loss subsequently and individually
recognized as “the financial assets measured by cost”.
It will be remeasured at fair value when possible, and
the difference between the carrying amount and the
fair value is measured in profit or loss.

B.Loans and receivables
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Loans and receivables, including accounts
receivable, cash and cash equivalents, debt instrument
investment of inactive market, are measured by the
amortized cost with effective interest method minus
the amount after impairment loss except for the
short-term interest of the accounts receivable that is
not materially recognized.

Cash equivalents, including within three months of
acquisition date, highly liquid and are readily
convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value, are
held for the purpose of meeting short-term cash
commitments in operations.

(2) Impairment loss of financial assets

2018

The Company and its subsidiaries shall evaluate the
impairment loss of the financial assets carried at
amortized cost, including accounts receivable, with the
expected credit loss on each balance sheet date.

Accounts receivable is recognized as loss allowance
by expected credit loss in the duration. For other
financial assets, it shall evaluate whether the credit risk
has increased significantly since the initial recognition.
If it hasn’t increased significantly, it shall be recognized
as loss allowance based on a 12-month expected credit
loss. However, if it has increased significantly, it will be
recognized as loss allowance by the expected credit loss
in the duration.

Expected credit loss takes the risk of default as the
weighted average credit loss. 12-month expected credit

loss is the expected credit loss of possible violation of
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the financial instrument within 12 months after the
reporting date. Expected credit loss in the duration is
the expected credit loss of possible violation of the
financial instrument in the duration.

All impairment losses of the financial assets use the
allowance account to decrease the carrying amount.
2017

Except for the fair value through profit or loss
financial assets, the Company and its subsidiaries shall
evaluate if there is objective evidence of impairment of
other financial assets on each balance sheet date. If an
objective evidence shows a single or multiple incidents
occurred after the initial recognition of the financial
asset that caused estimated future cash flow loss of the
financial asset, the financial asset is impaired.

The financial asset carried at amortized cost, such as
accounts receivable, does not have objective evidence of
impairment after individual evaluation, shall be
evaluated again by group. The collective objective
evidence of impairment of the receivables may include
the past experience in receivables of the Company and
observable national or regional economy changes on
outstanding receivables.

The impairment loss amount of the financial asset
carried at amortized cost is the difference between the
carrying amount of the asset and the present value of the
estimated future cash flow discounted at the original
effective interest rate of the financial asset.

The impairment loss amount of the financial asset
carried at amortized cost decreases subsequently and is

related to incident after impairment recognition by
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objective judgement, the previously recognized
impairment loss may directly reverse or adjust with the
allowance account in profit or loss. The reversal shall
not cause the carrying amount of the financial asset to
exceed the amortized cost on the reversal date if the
impairment is not recognized.

The impairment loss amount of the financial assets
measured at cost is the difference between the carrying
amount of the asset and the present value of the
estimated future cash flow discounted at the current
market return rate of the similar financial asset - This
type of impairment loss may not be reversed
subsequently.

All impairment losses of the financial assets are
deducted by the carrying amount of the financial assets
except for the accounts receivable which decreases its
carrying amount by the allowance account. When an
accounts receivable cannot be recovered, it writes off the
allowance account. For the receivable that has been
written off but recovered subsequently, it may be
credited in the allowance account. The changes of the
carrying amount in the allowance account is recognized
in profit or loss except for those accounts receivable that
cannot be recovered and write off the allowance account.

(3) Derecognition of the financial assets
The Company and its subsidiaries only
derecognized the financial assets when the contractual
rights of the cash flow has expired or has transferred the
financial asset and its ownership of almost all risks and

returns to other enterprise.
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(XI)

(XII)

Before (including) 2017, when a financial asset is
derecognized, the difference between its carrying
amount and the sum of any accumulated profit or loss of
the received considerations recognized in other
comprehensive income is recognized in profit or loss.
After 2018, when a financial asset carried at amortized
cost is derecognized ’ the difference between its carrying
amount and the received consideration is recognized in
profit or loss. When derecognized an equity instrument
investment at fair value through other comprehensive
income, its accumulated profit or loss is transferred to
retained earnings directly but not reclassify to profit or

loss.

2. Financial liabilities

(1) Subsequent measurement

All financial liabilities are measured by effective

interest method carried at amortized cost.

(2) Derecognition of financial liabilities

When derecognized the financial liabilities, the
difference between the carrying amount and the paid
consideration (including any transferred non-cash assets

or liabilities) is recognized in profit or loss.

Provisions

The amount recognized in provisions is the best estimation of

necessary expenses to settle obligation on the balance sheet

considering the risk and wuncertainty of the obligation. The

provisions are measured by the present value of the estimated

cash flow for obligation settlement.

Income recognition

2018
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After the Company and its subsidiaries recognized the contract
exercise obligation, it will allocate the transaction price to each
contract exercise obligation and recognize income when the
obligation is performed.

1. Commodity sales revenue
Commodity sales revenue is from the sales of electronic
parts. When the electronic parts are shipped, the customer
has the right to set the price and use of the product, and also
take responsibility for resale and undertake the risk of
outdated products. The Company and its subsidiaries will
recognize the income and accounts receivable at this point.
2. Revenue arising from rendering of services
Revenue recognized when arising from rendering of
services.
Revenue arising from rendering of services in contract is
recognized according to the completion of the contract.
2017

Income is measured at the fair value of the received or
receivable consideration and deducted the discounts such as
estimated customer return and discount. The amount of sales
return is recognized based on the past experience and other
relevant factors to make reasonable estimation.

1. Commodity sales
Commodity sales are recognized as income when the
following conditions are fully met:
(1) The Company and its subsidiaries have transferred the
major risks and rewards of ownership to the buyer;
(2) The Company and its subsidiaries do not involve with
management or hold effective control over the sold
commodity;

(3) Revenue amount can be well measured;
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(4) Economic benefits associated with the transaction is
very likely to flow in the Company and its subsidiaries;
and

(5) Cost that has occurred or will be occurred associated
with the transaction can be well measured.

2. Rendering of services

Revenue arising from rendering of services is recognized
when the services is rendered.

Revenue arising from rendering of services is recognized
according to the completion of the contract.

3. Dividend revenue and interest income from bank deposits

The dividend revenue from investment is recognized when
the right of the shareholder is confirmed with the condition
of economic benefits associated with the transaction is very
likely to flow in the Company and its subsidiaries and the
revenue amount can be well measured.

The Interest income from bank deposits of the financial
asset is recognized when the economic benefits associated
with the transaction is very likely to flow in the Company
and its subsidiaries and the revenue amount can be well
measured.

Interest income from bank deposits is recognized based on
the accrual basis of the outstanding capital and all applicable
effective interest rate by time.

(XIII) Lease
When the lease provision is transferring almost all the risks
and rewards of ownership of the assets to the tenant, it is
classified as finance lease. The rest of the lease is classified as
operating lease.

1. When the Company and its subsidiaries are the landlords
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The lease revenue of operating lease is recognized as

income during the lease period at the straight-line basis.
2. When the Company and its subsidiaries are the tenants

The payment of operating lease is recognized as expense

during the lease period at the straight-line basis.
(XIV) Employee benefits
1. Short-term employee benefits

Liabilities associated with short-term employee benefits
are measured by non-discounting amount of the expected
payment during the period in which the employee provides
the service.

2. Retirement benefits

The pension of the defined contribution plans is allocated
a certain amount during the period in which the employee
provides the service and recognized as expense.

Defined benefit costs (including service cost, net interest,
and remeasurement amount) of the defined retirement
benefit plans are actuarially calculated by the projected unit
credit method. Service cost including current service cost
and net interest of the defined benefit asset and liability are
recognized as employee benefits expense at occurring.
Remeasurement amount including actuarial profit or loss
and return on plan assets after deducting interest is
recognized in other comprehensive income at occurring and
listed under retained earnings. It will not be reclassified to
profit or loss subsequently.

Net defined benefit asset and liability is the contribution
deficit or surplus of the defined retirement benefit plans and
must not exceed the present value of a refund or a reduction
in future contribution.

3. Other long-term employee benefits
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The accounting treatment of the other long-term employee
benefits is the same with the defined retirement benefit plans,
except the remeasurement is recognized in profit or loss.

4. Termination benefits

The Company will recognize the termination benefits
liability when the offer of the termination benefits may not
be cancelled or when recognizing related restructuring cost,
whichever comes first.

(XV) Income tax
Income tax expense is the sum of current income tax and
deferred income tax.
1. Current income tax

According to the Income Tax Act of Taiwan, the
calculation of undistributed earnings plus the income tax is
recognized in the resolution of the annual shareholders'
meeting.

The adjustment of the income tax payable from previous
annual period is recognized as current income tax.

2. Deferred tax

Deferred tax is calculated by the temporary difference
between the carrying amount of the account asset and
liability and the tax base for calculating the taxable income.

Generally, the deferred tax liability is recognized as the
taxable temporary difference, whereas deferred tax asset is
recognized when it is likely to have income tax credited by
taxable income deducting the temporary difference.

Taxable temporary difference of the subsidiaries is
recognized as deferred tax liability except when the
Company may control the reversal time of the temporary
difference and is unlikely to be reversed in a foreseen future.

Deductible temporary difference associated with this type of
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investment is recognized as deferred tax asset only when it is
likely to have enough taxable income to realize the interest
of the temporary difference and within the reversal scope in
a foreseen future.

The carrying amount of the deferred tax asset is reviewed
on each balance sheet date and reduce the carrying amount
for those that are unlikely to have enough taxable income to
recover all or partial assets. Those that are not recognized as
deferred tax assets are also reviewed on each balance sheet
date and increase the carrying amount for those are likely to
have enough taxable income to recover all or partial assets.

Deferred tax assets and liabilities are measured by the
expected liabilities settlement or the tax rate of the current
asset realization, which is based on the legislated tax rate
and tax act. The measurement of deferred tax assets and
liabilities reflects the result of the expected return or
settlement method of the carrying amount of the assets and
liabilities on a balance sheet date.

(5) Main Source of Major Accounting Judgement, Estimation, and

Hypothesis of Uncertainty

When the Company and its subsidiaries adopt an accounting
policy, the management has to take the historical experiences and
other related factors to make judgement, estimation, and
assumptions if it is not easy to obtain relevant information from
other resources. The actual result may be different than the
estimation.

The management will continue to review the estimations and
basic assumptions. If an estimated amendment will only affect the
current period, then it is recognized in the current period. If it will
affect both current and future period, it will be recognized in the

current and the future period.
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(6) cash and cash equivalents

Dec 31, 2018 Dec 31, 2018
Cash on hand and working
capital $ 7,706 $ 6,703
Bank check and demand
deposits 1,003,374 1,077,317
Cash equivalents (investment
with original due date is
within 3 months )
Bank time deposit 58,843 442,772
$ 1,069,923 $1,526,792

(7) Financial assets carried at amortized cost - 2018

Dec 31, 2018
Current
Time deposit with original due date is over 3
months $369,260

As of Dec 31, 2018, the interval of interest rate of the time deposit
with original due date is over 3 months is 0.65%~1.065%. This type of
deposit is classified to the debt instrument investment in inactive
market according to IAS 39. Please refer to Note 3 and 8 for
information on 2017.

(8) Bond investment of inactive market - current - 2017

Dec 31, 2017
Time deposit with original due
date is over 3 months $ 85,340

As of Dec 31, 2017, the interest rate of the time deposit with
original due date is over 3 months is 0.66% ~1.70% of the annual interest
rate.

(9) Notes receivable and accounts receivable

Dec 31, 2018 Dec 31, 2017

Notes receivable
Notes receivable $ 14,205 $ 7,074
Minus: loss allowance - -

$ 14,205 7,074
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Accounts receivable
Carried at amortized cost

Total carrying amount $ 1,240,566 $1,124,695
Minus: loss allowance (__123,631) (__120,121)
$1,116,935 $1,004,574
2018

The average credit period of commodity sales and the revenue
arising from rendering of services of the Company and its
subsidiaries is 30 to 60 days monthly. The accounts receivable will
not be calculated with interest. The policy that the Company and its
subsidiaries adopted is to only carry out a transaction with
counterparty who is rated equal to or higher than investment grade.
Full amount of collateral is required when necessary to reduce the
risk of financial loss due to default. The credit rating information is
provided by independent rating agency. If the information is not
available, the Company and its subsidiaries will use other public
financial information and historical transaction record to review the
counterparty. The Company and its subsidiaries continues to
monitor on credit exposures and the «credit rating of the
counterparty and disperses the total transaction amount to different
counterparties with qualified credit rating. The risk control
department will review and approve the credit facilities annually to
manage the credit exposures.

To reduce the credit risk, the management has appointed a
special team responsible for deciding credit amount, approving
credit, and monitoring other procedures to make sure a proper
action has been taken to recover the expired accounts receivable. In
addition, the Company and its subsidiaries will review the recover
amount on each balance sheet date to make sure the unrecoverable
accounts receivable has been properly recognized as impairment
loss. Therefore, the management considers the credit risk of the
Company and its subsidiaries have been significantly reduced.
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The Company and its subsidiaries adopt the simplified practice
of IFRS 9 to recognize the expected credit loss in the duration as
loss allowance of accounts receivable. Expected credit loss in the
duration is a consideration of the customer’s past default record
and current financial status. According to the Company’s and its
subsidiaries” historical experience of credit loss, there is no
significant difference in the loss pattern of different customer
groups. Therefore, the expected credit loss rate is determined on the
overdue days of the accounts receivable.

If an evidence shows the counterparty faces a serious financial
difficulty and the Company and its subsidiaries is unable to expect
the recoverable amount, the Company and its subsidiaries will
write off the related accounts receivable directly and continue to
follow up on recourse. The recoverable recourse amount is
recognized as profit or loss.

Considering the counterparty’s past default record and analyzing
its current financial status, the loss allowance of the accounts
receivable is estimated as follow:

Dec 31, 2018

Expired Expired 91~ Expired 271~ Expired over
Unexpired 1~90 days 270 days 450 days 450 days T o t a 1

Expected credit loss
rate 0-5% 0-10% 0-50% 50-70% 50-100%
Total carrying
amount $ 843,360 $ 216,721 $ 65569 $ 8,932 $ 105,984 $ 1,240,566

Loss allowance
(expected credit

loss in the
duration) ( 7260) ( 2167) ( 1,967) ( 6,253) ( 105,984) ( 123,631)
Amortized cost $ 836,100 $ 214,554 $ 63,602 $ 2,679 $ - $ 1,116,935

Change in loss allowance of accounts receivable is as follow:

2018
Initial balance (IAS 39) $120,121
Retrospective application of IFRS 9 adjustment -
Initial balance (IFRS 9) 120,121
Plus: impairment loss of the year 4,828
Difference of foreign currency exchange (___1,318)
End of year balance $ 123,631
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2017

The Company’s and its subsidiaries’ credit policy of 2017 is the
same as the 2018 mentioned above. It is evaluated by the doubtful
debts allowance of the accounts receivable. Doubtful debts
allowance is to estimate the unrecoverable amount by considering
the customer’s past default record and current financial status.

For the accounts receivable not recognized as doubtful debts
allowance by the Company and its subsidiaries but is overdue on
the balance sheet date, the management still considers it as
recoverable amount because its credit quality has not changed
significantly. The Company and its subsidiaries do not hold any
collateral or other credit enhancement guarantee of this type of
accounts receivable

The age analysis of the accounts receivable is as follow

Dec 31, 2017
1~3 months $ 805,699
4~6 months 177,118
7~12 months 54,784
13~18 months 58,564
Over 19 months 28,530
Total $1,124,695

The age analysis of the overdue but not impaired accounts

receivable is as follow:

Dec 31, 2017
1~3 months $ 58,108
4~6 months 1,799
7~12 months 1,591
Total $ 61,498

The age analysis above is based on the journal created date.
Change in doubtful debts allowance of accounts receivable is

as follow:

Individual G r o u p
assessment assessment T o t a 1
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of impairment of impairment
l1 o s s1 o s s

Balance as of Jan 1, 2017 $ - $ 69,153 $ 69,153
Plus: expense recognized

as doubtful debts of

the year - 50,691 50,691
Difference of foreign
currency exchange - 277 277

Balance as of Dec 31, 2017 $ - $ 120,121 $ 120,121

(10) Inventories
Dec 31, 2018 Dec 31, 2017
Finished goods $ 247 $ 247
Commodity 52,309 33,526
$ 52,556 $ 33,773

The cost of sales associated with inventories of 2018 and 2017
are 221,947 thousand dollars and 183,154 thousand dollars
respectively. The cost of sales of 2018 and 2017 included rising
interest of the inventory net realizable values of 3,536 thousand
dollars and 573 thousand dollars. The reason for the inventories
falling price is because the inventories recognized as falling price
loss are close out.

(11)  Subsidiaries

Subsidiaries in the consolidated financial statement

The main items in the consolidated financial report are as

follow:
Shareholding
percentage
Name of the Investing Business Dec 31, Dec 31,
C o m p a n y Name of Subsidiaries Location T y p e 2018 2017 Note
Sporton International ~ Sporton Investment Samoa General 95.28% 95.28% None
Inc. (SAMOA) Inc. investment
( parent company )
Sporton Holding Samoa General 83.60% 83.60% None
(SAMOA) Inc. investment
Sporton International Korea Electronics 100.00% 100.00% 1)
(Korea) Inc.
International Taiwan Electronics 100.00% 100.00% None
Certification Corp
Sporton International USA Electronics 100.00% - )
(USA) Inc.
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Sporton Holding Sporton International Kunshan, Electronics 100.00% 100.00% None

(SAMOA) Inc. (Kunshan) Inc. China

Sporton Investment Sporton International Shenzhen, Electronics 100.00% - 3)
(SAMOA) Inc. (Shenzhen) Inc. China

International Ding-ji Investment Inc. ~ Taiwan General - 100.00% “4)
Certification Corp investment

Ding-ji Investment Inc. GVT Taiwan Electronics - - )

(1)

(2)

The liquidation procedure of Sporton International (Korea) Inc.
has not been completed as of Dec 31, 2018.

The main business items of Sporton International (USA) Inc. are
certifying  electromagnetic = compatibility in  electronics,
appliances, communication, and radio products. It is re-invested
by the Company on April 2018 with 100% shareholding ratio. It
applied for capital increased by cash on November 2018. The
shareholding ratio is still 100% as Dec 31, 2018.

The main business items of Sporton International (Kunshan) Inc.
are certifying electromagnetic compatibility in electronics,
appliances, communication, and radio products. It is re-invested
by Sporton Investment (SAMOA) Inc. on January 2018 with 100%
shareholding ratio.

The liquidation procedure of Ding-ji Investment Inc. has been
completed on November 2018.

The Company and its subsidiaries have lost the significant
influence on the investment of equity on GVT 76.09% since May
2017 because they did not increase the capital fund by the
shareholding ratio. It has been excluded in the consolidated
financial report since May 2017. Therefore, the investment is
treated as a disposition and transferred to financial asset carried

at cost after evaluated at the fair value.

266



Analysis on lost control of assets and liabilities on the day of
losing control:

Current assets

Cash and cash

equivalents $ 11,308
Accounts receivable 425
Other financial assets 89
Other current assets 7,293

Non-current assets
Property, plant, and

equipment 3,141
Refundable deposits 340

Current liabilities
Notes receivable ( )
Other receivable ( )
Accrued payable ( 778)
Other current liabilities ( )
( )

Disposal of assets - net 279
Attributed to

non-controlling equity

value - net 67
Face value of the equity

investment on disposal date (% 212)

1. As of gain on disposal of subsidiaries

Fair value of the residual investment $ 350
Minus: face value of the equity

investment on disposal date ( 212)
Gain on disposal of investment $ 562

2. As of disposal of cash used in of subsidiaries - net

As of collecting consideration on equity

disposal - cash and cash equivalents $ -
Minus: cash and cash equivalents balance

on the day of losing control (__11,308)
Lost on cash and cash equivalents - net ($_11,308)

(12) Fair value through other comprehensive income financial

assets - 2018

Equity investing instrument

Dec 31, 2018
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Non-current

Domestic investment - emerging stock
Tai-Tech Advanced Electronics Co., Ltd. $ 17,002

The Company and its subsidiaries hold ordinary share from
Tai-Tech Advanced Electronics Co., Ltd. It is an investment for long-term
strategy purpose measured at fair value through other

comprehensive income.
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(13)  Financial assets measured at cost - 2017

Dec 31, 2017

Non-current
Domestic unlisted ordinary share

$ 13,172

Distinguish by measuring category:

Dec 31, 2017

Measure at fair value through
profit or loss

$ 13172

The unlisted ordinary share above held by the Company and its
subsidiaries is measured at cost minus impairment loss on balance

sheet date. Because the fair value is unable to reasonably evaluate

the probability, the management believes the fair value
measurement is not trustworthy.
(14) Property, plant, and equipment
Unfinished
Transportati L ease construction
House and o n Office improvemen O t h e r and pre-paid
L a n d Building Equipment Equipment Equipment t equipment expense T o t a Il
Cost
Balance on Jan
1,2017 $ 146,783 $ 192,826 $ 2,253,583 $ 3,487 $ 25781 $ 66432 $ 41,699 $ 147,510 $ 2,878,101
Increase - 2,838 28,258 - 964 2,984 1,308 360,906 397,258
Disposal ( 35905) ( 14298) ( 1529) 516)  ( 656) (  52,904)
Net exchange
differences 23 5,706) ( 1) ( 286)  ( 228)  ( 374)  ( 6,572)
Reclassificatio
n 83 198,994 2,454 691 2,748 645  (__210,406) ( 4,791)
Balance on
Dec31,2017  § 146,783 $ 195,770 $ 2,439,204 $ 5941 $ 13,13 $ 70,349 $ 42,908 $ 296,980 $3,211,092
Accumulated
depreciation
and
impairment
Balance on Jan
1,2017 $ $ 62,474 $ 1,060,898 $ 960 $ 13,387 $ 32,862 $ 25701 $ $ 1,196,282
Depreciation 5,487 267,332 929 5,788 6,250 4,139 289,925
Disposal ( 35702) - (0 1BBY) | 31) 242) ( 49,732)
Net exchange
differences 1 3,115) ( 2) | 23) 195) ( 3,534)
Reclassificatio
n ( 22) ( 255) ( 277)
Balance on
Dec31,2017 & $ 67,962 $ 1,289,391 $ 1,889 $ 5416 $ 38,858 $ 29,148 $ $ 1,432,664
Net balance on
Dec31,2017 ¢ 146,783 $ 127,808 $ 1,149,833 $ 4,052 $ 21 $ 31,491 $ 13,760 $ 296,980 $ 1,778,428
Cost
Balance on Jan
1,2018 $ 146,783 $ 195,770 $ 2,439,224 $ 5941 $ 13,137 $ 70349 $ 42,908 $ 296,980 $ 3,211,092
Increase - - 10,506 - 44 491 387 487,687 499,115
Disposal ( 1,664) ( 104711)  ( 1,247) 1,034) ( 20962) ( 2,892) ( 132510)
Net exchange
differences ( 3301) ( 17,921) ( 8) 168)  ( 430)  ( 186) (  22,014)
Reclassificatio
n 176,774 332,826 3,279 405 2874  (__525907) ( 9,749)
Balance on
Dec31,2017  § 146,783 $ 367,579 $ 2,659,924 $ 4,694 $ 15418 $ 50115 $ 40,847 $ 258,574 $ 3,545,934
Accumulated
depreciation
and
impairment
Balance on Jan
1,2018 $ $ 67,962 $ 1,289,391 $ 1,889 $ 5416 $ 38858 $ 29,148 $ $ 1,432,664
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Depreciation

Disposal

Net exchange
differences

Reclassificatio
n

Balance on
Dec 31, 2017

Balance on
Dec 31, 2017

- 5,492 290,420 1,456 1,978 6,204 3,739 - 309,289
- 1660) (  93315) ( 1,247)  ( 1,012) (  18878)  ( 2,568) - ( 118680)
- 2)  ( 20546) - 4) 156)  ( 381) - ( 21,089)
- - 7,252) - - - - - 7,252)

$ - $ 71792 $ 1,458,608 $ 2008 $ 6378 $ 26,028 § 29,938 [ I $1,504,932

$ 146,783 $ 295787 $ 1,201,226 $ 2596 $ 9040 $ 2408 $ 12,909 $ 258574 $ 1,951,002
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Property, plant, and equipment of the Company and its
subsidiaries are depreciated by the straight-line method according

to the following useful life:

House and building
Plant 50 years
Electromechanical power
equipment 5 to 17 years
Engineering system 3 to 20 years
Machine 3 to 20 years
Transportation 3 to 5 years
Office equipment 3 to 11 years
Lease period or shorter
Lease improvement useful life
Other equipment 3 to 10 years
(15) Long-term lease prepayment
Dec 31, 2018 Dec 31, 2017
Current $ 307 $ 315
Non-current 14,267 14,876
$ 14,574 $ 15191

Long-term lease prepayment is the land access in China.

(16) Premium on bonds pavable

Dec 31, 2018 Dec 31, 2017

Unsecured convertible bond in
the country $ - $ -
Minus: due within 1 year - -

$ _ $ -

The Company has issued 6,000 convertible bonds with
denomination of NT$100 thousand dollars each at a rate of 100.8%
on Oct 7, 2014. The total amount is NT$604,800 thousand dollars.

(I) Important rights and obligations of the above convertible bonds
are as following:
1. Issue period is 3 years from Oct 7, 2014 to Oct 7, 2017.
2. The coupon rate of the bond is 0%.

3. Convert period:
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The bond may be converted to the ordinary share of the
Company at any time via a trading broker, who will inform
the TDCC to request a conversion from the Company’s
agency from 1 month after the convertible bond issued date
to the due date, except for 15 business days before the book
closure dates of bonus shares issuance, cash dividend, or
stock subscription of capital increased by cash to the right
distribution date; from reduced capital transaction date to 1
day before the transaction of share trading converted from
the reduced capital; and suspension of transferring other
ordinary share of the Company.

Convert price and adjustment:

The price setting of the convertible bond is NT156.1
dollars of the basis set on Sept 29, 2014. The price of the bond
can be adjusted according to the bond issuance and
conversion regulation afterwards. According to the bond
issuance and conversion regulation, the convertible price
shall be adjusted because the Company issued 551,504
thousand cash dividends and 9,041 thousand dollars stock
dividends from the earnings distribution in 2016. Therefore,
the price has been adjusted from 142.1 to 135.2 on Aug 8§,
2017.

Bond redemption right by the Company:

From Jan 8, 2015 to Aug 27, 2017, if the closing price of the
Company’s ordinary share is 30% more than the convertible
price for 30 consecutive business days, the Company may
redeem the outstanding convertible bond within 30 business
days afterwards.

From Jan 8, 2015 to Aug 27, 2017, if the outstanding

balance of the convertible bond is lower than 10% of the
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denomination issued, the Company may redeem the
outstanding convertible bond at any time afterwards.
Treatment of the convertible bond after the issue expired:

The Company shall fully pay the bond holder in cash
according to the bond denomination when it expired. The
Company has paid 100 thousand dollars per unit on Oct 2017.

The convertible bond includes assets, liabilities, and equity
components. Equity component is recognized as additional
paid-in capital - stock subscription right under equity. Liability
component is 1.70% of the effective interest rate of the initial
recognition.

As of the issue expiration date, the unsecured convertible bond
holders in the country have asked to convert 5,997 bonds. The
remaining 3 bonds are redeemed according to the bond

denomination in cash by the Company.

Liability component on Jan 1, 2016 70,698
Interest at 1.70% of the effective interest rate 1,351
Bond payables converted to ordinary share (___6,640)
Liability component on Dec 31, 2016 65,409
Interest at 1.70% of the effective interest rate 330
Bond payables converted to ordinary share ( 65439)
Bond redemption ( 300)
Liability component on Dec 31, 2017 $ -

Changes on debt instrument of main contract and redemption
right derivatives of 2017 are as follow:

Debt instrument
of main contract

Initial balance $ 65,409

Interest fee 330

Bonds payable converted to

ordinary share 65,439

Bonds payable redeemed ( 300)
& -

Post-employment benefit plans
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Defined contribution plans

The pension system of the Company is adopted by the Labor
Pension Act. It is a defined contribution plan managed by the
government. 6% of the employees” monthly salary will be
contributed to their personal account in the Bureau of Labor
Insurance.
Defined benefit plans

The pension system of the Company is adopted by the Labor
Standards Act. It is a defined benefit plan managed by the
government. Pension benefits are based on the number of units
accrued and the average monthly salaries and wages of the last 6
months prior to retirement. The Company contributes 2% of the
employees’” monthly salaries and wages to the retirement fund
deposited in the Bank of Taiwan, the trustee, under the name of
the independent retirement fund committee. Before the year end, if
the account balance is insufficient to pay the pension to the
employees expected to qualify for retirement in the following year,
the Company will make contribution for the deficit by next March.
The account is entrusted by the Bureau of Labor Funds, Ministry of
Labor, and the Company has no right to affect any investing
strategy.

The amount of the defined benefit plans listed on the balance

sheet is as follow:

Dec 31, 2018 Dec 31, 2017
Present value of
defined benefit obligation $ 40,785 $ 38,911
Fair value of planned assets (__34,207) (__31,456)
Deficit contribution 6,578 7,455
Net defined benefit liability $ 6,578 $ 7455

Changes on net defined benefit liability(assets) are as follow:

Present value Net defined
of defined Fair value of benefit
benefit plan assets liability
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Jan 1, 2017
service cost
current service cost
Interest expense (income)
Recognized in profit or loss
Remeasurement
Actuarial loss
Return on planned
assets (except the
amount included in
the net interest)
Recognized in other
comprehensive
income
Employer contribution
Employer payment
Dec 31, 2017
service cost
current service cost
Interest expense (income)
Recognized in profit or loss
Remeasurement
Actuarial loss
Return on plan assets
(except the amount
included in the net
interest)
Recognized in other
comprehensive
income
Employer contribution
Dec 31, 2018

obligation

$ 36,997

437
562
999

2,420

2,420

(___1,505)
38,911

414
469
883

991

991

$ 40,785

($ 31,159)
( 48?:)
(____483)

184

184
(__1,503)

1,505
( 31,456)
( 385;)
( 388)
(___875)
( 875)
(__ 1,488)
($_34,207)

$ 5,838
437

79

516

2,420

184

2,604
(__1,503)

7,455
414
81
495

991

(___ 875)

116

(__ 1,488)
$ 6,578

The amount of the defined benefit plans recognized in profit

or loss is summarized by function as follow

2018

Operating cost

Selling expenses

Administrative expenses

Research and develop
expenses

$

163
75
257

$ 495
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$ 170
78
268

$ 516



The Company and its subsidiaries are exposed in the

following risks due to the pension system of the Labor Standard

Act:

1.

Investment risk: The Bureau of Labor Funds, Ministry of
Labor has invested, directly or entrusted, the labor pension
fund in domestic or overseas equity securities, debt securities,
and bank deposit, but the Company’s allocated amount of the
planned assets is calculated at a rate no lower than the 2
years fixed deposit rate of the local bank.

Interest rate risk: The present value of the defined benefit
obligation will increase when the interest rate of the
government bond decreases. However, the return on debt
investment of the planned assets will increase as well. Both
of them will offset partially to the net defined benefit
liabilities.

Salary risk: The present value of the defined benefit
obligation is calculated by referring to the future salary of
the planned members, therefore the increase in the salary of
the planned member will increase the present value of the

defined benefit obligation.

The Company’s and its subsidiaries” present value of the defined

benefit obligation is actuarially calculated by a certified actuary.

The material assumption of the measurement date is as follow:

Dec 31, 2018 Dec 31, 2017
Discount rate 1.04% 1.21%
Expected increase rate of the
salary 2.00% 2.00%

If a reasonable change occurs in the material assumption, the

amount of the present value of the defined benefit obligation will

increase (decrease) as follow while the assumption remains the

same:
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Dec 31, 2018 Dec 31, 2017

Discount rate

Increase 0.5% ($__2,691) (3 2,724)
Decrease 0.5% $ 2937 $ 2966

Expected increase rate of the

salary

Increase 0.5%

Decrease 0.5% $ 2855 $ 2918
Discount rate ($__2,610) ($_ 2,685)

It is unlikely to have changes in a single assumption because
the actuarial assumptions are related to one another. Therefore,
the sensitivity analysis above might not reflect the actual change
in the present value of the defined benefit obligation.

Dec 31, 2018 Dec 31, 2017

Estimated contribution

amount within 1 year $ 1491 $ 1,520

Average expiration period
of the defined benefit
obligation 12.8 years 13.7 years
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(III) Provision of the Company - current is an employee benefit
provision of an estimation of the leave entitlement of employee’s

service year (recognized as accrued expense).

(18)  Equity
Dec 31, 2018 Dec 31, 2017
Share capital
Ordinary share $ 923,966 $ 914,557
Additional paid-in capital 895,694 891,658
Retained earnings 1,800,732 1,668,043
Other equity ( 65,171) ( 52,591)
Non-controlling equity 175,028 163,327
$ 3,730,249 $ 3,584,994
(I) Share capital
Ordinary share
Dec 31, 2018 Dec 31, 2017
Authorized shares
(thousand) 100,000 100,000
Authorized capital $ 1,000,000 $ 1,000,000
Number of shares issued
and fully paid (thousand) 92,397 91,456
Capital issued $ 923,966 $ 914,557

The denomination of the issued ordinary share is $10 each.
Each share is entitled to vote and receive dividend.
(II) Additional paid-in capital
Dec 31, 2018 Dec 31, 2017

To make up loss, cash
dividend, or capitalization
additional paid-in capital
in excess of par -
stock issue $ 45,209 $ 41,173
additional paid-in capital
in excess of par -
convertible bond 812,530 812,530
To make up loss only
Recognized as changes in
equity of the
subsidiaries 37,955 37,955
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$ 895,694 $ 891,658

The additional paid-in capital in excess of the face value of the
issued shares includes the additional paid-in capital in excess of
the par common stock and convertible bond to make up loss, or to
release cash dividend or capitalization when there is no loss. The
annual rate of the capitalization is limited to the ratio of the
actual capital.

The capital reserve is only for make up the loss of the changes
of the number of equity transactions recognized in the equity of
the subsidiaries of the Company.

Retained earnings and dividend policy

According to the Company’s policy of earnings distribution, the
current year’s earnings, if any, shall first be used to pay all taxes
and offset accumulated operating losses and then 10% of the
remaining amount shall be set aside as legal reserve in
accordance with related regulations. The remaining earnings
along with the accumulated unappropriated earnings in prior
years shall be appropriated as stock dividends and bonus as
proposed by the Board of Directors and resolved by the
shareholders. The Company’s dividend policy is to evaluate the
future capital budget and plan for future fund needs, financial
structures, and earnings. The Company is in the steady growth
stage. In order to continue expanding and sustaining, the
dividend distribution shall consider the future operating scales
and needs for cash flow. Shareholders’ dividends shall not be
lower than 40% of the current year’s accumulated distributable
earnings. Shareholders’ dividends shall be distributed by way of
a combination of cash and stock. Cash dividends shall account for

at least 10% of the total dividends. For information relating to the
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Company’s rule about employees’ compensation, directors” and
supervisors’ remuneration distribution policy, please refer to
Note 20 (2) employees’ compensation, directors” and supervisors’
remuneration.

The legal reserve shall be allocated until it reached the
amount of the Company’s actual total capital. It may be used to
make up operating loss, if none, it may be distributed in capital
or cash when it surplus 25% of the actual total capital.

The Company reserves and reverses special reserve
appropriated in accordance with the letters of FSC1010012865,
FSC1010047490, FSC1030006415, and IFRSs Q&A for special

reserve appropriated.
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(II) The appropriations of earnings of years 2017 and 2016 as resolved
by the shareholders at their meetings on June 8, 2018 and June 8,
2017 are as follow:

The appropriation of Dividends per share
e ar nin g s(in dollars)

2017 2016 2017 2016
Legal reserve
appropriated $ 70433 $ 68,837 $ - $ -
Special reserve
appropriated 11,848 40,743 - -
Cash dividends 557,880 551,504 6.10 6.10
Stock dividends 9,145 9,041 0.10 0.10

(IIT) The calculation of the Company’s dividends per share in 2018 and
2017 are as follow:

Earnings per
S h ar e share (in
After tax (thousand) dollars)

2018
Earnings per share
Net profit margin to ordinary
stock shareholders $ 700,180 92,394 $ 7.58
Assumed conversion of all
dilutive potential ordinary
share
Employees’ compensation - 329
Diluted earnings per share
Profit attributable to ordinary
shareholders plus effects
of potential ordinary
share $ 700,180 92,723 $ 7.55

2017
Earnings per share
Net profit margin to ordinary
stock shareholders $ 704,335 92,242 $ 7.64
Assumed conversion of all
dilutive potential ordinary
share
Employees’ compensation - 331
Diluted earnings per share
Profit attributable to ordinary
shareholders plus effects ~ $ 704,335 92,573 $ 761
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of potential
share

ordinary

The effect on issuance of bonus shares is adjusted when
calculating earnings per share.

If the Company may choose share or cash as employee
compensation, it is assumed to pay in share when calculating the
dilutive earning per share and count as weighted average number
of ordinary shares outstanding when the potential ordinary share
is dilutive in order to get the dilutive earning per share while
considering the dilutive potential ordinary share.

The Company’s convertible bond issued in 2017 is dilutive

therefore is not recognized in calculating dilutive earning per

share.
(20) Current expenses of employvment, depreciation, depletion, and
amortization
(I) The summary of the current expenses of employment,
depreciation, depletion and amortization are listed by function as
below:
2018 2017
Function|Attribute to|Attribute to Attribute to Attribute to
operatingloperating|Attribute tojoperating|Attribute tojoperating
Nature ¢ o s tlexpen s eloperating costje x p e n s eloperating costje x pen s e
Employment
Salary $ 504562 | $ 271,692 | $ 776254 | $ 495346 | $ 305289 | $ 800,635
Labor and
health insurance 37,931 20,975 58,906 36,371 17,416 53,787
Pension 17,506 7,932 25,438 19,859 7,210 27,069
Other
employment
expense 17,648 4,352 22,000 15,940 4,301 20,241
Depreciation 271,158 38,131 309,289 245,199 44,726 289,925
Amortization 777 2,514 3,291 632 2,493 3,125
In 2018, and on Dec 31, 2017, the numbers of employee of the
Company and its subsidiaries are 956 and 973. The calculation
basis is the same as employee compensation.
(II) Employees’, directors’, and supervisors’ remuneration
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According to the Company’s regulation, the current year’s
earnings before tax and deduction of employees” compensation
and directors’ and supervisors’ remuneration the Company to
allocate 1% to 13.5% for employee and no more than 2% for
directors and supervisors. The employees” compensation and the
directors” and supervisors’ remuneration of years 2018 and 2017
as resolved by the shareholders at their meetings on February 20,
2019 and February 2, 2018 are as follow:

Estimated ratio

2018 2017
Employees’” compensation 4.9% 51%
Directors” and supervisors’
compensation 0.5% 0.5%
Amount

2018 2017
c a s hsharecas hshare

Employees’ $ 43,307 $ - $ 40,944 $ 4,300
compensation
Directors’ and 4,083 - 4,500 -
supervisors’
compensation

If the amount changes after the release date of the annual
financial statement, it will be adjusted in the next year by change
in accounting estimate.

The employee compensation share is 26 thousand in 2017,
which is calculated by dividing the 2017 resolution amount by the
closing market price of 163.5 dollars on the previous date of the
Board meeting.

The employees” compensation, the directors’” and supervisors’
remuneration, and the amount of the financial statement of years
2017 and 2016 as resolved by the shareholders at their meetings
on February 2, 2018 and February 22, 2017 are as follow:

2017 2016
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Directors’” and Directors’” and
Employees’ supervisors’  Employees’ supervisors’
compensation compensation compensation compensation

The amount
resolved at the

meetings $ 45,244 $ 4,500 $ 52,099 $ 4,500
The amount on the

financial

statement $ 45,244 $ 4,500 $ 52,099 $ 4,000

The above difference of the directors” and supervisors’
remuneration in 2016 is adjusted as profit or loss in 2017.

For information relating to the Company’s employees’
compensation and the directors’” and supervisors’ remuneration
in 2018 and 2019 by the shareholders at their meetings, please
visit the “Market Observation Post System” by the Taiwan Stock
Exchange Corporation.

Income tax

The main items recognized as the income tax expense of profit or

loss:
2018 2017
Current tax
Amount in current period $172,119 $166,767
Additional surtax on
undistributed earnings 5,200 3,592
Deferred tax liability
adjustment ( 31,660) ( 19,363)
Adjustment for prior
years 1,848 8,727
147,507 159,723
Deferred tax
Changes in tax rate 13,230 -
Income tax expense
recognized in profit or loss $160,737 $159,723

The Company has resolved on the Board meetings on

February 20, 2019 and February 2, 2018, that the earnings in the

284



(11)

years of 2015, 2014 and before 2013 of the Sporton Lab, the
sub-subsidiaries of the Company, will not be transferred back.
Therefore, the Company will reverse the estimated deferred tax in
the years of 2015, 2014 and before 2013.

The tax rate of the Company in the year of 2017 is 17%. The
income tax law of the Republic of China amended the
profit-seeking enterprise income tax rate from 17% to 20% in
February 2018 and implementing since the year of 2018. In
addition, the tax related to retain earnings rate is decreased from
10% to 5%. The tax in other regions is calculated by the regional
tax rate accordingly.

Deferred tax net asset (liability) consists of the following items:

Dec 31, 2018 Dec 31, 2017
Deferred tax asset
(liability)
Inventory valuation and
obsolescence losses $ 280 $ 840
Unrealized exchange
(profit or loss) loss ( 3230) 2,000
Unrealized Doubtful debt
loss 9,820 8,530
Investment profit
recognized in equity
method ( 77,510) ( 86,160)
Others ( 575) ( 200)
Deferred tax net liability ( 71,215) ( 74,990)
Deferred tax asset ( 7,505) (__12,030)
Deferred tax liability ($_78,720) ($_87,020)

(IIT) The difference of the Accounting income and taxable income is

adjusted as follow:

2018 2017

Profit before tax
Tax amount by the
statutory tax rate $ 189,005 $ 172,704
The number of income tax
affected by the adjusted
item
Dividend revenue ( 196) ( 157)
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Other permanent

difference (__16,690) ( 5,780)
Current income tax expense 172,119 166,767

Deferred tax asset (liability)
recognized (reversed)
Unrealized inventory net

realizable value
recovery benefit ( 560) ( 100)
Unrealized exchange
(profit or loss) loss ( 5,230) 1,490
Unrealized Doubtful debt
loss 1,290 1,810
Investment profit
recognized in equity
method 8,650 (  25383)
Other (__24,531) ( 170)
Current income tax payable
expense 151,738 144,414
Plus:  undistributed
profit surtax 5,200 3,592
Minus: current provisional
tax payment ( 87217) ( 8729)
Plus: income tax payable in
previous years 12,068 -
Current tax liability $ 81,789 $ 60,711

(IV) The Company’s income tax settlement value up to the year of
2016 is approved by the Revenue Service Office.

(22) Capital risk management

The capital risk management of the Company and its
subsidiaries is to have necessary financial resources and operating
plan in order to cover the operating fund, capital expense, research
and development expense, debt repayment, and dividend expense
in the future 12 months.

(23) Financial instruments

(I) Fair value information - financial instrument measured at fair
value in a repetitive basis.

Fair value level
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Dec 31, 2018

Level 1 Level 2 Level 3 Total

Fair value through other
comprehensive income
financial assets
Investment equity
instrument -
domestic emerging
stock $17,002 % - § - $17,002

There is no transfer between level 1 and 2 during Jan 1 to Dec
31, 2018.
(II) The purpose and policy of the financial risk management:

The main financial instruments of the Company and its
subsidiaries include equity and debt instrument investment,
accounts receivable, accounts payable and company debt payable.
The financial management department of the Company and its
subsidiaries is in charge of coordinating operating in domestic
and international financial markets. It supervises and manages
the financial risk related to the Company’s and its subsidiaries’
operation by the risk level and internal risk report of the risk
exposure analysis, including market, credit, and liquidity risks.

The Company and its subsidiaries operate the financial
derivatives based on the transaction procedures of the financial
derivatives resolved by the Board to avoid exchange rate risk.
Internal auditors continue to review the policy compliance and
risk exposure limits. The Company and its subsidiaries do not
conduct financial instrument transaction (including financial
derivatives instrument) for speculative purpose.

1. Market risk
The main financial risks of the Company and its
subsidiaries are changes in foreign currency exchange rate

and interest rate. The Company and its subsidiaries signed
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foreign exchange forward contracts to avoid the currency
exchange rate risk due to import and export.

Nothing changes in the Company’s and its subsidiaries’
management and measurement of the expose risk of the
financial instrument market risk since the previous period.
(1) Exchange rate risk

The Company’s and its subsidiaries’” risk management
for the changes in foreign currency risk is to sign foreign
exchange forward contracts within the permission of
transaction procedures of the financial derivatives.

Please refer to Note 25 for the Company’s and its
subsidiaries” currency asset of the non-functional
currency and the carrying amount of the currency
liability on the balance sheet date.

The Company’s and its subsidiaries’” sensitivity
analysis only includes outstanding net monetary item of
foreign currency and adjusts by 1% of the exchange rate
of the Taiwan dollar at the end of the period. The
positive numbers in the chart below indicate the amount
that increases in the net profit before tax when the New
Taiwan Dollar appreciates by 1% relative to other
currency; whereas the negative numbers shown when it

depreciates by 1%.

The impact of the Korean
The impact of the US dollar d 0 1 1 a T

2018 2017 2018 2017
Affected
amount in
profit or
loss $ 9,266 $ 9,096 $ 47 $ 42

(2) Interest rate risk
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The interest rate risk of the Company and its
subsidiaries mostly comes from fixed and floating
interest rates of certificate deposit and loans.

The Company’s and its subsidiaries” interest
exposure risk of the financial asset and liability carrying

amount on a balance sheet date is as follow:

Dec 31, 2018 Dec 31, 2017
Financial asset with
cash flow interest
rate risk
$428,103 $528,112

The sensitivity analysis of the interest rate risk is
calculated based on fixed interest rate of the financial
asset at the end date of the financial reporting period
and changes in fair value price of the liability. If the
interest rate rises 1%, the annual cash inflow of the
Company and its subsidiaries will increase 4,281
thousand and 5,281 thousand dollars in 2018 and 2017
respectively.

Credit risk

Credit risk is referred to the risk of the Company’s and
its  subsidiaries” financial loss due the contract
non-compliance by the counterparty.

When conducting major transaction, the Company and
its subsidiaries would ask for a collateral or other rights for
collateral from the counterparty to reduce the Company’s
and its subsidiaries’ credit risk effectively. The management
of the Company and its subsidiaries have assigned a special
team to determine the credit line limit, approve credit line,
and conduct other monitoring procedure to ensure proper
action of collecting the overdue receivables has been taken.
In addition, the Company and its subsidiaries will review the
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recoverable amount of the receivables on the balance sheet
date to ensure the non-recoverable amount has been
recognized as impairment loss. Therefore, the management
of the Company and its subsidiaries believes the credit risk
of the Company has been significantly reduced.
Liquidity risk
The Company and its subsidiaries have sufficient
operating funds, so there is no liquidity risk for unable to
comply with contract obligation due to insufficient funds.
The Company’s and its subsidiaries” non-derivative
financial liabilities of arranged repayment period are due as

follow:

Dec 31, 2018
Less than 1 More than 3
y e a r 2~3 yearsy e ar s T ot al

Non-derivative

financial

liabilities
Labilities with 0%

interest rate $ 910,485 $ - $ - $ 910,485
Liabilities with

floating interest

rate - - - -
$ 910,485 $ - $ - $ 910,485
Dec 31, 2017
Less than 1 More than 3

y e a 1 2~3 years y e ar s T ot al

Non-derivative
financial
liabilities

Labilities with 0%
interest rate $ 898,607 $ - $ - $ 898,607

Liabilities with
floating interest
rate

$ 898,607 $ - $ - $ 898,607

Related party transaction

The Company’s and its subsidiaries’ transaction between the

related party, account balance, profit or loss have all been written
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off when consolidated. Please refer to Note 4. For transactions
between the Company and its subsidiaries and other related party,
please refer as follow:

The total compensation in 2018 and 2017 for the directors and

other key managements in the Company and its subsidiaries is as

follow:
2018 2017
Post-employment benefits $ 357 $ 1,015
Short-term employee benefits 35,140 24,421
$ 35497 $ 25436

The compensation of the directors and other key managements
are determined by the compensation committee based on personal
performance and market trend.

(25) Significant foreign asset and liability information

The following information is expressed in foreign currency
summary besides the Company’s and its subsidiaries’” functional
currency. The disclosed exchange rate is the exchange rate of such
foreign currency to functional currency. The information on
significant foreign asset and liability is as follow:

Unit: foreign currency thousand dollars / NT$ thousand
Dec 31, 2018

New Taiwan
Foreign currency Exchange rate D o I I a r s

Foreign currency

a s s e t s

Monetary items

US dollars $ 30,374 30.72 $ 933,089
Korean dollars 167,666 0.02775 4,653
Non-monetary items

Investment using

equity method
US dollars 33,509 30.72 1,029,398
Korean dollars ( 1,707,548) 0.02775 ( 47,384 )

Foreign currency
liabilities
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Monetary items
US dollars 210 30.72 6,451

Dec 31, 2017

New Taiwan
Foreign currency Exchange rate D o I I a r s

Foreign currency

a s s e t s

Monetary items

US dollars $ 31,629 29.76 $ 941,279
Korean dollars 150,196 0.02812 4,224
Non-monetary items

Investment using

equity method
US dollars 29,477 29.76 877,240
Korean dollars ( 1,708,483) 0.02812 ( 48,042)

Foreign currency

liabilities

Monetary items

US dollars 1,065 29.76 31,694

The annual foreign currency exchange profit (loss) of the
Company and its subsidiaries in 2018 and 2017 are 12,266 thousand
and (35,578) thousand dollars respectively. It is unable to disclose
every currency exchange profit or loss other than significant ones
due to the variety in the foreign currency transactions and the
functional currency of the Group.

(26) Notes on disclosed item

(I) Significant transaction related item and (II) joint venture

information:
N o I t e mN ot e s
1 |Capital loans to others. None
2 |Endorsement guarantee to others. None
Status on holding securities at the end of the period. (not
3 including investments in subsidiaries, affiliate, and| Note 1

joint venture)

Accumulated buying or selling the same securities for] None
4 over 300 million New Taiwan dollars or more than 20%
paid-in capital.
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Acquire real estate for over 300 million New Taiwan
dollars or more than 20% paid-in capital.

None

Dispose real estate for over 300 million New Taiwan
dollars or more than 20% paid-in capital.

None

Purchase or sale with related parties for over 100 million
New Taiwan dollars or more than 20% paid-in capital.

Note 2

Accounts receivables with related parties for over 100
million New Taiwan dollars or more than 20% paid-in
capital.

Note 3

Conduct derivative product transaction

None

10

Other: business relation and significant transaction
amount between the parent company and subsidiaries
and between subsidiaries.

Note 4

11

Investee information

Note 5

(IIT) China investment information:

N o

Al t e m

N ote

Investee company name in China, main business item,
paid-in capital amount, investing method, fund
remittance status, shareholding ratio, current profit or
loss and recognized investment profit or loss,
investment carrying amount at the end of the period,
repatriated investment profit or loss, and limit in
investment amount for mainland China.

Note 6

Significant transaction item, price, payment condition
and unrealized profit or loss occur directly or
indirectly via the 3rd regions with investee company in
China.

Note 6

(27) Operating segments information

The Company’s and its subsidiaries’ segments in accordance

with the International Financial Reporting Standard 8 as follow:

Taiwan segment — Sporton International Inc.

— International Certification Corp

— Ding-ji Investment Inc. (It has been liq
November 2018.)

— GVT (Loss of control in May 2017)
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Other segment — Sporton Investment (SAMOA), Inc.
— Sporton Holding (SAMOA) Inc.
— Sporton International (Korea) Inc.
— Sporton International (USA) Inc.
— Sporton International Kunshan
— Sporton International Shenzhen
Segment revenue and operating results
The corresponding segment analysis on income of the
operating units and the operating results of the Company and its
subsidiaries is as follow:

The financial information of the segment in the Company

and its subsidiaries in 2018 & 2017 is as follow:

2018
Taiwan Adjustment
Segment Other segment and write-off T o t a 1
Operating revenues $ 2,573,428 $ 715,042 ($ 291,826) $ 2,996,644
Operating costs 1,470,936 472,176 ( 306,050) 1,637,062
Gross profit 1,102,492 242,866 14,224 1,359,582
Operating expenses 341,233 169,263 ( 3,441) 507,055
Net operating
income 761,259 73,603 17,665 852,527
Non-operating
income and
expenses 99,870 ( 1,065) ( 75,255) 23,550
Profit before income
tax, net $ 861,129 $ 72,538 ($__ 57,590) $ 876,077
2017
Taiwan Adjustment
Segment Other segment and write-off T o t a 1
Operating revenues $ 2,493,551 $ 773,806 ($ 237,844) $ 3,029,513
Operating costs 1,412,507 444,229 ( 251,931) 1,604,805
Gross profit 1,081,044 329,577 14,087 1,424,708
Operating expenses 386,771 176,969 - 563,740
Net operating
income 694,273 152,608 14,087 860,968
Non-operating
income and
expenses 173,029 16,913 ( 163,395) 26,547
Profit before income
tax, net $ 867,302 $ 169,521 ($_ 149,308) $ 887,515
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(II) Segment assets

December 31, 2018
Taiwan Adjustment
Segment Other segment and write-off T o t a |1
Current assets $2,178,950 $ 990,386 ($ 420,963) $2,748,373
Fair value through
other
comprehensive
income financial
assets 17,002 - - 17,002
Investment with
equity method 1,167,308 - ( 1,167,308) -
Property, plant and
equipment 1,170,377 788,305 ( 7,680) 1,951,002
Intangible assets 1,275 - - 1,275
Deferred tax assets 7,505 - - 7,505
Long-term lease
prepayment - 14,267 - 14,267
Other non-current
assets 3,784 10,771 - 14,555
Total assets $4,546,201 $1,803,729 ($1,595,951) $4,753,979
December 31, 2017
Taiwan Adjustment
Segment Other segment and write-off T o t a 1
Current assets $2,186,971 $1,138,683 ($ 528,375) $2,797,279
Financial assets
carried at cost -
non-current 13,172 - - 13,172
Investment with
equity method 1,022,635 - ( 1,022,635) -
Property, plant and
equipment 1,294,826 483,602 - 1,778,428
Intangible assets 2,550 - - 2,550
Deferred tax assets 12,030 - - 12,030
Long-term lease
prepayment - 14,876 - 14,876
Other non-current
assets 3,473 10,325 - 13,798
Total assets $4,535,657 $1,647,486 ($1,551,010) $4,632,133

The transactions between segments in 2018 and 2017 have
been written off.
(IIT) Geographic information
The Company and its subsidiaries operate in these 4 main

regions - Asia, America, Europe, and Oceania.
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The information on the income of the operating units from

other customers of the Company and its subsidiaries is shown as

follow:
Income from other customers
2018 2017

Asia $2,131,023 $ 2,444,024
America 721,571 486,434
Europe 133,504 83,259
Oceania 10,546 15,796

$ 2,996,644 $ 3,029,513
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(IV) Major customers’ information
The Company and its subsidiaries do not have customers
with more than 10% of the total operating income in 2018 and

2017, therefore no information to be disclosed in this section.
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Note 1 securities holding status at the end of the period:

Unit: NT$ thousand/Original currency thousand dollars

Company of RelationWith’cheRecognizedE n_d o f - t h e P2 T i o d
h 1 d i Securities type and name ities i tThousand share /|carrying amount Sharehfﬂdmog Fair valueN o t e
0 ing securities issuerla ¢ ¢ o u n . ratio%
thousand unit
Sporton Tai-Tech Advanced None Fair value 576 $ 17,002 0.63 $ 17,002
International Inc. Electronic Co., Ltd. through other
comprehensive
income
financial
assets -

non-current
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Note 2 Purchase or sale with related parties for over 100 million New Taiwan dollars or more than 20% paid-in capital:

Unit: NT$ thousand

Detail and reason why
transaction terms are|Notes/Accounts receivable

T'ransaction doet ai different from regular|( p a y a b 1 e )
PurchaseorsaleNameoftheRelation transaction N o t e
companylcounterparty ) Ratio of total

Purchase / Ratio of total Credit line| . . . |Credit line notes/ Accounts

A m o u n tjpurchase / . Unit price . Balance .
s al e glperiod period receivable
sale % (payable)
Sporton Sporton Sub-subsidiaries Sale ($ 136,021)| ( 6) |Within 4 - - accounts
International| International of the Company months receivable 10
Inc. Kunshan after . $ 95819
completing
the labor

service

Note: It has been consolidated written-off.
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Note 3 Accounts receivables with related parties for over 100 million New Taiwan dollars or more than 20% paid-in capital:

Unit: NT$ thousand

Accounts
receivable

Overdue accounts receivable of

related

parties

Recoverable
amount of the

Allowance

Accounts receivableName of the Turnover accounts
R el a t i o njof related . amount for
compan ycounterparty . a t e Treatme n tjreceivable of
parties Amount . |doubtful debts
balance m e t h o djrelated parties
after period
Sporton Sporton International|Sub-subsidiaries of the|accounts
International Inc. | Kunshan Company receivable 0.79 - - - -
95,819
other
receivable - - - - -
38,007

Note: It has been consolidated written-off.
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Note 4 Business relation and significant transaction amount between the parent company and subsidiaries and between subsidiaries:

Unit: NT$ thousand

T r a n s a ¢ t i o n d e t a i 1
N o . Relation with Fat;o tOf athei
(Note 1) Name of the companyName of the counterparty thls Cimpa;y AccountlAmountTransaction Termsjconsolidated
(Note ) revenue or total
asset (Note 3)
2018
0 Sporton International Sporton International Kunshan 1 Accounts $ 95819 |Within 4 months after 2
Inc. receivable completing the labor service
” " " " Other receivable 38,007 |Within 3 months after the 1
equipment purchase
acceptance inspection is
done
” " " " Revenue arising 136,021  |No significant difference with 5
from non-related party
rendering of
services
" " " " Cost of 127,876  |No comparable price because 4
rendering there is no other vendor for
service testing.
" " Sporton International " Other receivable 146,903  |Within 4 months after the 3
(Korea) Inc. equipment lease and
equipment purchase
acceptance inspection is
done
” ” Sporton Investment n Accrued 3,039 — -
(SAMOA) Inc. expense
" " International  Certification " Accounts 10,323  |Within 1 month after -
Corp receivable completing the labor service
" " " " Other receivable 1,884 |Within 4 months after the -
equipment lease
" " " " Revenue arising 17,345 |No significant difference with 1

from
rendering of
services

non-related party
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Sporton
Kunshan

VA

VA

VA

VA

VA

/N

n

/N

International

n

n

4

Sporton International
(Shenzhen) Inc.

/N

/N

Sporton International (USA)
Inc.

Sporton International
(Shenzhen) Inc.

7

Sporton International (USA)
Inc.

V4

/N

V4

/N

/N

n

//

n

7

7

/N

Cost of
rendering
service

Lease income

Accounts
payable

Other receivable

Revenue arising
from
rendering of
services

Sales revenue

Cost of sales

Other receivable

Other receivable

Revenue arising
from
rendering of
services

Rental income

Other receivable

6,174

14,094

3,401

66
14

16
3,418

45,810

3,790

946

3,441

11,876

No comparable price because
there is no other vendor for
testing.

Additional fee for monthly
depreciation and equipment
maintenance expense

Within 4 months after sales of
parts

No significant difference with
non-related party

No significant difference with
non-related party

No significant difference with
non-related party

Within 4 months after the
equipment purchase
acceptance inspection is
done

Within 4 months after the
equipment lease

No significant difference with
non-related party

Monthly rental income of the
plant

Within 4 months after the sales
of equipment acceptance
inspection is done
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Note 1 : The business information between the parent company and subsidiaries should be marked in the number column as below:
1. Fill in O for the parent company.
2.Start from number 1 for every subsidiary.
Note 2 : There are three kinds of relation with the related party, indicate with number:
1. Parent company to subsidiaries.
2.Subsidiaries to the parent company.
3.Subsidiaries to subsidiaries.
Note 3 : The transaction amount is calculated by the ratio of the total consolidated revenue or total asset. If it is under the asset and
liability account, it is calculated by the balance at the end of the period accounts for the total consolidated asset. If it is under the

profit or loss account, it is calculated by the accumulated amount at end of the period balance accounts for the total consolidated

revenue.
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Note 5 Investee company information:

Unit: NT$ thousand/Original currency thousand dollars

Original investing amount

Holding at the end of the period

Current net
profit or loss

Current

Investing company Investee company name(R e g i o n Mam businesslE n d = o fEnd of last|Thousand share / . oglcarryinglof the ‘recognlzed Remark
n a m e 1 t e m sjcurrent ./ |Ratio % . investment
. y e a rjthousand unit amountjfinvestee .
period profit or loss
company
Sporton International |Sporton Investment Samoa General $ 63828 | $ 63828 | USD 2,017 (Note 9528 | $ 57,103 (($ 4,004) ] (% 3,815)
Inc. (SAMOA) Inc. investment 1)
Sporton Holding Samoa General 243,369 243,369 | USD 7,545 (Note 83.60 870,116 93,591 78,242
(SAMOA) Inc. investment 1)
International Taiwan Electronics 60,000 60,000 6,000 100.00 137,910 18,531 18,531
Certification Corp
Sporton International USA Electronics 138,915 - UsD 4,500 (Note 100.00 102,179 ( 35,393 ) ( 35,393 )
(USA) Inc. 1)
International Ding-ji Investment Inc. |Taiwan General - 50,000 - - - 41 41 Note 3
Certification Corp investment

Note 1 :
Note 2 :

value of the equity of the investee company have been written off completely.

Note 3 :

Expressed in investing amount.

Ding-ji Investment Inc. has completed liquidation in November 2018.
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Note 6 Investment information in China:

1. Investee company name in China, main business item, paid-in capital, investing method, fund remittance status, shareholding ratio, current profit or loss and recognized

investment profit or loss, investment carrying amount, repatriated investment profit or loss:

Unit: NT$ thousand/Original currency

thousand dollars

Accumulated|Repatriated or recovered
. . . . Accumulated .
investin glinvesting amount of the|, - . Direct orfCurrent
. . . investin g|Current profit or|. . X Book value offInvestment
M a i n . . |Investingla m o u n tlp e r i d indirectlrecognized . . .
Investee company . Paid-in . am o un tloss of the . . |the investment at|profit repatriated
X X business . m et h o d|repatriated from . . shareholding|investment profit .
name in Chinal| . capital . repatriated fromjin vestee|l ) the end of the|back to Taiwan
i t e m (Note 1)|Taiwan at the . Recovere| .. ratio % of thelo r l oss . . .
o Repatriated Taiwan at thelcom p an p e r i o d|as of this period
beginning of the . Company
. end of the period
period
Sporton International| Electronics $ 292,503 ?) $ 239295 | $ - $ - $ 239295 | $ 93,621 83.60 $ 78,268 $ 869,360 $ -
Kunshan USDY,039 UsD 7,415 UsD 7,415 (Note 2) (Note 2)
thousand dollars thousand dollars thousand dollars
Sporton International Electronics 16,269 ) -1 $ 16,269 - 16,269 | ( 4,129) 95.28 ( 3,934) 11,392 -
Shenzhen UsD 550 usD 550 UsD 550 (Note 2) (Note 2)
thousand dollars thousand dollars thousand dollars

2. Total investment amount in China:

Accumulated investing amount repatriated from Taiwan to China at the

e n d o f t h e periodI

nvesting

amount

approved

by MOEAIC

Limits on investing amount in China according to the MOEAIC (Note 5)

$ 255,564
USD 7,965 thousand dollars

$ 298,773

USD 9,305 thousand dollars

$2,238,149

Note 1: There are three investment methods, label in category:

(1)Direct investing in China.
(2)Investing in China via the 3rd region company.

(3)Other method.

Note 2 : Current recognized investment profit or loss is from the financial report approved by accountant.

Note 3 : Dec 31, 2018 exchange rate at the end of the period USD : NTD=1: 30.72.

Average exchange rate of 2018 USD : NTD=1 : 30

.15.

Note 4: According to the MOE No0.09704604680 amendment of “investing in China or technology cooperation review guideline” on Aug 29, 2008, the limit of the accumulated

investment in China is 60% of the net value or consolidated net value, whichever is higher.

3. Significant transaction of direct or indirect investing in China:

m Notes/Accounts receivable

Unrealized profit

r a ns ac¢ct i on ter(payable)orloss
Name of the related parties Relation between the Company ar.1d the Transaction typel]A m o u n t Compared with
related partie . Percentage
r i ¢ e|Payment termsjr e g ul a r[B alance o
. C % )
transaction
Sporton International Kunshan|Subsidiaries of Sporton Holding Revenue arising $ 136,021 Negotiated by Negotiated by No significant $ 95819 100% $ -
(SAMOA) Inc. from rendering of both parties both parties difference
services
" " Cost of rendering 127,876 ” ” ” - - -

305



n”

Sporton International
Shenzhen

n”

Sporton Investment (SAMOA) Inc.

service

Sale of assets
Revenue arising
from rendering of
services

Revenue of sale
Cost of sale

31,887
14

16
3,418

(

3,401 )

100%

Directly or indirectly investing in China and provide endorsement, guarantee, or providing collateral: None.

Directly or indirectly investing in China and provide fund accommodation: None.

Other transaction with significant impact on current profit or loss or financial status: None
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6. If the Company and its affiliates encountered any financial difficulties in the most recent year and as of
the date of publication of the annual report, please describe their impact on the financial status of the
Company: Nil.

VI1. Review and Analysis of Financial Status and Business Results and Risk Issues
1. Financial Status
Comparison Analysis Table of Financial Status:
Unit: NT$ thousand

Year Difference
Item 2018 2017 Amount %
Current assets $2,748,373 | $2,797,279 $(48,906) (1.75)
Fund and investment 17,002 13,172 3,830 29.08
Property, plant and 1,951,002 1,778,428 172,574 9.70
equipment
Intangible assets 1,275 2,550 (1,275)| (50.00)
Other assets 36,327 40,704 (4,377)| (10.75)
Total assets 4,753,979 4,632,133 121,846 2.63
Current liabilities 934,647 952,664 (18,017) (1.89)
Other liabilities 89,083 94,475 (5,392) (5.71)
Total liabilities 1,023,730 1,047,139 (23,409) (2.24)
Share Capital 923,966 914,557 9,409 1.03
Capital reserve 895,694 891,658 4,036 0.45
Retained earnings 1,800,732 1,668,043 132,689 7.95
Other interests (65,171) (52,591) (12,580) | (23.92) (Note 1)
Non-controlling 175,028 163,327 11,701 7.16
interests
Total equity 3,730,249 3,584,994 145,255 4.05
Reason explanation:
The following is the main reason, its impact and future counter measures for ratios of
assets, liabilities and interests between 2017 and 2018 changed over 20% with monetary
amount of over NT$10 million:
Note 1: Due to the RMB depreciation, other interests are lower than those in the last
period.
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2. Operation Results

(1) Comparison analysis table of operation results

Unit: NT$ thousand

Increasing/decreasing | Variable
Item 2018 2017 monetary amount ratio
%

Operating revenue net 2,996,644 | 3,029,513 (32,869) (1.08)
Operating costs 1,637,062 1,604,805 32,257 2.01
Operating margin 1,359,582 | 1,424,708 (65,126) (4.57)
Operating expenses 507,055 563,740 (56,685) (10.06)
Operating net profit 852,527 860,968 (8,441) (0.98)
Non-operating income and 23,550 26,547 (2,997) (11.29)
expenses
Net profit after tax 876,077 887,515 (11,438) (1.29)
Total income tax expense 160,737 159,723 1,014 0.63
Net profit after tax $715,340 $727,792| $(12,452) (1.72)
Causes of major changes and analysis of their impact: There were no changes in the
current period of more than 20% with amount of over NT$10 million.

(2) Key performance indicator (KPI) for business strength:
The setting of the performance indicator is divided into four aspects: finance, customer,

process, organization growth and learning. Each indicator is extended based on the
Company’s business philosophy and strategy goal as center. The KPI is the extension of

the organization’s core from inside out and above down. The Company’s financial KPI
is revenue, debt ratio, property, plant and equipment turnover rate, return on equity, net

income ratio and EPS.

i Receivables )

Debt to asset ratio 21.53 ) 2.80 | Return on equity 19.56
turnover Ratio

Long term capital to . . -
Payable turnover Operating profit to paid-in

property, plant and 191.20 1.64 ) i 92.27

) ) rate capital ratio
equipment ratio
_ Inventory Pre-tax net profit to

Current ratio 294.05 5.14 L ) ) 94.82
turnover rate paid-in capital ratio
Property, plant

Quick ratio 280.75 | and equipment 1.61 | Net profit ratio 23.87
turnover rate

) Total asset i

Interest coverage ratio | O 0.64 | Pre-tax earnings per share | 7.58

turnover
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3. Cash Flow

(1) Recent annual cash flow analysis

ltem December 31, | December 31, Increasing
2018 2017 (decreasing) ratio%
Cash flow ratio (%) 101.61 80.49 26.24(Note 1)
Cash flow adequacy ratio (%) 108.97 118.75 (8.24)
Cash reinvestment ratio (%) 7.24 4.21 71.97 (Note 2)

Reasons for changes of increasing/decreasing ratio:

Note 1. Mainly due to the cash flow from operating activities in 2018 increased
significantly and current liabilities decreased compared to 2017.

Note 2: Mainly due to the cash flow from operating activities in 2018 increased
significantly compared to 2017; the cash dividend, property, plant and equipment
gross, and the investment based on the equity method also increased compared to

2017. However, the increasing ratio of them was lower than that of the cash flow
from operating activities.

(2) Analysis of cash flow in the coming year
Unit: NT$ thousand

Net cash flow Leverage of Cash Deficit
o forecast from
Beginning _ Net cash flow | Cash surplus
h operafing forecast for |(Deficit) forecast
. Icas o activities X O Investment | Financing
alance the year +@—
throughout the y plan plan
year®@
$1,069,923 $997,168 $1,249,153 $817,938 - -

4. Impact of major capital expenditure in the past year on the financial status: Nil.

5. Re-investment policy in the past year, the main reason for its profit or loss, the improvement plan
and investment plan in the next year:

Unit: NT$ thousand

) ) Shareholding Profit (loss) of
Invested Companies Business . . ]
Ratio investment in 2018
General
Sporton Investment(SAMOA) Inc. . 95.28% (3,815)

business
. General

Sporton Holding (SAMOA) Inc. _ 83.60% 78,242
business
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International Certification Corp Electronics 100% 18,531
Sporton International (USA) Inc. Electronics 100% (35,393)

The interests of net investment from reinvested businesses this year is NT$ 57,565 thousand,
conducive to the Company’s overall profit. In the coming year, the operating performance of each
invested business will be managed continuously for the Company’s overall operating benefit and
industrial competitiveness.

6. Analysis and Assessment of Risk

(1) The impact of interest and exchange rate changes and inflation on the Company's profit and

loss and future counter measures
Unit: NT$ thousand

Item/Year 2018
Interest income net (Note) 13,302
Operating revenue 2,996,644
Operating net profit 852,527
Interest income net / operating revenue 0.44%
Interest income net / operating net profit 1.56%

Note: Interest income net =interest revenue - interest expense

The Company considers fund allocation particularly important to maintain fund in a
most effective way. Since there was a major change in deposit interest rate in 2018, as
well as the proportion of interest income net in operating net profit was extremely low,
the impact of change in interest rate on the Company was quite small.

(2) Impact of exchange rate fluctuation on the Company’s gains or loss and future

counter measures:
Unit: NT$ thousand

Item/Year 2018
Exchange income (Note) 12,266
Operating revenue 2,996,644
Operating net profit 852,527
Exchange income / operating revenue 0.41%
Exchange income / operating net profit 1.44%

Note: Exchange income = exchange gains - exchange losses

The Company’s foreign exchange revenue iS mainly from US dollar; part of the
equipment purchase cost and part of the expenditure were paid by USD and Euro. Due
to the proportion of exchange income in operating revenue and net profit was extremely

low, the impact on profit and loss was not big.
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(3) Impact of inflation in the most recent year on the Company’s gains or loss and
future counter measures: Nil.

(2) In the most recent year and as of the date of publication of the annual report, with

engagement in policies of high-risk and highly leveraged investments, loans to others,

endorsements and guarantees and derivative trading, the main reasons for gains/loss and future

counter measures:

(@)

(b)

(©)

(d)

The high-risk and highly leveraged investments in the most recent year and as of the date of
publication of the annual report: Nil.

Loans to others in the most recent year and as of the date of publication of the annual
report:

As the Company has established Operating Procedures for Loans to Others, matters
regarding to loans to others should be handled in accordance with the Procedures. Currently
the Company hasn’t provided any loans to others.

Endorsements and guarantees in the most recent year and as of the date of publication of
the annual report:

As the Company has established Procedures of Endorsements and Guarantees, matters
regarding to endorsements and guarantees should be handled in accordance with the
Procedures. So far the Company hasn’t made any endorsements and guarantees.

Derivative trading in the most recent year and as of the date of publication of the annual
report: Nil.

(3) Future R&D projects and estimated cost of R&D:

Future R&D projects and estimated cost of R&D

(@ The direction of the Company’s R&D projects is focused on the testing of advanced
technology of phones and wireless communication, to improve the Company’s
competitiveness and to satisfy diverse needs of customers.
I. The main R&D direction in 2019
OTA testing of 5G NR mmWave antenna performance
5G phones with sub 6Ghz(FCC/CE+SAR+OTA+GCF/PTCRB)
5G phones with sub mmWave(FCC/CE+SAR+OTA)
LTE 4CA/5CA
5G Internet of \ehicle application C-V2X and 802.11P 5.9GHz forced-path
testing.
ii. Estimated cost of R&D in 2019 is NT$ 46 million.
(b) R&D projects, the current progress of the uncompleted R&D projects, necessary R&D
cost, estimated time of mass production and the main factors for success in R&D
projects in the future:
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I. All of the R&D tasks in 2018 will be completed on schedule except for the
OTA testing of mmWave antenna performance, 5G phones with sub 6Ghz
(FCC/ICE+SAR+OTA+GCF/PTCRB), 5G phones with sub mmWave
(FCC/CE+SAR+OTA) and LTE 4CA/5CA.

ii. The main factors for success in R&D projects in the future:

- Effectively allocate R&D resources to key R&D programs:

Short and medium term: In accordance with the Company’s key businesses, develop
multiple new testing services and satisfy diverse needs of customers.

Long term: develop the testing energy of future mobile phone technology, and build
the core competitiveness of the Company.

- Effectively integrate internal R&D and external market development, and strengthen
both communication and service with domestic/foreign mobile phone operators and
telecom service providers, in order to be more productive.

(4) The impact of important domestic and overseas policy and regulation changes on the
financial status of the Company and counter measures in the most recent year and as of the date
of publication of the annual report: No major impact.

(5) The impact of technological and industrial changes on the financial status of the Company
and counter measures in the most recent year and as of the date of publication of the annual
report: No major impact.

(6) The impact of corporate image change on the Company’s crisis management and counter
measures in the most recent year and as of the date of publication of the annual report: No
corporate image change in the most recent year and as of the date of publication of the annual
report.

(7) Expected benefits and possible risks of M&A: No matters about M&A in the most recent
year and as of the date of publication of the annual report.

(8) Expected benefits and possible risks of plant expansion: Due to the wide variety of wireless
products, the development of mobile phone market will be unlimited in the future. To compete
in this market, it’s necessary to provide customers with more diverse certification services to
meet the needs of customers in one-stop shopping. The continuous capital expenditure is the
Company's indispensable part to maintain the leading position and to grow in the industry.
However, if the market conditions are not as expected, the benefits may be lower than expected.

(9) The impact of concentration of purchase or sales and counter measures: No matters about
concentration of purchase or sales in the most recent year and as of the date of publication of the
annual report.

(10) The impact and risk of mass share transfer of or change by Directors, Supervisors or
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Shareholders holding more than 10% of the Company's shares: No matters about mass share
transfer of or change by Directors, Supervisors or Shareholders holding more than 10% of the
Company's share in the most recent year and as of the date of publication of the annual report.

(11) The impact and risk of the change of management right brought to the Company: No
matters about the change of management right in the most recent year and as of the date of

publication of the annual report.

(12) If there is any litigation or non-litigation, please list the significant litigation, non-litigation
or administrative litigation with its judgment already made or pending which is related to the
Company or the Company’s Directors, Supervisors, General Manager, actual person in charge,
shareholders holding more than 10% of the Company's shares or affiliates. The result may have
a significant impact on the shareholders' equity or the price of the Company’s shares: No matters

about litigation or non-litigation in the most recent year
annual report.

(13) Other important impact and counter measures

Risk Management Organization Table:

and as of the date of publication of the

Important Risk Evaluation Item

Risk Control Direct Unit

1. Interest rate, exchange rate and financial risk

2. High-risk, high-leveraged investment, loans to others,
derivative trading, financial management and investment
3. R&D projects

4. Corporate image

5. Expansion of plant or production

6. Supervisor and major shareholder rights movement
7. Changes in management rights

8. Litigation and non-litigation matters

9. Personnel behavior, ethics and integrity

10. Issue management of Board of Directors

Finance Department
Finance Department

R&D Department

General Manager's Office

General Manager's Office, Business
Divisions and Administrative Departments
Finance Department

General Manager's Office

Administration Department

Supervisors at all levels and Administrative
Department

Finance Department

7. Other important matters:

(1) Accounting management of impaired assets

If there exists major impairment when the carrying amount is measured with the relevant
recoverable amount of assets (mainly property, plant and equipment, intangible property,
financial assets and investments accounted for using equity method), the impaired part is
considered loss. Thereafter, if the recoverable amount of assets increases, reversal of
impairment loss will be considered as benefit. However, the carrying amount of asset after
impairment loss is reversed should not exceed the carrying amount of asset after
depreciated without impairment loss had been recognized.
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(2) The basis of evaluation for presenting asset liabilities

(a)

(b)

Accounts receivable

The basis of evaluation:

Means to estimate the credit losses listed as allowance for reduction of trade
receivables in the contract period. Credit loss in the contract period is estimated
according to the clients’ past default record and their current financial status.

The basis of asset evaluation: As the Company’s historical experience of
credit losses, there’s no significant difference in the loss type of different client
group. Therefore, the estimated credit loss ratio is set based on the days overdue
of trade receivables. If any evidence shows the counterparty is faced with serious
financial difficulties that the Company can’t reasonably estimate the recoverable
amount, the Company will charge off the relevant trading receivables and
continue the recourse action. The recoverable amount by the recourse will be
recognized in profit or loss.

Inventories

The basis of evaluation:

Inventories are valued at lower of cost or net realizable value. At
the final, preparation according to age of receivables to list
provision for doubtful debts.

The basis of evaluation:

When comparing cost and net realizable value, except for the
inventories of the same category, with individual item set as basis,
at the final preparation according to inactive stocks and obsolete
inventory list 100% allowance for inventory valuation and
obsolescence loss in accordance with inactive stocks and obsolete
inventories.

(3)Reveal of information about financial instruments

(a) Financial instruments of assets and liabilities not measured at fair value

Dec 31 2018 Dec 31 2017
Financial assets:
Cash and cash equivalents $ 1,069,923 $ 1,526,792
Financial assets at amortized
cost—current 369,260 -
Debt investments without
active market—current - 85,340
Notes receivable 14,205 7,074
Accounts receivable 1,116,935 1,004,574
Other financial assets —current 48,030 44,517
Designated financial asset at
fair value through other 17,002 -
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comprehensive P/L—

non-current

Financial assets at cost—

non-current - 13,172

Guarantee deposits paid 10,826 9,533

Financial liabilities:

Notes payable 18,895 11,197
Accounts payable 148,926 90,892
Accrued expenses 650,512 677,451
Other accrued expenses - 50,901

(b) The methods and assumptions applied in determining the fair value of

financial instruments

Fair value of financial assets and liabilities is determined as follow:

For financial assets and liabilities traded in an active market with
standard terms and conditions, their fair value is determined based on
market quotation price. Fair value without referable market
quotations is estimated using the market method valuation techniques.
The estimates and assumptions used by the merged company is
consistent with those used by market participants when pricing
financial products.

If the derivative instrument has public quotation made by an active
market, the fair value is decided with this market price. The fair
value of derivatives which are not options and without market
quotations, is determined based on discounted cash flow analysis
using interest rate yield curve for the contract period. The estimates
and assumptions used by the merged company is consistent with
those used by market participants when pricing financial products.
Except for what is described above, other financial assets and
liabilities are determined with generally accepted pricing models
based on discounted cash flow analysis.
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1. Information about the Company’s Affiliates

(1) Organization chart

VI11. Special Disclosures

International INC.

Sporton

December 31, 2018

95.28%

A 4

100%

\ 4

83.60%

A 4

100%

A

Sporton Investment

Sporton International

Sporton Holding

International

(SAMOA) Inc. (USA) Inc. (SAMOA) Inc. Certification Corp.
100% l 100%
A 4
Sporton Kunshan Haoxing

International(ShenzZhen) Inc.

Electronic Technology
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(2) Basic data of affiliates:

Unit: NT$ thousand/original currency: NT$ thousand

Industrial Area,
Xili Str, Nanshan
Dist, Shenzhen,
China

Date of Major
Affiliate Establishmen Address Paid-in Capital | Business or
t Products
Sporton Investment 2002.10.11 |TrustNet uSD2,117 Investment
(SAMOA) Inc. Chambers,Lotemau
Centre, P.O.
Box1225, Apia,
Samoa.
Sporton Holding (SAMOA) (2006.12.19 (Portcullis TrustNet USD8,892 Investment
Inc. Chambers ,P.0.Box
1225 ,Apia ,SAMO
A
Kunshan Haoxing Electronic|2007.3.22  |N0.1098, Pengxi USD9,039 Electronics
Technology North Road,
Development Zone,
Kunshan, Jiangsu,
215301 China
International Certification |2012.10.5 |F.4, No.35 Lane 52, NTD60,000 Electronics
Corp. Wen San 2nd St.,
Kwei Shan Hsiang,
Tao Yuan Hsein
333, Taiwan
Sporton International 2017.7.6 175 Montague USD4,500 Electronics
(USA) Inc. Expressway,
Milpitas, CA 95035
Sporton 2017.9.1 F2, Building 5, USD550 Electronics
International(ShenZhen) Inc. Xinweishiling

(3) Information about common shareholders of entities presumed to have a controlling and

subordinate relationship: Nil.

(4) Overview of the operations of the affiliates
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The overall business of the Company’s affiliates mainly includes Electromagnetic Compatibility
(EMC) , Electromagnetic Interference (EMI), Electromagnetic stamina (EMS), wireless networking
(RF&Telecom ) , mobile phones, OTA Evaluation of Mobile Phone Antenna, 802.11ac, 802.11ac

wave 2, 4G/LTE, NFC product, WPC Wireless Charging Product, Product Safety Testing, Sales for
Anti-Magnetic Component and general investment.

(5) Information about the directors, supervisors and general managers of the affiliates

Unit: NT$ thousand/original currency: NT$ thousand

Affiliate Title Name or representative Shareholding
Share %

Sporton Chairman Sporton International INC usD2,017 95.28
Investment(SAMOA) Representative: Huang,
Inc. Wen-Liang
Sporton Chairman Sporton International INC USD7,545 83.60
Holding(SAMOA)Inc. Representative: Huang,

Wen-Liang
Kunshan Haoxing Chairman Sporton USsD9,039 100

Electronic Technology

Director/General

Holding(SAMOA)Inc .
Representative: Huang,
Wen-Liang

manager Yang, Zhi-Xiang
Director
Supervisor Su, Ming-Ze
Li, Hui-Cheng
International Chairman Sporton International INC NTD60,000 100
Certification Corp. Representative: Huang,
Shu-Hua
Director Wang, Xin-Tian
Director Zhang, Zhao-Lin
Supervisor Shi, Lin-Jie
Sporton International Chairman Sporton International INC USD4,500 100
(USA) Inc. Representative: Huang,
Wen-Liang
Sporton Chairman Sporton Investment USD550 100
International(ShenZhe (SAMOA) Inc.
n) Inc. Supervisor Representative: Huang,

Wen-Liang, Su,Ming-Ze
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(6) Overview of the operations of the affiliates

Unit: NT$ thousand; Earnings per share: NT$

Earnings (loss)

. i Total Total Total | Operating| Gross | Netincome per
Affiliate Capital . . . i
asset liabilities | equity income profit (after tax) [share (NT$) (after
tax)
Sporton Investment(SAMOA),Inc. 66,975 59,932 0| 59,932 0 -32 -4,004 (Note)
Sporton Holding(SAMOA)Inc. 286,556 1,049,994 0]1,049,994 0 -32 93,591 (Note)
Kunshan Haoxing Electronic 60,0000 192,460 54,550| 137,910 | 143,615 22,481 18,531 3.09
Technology
International Certification Corp. 138,195 171,082 68,903 102,179 0 -34,305 -35,393 -7.87
Sporton International(USA) Inc 292,503 1,340,023 290,932|1,049,091 | 681,975 108,407 93,621 (Note)
Sporton International(ShenzZhen) Inc. 16,269 49,093 37,136 11,957 33,067 -3,276 -4,129 (Note)

Note: This affiliate is a limited company.
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(7) Statement on the consolidated financial statements with the affiliates

The Declaration of Statement on the consolidated financial statements

The entities that are required to be included in the consolidated financial
statements of Sporton International INC as of December 31, 2018 and for the year
then ended under the Criteria Governing the Preparation of Affiliation Reports,
Consolidated Business Reports and Consolidated Financial Statements of
Affiliated Enterprises are the same as those included in the consolidated
financial statements prepared in conformity with the International Financial
Reporting Standard(s) No.10, “Consolidated and Separate Financial
Statements.” In addition, the information required to be disclosed in the
combined financial statements is included in the consolidated financial
statements. Consequently, Grape King Bio Ltd. and Subsidiaries do not

prepare a separate set of combined financial statements.
Very truly yours,
Sporton International INC
By
Huang, Wen-Liang

Principal
February 20, 2019
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(8) Affiliated enterprises affiliation report: Not applicable.
2. Private Securities in the Past Year and as of the Date of Publication of the Annual Report:
Nil.
3. Holding or Disposal of the Company’s Shares by Affiliates in the Past Year and as of the
Date of Publication of the Annual Report: Nil.
4. Other Necessary Supplementary Notes: Nil.

IX. Matters in the Past Year and as of the Date of Publication of the Annual Report
Which Have a Substantial Impact on Owner’s Equity or Share Price as Stipulated in
Item 2, Paragraph 3 of Article 36 of the Securities Exchange Law: Nil.
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