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Representation Letter

The entities that are required to be included in the combined financial statements of Chenming Electronic
Technology Corp. as of and for the year ended December 31, 2019 under the Criteria Governing the
Preparation of Affiliation Reports, Consolidated Business Reports, and Consolidated Financial Statements of
Affiliated Enterprises are the same as those included in the consolidated financial statements prepared in
conformity with International Financial Reporting Standards No. 10 endorsed by the Financial Supervisory
Commission, "Consolidated Financial Statements." In addition, the information required to be disclosed in the
combined financial statements is included in the consolidated financial statements. Consequently, Chenming
Electronic Technology Corp. and Subsidiaries do not prepare a separate set of combined financial statements.

Company name: Chenming Electronic Technology Corp.
Chairman: Lin, Mu-Ho
Date: March 12, 2020
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Independent Auditors’ Report

To the Board of Directors of CHENMING ELECTRONIC TECHNOLOGY CORP.:
Opinion

We have audited the consolidated financial statements of CHENMING ELECTRONIC TECHNOLOGY CORP.
and its subsidiaries (“the Group™), which comprise the consolidated balance sheets as of December 31, 2019 and
2018, the consolidated statement of comprehensive income, changes in equity and cash flows for the years then
ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies.

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

Basis for Opinion

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

Emphasis of Matter

As stated in note (3)(a), the Group initially adopted the IFRS 16, “Leases™ at January 1, 2019 and applied the
modified retrospective approach, with no restatement of comparative period amounts. Our opinion is not
modified in respect of this matter.

Key Audit Matters

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

KPMG, a Taiwan partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative ('KPMG International’), a Swiss entity
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Inventory valuation

Please refer to Note (4)(h) and Note (5) for accounting policy of uncertainty of the valuation of inventory.
Information of inventories and related expenses is disclosed in note (6)(c) of the consolidated financial
statements.

Description of key audit matters:

Due to the impact of product life cycle and customized design in electronics industry, the price variability for
the inventories of the Group are expected to change. Therefore, the test of inventory valuation is one of the
significant evaluation in our audit procedures.

Our principal audit procedure included: testing the related controls of production cycle and assessing the
allowance for loss due to price decline, as well as obsolete and slow moving inventories, to determine whether
they are in compliance with the Group’ s accounting policies; inspecting the inventory aging statement;
analyzing the subsequent sales status, and assessing the adopted net realizable value basis for obsolete
inventories to verify the rationality of assessment on allowance estimated by the management authority of the
Group.

Other Matter

CHENMING ELECTRONIC TECHNOLOGY CORP. has prepared its parent-company-only financial
statements as of and for the years ended December 31, 2019 and 2018, on which we have issued an unmodified
opinion.

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

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with Regulations Governing the Preparation of Financial Reports by Securities Issuers and with the
IFRSs, 1ASs, IFRC. SIC endorsed and issued into effect by the Financial Supervisory Commission of the
Republic of China, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud
or error.

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

Those charged with governance (including the Supervisors) are responsible for overseeing the Group’s financial
reporting process.

Auditors’ 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 auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the auditing standards generally accepted in the Republic of China will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.
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As part of an audit in accordance with auditing standards generally accepted in the Republic of China, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also:

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

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

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

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’ 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 to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinion.

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

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

The engagement partners on the audit resulting in this independent auditors’ report are Hsin Fu Yen and Yi
Wen Wang.

KPMG

Taipei, Taiwan (Republic of China)
March 12, 2020

Notes to Readers

The accompanying consolidated financial statements are intended only to present the consolidated financial position, financial
performance, and cash flows in accordance with the accounting principles and practices generally accepted in the Republic of China and
not those of any other jurisdictions. The standards, procedures, and practices to audit such consolidated financial statements are those
generally accepted and applied in the Republic of China.

The independent auditors’audit report and the accompanying consolidated financial statements are the English translation of the Chinese
version prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the English
and Chinese language independent auditors’audit report and consolidated financial statements, the Chinese version shall prevail.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

CHENMING ELECTRONIC TECHNOLOGY CORP. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
For the years ended December 31, 2019 and 2018

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

Operating revenue (note 6(p))
Operating costs (notes (6)(c), (1) and (12))
Gross profit from operations
Operating expenses (notes (6)(1) and (12)):
Selling expenses
Administrative expenses
Research and development expenses

Net operating income
Non-operating income and expenses:
Finance costs, net
Interest income
Rent revenue (notes (6)(k) and (7))
Other income
Foreign exchange gains net
Other expense and losses

Profit from continuing operations before tax

Less: Income tax expenses (note (6)(m))

Profit

Other comprehensive income:

Components of other comprehensive income (loss) that not be reclassified to profit or loss
Gains (losses) on remeasurements of defined benefit plans

Income tax related to components of other comprehensive income that will not be reclassified to profit or loss
(note (6)(m))

Total components of other comprehensive income that will not be reclassified to profit or loss
Components of other comprehensive income (loss) that be reclassified to profit or loss
Exchange differences on translation of foreign financial statements
Income tax related to components of other comprehensive income that will be reclassified to profit or loss
Total components of other comprehensive income (loss) that will be reclassified to profit or loss
Other comprehensive income (loss)

Comprehensive income

Profit attributable to:
Owners of parent
Non-controlling interests

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

Earnings per share (expressed in NTD) (note (6)(0)):
Basic earnings per share
Diluted earnings per share

See accompanying notes to consolidated financial statements.

2019 2018
Amount Amount 9%
$ 6.028.,702 100 6.186.402 100
5.463.795 9] 5.714.259 92
564.907 9 472.143 8
135,274 2 137.813 2
194,692 3 199,781 3
49.128 1 35.697 1
379.094 6 373.291 6
185.813 3 98.852 2
(10,307) (8.696) -
1.473 1.695 -
14,421 15,078 -
13.076 17,482 -
8.519 63,883 1
(556) (3.027) _ -
26.626 86.415 1
212.439 185.267 3
55431 40.762 _ 1
157.008 144.505 2
(980) (1.729) -
(196) (357) _ -
(784) _ - (1.372) _ -
(41.010) (19.614) -
(41.010) __ (1) (19.614) _ -
“@1.794) _ (1) (20.986) _ -
115214 2 123519 _ 2
132,900 3 110.051 1
24.108 _ - 34.454 1
157.008 _ 3 144.505 _ 2
96.125 2 94.557 2
19.089 _ - 28.962 _ -
115,214 2 123.519 2
0.82 0.65
0.82 0.65




"SJUALLIDIRIS [BIOUBUL] PRIBPI[OSU0D 0 sajou Fuikuediwiooor 995

T65°L0SC 8PS 681 EPOSIC L (0I8'GH) (60T18) SPLOEL PEOTLOP GIT'SP TGP PBT 19618 0SE629°1 s 6107 ‘1€ 49qwada( uo 2dus|Eg
(91T°66) (91T°66) s B - . - - - B s152.19)u1 Juijjoauoa-uou u saduey)

FPro’ze Pro°ze - - - - - - TH9TE - pasodsip Jo pasinboe
SIUBIPISYNS JO JUNOWE Ful{1IEd puB UONBIIPISUOD UIIAMIIYG DDUJJI(]
= = 6ES7P01 = (LLeze) (LLE'TE) . - (291°7) (0000 2apys KInsual) JO JudwRINY
(zzezoD) (zze'zo) (zzezol) - - - - - - $21uys £Inseau) Jo oseydINg
PITS1I 680°61 €T196 B (166°CE) 9117Z¢E1L I'zEl - - - 610 *1€ 104uIddd(] papud 12a4 241 10 dui0dul dAIsudaydsdwod [elo ],
(P6L71Y) (610°€) (SLL9E) B (T66°5E) (+8L) (+8L) - = - 6107 ‘1€ 49quodg] papud 1k ay) 10 ($S0]) Awodul da1sudy2adwod 1oY10
800°LE1 801°T 006°T€1 - - 006°2El 006°CEL - - - 610T ‘1 € 49quioad(] papud Juak oy Joj 1yoid

(188'87) (188'8¥) 3 2 (188°8%) (188°81) = = = 24BYS AIBUIPIO JO SPUIPIAIP YsED)

- - - - # (EZvl) €211 - . aal052d [ejoadg

2 £ k 5 . (Soo°11) . <00°11 - 2A40504 8807
isFUILIR pauleIds Jo uonnguisip pue vonedosddy
TE019T $L9°69T LLY'OPET (L20°28) (81T's1) L88'S8Y POE18€ 960°1¢ L8PELT 0SE669'1 10T ‘L€ 2quidda(] U0 2uT[Eg
(£Z07T8) (£207TS) (LzT0Te) = w - - - - SO4LYS AINSURU) JO DSBYDING
61€7€T1 296'8¢C LEE'HO = Ty 6L9°801 G6L9"801 E; = 3 R10T "1€ 42qw223(] pAPu a4 Y1 40) ($50]) DUIOIUL dAISUYIAWOD |BIO,
(986°02) (Ter™e) (¥6r7s) . Zzren (Ten) e - - - S107 "1 € 19quia0d(| Papud JedA o) J0) (S50]) JWOdUI DAISUIYDILIOD JOYIQ)
S0S'pr1 PEPPE 1€0°011 = 7 1S0°011 10011 7 m m 810T '1€ 42qwda(] papus Juak oY) J0j 1Lj0o1d

(896°78) (896°78) . » (896'18) (896°8) 3 & . S2UBYS AIRUIPIO UO SPUIPIAIP YSED)

& = - i " g11°n) 81171 = = 2A40524 [B122dg

. e 5 - - (16z"12) . 16712 - 10501 250
suiwed pouie)os Jo uonnquisip pue uopeudosddy
8TYETI'T £1L°0vT SI6'T8ET = (960°1¢) 9L1°299 700°08¢ 8L6°6T 961°TST SRS 0SE°60Y°1 $ 8107 '] A1enuer uo adue ey

Kymba jejog, §152.403U1 yudaed jo FEH BIENTEITY SBUIUIEd SBUIUIED PaUTE)II LIS IALISIL snpdans soaeys
Bup|oa3uoa-uoN SIUALO Aansgaay, [euBuLy pauiejaa [ejog, paeridoarddeun) eradg edan) lendey AdeupiQ
0} a1qeInqiye udnao) SBUILIED Paule)ay]
Aynba Jo uonesuet)
1wjoL uo U1

adueyaxy

fymba jo

Juduodwod

Judaed Jo s1ouao o) I quInqLIY

(SAR[O(] UBAMIE], ALON] JO SPUEBSNOL] J, ul passaidxip)

8107 PUk G107 ‘1€ JIGUIDII( PIPUD SIBIA IY) 40,

Annbgp ui saBuvy)) Jo SHUWIEIS PIJEPIjOSU0))

SHRVIAISENS ANV "'dd0D ADOTONHDUL DINOHLITTH ONINWNITHD

(asau1yD ug panss] A[jeuiBiaQ SHUIWIIRYG [BIDUELI PIJBPI|OSUOY) JO UOLR|suB ] ysijBuy)



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

CHENMING ELECTRONIC TECHNOLOGY CORP. AND SUBSIDIARIES

Consolidated Statements of Cash Flows
For the years ended December 31, 2019 and 2018
(Expressed in Thousands of New Taiwan Dollars)

Cash flows from (used in) operating activities:
Profit before tax
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense
Amortization expense
Expected credit loss (gain)
Interest expense
Interest income
Loss (gain) from disposal of property, plant, and equipment, net
Other
Total adjustments to reconcile profit (loss)
Changes in operating assets and liabilities:
Decrease (increase) in trade receivables
Decrease (increase) in inventories
Decrease (increase) in other current assets
Decrease (increase) in other financial assets
Increase (decrease) in contract liabilities
Increase (decrease) in notes and trade payables
Increase (decrease) in other payables and other current liabilities
Total changes in operating assets and liabilities
Total adjustments
Cash inflow generated from (used in) operations
Interest received
Income taxes paid
Net cash flows from (used in) operating activities
Cash flows from (used in) investing activities:
Acquisition of property, plant, and equipment
Proceeds from disposal of property, plant and equipment
Decrease (increase) in prepayment for business facilities
Decrease (increase) in refundable deposits
Acquisition of intangible assets
Net cash flows from (used in) investing activities
Cash flows from (used in) financing activities:
Increase (decrease) in short-term loans
Proceeds from long-term debt
Repayment of long-term debt
Increase (decrease) in guarantee deposits
Payment of lease liabilities
Distribution in cash dividends
Payments to acquire treasury shares
Interest paid
Acquisition of non-controlling interests
Net cash flows from (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes to consolidated financial statements.

2019 2018
212,439 185,267
245,649 247,607

1,743 2,168
(1,764) 1,310
10,307 8,696
(1,473) (1,695)

103 (194)

(12) 12,392
254,553 270,284
(105,592) (509,844)
22,925 (231,770)
(6,746) 20,405
15,399 (2,433)
(802) 2,023
(104,312) 305,522
(30,598) 32,099
(209.726) (383.998)
44,827 (113.714)
257,266 71,553
1,473 1,695
(55.324) (37.747)
203.415 35,501
(78,615) (229,264)
2 3,157
(20,807) (4,453)
(3,402) (2,368)
(798) (955)
(103,622) (233.883)
20,000 220,000
200,000 160,000
(176,000) (88,000)

1,302 657

(6,170) 2
(48,881) (84,968)
(102,322) (52,027)
(10,354) (8,558)
(40,789) (47,616)
(163.214) 99,488
(8.982) (13.979)
(72,403) (112,873)
421,014 533,887
348.611 421,014




{English Translation of Consolidated Financial Statements Originally Issued in Chinese)

CHENMING ELECTRONIC TECHNOLOGY CORP. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
For the years ended December 31, 2019 and 2018

(Expressed in Thousands of New Taiwan Dollars,
Except for Earnings Per Share Information and Unless Otherwise Specified)

(1) Company history

CHENMING ELECTRONIC TECHNOLOGY CORP.(the “Company” }(Formerly Chenming Mold Ind.
Corp.).was incorporated on June 1976. The business activities of the Company are the production of
computer cases, and the manufacturing and development of mobile devices.

The consolidated financial its statements the Company as of and for the years ended December 31, 2019
are comprised of the Company and its subsidiaries (together referred to as the “Group™ and individually as
“Group entities”). Please refer to note(4) (c) for related information of the Group’s primary business
activities.

(2) Approval date and procedures of the consolidated financial statements

These consolidated financial statements for the yvears ended December 31, 2019 and 2018 were authorized
for issue by the Board of Directors on March 12, 2020.

(3) New standards, amendments, and interpretations adopted

(a)

The impact of the International Financial Reporting Standards (“IFRSs™) endorsed by the Financial
Supervisory Commission, R.O.C. (“FSC™) which have already been adopted.

The following new standards, interpretations, and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2019,

Effective date

New, Revised, or Amended Standards and Interpretations per IASB
IFRS 16 “Leases™ January 1, 2019
IFRIC 23 “Uncertainty over Income Tax Treatments” January 1, 2019
Amendments to IFRS 9 “Prepayment Features with Negative Compensation” January 1, 2019
Amendments to 1AS 19 “Plan Amendment, Curtailment, or Settlement” January 1, 2019

Amendments to IAS 28 “Long-term Interests in Associates and Joint Ventures”  January 1, 2019
Annual Improvements to IFRS Standards 2015-2017 Cycle January 1, 2019

Except for the following items, the Group believes that the adoption of the above IFRSs would not
have any material impact on its consolidated financial statements. The extent and impact of
signification changes are as follows:

(Continued)
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(i) IFRS 16“Leases”

IFRS 16 replaces the existing leases guidance, including IAS 17 Leases, IFRIC 4 Determining

10

whether an Arrangement contains a Lease, SIC-15 Operating Leases — Incentives, and SIC-27

Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

The Group applied IFRS 16 using the modified retrospective approach, under which the
cumulative effect of initial application did not have any significant impact in retained earnings

on January 1, 2019. The details of the changes in accounting policies are disclosed below,

13 Definition of a lease

Previously, the Group determined at contract inception whether an arrangement is or

contains a lease under IFRIC 4. Under IFRS 16, the Group assesses whether a contract is

or contains a lease based on the definition of a lease, as explained in note (4)(k).

On transition to IFRS 16, the Group elected to apply the practical expedient to
grandfather the assessment of which transactions are leases. The Group applied IFRS 16

only to contracts that were previously identified as leases. Contracts that were not

identified as leases under 1AS 17 and IFRIC 4 were not reassessed for whether there is a
lease. Therefore, the definition of a lease under JFRS 16 was applied only to contracts

entered into or changed on or after January [, 2019.

2)  Asalessee

As a lessee, the Group previously classified leases as operating or finance leases based
on its assessment of whether the lease transferred significantly all of the risks and
rewards incidental to ownership of the underlying asset to the Group. Under IFRS 16, the
Group recognizes right-of-use assets and lease liabilities for most leases — i.e. these

leases are on-balance sheet.

The Group decided to apply.recognition exemptions to leases of low-value assets or

short-term leases of office equipment and others.

Leases classified as operating leases under IAS 17

At transition, lease liabilities were measured at the present value of the remaining
lease payments, discounted at the Group’s incremental borrowing rate as at January
1, 2019. Right-of-use assets are measured at an amount equal to the lease liability,

adjusted by the amount of any prepaid or accrued lease payments.

In addition, the Group used the following practical expedients when applying IFRS

16 to leases.

— Applied a single discount rate to a portfolio of leases with similar

characteristics.

(Continued)
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—  Adjusted the right-of-use assets by the amount of IAS 37 onerous contract
provision immediately before the date of initial application, as an alternative
to an impairment review.

—  Applied the exemption not to recognize right-of-use assets and lLiabilities for
leases with less than 12 months of lease term.

—  Excluded initial direct costs from measuring the right-of-use asset at the date
of initial application.

—  Used hindsight when determining the lease term if the contract contains
options to extend or terminate the lease.

3) Asalessor

The Group is not required to make any adjustments on transition to IFRS 16 for
leases in which it acts as a lessor, except for a sub-lease. The Group accounted for
its leases in accordance with IFRS 16 from the date of initial application.

Under IFRS 16, the Group is required to assess the classification of a sub-lease by
reference to the right-of-use asset, not the underlying asset. On transition, the
Group reassessed the classification of a sub-lease contract previously classified as
an operating lease under IAS 17. The Group concluded that the sub-lease is a
finance lease under IFRS 16.

4)  Impacts on financial statements

On transition to IFRS 16, the Group recognized an additional $258,600 of right-of-use
assets and $11,537 of lease liabilities. When measuring lease liabilities, the Group
discounted lease payments using its incremental borrowing rate at January 1, 2019. The
weighted-average rate applied is 4.51%.

The explanation of differences between -operating lease commitments disclosed at the
end of the annual reporting period immediately preceding the date of initial application,
and lease liabilities recognized in the statement of financial position at the date of initial
application disclosed are as follows:

January 1, 2019

Operating lease commitment at December 31, 2018 as disclosed in $ 13,276

the Group’s consolidated financial statements
Recognition exemption for:

short-term leases {324)

_ 12,952

Discounted using the incremental borrowing rate at January 1, 2019

(as lease liabilities recognized at January 1, 2019) $ 11,537

{Continued)
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(ii) IFRIC 23 “Uncertainty over Income Tax Treatments™

In assessing whether and how an uncertain tax treatment affects the determination of taxable
profit (tax loss), tax bases, unused tax losses, unused tax credits, as well as tax rates, an entity
shall assume that a taxation authority will examine the amounts it has the right to examine and
have a full knowledge on all related information when making those examinations.

If an entity concludes that it is probable that the taxation authority will accept an uncertain tax
treatment, the entity shall determine the taxable profit (tax loss), tax bases, unused tax losses,

. unused tax credits, as well as tax rates consistently with the tax treatment used or planned to be
used in its income tax filings. Otherwise, an entity shall reflect the effect of uncertainty for
each uncertain tax treatment by using either the most likely amount or the expected value,
depending on which method the entity expects to better predict the resolution of the
uncertainty.

On transition to the new standard, there is no material impact to the Group.

(b) The impact of IFRS issued by the FSC but not yet effective

()

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after Januvary 1, 2020 in accordance with Rule No.
1080323028 issued by the FSC on July 29, 2019: '

Effective date

New, Revised or Amended Standards and Interpretations per IASB
Amendments to IFRS 3 “Definition of a Business” January 1, 2020
Amendments to IFRS 9, JAS39 and IFRS7 “Interest Rate Benchmark Reform™ January 1, 2020
Amendments to IAS 1 and 1AS 8 “Definition of Material™ January 1, 2020

The Group assesses that the adoption of the abovementioned standards would not have any material
impact on its consolidated financial statements.

The impact of [FRS issued by IASB but not yet endorsed by the FSC

As of the date, the following IFRSs that have been issued by the International Accounting Standards
Board (IASB), but have yet to be endorsed by the FSC:

Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets Between Effective date to
an Investor and Its Associate or Joint Venture” be determined
by IASB
IFRS 17 “Insurance Contracts” January 1, 2021

Amendments to IAS 1 “Classification of Liabilities as Current or Non-current”  January 1, 2022

The Group is evaluating the impact of its initial adoption of the abovementioned standards or
interpretations on its consolidated financial position and consolidated financial performance. The
results thereof will be disclosed when the Group completes its evaluation.

(Continued)



13

CHENMING ELECTRONIC TECHNOLOGY CORP. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements

(4) Summary of significant accounting policies

The significant accounting policies presented in the consolidated financial statements are summarized
below. Except for those specifically indicated, the following accounting policics were applied consistently
throughout the periods presented in the consolidated financial statements.

(a)

(®)

(c)

Statement of compliance

These consolidated financial statements have been prepared in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers (hereinafter referred to as “the
Regulations” ) and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations endorsed and issued into effect by the
Financial Supervisory Commission, R.O.C..

Basis of preparation

(@)

(i)

Basis of measurement

Except for the following significant accounts, the consolidated annual financial statements
have been prepared on the historical cost basis:

1}  Financial instruments at fair value through profit or loss are measured at fair value;

2} The defined benefit liabilities (assets) are measured at fair value of the plan assets less
the present value of the defined benefit obligation.

Functional and presentation currency

The functional currency of each Group entity is determined based on the primary economic
environment in which the entities operate. The consolidated financial statements are presented
in New Taiwan Dollar, which is the Company’s functional currency. All financial information
presented in New Taiwan Dollar has been rounded to the nearest thousand.

Basts of consolidation

(1)

Principle of preparation of the consolidated financial statements

The consolidated financial statements comprise the Company and subsidiaries. Subsidiaries are
entities controlled by the Group. The Group ‘controls’ an entity when it is exposed to, or has
rights to, variabie returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity.

The financial statements of subsidiaries are included in the consolidated financial statements
from the date on which control commences until the date on which control ceases. Intragroup
balances and transactions, and any unrealized income and expenses arising from Intragroup
transactions are eliminated in preparing the consolidated financial statements. The Group
attributes the profit or loss and each component of other comprehensive income to the owners
of the parent and to the non-controfling interests, even if this results in the non-controlling
interests having a deficit balance.

(Continued)
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Notes to the Consolidated Financial Statements

The Group prepares consolidated financial statements using uniform accounting policies for
like transactions and other events in similar circumstances. Changes in the Group’s ownership
interest in a subsidiary that do not result in a loss of contro] are accounted for as equity
transactions. Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received will be recognized directly in
equity, and the Group will attribute it to the owners of the parent.

List of subsidiaries in the consolidated financial statements.

Shareholding
December  December
Name of investor Name of subsidiary Principal activity 31, 2019 31,2018 Deseription
The Company TOP CITY INTERNATIONAL LIMITED  Investment 100 % 100 %
" CHENMING ELECTRONIC Import and export 100 % - % Notel
TECHNOLOGY USA, Inc. business of compuler
case
TOP CITY PEAK SHREWD INC. Investment 100 % 100 %
INTERNATIONAL
LIMITED
" GERSHWIN INTERNATIONAL LIMITED  Investment 100 % 100 %
GERSHWIN Dongguan Chenming Electronic Co., Ltd Computer case and 100 % 100 %
INTERNATIONAL production of relative
LIMITED components
PEAK SHREWD  CHENMING ELECTRONIC (NINGBO) Computer case and 2% 72% Nole2
INC, CO.,LTD production of relative
components

Note 1: The Subsidiary was incorporated in July 2019.
Note 2; The Company acquired 10% interest of CHENMING ELECTRONIC (MINBQ) CO., LTD in April 2019, resulting in its
ratio of shareholding to increase from 72% to 82%.

(d) Foreign currencies

€)

Foreign currency transaction

Transactions in foreign currencies are translated into the respective functional currencies of
Group entities at the exchange rates at the dates of the transactions. At the end of each
subsequent reporting period, monetary items denominated in foreign currencies are translated
into the functional currencies using the exchange rate at that date. Non-monetary items
denominated in foreign currencies that are measured at fair value are translated into the
functional currencies using the exchange rate at the date that the fair value was determined.
Nonmonetary items denominated in foreign currencies that are measured based on historical
cost are translated using the exchange rate at the date of the transaction.

Exchange differences are generally recognized in profit or loss, except for those differences
relating to the following, which are recognized in other comprehensive income:

1) An investment in equity securities designated as at fair value through other
comprehensive income;

2) A financial liability designated as a hedge of the net investment in a foreign operation to
the extent that the hedge is effective; or

3)  Qualifying cash flow hedges to the extent that the hedges are effective.

(Continued)
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(ii) Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on acquisition, are translated into the presentation currency at the exchange rates at the
reporting date. The income and expenses of foreign operations are translated into the
presentation currency at the average exchange rate. Exchange differences are recognized in
other comprehensive income.

When a foreign operation is disposed of such that control, significant influence, or joint
control is lost, the cumulative amount in the translation reserve related to that foreign operation
is reclassified to profit or loss as part of the gain or loss on disposal. When the Group disposes
of only part of its interest in a subsidiary that includes a foreign operation while retaining
control, the relevant proportion of the cumulative amount is reattributed to non-controlling
interests. When the Group disposes of only part of its investment in an associate or joint
venture that includes a foreign operation while retaining significant influence or joint control,
the relevant proportion of the cumulative amount is reclassified to profit or loss.

When the settlement of a monetary receivable from or payable to a foreign operation is neither
planned nor likely to occur in the foreseeable future, Exchange differences arising from such a
monetary item that are considered to form part of the net investment in the foreign operation
are recognized in other comprehensive income.

Classification of current and non-current assets and liabilities

An asset is classified as current under one of the following criteria, and all other assets are classified
as non-current.

(i) It expects to realize the asset, or intends to sell or consume it, in its normal operating cycle;
(i) It held the asset primarily for the purpose of trading;
(iii) It expects to realize the asset within twelve months after the reporting period; or

(iv) The asset is cash and cash equivalent unless the asset is restricted from being exchanged or
used to settle a liability for at least twelve months after the reporting period.

A liability is classified as current under one of the following criteria, and all other liabilities are
classified as non-current.

An entity shall classify a liability as current when:
(i) It expects to settle the liability in its normal operating cycle;
(ii) Itheld the liability primarily for the purpose of trading;

(iii) It is due to be settled within twelve months after the reporting period; or

(Continued)
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(iv) The Group does not have an unconditional right to defer settlement of the liability for at least
twelve months after the reporting period. Terms of a liability that could, at the option of the
counterparty, result in its settlement by the issue of equity instruments do not affect its
classification.

Cash and cash equivalents

Cash comprises cash on hand and demand deposits. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value. The time deposits which meet the above definition and are
held for the purpose of meeting short-term cash commitments rather than for investment or other
purposes are reclassified as cash equivalents.

Financial instruments

Trade receivables and debt securities issued are initially recognized when they are originated. All
other financial assets and financial liabilities are initially recognized when the Group becomes a
party to the contractual provisions of the instrument. A financial asset (unless it is a trade receivable
without a significant financing component) or financial liability is initially measured at fair value
plus, for an item not at fair value through profit or Joss (FVTPL), transaction costs that are directly
attributable to its acquisition or issue. A trade receivable without a significant financing component
is initially measured at the transaction price.

(i) Financial assets

All regular way purchases or sales of financial assets are recognized and derecognized on a
trade date basis.

On initial recognition, a financial asset is classified as measured at : amortized cost. Financial
assets are not reclassified subsequent to their initial recognition unless the Group changes its
business mode! for managing financial assets, in which case all affected financial assets are
reclassified on the first day of the first reporting period following the change in the business
model.

1)  Financial assets measured at amortized cost

A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated as at FVTPL:

it is held within a business model whose objective is to hold assets to collect
contractual cash flows; and

its contractual terms give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

These assets are subsequently measured at amortized cost, which is the amount at which
the financial asset is measure at initial recognition, plus/minus, the cumulative
amortization using the effective interest method, adjusted for any loss allowance. Interest
income, foreign exchange gains and losses, as well as impairment, are recognized in
profit or loss. Any gain or loss on derecognition is recognized in profit or loss.

(Continued)
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2}  Impairment of financial assets

The Group recognizes loss allowances for expected credit losses (ECL) on financial
assets measured at amortized cost (including cash and cash equivalents, amortized costs,
notes and trade receivables other receivables refundable deposit and other financial
assets).

The Group measures loss allowances at an amount equal to lifetime expected credit loss
(ECL), except for the following which are measured as 12-month ECL:

e debt securities that are determined to have low credit risk at the reporting date; and

e oiher debt securities and bank balances for which credit risk (i.e. the risk of default
occurring over the expected life of the financial instrument) has not increased
significantly since initial recognition.

Loss allowance for trade receivables and contract assets are always measured at an
amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECL, the Group considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis based on the Group’s
historical experience and informed credit assessment as well as forward-looking
information.

The Group considers a debt security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of ‘investment grade which is considered
to be BBB- or higher per Standard & Poor’s, Baa3 or higher per Moody®s or twA or
higher per Taiwan Ratings’.

Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 month after the reporting date (or a shorter period if the expected life of the
instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e. the difference between the cash flows due to
the Group in accordance with the contract and the cash flows that the Group expects to
receive). ECLs are discounted at the effective interest rate of the financial asset.

At each reporting date, the Group assesses whether financial assets carried at amortized
cost and debt seccurities at FVOCI are credit-impaired. A financial asset is
¢ credit-impaired” when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred. Evidence that a financial
assets is credit-impaired includes the following observable data:

{Continued)
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e significant financial difficulty of the borrower or issuer;
¢ a breach of contract such as a default or being more than 360 days past due;

s the lender of the borrower, for economic or contractual reasons relating to the
borrower's financial difficulty, having granted to the borrower a concession that the
lender would not otherwise consider;

e it is probable that the borrower will enter bankruptcy or other financial
reorganization; or

e the disappearance of an active market for a security because of financial difficulties.

Loss allowances for financial assets measured at amortized cost are deducted from the
gross carrying amount of the assets.

The gross carrying amount of a financial asset is written off when the Group has no
reasonable expectations of recovering a financial asset in its entirety or a portion thereof.
For corporate customers, the Group individually makes an assessment with respect to the
timing and amount of write-off based on whether there is a reasonable expectation of
recovery. The Group expects no significant recovery from the amount written off.
However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Group’s procedures for recovery of amounts due.

Derecognition of financial assets

The Group derecognizes a financial assets when the contractual rights to the cash flows
from the assets expire, or it transfers the rights to receive the contractual cash flows in a
transaction in which substantially all of the risks and rewards of ownership of the
financial asset are transferred or in which the Group neither transfers nor retains
substantially all of the risks and rewards of ownership and it does not retain control of
the financial asset.

The Group enters into transactions whereby it transfers assets recognized in its statement
of balance sheet, but retains either all or substantially all of the risks and rewards of the
transferred assets. In these cases, the transferred assets are not derecognized.

(ii) Financial liabilities and equity instruments

1)

2)

Classification of debt or equity

Debt and equity instruments issued by the Group are classified as financial liabilities or
equity in accordance with the substance of the confractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instrument

An equity instrument is any contract that evidences residual interest in the assets of an
entity after deducting all of its liabilities. Equity instruments issued are recognized as the
amount of consideration received, less the direct cost of issuing.

(Continued)
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3)  Treasury shares

When shares recognized as equity are repurchased, the amount of the consideration paid,
which includes directly attributable costs, is recognized as a deduction from equity.
Repurchased shares are classified as treasury shares. When treasury shares are sold or
reissued subsequently, the amount received is recognized as an increase in equity, and
the resulting surplus or deficit on the transaction is recognized in capital surplus or
retained earnings (if the capital suplus is not sufficient to be written down).

4}  Financial liabilities

Financial liabilities are classified as measured at amortized cost, which are subsequently
measured at amortized cost using the effective interest method. Interest expense and
foreign exchange gains and Josses are recognized in profit or loss. Any gain or loss on
derecognition is also recognized in profit or loss.

5)  Derecognition of financial liabilities

The Group derecognizes a financial liability when its contractual obligations are
discharged or cancelled, or expire. The Group also derecognizes a financial liability
when its terms are modified and the cash flows of the modified liability are substantially
different, in which case a new financial liability based on the modified terms is
recognized at fair value.

On derecognition of a financial liability, the difference between the carrying amount of a
financial liability extinguished and the consideration paid (including any non-cash assets
transferred or liabilities assumed) is recognized in profit or loss.

6) Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount presented in the
statement of balance sheet when, and only when, the Group currently has a legally
enforceable right to set off the amounts and it intends either to settle them on a net basis
or to realize the asset and settle the liability simultaneously.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
calculated using the weighted average method, and includes expenditure incurred in acquiring the
inventories, production or conversion costs, and other costs incurred in bringing them to their
present location and condition. In the case of manufactured inventories and work in progress, cost
includes an appropriate share of production overheads based on normal operating capacity.

Net realizable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Investment property

Investment property is property held either to earn rental income or for capital appreciation or for
both, but not for sale in the ordinary course of business, use in the production or supply of goods or
services, or for administrative purposes. Investment property is measured at cost on initial
recognition, and subsequently at cost, less accumulated depreciation and accumulated impairment

(Continued)
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losses. Depreciation expense is calculated based on the depreciation method, useful life, and residual
value which are the same as those adopted for property, plant and equipment.

Any gain or loss on disposal of an investment property (calculated as the difference between the net
proceeds from disposal and the carrying amount) is recognized in profit or loss.

Rental income from investment property is recognized as other revenue on a straight-line basis over
the term of the lease. Lease incentives granted are recognized as an integral part of the total rental
income, over the term of the lease.

Property, plant and equipment

(i)

(i)

Gii)

Recognition and measurement

Items of property, plant and equipment are measured at cost, which includes capitalized
borrowing costs, less accumulated depreciation and any accumulated impairment losses.

If significant parts of an item of property, plant and equipment have different useful lives, they
are accounted for as separate items (major components) of property, plant and equipment.

Any gain or loss on disposal of an item of property, plant and equipment is recognized in profit
or loss.

Subsequent expenditure

Subsequent expenditure is capitalized only if it is probable that the future economic benefits
associated with the expenditure will flow to the Group.

Depreciation

Depreciation is calculated on the cost of an asset less its residual value and is recognized in
profit or loss on a straightline basis over the estimated useful lives of each component of an
item of property, plant and equipment.

Land is not depreciated.

The estimated useful lives of property, plant and equipment for current and comparative
periods are as follows:

1)  Buildings: 4 ~ 51 years
2)  Machinery: 1 ~ 4 years
3)  Other equipment: 1 ~11 years

4) Building and equipment constitutes mainly building, mechanical and electrical power
equipment and its related facilities. Each such part depreciates based on its useful life.

Depreciation methods, useful lives and residuval values are reviewed at each reporting date and
adjusted if appropriate.

(Continued)
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Leases

Applicable from January 1, 2019

()

(i)

Identifying a lease

At the inception of a contract, the Group assesses whether a contract is, or contains, a lease. A
contract is, or contains, a lease if the contract conveys the right to control the use of an
identified asset for a period of time in exchange for consideration. To assess whether a contract
conveys the right to contrel the use of an identified asset, the Group assesses whether:

1)  the contract involves the use of an identified asset — this may be specified explicitly or
implicitly, and should be physically distinct or represent substantially all of the capacity

of a physically distinct asset. If the supplier has a substantive substitution right, then the
asset is not identified; and

2)  the customer has the right to obtain substantially all of the economic benefits from use of
the asset throughout the period of use; and

3) the customer has the right to direct the use of the asset throughout the period of use only
if either:

e  the customer has the right to direct how and for what purpose the asset is used
throughout the period of use; or

e the relevant decisions about how and for what purpose the asset is used are
predetermined and:

— the customer has the right to operate the asset throughout the period of use,
without the supplier having the right to change those operating instructions;
or

—  the customer designed the asset in a way that predetermines how and for what
purpose it will be used throughout the period of use.

At the inception or on reassessment of a contract that contains a lease component, the Group
allocates the consideration in the contract to each lease component on the basis of their relative
stand-alone prices.

As a leasee

The Group recognizes a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured at cost, which is comprised of the initial amount of
the lease liability adjusted for any lease payments made at or before the commencement date,
plus any initial direct costs incurred and an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it is located, less any
lease incentives received.

(Continued)



22

CHENMING ELECTR_ONIC TECHNOLOGY CORP. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-use asset or the
end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment
losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or, if
that rate cannot be reliably determined, the Group’s incremental borrowing rate. Generally, the
Group uses its incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability are comprised of the
following:

—  fixed payment, including in-substance fixed payments;

—  variable lease payments that depend on an index or a rate, initially measured using the
index or rate as at the commencement date;

—  amounts expected to be payable under a residual value guarantee; and
—  payments for purchase or termination options that are reasonably certain to be exercised.

The lease liability is measured at amortized cost using the effective interest method. 1t is
remeasured when:

—  there is a change in future lease payments arising from the change in an index or rate; or

—  there is a change in the Group’s estimate of the amount expected to be payable under a
residual value guarantee; or

—  there is a change in the lease term resulting from a change of its assessment on whether it
will exercise an option to purchase the underlying asset, or

— there is a change of its assessment on whether it will exercise a extension or termination
option; or

— there is any lease modifications

When the lease liability is remeasured, other than lease modifications, a corresponding
adjustment is made to the carrying amount of the right-of-use asset, or in profit and loss if the
carrying amount of the right-of-use asset has been reduced to 0.

When the lease liability is remeasured to reflect the partial or full termination of the lease for
lease modifications that decrease the scope of the lease, the Group accounts for the
remeasurement of the lease liability by decreasing the carrying amount of the right-of-use asset
to reflect the partial or full termination of the lease, and recognize in profit or loss any gain or
loss relating to the partial or full termination of the lease.

The Group presents right-of-use assets that do not meet the definition of investment and lease
liabilities as a separate line item respectively in the statement of financial position.

{Continued)
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The Group has elected not to recognize right-of-use assets and lease liabilities for short-term
leases of office equipment and others that have a lease term of 12 months or less and leases of
low-value assets. The Group recognizes the lease payments associated with these leases as an
expense on a straight-line basis over the lease term,

As a leasor

When the Group acts as a lessor, it determines at lease commencement whether each lease is a
finance lease or an operating lease. To classify cach lease, the Group makes an overall
assessment of whether the lease transfers to the lessee substantially all of the risks and rewards
of ownership incidental to ownership of the underlying asset. If this is the case, then the lease
is a finance lease; if not, then the lease is an operating lease. As part of this assessment, the
Group considers certain indicators, such as whether the lease is for the majority of the
economic life of the asset.

Applicable before January 1, 2019

(iv)

v

Lessor

Lease income from an operating lease is recognized in income on a straight-line basis over the
lease term. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognized as an expense over the lease
term on the same basis as the lease income. Incentives granted to the lessee to enter into the
operating lease are spread over the lease term on a straight-line basis so that the lease income
received is reduced accordingly.

Contingent rents are recognized as income in the period when the lease adjustments are
confirmed.

Lessee

Payments made under operating lease (excluding insurance and maintenance expenses) are
recognized in profit or loss on a straight line basis over the term of the lease. Lease incentives
received are recognized as an integral part of the total lease expense, over the term of the lease.

Contingent rent is recognized as expense in the period in which it is incurred.

(I) Intangible assets

@)

Recognition and measurement
Expenditure on research activities is recognized in profit or loss as incurred.

Development expenditure is capitalized only if the expenditure can be measured reliably, the
product or process is technically and commercially feasible, future economic benefits are
probable and the Group intends to, and has sufficient resources to, complete development and
to use or sell the asset. Otherwise, it is recognized in profit or loss as incurred. Subsequent to
initial recognition, development expenditure is measured at cost, less accumulated
amortization and any accumulated impairment losses.

(Continued)
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Other intangible assets, including computer softwares, that are acquired by the Group and have
finite useful lives are measured at cost less accumulated amortization and any accumulated
impairment losses.

(if) Subsequent Expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure
on internally generated goodwill and brands, is recognized in profit or loss as incurred.

(iii) Ameortization

Amortization is calculated over the cost of the asset, less its residual value, and is recognized
in profit or loss on a straight-line basis over the estimated useful lives of intangible assets from
the date that they are available for use.

The estimated useful lives for current and comparative periods are as follows:
1}  Computer software : 1~4 years

Amortization methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

(m) Impairment of non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other
than inventories, deferred tax assets) to determine whether there is any indication of impairment. If
any such indication exists, then the asset’s recoverable amount is estimated. Goodwill is tested
annually for impairment.

For impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or
CGUs. Goodwill arising from a business combination is allocated to CGUs or groups of CGUs that
are expected to benefit from the synergies of the combination.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs to sell. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable
amount.

Impairment losses are recognized in profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other
assets in the CGU on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortization, if no impairment loss had been
recognized.

(Continued)
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{n) Revenue

(M)

(i)

Revenue from contracts with customers

Revenue is measured based on the consideration to which the Group expects to be entitled in
exchange for transferring goods or services to a customer., The Group recognizes revenue when
it satisfies a performance obligation by transferring control of a good or a service to a
customer. The accounting policies for the Group’s main types of revenue are explained below.

The Group manufactures computer cases and mobile devices and sells it to customers. The
Group recognizes revenue when control of the products has transferred, being when the
products are delivered to the customer, the customer has full discretion over the channel and
price to sell the products, and there is no unfulfilled obligation that could affect the customer’s
acceptance of the products. Delivery occurs when the products have been shipped to the
specific location, the risks of obsolescence and loss have been transferred to the customer, and
either the customer has accepted the products in accordance with the sales contract, the
acceptance provisions have lapsed, or the Group has objective evidence that all criteria for
acceptance have been satisfied.

A receivable is recognized when the goods are delivered as this is the point in time that the
Group has a right to an amount of consideration that is unconditional.

Financing components

The Group does not expect to have any contracts where the period between the transfer of the
promised goods or services to the customer and payment by the customer exceeds one year. As
a consequence, the Group does not adjust any of the transaction prices for the time value of
money.

(0} Employee benefits

()

(i)

Defined contribution plans

Obligations for contributions to defined contribution plans are expensed as the related service
is provided. Prepaid contributions are recognized as an asset to the extent that a cash refund or
a reduction in future payments is available.

Defined benefit plans

The Group’s net obligation in respect of defined benefit plans is calculated separately for each
the plan by estimating the amount of future benefit that employees have earned in the current
and prior periods, discounting that amount and deducting the fair value of any plan assets.

The calcuiation of defined benefit obligations is performed annually by a qualified actuary
using the projected unit credit method. When the caiculation results in a potential asset for the
Group, the recognized asset is limited to the present value of economic benefits available in the
form of any future refunds from the plan or reductions in future contributions to the plan. To
calculate the present value of economic benefits, consideration is given to any applicable
minimum funding requirements.

(Continued)
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Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses,
the return on plan assets (excluding interest) and the effect of the asset ceiling (if any,
excluding interest), are recognized immedjately in other comprehensive income, and
accumulated in retained earnings within equity. The Group determines the net interest expense
(income) on the net defined benefit liability (asset) for the period by applying the discount rate
used to measure the defined benefit obligation at the beginning of the annual period to the
then-net defined benefit liability (asset). Net interest expense and other expenses related fo
defined benefit plans are recognized in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in
benefit that relates to past service or the gain or loss on curtailment is recognized immediately
in profit or loss. The Group recognizes gains and losses on the settiement of a defined benefit
plan when the settlement occurs.

(iii) Termination benefits

Termination benefits are expensed at the earlier of when the Group can no longer withdraw the
offer of those benefits and when the Group recognizes costs for a restructuring. If benefits are
not expected to be settled wholly within 12 months of the reporting date, then they are
discounted.

(iv) Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is
recognized for the amount expected to be paid if the Group has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the
obligation can be estimated reliably.

Income taxes

Income taxes comprise current taxes and deferred taxes. Except for expenses related to business
combinations or recognized directly in equity or other comprehensive income, all current and
deferred taxes shall be recognized in profit or loss.

Current taxes comprise the expected tax payables or receivables on the taxable profits (losses) for
the year and any adjustment to the tax payable or receivable in respect of previous years. The
amount of current tax payables or receivables are the best estimate of the tax amount expected to be
paid or received that reflects uncertainty related to income taxes, if any. It is measured using tax
rates enacted or substantively enacted at the reporting date.

Deferred taxes arise due to temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their respective tax bases. Deferred taxes shall not be
recognized for the following exceptions:

(i) temporary differences on the initial recognition of assets and liabilities in a transaction that is
not a business combination and that affects neither accounting nor taxable profits (losses) at
the time of the transaction;

(ii) temporary differences related to investments in subsidiaries, associates and joint arrangements
to the extent that the Group is able to control the timing of the reversal of the temporary
differences and it is probable that they will not reverse in the foreseeable future; and

(Continued)
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(iii) taxable temporary differences arising on the initial recognition of goodwill.

Deferred taxes are measured at tax rates that are expected to be applied to temporary differences
when they reserve, using tax rates enacted or substantively enacted at the reporting date, and reflect
uncertainty related to income taxes, if any.

Deferred tax assets and liabilities are offset if the following criteria are met:

(i) the Group has a legally enforceable right to set off currenttax assets against current tax
liabilities; and

(if) the deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same
taxation authority on either:

1)  the same taxable entity; or

2)  different taxable entities which intend to settle current tax assets and liabilities on a net
basis, or to realize the assets and liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

Deferred tax assets are recognized for the carry forward of unused tax losses, unused tax credits, and
deductible temporary diffetences to the extent that it is probable that future taxable profits will be
available against which they can be utilized. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefits will be
realized; such reductions are reversed when the probability of future taxable profits improves.

Earnings per share

The Group discloses the basic and diluted earnings per share attributable to ordinary equity holders
of the Company. Basic earnings per share is calculated as the profit atfributable to ordinary
shareholders of the Company divided by the weighted average number of ordinary shares
outstanding. Diluted earnings per share is calculated as the profit attributable to ordinary
shareholders of the Company divided by the weighted average number of ordinary shares
outstanding after adjustment for the effects of all dilutive potential ordinary shares, such as
convertible bonds and empioyee compensation.

Operating segments

An operating segment is a component of the Group that engages in business activities from which it
may incur revenues and incur expenses (including revenues and expenses relating to transactions
with other components of the Group). Operating results of the operating segment are regularly
reviewed by the Group's chief operating decision maker to make decisions about resources to be
allocated to the segment and assess its performance. Each operating segment consists of standalone
financial information.

{Continued)
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(5) Significant accounting assumptions and judgments, and major sources of estimation uncertainty

The preparation of the consolidated financial statements in conformity with the Regulations and the IFRSs
endorsed by the FSC requires management to make judgments, estimates and assumptions that affect the
application of the accounting policies and the reported amount of assets, liabilities, income and expenses.

Actual results may differ from these estimates.

The management continued to monitor the accounting estimates and assumptions the management
recognized the changes in the accounting estimates during the period and the impact of those changes in
accounting estimates in the following period.

There are no critical judgments in applying the accounting policies that have significant effects on the
amounts recognized in the consolidated financial statements.

Besides, for those uncertainties due to accounting assumptions and estimations, information about the
significant risk of resulting in a material adjustment within the next financial year is stated below:

Inventory valuation

As inventories are stated at the lower of cost or net realizable value, the net realizable value of the
inventory is mainly determined based on assumptions as to foture sales price. Due to the industry and
market transformation, there may be changes in the net realizable value of inventories. Please refer to note
6(c) for further description of the valuation of inventories.

(6) Explanation of significant accounts

Except for the following disclosures, there is no significant difference as compared with those disclosed in
the consolidated financial statements for the year ended December 31, 2018. Please refer to note (6) of the

2018 annual consolidated financial statements.

(a) Cash and cash equivalents

December December
31, 2019 31, 2018
Cash on hand $ 50 1,104
Checking accounts and demand deposits 348,561 419.910
$ 348.611 421,014

Please refer to note(6)(r) for the interest rate risk and sensitivity analysis of the financial assets and
liabilities of the Group.

(b) Trade receivables

December December
31, 2019 31,2018
Trade receivables $ 2,053,607 1,975,622
Less: Loss allowance (513) (2,290)
Trade receivables, net $__ 2,053,094 1,973.332

(Continued)
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The Group applies the simplified approach to provide for its expected credit losses, i.e., the use of
lifetime expected loss provision for all receivables. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk characteristics and number of days past
due, as well as incorporated forward looking information, including macroeconomic and relevant
industry information. The loss allowance provision were determined as follows:

December 31, 2019
Weighted- Allowance
average lifetime
Gross carrying  expected credit expected
amount loss rate credit loss
Current $ 2,035,354 0.02% 455
1 to 30 days past due 17,417 0.16% 28
31 to 150 days past due 836 3.59% 30
3 2,053.607 513
December 31, 2018
Weighted- Allowance
_ average lifetime
Gross carrying  expected credit expected
amount loss rate credit loss
Current h 1,947,758 0.03% 677
1 to 30 days past due 20,140 0.28% 57
31 to 150 days past due 5,573 1.96% 109
151 to 360 days past due 2,151 67.27% 1,447
$ 1,.975.622 2,290

The movement in the allowance for trade receivables were as follows:

2019 2018
Balance on January 1 $ 2,290 21,678
Impairment losses recognized (reversed) (1,764) 1,310
Amounts written off - (20,669)
Foreign exchange gains / (losses) 13) (29)
Balance on December 31 $ 513 2,290

As of December 31, 2019 and 2018, the Group did not pledge any receivables as collateral.

Inventories
December December
31, 2019 31,2018
Raw materials 3 270,294 271,178
Work in progress 273,932 320,424
Finished goods and merchandise inventories 429.569 415,047

$ 973,795 1,006,649

(Continned)
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The Group’s composition details of operating cost for the years ended December 31, 2019 and 2013
were as follows:

2019 2018
Cost of goods sold $ 5,349,440 5,578,205
Revenue from sale of scraps (62,402) (55,518)
Inventories valuation and obsolescence losses (reversed) 19,307 5,199
Loss on scrapping of inventories 157,381 186,143
Shortage (overage) of inventories 69 230

$__5463,795 5,714,259

As of December 31, 2019 and 2018, the Group did not pledge any inventories as collateral.
Changes in a parent's ownership interest in a subsidiary

Considering its future development strategy, the Company decided on March 18, 2019 to purchase
10% shares of CHENMING ELECTRONIC (NINGBO) CO., LTD amounting to $66,572
(US$2,160) from CHENMING (H.K.) CORPORATION LIMITED, through its subsidiary “PEAK
SHREWD INC.” ,a fully owned subsidiary of the Group. The contract was signed on March 2019,
and the related transfer procedures had been completed in April 2019. The Group further increased
its shares in CHENMING ELECTRONIC (NINGBO) CO., L.TD from 72% to 82%. As of December
31, 2019, the Group still has the remaining balance of $25,783, which was recognized as other
payable-related parties.

Property, plant, and equipment

The cost and accumulated depreciation of the property, plant, and equlpment of the Group for the
years ended December 31, 2019 and 2018 were as follows:

Machinery Office

and equipment
Land Properties equipment and others Total
Cost:
Balance on January 1, 2419 5 210,897 783,604 534,195 121,264 1,649,960
Additions - - 59,028 7,034 66,062
Disposal - - (77,357) (35,921) (113,278)
Reclassifications - - 3,668 - 3,668
Effect of changes in exchange rates - (7.135) (6,723) (329 {14,187)
Balance on December 31, 2019 $ 210,897 776,469 512,811 92,048 1,592.225
Balance on January 1, 2018 3 210,897 785,401 453,851 136,815 1,586,964
Additions - - 219,225 19,747 238,972
Disposal - 2,177 (160,909) (35,114) (193,846)
Reclassifications - - 25,092 - 25,092
Effect of changes in exchange rates - (3.974) (3.064) (189 (7,222)
Balance on December 31, 2018 5 210,897 783.604 534,195 121,264 1,649,960

(Continued)
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Machinery Office
and equipment
Land Properties equipment  and others Total

Depreciation:

Balance on January 1, 2019 5 - 227,436 213,198 71,664 512,298

Depreciation - 34,791 158,185 35,292 228,268

Disposal - - (77,255) (35,920) (113,175)

Effect of changes in exchange rates - (1.869) (3.063) (156} (5.,088)

Balance on December 31,2019  § - 260,358 291,065 70.880 622,303

Balance on January 1, 2018 b - 190,910 199,111 68,415 458,436

Depreciation - 35,045 173,462 37,862 246,369

Disposal - 2,178 (158,518) (34,543) {190,883)

Effect of changes in exchange rates - (697) (857 (70) (1.624)

Balance on December 31,2018  § - 227,436 213,198 71,664 512,298
Book value:

Balance on December 31, 2019 $ 210,897 516,111 221.746 21,168 969,922

Balance on December 31,2018 ) 210.897 556,168 320,997 49.600 1,137,662

The Group bought land leasehold right and buildings from its related parties in July 2007. Since
there was only a part of the contract that had yet to be realized, the related parties agreed that the
Group need not have to pay for the remaining amount in December, 2013. As of December 31, 2019,
the transferring of the deed has not yet been completed. However, the land leasehold and buiidings
mentioned above were already deemed as properties of the Group according to the contract.

As of December 31, 2019 and 2018 the Group had provided parts of the property, plant, and
equipment as collateral for its long-term loans and credit lines. Please refer to note (8) for details.

Right-of-use assets

The Group leases many assets including land and properties, machinery and transportation.

Information about leases for which the Group as a lessee was presented below:

Cost:

Balance on January 1, 2019
Effects of retrospective application

Additions
Write-off’

Effect of changes in exchange rates
Balance on December 31, 2019

Accumulated depreciation and impairment

losses:

Balance on Januvary 1, 2019

Depreciation

Effect of changes in exchange rates
Balance on December 31, 2019

Book value:

Balance on December 31, 2019

Land Properties - Transportation others Total
$ - - - - -
247,063 2,036 7,742 1,75% 258,600
- - 4,043 1,455 5,498
- (48) - (738) (786)
(3.567) (74) - - (3.641)
$_ 243496 1,914 11,785 2,476 259,671
$ - - - - -
9,845 1,988 3,608 703 16,144
{142) {74) - - (216)
$ 9,703 1,914 3,608 703 15,928
$__ 233,793 - 8,177 1,773 243,743
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The Group leases rights-of-use of land, transportation, and warehouses under an operating lease for
the years ended December 31, 2018, please refer to note (6)(k).

(g) Investment property

The details of investment property of the Group were as follows:

Land Properties Total
Cost
Balance on January 1, 2019 (Same balance
as December 31, 2017) $ 152,640 63.116 215,756
Balance on January 1, 2018 (Same balance
as December 31, 2018) $ 152.640 63,116 215,756
Depreciation
Balance on January 1, 2019 $ - 16,883 16,883
Depreciation - 1.237 1.237
Balance on December 31, 2019 b - 18,120 18,120
Balance on January 1, 2018 $ - 15,645 15,645
Depreciation - 1.238 1.238
Balance on December 31, 2018 $ - 16,883 16,883
Book Value
Balance on December 31, 2019 $ 152,640 44,996 197,636
Balance on December 31, 2018 $ 152,649 46,233 198.873
Fair Value
Balance on December 31, 2019 5 547,048
Balance on December 31, 2018 h) 492.663

The Group classify non-operating assets into investment properties, and investment properties was
evaluated by market value.

Please refer to note (8) for information on investment properties pledged as collateral as of
December 31, 2019 and 2018.

(h) Short-term loans

The short-term loans were summarized as follows:

December December
31,2019 31,2018
Credit loans $ 230,000 360,000
Secured loans 160.000 10,000
3 390,000 370,000
Unused credit line for shori-term loans 3 621,552 485,156
Annual interest rates (Taiwan) 1.0%~1.3% _ 1.0%~1.5%

(Continued)
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(i} For information on interest rate and liquidity risk exposure, please refer to note (6)(r).

(i1) As of December 31, 2019 and 2018, the Group provided phrt of its assets as collateral for
short-term loans, please refer to note (8) for details.

Long-term loans

The long-term loans were summarized as follows:

December 31, 2019
Range of
Currency interest rates Expiration Amount
Secured bank loans NTD 1.0%~1.5% 2023~2025 § 306,000
Current A -
Non-current 306.000
Total $ 306.000
Unused long-term credit lines A} 130.000
December 31, 2018
Range of
Currency interest rates Expiration Amount
Secured bank loans NTD 1.0%~1.5% 2020~2025 § 282.000
Current $ -
Non-current 282.000
Total $_ 282.000
Unused long-term credit lines $ 170,000

(i) The main management are the guarantor of long-terin loan, please refer to note (7).
(ii} The information of interest rate and liquidity risk exposure can refer to note (6)(r).

(iii) The Group provided part of its assets as collateral for long-term loans. Please refer to note (8)
for details.

Lease liabilities

December 31,

2019
Current $ 4,382
Non-current ' $ 5,693

For the maturity analysis, please refer to note (6)(r).

(Continued)
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The amounts recognized in profit or loss were as follows:

2019
Interest on lease liabilities $ 416
Variable lease payments not included in the measurement of lease liabilities

$ 1.424
Expenses relating to short-term leases $ 452

Expense relating to leases of low-value assets,
excluding short-term leases of low-value assets b 71

The amounts recognized in the statement of cash flows for the Group were as follows:

2019
Total cash outflow for leases $ 8.533

(i) Real estate leases
The Group leases right-of-use of land, with lease terms of 40~45 years.
(ii) Other leases

The Group leases warehouses and other equipment, with contract terms of 1~3 years. These
leases are short-term and/or leases of low-value items. The Group has applied the exemption
and elected not to recognize right-of-use assets and lease liabilities for these leases.

Operating lease
(i) Leases as lessee

1)  Non-canceliable operating lease rentals payable were as follow:

December
31,2018
Less than one year $ 6.912
Between one and five years 5,756
More than five years 608

$ 13,276

The Group leases a number of cars and warehouse under operating leases. The leases
typically run for a period of 1 to 5 years, with an option to renew the lease after that date.

2) The book value of land leasehold right, case-processing factory located at NO.442
ZhenAN Middle Road Chang AN Town DongGuan City Guangdong, China, were as

follows.
December
31,2018 Lease period
Acquired in July, 2001 125,811 2001.07~2046.07
Acquired in October, 2007 $ 25,728 2007.10~2046.07

s__151:539
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3}  Due to the business combination, the Group acquisited the land leasehold rights, case-
processing factory located at Ningbo City, China. The land leasehold rights recorded as
long-term prepaid rents. The details were as follows:

December
31,2018 Lease period
Acquired from merge in March, 2016  § 95,524 2001.12~2044.5

4)  The operating lease expense amounted to $9,910 for the year ended December 31, 2018.
Leases as lessor

The Group leases out its investment property and some machineries. The Group has classified
these leases as operating leases, because it does not transfer substantially all of the risks and
rewards incidental to the ownership of the assets. Please refer to note (6)(g) sets out
information about the operating leases of investment property.

A maturity analysis of lease payments, showing the undiscounted lease payments to be
received after the reporting date are as follows:

December 31,

2019
Less than one vear $ 15,552
Between two and five years 6.984
$ 22,536

The Group leases out its investment properties. The future minimum lease payments under
non-cancellable leases are as follows:

December 31,
2018
Less than one year k3 14,707
Between two and five years 21,516

§ 36223

The lease revenue from investment property and others were $15,658 and $16,316 in 2019 and
2018, respectively. Moreover, the relative depreciation expense were $1,237 and $1,238,
respectively.

The right-of-use of land was reclassified as right-of-use assets at Januvary 1, 2019 due to the
adoption of IFRS 16. Please refer to note (6)(f).
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()  Employee benefits
(i) Defined benefit plans

Reconciliation of defined benefit obligation at present value and plan asset at fair value are as

follows:
December 31, December 31,
2019 2018
Present value of defined benefit obligations 3 36,746 33,422
Fair value of plan assets (59.492) (56.826)
Net defined benefit liabilities (assets) s (22.746) (23.404)

The Group makes defined benefit plan contributions to the pension fund account at Bank of
Taiwan that provides pensions for employees upon retirement. Plans (covered by the Labor
Standards Law) entitle a retired employee to receive retirement benefits based on years of
service and average monthly salary for the six months prior to retirement.

1)  Composition of plan assets

The Group allocates pension funds in accordance with the Regulations for Revenues,
Expenditures, Safeguard and Utilization of the Labor Retirement Fund, and such funds
are managed by the Bureau of Labor Funds, Ministry of Labor. With regard to the
utilization of the funds, minimum earnings shall be no less than the earnings attainable
from two-year time deposits with interest rates offered by the local banks.

The Group® s Bank of Taiwan labor pension reserve account balance amounted to
$59,492 as of December 31, 2019. For information on the utilization of the labor pension
fund assets including the asset allocation and yield of the fund, please refer to the
website of the Bureau of Labor Funds, Ministry of Labor.

2)  Movements in present value of the defined benefit obligations

The movements in present value of defined benefit obligations for the Group were as

follows:
2019 2018

Defined benefit obligation at January 1 $ 33,422 36,082
Current service costs and interest costs 459 631
Remeasurements in net defined benefit liability

(assets) 2,865 3,099
Benefits paid - (6.390)
Defined benefit obligation at December 31 S 36,746 33,422
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3) Movements of defined benefit plan assets

The movements in the present value of the defined benefit plan assets for the Group were

as follows:
2019 2018

Fair value of plan assets at January 1 $ (56,826) (60,782)
Expected return on plan assets (781) (1,064)
Remeasurement in net defined benefit liability

{assets) (1,885) (1,370)
Benefits paid : - 6.390
Fair value of plan assets at December 31 $ (59,492) (56.,826)
Actual return on plan assets b {2,666) (2,434)

4)  Expenses recognized in profit or loss

The expenses recognized in profit or ioss for the Group were as follows:

2019 2018
Interest costs $ 459 631
Expected rate of return on plan assets (781) (1.064)
(322) (433)
Administrative expense s (322) (433)

5)  Remeasurement of net defined benefit liability (asset) recognized in other comprehensive
income

The Group’s remeasurement of net defined benefit liability (assets) recognized in other
comprehensive income for the years ended December 31, 2019 and 2018 were as

follows:

2019 2018
Accumulated amount at January 1 $ 7,422 5,693
Recognized during the period 980 1.729
Accumulated amount at December 31 $ 8,402 7,422

6) Actuarial assumptions

The principal actuarial assumptions at the reporting date were as follows:

December 31, December 31,
2019 2018
Discount rate 1.125 % 1.375 %
Future salary increase rate 1.0 % 1.00 %
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The discount rate was based on the life of the related obligation, and was used as a
reference to the return rate on bonds issued by the government, which was declared by
GreTai Securities Market.

The department of labor from Taipei City Government has approved the Group to
suspend the contribution of pension in 2019 and 2018.

The expected allocation payment made by the Group to the defined benefit plans for the
one year period after the reporting date is $0.

The weighted-average duration of the deﬁned benefit obligation is 15.83 years
7)  Sensitivity Analysis

If the actuarial assumptions had changed, the impact on the present value of the defined
benefit obligation shall be as follows:

Influences of defined benefit obligation
Increased 0.25% Decreased0.25%

December 31, 2019
Discount rate 3 (1,283) 1,339
Future salary increasing rate 1,322 (1,266)

December 31, 2018
Discount rate $ (1,238) 1,284

Future salary increasing rate 1,270 (1.230)

Reasonably possible changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions remain constant, would have affected the
defined benefit obligation by the amounts shown above. The method used in the
sensitivity analysis is consistent with the calculation of pension liabilities in the balance
sheets.

There is no change in the method and assumptions used in the preparation of sensitivity
analysis for both periods.

(i) Defined contribution plans

The Company allocates 6% of each employee’s monthly wages to the labor pension personal
account at the Bureau of Labor Insurance in accordance with the provisions of the Labor
Pension Act. Under these defined contribution plan, the Company allocates a fixed amount to
the Bureau of Labor Insurance without additional legal or constructive obligations.

The Company recognized the penéion costs under the defined contribution method amounting
to $3,675 and $3,561 for the years ended December 31, 2019 and 2018, respectively.

{Continued)
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The basic endowment insurance expenses of other subsidiaries included in the compilation of

consolidated financial statements amounted to $77,050 and $81,604 for the years ended
December 31, 2019 and 2018, respectively.

(m) Income taxes

®

(i)

(iii)

The amount of income tax for 2019 and 2018 was as follows:

2019 2018
Current tax expense
Current period $ 57,649 26,641
Undistributed earnings additional tax 1,733 10,524
Adjustment for prior period (584) (D
58.798 37,158
Deferred tax expense (income)
Origination and reversal of temporary differences (3.36T) 3,500
Change in unrecognized deductible temporary
differences - 104
(3.367) 3.604
Income tax expenses S 55,431 40,762

The amount of income tax recognized in other comprehensive income for 2019 and 2018 was
as follows:

2019 2018

ltems that may not be reclassified subsequently to
profit or loss

Remeasurement from defined benefit plan $ (196) (357)

Reconciliation of income tax and profit before tax for 2019 and 2018 is as follows:

2019 2018

Profit excluding income tax $ 212,439 185.267
Income tax using the Company’s domestic tax rate 72,166 30,163
Adjustment in tax rate - 104
Under (over) provision in prior periods (584) )
Undistributed earnings additional tax 1,733 10,524
Others (17.884) (22)

h) 55,431 40,762,
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(iv) Deferred tax assets and liabilities
1)  Unrecognized deferred tax liabilities

The consolidated entity is able to control the timing of the reversal of the temporary
differences associated with investments in subsidiaries as at December 31, 2019 and
2018. Also, management considered it probable that the temporary differences will not
reverse in the foreseeable future. Hence, such temporary differences are not recognized
under deferred tax liabilities. Details were as follows:

December 31, December 31,
2019 2018

Unrecognized deferred tax liabilities (asset) related
to investments in subsidiaries $ 28,400 10,527

2)  Unrecognized deferred tax assets
Details of unrecognized deferred tax assets as follow:

December 31, December 31,
2019 2018

Unrecognized tax losses b 3,357 16,612

According to the Income Tax Act, the loss in the previous five years can be compensated
by using the profits incurred by the Company in the current year; and the income tax
shall be evaluated by using the net amount. Dongguan CHENMING Electronic Co., Ltd
did not have sufficient taxable profit to cover for its temporary differences, therefore, it
cannot be classified to deferred tax assets.

As of December 31, 2019, tax loss from unrecognized deferred tax asset in Dongguan
CHENMING Electronic Co., Ltd.:

Unused Expiration date
Year of loss tax loss of the deficit
2018 (Declared) b 13.426 2023

3) Recognized deferred tax assets and liabilities

Defined
benefit plans QOthers Total

Deferred tax liabilities:

Balance on January 1, 2019 $ 5,122 (60) 5,062
Recognized in (profit) or loss 65 - 65
Recognized in other comprehensive income (196) - (196)
Balance on December 31, 2019 b 4,991 (1)) 4,931
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Defined
benefit plans Others Total
Balance on January 1, 2018 $ 4,554 (60) 4.494
Recognized in (profit) or loss 925 - 925
Recognized in other comprehensive income (357) - (357)
Balance on December 31, 2018 $ 5,122 (60) 5,062
Defined
benefit plans Others Total
Deferred tax assets:
Balance on January 1, 2019 b - 1,418 1,418
Recognized in profit or (loss) - 3.432 3.432
Balance on December 31, 2019 $ - 4,850 4,850
Balance on January 1, 2018 5 - 4,097 4,097
Recognized in profit or (loss) - (2.679) (2.679)
Balance on December 31, 2018 $ - 1.418 1,418

(v) Assessment of tax

The Company’s tax returns for the years through 2017 were assessed by the Taipei National
Tax Administration.

(n) Capital and other equity
(i)  Ordinary shares

As of December 31, 2019 and 2018, the authorized common stocks were both $2.472.600 with

a par value of 10 New Taiwan dollars per share, and of which 162,935 and 169,935 thousand
shares, were issued, respectively. All issued shares were paid up upon issuance.

(ii} Capital surplus

The balances of capital surplus as of December 31, 2019 and 2018, were as follows:

December December
31, 2019 31,2018
Additional paid-in capital h 14,115 14,722
Difference between consideration and carrying amount of
subsidiaries acquired or disposed 68.852 37,763
$ 82,967 52.485
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In accordance with the R.O.C. Company Act, realized capital reserves can only be reclassified
as share capital or distributed as cash dividends after offsetting losses. The aforementioned
capital reserves include share premiums and donation gains. In accordance with the Securities
Offering and Issuance Guidelines, the amount of capital reserves to be reclassified under share
capital shall not exceed 10% of the actual share capital amount.

(iii) Retained Earnings

The Company’ s articles of incorporation stipulate that 10% of annual net income after
covering the accumulated deficit, if any, must be set up as a Jegal reserve. The remaining
balance after special reserves, that are appropriated in accordance with FSC regulations, if any,
shall distribute to the prior year’s un-distribution by the board of sharehoiders. The Group
should consider financial, business, and operating factors to decide the distribution of earnings,
which can be distributed by cash dividends or share dividends. Earning distribution sets cash
dividends as priority, which cannot be lower than 10% of the total cash and stock dividends.

The Company’s industry is currently in a gentle growth phase. The Company may distribute
earnings through cash dividend or stock dividend given consideration of the Company’ s
financial standing and business performance and such factors and shall be preferentially
distributed in cash dividend. The cash dividend shall be at the ratio not below 10% of the
aggregate total dividend to be distributed in the year.

1} Legal reserve

In accordance with the Company Act, 10 percent of net income after tax should be set
aside as legal reserve, unti! it is equal to share capital. If the Company experienced profit
for the year, the distribution of the statutory earnings reserve, either by new shares or by
cash, shall be decided at the sharehiolders meeting, and the distribution amount is limited
to the portion of legal reserve which exceeds 25 percent of the paid-in capital.

2)  Special reserve

In accordance with Ruling No. 1010012865 issued by the FSC on April 6, 2012, a
portion of current-period earnings and undistributed prior-period earnings shall be
reclassified as a special earnings reserve during earnings distribution. The amount to be
reclassified should equal to the current-period total net reduction of other shareholders’
equity. Similarly, a portion of undistributed prior period earnings shall be reclassified as
a special earnings reserve (and is not qualified for earnings distribution) to account for
cumulative changes to other shareholders’ equity pertaining to prior periods. Amounts of
subsequent reversals pertaining to the net reduction of other shareholders’ equity shall
qualify for additional distributions.

3)  Earnings distribution

The appropriations of earnings for the year of 2018 approved in the shareholders’
meeting on June 14, 2019 was $48,881 by cash dividends.

The appropriations of earnings for the year of 2017 approved in the shareholders'
meeting on June 13, 2018 was $84,968 by cash dividends.
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(iv) Treasury shares

In 2019 and 2018, in accordance with the requirements under section 28(2) of the Securities
and Exchange Act, the Company repurchased 7,000 and 3,500, shares, respectively as freasury
shares in order to protect the Company’s integrity and shareholders’ equity. As of December
31, 2019 and 2018, both a total of 3,500 shares of the treasury stock repurchased had not be
cancelled.

Movement of treasury share was as follows:

2019 2018
Share Share
(thonsands) Amount (thousands) Amount
Balance on January, 1 3,500 § 52,027 - 5 -
Repurchase 7,000 102,322 3,500 52,027
Retirement (7,000) {104.539) - -
Balance on December 31 3,500 $ 49,810 3,500 § 52,027

In accordance with Securities and Exchange Act requirements as stated above, the number of
shares repurchased should not exceed 10 percent of all shares outstanding. Also, the value of
the repurchased shares should not exceed the sum of the Company’s retained earnings, share
premium, and realized capital reserves.

In accordance with the requirements of the Securities and Exchange Act, treasury shares held
by the Company should not be pledged, and do not hold any sharcholder rights before their
transfer.

(o) Earnings per share

For the years ended December 31, 2019 and 2018, the Company's earnings per share were calculated

as follows:
2019 2018
Basic earnings per share:
Profit attributable to ordinary shareholders of the Company $ 132,900 110,051
Weighted-average number of ordinary shares (share in thousands) 162,479 169,656
$ 0.82 0.65

Diluted earnings per share:
Profit attributable to ordinary shareholders of the Company (after

adjusted the influence of potential ordinary shares) 3 132,900 110,051

(Continued)
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2019 2018
Weighted-average number of ordinary shares with potential
influence of ordinary shares
Weighted-average number of ordinary shares 162,479 169,656
Effect of employee stock remuneration (share in thousands) 412 431
Weighted-average number of ordinary shares (after
adjusted the influence of potential ordinary shares) 162,891 170,087
$ 0.82 0.65
Revenue from contracts with customers
(i) Disaggregation of revenue
2019 2018
Primary geographical markets
Taiwan $ 1,111,019 1,317,954
China 3,288,605 3,397,458
Japan 839,340 446,422
Other 789,738 1,024,568
$ 6,028,702 6,186,402
Major products
PC chassis § 4,876,005 4,257,152
Mobile device components 874,003 1,534,230
Mold 278.694 395.020

$_ 6.028,702 6,186,402

(ii) Contract balances

December December January
31, 2019 31,2018 1,2018
Trade receivables $ 2,053,607 1,975,622 1,486,447
Less: Loss allowance (513) (2,290) (21.678)
$_ 2,053,094 1,973,332 1,464,769
Contract liabilities s 1,221 2,023 831

The amount of revenue recognized for the years ended December 31, 2019 and 2018 that were
included in the contract liability balance at the beginning of the period were $2,023 and $831,
respectively.

The major change in the balance of contract liabilities is the difference between the time frame
in the performance obligation to be satisfied and the payment to be received.

(Continued)
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Employee, directors’ and supervisor’s remuneration

The Company’s articles of incorporation require that earnings shall first be used to offset against any
deficit, and no less than 2% will be distributed as employee remuneration and a maximum of 2%
will be allocated as directors” and supervisors’ remuneration. Employees who are entitled to receive
the above-mentioned employee remuneration, in shares or cash, include the employees of the
subsidiaries of the Group who meet certain specific requirements.

The Group's remuneration to employees were both $5,000; and the remuneration to directors and
supervisors were both $1,500 for the years ended December 31, 2019 and 2018. The remuneration

‘equals the estimated sum, multiplied by the percentage of the remuneration to employees, directors

and supervisors, as specified in the Company’ s articles. The estimations are recorded under
operating expenses and cost. The differences between the estimated amounts in financial statements
and the actual amounts approved by the Board of Directors, if any, shall be accounted for as changes
in accounting estimates and recognized as profit or loss in following year.

If remuneration to employees is resolved to be distributed in stock, the number of shares is
determined by dividing the amount of remuneration by the closing price of the shares (ignoring ex
dividend effect) on the day preceding the Board of Directors’ meeting, The amounts, as stated in the
consolidated financial statements, are identical to those of the actual distributions in 2019 and 2018.

Related information would be available at the Market Observation Post System website.
Financial Instruments
(i) Creditrisk

1)  Credit risk exposure

The carrying amount of financial assets and contract assets represents the maximum
amount exposed to credit risk.

2)  Concentration to credit risk

The customers of the Group are mainly high-tech companies, trade receivables have 80%
and 74% are composed by five clients in December 31, 2019 and 2018. Thus, the
company has concentration to credit risk situation.

(ii) Receivable securities

For the credit risk exposure of trade receivables, please refer to note (6)(b).

Other financial assets at amortized cost include cash and cash equivalents, other financial
assets, and guarantee deposits, which are considered to have low risk, and thus, the impairment
provision recognized during the period was limited to 12 months expected losses. Regarding
how the financial instruments are considered to have low risk, please refer to note (4)(g).

(Continued)



46

CHENMING ELECTRONIC TECHNOLOGY CORP. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(iii) Liquidity Risk

The following table shows the confractual maturities of financial liabilities, excluding

estimated interest payments:

Within Over 2
_ Amount a year 1~2 years years
December 31,2019

Secured loans $ 466,000 160,000 - 306,000
Unsecured loans 230,000 230,000 - -
Notes and trade payables 1,380,417 1,380,417 - -
Lease liabilities (including current

and non-current) 10,075 4,382 2,669 3,024
Other payables (including related

parties) 125,893 125,893 - -
Guarantee deposits 7,691 4421 3.270 -

$ 2220076 _ 1,905,113 5,939 309,024
December 31, 2018

Secured loans $ 292,000 10,000 237,000 45,000
Unsecured loans 360,000 360,000 - -
Notes and trade payables 1,502,298 1,502,298 - -
Other payables (including related -

parties) 142,461 142,461 - -
Guarantee deposits 6,389 2,579 - 3.810

$ 2.303,748 _2,017.338 237.000 48.810

The Group does not expect the cash flows included in the maturity analysis to occur
significantly earlier or at a significantly different amount.

(iv) Currency risk

1)  Exposure to foreign currency risk

The Group’s significant exposure to foreign currency risk was as follows:

December 31, 201%

December 31, 2018

Foreign Exchange
currensy rate
Financial assets
Monetary items
USD to NTD 13 32,19 29,980
USD to CNY 30,710 6.9762
CNY to NID 106,342 4,305
Financial Habilities
Monetary items
USD to NTD 7,571 20,980
USD to CNY 2,259 6.9762
CNY to NTD 195,510 4.305

Foreign

TWD currency

965,326 34,017
920,686 25,305
457,802 119,787
226,979 5,031

67,725 3452
841,671 206,723

Ezxchange
rate

30.715
6.8632

4,472

30.715
6.8632

4472

TWD

1,044,832
777,243
535,687

182,171
106,028
924,465
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2)  Sensitivity analysis

The Group’s exposure to foreign currency risk arises from the translation of the foreign
currency exchange gains and losses on cash and cash equivalents, trade receivables, other
receivables, trade payables, and other payables that are denominated in foreign
currencies.

A weakening (strengthening) 5% of each major foreign currency against Group entities’
functional currency as of December 31, 2019 and 2018, would have affected the net
profit before tax as follows:

December 31, December 31,

2019 2018

USD (against the NTD)

Strengthening 5% $ 36,917 43,133

Weakening 5% (36,917) (43,133)
USD (against the CNY)

Strengthening 59 42,648 33,561

Weakening 5% (42,648) (33,561)
CNY (against the NTD)

Strengthening 5% (19,193) (19.439)

Weakening 5% 19,193 19.439

3) Exchange gains and losses of monetary items
Foreign exchange profit or loss (including realized and unrealized) was as follows:

For the years ended December 31,

2019 2018
Exchange Exchange
profit (loss) Average rate profit (loss) Average rate
NTD b (2,952) - 36,717 -
CNY 2,566 44703 5,971 4.5497

(v) Interest rate analysis
The details of financial assets and liabilities exposed to inferest rate risk were as follows:

Carrying amount
December 31, December

2019 31,2018
Variable rate instruments:
Financial assets 3 348,498 419,590
Financial liabilities 696,000 652,000

(Continued)
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The following sensitivity analysis is based on the risk exposure to the interest rate on the
derivative and non-derivative financial instruments on the reporting date. Regarding the assets
with variable interest rates, the analysis is on the basis of the assumption that the amount of
assets outstanding at the reporting date were outstanding throughout the year. The rate of
change is expressed, as the interest rate increases or decreases by 0.25% when reporting to
management internally, which also represents management of the Group’s assessment on the
reasonably possible interval of interest rate change.

If the interest rate had increased or decreased by 0.25%, the net profit before tax would have
decreased or increased by $869 and $581 for the years ended December 31, 2019 and 2018,
respectively, which would have mainly resulted from the bank savings and borrowings with
variable interest rates.

(vi) Fair value
1)  Procedure of valuation

The Group’s accounting policies and disclosure include fair value method on financial
assets and financial liabilities. The Group’s management is responsible in performing
independent test on fair value by using independent source of information to obtain the
fair value which is close to the market status. The management also confirms the
independence, reliability and matching of the information source, and regularly test the
valuation model, update the input and other information, and make necessary adjustment
to ensure the output of valuation is reasonable.

2)  Fair value hierarchy

The Group uses observable market data to evaluate assets and liabilities when it is
possible. The different levels have been defined as follows:

a) Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities.

b)  Level 2: inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived
from prices).

¢) Level 3: inputs for the assets or liability that are not based on observable market
data (unobservable inputs).

3)  The kinds of financial instruments and fair value

The fair value of financial assets and liabilities at fair value through profit or loss,
derivative financial instruments used for hedging, and available for sale financial assets,
are measured on a recurring basis. The carrying amount and fair value of the Group’s
financial assets and liabilities, including the information on fair value hierarchy are
stated below; however, except as described in the following paragraphs, for financial
instruments not measured at fair value whose carrying amount is reasonably close to the
fair value, and lease liabilities, disclosure of fair value information is not required.
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December 31, 2019

Fair Value
Bock value  Level 1 Level 2 Level 3 Total
Financial assets measured at

amortized cost
Cash and cash equivalents $ 348,611 - - - -
Trade receivables, net 2,053,094 - - - -
Other financial assets 743 - - - -
Refundable deposits 24422 - - - -

$_2.426.870

Financial liabilities measured at
amortized cost
Bank loans $ 696,000 - - - -
Notes and trade payables 1,380,417 - - - -
Lease liabilities 10,075 - - - -
Other accounts payable
(including related parties) 125,893 - - - -

Guarantee deposit 7,691 - - - -

$ 2220076

December 31, 2018
Fair Value
Book value  Level 1 Level 2 Level 3 Total

Financial assets measured at
amortized cost

Cash and cash equivalents 421,014 - - - -

Trade receivables, net 1,973,332 - - - -
Other financial assets 16,142 - - - -
Refundable deposits 21,020 - - - -

5 2.431.508

Financial liabilities measured at
amortized cost

Bank loans $ 652,000 - - - -
Notes and trade payables 1,502,298 - - - -
Other payables (including

related parties) 142 461 - - - -
Guarantee deposits 6,389 - - - -

$_2,303,148

(Continued)
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4)  Valuation techniques for financial instruments not measured at fair value

The Group’s valuation technigues and assumptions used for financial instruments not
measured at fair value are as follows:

Financial liability with amortized cost evaluation

Fair value measurement is based on the latest quoted price and agreed-upon price if
these prices are available in an active market. When market value is unavailable,
fair value of financial assets and liabilities are evaluated based on the discounted
cash flow of the financial assets and liabilities.

5)  Valuation techniques for financial instruments measured at fair value

Non-derivative financial instruments

Financial instruments traded in active markets are based on quoted market prices.
The quoted price of a financial instrument obtained from main exchanges and on-
the-run bonds from Taipei Exchange can be used as a basis to determine the fair
value of the listed companies’ equity instrument and debt instrument of the quoted
price in an active market.

If the Group can frequently acquire the financial instrument’s open quotation from
either the stock exchange, brokers, underwriters, industrial irade uniom, or
authorities, and the price is equal to that of fair market, then that financial
instrument has active market value. On the other hand, if the condition above is not
achieved, we define that instrument to have non-active market value. Generally,
the significant difference between the bid-ask spread or the trading volume is very
small, similar to the index of a non-active market.

Except from the active market, the Group also acquires its financial instrument
value from the valuation technique or reference to a rival’s quotation. The fair
value through the valuation technique refers to other essentially prerequisite and
similar financial instruments with current fair value, discount cash flow, and other
valuation methods. The financial instruments from the non-active market are
evaluated by the discount cash flow model, the main assumption is according to
time value of money and investment risk to evaluate future cash flow.

(s) Financial risk management

@

Briefings

The Group is have exposed to the following risks from its financial instruments :

1) Creditrisk

2)  Liquidity risk

3) Marketrisk

(Continued)
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In this note expressed the information on risk exposure and objectives, policies and process of
risk measurement and management. For detailed information, please refer to the related notes
of each risk.

Structure of risk management

The financial risks management can be separated into management and operating related
financial risks, the risks including credit risk, liquidity risk and market risk. In order to reduce
financial risk, the Group dedicate to recognize, evaluate and avoid the uncertainty in the
market. The important financial activity need to review by auditors in the broad and the Group
have to follow the regulation of financial management and the process of division
responsibility.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s
receivables from customers.

1)  Trade receivables and other receivables

The Group has established a credit policy under which each new customer is analysed
individually for creditworthiness before the Group®s standard payment and delivery
terms and conditions are offered. The Group’s review includes external ratings, when
available, and in some cases bank references. Purchase limits are established for each
customer, and these limits are reviewed periodically.

The Group constantly evaluate clients’ financial situation, if necessary, the company will
buy credit guarantee insurance contract. But the company usually won’t ask clients offer
collateral.

2)  Guarantees

As of December 31, 2019 and 20i8, the Group do not offer any endorsement and
guarantees.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities which be settled by delivering cash or another financial
asset. The Group manages and maintains sufficient cash and cash equivalents so as fo cope
with its operations and liabilities. Make an effort to avoid any unacceptable loss or any
harmful on their reputation.

The loans and borrowings from the bank form an important source of liquidity for the Group.
Please refer to note 6(h) and note 6(i) for unused short-term and long-term bank facilities as of
December 31, 2019 and 2018.

(Continued)



®

CHENMING ELECTRONIC TECHNOLOGY CORP. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(v) Market risk

52

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates and equity prices which will affect the Group’s income or the value of its holdings of
financial instruments. The objective of market risk management is to manage and control

market risk exposures within acceptable parameters, while optimizing the return.

1)  Currency risk

The Group is exposed to currency risk on sales, purchases and borrowings that are
denominated in a currency other than the respective functional currencies of the Group’s
entities, primarily the New Taiwan Dollars (NTD) and US Dollars (USD), Chinese Yuan

(CNY). The currencies used in these transactions are denominated in NTD,

CNY.

USD, and

To avoid the fluctuation from foreign exchange, the Group use short-term loan and
derivative (including forward exchange agreement) to avoid foreign rate risk. This kind
of derivative can help the Group to reduce the influence of foreign currency exchange but

can’t exclude all the risk.

2) Interest rate risk

The Group borrows funds with variable interest rates, therefore there is risk of cash

flows.

3)  Other market value risk

The Group is exposed to equity price risk arising from non-listed stock investments.
Since investment of foreign operation is strategy investment, the Group do not plan any

hedge in this field.

Capital management

The Group decides the optimized capital by maintain the capital based on the current operating
characteristics of the industry, future development, and changes in external environment, to assure
there is financial resource and operating plan to support working capital, research and development
expense and dividend payment and so on. To maintain a strong capital base, the Group might adjust
the stock dividend, issue new share or buy treasury share. The Group also scrutiny the asset-liability

ratio regularly to monitor the fund.

Debi-to-asset ratio in December 31, 2019 and 2018 as follow:

December 31, December 31,

- 2019 2018
Total labilities 3 2,429,362 2,511,264
Total assets 4,936,953 5,121,416
Debt-to-asset ratio 49 % 49 %

As of December 31, 2019, the capital management method do not change.
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Reconciliation of liabilities arising from ﬁnéncing activities for the year ended December 31, 2019

and 2018 were as follows:

Non-cash flows

Foreign
January 1, exchange  December
2019 Cash flows Additions Write-off movement 31, 2019
Long-term loans § 282,000 24,000 - - - 306,000
Short-term loans 370,000 20,000 - - - 390,000
Lease liabilities 11,537 (6,170) 5,498 (789 () 10,075
Guarantee deposits 6.389 1.302 - - - 7.691
Total liabilities from
financing activities $ 669,926 39,132 5,498 (789) (1 713,766
Non-cash
flows
Foreign
January 1, exchange December 31,
2018 Cash flows movement 2018
Long-term loans $ 210,000 72,000 - 282,000
Short-term loans 150,000 220,000 - 370,000
Guarantee deposits 3.732 657 - 6.389
Total liabilities from financing activities § 365,732 292,657 - 658,389

(7) Related-party transactions

(a) Names and relationships with related parties

The following are entities that have had transactions with related parties during the periods covered

in the consolidated financial statements.

Name of related parties
CHENMING (H.K.) CORPORATION LIMITED

UNEEC Culture and Education Foundation
Lin, Mu-Ho

(b)

Transaction among other relative parties

@

Lease

Relationship with the Group

Same chairman with the Company
Same chairman with the Company

Chairman of the Company

The Group rents parts of its office and miscellaneous equipment to its related parties and
collects monthly rental from them. The rental fee is determined based on nearby office rental

rates. The rental revenue for the years ended December 31, 2019 and 2018 amounted to $2,514

and $3,429, respectively.
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(i) Equity trading

On March 18, 2019, the Board of Directors decided to acquire 10% of shares of CHENMING

ELECTRONIC (NINGBO) CO., LTD., which amounted to $66,571 (US$2,160), through a
contract signed with CHENMING (H.K.) CORPORATION LIMITED, and the related transfer
procedures had been completed in April, 2019. As of December 31, 2019, the Group still had

remaining balances of $25,783, which were recognized as other payables-related parties.
Please refer to note (6)(d) for related information. =

(c) Key management personnel compensation

(i) Key management personnel compensation was comprised of:

2019 2018
Short-term employee benefits $ 10,827 14,765
Post-employment benefits 270 454
5 11,097 15,219

(ii) Guarantee

The main management was the guarantor of the syndication contract, and the amounts of
syndication were $306,000 and $282,000, as of December 31, 2019 and 2018, respectively.

(8) Pledged assets

The carrying values of pledged assets were as follows:

December December
Assets Subject 31, 2019 31,2018
PPE and investment properties Short-term loans and long-term
—land loans $ 307,804 347,804
— properties " 135,307 138,882
Other financial asset Customs deposits
— non-current 22,255 20.291
8 465.366 506,977

(9) Commitments and contingencies: None.
(10) Losses due to major disasters: None.
(11) Subsequent events

(@) The coronavirus outbreak since early 2020 has brought about additional uncertainties in the Group’s
operating environment in China and has impacted the Group’ s operations position, including
production and delivery delays, etc. The relevant information is still unclear. Hence, it is not
possible to make any reasonable estimate of the economic impact on its business results and
financial situations. Thesefore, the Group will continue to closely monitor the development of the
event and keep its contingency measures and adjustments as needed.
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For protecting the credibility of the equity of the Company and its shareholders, the Company

decided on March 12, 2020 to repurchase its own shares, with the maximum limit of 3,500 thousand
shares and a repurchase price ranging from NTD9 to NTD18, at the total amount not exceeding

$63,000.
(12) Other

The summary statement of current period employee benefits, depreciation, and amortization expenses by
function were as follows:

By function| December 31, 2019 December 31, 2018
Cost of |Operating Cost of |Operating

By item sales expenses Total sales expenses Total
Employee benefits

Salary 1,333,712 194,904 | 1,528,616 1,562,358 173,605 | 1,735,963

Labor and health nsurance - 6,105 6,105 - 5,855 5,855

Pension 71,156 9,247 80,403 78,495 6,237 84,732

Others 70,907 15,794 86,701 74,245 15,859 90,104
[Depreciation 235212 9,200 244,412 241,330 5,039 246,369
Amortization 725 1,018 1,743 894 1,274 2,168

The depreciation expense, which subtracts the depreciation expense from investment properties, were

$1,237 and 81,238 for the years ended December 31, 2019 and 2018, respectively, which were recognized
in the subtraction of rent revenue.

(13) Other disclosures

(a) Information on significant transactions:

The following is the information on significant transactions required by the “Regulations Governing
the Preparation of Financial Reports by Securities Issuers™ for the Group: :

(i) Loans to other parties:
Highest Collateral
balance of Actual FPurposes | Transaction
financing to usage Rangeof | offund | amountfor | Reasons Maximum
other parties; amount | interest |financing] business for Individual | Hmit of
Nameof | Nameof | Account [Related| duringthe | Ending | during the jrates during| for the | between two | short-term | Allowance funding fund
No lender | bhorrower name | party pericd | balance | period | the period | borrower parties financing | for bad debt {[temf Value| loan Emits | firancing
1 [TOPCITY [GERSHWIN/Trade Yes 179,880 | 179,880 119,920 | 2.83175%~ |Demand (Depending - - - | 2,065,182 2,065,182
INTERNAT [INTERNAT |reccivables 3.43613% [for funding on demand (voic1) . (note]
[TON LIMIT [IONAL EtMine from kﬁr fanding
ED ITED related
[partias
2 CHENMIN [Dongguan 2 i 73,185 73,185 73,185 | 4.67625% L) ] 105,305 | 210,609
IG ELECTR. {Chenming {note 2 (note 2
JONIC (NIN [Rlectronic
IGBO) CQ., [Co,. Ltd
ETD
3 [Dongguan  [CHENMIN ] ” 64,575 | 64,575 - 5.0025% a 7 80,620 161,239
IChenming  1G ELECTR (note 3 (vote 3
[Electronic  [ONIC (NIN
ICo,. Ltd GEQ) CO.,L
[TD
Total 317,640 _ 193.105

(Continued)



CHENMING ELECTRONIC TECHNOLOGY CORP. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(i)

56

Note 1: The total amount for lending to a subsidiary whose voting shares are 100% owned, directly or indirectly, by TOP CITY INTERNATION LIMITED for funding for a
short-term period shall not exceed the net worth of TOP CITY INTERNATION LIMITED, which amounted 10 $2,065,182. And the total amount lendable to each of
such borrowers still shall not exceed the net worth of TOP CITY INTERNATION LIMITED, which amounted to $2,065,182.

Note 2: The total amount for lending to a company for funding for a short-term period shall not excecd ten pereent of the net worth of CHENMIN ELECTRONIC (NINGBO)
CO., LTD, which amounted to $105,305 {$1,053,045%10%). In addition, the totz] amount lendable to any one borrower shall be no more than twenty percent of the
borrower’s net worth, which amounted to $210,609 ($1,053,045*20%).

Note 3: The total amount for lending to a company for fanding for a short-term period shall not exceed ten percent of the net worth of Dangguan Chenming Electronic Co., Ltd,
which amounted to $80,620 ($806,155%10%%). In addition, the total amount lendable to any one borrower shall be no more than twenty percent of the borrower’s net
worth, which amounted to $161,23% ($806,195%20%).

Guarantees and endorsements for other parties:

Ratio of
accumulated
Counter-party of guarantee Balance of amounts of Subsidiary Endorscments/
and endorsement Limitation on Highsit guarantess FProperty guarantees and Pareni company | endorsements! | guaranteesto
amount of ‘batance for and Pladged for | endorsements 1o d / third partics
ienshi) and di Actval usage |guaramiees and| net worth of the amomt for guarantocs to | to third partics on | oo behalfof
Name of with the | esdarsements for 2 | endorsements dwring | s of reporting | amount during | endorsements | Jatest financial | guarantees and { third partiesca { beballefparent | companies ia
No. | _goaranior Name Company | specific enterprise the period date 1he period (Amount) stalements endorsements {behalf of subsidiary company mainland China|
0 [The Company |CHENMING f&;fi;?:yd m217 51,660 51,660 - - 223%| 184434 Yes No Yes
CTRONIC
E;:;iGBO)
0., LTD

HNate: The total amowmnt of-

1he C

nol exceed 40% of the Company's net worth,

(iii} Securities held as of December 31, 2019 (excluding investment in subsidiaries, associates, and
joint ventures): None.

pany or the Group is permitted (o provide shall net exeeed 80% of the Company's net worth; the amount of endorsement guarantess for a entity shall

(iv) Individual securities acquired or disposed of with an accumulated amount exceeding the lower
of NT$300 million or 20% of the capital stock: None.

(v) Acquisition of individual real estate with amount exceeding the lower of NT$300 million or
20% of the capital stock: None.

(vi) Disposal of individual real estate with an amount exceeding the lower of NT$300 million or
20% of the capital stock: None.

(vil) Related-party transactions for purchases and sales with amounts exceeding the lower of
NT$100 million or 20% of the capital stock:

Transactions with terms Notes/irade
Transaction details different from others receivables (payables)
Percentage
of total
[Percentage] notes/
of total trade
Company | Counter Nature of Purchase/ purchases/ Ending |receivables
Name party relationship (Sale) Amount (sales) Payment termis | Unit price | Payment Terms | Bal {payables) | Note
[The Dongguan [Subsidiaries of | Purchases 2,636,951 00 °4 [Net 60 days from  [No general [Net 60 days  [Trade (99¥% |Note
Company (Chenming [GERSHWIN the end of month of [supplier for Ipayables
Electronic [[NTERNATION lwhen invoice issued fcomparisen (505,434)
Co,. Ltd  [AL LIMITED
[Dongguan |The Ultimate holding |  (Sale) (2,636,931} 71 % [Net 60 days ffom  [No gneral Trade 2% | #
IChenming (Company |company lthe end of month of [customer for |from the end offreceivables
Electronic lwhen invoice issued lcomparison 505,434
ICo,. Ltd

Note: The left transactions have been climinated In the preparation of consolidated financial statements.
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(viii) Receivables from related parties with amounts exceeding the lower of NT$100 million or 20%

of the capital stock:
Name of Nature of Ending | Tumower Overdue Amounts received in|  Allowance
company Counter-party | relationship | balance rate Amount | Action taken | subsequent period | for bad debis Note
(MNote) _
Dongguan The Company |Subsidiaries [Trade 4.98 - - [Trade receivables - The transactions
KChenming receivables 505,434 have been
Electronic Co,. 505,434 eliminated in the
L consolidated
financial statement.

Note: The recovered amounts of March 12, 2020.
(ix) Trading in derivative instruments: None.

(x) Business relationships and significant intercompany transactions:

Intercompany transactions
Percentage of the
No. |Name of company Name of Nat_ure of Account name | Amount Trading terms consolidated net revenue
counter-party relationship or total assets
1 {TOPCITY IGERSHWIN 3 Other current 119,92( |Rate 2.83175%3.43613% 2%
INTERNATIONA [INTERNATIONAL financizl assets
L. LIMITED LIMITED
2 [Donggean [The Company 1 Sales 2,636,951 [The price is based on the 44%
IChenming fixed ratio of final sales price,
Electronic Co,. Ltd and the eredit period is
dependent on the demand for
funding
2 [Dongguan [The Company 1 [Trade 505,434 L4 10%
Chenming receivables
[Electronic Co,. Ltd

Note 1: The numbers filled in as follows:
1. 0 represents the Compary.
2. Subsidiaries are sorted in a numerica) order starting from 1.
Note 2: Relationship with the transactions labeled as follows:
1 represents the transactions between the subsidiaries and the parent company.,
2 represents the transactions between subsidiaries.
3 represents the transactions from the parent company to its subsidiarics.

(b) Information on investees:

The following is the information on investees for the years ended December 31, 2019 (excluding
information on investees in mainland China):

(In Thousands of New Taiwan Diollars)
Original investment Highest balance
amount Balance as of December 31, 2019 during theyear | Netincome
Main Percemape Shares / Percentage (losses) Imvestment
busi and| December | Decamber | Shares of Carrying Units of of the income
Name of investor | Neme of investes |[Location] products | 31,2019 | 31 2012 |(thousands)| ownership | valie | (thousands) | owmership | investment (losscs) Note

[The Company [TOP CITY Samoa [lnvestment | 2,002,903 | 1,930,397 59,948 100 % | 2,065,182 59,948 100 90,615 90,645 | Subsidiaries

INTERNATIONAL

LIMITED
The Company ICHENMING USA {Import 2nd 6,236 - 2001 100% 4,746 200 100 {1,281 (1,281 P

ELECTRONIC fexport

[FTECHNOLOGY business of

[USD, Inc. jeomputer case
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Original investment Highest balance
amount Balance as of December 31, 2019 during the year Net income
Main Percentage Shares / Percentape (losses) Investment
busa and| Dx by D b Shares of Carryimg Units of of the income
Name of Name of investee | Location]  products 31,2019 | 31.2018 [(thousands) hi valee (thousands) | ownership | investment (osses) Note
ITOP CITY IGERSHWIN Samoa [lmvestraent 1471994 1471994 45,988 100% | 1,085,158 45,988 100 (20,483)The profitor | A grandson
INTERNATIONAL INTERNATIONAL Joss on company
hnvestments
[LIMITED [LIMITED [ ere (note)
ecognized by
[TOP CITY
INTERNATI
ONAL
LIMITED
" PEAK SHREWD | Samoa [lavestment 638,726 566,220 17,800  100% | 837,833 17,300 100 107,552 " "

Note: The transactions have been climinated in the consolidated financial statement.

(c) Information on investment in mainland China:

(i) The names of investees in mainland China, the main businesses and products, and other

information:
(In Thousands of New Tatwan Dollars)
'\f..’.';:’?'u"l'i?d Af:cu“t;ln:-:: ?fd [Highest balance during|
imvestment Investment flows investment the year Carrying |A
from from Talwan remittance of]
hn:li:]:su Total amoust |  Method Taiwan as of B =of Ne(:;:;" Shares/Uni|Percentage] pypspeny | 27002 [rATI0E 28 0f
Namie of and of pald-in of January 3,2019 | Outlow eoember 31, yp e Percentape ts of imcome (losses) [0 PectmberiDecembier 31
Investee products | capital {note 3)| investment npte 3) (note 3) Inflow | 2019 (note3) | investment Jof swmershipl(thousands) ownership {nste 1) 31,2019 2009
ICHENMING fCompater case 1,933,714 note 1 and 7 502,537 39,861 - 542,398 130,721 32 % - 82 106,613 863,497 -
CTRONIC Jand production (USDE4,500 (UsD16,500) | (USD1,300 {USDI7,80
GBO) CO., LTD [ofrefative {notc
gguan Chenming 2 872219 | nolc1 and 8 750,755 750,755 10,669 100 % 100 10,669 806,193
ertronic Co,. Lid (USD2E,978 (USD24,900) [USD24,900,
(noie 4 and 5) )l
(ii) Limitation on investment in mainland China:
Limitation on
Investment Amounts investment in Mainland
Accumulated Investment in] Authorized by Investment | China by Investment
Company Mainland China as of Commission of Ministry of |Commission of Ministry
Name December 31, 2019 Economic Affairs of Economic Affairs
The Company 1,293,153 (USD 46,250) 1,431,845 (USD 47,760) | Unlimited (note 8)

Notel: Investment in Mainland China through existing company from third region.

Note2: The investment gains and losses of the current period are recognized according to the financial
statements which have been reviewed and certified by the Company's independent external
auditors.

Note3: The USD was translated into New Taiwan Dollars at the exchange rate of $29.98 as of December
31, 2019.

Note4:

Invested the amount of USD 3,000 in Dongguan Chenming Electronic Co., Lid. through

GERSHWIN INTERNATIONAL LIMITED by TOP CITY INTERNATIONAL LIMITED.
Note5: Invested the amount of USD 1,078 on equipment in Dongguan Chenming Electronic Co,. Ltd by

GERSHWIN INTERNATIONAL LIMITED.
Note6: Investment through PEAK SHREWD INC by the Company and TOP CITY INTERNATIONAL

LIMITED.

Note7:

SHREWD INC.

Investment in Mainland China through TOP CITY INTERNATIONAL LIMITED and PEAK
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Note8: Investment in Mainland China through TOP CITY INTERNATIONAL LIMITED and
GERSHWIN INTERNATIONAL LIMITED.

Note9: According to the “REGULATIONS GOVERNING THE APPROVAL OF INVESTMENT OR
TECHNICAL COOPERATION IN MAINLAND CHINA” amended in August 29, 2008, by the
MOEAIC, the Company has acquired related documents. Therefore, there is no restriction to the
Company’s investing amount in Mainland China.

(iii) Significant transactions:

The significant inter-company transactions with the subsidiary in Mainland China are
disclosed in “Information on significant transactions”.

(14) Segment information

The Group is single industry department, which produce computer and mobile device components mainly.
Operating segment information is constant with the balance sheet report, and for the profit and loss
segment refer to income statement, and for the assets segment refer to the balance sheet.

(a) Overall information of the Group

(i) Product information

Products 2019 2018
PC chassis b 4,876,005 4,257,152
Mobile device component 874,003 1,534,230
Mold 278,694 395.020
$ 6,028,702 6,186,402

(i) Geographic information

The Group’s sales presented by customer location and non-current assets presented by
location, the geographic information were as follows:

1)  Revenue from external customers:

Country 2019 2018
Taiwan $ 1,111,019 1,317,954
Mainland China 3,288,605 3,397,458
Japan 839,340 446,422
Other Country 789,738 1,024,568

$ 6,028,702 6,186,402
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2)  Non-current Assets:

Country
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Taiwan -
Mainland China

2019 2018
511,068 511,297
922.387 1,078,650

1,433,455 1,589,947

Non-current assets include property, plant and equipment, intangible assets, investment
property, and other assets, excluding prepaid pension, cost deferred tax assets, and

guarantee deposit.

(iii) Important clients information

The sales revenue from clients with account for more than 10% revenue in Income statement

as follow:

I company

H company
B company
D company

C company

2019 2018
1,278,307 1,071,416
975,190 1,607,064
944,618 891,529
533,283 690,454
896,771 604,524



