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2019 Shareholders’ Meeting Agenda

Time: June 14, 2019 (Friday) 9:10 a.m.
Venue: No. 52, Huaya 1st Rd., Guishan Dist., Taoyuan City 333, (The Audiovisual Hall on 3F of
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I.

Management Presentation

Case |

Cause: 2018 Business Report

Explanatory notes: 2018 Business Report. For details, please refer to Meeting Agenda
Handbook, P.6~11.

Case Il

Cause: Supervisors Audit Report

Explanatory notes: Supervisors Audit Report. Please refer to Meeting Agenda Handbook
p.33.

Case Il

Cause: Allocation of 2018 employee remuneration and remuneration of directors and
supervisors
Explanatory notes:

1. The present issue is duly handled in accordance with Article 235-1 of the
Company Act and Article 18 of the Company’s Articles of Incorporation.

2. The Company’s profit, if any (i.e., the net earnings before tax and before the
deduction of employees’ remuneration and the remuneration of directors and
supervisors), shall be appropriated 1%~13.5% as the remuneration to employees and
up to 2% maximum, as resolved by the board of directors, to directors and
supervisors.

3. The Company proposed to appropriate NT$ 43,307,339 as remuneration to
employees and appropriate NT$ 4,083,333 as remuneration to directors and
supervisors in cash. The aforementioned amounts of allocation prove no different
from the amounts anticipated in 2018.

I1. Report Items

Casel  (Proposed by the Board of Directors)

Cause: The Company’s 2018 Business Report and Financial Statements are submitted for

acknowledgement.

Explanatory notes: (I) The Company’s consolidated balance sheet, income statement, cash
flows statement, changes in equity of 2018 were duly resolved
during the board of directors meeting on February 20, 2019 and were
further duly audited by Certified Public Accountants Wu, Ke-Chang
and Yeh, Shu-Chuan of Deloitte Touche LLP and are submitted
hereby for acknowledgement.

(1) For details of 2018 Business Report and the Certified Public
Accountants” Audit Report and Financial Statements, please refer to
Meeting Agenda Handbook 6~32.
Resolution:

Case Il (Proposed by the Board of Directors)

Cause: The Proposal for distribution of 2018 profits.

Explanatory notes: (1) The proposed distribution of 2018 profits was duly resolved in the
board of directors meeting convened on May 2, 2019. The

-3-



distribution of 2018 profits is summarized below:

Sporton International Inc.
Earnings Allocation Table

2018 Unit: NT$
Items Amount
Unappropriated retained earnings, beginning 369,383,239
Adopted IFRS9 adjustment for the first time ( 350,000 )
Unappropriated retained earnings, as adjusted, beginning 369,033,239
Recognize adjustment on defined benefit plans in retained earnings ( 116,415 )
Post-adjustment unappropriated retained earnings 368,916,824
Net profit of 2018 700,179,807
Proposed legal reserve 2018 (700,179,807) *10% ( 70,017,981 )
Proposed special reserve in accordance with law ( 12,580,405 )
Retained earnings available for distributions 986,498,245
Amount of earning allocation
Dividend to shareholders — Cash dividend NT$6.2 (92,396,553*6.2) ( 572,858,629 )
Unappropriated retained earnings, ending 413,639,616

President: Huang Wen-Liang CEO: Huang Wen-Liang Accountant Manager: Pan Feng-Wen

Footnotes:

1. Preferential allocation of earnings 2018. The term “dividend to shareholders” as set forth herein

denotes dividend and bonus to shareholders.

2. If the Company has profit during the current fiscal year, it shall be allocated first to pay taxes,

followed by covering accumulated losses, if any, and then to appropriate 10% legal reserve and
then to recognize or reverse special reserve in accordance with the regulations. The remaining
profits and the retained earnings can be used as the current year profit distribution and shall be
discussed during the board of directors meeting and propose the distribution of profit to the
shareholders’ meeting in according to the Act 2 of the Company’s Dividend Policy. The
Company’s dividend policy is determined in the aspects of its financial, business and operation
status. The Company is currently experiencing growth. In order to maintain the Company’s
expansion plan as well as its perpetual operation and growth, the Company has adopted the
dividend policy by distributing no less than 40% of the current year allocable earnings, cash or
stock dividend. Among the distribution, the cash dividend shall not be lower than 10% of total
shareholders’ dividends. The allocation of the Company’s earnings in 2018 proves well
satisfactory to the requirements set forth under the Articles of Incorporation.

3. As of December 31, 2018, the capital reserve available for earning allocation amounted to NT$

857,740,100, and will not be allocated.

4. The proposed shareholder’s bonus is NT$ 572,858,629 with cash dividend of NT$ 6.2 per share. After

5. 1In

the proposal is duly resolved in the shareholders’ meeting, the chairperson is authorized with the
full power to schedule the base ex-dividend date and the payday. The aforementioned dividend to
shareholders ratio is calculated based on the outstanding shares of 92,396,553 as of April 16, 2019.
If the Company experiences capital changes subsequently and affects the number of shares entitled
to participation in dividend allocation and, in turn, leads to a change in the dividend allocation to
shareholders ratio, the shareholders” meeting fully authorize the Board of Directors to make any
adequate adjustments.

accordance with Letter Jin-Guan-Zheng-Jiao-Zi No. 1030039127 of Financial Supervisory
Commission, Executive Yuan dated October 2, 2014 and in coordination with the underwriting, the
Company’s cash dividend shall be allocated to the whole number of New Taiwan Dollar (The
fraction below one New Taiwan Dollar shall be discarded in full). The aggregate total of the odd
fractions below one New Taiwan Dollar will be recognized as other revenues.

(1) The present issue is hereby duly submitted for acknowledgement.

Resolution:



I11. Discussions and Elections

Case | (Proposed by the Board of Directors)

Cause: Amendment to “Procedures for Acquisition or Disposal of Assets”. Please proceed to
discuss.

Explanatory notes: The company hereby proposes to amend the “Procedures for
Acquisition or Disposal of Assets” in accordance with Letter
Jin-Guan-Zheng-Fa-Zi No. 1070341072 issued on November 26, 2018
by FSC for the amendment to “Regulations Governing the Acquisition
and Disposal of Assets by Public Companies”. Please refer to Meeting
Agenda Handbook page 41 to page 46 for the comparison table of the
articles before and after the amendment.

Resolution:

Case 2 (Proposed by the Board of Directors)

Cause: Amendment to “Procedures for Loaning of Funds to Others”. Please proceed to
discuss.

Explanatory notes: The company hereby proposes to amend the “Procedures for Loaning
of Funds to Others” in accordance with Letter Jin-Guan-Zheng-Fa-Zi
No. 1080304826 issued on March 7, 2019 by FSC for the amendment
to “Regulations Governing Loaning of Funds and Making of
Endorsements/Guarantees by Public Companies”. Please refer to
Meeting Agenda Handbook page 54 to page 55 for the comparison
table of the articles before and after the amendment.

Resolution:

Case 3 (Proposed by the Board of Directors)

Cause: Amendment to “Procedures for Making Endorsements/Guarantees”. Please proceed

to discuss.

Explanatory notes: The company hereby proposes to amend the “Procedures for Making
Endorsements/Guarantees™ in accordance with Letter
Jin-Guan-Zheng-Fa-Zi No. 1080304826 issued on March 7, 2019 by
FSC for the amendment to “Regulations Governing Loaning of Funds
and Making of Endorsements/Guarantees by Public Companies”.

Please refer to Meeting Agenda Handbook page 59 to page 60 for the
comparison table of the articles before and after the amendment.

Resolution:

Case 4 (Proposed by the Board of Directors)

Cause: Special election of 1 seat of independent director. Please proceed the election.
Explanatory notes:
1. Independent director of the company, Chang, Chuan-Chang, resigned his position as independent
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director on August 7, 2018. According to the provisions in Articles of Incorporation,
the company proposed to elect 1 seat of independent director specially. Candidate
nomination system is adopted for this election. Hence, the independent director will
be elected from the list of candidates for independent directors by shareholders’
meeting.

2. The newly elected independent director will take up his/her post as of being elected to
complement the original term to the end of this term. The term starts from June 14,
2019 to June 7, 2021.

3. The list of candidates for independent directors is resolved by the board of directors.
Please refer to Meeting Agenda Handbook page 34.

Results of the Election:

IV. Motions

V. Meeting Adjourn



2018 Nian-Du Business Report

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 bhillion 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 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,
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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 opportunities. At present, for the global 10T applications, NB-10T 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-loT 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
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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.

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

I11.  Analysis of financial revenue and expenditure and profitability

(@) (Calculated in the consolidated report)
Item 2018 2017
i i 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 Return on Assets 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)

IV. 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
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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 10T 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 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.

3 ~ 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 IA certification
channels in more than 150 countries worldwide, and has achieved Sporton
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International INC. certification which is guaranteed in the world.

4 ~ 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-10T,
LTE Cat M1, LTE AGPS, RF/RRM /Protocol LTE FDD, NFC, Sim test, 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
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energy of Sporton International INC.,our Kunshan factory not only increased
4AG/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.
(3) 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 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.

V. 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

-12 -



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 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.

VI. 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
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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 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
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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 10T 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), 802.11ac (Wi-Fi) wireless network
communication technology and the latest 802.11ax professional capabilities and testing
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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Audit Report of Independent Accountants

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

Audit opinion

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

In our opinion, the accompanying financial statements present fairly, in all
material respects, the financial status of the Group as at December 31, 2018
and 2017, and its financial performance and its cash flows for the years
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 in accordance with the

Code of Professional Ethics for Certified Public Accountants (the “Code”),
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and we have fulfilled our other ethical responsibilities in accordance with
the Code. We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis 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 of the financial
statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole and, in forming
our opinion thereon, we do not provide a separate opinion on these
matters.

The most significant key audit matters in our audit of the financial

statements of the current period are as follows:

Valuation of revenue arising from rendering of services

The main revenue income of the Group is from rendering of services,
which is 89% of the total revenue income in 2018. 53% of it comes from the
top 10 customers, which takes a higher percentage than 2017. It is not
affected by the competitive electronics market and the slower economy;
thus, we consider the valuation of the revenue arising from rendering of
services from the top 10 customers a key audit matter. For accounting
policies on valuation of the revenue arising from rendering of services,
please refer to Note 4.

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 10

customers to the key audit matter mentioned above.

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

Management is responsible for the preparation and fair presentation of the
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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
financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the 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 financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and 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, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial

statements.
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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 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 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 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 conditions may cause the Group to cease to

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

Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an audit opinion on the financial statements. We are
responsible for the direction, supervision and performance of the

group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in

internal control that we identify during our audit.

We 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 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
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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.

For and on behalf of Deloitte Touche Tohmatsu Limited

Accountant Wu, ke-chang

Financial Supervisory Commission
R.O.C (Taiwan) Approved Number
1000028068

Feburary 20th, 2019

Accountant Yeh, shu-juan

Financial Supervisory Commission R.O.C
(Taiwan) Approved Number
0990031652
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SPORTON INTERNATIONAL INC.
BALANCE SHEETS
December 31, 2018 and 2017

UNIT : THOUSANDS OF NEW TAIWAN DOLLARS

CODE ASSETS

Current Assets
1100 Cash and cash equivalents (Note 4 & 6)
1136 Amortized cost financial assets - current (Note 4 & 7)
1147 Bond investments with no active market - current ( Note 8)
1150 Notes receivables (Note 4 & 9)
1170 Trade receivables (Note 4 & 9)
1180 Trade receivables - related parties (Note 4,9, & 24 )
1210 Other receivables - related parties (Note 24 )
130X Inventories (Note 4 & 10)
1476 Other financial assets - current
1479 Other current assets - other
11XX Total current assets

Non-current Assets
1517 Fair value through other comprehensive income financial

assets — non-current (Note 11)

1543 Financial assets measured at cost - non-current ( Note 4 & 12)
1550 Investment for Using Equity Method (Note 4 & 13)
1600 Property, plant and equipment (Note 4 & 14 )
1780 Intangible assets (Note 4 )
1840 Deferred tax assets (Note 4 & 21)
1920 Refundable deposits
15XX Total non-current assets
1XXX Total Assets
CODE LIABILITIES AND EQUITY

Current liabilities
2150 Notes payable
2170 Accounts payable
2180 Accounts payable - related parties (Note 24 )
2209 Accrued expenses (Note 16)
2219 Other payables
2220 Other payables - related parties (Note 24 )
2230 Current tax liabilities ( Note 4 & 21)
2399 Other current liabilities
21XX Total current liabilities

Non-current liabilities
2570 Deferred tax liabilities ( Note 4 & 21)
2640 Accrued pension liabilities - non-current (Note 4 & 17 )
25XX Total non-current liabilities
2XXX Total liabilities

Equities
3110 Capital - common stock (Note 18)
3200 Capital reserve (Note 18)

Retained earnings (Note 19)
3310 Legal reserve
3320 Special reserve
3350 Unappropriated retained earnings
3300 Total retained earnings
3 410 Exchange differences resulting from translating the financial statements of foreign operations (Note 4)
3420 Unrealized gains or losses on fair value through other
comprehensive income financial assets ( Note 4 )

3XXX Total equities

Total liabilities and equity

December 31, 2018 December 31, 2017
AMOUNT % AMOUNT %
$ 524,849 12 $ 646,531 15

279,440 6 - -

- - 49,900 1

12,994 - 5,753 -
809,736 19 781,558 18
106,142 3 246,720 6
185,286 4 160,549 4
35,334 1 33,773 1
6,643 - 22,910 -
33,085 1 44,910 1
1,993,509 46 1,992,604 46
17,002 - - -

- - 12,822 -
1,167,308 27 1,022,635 24
1,163,501 27 1,284,952 30
1,275 - 2,550 -
7,505 - 12,030 -
3,640 - 3,408 -

2,360,231 _ 54 2,338,397 54
$ 4,353,740 _100 $ 4,331,001 _100
$ 17,564 - $ 9,760 -

60,275 1 55,517 1
3,401 - - -
531,005 12 584,434 14
3,103 - 53,046 1
- - 320 -
75,439 2 53,767 1
22,434 1 58,015 2
713,221 16 814,859 19
78,720 2 87,020 2
6,578 - 7,455 -
85,298 2 94,475 2
798,519 18 909,334 21
923,966 21 914,557 21
895,694 21 891,658 21
679,044 16 608,611 14
52,591 1 40,743 1
1,069,097 24 1,018,689 23
1,800,732 1 1,668,043 38

( 69,351) ( 1) ( 52,591) ( 1)
_ 4180 __- - - __-

3,655,221 _ 82 3,421,667 79
$ 4,353,740 _100 $ 4,331,001 _100

The accompanying notes are an integral part of these financial statements.

Chairman : Huang, wen-liang

-22 -

Manager : Huang, wen-liang

Accounting : Pan, feng-wen



SPORTON INTERNATIONAL INC.
STATEMENT OF COMPREHENSIVE INCOME
December 31, 2018 and 2017

UNIT : THOUSANDS OF NEW TAIWAN DOLLARS
EXCEPT FOR EARNINGS PER SHARE AMOUNTS

2018 2017
Code Amount % Amount %
Operating revenues (Note 4)
4100 Sales revenue $ 269,408 11 $ 245,218 11
4600 Service revenue 2,160,405 89 2,084,342 89
4000 Total operating revenues 2,429,813 100 2,329,560 100
Operating costs
5110 Cost of goods sold (Note 10) 200,722 8 183,154 8
5600 Service costs 1,163,622 48 1,118,849 _ 48
5000 Total operating costs 1,364,344 56 1,302,003 56
5900 Operating margin 1,065,469 44 1,027,557 44
Operating expenses
6100 Selling expenses 196,541 8 230,340 10
6200 Administrative expenses 126,063 5 135,262
6300 Research and development expenses 6,19 5 _ 5’ 857 _
6450 Expected credit impairment gain ( 2,143 ) _ _ -
6000 Total operating expenses 326,656 13 371’459 j
6900  Net operating income 738,813 31 656,098 _28
Non-operating income and expenses
7100 Interest income from bank deposits 8, 543 _ 7’ 532 _
7110 Rental revenue 14,094 1 14,087 1
7130 Dividend revenue 979 - 922 -
7190 Other revenue - other 512 - 336 -
7210 Gain on disposal of assets - - 42,553 2
7230 Gain on foreign currency exchange 1 8, 521 1 _ _
7510 Interest expenses - - | 330) -
7590 Miscellaneous Disbursements - - ( 13 ) -

( continue)
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( previous)

2018 2017
Code Amount % Amount %
7610 Loss on disposal of property,
plant, and equipment ( $ 1 472) ) ($ 31 ) i
7630 Loss on foreign currency exchange _ _ ( 39’990 ) ( 2 )
7070 Share of Profit or Loss' of Assgciates
Nethod (Note 1 &13) 57,590 2 149,308 7
7 Total non-operating
000 income and expenses 98,767 4 174,374 8
7900  Profit before income tax, net 837,580 35 830,472 36
7050  Income tax expense (Note 4 & 21) ( 137,400) (__6) ( 126,137) (__6)
8200  Net income 700,180 29 704,335 30
Other comprehensive income
8310 Not reclassified to
profit or loss :
8311 Measure on defined
benefit plans ( 116) - ( 2,604) -
8316 Unrealized gains or losses

on fair value through
other comprehensive

income financial assets 1/462 - - -
8360 Total components of other
comprehensive income that
will be reclassified to profit or
loss :
8361 Exchange differences on

translation of foreign
financial statements ( 16,760 ) ( 1 ) ( 11,848 )
8300 Total other comprehensive

income, net ( 15,4:14: ) ( 1 ) ( 14:,452 ) -
8 5 O O Total comprehensive income Profit attributable to $ 6 8 4 7 6 6 28 $ 6 89 8 8 3 0
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.

Chairman : Huang, wen-liang Manager : Huang, wen-liang Accounting : Pan, feng-wen

-4 -



Code
Al

Inn

Bl

B3

B5

B7

T1

c7

D1

D3

D5

71

A3

A5

Bl

B3

B5

B7

El

D1

D3

D5

Z1

Balance as of Jan 1, 2017

Corporate bond change to common stock (Note 15)

Appropriation of 2016 earnings (Note 19)
Legal reserve
Special reserve
Cash dividends
Stock dividends

Employee bonus stock transferred to common stock

Changes in associates accounted for using equity method
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
Stock dividends

Employee bonus stock transferred to common stock (Note 20)
Profit of 2018

Other profit or loss of 2018

Total profit or loss of 2018

Balance at Dec 31, 2018

Chairman : Huang, wen-liang

SPORTON INTERNATIONAL INC.
STATEMENT OF CHANGES IN EQU

2018 and Jan 1 to Dec 31, 2017

ITY

UNIT : THOUSANDS OF NEW TAIWAN DOLLAR

Capital Retained earnings Other Equity
Unrealized gains
or losses on fair
value through
differences on other
translation of comprehensive
Shareholding Unappropriated  foreign financial income financial
(thousand ) Amount Capital reserve Legal reserve Special reserve retained earnings assets Total equities
90,052 $ 900,515 $ 826,203 $ 539,774 $ - $ 987,083 $ - $ 3,212,832
471 4,706 60,733 - - - - 65,439
- - - 68,837 - ( 68,837 ) - -
- - - - 40,743 ( 40,743 ) - -
- - - - - ( 551,504 ) - ( 551,504 )
904 9,041 - - - ( 9,041) - -
29 295 4,705 - - - - 5,000
- - 17 - - - - 17
- - - - - 704,335 - 704,335
- - - - - ( 2,604 ) ( 11,848) - ( 14,452 )
- - - - - 701,731 ( 11,848 ) - 689,883
91,456 914,557 891,658 608,611 40,743 1,018,689 - 3,421,667
- - - - - ( 350) 2,718 2,368
91,456 914,557 891,658 608,611 40,743 1,018,339 2,718 3,424,035
- - - 70,433 - ( 70,433 ) - -
- - - - 11,848 ( 11,848 ) - -
- - - - - ( 557,880 ) - ( 557,880 )
915 9,145 - - - ( 9,145) - -
26 264 4,036 - - - - 4,300
- - - - - 700,180 - 700,180
- - - - - ( 116) ( 16,760 ) 1,462 ( 15,414)
- - - - - 700,064 ( 16,760 ) 1,462 684,766
92,397 $ 923,966 $ 895,694 $ 679,044 52,591 1,069,097 ( 69,351 ) 4,180 3,555,221

The accompanying notes are an integral part of these financial statements.

Manager : Huang, wen-liang
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SPORTON INTERNATIONAL INC.
STATEMENT OF CASH FLOWS
2018 and Jan 1 to Dec 31, 2017
UNIT : THOUSANDS OF NEW TAIWAN DOLLAR

Code 2018 2017
Cash flows from operating activities
A10000 Income before income tax $ 837,580 $ 830,472
A20010 Adjustments to reconcile profit (loss)
A20100 Depreciation expense 223,401 208,560
A20200 Amortization expense 1,275 1,275
A20300 Bad debt expense - 12,144
A20300 Expected credit impairment loss (or gain) ( 2’1 43 ) -
A20900 Interest expense - 330
A21200 Interest income ( 8,543) ( 7,532)
A21300 Dividend revenue ( 979) ( 922)
A23000 Profit of disposal non-current assets for sale _ ( 42’553 )
hare of Profit or L f A i
A22400 ° aAicc?unteg ff)r%sin%slsiq?lity ;thch?)tcelzs ( 57,590 ) ( 149,308 )
Loss on disposal or retirement of

A22500 property, pFant, and equipment 1,472 31
A23800 Lo on menories alve and ol en a6 (s
A24100 Gain or loss on foreign currency exchange - net ( 18, 521 ) 39,990
A30000 Changes on operating assets and debts - net
A31130 Increase or decrease in notes receivable ( 7,241 ) 25,854
A31150 Increase in trade receivable ( 7,514) ( 216,370)
A31160 IHCI;Z?Z‘; :1)1;) i(:ic;:ase in trades receivable - 140,578 ( 174,227)
A31190 Increase or decrease in other

receivable - related parties ( 24,078) 77,476
A31200 Decrease in inventories 1,975 1,479
A31240 Decrease in other current assets 2,211 14,784
A31250 Increase or decrease in other financial assets 17’093 ( 16’ 286 )
A32130 Increase or decrease in notes payable 7,804 ( 10/076)
A32150 Increase or decrease in accounts payable 4,758 ( 4,738 )
A32160 Increase in accounts payable - related parties 3, 401 _
A32230 Increase or decrease in accrued expenses ( 49/1 29) 103’901
A32180 Increase or decrease in other payables 46 ( 216 )
A32190 Increase or decrease in other

payables - related parties ( 320) 320

( continued)
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( previous)

Code 2018 2017
A32230 Decrease in other current liabilities ( $ 35,714 ) ( $ 198,710 )
A32240 Decrease in non-current accrued pension liabilities - net ( 993) ( 987)
A33100 Interest receivable 7,717 9,515
A33200 Dividends receivable 979 922
A33500 Income tax paid (__109,889) (__132,242)
AAAA Net cash flows from operating activities 924 100 372 313
Cash flows from investing activities

B00040 Financial assets from carried at amortized cost ( 279,440 ) -
B00700 Value on disposal bond investments with

no active market 49,900 368,207
B02200 Net cash flows from subsidiaries ( 138,195) (  59479)
B02600 Value on disposal non-current assets for sale - 171,934
B02700 Acquisition of property, plant and equipment ( 177/487) ( 157’450)
B02800 Disposal of property, plant and equipment 31,887 -
B03700 Increase in refundable deposits ( 232) -
B03800 Decrease in refundable deposits - 424
B07600 Dividends receivable 25,665 -
BBBB Net cash flows (used in) from investing activities ( 487 902 ) 323 636

Cash flows from financing activities

C01300 Repayment corporate bond - ( 300)
C04500 Release cash dividend (__557,880) (__551,504)
CCCC Net cash used in financing activities ( 557 880 ) ( 551.804 )
EEEE (Decrease) increase in cash and cash equivalents ( 121’682) 144,145
F00100 Cash and cash equivalents at beginning of the year 646 531 502 386
E00200 Cash and cash equivalents at end of the year $ 524,849 $ 646,531

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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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.
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Other item

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.
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Misstatements can arise from fraud or error and are considered material if,

individually or in the aggregate, they could reasonably be expected to

influence the economic decisions of users taken on the basis of these

consolidated financial statements.

As part of an audit in accordance with 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
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to the date of our auditor’s report. However, future events or

conditions may cause the Group to cease to continue as a going

concern.

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

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 extrennely 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
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public interest benefits of such communication.

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 (Note 4 & 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
IXXX 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

The accompanying notes are an integral part of these financial statements.

Chairman : Huang, wen-liang Manager : Huang, wen-liang
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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 -
7210 Gain on disposal of
assets - - 42,553 2
7225 Gain on disposal of
investment - - 10,683 -
7230 Gain on foreign
currency exchange 12,266 - - -
7510 Interest expenses - - | 330) -
7590 Miscellaneous
Disbursements ( 4,237) - 2,958) -

(continue)
_35_



( previous)

Code

7610 Loss on disposal of
property, plant, and
equipment

7630 Loss on foreign
currency exchange

7000 Total

non-operating
income and
expenses

7900  Profit before income tax,

net

7950  Income tax expense ( Note 4

& 21)

8200 Net income

Other comprehensive
income
8310 Not reclassified to

8311

8316

profit or loss :

Measure on
defined benefit
plans

Unrealized gains
or losses on fair
value through
other
comprehensive
income
financial assets

8360 Total components of

8361

( continue)

other
comprehensive
income that will be
reclassified to profit
or loss :

Exchange
differences on
translation of
foreign financial
statements

2018 2017
A mount % A mount %
($  400) NG 31) i
; . (___35578) 1
23,550 1 26,547 1
876,077 29 887,515 29
(___160,737) 5) (___159,723) 5
715,340 24 727,792 24
( 116) S 2,604) i
1,462 - - -
(__ 20,219) 1) (__ 13.277) ;
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( previous)

2018 2017
Code Amount % Amount %
8300 Total other
comprehensive
income, net ( 18873) (1) ( 15881) _ -
8500  Total comprehensive
income $ 696,467 _ 23 $ 711,911 _ 24
Profit attributable to
8610 Stockholder of the
Company $ 700,180 23 $ 704,335 23
8620 Non-controlling
interest 15,160 1 23,457 _ 1
8600 $ 715,340 24 $ 727,792 _24
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 $ 696467 _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.

Chairman : Huang, wen-liang Manager : Huang, wen-liang Accounting : Pan, feng-wen
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Code
Al

In

Bl
B3
B5
B9

c7

T1

o1

D1

D3

D5

71

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

Equities attributed to stockholders of the Company

Unit:

NT$ thousand

Other Equity
Capital Retained earnings
Unrealized
Exchange gains or losses
differences on on fair value
translation of through other
Unappropriate  foreign comprehensive
Shareholding d retained financial income Non-controlling
(thousand ) Amount Capital reserve Legal reserve Special reserve  earnings statements financial assets Total 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) ( 15,881 )
- - - - - 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 ) . . . . -
- - - - - ( 557,380 ) - - ( 557,880 ) - ( 557,380 )
915 9,145 - - - ( 9,145 ) - - - - -
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T1

D1

D3

D5

71

Employee bonus stock transferred
to common stock (Note 20)

Profit of 2018
Other profit or loss of 2018

Total profit or loss of 2018

Balance at Dec 31, 2018

Chairman : Huang, wen-liang

26 264 4,036 - - - . _
. . - - - 700,180 - -

- - - - - - - ( 116 ) ( 16,760 ) 1,462

- - - - - - - 700,064 ( 16,760 ) 1,462

92,397 $ 923966 $ 895,694 $ 679,044 $ 52591 $ 1,069,097 ($  69,351) $ 4,180

The accompanying notes are an integral part of these financial statements.

Manager : Huang, wen-liang Accounting :

-39

Pan, feng-we

4,300
700,180

( 15414 )
684,766

$ 3,555,221

(

- 4,300
15,160 715,340

3459 ) ( 18,873 )
11,701 696,467
175,028 $ 3,730,249




SPORTON INTERNATIONAL INC. AND ITS SUBSIDIARIES

2018 and Jan 1 to Dec 31, 2017

Code
Cash flows from operating activities
A10000 Income before income tax
A20010 Adjustments to reconcile profit
(loss)
A20100 Depreciation expense
A20200 Amortization expense
Expected credit impairment
loss (or gain)
A20300 Bad debt expense
A20900 Interest expense
A21200 Interest income
A21300 Dividend revenue
A22500 Loss on disposal or retirement
of property, plant, and
equipment
A23000 Profit of disposal non-current
assets for sale
A23200 Profit of disposal investment
with equity method
A23800 Loss on inventories value and
dull on reversal of
impairment loss
A24100 Gain or loss on foreign
currency exchange - net
A29900 Amortization on long-term
lease prepayment
A30000 Changes on operating assets and
debts - net
A31130 Increase or decrease in notes
receivable
A31150 Increase in trade receivable
A31160 Increase or decrease in trades
receivable - related parties
A31190 Increase or decrease in other
receivable - related parties
A31200 Decrease in inventories
A31240 Decrease in other current
assets
A31250 Increase or decrease in other
financial assets
A31990 Decrease in other non-current
assets
A32130 Increase or decrease in notes

(Continue)

payable

-40 -

CONSOLIDATED STATEMENT OF CASH FLOWS

Unit: NT$ thousand

2018 2017
876,077 $ 887,515
309,289 289,925
2,976 2,814
4,828 -
- 50,691
- 330
13,302) ( 9,334)
979) ( 922)
400 31
- ( 42,553)
- ( 10,683)
3,536) ( 573)
12,266) 35,578
315 311
7,131) 27,856
104,923) ( 234,100)
- 2,551
- 12,949
15,247) 1,479
8,656 ( 778)
2,502) ( 11,044)
740 1,622
7,698 ( 4,291)



( previous)

Code
A32150

A32180

A32230

A32230

A32240

A33100

A33200

A33500
AAAA

B00040

B00700

B01900

B02300

B02600

B02700

B02800

B03700

B03800
BBBB

C03000
C01300
C04500
C05800

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
Interest receivable
Dividends receivable
Income tax paid
Net cash flows from operating
activities

Cash flows from investing activities

Financial assets from carried at
amortized cost

Value on  disposal  bond
investments with no active
market

Profit of disposal investment with
equity method

Disposal of net cash flows (used
in) of the subsidiaries

Value on disposal non-current
assets for sale

Acquisition of property, plant and
equipment

Disposal of property, plant and
equipment

Increase in refundable deposits

Decrease in refundable deposits

Net cash flows (used in) from
investing activities

Cash flows from financing activities

Increase in refundable deposits

Repayment corporate bond

Release cash dividend

Changes in  non-controlling
interest

( Continue)

-4] -

2018 2017
58,034 1,653
10,509 619

( 22,639) 117,131
( 25767) ( 193,930)
( 993) ( 987)
$ 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)



( previous)

Code
CCCC

DDDD

EEEE

E00100

E00200

Net cash used in financing
activities

Effect in cash and cash equivalents by
changes in exchange rate

(Decrease) increase in cash and cash
equivalents

Cash and cash equivalents at
beginning of the year

Cash and cash equivalents at end of the
year

2018 2017
(__ 554,095) (__ 560,848)
(__ 18,931) (__10,900)
( 456,869) 487,467
1,526,792 1,039,325
$ 1,069,923 $ 1,526,792

The accompanying notes are an integral part of these financial statements.

Chairman :
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Huang, wen-liang Manager : Huang, wen-liang

Accounting : Pan, feng-wen



Sporton International Inc.

Supervisors Audit Report

Board of Directors has submitted 2018 financial statement, which is audited by
Accountant Wu,Ke-Chang and Yeh, Shu-Chuan from Deloitte & Touche, along with
business report and distribution of profit, which are reviewed by supervisors, to the
shareholders meeting in accordance with provisions in Article 219 of The Company
Act. No incompliances matters were found.

Sincerely,

2019 Annual Shareholders’ Meeting

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

Supervisor: Lin, Ching-Liang

May 3, 2019

-43 -



List of Candidates for Independent Directors

Name Shareh
Type of | of ) . o oldings
. Education Experience Current Positions .
Candidate|Cand (Unit:
idate Shares)
Independe |Wu, [Bachelors’ degree in Department of Director of Re Research Center for Taiwan Economic |Professor in Department of Economics, National 654
nt Director [Ta-Je |Agricultural Economics, National Taiwan Development, National Central University Central University

n

University

Masters’ degree in Economics, Stony Brook
University, USA

PhD in Economics, Stony Brook University,
USA

Director of Yunus Social Business Centre, National
Central University

Associate Dean of College of Management, National
Central University

Section Chief of Planning Section in Research and
Development Division, National Central University
Director of Department of Economics, National
Central University

Managing director of Annual Meeting of Economics of
Taiwan

Member of Literature Committee in Taiwan Economic
Association

Member of the Committee of National Development
Fund, Executive Yuan

Member of Board of Examiners in Ministry of
Examination, Examination Yuan

Supervisor of Sporton International Inc.

Researcher
Economic

University

in Research Center for Taiwan
Development,  National  Central
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Sporton International Inc.
Articles of Incorporation
Amended on June 8, 2017

Chapter 1General Provisions

Article 1: The Company is organized in accordance with provisions in The Company Act and

named as Sporton International Inc.

Article 2: Business operations of the company are as follows:

1.

CC01080 Electronic Parts and Components Manufacturing

2. CC01110 Computers and Computing Peripheral Equipments Manufacturing
3. E605010 Computing Equipments Installation Construction

4. F113020 Wholesale of Household Appliance

5.
6
7
8
9

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

10. F401010 International Trade

11. F401021 Restrained Telecom Radio Frequency Equipments and Materials Import
12. 1501010 Product Designing
13. IF04010 Harmless Checking Services

14. 1F02010 Electricity Equipments Checking and Maintenance

15. 1299990 Other Industry and Commerce Services Not Elsewhere Classified

(Computers, electrical safety specification test and R&D)

16. ZZ99999 All business items that are not prohibited or restricted by law, except

those that are subject to special approval.

Article 2-1: The company may make external guarantees in accordance with the procedures for

making endorsements/guarantees stipulated by the company.

Article 3: The headquarter of the company is established at New Taipei City. Branches can be

established domestically and internationally after the board of directors approved if

necessary.

Article 4. Method for making public announcements in the company is conducted in

accordance with Article 28 of the Company Act.
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Chapter 2Shares

Article 5: The total capital of the company is stipulated as NT$ 4 billion and distributed into
400 million shares with NT$ 10 each. Board of directors has been authorized to
distribute them in multiple times. However, Taiwan Depository & Clearing
Corporation may ask for merging as big denomination security.

Article 5-1: If the company proposed to issue employee stock option certificates with

subscription price lower than the market price or net value per share, the
proposal shall be conducted after it has been approved by over 2/3 of voting
rights from attending shareholders in the recent shareholders’ meeting, which is
attended by shareholders with over half of shareholdings.
If the company proposed to repurchase company’s shares and transfer to
employees with price lower than the average price of actual repurchasing shares,
the proposal shall be conducted after it has been approved by over 2/3 of voting
rights from attending shareholders in the recent shareholders’ meeting, which is
attended by shareholders with over half of shareholdings.

Article 6: The company’s stocks are registered stocks and shall be issued after signed or
stamped by more than three directors and certified by the competent agency or its
certified issuing registration agency. After publicly issued shares, the company may
be exempted from printing any share certificate for the shares issued, however, the
company shall register the issued shares with a centralized securities depositary
enterprise. Shareholders of the company shall submit their name (person or
company), domicile, style of the stamp, tax ID number to the company for
registration and checking; same procedure applies when making changes. This is for
the company to check shareholders' shareholder's rights or receive dividends. When
the shareholders of the company conduct stock matters, such as stock transfer, report
missing, inheritance, grant, report stamp missing or make changes to stamp or
address, they shall conduct the matters in accordance with “Regulations Governing
the Administration of Shareholder Services of Public Companies” unless otherwise
stipulated by regulations for securities.

Article 7: Registration of stock transfer shall not be conducted within 60 days before the
annual shareholders’ meeting, within 30 days of the special shareholders’ meeting or

within 5 days of the record date for distribution of dividend, bonus or other interests.
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Chapter 3Shareholders’ meeting

Article 8: There are two kinds of shareholders’ meeting, regular shareholders’ meeting and
special shareholders’ meeting. Regular shareholders’ meeting is held once a year, 6
months after the end of each accounting period. Special shareholders’ meeting may
be held in accordance with the law if necessary.

Article 9: If a shareholder for any reason unable to attend the shareholders’ meeting, then the
person can conduct relevant matters in accordance with provisions in Article 177 of
the Company Act and “Regulations Governing the Use of Proxies for Attendance at
Shareholder Meetings of Public Companies” published by the competent agency.

Article 10: A shareholder of the company shall be entitled to one vote for each share held;
however, voting rights are not counted for shareholders with the conditions
stipulated in Article 179 of the Company Act.

Article 10-1: Matters relating to the resolutions of a shareholders meeting shall be recorded in
the meeting minutes. The meeting minutes shall be signed or sealed by the
chair of the meeting and a copy distributed to each shareholder within 20 days
after the conclusion of the meeting. The meeting minutes may be produced
and distributed in accordance with the Company Act.

Article 11: Unless otherwise provided by law or regulation, resolutions in shareholders’
meeting shall be approved by over half of the attending shareholders where the
meeting is attended by shareholders in-person or by proxy with over half of all
issued shares.

Article 11-1: Shareholders meetings shall be convened by the board of directors. The meeting
shall be chaired by the chairperson of the board. When the chairperson of the board
is on leave, the chairperson shall appoint one of the directors to act as chair. Where
the chairperson does not make such a designation, the directors shall select from
among themselves one person to serve as chair. If a shareholders meeting is
convened by a party with power to convene but other than the board of directors,
the convening party shall chair the meeting. When there are two or more such

convening parties, they shall mutually select a chair from among themselves.

Chapter 4 Directors and Supervisors
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Article 12: The company establishes 5~7 directors and 3 supervisors. Their terms of office are

three years. They are elected from the shareholders with behavioral capabilities
and can be re-elected. However, the total registered shares held by all directors
and supervisors shall not be less than a certain number of total issued shares. The
certain number of equities in the preceding paragraph and audit regulations are
stipulated in accordance with the orders from the competent agency. The election
of directors and supervisors of the company shall adopt candidate nomination
system in accordance with Article 192-1 and Article 216-1 of the Company Act.
Directors and supervisors are elected from the candidate list during the
shareholders’ meeting.
The company may establish independent directors. In the aforementioned quota of
directors, number of independent directors shall not be less than two and not less
than 1/5 of the number of seats of directors. Matters regarding the professional
qualification, shareholdings, limitation of part-time, nomination, election method
and other compliances shall be conducted in accordance with relevant provisions
stipulated by FSC.

Avrticle 13: Board of directors are organized by directors. Chairperson shall be selected among
the board of directors during the meeting where over two thirds of the
directors attended with the approval from over half of the attended directors.
The chairperson represents the company externally.

Article 13-1: In addition to performing supervision duties in accordance with laws, supervisors
can attend the board of directors’ meeting to state their opinions without
having voting rights.

Article 14: Board meetings shall be convened and chaired by the chairperson of the board

unless otherwise stipulated in the Company Act. The board meeting can be called
to order when more than one-half of all the directors are in attendance. If a
director for any reason cannot attend, the director can issue a proxy form stating
the scope of the authorization. The attending proxy may be the appointed proxy of
only one person. Resolutions shall be approved by over half of the attending
directors. When the board of directors’ meeting is held by videoconference, then
attendance by videoconference will be deemed attendance in person. A notice of
the reasons for convening a board meeting shall be given to each director and
supervisor before 7 days before the meeting is convened. In emergency
circumstances, however, a board meeting may be called on shorter notice, and
method such as fax or email can be used for notification.

Article 15: The remuneration for all directors and supervisors are determined by the

authorization to board of directors in accordance with the usual standards among
the same industry and shall not be recognized afterwards.

Article 15-1: When the number of vacancies in the board of directors of a company equals to
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one third of the total number of directors or all supervisors are dismissed, the
board of directors shall call, within 60 days, a special meeting of

shareholders to elect succeeding directors or supervisors to fill the vacancies.

Chapter 5 Manager

Article 16: The company may establish managers. Managers can be appointed after over half
of all the directors approved; similar criteria applied when dismissing managers.
The appointment, dismissal and remuneration of managers shall be conducted in

accordance with Article 29 of the Company Act.

Chapter 6 Accounting

Article 17: At the end of each accounting period of the company, the board of directors shall
prepare (1) business report (2) financial statement (3) proposals for distribution of
profit or compensation to losses. These shall be submitted and reviewed by
supervisors 30 days before the annual shareholders’ meeting is held. After that,
they shall be submitted to annual shareholders’ meeting for recognition.

Article 18: If the company has gained profit in this year, the company shall appropriate 1% to
13% as remuneration for employees, which will be distributed in cash or shares by
resolution during board of directors’ meeting. Counterparties for the distribution
include subordinate staff who met certain criteria. The aforementioned amount of
profit shall not be appropriated for more than 2% as the remuneration for directors
and supervisors, which can only be distributed by cash, by the resolution during
board of directors meeting. If the company still has cumulative losses, then the
make-up amount shall be retained in advance before allocating remuneration for
employees, directors and supervisors in accordance with the ratio in the preceding
paragraph.

Article 18-1: If there are earnings retained in the final annual settlement, then these shall be
allocated for paying tax, compensate cumulative losses first. Next, 10% shall be
allocated as legal reserve and special reserve shall be allocated or reversed in
accordance with law. The remaining amount plus the cumulative undistributed
earnings in the beginning is the distributable earnings. Board of directors shall

propose distribution plan for profits in accordance with paragraph 2 of the Article
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to shareholders” meeting for resolution on the distribution of shareholders’
dividend and bonus. The policy for dividend in the company covers the evaluation
on future capital budget, plans for future capital demands, financial structure and
earnings. The company is at the stage of stable growth. The goal is to continue
expanding the scale for pursuing sustainable operations and table growth. When
distributing the dividends, future business scale and demand of cash flow shall be
considered. No less than 40% of the distributable earnings in the current year can
be distributed as dividend by stock or cash where the ratio of distributed cash

dividend shall not be lower than 10% of the total dividend.

Chapter 7 Supplementary

Article 19: The total re-investment amount of the company shall not be limited to 40% of the
paid-in stock capital but shall not exceed all 100% of the paid-in stock capital
unless it is otherwise stipulated by the law.

Article 19-1: The company is still at the stage of business growth. When establishing policies
for the distribution of dividend, factors, such as the current and future
investment environment of the company, fund demands, security market,
domestic and foreign competition status and capital budget, should be
considered while shareholders’ interest, equalization of dividends and
financial plans of the company should be balanced. Board of directors will
propose the distribution plan, which will be submitted to the shareholders’
meeting, each year in accordance with the law. When distributing
shareholders’ dividend, cash dividend among which shall not be lower than
10% of the total dividend and the remaining can be distributed as stock
dividend.

Article 20: Provisions in the Company Act shall be complied for matters that are not specified

in the Articles herein.

Article 21: The Articles are established on Apr. 24, 1997. First amendment was made on May
27, 1997; second amendment was made on Jul. 11, 1997; third amendment was
made on Oct. 16, 1997; fourth amendment was made on Sep. 13, 1998; fifth
amendment was made on Apr. 1, 1999; sixth amendment was made on Nov. 19,

1999; seventh amendment was made on Jun. 17, 2000; eighth amendment was
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made on Jun. 17, 2000; ninth amendment was made on May 16, 2001; 10"
amendment was made on May 11, 2001, 11" amendment was made on June 7,
2003, 12" amendment was made on May 15, 2004; 13™ amendment was made on
June 14, 2006; 14™ amendment was made on June 15, 2007; 15" amendment was
made on June 13, 2008; 16" amendment was made on Jun. 19, 2009; 17"
amendment was made on Jun. 7, 2012; 18" amendment was made on Jun. 14,
2013; 19" amendment was made on Jun. 6, 2014; 20" amendment was made on

Jun. 3, 2016; 21th amendment was made on Jun. 8, 2017.
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Sporton International Inc.

Rules of Procedure for Shareholders Meetings
Amended on June 8, 2017

Article 1: The rules of procedures for the company's shareholders meetings, except as otherwise
provided by law, regulation, shall be as provided in these Rules.

Article 2: The company shall furnish the attending shareholders with an attendance book to sign, or

attending shareholders may hand in a sign-in card in lieu of signing in. The number of
shares in attendance shall be calculated according to the shares indicated by the
attendance book and sign-in cards handed in.
The time during which shareholder attendance registrations will be accepted, as stated
in the preceding paragraph, shall be at least 30 minutes prior to the time the meeting
commences. The place at which attendance registrations are accepted shall be clearly
marked and a sufficient number of suitable personnel assigned to handle the
registrations.

Avrticle 3: Attendance at shareholders meetings shall be calculated based on numbers of shares.
For each shareholders meeting, a shareholder may appoint a proxy to attend the
meeting by providing the proxy form issued by the company and stating the scope of
the proxy's authorization.
A shareholder may issue only one proxy form and appoint only one proxy for any given
shareholders meeting, and shall deliver the proxy form to the company before 5 days
before the date of the shareholders meeting. When duplicate proxy forms are delivered,
the one received earliest shall prevail unless a declaration is made to cancel the
previous proxy appointment.
After a proxy form has been delivered to the company, if the shareholder intends to
attend the meeting in person or to exercise voting rights by correspondence or
electronically, a written notice of proxy cancellation shall be submitted to the company
before 2 business days before the meeting date. If the cancellation notice is submitted
after that time, votes cast at the meeting by the proxy shall prevail.

Article 4: The venue for a shareholders meeting shall be the premises of the company, or a place
easily accessible to shareholders and suitable for a shareholders meeting. The meeting
may begin no earlier than 9 a.m. and no later than 3 p.m.

Article 5: If a shareholders meeting is convened by the board of directors, the meeting shall be
chaired by the chairperson of the board. When the chairperson of the board is on leave
or for any reason unable to exercise the powers of the chairperson, the vice chairperson
shall act in place of the chairperson; if there is no vice chairperson or the vice
chairperson also is on leave or for any reason unable to exercise the powers of the vice
chairperson, the chairperson shall appoint one of the managing directors to act as chair,
or, if there are no managing directors, one of the directors shall be appointed to act as
chair. Where the chairperson does not make such a designation, the managing directors
or the directors shall select from among themselves one person to serve as chair. If a
shareholders meeting is convened by a party with power to convene but other than the
board of directors, the convening party shall chair the meeting. When there are two or
more such convening parties, they shall mutually select a chair from among
themselves.

Article 6: The company may appoint its attorneys, certified public accountants, or related persons
retained by it to attend a shareholders meeting in a non-voting capacity. Staff handling
administrative affairs of a shareholders meeting shall wear identification cards or arm
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bands.

Article 7: The company, shall make an uninterrupted audio and video recording of the whole
process of the shareholders meeting and the recorded materials shall be retained for at
least 1 year.

Article 8: The chair shall call the meeting to order at the appointed meeting time. However, when
the attending shareholders do not represent a majority of the total number of issued
shares, the chair may announce a postponement, provided that no more than two such
postponements, for a combined total of no more than 1 hour, may be made. If the
qguorum is not met after two postponements and the attending shareholders still
represent less than one third of the total number of issued shares, a tentative resolution
may be adopted pursuant to Article 175, paragraph 1 of the Company Act. When, prior
to conclusion of the meeting, the attending shareholders represent a majority of the
total number of issued shares, the chair may resubmit the tentative resolution for a vote
by the shareholders meeting pursuant to Article 174 of the Company Act.

Article 9: If a shareholders meeting is convened by the board of directors, the meeting agenda shall
be set by the board of directors. The meeting shall proceed in the order set by the
agenda, which may not be changed without a resolution of the shareholders meeting.
The provisions of the preceding paragraph apply mutatis mutandis to a shareholders
meeting convened by a party with the power to convene that is not the board of
directors. The chair may not declare the meeting adjourned prior to completion of
deliberation on the meeting agenda of the preceding two paragraphs (including
extraordinary motions), except by a resolution of the shareholders meeting. After the
meeting is adjourned, shareholders may not elect another chair to continue the meeting
at the original location or elsewhere unless matters in Article 182-1, paragraph 2 in the
Company Act occurred.

Article 10: Before speaking, an attending shareholder must specify on a speaker's slip the subject of
the speech, his/her shareholder account number (or attendance card number), and
account name. The order in which shareholders speak will be set by the chair. A
shareholder in attendance who has submitted a speaker's slip but does not actually
speak shall be deemed to have not spoken. When the content of the speech does not
correspond to the subject given on the speaker's slip, the spoken content shall prevail.
When an attending shareholder is speaking, other shareholders may not speak or
interrupt unless they have sought and obtained the consent of the chair and the
shareholder that has the floor; the chair shall stop any violation.

Article 11: Except with the consent of the chair, a shareholder may not speak more than twice on
the same proposal, and a single speech may not exceed 5 minutes. If the shareholder's
speech violates the rules or exceeds the scope of the agenda item, the chair may
terminate the speech.

Article 12: When a juristic person is appointed to attend as proxy, it may designate only one person
to represent it in the meeting. When a juristic person shareholder appoints two or more
representatives to attend a shareholders meeting, only one of the representatives so
appointed may speak on the same proposal.

Article 13: After an attending shareholder has spoken, the chair may respond in person or direct
relevant personnel to respond.

Article 14: When the chair is of the opinion that a proposal has been discussed sufficiently to put it
to a vote, the chair may announce the discussion closed and call for a vote.

Article 15: A shareholder shall be entitled to one vote for each share held, except when the shares
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are restricted shares or are deemed non-voting shares under Article 179, paragraph 2 of
the Company Act.

When the company holds a shareholders meeting, it may allow the shareholders to
exercise voting rights by correspondence or electronic means and the method of
exercise shall be specified in the shareholders meeting notice. A shareholder exercising
voting rights by correspondence or electronic means will be deemed to have attended
the meeting in person, but to have waived his/her rights with respect to the
extraordinary motions and amendments to original proposals of that meeting; it is
therefore advisable that the company avoid the submission of extraordinary motions
and amendments to original proposals.

A shareholder intending to exercise voting rights by correspondence or electronic
means under the preceding paragraph shall deliver a written declaration of intent to the
company before 2 days before the date of the shareholders meeting. When duplicate
declarations of intent are delivered, the one received earliest shall prevail, except when
a declaration is made to cancel the earlier declaration of intent.

After a shareholder has exercised voting rights by correspondence or electronic means,
in the event the shareholder intends to attend the shareholders meeting in person, a
written declaration of intent to retract the voting rights already exercised under the
preceding paragraph shall be made known to the company, by the same means by
which the voting rights were exercised, before 2 business days before the date of the
shareholders meeting. If the notice of retraction is submitted after that time, the voting
rights already exercised by correspondence or electronic means shall prevail. When a
shareholder has exercised voting rights both by correspondence or electronic means
and by appointing a proxy to attend a shareholders meeting, the voting rights exercised
by the proxy in the meeting shall prevail.

Except as otherwise provided in the Company Act and in the company's articles of
incorporation, the passage of a proposal shall require an affirmative vote of a majority
of the voting rights represented by the attending shareholders. At the time of a vote, for
each proposal, the chair or a person designated by the chair shall first announce the
total number of voting rights represented by the attending shareholders, followed by a
poll of the shareholders. The chair may make a deed on the adoption of voting case by
case or voting separately or by one-time method for all proposals and then calculating
the number of votes separately. After the conclusion of the meeting, on the same day it
is held, the results for each proposal, based on the numbers of votes for and against and
the number of abstentions, shall be entered into the MOPS.

Article 16: When a meeting is in progress, the chair may announce a break based on time
considerations.

Article 17: Vote monitoring and counting personnel for the voting on a proposal shall be appointed
by the chair, provided that all monitoring personnel shall be shareholders of the
company. The results of the voting should be reported on site and made as a record.

Article 18: When there is an amendment or an alternative to a proposal, the chair shall present the
amended or alternative proposal together with the original proposal and decide the
order in which they will be put to a vote. When any one among them is passed, the
other proposals will then be deemed rejected, and no further voting shall be required.

Article 19: The chair may direct the proctors or security personnel to help maintain order at the
meeting place. When proctors or security personnel help maintain order at the meeting
place, they shall wear an armband bearing the word "Proctor."
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Sporton International Inc.

Comparison Table for Procedures for Acquisition or Disposal of Assets

Articles Before revision After revision Explanation
S

Article 3 | The term "assets" as used in The term "assets" as used in Revise by
these procedures includes the these procedures includes the referencing
following: following: Article 3 of
(omitted) (omitted) “Regulation
5. Right-of-use assets. 5. Claims of financial s Governing
6. Claims of financial institutions (including the
institutions (including receivables, bills purchased and | Acquisition
receivables, bills purchased and | discounted, loans, and overdue | and
discounted, loans, and overdue | receivables). Disposal of
receivables). 6. Derivatives. Assets by
7. Derivatives. 7. Assets acquired or disposed of | Public
8. Assets acquired or disposed of | in connection with mergers, Companies”
in connection with mergers, demergers, acquisitions, or
demergers, acquisitions, or transfer of shares in accordance
transfer of shares in accordance | with law.
with law. 8. Other major assets.

9. Other major assets.

Article 8 | Standard for conducting Standard for conducting Revise by
announcement and report announcement and report referencing
(omitted) (omitted) i
1. Acquisition or disposal of real | 1. Acquisition or disposal of real | Article 31

property or right-of-use property from or to a of
assets thereof from or to a related party, or acquisition | « .
o . Regulation
related party, or acquisition or disposal of assets other .
or disposal of assets other than real property from or | S Governing
than real property or to a related party where the | the
right-of-use assets thereof transaction amount reaches | acquisition
from or to a related party 20 percent or more of q
where the transaction paid-in capital, 10 percent an_
amount reaches 20 percent or more of the company's Disposal of
or more of paid-in capital, total assets, or NT$300 Assets by
10 percent or more of the million or more; provided, Public
company's total assets, or this shall not apply to _
NT$300 million or more; trading of government Companies

provided, this shall not
apply to trading

of domestic government
bonds or bonds under
repurchase and resale
agreements, or subscription
or redemption of money

bonds or bonds under
repurchase and resale
agreements, or subscription
or redemption of money
market funds issued by
domestic securities
investment trust enterprises.
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market funds issued by
domestic securities
investment trust
enterprises.

(omitted)
4. Where equipment or

right-of-use assets thereof
for business use are
acquired or disposed of,
and furthermore the
transaction counterparty is
not a related party, and the
transaction amount meets
any of the following
criteria:

(omitted)

5. Acquisition or disposal by a

public company in the
construction business of
real property or
right-of-use thereof for
construction use, and
furthermore the transaction
counterparty is not a related
party, and the transaction
amount reaches NT$500
million; among such cases,
if the public company has
paid-in capital of NT$10
billion or more, and it is
disposing of real property
from a completed
construction project that it
constructed itself, and
furthermore the transaction
counterparty is not a related

party, then the threshold
shall be a transaction
amount reaching NT$1
billion or more.

6. Where land is acquired under

an arrangement on
engaging others to build on
the company's own land,
engaging others to build on
rented land, joint
construction and allocation
of housing units, joint
construction and allocation
of ownership percentages,
or joint construction and
separate sale, and
furthermore the transaction

(omitted)
4. Where equipment belongs to

assets for business use are
acquired or disposed of,
and furthermore the
transaction counterparty is
not a related party, and the
transaction amount meets
any of the following
criteria:

(omitted)

5. Acquisition or disposal by a

public company in the
construction business of
real property for
construction use, and
furthermore the transaction
counterparty is not a related
party, and the transaction
amount did not reach
NT$500 million.

6. Where land is acquired under

an arrangement on
engaging others to build on
the company's own land,
engaging others to build on
rented land, joint
construction and allocation
of housing units, joint
construction and allocation
of ownership percentages,
or joint construction and
separate sale, and the
amount the company
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counterparty is not a related

party, and the amount the
company expects to invest
in the transaction reaches
NT$500 million.

7. Where an asset transaction

other than any of those

referred to in the preceding

six subparagraphs, a

disposal of receivables by a

financial institution, or an

investment in the mainland

China area reaches 20

percent or more of paid-in

capital or NT$300 million;
provided, this shall not
apply to the following
circumstances:

(1) Trading

of domestic government

bonds.

(2) Where done by
professional
investors—securitie
s trading on
securities
exchanges or OTC
markets, or
subscription of
ordinary corporate
bonds or general
bank debentures
without equity
characteristics (excl
uding subordinated
debt) that are
offered and issued
in the primary
market, or_
subscription or
redemption of
securities
investment trust
funds or futures
trust funds, or
subscription by a
securities firm of
securities as
necessitated by its
undertaking
business or as an
advisory
recommending

expects to invest in the
transaction did not reach
NT$500 million.

7. Where an asset transaction

other than any of those

referred to in the preceding

six subparagraphs, a

disposal of receivables by a

financial institution, or an

investment in the mainland

China area reaches 20

percent or more of paid-in

capital or NT$300 million;
provided, this shall not
apply to the following
circumstances:

(1) Trading of government

bonds.

(2) Where done by
professional
investors—securitie
s trading
on domestic or
overseas securities
exchanges or OTC
markets, or
subscription of
ordinary corporate
bonds or general
bank debentures
without equity
characteristics that
are offered and
issued in the
domestic primary
market, or
subscription by a
securities firm of
securities as
necessitated by its
undertaking
business or as an
advisory
recommending
securities firm for
an emerging stock
company, in
accordance with the
rules of the Taipei
Exchange.

(omitted)
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securities firm for
an emerging stock
company, in
accordance with the
rules of the Taipei
Exchange.

(omitted)

3. The cumulative transaction
amount of acquisitions and
disposals (cumulative
acquisitions and disposals,
respectively) of real
property or right-of-use
assets thereof within the
same development project
within the preceding year.

(omitted)

3. The cumulative transaction
amount of acquisitions and
disposals (cumulative
acquisitions and disposals,
respectively) of real property
within the same development
project within the preceding
year.

(omitted)

Article 10

In acquiring or disposing of real
property, equipment or
right-of-use assets thereof,
where the transaction amount
reaches 20 percent of the
company's paid-in capital or
NT$300 million or more, the
company, unless transacting
with a domestic

government agency, engaging
others to build on its own land,
engaging others to build on
rented land, or acquiring or
disposing of equipment or_
right-of-use assets thereof held
for business use, shall obtain an
appraisal report prior to the date
of occurrence of the event from
a professional appraiser and
shall further comply with the
following provisions:

Where due to special
circumstances it is necessary to
give a limited price, specified
price, or special price as a
reference basis for the
transaction price, the transaction
shall be submitted for approval
in advance by the board of
directors; the same procedure
shall also be followed whenever
there is any subsequent change
to the terms and conditions of
the transaction.

(omitted)

In acquiring or disposing of real
property or equipment, where
the transaction amount reaches
20 percent of the company's
paid-in capital or NT$300
million or more, the company,
unless transacting with a
government agency, engaging
others to build on its own land,
engaging others to build on
rented land, or acquiring or
disposing of equipment held for
business use, shall obtain an
appraisal report prior to the date
of occurrence of the event from
a professional appraiser and
shall further comply with the
following provisions:

Where due to special
circumstances it is necessary to
give a limited price, specified
price, or special price as a
reference basis for the
transaction price, the transaction
shall be submitted for approval
in advance by the board of
directors. The aforementioned
procedure shall also be followed
whenever there is any change to
the terms and conditions of the
transaction in the future.

(omitted)

Revise by
referencing
Article 9 of
“Regulation
s Governing
the
Acquisition
and
Disposal of
Assets by
Public
Companies”
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Article 12 | Where the company acquires or | Where the company acquires or | Revise by
disposes of intangible assets or | disposes of memberships or referencing
right-of-use thereof or intangible assets and the i
memberships and the transaction | transaction amount reaches 20 | Article 11
amount reaches 20 percent or percent or more of paid-in of
more of paid-in capital or capital or NT$300 million or “Requlati

S ) , . gulation
NT$300 million or more, except | more, except in transactions with .
in transactions with a government agency, the s Governing
a domestic government agency, | company shall engage a certified | the
the company shall engage a public accountant prior to the Acquisition
certified public accountant prior | date of occurrence of the event
to the date of occurrence of the | to render an opinion on the and
event to render an opinion on reasonableness of the transaction | Disposal of
the reasonableness of the price; the CPA shall comply with | Assets by
transaction price; the CPA shall | the provisions of Statement of Public
comply with the provisions of Auditing Standards No. 20 _
Statement of Auditing Standards | published by the ARDF. Companies”™
No. 20 published by the ARDF.

Article For the calculation of 10 percent | For the calculation of 10 percent | Revise by

19-2 of total assets under these of total assets under these referencing
procedures, the total assets procedures, the total assets i
stated in the most recent parent | stated in the most recent parent | Article 35
company only financial report or | company only financial report or | of
individual financial report individual financial report “Requlati

. : gulation
prepared under the Regulations | prepared under the Regulations .
Governing the Preparation of Governing the Preparation of s Governing
Financial Reports by Securities | Financial Reports by Securities | the
Issuers shall be used. Issuers shall be used. Acquisition
In the case of a company whose | In the case of a company whose
shares have no par value or a par | shares have no par value or a par and
value other than NT$10—for the | value other than NT$10—for the | Disposal of
calculation of transaction calculation of transaction Assets by
amounts of 20 percent of paid-in | amounts of 20 percent of paid-in Public
capital under these procedures, | capital under these procedures, _
10 percent of equity attributable | 10 percent of equity attributable | Companies™
to owners of the parent shall be | to owners of the parent shall be
substituted; for calculations substituted.
under the provisions of these
Requlations regarding
transaction amounts relative to
paid-in capital of NT$10 billion,
NT$20 billion of equity
attributable to owners of the
parent shall be substituted.

Article 16 | When the company intends to When the company intends to Revise by
acquire or dispose of real acquire or dispose of real referencing
property or right-of-use assets property from or to a related Article 15
thereof from or to a related party, or when it intends to of
party, or when it intends to acquire or dispose of assets other | “Regulation
acquire or dispose of assets than real property from or to a s Governing
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other than real property or
right-of-use assets thereof

from or to a related party and
the transaction amount reaches
20 percent or more of paid-in
capital, 10 percent or more of
the company's total assets, or
NT$300 million or more, except
in trading of domestic
government bonds or bonds
under repurchase and resale
agreements, or subscription or
redemption of money market
funds issued by domestic
securities investment trust
enterprises, the company may
not proceed to enter into a
transaction contract or make a
payment until the following
matters have been approved by
the board of directors and
recognized by the supervisors:
(omitted)

3. With respect to the acquisition
of real property or right-of-use
assets thereof from a related
party, information regarding
appraisal of the reasonableness
of the preliminary transaction
terms in accordance with the
regulations.

(omitted)

With respect to acquisition or
disposal of equipment or
right-of-use assets thereof and
real property right-of-use assets
held for business use, when to
be conducted between the
company and its subsidiaries, or
between its subsidiaries in

related party and the transaction
amount reaches 20 percent or
more of paid-in capital, 10
percent or more of the
company's total assets, or
NT$300 million or more, except
in trading of corporate bonds or
bonds under repurchase and
resale agreements, or
subscription or redemption of
money market funds issued by
domestic securities investment
trust enterprises, the company
may not proceed to enter into a
transaction contract or make a
payment until the following
matters have been approved by
the board of directors and
recognized by the supervisors:

(omitted)

3. With respect to the acquisition
of real property from a related
party, information regarding
appraisal of the reasonableness
of the preliminary transaction
terms in accordance with the
regulations.

(omitted)

With respect to acquisition or
disposal of equipment held for
business use, when to be
conducted between the company
and its subsidiaries, the
company's board of directors
may pursuant to Article 6 and 7
delegate the board chairman to

the
Acquisition
and
Disposal of
Assets by
Public
Companies”
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which it directly or indirectly
holds 100 percent of the issued
shares or authorized capital, the

company's board of directors
may pursuant to Article 6 and 7
delegate the board chairman to
decide such matters when the
transaction is within a certain
amount and have the decisions
subsequently submitted to and
ratified by the next board of
directors meeting. When a
matter is submitted for
discussion by the board of
directors pursuant to paragraph
1, the board of directors shall
take into full consideration each
independent director's opinions.
If an independent director
objects to or expresses
reservations about any matter, it
shall be recorded in the minutes
of the board of directors
meeting.

decide such matters when the
transaction is within a certain
amount and have the decisions
subsequently submitted to and
ratified by the next board of
directors meeting. When a
matter is submitted for
discussion by the board of
directors pursuant to paragraph
1, the board of directors shall
take into full consideration each
independent director's opinions.
If an independent director
objects to or expresses
reservations about any matter, it
shall be recorded in the minutes
of the board of directors
meeting.

Article 17

The company that acquires real
property or right-of-use assets
thereof from a related party shall

evaluate the reasonableness of
the transaction costs by the
following means and shall also
engage a CPA to check the
appraisal and render a specific
opinion except one of the
following situations:

1. The related party acquired the
real property or right-of-use
assets thereof through
inheritance or as a gift.

2. More than 5 years will have

elapsed from the time the

The company that acquires real
property from a related party
shall evaluate the reasonableness
of the transaction costs by the
following means and shall also
engage a CPA to check the
appraisal and render a specific
opinion except one of the
following situations:

1. The related party acquired the
real property through inheritance

or as a gift.

2. More than 5 years will have

elapsed from the time the

Revise by
referencing
Article 16
of
“Regulation
s Governing
the
Acquisition
and
Disposal of
Assets by
Public
Companies”
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related party signed the
contract to obtain the real
property or right-of-use
assets thereof to the signing
date for the current

transaction.

3. The real property is acquired
through signing of a joint
development contract with
the related party, or through
engaging a related party to
build real property, either
on the company's own land
or on rented land.

4. The real property right-of-use

assets for business use are
acquired by the company
with its subsidiaries, or by
its subsidiaries in which it
directly or indirectly holds
100 percent of the issued
shares or authorized
capital.

related party signed the
contract to obtain the real
property to the signing date
for the current transaction.

3. The real property is acquired
through signing of a joint
development contract with
the related party, or through
engaging a related party to
build real property, either
on the company's own land
or on rented land.

Article 18

Where the company acquires
real property or right-of-use
assets thereof from a related
party and the results of
appraisals conducted in
accordance with the provisions
are uniformly lower than the
transaction price, the following
steps shall be taken:

1. A special reserve shall be set
aside in accordance with the
provisions against the difference
between the real property or
right-of-use assets thereof
transaction price and the
appraised cost, and may not be
distributed or used for capital
increase or issuance of bonus
shares. Where the company uses
the equity method to account for
its investment in another

Where the company acquires
real property from a related
party and the results of
appraisals conducted in
accordance with the provisions
are uniformly lower than the
transaction price, the following
steps shall be taken:

1. A special reserve shall be set
aside in accordance with
the provisions against the
difference between the real
property transaction price
and the appraised cost, and
may not be distributed or
used for capital increase or
issuance of bonus shares.
Where the company uses
the equity method to
account for its investment

Revise by
referencing
Article 18
of
“Regulation
s Governing
the
Acquisition
and
Disposal of
Assets by
Public
Companies”
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company, then the special
reserve called for under the
provisions shall be set aside pro
rata in a proportion consistent
with the share of public
company's equity stake in the
other company.

2. Supervisors shall comply with
Article 218 of the Company Act..
Where an audit committee has
been established in accordance
with the provisions of the
Securities and Exchange Act,
the preceding part of this
subparagraph shall apply
mutatis mutandis to the
independent director members
of the audit committee.

3. Actions taken pursuant to
subparagraph 2 shall be reported
to a shareholders meeting, and
the details of the transaction
shall be disclosed in the annual
report and any investment

prospectus.

The company that has set aside a
special reserve under the
preceding paragraph may not
utilize the special reserve until it
has recognized a loss on decline
in market value of the assets it
purchased or leased at a
premium, or they have been
disposed of, or the leasing
contract has been terminated, or
adequate compensation has been
made, or the status quo ante has
been restored, or there is other

in another company, then
the special reserve called
for under the provisions
shall be set aside pro rata in
a proportion consistent with
the share of public
company's equity stake in
the other company.

2. Supervisors shall comply with

Article 218 of the Company Act.

3. Actions taken pursuant

to subparagraph 1 and
subparagraph 2 shall be reported
to a shareholders meeting, and
the details of the transaction

shall be disclosed in the annual
report and any investment
prospectus.

The company that has set aside a
special reserve under the
preceding paragraph may not
utilize the special reserve until it
has recognized a loss on decline
in market value of the assets it
purchased at a premium, or they
have been disposed of, or
adequate compensation has been
made, or the status quo ante has
been restored, or there is other
evidence confirming that there
was nothing unreasonable about
the transaction, and the FSC has
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evidence confirming that there
was nothing unreasonable about
the transaction, and the FSC has
given its consent.

given its consent.

Article 21 | (omitted) (omitted) Revise by
Where any of the companies Where any of the companies referencing
participating in a merger, participating in a merger, Article 25
demerger, acquisition, or demerger, acquisition, or transfer | of
transfer of another company's of another company's shares is “Regulation
shares is neither listed on an neither listed on an exchange nor | s Governing
exchange nor has its shares has its shares traded on an OTC | the
traded on an OTC market, the market, the company(s) so listed | Acquisition
company(s) so listed or traded or traded shall sign an agreement | and
shall sign an agreement with with such company whereby the | Disposal of
such company whereby the latter is required to abide by the | Assets by
latter is required to abide by the | provisions of the paragraph 3 Public
provisions of the preceding two | and 4. Companies”
paragraphs. :

Article 23 | (omitted) (omitted) Revise by
(3) The regulation of “reaching | (3) The regulation of referencing
paid-in capital or of total assets” | “reaching 20% paid-in capital Article 34
in the standards for or 10% of total assets” in the of
announcement and report for standards for announcement and | “Regulation
subsidiary is calculated based on | report for subsidiary is s Governing
the paid-in capital or total assets | calculated based on the paid-in | the
of the parent company. capital or total assets of the Acquisition
(omitted) parent company. and

(omitted) Disposal of
Assets by
Public
Companies”
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Sporton International Inc.

Procedures for Acquisition or Disposal of Assets (Before Revision)

Amended on June 8, 2017
Article 1 Purpose
When conducting the acquisition or disposal of assets, the company should
handle it in accordance with the procedures to protect the investment and
implement public announcement of the information.

Article 2 Basis
These procedures are adopted in accordance with the provisions of Article 36-1
of the Securities and Exchange Act and Regulations Governing the Acquisition
and Disposal of Assets by Public Companies.

Article 3 The term "assets™ as used in these procedures includes the following:

1. Short- and long-term investments in stocks, government bonds, corporate
bonds, financial bonds, securities representing interest in a fund, depositary
receipts, call (put) warrants, beneficial interest securities, and asset-backed
securities.

2. Real property (including land, houses and buildings, investment property,
land-use rights and construction enterprise inventory) and equipment.
3. Memberships.

N

. Patents, copyrights, trademarks, franchise rights, and other intangible assets.

. Claims of financial institutions (including receivables, bills purchased and
discounted, loans, and overdue receivables).

. Derivatives.

. Assets acquired or disposed of in connection with mergers, demergers,
acquisitions, or transfer of shares in accordance with law.

. Other major assets.

a1

~N O

[0

Article 4 Assessment procedures

1. When acquiring or disposing securities that are not traded in Stock Exchange
Market or Over-The-Counter Markets, the following should be considered:
net value per share, profitability ability, future development potential,
market interest, contract rate of the bond, credit of the debtor and the trading
price at that time.

2. When acquiring or disposing securities that are traded in Stock Exchange
Market or Over-The-Counter Markets, stock equity or price of the bond at
that time should be considered.

- 65 -



3. When acquiring or disposing other assets other than the ones mentioned in the
preceding two paragraphs, one of the following methods should be selected,
inquiry, price parity, counter-offer or open bid and the announced current
value, assessed current value, actual transaction price of the nearby real
property should be referenced for the determination. If they satisfied the
regulation in the procedure, then application standard should be announced
and appraisal report from professional appraiser should be referenced.

Article 5 Procedures for acquisition or disposal of the assets

1. When acquiring or disposing assets, the implementer should evaluate on
matters such as the reason for the acquisition or disposal of assets, targets,
relative person of the transaction, transfer price, payment terms and basis
for price reference. The proposal should be submitted to competent
authority for judgement and executed by management department. Relevant
matters shall be conducted in accordance with relevant regulations on
internal control system and the procedures herein.

2. The implementation unit related to the investment of securities is the finance
department of the company. For real property and equipment, the
implementation unit is the usage department and relevant competent
authority. For other assets which are not investment of securities, real
properties and equipment, these can be conducted only after relevant
implementation units have evaluated them.

3. Relevant regulations on internal control system should be complied when
conducting relevant operations related to the acquisition or disposal of
assets. If major violations were found, then relevant personnel should be
punished in accordance with violation situations.

Article 6 Degree of authority delegated
Procurement or sale of the investment of securities should be conducted after the
general manager and the chairperson approved.

Article 7 Ceiling amount of the investment
The company may purchase real property or securities for non-business use.
However, the total investment amount shall not exceed 30% of the total assets;
the investment amount in securities shall not exceed 20% of the total assets; and
the investment amount for procurement of individual securities shall not exceed
10% of the total assets.

Article 8 Standard for conducting announcement and report
Under any of the following circumstances, the company acquiring or disposing
of assets shall publicly announce and report the relevant information on the
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FSC's designated website in the appropriate format as prescribed by regulations

within 2 days counting inclusively from the date of occurrence of the event:

1. Acquisition or disposal of real property from or to a related party, or
acquisition or disposal of assets other than real property from or to a related
party where the transaction amount reaches 20 percent or more of paid-in
capital, 10 percent or more of the company's total assets, or NT$300 million
or more; provided, this shall not apply to trading of government bonds or
bonds under repurchase and resale agreements, or subscription or
redemption of money market funds issued by domestic securities investment
trust enterprises.

2. Merger, demerger, acquisition, or transfer of shares.

3. Losses from derivatives trading reaching the limits on aggregate losses or
losses on individual contracts set out in the procedures adopted by the
company.

4. Where equipment belongs to assets for business use are acquired or disposed
of, and furthermore the transaction counterparty is not a related party, and
the transaction amount meets any of the following criteria:

(1) For a public company whose paid-in capital is less than NT$10 billion,
the transaction amount reaches NT$500 million or more.

(2) For a public company whose paid-in capital is NT$10 billion or more,
the transaction amount reaches NT$1 billion or more.

5. Acquisition or disposal by a public company in the construction business of
real property for construction use, and furthermore the transaction
counterparty is not a related party, and the transaction amount did not reach
NT$500 million.

6. Where land is acquired under an arrangement on engaging others to build on
the company's own land, engaging others to build on rented land, joint
construction and allocation of housing units, joint construction and
allocation of ownership percentages, or joint construction and separate sale,
and the amount the company expects to invest in the transaction did not
reach NT$500 million.

7. Where an asset transaction other than any of those referred to in the preceding
six subparagraphs, a disposal of receivables by a financial institution, or an
investment in the mainland China area reaches 20 percent or more of
paid-in capital or NT$300 million; provided, this shall not apply to the
following circumstances:

(1) Trading of government bonds.

(2) Where done by professional investors—securities trading on domestic or
overseas securities exchanges or OTC markets, or subscription of
ordinary corporate bonds or general bank debentures without equity
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Article 9

characteristics that are offered and issued in the domestic primary

market, or subscription by a securities firm of securities as

necessitated by its undertaking business or as an advisory
recommending securities firm for an emerging stock company, in
accordance with the rules of the Taipei Exchange.

(3) Trading of bonds under repurchase and resale agreements, or
subscription or redemption of money market funds issued by
domestic securities investment trust enterprises. The amount of
transactions above shall be calculated as follows:

1. The amount of any individual transaction.

2. The cumulative transaction amount of acquisitions and disposals
of the same type of underlying asset with the same transaction
counterparty within the preceding year.

3. The cumulative transaction amount of acquisitions and disposals
(cumulative acquisitions and disposals, respectively) of real
property within the same development project within the
preceding year.

4. The cumulative transaction amount of acquisitions and disposals
(cumulative acquisitions and disposals, respectively) of the same
security within the preceding year.

"Within the preceding year™ as used in the preceding paragraph refers to the year
preceding the date of occurrence of the current transaction. Items duly announced
in accordance with these Regulations need not be counted toward the transaction
amount.

The company shall compile monthly reports on the status of derivatives trading
engaged in up to the end of the preceding month by the company and any
subsidiaries that are not domestic public companies and enter the information in
the prescribed format into the information reporting website designated by the
FSC by the 10th day of each month.

When the company at the time of public announcement makes an error or
omission in an item required by regulations to be publicly announced and so is
required to correct it, all the items shall be again publicly announced and
reported in their entirety within two days counting inclusively from the date of
knowing of such error or omission.

The company acquiring or disposing of assets shall keep all relevant contracts,
meeting minutes, log books, appraisal reports and CPA, attorney, and securities
underwriter opinions at the company, where they shall be retained for 5 years
except where another act provides otherwise.

Time limit for conducting the announcement and report
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Article 10

Where any of the following circumstances occurs with respect to a transaction
that the company has already publicly announced and reported in accordance
with the preceding article, a public report of relevant information shall be made
on the information reporting website designated by the FSC within 2 days
counting inclusively from the date of occurrence of the event:

1. Change, termination, or rescission of a contract signed in regard to the original
transaction.

2. The merger, demerger, acquisition, or transfer of shares is not completed by
the scheduled date set forth in the contract.

3. Change to the originally publicly announced and reported information.

In acquiring or disposing of real property or equipment, where the transaction
amount reaches 20 percent of the company's paid-in capital or NT$300 million or
more, the company, unless transacting with a government agency, engaging others
to build on its own land, engaging others to build on rented land, or acquiring or
disposing of equipment held for business use, shall obtain an appraisal report prior
to the date of occurrence of the event from a professional appraiser and shall further
comply with the following provisions:

1. Where due to special circumstances it is necessary to give a limited price,
specified price, or special price as a reference basis for the transaction price,
the transaction shall be submitted for approval in advance by the board of
directors. The aforementioned procedure shall also be followed whenever
there is any change to the terms and conditions of the transaction in the
future.

2. Where the transaction amount is NT$1 billion or more, appraisals from two or
more professional appraisers shall be obtained.

3. Where any one of the following circumstances applies with respect to the
professional appraiser's appraisal results, unless all the appraisal results for
the assets to be acquired are higher than the transaction amount, or all the
appraisal results for the assets to be disposed of are lower than the
transaction amount, a certified public accountant shall be engaged to
perform the appraisal in accordance with the provisions of Statement of
Auditing Standards No. 20 published by the ROC Accounting Research and
Development Foundation (ARDF) and render a specific opinion regarding
the reason for the discrepancy and the appropriateness of the transaction
price:

(1) The discrepancy between the appraisal result and the transaction amount
is 20 percent or more of the transaction amount.

(2) The discrepancy between the appraisal results of two or more
professional appraisers is 10 percent or more of the transaction amount.
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Article 11

Article 12

Article 12-1

Article 12-2

4. No more than 3 months may elapse between the date of the appraisal report
issued by a professional appraiser and the contract execution date; provided,
where the publicly announced current value for the same period is used and
not more than 6 months have elapsed, an opinion may still be issued by the
original professional appraiser.

The company acquiring or disposing of securities shall, prior to the date of
occurrence of the event, obtain financial statements of the issuing company for
the most recent period, certified or reviewed by a certified public accountant, for
reference in appraising the transaction price, and if the dollar amount of the
transaction is 20 percent of the company's paid-in capital or NT$300 million or
more, the company shall additionally engage a certified public accountant prior to
the date of occurrence of the event to provide an opinion regarding the
reasonableness of the transaction price. If the CPA needs to use the report of an
expert as evidence, the CPA shall do so in accordance with the provisions of
Statement of Auditing Standards No. 20 published by the ARDF. This requirement
does not apply, however, to publicly quoted prices of securities that have an active
market, or where otherwise provided by regulations of the Financial Supervisory
Commission (FSC).

Where the company acquires or disposes of memberships or intangible assets and
the transaction amount reaches 20 percent or more of paid-in capital or NT$300
million or more, except in transactions with a government agency, the company
shall engage a certified public accountant prior to the date of occurrence of the
event to render an opinion on the reasonableness of the transaction price; the CPA
shall comply with the provisions of Statement of Auditing Standards No. 20
published by the ARDF.

The calculation of the transaction amounts referred to in the preceding three
articles shall be done in accordance with Article 8 herein, and "within the
preceding year" as used herein refers to the year preceding the date of
occurrence of the current transaction. Items for which an appraisal report from
a professional appraiser or a CPA's opinion has been obtained need not be
counted toward the transaction amount.

For the calculation of 10 percent of total assets under these procedures, the total
assets stated in the most recent parent company only financial report or
individual financial report prepared under the Regulations Governing the
Preparation of Financial Reports by Securities Issuers shall be used.

In the case of a company whose shares have no par value or a par value other
than NT$10—for the calculation of transaction amounts of 20 percent of
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Article 13

Article 14

Article 15

Article 16

paid-in capital under these procedures, 10 percent of equity attributable to
owners of the parent shall be substituted.

Where the company acquires or disposes of assets through court auction
procedures, the evidentiary documentation issued by the court may be substituted
for the appraisal report or CPA opinion.

Professional appraisers and their officers, certified public accounts, attorneys, and
securities underwriters that provide the company with appraisal reports, certified
public accountant's opinions, attorney's opinions, or underwriter's opinions may
not be a related party of any party to the transaction.

When the company engages in any acquisition or disposal of assets from or to a
related party, in addition to ensuring that the necessary resolutions are adopted
and the reasonableness of the transaction terms is appraised, if the transaction
amount reaches 10 percent or more of the company's total assets, the company
shall also obtain an appraisal report from a professional appraiser or a CPA's
opinion in compliance with the provisions in the procedures.

The calculation of the transaction amount referred to in the preceding paragraph
shall be made in accordance with Article 12-1 herein.

When judging whether a transaction counterparty is a related party, in addition to
legal formalities, the substance of the relationship shall also be considered.

When the company intends to acquire or dispose of real property from or to a
related party, or when it intends to acquire or dispose of assets other than real
property from or to a related party and the transaction amount reaches 20 percent
or more of paid-in capital, 10 percent or more of the company's total assets, or
NT$300 million or more, except in trading of corporate bonds or bonds under
repurchase and resale agreements, or subscription or redemption of money market
funds issued by domestic securities investment trust enterprises, the company
may not proceed to enter into a transaction contract or make a payment until the
following matters have been approved by the board of directors and recognized
by the supervisors:
1. The purpose, necessity and anticipated benefit of the acquisition or disposal of
assets.
2. The reason for choosing the related party as a transaction counterparty.
3. With respect to the acquisition of real property from a related party,
information regarding appraisal of the reasonableness of the preliminary
transaction terms in accordance with the regulations.
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Article 17

4. The date and price at which the related party originally acquired the real
property, the original transaction counterparty, and that transaction
counterparty's relationship to the company and the related party.

5. Monthly cash flow forecasts for the year commencing from the anticipated
month of signing of the contract, and evaluation of the necessity of the
transaction, and reasonableness of the funds utilization.

6. An appraisal report from a professional appraiser or a CPA's opinion obtained
in compliance with the preceding article.

7. Restrictive covenants and other important stipulations associated with the
transaction.

The calculation of the transaction amounts referred to in the preceding paragraph
shall be made in accordance with Article 8, paragraph 2 herein, and "within the
preceding year™ as used herein refers to the year preceding the date of occurrence
of the current transaction. ltems that have been approved by the board of
directors and recognized by the supervisors need not be counted toward the
transaction amount.
With respect to acquisition or disposal of equipment held for business use, when
to be conducted between the company and its subsidiaries, the company's board
of directors may pursuant to Article 6 and 7 delegate the board chairman to
decide such matters when the transaction is within a certain amount and have the
decisions subsequently submitted to and ratified by the next board of directors
meeting.
Where the position of independent director has been created in accordance with
the provisions of the Act, when a matter is submitted for discussion by the board
of directors pursuant to paragraph 1, the board of directors shall take into full
consideration each independent director's opinions. If an independent director
objects to or expresses reservations about any matter, it shall be recorded in the
minutes of the board of directors meeting.

The company that acquires real property from a related party shall evaluate the

reasonableness of the transaction costs by the following means and shall also

engage a CPA to check the appraisal and render a specific opinion except one of
the following situations:

1. The related party acquired the real property through inheritance or as a gift.

2. More than 5 years will have elapsed from the time the related party signed the
contract to obtain the real property to the signing date for the current
transaction.

3. The real property is acquired through signing of a joint development contract
with the related party, or through engaging a related party to build real
property, either on the company's own land or on rented land.
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Article 18 Where the company acquires real property from a related party and the results of
appraisals conducted in accordance with the provisions are uniformly lower than
the transaction price, the following steps shall be taken:

1. A special reserve shall be set aside in accordance with the provisions against
the difference between the real property transaction price and the appraised
cost, and may not be distributed or used for capital increase or issuance of
bonus shares. Where the company uses the equity method to account for its
investment in another company, then the special reserve called for under the
provisions shall be set aside pro rata in a proportion consistent with the
share of public company's equity stake in the other company.

2. Supervisors shall comply with Article 218 of the Company Act.

3. Actions taken pursuant to subparagraph 1 and subparagraph 2 shall be reported
to a shareholders meeting, and the details of the transaction shall be
disclosed in the annual report and any investment prospectus.

The company that has set aside a special reserve under the preceding paragraph
may not utilize the special reserve until it has recognized a loss on decline in
market value of the assets it purchased at a premium, or they have been disposed
of, or adequate compensation has been made, or the status quo ante has been
restored, or there is other evidence confirming that there was nothing
unreasonable about the transaction, and the FSC has given its consent.

Article 19 When engaging in derivatives trading, the company shall pay strict attention to
control of important risk management and auditing matters, conduct in
accordance with “Procedures for Derivatives Trading”, and make regular
evaluation methods and the handling of irregular circumstances.

Article 20 The company that conducts a merger, demerger, acquisition, or transfer of shares,
prior to convening the board of directors to resolve on the matter, shall engage a
CPA, attorney, or securities underwriter to give an opinion on the reasonableness
of the share exchange ratio, acquisition price, or distribution of cash or other
property to shareholders, and submit it to the board of directors for deliberation
and passage. However, the requirement of obtaining an aforesaid opinion on
reasonableness issued by an expert may be exempted in the case of a merger by
the company of a subsidiary in which it directly or indirectly holds 100 percent of
the issued shares or authorized capital, and in the case of a merger between
subsidiaries in which the company directly or indirectly holds 100 percent of the
respective subsidiaries’ issued shares or authorized capital.

A public report to shareholders detailing important contractual content and
matters relevant to the merger, demerger, or acquisition shall be prepared prior to
the shareholders meeting and include it along with the expert opinion referred to
in the preceding paragraph when sending shareholders notification of the
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Article 21

shareholders meeting for reference in deciding whether to approve the merger,
demerger, or acquisition. Provided, where a provision of another act exempts a
company from convening a shareholders meeting to approve the merger,
demerger, or acquisition, this restriction shall not apply.

Where the shareholders meeting of any one of the companies participating in a
merger, demerger, or acquisition fails to convene or pass a resolution due to lack
of a quorum, insufficient votes, or other legal restriction, or the proposal is
rejected by the shareholders meeting, the companies participating in the merger,
demerger or acquisition shall immediately publicly explain the reason, the
follow-up measures, and the preliminary date of the next shareholders meeting.

The company shall convene a board of directors meeting and shareholders
meeting on the day of the transaction to resolve matters relevant to the merger,
demerger, or acquisition, unless another act provides otherwise or the FSC is
notified in advance of extraordinary circumstances and grants consent.

A company participating in a transfer of shares shall call a board of directors

meeting on the day of the transaction, unless another act provides otherwise or

the FSC is notified in advance of extraordinary circumstances and grants
consent.

When participating in a merger, demerger, acquisition, or transfer of another

company's shares, a company that is listed on an exchange or has its shares

traded on an OTC market shall prepare a full written record of the following
information and retain it for 5 years for reference:

1. Basic identification data for personnel: Including the occupational titles,
names, and national ID numbers (or passport numbers in the case of foreign
nationals) of all persons involved in the planning or implementation of any
merger, demerger, acquisition, or transfer of another company's shares prior
to disclosure of the information.

2. Dates of material events: Including the signing of any letter of intent or
memorandum of understanding, the hiring of a financial or legal advisor, the
execution of a contract, and the convening of a board of directors meeting.

3. Important documents and minutes: Including merger, demerger, acquisition,
and share transfer plans, any letter of intent or memorandum of
understanding, material contracts, and minutes of board of directors
meetings.

When participating in a merger, demerger, acquisition, or transfer of another

company's shares, a company that is listed on an exchange or has its shares

traded on an OTC market shall, within 2 days counting inclusively from the date

of passage of a resolution by the board of directors, report (in the prescribed

format and via the Internet-based information system) the information set out in

subparagraphs 1 and 2 of the preceding paragraph to the FSC for recordation.
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Article 22

Article 23

Where any of the companies participating in a merger, demerger, acquisition, or
transfer of another company's shares is neither listed on an exchange nor has its
shares traded on an OTC market, the company(s) so listed or traded shall sign an
agreement with such company whereby the latter is required to abide by the
provisions of the paragraph 3 and 4.

The company participating in a merger, demerger, acquisition, or transfer of
shares may not arbitrarily alter the share exchange ratio or acquisition price unless
under the below-listed circumstances, and shall stipulate the circumstances
permitting alteration in the contract for the merger, demerger, acquisition, or
transfer of shares:

1. Cash capital increase, issuance of convertible corporate bonds, or the issuance
of bonus shares, issuance of corporate bonds with warrants, preferred shares
with warrants, stock warrants, or other equity based securities.

2. An action, such as a disposal of major assets, that affects the company's
financial operations.

3. An event, such as a major disaster or major change in technology, that affects
shareholder equity or share price.

4. An adjustment where any of the companies participating in the merger,
demerger, acquisition, or transfer of shares from another company, buys
back treasury stock.

5. An increase or decrease in the number of entities or companies participating in
the merger, demerger, acquisition, or transfer of shares.

6. Other terms/conditions that the contract stipulates may be altered and that have
been publicly disclosed.

Relevant matters on the merger, demerger, acquisition or transfer of shares

should be conducted in accordance with the regulations to protect the equity of

companies participating it.

Regulations for the subsidiaries to acquire or dispose assets

(1) When the subsidiaries acquire or dispose assets, they shall conduct the matter
in accordance with the regulations of the parent company.

(2) Information required to be publicly announced and reported in accordance
with the standards stipulated in Article 8 for acquisitions and disposals of
assets by the company's subsidiary that is not itself a public company in
Taiwan shall be reported by the parent company.

(3) The regulation of “reaching 20% paid-in capital or 10% of total assets” in the
standards for announcement and report for subsidiary is calculated based on
the paid-in capital or total assets of the parent company.

Subsidiaries referred herein is the invested companies that the company directly

holds over 50% of its issued shares or each invested company that the company
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indirectly holds over 50% of its issued shares or similar of such kinds or each
invested company that the company directly holds or indirectly holds through
subsidiaries over 50% of its issued shares or similar of such kinds.

Article 24 Matters to disclose for financial statement
Where the assets acquired or disposed by the company reached the standard for
announcement and report stipulated in Article 8 of the procedures herein, and the
transaction counterparty is a real de facto related party to the company, then the
announced content shall be disclosed in the remarks of the financial statement
and submitted to the shareholders” meeting.

Article 25 Implementation date
After the procedures have been approved by the board of directors, they shall be
submitted to each supervisor, and then to a shareholders' meeting for approval;
the same applies when the procedures are amended. If any director expresses
dissent and it is contained in the minutes or a written statement, the company
shall submit the director's dissenting opinion to each supervisor.
When the procedures for acquisition or disposal of assets are submitted for
discussion by the board of directors pursuant to paragraph 1, the board of
directors shall take into full consideration each independent director's opinions. If
an independent director expresses assents or dissent opinions and reasons about
any matter, it shall be recorded in the minutes of the board of directors meeting.
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Sporton International Inc.

Comparison Table for Procedures for Loaning of Funds to Others

Articles Before Revision After Revision Explanations
Article 1 | counterparty for loaning: Counterparty for loaning: Revise in
(Omitted) (Omitted) i rlii‘t':ie
The restriction in paragraph 1, | The restriction in paragraph 1, | Jing-Guan-Zhe
subparagraph 2 shall not apply | subparagraph 2 shall not apply | ng-Shen-Zi
to inter-company loans of to inter-company loans of 1N5)é030 4826
funds between overseas funds between overseas
companies in which the companies in which the
company holds, directly or company holds, directly or
indirectly, 100% of the voting | indirectly, 100% of the voting
shares or between the overseas | shares. However, the ceiling
company in which the amount and terms for loans
company holds, directly or stipulated in Article 3 and 5
indirectly, 100% of the voting | should still be complied.
shares and the company.
However, the ceiling of total
amount for loans and the
ceiling for loans to individual
counterparty should be
stipulated and the terms for
loans should also be stipulated.
If the responsible person of the
company violates the
provisions in paragraph 1 and
the preceding paragraph, then
the person should take on joint
and several liability with the
borrower for repayment; if
damages occurred to the
company as a result, then the
person should also take on
damage compensation liability.
Article 3 | Total amount and ceiling Total amount and ceiling Revise in
amount to individuals for amount to individuals for ac_cordance
with letter
making loans: making loans: Jing-Guan-Zhe
(Omitted) (Omitted) rlllg-Shen-Zi
0.

2. Where an inter-company or

2. Where an inter-company or
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inter-firm business transaction
calls for a loan arrangement,
such financing amount shall
not exceed 20 percent of the
company's net worth.
(Omitted) - When making loans
to companies without

providing collaterals, within

same industry, same affiliated

companies or conglomerate,

the total amount of loans
should not exceed 15% of the
net worth of the company.

3. For the company or firm
requiring short-term financing,

individual amount of loans
should not exceed 10% of the
company’s net worth. When
making loans to companies

without providing collaterals
and within same industry, the
total amount of loans should
not exceed 5% of the net worth

of the company.

inter-firm business transaction
calls for a loan arrangement,
such financing amount shall
not exceed 20 percent of the
company's net worth.
(Omitted)

3. For the company or firm
requiring short-term financing,
individual amount of loans
should not exceed 10% of the
company’s net worth.

1080304826

Article 4

Disposition procedure for
making loans:

(Omitted)

(5) Whether collateral must
be obtained and appraisal of
the value thereof. Credit check
and risk evaluation record on
the borrower should be
attached.

Risk assessment should be
enhanced on making loans to

the company that does not

provide collaterals and

companies belonged to the

same industry, same affiliated

companies or conglomerate.

Disposition procedure for
making loans:

(Omitted)

(5) Whether collateral must
be obtained and appraisal of
the value thereof. Credit check
and risk evaluation record on
the borrower should be
attached.

(Omitted)
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(Omitted)

Article 7| nternal control: Internal control: Revise in

(Omitted) (Omitted) e rl‘l";‘tr;e

2. The company's internal 2. The company's internal Jing-Guan-Zhe

auditors shall audit the auditors shall audit the ng-Shen-Zi

Operational Procedures for Operational Procedures for ?(3350304826

Loaning Funds to Others and Loaning Funds to Others and

the implementation thereof no | the implementation thereof no

less frequently than quarterly less frequently than quarterly

and prepare written records and prepare written records

accordingly. They shall accordingly. They shall

promptly notify all the promptly notify all the

supervisors and independent supervisors in writing of any

directors in writing of any material violation found.

material violation found. (Omitted)

(Omitted) 3. If, as aresult of a change

If, as a result of a change in in circumstances, an entity for

circumstances, an entity for which an

which an endorsement/guarantee is made

endorsement/guarantee is made | does not meet the requirements

does not meet the requirements | of these Regulations or the

of these Regulations or the loan balance exceeds the limit,

loan balance exceeds the limit, | the company shall adopt

the company shall adopt rectification plans and submit

rectification plans and submit | the rectification plans to all the

the rectification plans to all the | supervisors, and shall complete

supervisors and independent the rectification according to

directors, and shall complete the timeframe set out in the

the rectification according to plan.

the timeframe set out in the

plan.
V. (Omitted) (Omitted) Revise in
eEsfoeacr::jven When it submits its When it submits its Sﬁiﬁ rlcl?ge
amendmen | Operational Procedures for Operational Procedures for Jing-Guan-Zhe
t Loaning Funds to Others for Loaning Funds to Others for ng'Shen'Zi

. . : . 0.
discussion by the board of discussion by the board of 1080304826

directors under the preceding
paragraph, the board of
directors shall take into full
consideration each independent

directors under the preceding
paragraph, the board of
directors shall take into full
consideration each independent
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director's opinion; if
independent directors have
expressed dissent or retained
opinions, these shall be
included in the minutes of the

board of directors' meeting.

director's opinion; independent
directors' opinions specifically
expressing assent or dissent
and their reasons for dissent
shall be included in the
minutes of the board of
directors' meeting.
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Sporton International Inc.

Procedures for Loaning of Funds to Others (Before Revision)

Purpose:

Amended on June 14, 2013

The company shall comply with the provisions in these procedures when making loans to

others.
Content:

Article 1: Counterparty for loaning:

1.

Where an inter-company or inter-firm business transaction calls for a loan
Arrangement

Where an inter-company or inter-firm short-term financing facility is necessary
The term "short-term"” as used in the preceding paragraph means one year, or
where the company's operating cycle exceeds one year, one operating cycle.

The term "financing amount” as used in paragraph 1, sub-paragraph 2 of this
Article means the cumulative balance of the company's short-term financing.

The restriction in paragraph 1, subparagraph 2 shall not apply to inter-company
loans of funds between overseas companies in which the company holds, directly
or indirectly, 100% of the voting shares. However, the ceiling amount and terms
for loans stipulated in Article 3 and 5 should still be complied.

Article 2: Reasons and necessity of making loans to others:

Where an inter-company or inter-firm business transaction calls for a loan
arrangement, provisions in Article 3, paragraph2 should be complied. Where an
inter-company or inter-firm short-term financing facility is necessary, only the
following situations are allowed:

1.

3.

Any company with that over 50% of its shares are held by the company and has
a necessary demand for short-term financing due to business needs.

Other company or firm which has a necessary demand for short-term financing
due to the procurement of raw materials or required for working capital.

Other borrower approved by the board of directors.

Article 3: Total amount and ceiling amount to individuals for making loans:
1. Financing amount shall not exceed 40 percent of the company's net worth. Where

an inter-company or inter-firm short-term financing facility is necessary,
provided that such financing amount shall not exceed 20 percent of the
company's net worth.

2. Where an inter-company or inter-firm business transaction calls for a loan

arrangement, such financing amount shall not exceed 20 percent of the
company's net worth. Amount of individual loans shall not exceed the amount of
business transaction between both parties. The term “amount of business
transaction” herein refers to the higher one in the monetary amount of
procurement or sales between both parties.
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3. For the company or firm requiring short-term financing, individual amount of
loans should not exceed 10% of the company’s net worth.
Article 4: Disposition procedure for making loans:
1. Credit check:

When the company conducts matters related to making loans to others, the

borrower should submit necessary information of the company and financial

information and apply the financing amount in written form to the company.

After the application is being submitted to the company, finance department

should investigate and evaluate the business, financial status, dept-paying

ability, credit, profitability ability and usage of the loans on the borrower and
prepare a report regarding the above matters.

Finance department should make a detailed review on the borrower. Evaluation

items should include at least the following:

(1) The necessity of and reasonableness of extending loans to others.

(2) Whether the amount for making loans to others is necessary based on the
financial status of the borrower.

(3) Whether the cumulative amount for making loans to others is still within
the ceiling amount.

(4) Impact on the company's business operations, financial condition, and
shareholders' equity.

(5) Whether collateral must be obtained and appraisal of the value thereof.
Credit check and risk evaluation record on the borrower should be
attached.

2. Security:
When the company is conducting matters related to making loans to others, the
company should obtain unsecured promissory note with the same amount and
conducts pledge setting on movable property or real property if necessary. For
debt guarantee in the preceding paragraph, if the borrower can provide
guarantee from individual or company with relative high capitals and credit to
replace collaterals, then the board of directors shall reference the credit check
report from the finance department before conducing relevant matters. For those
taking company as guarantee, the company shall pay attention to whether
provisions on guarantees has been established on their Articles of Incorporation.

3. Range of authorization:
The company may loan funds to others only after finance department has made
credit check on the borrower and the evaluation results have been approved by
the general manager and submitted to and resolved upon by the board of
directors. The company shall not empower any other person to make such
decision.

Where the company has established the position of independent director, when
it loans funds to others, it shall take into full consideration each independent
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director's opinions; independent directors’ opinions specifically expressing
assent or dissent and their reasons for dissent shall be included in the minutes of
the board of directors’ meeting.

Loans of funds between the company and its subsidiaries, or between its
subsidiaries, shall be submitted for a resolution by the board of directors
pursuant to the preceding paragraph, and the chairperson may be authorized, for
a specific borrowing counterparty, within a certain monetary limit resolved by
the board of directors, and within a period not to exceed one year, to give loans
in installments or to make a revolving credit line available for the counterparty
to draw down. The "certain monetary limit" mentioned in the preceding
paragraph on authorization for loans extended by the company or any of its
subsidiaries to any single entity shall not exceed 10% of the net worth on the
most current financial statements of the lending company, except in cases of
companies in compliance with Article 1, paragraph 4.

Current net worth shall be in accordance with the value listed in recent financial
statement audit or certified by accountants.

Article 5: Duration of loans and calculation of interest:

1.
2.

Duration for each loan should not exceed a year in principle.

The interest of loans should not be lower than the highest interest for making a
short-term loan to financial institute by the company. For the collection of loan
interest, interest should be paid once a month in principle. If special
circumstances occurred, then this can be adjusted according to the actual
situation after board of directors approved.

Article 6: Subsequent measures for control and management of loans, and procedures for
handling delinquent creditor’s rights:

1.

After making the transfer of loans, the company shall pay attention to financial,
business and credit status, etc. of the borrower and the guarantor frequently. If
collaterals are provided, then the company shall also pay attention to the
changes in the value of the collateral. When encountering major changes, the
chairperson should be notified promptly, and appropriate treatment should be
made according to the instruction given.

The borrower shall calculate the interest payment and pay it off along with the
principal when paying back the loans before the due date or on the due date of
the loan. Then cashier check can be cancelled and returned to the borrower or
the cancellation of pledge can be made.

When the loans are due, the borrower should pay back all the principal and
interests. If the borrower is not able to pay back all the amount and needs an
extension, then the request shall be made in advance. The extension shall be
effective after board of directors approved. For those who violates, the company
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can make punishments and ask for the recovery from the provided collaterals or
guarantees.
Article 7: Internal control:

1. The company shall prepare a memorandum book for its fund-loaning activities
and truthfully record the following information: borrower, amount, date of
approval by the board of directors, lending/borrowing date, and matters to be
carefully evaluated under the regulations.

2. The company's internal auditors shall audit the Operational Procedures for
Loaning Funds to Others and the implementation thereof no less frequently
than quarterly and prepare written records accordingly. They shall promptly
notify all the supervisors in writing of any material violation found. The
company shall punish managers and case officers according to the conditions
of violation when any material violation is found.

3. If, as a result of a change in circumstances, an entity for which an
endorsement/guarantee is made does not meet the requirements of these
Regulations or the loan balance exceeds the limit, the company shall adopt
rectification plans and submit the rectification plans to all the supervisors, and
shall complete the rectification according to the timeframe set out in the plan.

Article 8: Announcement and report:

1. The company shall announce and report the previous month's loan balances of
its head office and subsidiaries by the 10th day of each month.

2. The company whose loans of funds reach one of the following levels shall
announce and report such event within two days commencing immediately
from the date of occurrence:

(1) The aggregate balance of loans to others by the company and its
subsidiaries reaches 20 percent or more of the company's net worth as
stated in its latest financial statement.

(2) The balance of loans by the company and its subsidiaries to a single
enterprise reaches 10 percent or more of the company's net worth as stated
in its latest financial statement.

(3) The amount of new loans of funds by the company or its subsidiaries
reaches NT$10 million or more, and reaches 2 percent or more of the
company's net worth as stated in its latest financial statement.

The company shall announce and report on behalf of any subsidiary thereof that is
not a public company of the Republic of China any matters that such subsidiary is
required to announce and report pursuant to subparagraph 3 of the preceding
paragraph.

I1l.  Other matters:

1. Where a subsidiary of the company intends to make loans to others, the company shall
instruct it to formulate its own Operational Procedures for Loaning Funds to Others in
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V.

compliance with these Regulations, and it shall comply with the Procedures when
loaning funds.

2. The company shall evaluate the status of its loans of funds and reserve sufficient
allowance for bad debts, and shall adequately disclose relevant information in its
financial reports and provide certified public accountants with relevant information
for implementation of necessary auditing procedures.

3. Provisions in relevant laws and relevant chapters of the company shall be complied
for matters not mentioned in the rules herein.

Effectiveness and amendment:

The company intending to loan funds to others shall formulate its Operational Procedures for
Loaning Funds to Others in compliance with these Regulations, and, after passage by the
board of directors, submit the Procedures to each supervisor and submit them for approval by
the shareholders’ meeting; where any director expresses dissent and it is contained in the
minutes or a written statement, the company shall submit the dissenting opinion to each
supervisor and for discussion by the shareholders' meeting. The same shall apply to any
amendments to the Procedures.

When it submits its Operational Procedures for Loaning Funds to Others for discussion by the
board of directors under the preceding paragraph, the board of directors shall take into full
consideration each independent director's opinion; independent directors' opinions specifically
expressing assent or dissent and their reasons for dissent shall be included in the minutes of the
board of directors' meeting.
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Sporton International Inc.

Comparison Table for Procedures for Making Endorsements/Guarantees

Articles Before Revision After Revision Explanations
Article | Hierarchy of decision-making | Hierarchy of decision-making | Revise in
° authority and delegation authority and delegation ac_cordance
with letter
thereof thereof Jing-Guan-Zhe
1. Matters related to 1. Matters related to ng-Shen-Zi
endorsements/guarantees shall | endorsements/guarantees shall | NO.
be conducted after the board of | be conducted after the board of | 1080304826
directors approved. Where the | directors approved. Where the
company has established the company has established the
position of independent position of independent
director, when it makes director, when it makes
endorsements/guarantees for endorsements/guarantees for
others, it shall take into full others, it shall take into full
consideration the opinions of consideration the opinions of
each independent director; if each independent director;
independent directors have independent directors' opinions
expressed dissent or retained specifically expressing assent
opinions, these shall be or dissent and the reasons for
included in the minutes of the | dissent shall be included in the
board of directors' meeting. minutes of the board of
Matters relating to the status of | directors' meeting. Matters
the case shall be reported to relating to the status of the case
shareholders’ meeting. shall be reported to
(omitted) shareholders’ meeting.
(omitted)
Article | pignosition procedures for Disposition procedures for Revise in
6 accordance
endorsements/guarantees endorsements/guarantees with letter
(omitted) (omitted) Jing-Guan-Zhe
ng-Shen-Zi
5. Where as a result of changes | 5. Where as a result of changes No.
of condition the entity for of condition the entity for 1080304826
which an which an

endorsement/guarantee is made
no longer meets the
requirements of these
procedures, or the amount of
endorsement/guarantee
exceeds the limit, the company

shall adopt rectification plans

endorsement/guarantee is made
no longer meets the
requirements of these
procedures, or the amount of
endorsement/guarantee
exceeds the limit, the company
shall adopt rectification plans
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and submit the rectification
plans to all the supervisors and
independent supervisors, and

shall complete the rectification
according to the timeframe set
out in the plan.

and submit the rectification
plans to all the supervisors, and
shall complete the rectification
according to the timeframe set

out in the plan.

Article | nternal control Internal control Revise in
8 o . accordance
1. The company's internal 1. The company's internal with letter
auditors shall audit the auditors shall audit the Jing-Guan-Zhe
ng-Shen-Zi
procedures for procedures for No
endorsements/guarantees for endorsements/guarantees for 1080304826
others and the implementation | others and the implementation Revise In
accordance
thereof no less frequently than | thereof no less frequently than | with letter
quarterly and prepare written | quarterly and prepare written i';%&%a;?he
records accordingly. They shall | records accordingly. They shall | No.
promptly notify all the promptly notify all the
supervisors and independent supervisors in writing of any
directors in writing of any material violation found.
material violation found. (omitted)
(omitted)
Article | Announcing and reporting Announcing and reporting Revise in
10 q accordance
procedures procedures with letter
(omitted) (omitted) Jing-Guan-Zhe
' 0.
endorsements/guarantees by endorsements/guarantees by 1080304826

the company and its
subsidiaries for a single
enterprise reaches NT$10
million or more and the
aggregate amount of all
endorsements/guarantees

for, carrying value of the
investment with the adoption
of equity method, and balance

of loans to, such enterprise
reaches 30 percent or more of

the company and its
subsidiaries for a single
enterprise reaches NT$10
million or more and the
aggregate amount of all
endorsements/guarantees for,
investment of a long-term
nature in, and balance of loans
to, such enterprise reaches 30
percent or more of company's

net worth as stated in its latest
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company's net worth as stated
in its latest financial statement.

(omitted)

financial statement.

(omitted)
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Sporton International Inc.

Procedures for Making Endorsements/Guarantees (Before Revision)

Amended on 102.6.14

Article 1. The company shall comply with the provisions in these procedures when making
endorsements/guarantees for others.
Article 2: Applicable scope of the procedures

1. Financing endorsements/guarantees, including:
(1) Bill discount financing.
(2) Endorsement or guarantee made to meet the financing needs of another
company.
(3) Issuance of a separate negotiable instrument to a non-financial enterprise as
security to meet the financing needs of the company itself.

2. Customs duty endorsement/guarantee, meaning an endorsement or guarantee for
the company itself or another company with respect to customs duty matters.

3. Other endorsements/guarantees, meaning endorsements or guarantees beyond the
scope of the above two subparagraphs.

4. Any creation by the company of a pledge or mortgage on its chattel or real
property as security for the loans of another company shall also comply with these

procedures.
Article 3: Counterparty for endorsement/guarantee

Where the company fulfills its contractual obligations by providing mutual
endorsements/guarantees for another company in the same industry or for joint
builders for purposes of undertaking a construction project, or where all capital
contributing shareholders make endorsements/ guarantees for their jointly
invested company in proportion to their shareholding percentages, such
endorsements/guarantees may be made. Other than this, endorsements/guarantees
may only be made for the following companies:

A company with which it does business.

A company in which the company directly and indirectly holds more than 50 percent
of the voting shares.

A company that directly and indirectly holds more than 50 percent of the voting
shares in the company.

Companies in which the company holds, directly or indirectly, 90% or more of the
voting shares may make endorsements/guarantees for each other, and the amount
of endorsements/guarantees may not exceed 10% of the net worth of the
company, provided that this restriction shall not apply to
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endorsements/guarantees made between companies in which the company holds,
directly or indirectly, 100% of the voting shares.

Where the company fulfills its contractual obligations by providing mutual
endorsements/guarantees for another company in the same industry or for joint
builders for purposes of undertaking a construction project, or where all capital
contributing shareholders make endorsements/ guarantees for their jointly
invested company in proportion to their shareholding percentages, or where
companies in the same industry provide among themselves joint and several
security for a performance guarantee of a sales contract for pre-construction
homes pursuant to the Consumer Protection Act for each other, such
endorsements/guarantees may be made free of the restriction of the preceding
two paragraphs.

Capital contribution referred to in the paragraph 1 shall mean capital contribution
directly by the company, or through a company in which the company holds
100% of the voting shares.

Article 3-1: For circumstances in which an entity for which the company makes any
endorsement/guarantee is a subsidiary whose net worth is lower than half of its
paid-in capital, relevant follow-up monitoring and control measures shall be
expressly prescribed.

In the case of a subsidiary with shares having no par value or a par value other than
NT$10, for the paid-in capital in the calculation under the preceding paragraph, the
sum of the share capital plus paid-in capital in excess of par shall be substituted.
Article 4: The ceilings on the amounts permitted to make in endorsements/guarantees
1. The ceilings on the amounts the company is permitted to make in
endorsements/guarantees
(1) Total amount for endorsements/guarantees shall not exceed 100% of current net
worth of the company.
(2) The ceilings on the amounts for endorsements/guarantees to single enterprise
shall not exceed 50% of current net worth of the company.
2. The ceilings on the amounts the company and its subsidiaries are permitted to
make in endorsements/guarantees
(1) Total amount for endorsements/guarantees shall not exceed 100% of current net
worth of the company.
(2) The ceilings on the amounts for endorsements/guarantees to single enterprise
shall not exceed 50% of current net worth of the company.
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3. If the whole aggregate amount of endorsements/guarantees reaches 50% or more
of the net worth of the company, an explanation of the necessity and
reasonableness thereof shall be given at the shareholders meeting.

Current net worth is based on the recent financial report audit or certified by
accountants.

Article 5: Hierarchy of decision-making authority and delegation thereof

1. Matters related to endorsements/guarantees shall be conducted after the board of
directors approved. Where the company has established the position of
independent director, when it makes endorsements/guarantees for others, it shall
take into full consideration the opinions of each independent director;
independent directors' opinions specifically expressing assent or dissent and the
reasons for dissent shall be included in the minutes of the board of directors'
meeting. Matters relating to the status of the case shall be reported to
shareholders’ meeting.

2. Where the company needs to exceed the limits set out in the procedures to satisfy
its business requirements, and where the conditions set out in the procedures
herein are complied with, it shall obtain approval from the board of directors and
half or more of the directors shall act as joint guarantors for any loss that may be
caused to the company by the excess endorsement/guarantee. It shall also amend
the procedures accordingly and submit the same to the shareholders' meeting for
ratification after the fact. If the shareholders' meeting does not give consent, the
company shall adopt a plan to discharge the amount in excess within a given time
limit.

Before making any endorsement/guarantee pursuant to Article 3, paragraph 2, a
subsidiary in which the company holds, directly or indirectly, 90% or more of the
voting shares shall submit the proposed endorsement/guarantee to the company’s
board of directors for a resolution, provided that this restriction shall not apply to
endorsements/guarantees made between companies in which the company holds,
directly or indirectly, 100% of the voting shares.

Where the company has established the position of independent director, it shall take
into full consideration each independent director's opinions during the discussion
of board of directors’ meeting in the preceding paragraph; independent directors'
opinions specifically expressing assent or dissent and their reasons for dissent
shall be included in the minutes of the board of directors' meeting.
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Article 6: Disposition procedures for endorsements/guarantees

1. When the company is conducting endorsement/guarantee, the company to be
endorsed/guaranteed shall submit application form to the finance department of
the company. Finance department shall make credit check on the company to be
endorsed/guaranteed, evaluate the risks and prepare evaluation record. After the
review has been ratified, the report shall be submitted and reviewed by the
general manager and chairman. Collaterals should be obtained if necessary.

2. Finance department shall make credit check on the company to be
endorsed/guaranteed and evaluate the risks. The evaluation items shall include:

(1) The necessity of and reasonableness of endorsements/guarantees.

(2) Judge whether the amount of endorsement/guarantee to the company to be
endorsed/guaranteed is necessary.

(3) Whether the cumulative amount of endorsements/guarantees is still within the
ceilings of the amount.

(4) Where an endorsement/guarantee is made due to needs arising from business
dealings, evaluation shall be done to determining whether the amount of an
endorsement/guarantee is commensurate the total amount of trading between the
two companies.

(5) The impact on the company's business operations, financial condition, and
shareholders' equity.

(6) Whether collateral must be obtained and appraisal of the value thereof.

(7) Credit status and risk assessment of the entity for which the
endorsement/guarantee is made.

3. Finance division shall prepare a memorandum book for the company’s
endorsement/guarantee activities and record in detail the following information
for the record: the entity for which the endorsement/guarantee is made, the
amount, the date of passage by the board of directors or of authorization by the
chairman of the board, the date the endorsement/guarantee is made, and the
matters to be carefully evaluated under the preceding paragraph.

4. Finance department shall evaluate or recognize the potential loss in accordance
with the provisions in No. 9 of Financial Reporting Standards, disclose
information on endorsements/guarantees appropriately in the financial statements
and provide relevant information to the certified accountants for them to adopt
necessary audit procedures and prepare suitable audit report.
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5. Where as a result of changes of condition the entity for which an
endorsement/guarantee is made no longer meets the requirements of these
procedures, or the amount of endorsement/guarantee exceeds the limit, the
company shall adopt rectification plans and submit the rectification plans to all
the supervisors, and shall complete the rectification according to the timeframe
set out in the plan.

Article 7: Cancellation of endorsements/guarantees

1. When endorsements/guarantees are cancelled due to cleared debts or renewed
extension, the company being endorsed/guaranteed shall submit formal letter
along with the original documents for the endorsements/guarantees. The
documents or receipts related to endorsements/guarantees will be stamped with
“Cancellation” by the finance department of the company and returned to the
company being endorsed/guaranteed while the application letter shall be kept for
reference.

2. Finance department shall record the cancellation of endorsements/guarantees to
the memorandum book for endorsements/guarantees at all times and keep a
record of the reduction on the amount of endorsements/guarantees.

Article 8: Internal control

1. The company's internal auditors shall audit the procedures for
endorsements/guarantees for others and the implementation thereof no less
frequently than quarterly and prepare written records accordingly. They shall
promptly notify all the supervisors in writing of any material violation found.

2. When conducting endorsements/guarantees, the company shall handle them in
accordance with the procedures. If major violations were discovered, then the
managers and case officers shall be punished according to the conditions of the
violation.

Article 9: Procedures for use and custody of corporate chops

1. The company shall use the corporate chop registered with the Ministry of
Economic Affairs as the dedicated chop for endorsements/guarantees. The chop
shall be kept in the custody of a designated person approved by the board of
directors and may be used to seal or issue negotiable instruments only in
prescribed procedures. The appointment, dismissal or changes to the designated
person for keeping the chop in custody shall be approved by the board of
directors.

2. When making a guarantee for an overseas company, the company shall have the
Guarantee Agreement signed by a person authorized by the board of directors.
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Article 10: Announcing and reporting procedures

The company shall announce and report the previous month's balance of

endorsements/guarantees of itself and its subsidiaries by the 10th day of each month.

When the balance of endorsements/guarantees reaches one of the following levels shall

announce and report such event within two days commencing immediately from the

date of occurrence:

1.

The aggregate balance of endorsements/guarantees by the company and its
subsidiaries reaches 50 percent or more of the company's net worth as stated in
its latest financial statement.

The balance of endorsements/guarantees by the company and its subsidiaries
for a single enterprise reaches 20 percent or more of the company's net worth
as stated in its latest financial statement.

The balance of endorsements/guarantees by the company and its subsidiaries
for a single enterprise reaches NT$10 million or more and the aggregate
amount of all endorsements/guarantees for, investment of a long-term nature in,
and balance of loans to, such enterprise reaches 30 percent or more of
company's net worth as stated in its latest financial statement.

The amount of new endorsements/guarantees made by the company or its
subsidiaries reaches NT$30 million or more, and reaches 5 percent or more of

the company's net worth as stated in its latest financial statement.

The company shall announce and report on behalf of any subsidiary thereof that is not a

public company of the Republic of China any matters that such subsidiary is required

to announce and report pursuant to subparagraph 4 of the preceding paragraph.

Article 11: Where a subsidiary of the company intends to make endorsements/guarantees for others,

the

company shall instruct it to formulate its own Procedures for

Endorsements/Guarantees in compliance with the regulations, and it shall comply with

the procedures when making endorsements/guarantees.

Article 12: Provisions in relevant laws and relevant chapters of the company shall be complied for

matters not mentioned in the rules herein.

Article 13: After the procedures passage by the board of directors, submit the same to each

supervisor and for approval by the shareholders' meeting. Where there any director

expresses dissent and it is contained in the minutes or a written statement, the

company shall submit the dissenting opinions to each supervisor and for discussion by

the shareholders' meeting. The same shall apply to any amendments to the procedures.

When it submits the procedures for discussion by the board of directors pursuant to the

preceding paragraph, the board of directors shall take into full consideration each
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independent director's opinions; the independent directors' opinions specifically
expressing assent or dissent and the reasons for dissent shall be included in the minutes
of the board of directors' meeting.
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Sporton International Inc.
Rules for Election of Directors and Supervisors

Article 1: Elections of directors and supervisors shall be conducted in accordance with these rules

herein.

Article 2: The directors and supervisors of the company shall be elected in the shareholders

meeting.

Article 3: The cumulative voting method shall be used for election of the directors and supervisors

of the company.

Avrticle 4: For the election of the directors and supervisors of the company, each share will have
voting rights in number equal to the number of people to be elected and may be cast for
a single candidate or split among multiple candidates.

Article 5: The number of directors and supervisors will be as specified in this Corporation’s articles
of incorporation. Those receiving ballots representing the highest numbers of voting
rights will be elected sequentially according to their respective numbers of votes. When
two or more persons receive the same number of votes, thus exceeding the specified
number of positions, they shall draw lots to determine the winner, with the chair
drawing lots on behalf of any person not in attendance.

Article 6: If a shareholder has been elected as director and supervisor at the same time, then the
shareholder can decide whether to serve as a director or supervisor him/herself. The
vacancy will be filled by the candidate with the next majority number of voting rights.

Article 7: The board of directors shall prepare separate ballots for directors and supervisors in
numbers corresponding to the directors or supervisors to be elected. The number of
voting rights associated with each ballot shall be specified on the ballots, which shall
then be distributed to the attending shareholders at the shareholders meeting.

Article 8: Before the election begins, the chair shall appoint a number of persons to perform the
respective duties of vote monitoring and counting personnel.

Acrticle 9: The ballot boxes shall be prepared by the board of directors and publicly checked by the
vote monitoring personnel before voting commences.

Article 10: If a candidate is a shareholder, a voter must enter the candidate's account name and
shareholder account number in the "candidate” column of the ballot; for a
non-shareholder, the voter shall enter the candidate's full name and identity card
number. However, when the candidate is a governmental organization or juristic-person
shareholder, the name of the governmental organization or juristic-person shareholder
shall be entered in the column for the candidate's account name in the ballot paper, or
both the name of the governmental organization or juristic-person shareholder and the
name of its representative may be entered. When there are multiple representatives, the
names of each respective representative shall be entered.
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Article 11: A ballot is invalid under any of the following circumstances:

1. The ballot was not prepared in accordance with the rules herein.

2. A blank ballot is placed in the ballot box.

3. The writing is unclear and indecipherable or has been altered.

4. The candidate whose name is entered in the ballot is a shareholder, but the
candidate's account name and shareholder account number do not conform with
those given in the shareholder register, or the candidate whose name is entered in
the ballot is a non-shareholder, and a cross-check shows that the candidate's name
and identity card number do not match.

5. Other words or marks are entered in addition to the candidate's account name and
shareholder account number or identity card number.

6. The name of the candidate entered in the ballot is identical to that of another
shareholder, but no shareholder account number is provided in the ballot to
identify such individual.

7. Things are not entered in accordance with the provisions in the remark column on
the ballet.

Article 12: Ballet box for the election of directors and supervisors should be established separately.
After voting, appointed persons for monitoring shall open the ballet box.

Article 13: The action of counting the number of ballets should be monitored by the appointed
persons for monitoring. The results of the calculation shall be announced by the chair
on the site.

Article 14: The board of directors of the company shall issue notifications to the persons elected as
directors or supervisors.

Article 15: Provisions of the Company Act and other relevant regulations shall be complied for
matters not mentioned in the rules herein.

Article 16: The rules, and any amendments hereto, shall be implemented after approval by a

shareholders meeting.
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Sporton International Inc.

Shareholding Status of Directors and Supervisors

The paid-in capital of the company is NT$ 923,965,530 and the number of
distributed shares is 92,396,553 shares.
According to Article 26 of Securities and Exchange Act and Article 2 of
Rules and Review Procedures for Director and Supervisor Share
Ownership Ratios at Public Companies, if the paid-in capital of the
company is within the range from NT$ 300 million to NT$ 1,000 million,
then the shareholdings of all directors shall not be less than 10% of total
issued shares and the shareholdings of all supervisors shall not be less
than 1% of total issued shares. Hence, the legal minimum shareholdings
of all directors are 9,239,655 shares while the legal minimum
shareholdings of all supervisors are 923,965 shares.
The company established 6 directors (including 1 independent director),
and 3 supervisors. Their terms of office are three years.
Shareholding of directors and supervisors recorded on entries of
shareholders register till the date of suspension of share transfer for this
annual shareholders’ meeting are as follows:

April 16, 2019
. Shareholdings when | Shareholdings the date for |, o1 i
Title Name suspension of share :
elected ratio
transfer
Chairman | YouXing Investment Co., Ltd.
Representative: Huang,
Wen-Liang
Director | YouXing Investment Co., Ltd. 23,774,321 24,341,524 26.34%
Representative: Yang,
Chih-Hsiang
Director Wang, Hsin-Tien 681,083 687,893 0.74%
Director Chang, Chao-Pin 283,416 290,250 0.31%
Director Huang, Ming-Chih 5,244 5,296 0.01%
Independent Yao, Jui 0 0 0.00%
Director

Total 24,744,064 25,324,963 27.40%
Supervisor Huang, Shu-Hua 994,932 1,004,881 1.09%
Supervisor Lin, Yen-Shan 23,517 23,752 0.03%
Supervisor Lin, Ching-Liang 0 0 0.00%
Total 1,018,449 1,028,633 1.12%

Note: Independent director, Chang, Chuan-Chang, resigned on August 7, 2018.
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Sporton International Inc.

Effect on business performance, earnings per share and return on investment of shareholders

by issuance of bonus shares

Unit: NT$ 1,000

Year 2019
Item (Prediction)
Paid-in capital in the beginning 923,966
Cash dividend per share (Note 1) NT$ 6.2
] Number of shares obtained for each share from
Placing shares and|. d capital b 105 (Note 1 0 shares
dividend this year increased capital by earnings (Note 1)
Number of shares obtained for each share from 0
increased capital by additional paid-in capital (Note 1) shares
Operating profit
Increasing (decreasing) ratio of operating profit
comparing to the same period last year
Net profit after tax
. Increasing (decreasing) ratio of net profit after tax|Not
Changes to business . . .
comparing to the same period last year applicable
performance -
Earnings per share (note 2)
Increasing (decreasing) ratio of earnings per share
comparing to the same period last year
Annual average return on investment (reciprocal of
annual average PER)
If increased capital by Proforma  eamings  per
. AR share
earnings is distributed as
- Proforma annual average
cash dividend .
return on investment
If capital increase by Pr:oforma earnings - per
. additional paid-in capitalS are Not
Proforma earnings per Proforma annual average .
was not conducted . applicable
share and PER return on investment (note 2)
If capital increase by|Proforma earnings per
additional paid-in capital|{share
was not conducted and
increased capital by|Proforma annual average
earnings is distributed as|return on investment
cash dividend

Note 1. Resolution during 2019 annual shareholders” meeting.

Note 2. According to “Regulations Governing the Publication of Financial Forecasts of Public

Companies”, the company does not need to make the information on financial forecasts for
2019 to the public.
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