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I.Letter to Shareholders

Hello, Ladies and Gentlemen :

Thank you everyone very much for coming to the 2022 Shareholders’ Meeting.
I speak for all of Zig Sheng when I say that we are grateful to our shareholders for

their continued support and encouragement.

All industries have shown rigorous discipline, adaptability, and steadfastness
amidst the challenges presented by almost two years of the Coronavirus pandemic.
The global economy experienced major growth in 2021. A new wave of economic
recovery drove profits to record highs. The integration of supply chains helped to

reverse our fortunes and further increased the international visibility of Taiwan.

2021 was a prosperous year for the synthetic fiber industry and petrochemical
plastic raw materials. It was an uplifting time that brought many of us peace of mind.
Europe and the U.S. gradually reopened as pandemic restrictions eased. The rapid
recovery of market operations and purchasing dynamics pushed global oil prices up
from US$52 a barrel at the end of 2020 to US$88 a barrel. Annual growth of crude oil
prices exceeded 50%. Nylon raw material Caprolactam (CPL) also rose from
US$1,520/ton at the beginning of 2020 to US$2,150/ton. The market enjoyed healthy

demand and the Company received maximum orders.

For the last few years, Zig Sheng has strived to consolidate our production lines
and eliminate inefficient production lines. The Company has also worked to integrate
downstream industries to develop customized products with high margins. Our aim is
to improve brand positioning and increase market share. Adjustments to our
production lines and new product optimization strategies proved successful when
coordinated with the momentum behind economic recovery trends in 2021. Profit
margins of our products increased more than 5% compared to previous years. This is a

testament to the advantages of vertically integrated production and core technology.

The following is a brief report on 2021 operations : Total operating revenue
was 11.2 billion 1.85 million NTD, an annual growth of 46%. Net operating income
was 648 million NTD. Offset by profitable outside investments, total annual pre-tax
net income was 1.0447 billion NTD; EPS 1.73 NTD; net value per share 13.75 NTD;

ratio of liabilities to assets 33%. Overall financial structure is healthy and sound.



Zig Sheng continues to hold fast during the pandemic. We’re waiting for the
moment when opportunity strikes so that we may take full advantage of an economic
recovery. The Company is preparing to put forth all efforts in pursuit of satisfactory
and exemplary operating results. I’d like to express my utmost appreciation to all our
employees for their hard work.

This year (2022) Q1 operations are as strong as ever. However, the world is
being tested once again as the war in Ukraine contributes to logistics inflation around
the world. Raw material prices have changed drastically and the economy continues
to fluctuate. Financial policy and business operations in every nation must rise to meet
these challenges and push forward. Zig Sheng will not rest on our laurels. Our
response merits careful consideration and step by step operations in hopes that we can

create a brighter future for our shareholders and employees.
Thank you to each of our shareholders for their continued support. I wish you

all every health and happiness.

Yeh, Sou-Tsun

Chairman



1.1 Operating Performance in 2021

1.1.1 Consolidated financial results

Unit : NT$ thousand

Analysis Item / Years Increase or Change ratio
. (Consolidated 2020 2021 decrease amount %

Financial Statements)
Operating Revenue 7,675,607 | 11,218,513 3,542,906 46.16
Gross Profit (Loss) 84,463 1,221,952 1,137,489 1,346.73
Operating expenses 364,077 574,057 209,980 57.67
Net operation income (Loss) | (279,614) 647,895 927,509 331.71
Income (Loss) Before Tax (34,802) 1,004,477 1,039,279 2,986.26
Net income (Loss) (40,115) 920,077 960,192 2,393.60

1.1.2 Budget implementation

According to the “Regulations Governing the Publication of Financial

Forecasts of Public Companies”, the Company is not required to publish the

2022 financial forecast information, so there is no budget execution analysis

data.

1.1.3 Profitability analysis

Analysis Item / Years 2020 2021

Liabilities to assets ratio (%) 26.89 32.17

Current ratio (%) 147.71 156.03

Financial | Quick ratio (%) 94.28 82.91

income and | Average collection turnover  (day) 71 64

expenditure | yayq sales outstandingy (day) 57 46

Times interest earned (times) (2.06) 73.23

Interest expense (NTS$ thousand) 11,374 13,906

Return on asset (%) (0.33) 9.45

Return on equity (%) (0.58) 13.30

Profitability Income before tax to Paid-in %) 0.63) 18.80
Capital ratio

Ratio of Net Income (%) (0.52) 8.20

Earnings per Share (EPS) (NT$) (0.07) 1.73




1.1.4 Research development status
1.1.4.1 High translucent nylon

Nylon 6 has excellent mechanical properties, high mechanical strength,
good toughness, excellent chemical resistance, good self-lubrication and good
weather resistance, and is widely used in machinery, electrical appliances, textile

equipment, chemical equipment, aviation and other fields.

Nylon 6 is a polymorphism polymer, and its unique crystallinity, crystal
form and crystal density will make the applied object without light penetration
when the thickness is greater than 1mm. ZIGSHENG has developed a nylon
material with high transparency and high brightness through a unique
copolymerization technology, which can enable objects with a thickness of 3mm
to have a transmittance of more than 80%. In addition, it is resistant to low
temperature impact without whitening, and has excellent processing fluidity and
short molding time. It is suitable for the design and processing of special-purpose

bottles and containers, cultural and creative arts, and components.

1.1.4.2 Thermoplastic composite material development

In recent years, the demand for lightweight structural reinforcement
engineering materials has increased, coupled with the strong promotion of
environmental protection awareness, thermosetting composite materials that are
not easy to recycle have gradually been replaced by advanced thermoplastic

composite materials that are easy to recycle.

The new lightweight thermoplastic composite material developed by
ZIGSHENG is made of nylon impregnated with carbon fiber, which has the
function of continuous fiber reinforcement. Thinner and stronger end products
can be made. In addition, ZIGSHENG lightweight thermoplastic composites also
have the advantages of short molding cycle, easy processing, and no storage
conditions, and can be widely used in high value-added industries, such as
automobiles, consumer electronics, leisure sports, precision machinery, wind

power, aerospace and defense parts.



1.1.4.3 ZISECO® Recycled Nylon and Polyester Fibers

As consumers' awareness of environmental protection increases year by
year, environmentally friendly recycled fibers have become highly demanded
products by customers and brands. For this reason, ZIGSHENG has continued to
invest a lot of effort in the development and quantitative production of GRS

recycled nylon fiber products in recent years.

Since 2020, ZIGSHENG has successfully produced pre-consumer products
of "100% recycled nylon fibers from waste silk" and post-consumer products of
"recycled nylon fibers from discarded fishing nets". In 2021, ZIGSHENG has
also invested in the production of recycled polyester pellets and polyester fibers
from PET bottles. These environmentally friendly recycled fiber products have all
obtained the new version of GRS certification. In the future, ZIGSHENG will
continue to increase the number of recycled waste sources, provide
environmentally friendly recycled nylon and polyester fibers with stable quality,

and gradually increase the supply of environmentally friendly recycled fibers.
1.1.4.4 ZIS® High Count PP Fiber

The density of polypropylene fiber is 0.9 g/cm’, which is 20% lighter than
nylon fiber, 34% lighter than polyester fiber, and 40% lighter than rayon. It is the
lightest of all clothing fibers, can float on the water surface, and is not absorbent,
so it is very suitable for warm and quick-drying clothing fabrics. Due to its low
energy consumption and recyclable characteristics, it is an environmentally
friendly fiber.

In order to meet the more needs of existing customers, ZIGSHENG has
invested in the development and production of high-count polypropylene fibers in
2021, thereby replacing the difficulty of existing customers' reliance on imports.
In the early stage of development, PP fiber products can reach the fine denier
specification of 0.7 dpf. In the future, ZIGSHENG will continue to produce stably,
and will develop products with special specifications according to customer

needs.
1.1.4.5 Smart transformation of yarn manufacturing technology

As a pioneer in the introduction of automation equipment in the domestic
textile industry, ZIGSHENG has actively invested in the application of smart

technologies such as production automation, remote monitoring, data networking
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and Al (artificial intelligence) detection in recent years, driven by the trend of

smart manufacturing technology.

Since 2020, ZIGSHENG has begun to use Al detection technology to
detect four kinds of defects in the yarn bobbin. And it has the effect of gradually
replacing visual inspection, which can effectively reduce the burden of personnel
and improve the quality of inspection. ZIGSHENG will continue to expand the
application level of smart manufacturing in the future to optimize processes,
reduce energy consumption, reduce costs, save labor and increase product added
value, and move towards the goal of improving the overall competitiveness of

smart factories.

1.2 Summary of the business plan for 2022

1.2.1 Operating principles
1.2.1.1 Continue to implement differentiated, customized, and diverse products;
while expanding recycled, earth-friendly green products.
1.2.1.2 Distribute the market to avoid the operating risk, develope lightweight,
environmentally friendly products and keep ahead of trends to replace
metal components with engineering plastic. The compounding
department will continue to strengthen the sales into Japanese and
American automotive parts, bicycle parts, hand-tools, and home
furnishings.
1.2.1.3 Continuously promote new DTY products to start new trends while
supplying VF, PGA, NIKE and other large international sports brands.
1.2.1.4 Nylon filament

(1) The transformation of Nylon filament machines and the
integration of production lines have been completed one after
another. In response to the changes and development of the market,

a factory has been spinning a small number of diverse and
differentiated products.

(2) Spinning 2 expanded polyester POY, and in September last year, it
expanded POY by 1,500 tons/month, eliminating the poor
specifications of nylon labor, and improving the overall capacity
utilization rate of spinning mills to reduce costs.

(3) Spinning No. 2 left 24 spinning positions, and all of them
produced special products, and the payroll increased, which turned

losses into profits.



(4) Continue to expand the export market and strengthen the sales of
six major spindle products such as collagen/hydrophilic
nylon/GRS/original drawing yarn/high strength/ MONO
monofilament.

1.2.2 Estimated sales data
In accordance with regulations regarding “The implementation of public
disclosure systems to disclose or publish estimated company financial
information,” Zig Sheng is not required to disclose estimated financial

information for 2022.

1.2.3 Important production and sales strategies
1.2.3.1 Sustainable Development
The Management Team will continue paying close attention to ESG
issues in response to global promotion of sustainable development
trends. The Management Team will also perform risk analysis in the
areas of environmental sustainability, social engagement, and corporate
governance as it relates to company business; especially with respect to
the active formulation of countermeasures to address net-zero carbon
emissions requirements, including advocating for energy conservation
and reduced emissions. We will not only continue to upgrade to high
efficiency machinery and equipment, but also apply for carbon credits,
while planning to calculate the carbon footprint of our products and
develop renewable energy. The plans shall provide for the addition of a
560kW solar power plant in hopes of continued progress toward

sustainable development goals.

1.2.3.2 Product Research and Development

As an extension of our mid to long term product development strategy,
the Company will strive to create textile products with high added value
and to foster an earth friendly sustainability mindset that better serves
our customers. Optimizing various products including recycled nylon,
recycled fishing net nylon, recycled greige fabric yarns, recycled
finished fabric yarns; and functional textiles, such as

micro-environment management textiles, will not only create both
fashionable and functional products but also lead to more sustainable
green products for our customers and planet. The Chemical Materials

Division will strengthen our high performance Nylon 66 series



engineering plastics and the applications thereof. The Division
continues developing bio-based, antimicrobial, polypropylene (PP), and
acrylonitrile butadiene styrene (ABS) series products in response to

demand from larger global manufacturing customers.

1.2.3.3 Production and Sales Management

Fiber Division :

The Company currently produces a stable internal supply of polyester
POY. Our operations goal for 2022 is to expand the specifications of
recycled polyester. Upgrades to our DTY machines are now

complete and will help to improve product quality, reduce commodity
products, and leverage the benefits of vertically integrated nylon and
polyester production to strike a balance between internal production and
sales. This will hopefully increase overall operating efficiency at the

Company.

Chemical Materials Division :

Sales and profits will be tracked on a rolling monthly basis according to
annual goals. Production and sales policies will be adjusted immediately
in response to any changes in the market. The Division will increase
sales volume to stable long term customers and coordinate raw material
purchases to reduce inventory costs. Products will also be optimized to

reach profit objectives.

1.3 Company's future development strategy

The Coronavirus Pandemic has impacted the world for over two years.
International promotion has incurred huge losses across all industries. As the
Pandemic becomes widespread and the Coronavirus continues to mutate, several
countries have started treating the Coronavirus as an endemic disease. Border
controls are expected to relax in the second half of 2022. The Company will use
this opportunity to participate in several large-scale international exhibitions to
promote our outstanding products in overseas markets. We will work with all
related industries in support of developing trends like sustainability and the
curricular economy.

In 2022, Zig Sheng will commit to advancing issues like economic efficiency,
energy conservation and reduced emissions, sustainable development, and
corporate governance. We will strive to increase our market competitiveness and
expand the growth potential of our business as we strive to create the best possible

outcome for the Company, shareholders, and employees.
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1.4 The effect of external competition, the legal environment, and the overall
business environment

Total operating revenue in 2021 was NT$ 11.2 billion. Annual revenue grew
by 46%. This increase is attributed to higher prices for finished goods, lower
inventory costs, and effective restructuring of our production and product lines.
Net operating income was NT$ 645.11 million. Strong performance in addition to
profitable outside investments earned a total annual pre-tax net income of NT$
1.04 billion. The ratio of liabilities to assets : 32%, net value per share was

NT$13.75, and overall financial structure was lean and stable.

Quarantines amidst community transmission during the 2021 Coronavirus
outbreak in Taiwan affected operations of all major industries. The pandemic was
also felt strongly in Southeast Asia and India. Large production cuts in Southeast
Asian nations heavily impacted global supply chains. Taiwan gradually brought the
pandemic under control in the second half of the year. Production stabilized and
brand customers continued to place orders because of shipping delays and empty
retail shelves. Upstream industries benefited from this slight increase in
downstream demand. It proved to be a fruitful year for Zig Sheng’s synthetic fiber

manufacturing and petrochemical raw materials business.

Global oil prices rose sharply in 2021 as Brent Crude Futures went from
US$51.80 at the end of 2020 to US$88.44, an annual growth rate of more than
50%. The price of Nylon raw material Caprolactam (CPL) also increased from
USS$1,520/MT at the beginning of 2021 to US$2,150/MT. Steadily rising raw
material prices and favorable customer demand contributed to healthy growth of
the nylon industry. The price of polyester raw materials PTA and MEG remained
stable as factories in Mainland China expanded and eliminated smaller production

lines.

In the last few years, the Company has made adjustments to our nylon
polymerization, nylon engineering plastics, nylon spinning, and textured yarn
production lines in response to a changing industry and market. We’ve seen
concrete results with all our production lines running at near capacity. The
Company continues to strengthen our recycled product lines in order to meet

sustainability requirements in future markets.



Besides previous products like recycled fishing net, the Company also built a
new Ecozycle plant to manufacture recycled PET chips. The plant started
production in Q4 2021 and now provides a stable supply of recycled PET chips.
The plant ensures sufficient raw material supplies to produce quality recycled
polyester textured yarn. When coordinated with our newly established,
comprehensive polyester POY production lines, the Company can leverage the
advantages of vertical integration to produce polyester products. Integration with
upstream and downstream industries, alongside more frequent promotion tailored
to brand customers, will help us to develop custom specifications and provide new
functional textiles. As global brand customers adopt a larger proportion of recycled
yarn, Zig Sheng will be able to grow alongside our customers in accordance with
global trends to help our customers reach their goals.

10



II. Company Profile

2.1 Date of Incorporation : August 18, 1969
2.2 Company History :

Year

Milestones

1969

Z1G SHENG Industry Co., Ltd. was founded by Mr. Su Hsin, Mr. Su A-Lin and Mr. Yeh
Sou-Tsun, with a capital of NT$16 million under partnership.

1970

Operation of the " First DTY Plant " started .

1982

By leading the industry, first introduced high-speed friction type draw texturing machine,

which was the beginning of production automation at the time.

1990

Supplement the publicly issue, plan the stock IPO.

1992

" Second DTY Plant " was constructed. ZIG SHENG establishes Taiwan’s first fully

automatic plant.

1993

Company stock listed on Taiwan Stock Exchange. (TW : 1455)

1994

Approval ISO-9002 QA certification.

1997

" Third DTY Plant "started . Approval ISO - 9001 Quality Certification.

1998

Planning construction of line production Nylon Plant for production of Nylon chips and
yarn. The plant had been approved as an important investment by the " Industrial

Development Bureau " and was able to enjoy income tax free for 5 years.

2000

Nylon Spinning Plant start-up.

2001

PAG6 Polymerization Plant start-up.

2004

Expanded the " Second Nylon Polymerization Plant " .Expand of four production lines

the monthly output to 6,000 tons.

2006

Start-up of the second PA6 Polymerization Plant.

2007

Investment the second PA6 Polymerization Plant , in line with the provisions of the
"Incentive Measures for the Five-Year Exemption of Profit-making Enterprise Income
Tax for New Investment in Manufacturing and Related Technical Service Industries"
promulgated by the Executive Yuan, it has been profit-making enterprise income tax for

five consecutive years since 2009.

Approval OHSAS-18001 certification. (Occupational Health and Safety Management
System )

2008

Start-up Chemical Materials Business Division and Fiber Business Division

11




Year

Milestones

2009

Strengthened the connection of the website between the company and the Taiwan Stock
Exchange, completely - Won The 6th Listed Company Information Disclosure Evaluation

Progress Excellence Award.

2010

Approval ISO/TS 16949 automotive quality control system certification.

2011

Third PA6 Polymerization Plant and Second Nylon Spinning Plant were acquired.

2012

The Polyester Yarn Plant was officially put into operation.

2013

Start-up of the Third PA6 Polymerization Plant and the ATY Plant.

2014

ISO 14064-1 Greenhouse Gas Emissions Verification Statement was approval.

ISO 14001 Environmental Management System Certification was approval.

2015

The certification of GRS (Global Recycled Standard System) was approval.

2016

The Water Material Plant was constructed.

2017

The “Corporate Social Responsibility Report” was issued for the first time.

2019

From the OHSAS 18001 certification (Occupational Health and Safety Management
System), following the requirements of the new standard, smoothly transitioned to the

ISO 45001 occupational health and safety management system.

2020

The new Polyester Yarn Plant was built and put into operation in the first quarter. The

second construction has been done and installation completed.

2021

The new Ecocycle Plant start-up.
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III. Corporate Governance Report

3.1 Organization

3.1.1 Organizational Chart

Organizational Chart of Zig Sheng Industrial Co., Ltd.
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3.1.2 Responsibilities of Functional Committee and Main Departments

Main Department

Responsibilities

Audit Committee

According to the terms of reference listed in Article 6 of the
"Organizational Rules of Audit Committee" of the company.

Compensation Committee

® Formulating the company's compensation policies, systems,
standards and structures.

® Regularly evaluating the compensation of the company’s directors
and managers.

® Regularly reviewing the annual and long-term performance targets
of the company’s directors and managers.

Board Secretary Office

® Draft the contents of the board meeting and handle related matters of]
the meeting.
® Regularly evaluate board performance.

Corporate Governance Office

® Draft the contents of the shareholders’ meeting and handle related
matters of the meeting.

® Handle matters related to the election and appointment of directors,
and assist in the further study of directors.

® Analysis and promotion of the results of the corporate governance
evaluation of the Securities and Foundation, assisting in updating the
company's website to strengthen information disclosure.

® Formulate (amend) the company's articles of association and
relevant rules and regulations of corporate governance, and
formulate (amend) information disclosure, unified reporting and
management.

Audit Office

Assisting in the establishment and promotion of various management
systems; drafting, reviewing and reporting internal audit plans;
tracking and improving various major exceptional cases; supervising
and reviewing self-inspection operations of internal control.

President's Office

Assisting in the establishment and promotion of various management
systems, the ISO quality assurance system and the OHSAS
occupational safety and health system; project promotion,
improvement and inspection; holding business meetings; management
of company documents; assisting in the implementation of
computerized operations.

Finance Department

® Planning and execution of stock affairs, financial cashier, capital
scheduling and investment cases.

® Handling matters required by directors to effectively assist directors
in performing their duties and complying with relevant laws and
regulations.

Accounting Department

Establishment of accounting system and accounting treatment of
various accounting, taxation, and cost entries.

Administration Procurement of various materials, project contracting, property
General Department insurance, personnel and general affairs.
Management q q | |
i Coordinate computerized system planning, analysis, programming,
Division IT Department p Y p g ysis, prog g
software and hardware maintenance and database management.
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Main Department Responsibilities
Internal and external sales of Nylon/Polyester Textured Yarn
DTY Sales lanning and execution of marketing plans, market intelligence
Department P & & pans, &

Fiber Business

collection and analysis and new product business development.

Filament Sales
Department

Internal and external sales of Nylon/PET Filament, planning and
execution of marketing plans, market intelligence collection and
analysis and new product business development.

DTY Plant I, II and

Production, quality control and equipment maintenance of Nylon/

Division I Polyester Textured Yarn.
ATY Plant Alr.—textured Yarn production, quality control and equipment
maintenance.
. Research, promotion and after-sales service of development plans for
DTY R&D Section new Nylon/Polyester Textured Yarn products.
Nylon Spinning Production, quality control, equipment maintenance and after-sales
Plant I and II service of Nylon/PET Filament.
Nylon Chips Sales Intema} and external sale's of Nylon Chips, Planmng and e).(ecutlon of
marketing plans, market intelligence collection and analysis and new
Department .
product business development.
Internal and external sales of PA Compound and other chemical
Compounding Sales | materials, planning and execution of marketing plans, market
Department intelligence collection and analysis and new product business
Chemical development.
Material : . . .
ateria’s Nylon oy Production, quality control and after-sales service of Nylon Chips,
Business Polymerization recycled Chips and engineering plastics
Division Plant I and 1T y p g gp :
Ecocvele Plant Acquired waste bottle flakes as recycled raw materials to produce
Y bottle recycled PET chips.
Equipment Maintenance of equipment in Polymerization Plant I and II, Ecocycle
Operation Team Plant, Compounding Plant and R&D Center.
Compounding Plant Produ.ctlon and quality control of PA Compound and other chemical
materials.
Utility Section Operation and maintenance of public facilities.
Engineering Instrumepts and. Coqtrol circuit maintenance of instruments (meters) and production
Division Electronics Section | equipment.

Engineering Section

Major and expansion project planning, outsourcing and progress
control.

Innovation R&D Center

Developing production technologies for new products such as
advanced engineering plastics, functional fibers and industrial fibers.

Plant Affair Section

Coordinating and managing personnel, general affairs, materials,
storage and transportation in the plant area.

Labor Safety and Health Office

Planning and supervising the labor safety and health management of
various departments.
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3.2 Directors, Supervisors and Management Team
3.2.1 Directors and Supervisors

3.2.1.1 Information of directors and supervisors (1) : Shareholding and compensation
April 10,2022

. " ‘ " Shareholding by Nominee Executives, Directors or Supervisors Who are
. Nationality/ Gend Term ) Shareholding when Elected Current Shareholding Spouse & Minor Shareholding Arrangerxent . Spouses or within Two Dei;rees of Kinship
Titl Place of N ENAT | bate Elected Date Pirst Experience Other Position Remark(s)
lue Incorporaton ame Age (Years) Elected ( Education ) i (Note10)
Shares % Shares % Shares % | Shares | % Title Name | Relation
Male April 28, Department of ) YEH
Chairman R.O.C. YEH, SOU-TSUN 81-90 |June24,2019| 3 Years ‘1)998 ' 19,692,945 3.22 19,692,945 | 3.70 10,579,054 1.99 0 0 | Accounting, National | Note 1 Director TSUNG-HAO | Father and son None
Chengchi University
years old
Male National Taiwan Representative
’ June 13, University Institute of P
Director R.O.C. SU, PAT-HUANG 51-60 |June24,2019| 3 Years 2001 37,160,455 6.07 27,160,455 511 116,543 0.02 | 16,000,000 | 3.01 Industrial Engineering Note 2 | of corporate |SU,CING-YUAN|  brothers None
years old College of Engineering director
Supervisor
YI SHENG
Diesor | ROC. | WVESTHENTCO. | None | o2t 2010| 3 Years Jpet | 52,783,760 | 8.63 | 52,783,760 | 9.93 0 0 0 0 None  |reonitco| None | None | Nome | Nonme
| LTD.
! Male 0 Departlment of
Reprosenlatvel| ROC. | SUCNGYUMN | 6170 |mne2e.2019| 3¥ears | ot Note 4 0 | 26,912,389 |506| 25000 0 |16,000,000[3.01| ,eres | Note3 | Director | purrgme | botes | None
years old Tamkang University
Director ROC. | YEW TSUNGHAO Qﬂaé% wne2a,2019] 3Years | NS | 12492312 | 204 | 12,492,312 |2.35 48,033 0.01 0 0 |Finance Unversiyof} Note 5| Direct VEH, | Femerand N
QL ' yoars od ' 2007 AIZ, . AL, . ; . Southem Calfornia | NOt€ IrFéctor | sou-Tsun son one
Male Textile Eng_ineering Minister of
brecor | ROC. | |ougie | 7180 [wne2szoto| 3veas | Pe2t | 145468 | 0.02 | 145468 | 0.03 0 0 0 0 | edon  [erBusness None | Nome | Nome | None
years old Institute of Techr?ology Division
Male June 10 Department of
Director R.O.C. SU,PO-CHEN | 41-50 |June24,2019| 3 Years 2013 323,902 0.05 | 2523902 |047 713,278 0.13 0 0 chemisty | Note6 | None None None None
years old Tamkang University
. Female June 27, Department of
Director R.O.C. SU, EN-PING 31-40 |June24,2019| 3 Years 2016 512,000 0.08 759,000 0.14 0 0 0 0 | Chinese, National | Note 7 None None None None
years old Tsing Hua University
Independent Male June 27, Faculty of Law,
director R.O.C. 0U, YU-LUN 51-60 |[June24,2019| 3 Years 2016 0 0 0 0 0 0] 0] 0 National Taiwan Note 8 None None None None
years old University
Male Institute of Finance,
ndsperdent | ROC. | YUNENGYUMN | 8190 |wne2e20t0| 3Years | V2% 0 0 0 0 0 0 0 0 | National Chengehi | None | None | None | None | None
years old University
Male Department L_)f
nisperdent | ROC. | UNKOWU | 7180 |we2s20t0| 3Years | Ypel% 0 0 0 0 0 0 0 0 | Gncksng | Noted | None | Nome | Nome | None
years old University

Note 1 : Mr. YEH, SOU-TSUN presently acts as the Chairman of the company, presently and concurrently acts as the Director of Evertex Fabrinology Ltd.,
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Note 2 :

Note 3 :

Note 4 :

Note 5 :
Note 6 :
Note 7 -
Note 8 :
Note 9 :

Note 10

Representatives of corporate directors of Everest Textile CO.,LTD and Director of Eclat Textile CO., LTD.

Mr. SU, PAT-HUANG presently acts as the President of the company, presently and concurrently acts as the Supervisor of CHYANG SHENG
DYEING & FINISHING CO., LTD., Representatives of corporate supervisor of LILY TEXTILE CO., LTD., Director of LILY Entertainment
Corporation, Director of YI SHENG Investment CO., LTD., and Director of Qiang You Sheng Co., Ltd.

Mr. SU,CING-YUAN, presently and concurrently acts as the Director and President of LILY TEXTILE CO., LTD., the chairman of YI SHENG
Investment CO., LTD. and Supervisor of Qiang You Sheng Co., Ltd.

Mr. SU,CING-YUAN is the representative of the legal person director YI SHENG INVESTMENT CO., LTD. so there is no need to indicate that he
holds shares at the time of appointment.

Mr. YEH, TSUNG-HAO, Vice President of Chemical Materials Business Division of the Company, and Director of LILY Entertainment Corporation.
Mr. SU, PO-CHEN, Director and President of HONE-STRONG Industrial CO., LTD. and the Independent director of De Licacy Industrial Co., Ltd.
Ms. SU, EN-PING, Representatives of corporate supervisor of LILY Entertainment Corporation.

Mr. OU, YU-LUN, presently and concurrently acts as the Independent director of LEALEA Enterprise CO., LTD.

Mr. LIN, KO-WU, presently and concurrently acts as the Independent director of TAH HSIN Indrstrial CORP. and the Independent director of The
Landis Taipei Hotel Co., Ltd.

* Where the Chairman of the Board of Directors and the President or person of an equivalent post (the highest level manager) of a company are the
same person, spouses, or relatives within the first degree of kinship, the reason for, reasonableness, necessity thereof, and the measures adopted in
response thereto (such as increasing the number of independent director seats, and more than half of all directors must not concurrently serve as

employees or managers) must be disclosed.

Table I : Major shareholders of the institutional directors (April 10, 2022)

Name of corporate director Major shareholder Shareholding ratio(%)
YI SHENG INVESTMENT CO., LTD. SU, CING-YUAN 42.09
SU, PAT-HUANG 42.09
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3.2.1.2 Information of directors and supervisors (2)

(1) Disclosure of information on the professional qualifications of directors and

supervisors and the independence of independent directors :

Condition Concurrently serve
as other public
. . . offerings
Name Professional qualifications and Independence situation Number of
experience .
independent
directors of the
company
SC{}]i:a}lIrman Have more than five years of work |@D Non-directors and supervisors of None
SOU.TSUN experience required by the the company or its affiliates.

company and
None of the circumstances of
Article 30 of the Company Law.

Current position :
Chairman of the company

Relevant experience -

Director of Eclat Textile CO., LTD.
Director of Evertex Fabrinology
Ltd., Representatives of corporate
directors of Everest Textile
CO.LTD

Education :
Department of Accounting,
National Chengchi University

©)

Directors, supervisors or
employees of other companies
whose shares are not held by the
same person as directors or whose
majority of shares with voting
rights are controlled by the same
person.

Directors (directors), supervisors
(supervisors) or employees of other
companies or institutions that are
not the same person or spouse as
the chairman, general manager or
equivalent of the company.
Non-directors (directors),
supervisors (supervisors), managers
or shareholders holding more than
5% of the shares of specific
companies or institutions that have
financial or business dealings with
the company.

Non-professionals, sole proprietors,
partnerships, companies or
institutions that provide auditing
services for companies or affiliated
companies or whose accumulated
remuneration in the last two years
does not exceed NT$500,000 in
business, legal, financial,
accounting and other related
services Business owners, partners,
directors (council), supervisors
(supervisors), managers and their
spouses.

There is no Article 27 of the
Companies Act that provides for
the election of a government, a
legal person or its representative.
Non-directors and supervisors of
the company or its affiliates.
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Condition

Concurrently serve
as other public

Professional qualifications and S offerings
Name experience Independence situation Number of
independent
directors of the
company
Director Have more than five years of work | Non-directors and supervisors of None
SuU, experience required by the the company or its affiliates.
PAT-HUANG |company and ®@ Directors, supervisors or
None of the circumstances of employees of other companies
Article 30 of the Company Law whose shares are not held by the
same person as directors or whose
Current position : majority of shares with voting
President of the company rights are controlled by the same
person.
Relevant experience - ® Directors (directors), supervisors
Supervisor of CHYANG SHENG (supervisors) or employees of
DYEING & FINISHING CO., other companies or institutions
LTD., that are not the same person or
Representatives of corporate spouse as the chairman, general
supervisor of LILY TEXTILE CO., manager or equivalent of the
LTD,, company.
Director of Taiwan Synthetic @ Non-directors (directors),
Resins Manufacturers Association supervisors (supervisors),
Chairman of Taiwan Man-made managers or shareholders holding
Fiber Industries Association more than 5% of the shares of
specific companies or institutions
Education : that have financial or business
National Taiwan University dealings with the company.
Institute of Industrial Engineering |® Non-professionals, sole
College of Engineering proprietors, partnerships,
companies or institutions that
provide auditing services for
companies or affiliated companies
or whose accumulated
remuneration in the last two years
does not exceed NT$500,000 in
business, legal, financial,
accounting and other related
services Business owners,
partners, directors (council),
supervisors (supervisors),
managers and their spouses.
® There is no Article 27 of the

Companies Act that provides for
the election of a government, a
legal person or its representative.
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Condition

Concurrently serve
as other public

Professional qualifications and L offerings
Name experience Independence situation Number of
independent
directors of the
company
Director Have more than five years of work Non-directors and supervisors of None
YI SHENG experience required by the the company or its affiliates.
INVESTMEN |company and Directors, supervisors or
T CO.,LTD. |None of the circumstances of employees of other companies
Representative |Article 30 of the Company Law whose shares are not held by the
: same person as directors or whose
SU,CING-YU |Current position : majority of shares with voting
AN President of LILY TEXTILE CO., rights are controlled by the same

LTD.,

Relevant experience -

Director of LILY TEXTILE CO.,
LTD.,

Chairman of YI SHENG
Investment CO., LTD.

Education :
Department of Business
Aministration, Tamkang University

person.
Directors (directors), supervisors
(supervisors) or employees of
other companies or institutions
that are not the same person or
spouse as the chairman, general
manager or equivalent of the
company.

Non-directors (directors),
supervisors (supervisors),
managers or shareholders holding
more than 5% of the shares of
specific companies or institutions
that have financial or business
dealings with the company.
Non-professionals, sole
proprietors, partnerships,
companies or institutions that
provide auditing services for
companies or affiliated companies
or whose accumulated
remuneration in the last two years
does not exceed NT$500,000 in
business, legal, financial,
accounting and other related
services Business owners,
partners, directors (council),
supervisors (supervisors),
managers and their spouses.
There is no Article 27 of the
Companies Act that provides for
the election of a government, a
legal person or its representative.
Non-employees of the company or
its affiliates.
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Condition

Concurrently serve
as other public

Professional qualifications and S offerings
Name . Independence situation Number of
experience .
independent
directors of the
company
Director Have more than five years of work | Non-directors and supervisors of None
YEH, experience required by the the company or its affiliates.
TSUNG-HAO |company and ®@ Directors, supervisors or

None of the circumstances of
Article 30 of the Company Law

Current position :

Vice President of Chemical
Materials Business Division of the
Company

Relevant experience -
Director of LILY Entertainment
Corporation.

Education :
Finance, University of Southern
California

employees of other companies
whose shares are not held by the
same person as directors or whose
majority of shares with voting
rights are controlled by the same
person.

® Directors (directors), supervisors

(supervisors) or employees of
other companies or institutions
that are not the same person or
spouse as the chairman, general
manager or equivalent of the
company.

@ Non-directors (directors),

supervisors (supervisors),
managers or shareholders holding
more than 5% of the shares of
specific companies or institutions
that have financial or business
dealings with the company.

® Non-professionals, sole

proprietors, partnerships,
companies or institutions that
provide auditing services for
companies or affiliated companies
or whose accumulated
remuneration in the last two years
does not exceed NT$500,000 in
business, legal, financial,
accounting and other related
services Business owners,
partners, directors (council),
supervisors (supervisors),
managers and their spouses.

® There is no Article 27 of the

Companies Act that provides for
the election of a government, a
legal person or its representative.

@ Legal person shareholders who do

not directly hold more than 5% of
the total issued shares of the
company, who hold the top five
shares, or who designate a
representative to serve as a
director or supervisor of the
company in accordance with
paragraph 1 or 2 of Article 27 of
the Company Law. person or
employee.
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Condition

Professional qualifications and

Independence situation

Concurrently serve as
other public offerings
Number of

Name experience independent directors

of the company
Director Have more than five years of work @ Non-directors and supervisors of the None
LIANG, experience required by the company company or its affiliates.

LONG-SHIANG

and
None of the circumstances of Article 30
of the Company Law

Current position :
Senior Vice President of the Company

Relevant experience :
Head of the Fiber Business Department
of the company

Education -
Textile Engineering Section, National
Taipei Institute of Technology

®@ Directors, supervisors or employees of

®

other companies whose shares are not
held by the same person as directors or
whose majority of shares with voting
rights are controlled by the same person.
Directors (directors), supervisors
(supervisors) or employees of other
companies or institutions that are not the
same person or spouse as the chairman,
general manager or equivalent of the
company.

Non-directors (directors), supervisors
(supervisors), managers or shareholders
holding more than 5% of the shares of
specific companies or institutions that
have financial or business dealings with
the company.

Non-professionals, sole proprietors,
partnerships, companies or institutions
that provide auditing services for
companies or affiliated companies or
whose accumulated remuneration in the
last two years does not exceed
NT$500,000 in business, legal,
financial, accounting and other related
services Business owners, partners,
directors (council), supervisors
(supervisors), managers and their
spouses.

There is no Article 27 of the Companies
Act that provides for the election of a
government, a legal person or its
representative.

Non-personal shareholders who are not
themselves and their spouses, minor
children or natural person shareholders
who hold more than 1% of the
company's total issued shares or hold the
top ten shares in the name of others.
Legal person shareholders who do not
directly hold more than 5% of the total
issued shares of the company, who hold
the top five shares, or who designate a
representative to serve as a director or
supervisor of the company in
accordance with paragraph 1 or 2 of
Article 27 of the Company Law. person
or employee.

There is no relationship between

spouses or relatives within the second
degree of kinship with other directors.
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Condition

Professional qualifications and

Independence situation

Concurrently serve as
other public offerings
Number of

Name experience independent directors
of the company
Director Have more than five years of work ®  Non-directors and supervisors of the None
SU, PO-CHEN |experience required by the company company or its afﬁhates.
®@ Directors, supervisors or employees of

and
None of the circumstances of Article 30
of the Company Law

Current position :
President of HONE-STRONG
Industrial CO., LTD.

Relevant experience :

Director of HONE-STRONG
Industrial CO., LTD.

Independent director of De Licacy
Industrial CO., LTD.

Audit Committee and Remuneration
Committee of De Licacy Industrial
CO., LTD.

Education :
Department of Chemistry Tamkang
University

other companies whose shares are not
held by the same person as directors or
whose majority of shares with voting
rights are controlled by the same
person.

Directors (directors), supervisors
(supervisors) or employees of other
companies or institutions that are not
the same person or spouse as the
chairman, general manager or
equivalent of the company.
Non-directors (directors), supervisors
(supervisors), managers or
shareholders holding more than 5% of
the shares of specific companies or
institutions that have financial or
business dealings with the company.
Non-professionals, sole proprietors,
partnerships, companies or institutions
that provide auditing services for
companies or affiliated companies or
whose accumulated remuneration in
the last two years does not exceed
NT$500,000 in business, legal,
financial, accounting and other related
services Business owners, partners,
directors (council), supervisors
(supervisors), managers and their
spouses.

There is no Article 27 of the
Companies Act that provides for the
election of a government, a legal
person or its representative.
Non-employees of the company or its
affiliates.

Non-personal shareholders who are
not themselves and their spouses,
minor children or natural person
shareholders who hold more than 1%
of the company's total issued shares or
hold the top ten shares in the name of
others.

Spouses, relatives within the second
degree of kinship, or lineal relatives
within the third degree of kinship, who
are not the managers listed in (8) or
the persons listed in (1) and (9).

Legal person shareholders who do not
directly hold more than 5% of the total
issued shares of the company, who
hold the top five shares, or who
designate a representative to serve as a
director or supervisor of the company
in accordance with paragraph 1 or 2 of
Article 27 of the Company Law.
person or employee.

There is no relationship between
spouses or relatives within the second
degree of kinship with other directors.
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Condition

Professional qualifications and

Independence situation

Concurrently serve as
other public offerings
Number of

Name experience independent directors
of the company

Director Have more than five years of work @ Non-directors and supervisors of the

SU, EN-PING |experience required by the company company or its affiliates.

and
None of the circumstances of Article 30
of the Company Law.

Current job and related experience
Representatives of corporate supervisor
of LILY Entertainment Corporation.

Education :
Department of Chinese, National Tsing
Hua University

®

Directors, supervisors or employees of
other companies whose shares are not
held by the same person as directors or
whose majority of shares with voting
rights are controlled by the same person.
Directors (directors), supervisors
(supervisors) or employees of other
companies or institutions that are not the
same person or spouse as the chairman,
general manager or equivalent of the
company.

Non-directors (directors), supervisors
(supervisors), managers or sharcholders
holding more than 5% of the shares of
specific companies or institutions that
have financial or business dealings with
the company.

Non-professionals, sole proprietors,
partnerships, companies or institutions
that provide auditing services for
companies or affiliated companies or
whose accumulated remuneration in the
last two years does not exceed
NT$500,000 in business, legal,
financial, accounting and other related
services Business owners, partners,
directors (council), supervisors
(supervisors), managers and their
spouses.

There is no Article 27 of the Companies
Act that provides for the election of a
government, a legal person or its
representative.

Non-employees of the company or its
affiliates.

Non-personal shareholders who are not
themselves and their spouses, minor
children or natural person shareholders
who hold more than 1% of the
company's total issued shares or hold the
top ten shares in the name of others.
Spouses, relatives within the second
degree of kinship, or lineal relatives
within the third degree of kinship, who
are not the managers listed in (8) or the
persons listed in (1) and (9).

Legal person shareholders who do not
directly hold more than 5% of the total
issued shares of the company, who hold
the top five shares, or who designate a
representative to serve as a director or
supervisor of the company in
accordance with paragraph 1 or 2 of
Article 27 of the Company Law. person
or employee.

There is no relationship between
spouses or relatives within the second
degree of kinship with other directors.
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Condition Concurrently serve as
Professional qualifications and L other public offerings
experience Independence situation Number of
Name p independent directors
of the company
Independent Have more than five years of work ® Non-directors and supervisors of the 1
director OU, experience required by the company company or its afflllates.
YU-LUN d Directors, supervisors or employees of other
an . . companies whose shares are not held by the
None of the circumstances of Article 30 same person as directors or whose majority of]
of the Company Law shares with voting rights are controlled by the
same person.
Current position : ® Directors (directors), supervisors
Practicing Lawyer at Li Yang Law (supervisors) or employees of other
Fi companies or institutions that are not the
rm same person or spouse as the chairman,
general manager or equivalent of the
Relevant experience : company.
Audit Committee and Remuneration ~ |® Non-directors (directors), supervisors
Committee of the Company (current (supervisors), managers or shareholders
" holding more than 5% of the shares of
position) . . o
) specific companies or institutions that have
Independent director of LEALEA financial or business dealings with the
Enterprise CO., LTD. company.
Audit Committee and Remuneration ~ |® Non-professionals, sole proprietors,
Committee of LEALEA Enterprise partnerships, companies or institutions that
CO.. LTD provide auditing services for companies or
N ’ . o affiliated companies or whose accumulated
Arbiter at the Chinese Arbitration remuneration in the last two years does not
Association, Taipei exceed NT$500,000 in business, legal,
Judge at the Shilin District Court financial, accounting and other related
Court Summary Judge at the Taipei services Business owners, partners, directors
District Court (council), supervisors (supervisors),
managers and their spouses.
® There is no Article 27 of the Companies Act
Education : that provides for the election of a
Faculty of Law, National Taiwan government, a legal person or its
University representative.
Non-employees of the company or its
affiliates.
h}dependent Have more than five years of work Non-personal shareholders who are not None
director experience required by the company themselves and their spouses, minor children
Yu, and or natural person shareholders who hold more
NENG-YUAN o ' :
None of the circumstances of Article 30 than 1% of the company's total issued shares
or hold the top ten shares in the name of
of the Company Law others
® Spouses, relatives within the second degree
Relevant experience : of kinship, or lineal relatives within the third
p
Audit Committee and Remuneration degree of kinship, who are not the managers
Committee of the Company (current listed in (8) or the persons listed in (1) and
i, ).
position) o Legal person shareholders who do not
Served as Deputy Minister of the directly hold more than 5% of the total issued
Taxation Agency, Ministry of Finance. shares of the company, who hold the top five
(Retire) shares, or who designate a representative to
Former Director of China P&C serve as a director or supervisor of the
Insurance Compan company in accordance with paragraph 1 or 2
P y of Article 27 of the Company Law. person or
Former Supervisor of Bank of employee.
Communications, Mega Bank and @ There is no relationship between spouses or

Mega Financial Holdings

Education :
Institute of Finance, National Chengchi
University

relatives within the second degree of kinship
with other directors.
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Condition

Name

Professional qualifications and
experience

Independence situation

Concurrently serve as
other public offerings
Number of
independent directors
of the company

Independent
director
LIN, KO-WU

Have more than five years of work
experience required by the company
and

None of the circumstances of Article 30
of the Company Law.

Current position :
Certified Public Accountant of First
United Certified Public Accountants

Relevant experience :

Audit Committee and Remuneration
Committee of the Company (current
position)

Independent director of TAH HSIN
Indrstrial CORP.

Audit Committee, Remuneration
Committee of TAH HSIN Indrstrial
CORP.

Independent director of The Landis
Taipei Hotel Co., Ltd.

Former Director of First United
Accounting Firm

Education :
Department of Accounting, National
Chung Hsing University

Non-directors and supervisors of the
company or its affiliates.

Directors, supervisors or employees of other
companies whose shares are not held by the
same person as directors or whose majority of]
shares with voting rights are controlled by the
same person.

Directors (directors), supervisors
(supervisors) or employees of other
companies or institutions that are not the
same person or spouse as the chairman,
general manager or equivalent of the
company.

Non-directors (directors), supervisors
(supervisors), managers or shareholders
holding more than 5% of the shares of
specific companies or institutions that have
financial or business dealings with the
company.

Non-professionals, sole proprietors,
partnerships, companies or institutions that
provide auditing services for companies or
affiliated companies or whose accumulated
remuneration in the last two years does not
exceed NT$500,000 in business, legal,
financial, accounting and other related
services Business owners, partners, directors
(council), supervisors (supervisors),
managers and their spouses.

There is no Article 27 of the Companies Act
that provides for the election of a
government, a legal person or its
representative.

Non-employees of the company or its
affiliates.

Non-personal shareholders who are not
themselves and their spouses, minor children
or natural person shareholders who hold more
than 1% of the company's total issued shares
or hold the top ten shares in the name of
others.

Spouses, relatives within the second degree
of kinship, or lineal relatives within the third
degree of kinship, who are not the managers
listed in (8) or the persons listed in (1) and
).

Legal person shareholders who do not
directly hold more than 5% of the total issued
shares of the company, who hold the top five
shares, or who designate a representative to
serve as a director or supervisor of the
company in accordance with paragraph 1 or 2
of Article 27 of the Company Law. person or
employee.

There is no relationship between spouses or
relatives within the second degree of kinship
with other directors.

2

26




(2) Diversity and independence of the board of directors: the company currently has ten
directors in the eighteenth session (including three independent directors)

@ Diversification of the board of directors :

Based on the policy of diversification and strengthening of corporate

governance, the company promotes the development of the composition and

structure of the board of directors. To measure professional background,

integrity or relevant professional qualifications, etc., after the resolution of

the board of directors is passed, it will be sent to the shareholders' meeting

for election. The composition of the board of directors should not exceed

one-third of the number of directors who also serve as managers of the

company, and formulate appropriate diversification policies based on their

own operations, operational patterns and development needs, including but

not limited to the following :

® Basic conditions and values : gender, age, nationality and culture.

® Professional knowledge and skills : operational judgment, accounting
and financial analysis, business management, management ability,
crisis management ability, industry knowledge, international market
outlook, leadership ability and decision-making ability.

® Please refer to page 32 of this annual report for the implementation of
the Company's Board of Directors Diversity Policy.

® The specific management objectives and achievement of the diversity
policy for the composition of directors are as follows :

Board Diversity Management Goals Achievement

1. The chairman of the company and the general manager or
other persons of equivalent rank (the top manager) are not
the same person or are each other's spouses or first-degree
relatives.

Reach

2. No more than two directors of the company are spouses or

relatives within the second degree of kinship. Reach

3. The company's board of directors must include at least one

female director. Reach

4. Among the directors of the company, the number of
employees who are employees of the company, parent,
child or brother company is less than (including) one third
of the number of directors.

Reach

5. A single legal person organization and its subsidiaries

account for less than one-third of the board seats. Reach

6. The term of at least two independent directors does not

exceed three terms. Reach
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@ Independence of the board of directors :

® As of the end of 2021, all independent directors have met the regulations of
the Securities and Futures Bureau of the Financial Supervisory Commission
for independent directors.

® None of the directors and independent directors are subject to items 3 and 4
of Article 26-3 of the Securities and Exchange Act.

® Educational background, gender and work experience of each director
(please refer to page 16~17 of this annual report for information on
directors).

® The Board of Directors of the Company is independent.
(Please refer to pages 18~26 of this annual report, Disclosure of
Professional Qualifications of Directors and Independence of Independent

Directors).
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3.2.2 Management Team

April 10,2022

Spouse & Minor Shareholding Managers who are Spouses
. _ Shareholding Shareholdin by Nominee Experience Other or Within Two Degrees of | Remark(s)
Title Nationality Name Gender | Date Effective 9 Arrangement . 3 Kinship
( Education ) Position : : (Note 2)
Shares | % | Shares | % Shares | % Title | Name | Relation
Natior)al Taiwan University
presiient | R.O.C.| SU, PAT-HUANG | Male May 27,2004 | 27,160,455 | 5.11 | 116,543 | 0.02 | 16,000,000 | 3.01 [ fereeet e, Note1 | None | None | None None
Engineering
Textile Engineering Section,
Senior Vice President | R.0.C. |LIANG, LONG-SHIANG | Male January 1,2008 | 145,468 | 0.03 0 0 0 0 National Taipe Institute of None None | None None None
Technology
Vice President of Finance. University of Southern Director of  LILY
Chemical Materials | R.0.C. | YEH, TSUNG-HAO | Male |September1,2007|12,492,312| 2.35 | 48,033 0.01 0 0 " Calforna Entertainment | None | None None None
Business Division Corporation
Vice President of Fiber Mgs‘ter °f. Busine§s
Business Division R.O.C. YEH,PI-LU Male January 27,2014 | 635,159 0.12 942 0 0 0] A%T]lnlstr;;t_l%n,_Natlfznal None None None None None
engchi University
Assistant Vice : Nanya Technical College
Prsidntof e R.O.C.| LINCHING-CHUAN | Male April 1,2021| 50,000 | 0.01 0 0 0 0 Textle Facully None None | None None None
usiness Division
V?c_e President of the B )
Mo homea’ |R.0.C.|  YOU,CONG-HIH | Male | February1,2018| 46,113 | 0.01 0 0 0 0 | e | None | None | None | None None
Office
Plant manager of PhD in Organic Polymer of
Nylon Pgllymerization R.O.C. ZENG,YU-CI Male | February1,2018| 35,927 0.01 0 0 0 0 National TTaiﬁei }Jniversity of None None | None None None
ant ‘echnology
Vice President of )
vognent | RO.C.| KUOSHIH-CHENG | Male March 1,2000 | 7,059 0 75 0 0 0 | P etiemed® | None | None | None | None None
Division
Vice President of Accounting Statistics Section of
Financial Department R.O.C.| YEN,CHUNG-TZU |Female July 1,1994 0 0 0 0 0 0 National T(a:ig"eei;eommercial None None None None None
Manager of Taipei Business School Attached
Accounting R.O.C. | CHENG, CHIU-YUEH |Female| January7,2022| 10,303 0 485 0 0 0 to Air School Business None None | None None None
Department(Note 3) Management Division
) ) Ph.D. Graduate School of Fiber
Assistant Vice and Polymer Engineering
Presltézr:tg: rRed | R.O.C. LIN,YU-TANG Male | November 1,2020| 60,185 | 0.01 0 0 0 O | National Taiwan University of None None | None None None
Science and Technology
Note 1 : Mr. SU, PAT-HUANG presently acts as the President of the company, presently and concurrently acts as the Supervisor of CHYANG SHENG DYEING & FINISHING CO., LTD., Representatives of

corporate supervisor of LILY TEXTILE CO., LTD., Director of LILY Entertainment Corporation, Director of YI SHENG Investment CO., LTD., and Director of Qiang You Sheng Co., Ltd.
Note 2: Where the President or person of an equivalent post (the highest level manager) and Chairman of the Board of Directors are the same person, spouses, or relatives within the first degree of kinship, the
reason for, reasonableness, necessity thereof, and the measures adopted in response thereto (such as increasing the number of independent director seats, and more than half of all directors must not
concurrently serve as employees or managers) must be disclosed.

Note 3 :

retired on February 28, 2022.
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3.3 Remuneration paid to directors, supervisors, Presidents and Vice presidents in the most recent year :

3.3.1 Remuneration of general directors and independent directors (Individual disclosure of names and payment methods)

Unit : NT$ thousands

Ratio of total

Remuneration Ratio of Total Relevant Remuneration Received by Directors Who are Also Employees .
Remuneration Compensatlog i ‘
Base C tion (A) Directors (A+B+C+D) to Net Salary, Bonuses, and Empl c on (G (A+B+Cr:D0)m ;;: their ?emunerauon
ase Compensation (. Severance Pay (B) Compensation(C) Allowances (D)(Note 3) Income (%) Allowances (E) Severance Pay (F) mployee Compensation (G) P N P o rom ventures
(Note 1) (Note 5) to net income (%)(Note other than
. (Note 2) (Note 6) (Note 4) i
Title Name 6) subsidiaries or
IAll companies| Companies in Companies in Companies in Companies in Companies in Companies in ICompanies in the| Companies in| from the parent
in the the the the the the the consolidated the company
Th .
cor:-lhfm consolidated co;xrlh:n consolidated co[;r]h:.n consolidated cor:-lhfm consolidated cor-{lh:n consolidated co;xrlh:n consolidated co;xrlh:n consolidated © company financial co;xrlh:n consolidated (Note 7)
PANY| " financial pany financial PANY | financial PANY | financial PANY | financial PANY | financial PAY | financial statements PAY | financial
statements statements statements statements statements statements statements | Cash | Stock | Cash | Stock statements
Chairman [YEH,SOU-TSUN
Director  |SU, PAT-HUANG
. YEH,
Director TSUNG-HAO
Director LIANG,
LONG-SHIANG
Director SU, EN-PING
0 0 0 0 31,723 31,723 2,550 2,550 3.7250 3.7250 32,770 32,770 0 0 0 0 0 0 7.2866 7.2866 None
Director SU, PO-CHEN
SU,CING-YUAN,
Director Representative of
Yisheng Investment
Co., Ltd.
Indc{pcndcnt OU, YU-LUN
Director
Indc{pcndcnt LIN, KO-WU
Director
Independent YU,
Director NENG-YUAN
1. Please describe the policy, system, standard and structure for the remuneration to independent directors, and the correlation between duties, risk, and time input with the amount of remuneration : None.
2. Other than disclosure in the above table, Directors remunerations earned by providing services (e.g. providing consulting services as a non-employee) of the Company in the most recent fiscal year : None.
Note : The chairman of the board has a driver, and the annual remuneration in 2021 is NT$773 thousand.
Note : The president has a driver, and the annual remuneration in 2021 is NT$416 thousand. (New coming in May 2021)
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Range of Remuneration

Remuneration of Directors ,Range of Remuneration

Directors’ Name

The total of remunerations. (A+B+C+D)

The total of remunerations. (A+B+C+D+E+F+QG)

Companies in the

Companies in the

The company(Note7) consolidated financial The company(Note7) consolidated financial
statements statements
OU, YU-LUN OU, YU-LUN OU, YU-LUN OU, YU-LUN
Under NT$1,000,000 LIN, KO-WU LIN, KO-WU LIN, KO-WU LIN, KO-WU

YU, NENG-YUAN

YU, NENG-YUAN

YU, NENG-YUAN

YU, NENG-YUAN

NT$1,000,000(inclusive)~NT$2,000,000(exclusive) None None None None
NT$2,000,000(inclusive)~NT$3,500,000(exclusive) None None None None
SU, PAT-HUANG SU, PAT-HUANG
YEH, TSUNG-HAO YEH, TSUNG-HAO
LIANG, LONG-SHIANG | LIANG, LONG-SHIANG SU, EN-PING SU, EN-PING
SU, EN-PING SU, EN-PING SU, PO-CHEN SU, PO-CHEN
NT$3,500,000(inclusive)~ NT$5,000,000(exclusive) SU ’ PO-CHEN SU ’P O-CHEN Representative of Yi Sheng| Representative of Yi Sheng

Representative of Yi Sheng
Investment Co., Ltd.
SU,CING-YUAN

Representative of Yi Sheng
Investment Co., Ltd.
SU,CING-YUAN

Investment Co., Ltd.
SU,CING-YUAN

Investment Co., Ltd.
SU,CING-YUAN

NT$5,000,000(inclusive)~10,000,000(exclusive)

YEH,SOU-TSUN

YEH,SOU-TSUN

YEH, TSUNG-HAO

YEH, TSUNG-HAO

SU, PAT-HUANG

SU, PAT-HUANG

NT$10,000,000(inclusive)~15,000,000(exclusive) None None LIANG, LONG-SHIANG | LIANG, LONG-SHIANG
NT$15,000,000(inclusive)~30,000,000(exclusive) None None YEH,SOU-TSUN YEH,SOU-TSUN
NT$30,000,000(inclusive)~50,000,000(exclusive) None None None None
NT$50,000,000(inclusive)~100,000,000(exclusive) None None None None

Over NT$100,000,000 None None None None

Total 10 10 10 10
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Note 1 :
Note 2 :
Note 3 :

Note 4 :

Note 5 :

Note 6 :
Note 7 :

Note8 :

Refers to the remuneration of directors for the most recent year (including the directors’ salary, allowance, severance pay, various bonuses, rewards etc.).

The amount of directors’ remuneration appropriated in the most recent year and approved by the board of directors.

Refers to the relevant business execution expense of directors in the most recent year (including transportation fee, special allowances, various subsidies,
accommodation, company vehicles and other physical offers etc.) When there are expenses for housing, car or other transportation tools or specialized personal
expense, the asset nature and cost provided shall be disclosed, and the rent shall be calculated according to the actual or fair market price, gasoline fee and other
payments. If drivers are provided, please describe the compensation to relevant drivers paid by the company, but not counted as the remuneration.

Refers to the expense for the compensation, including salary, allowance, severance pay, various bonuses, rewards, transportation fee, special allowances, various
subsidies, accommodation, company car etc. and physical offers etc., collected by directors concurrently acting as employees (including adjunct President, Vice
President, other Managers and employees). When there are expenses for housing, car or other transportation tools or specialized personal expense, the asset nature
and cost provided shall be disclosed, and the rent shall be calculated according to the actual or fair market price, gasoline fee and other payments. If drivers are
provided, please describe the compensation to relevant drivers paid by the Company, but not counted as the remuneration. In addition, for the salary expense
recognized according to IFRS 2 “Share-Based Payment”, including the employee stock warrants, new restricted employee shares and participation in subscription
of shares for capital increase by cash, it shall also be counted as part of the remuneration.

Refers to where directors concurrently acting as employees (including adjunct President, Vice President, other Managers and employees) obtain employees’
remuneration (including stocks and cash), the employees’ remuneration amount appropriated in the most recent year based on the approval of the board of directors
shall be disclosed.

Net income refers to the net income of an entity or individual financial statements of the most recent year.

a. This field shall clearly indicate the relevant compensation amount received by the directors of the Company from non-consolidated affiliates.

b. The compensation refers to the remuneration and salary received by directors acting as directors, supervisors or managers of investees other than subsidiaries
(including salaries of employees, directors and supervisors) and business execution expenses etc.

The Company pays the total amount of remuneration to each director, and discloses the name of the director in the rank to which they belong
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3.3.2 Remuneration of Supervisors: Not applicable. The Company had replace supervisors with audit committee from June 26, 2019.

3.3.3 Remuneration of the President and Vice President (Individual disclosure of names and payment methods)

Ratio of total compensation| Remuneration
Salary(A) Severance Pay (B) Bonuses and Allowances Employee Compensation (D) (A+B+C+D) and their |from ventures
(Note 1) (C) (Note 2) (Note 3) proportion other than
to net income (%)(Note 4) |subsidiaries or
Tide Name Companies in the] Companies in the] Companies in the] The compan Coggﬁsgllf;altzéhe The Companies in the frorclz)tge;arent
The consolidated The consolidated The consolidated pany . consolidated pany
. . . financial statements |compan .
company financial company financial company financial financial (Note 5)
statements statements statements Cash Stock Cash Stock y statements
President SU, PAT-HUANG
Senior Vice President [LIANG, LONG-SHIANG
Vice President YEH, TSUNG-HAO
Vice President YEH, PI-LU 14,826 14,826 0 0 25,037 25,037 407 0 407 0 4.3769 4.3769 0
Vice President KUO, SHIH-CHENG
Vice President YU, TSUNG-CHIH
Vice President YEN, CHUNG-TZU

Range of Remuneration

Remuneration of the Presidents and Vice Presidents Range of
Remuneration

Presidents and Vice Presidents’ Name

The company (Note 6)

Companies in the consolidated financial statements

Under NT$1,000,000 None None
NT$1,000,000(inclusive)~NT$2,000,000(exclusive) None None
NT$2,000,000(inclusive)~NT$3,500,000(exclusive) None None

NT$3,500,000(inclusive)~ NT$5,000,000(exclusive)

YEH, TSUNG-HAO
YU, TSUNG-CHIH
YEH, PI-LU
KUO, SHIH-CHENG

YEH, TSUNG-HAO
YU, TSUNG-CHIH
YEH, PI-LU
KUO, SHIH-CHENG

NTS$5,000,000(inclusive)~10,000,000(exclusive)

SU, PAT-HUANG
LIANG, LONG-SHIANG
YEN, CHUNG-TZU

SU, PAT-HUANG
LIANG, LONG-SHIANG
YEN, CHUNG-TZU

NT$10,000,000(inclusive)~15,000,000(exclusive) None None
NT$15,000,000(inclusive)~30,000,000(exclusive) None None
NT$30,000,000(inclusive)~50,000,000(exclusive) None None
NT$50,000,000(inclusive)~100,000,000(exclusive) None None
Over NT$100,000,000 None None
Total 7 7
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Note 1 :

Note 2 :

Note 3 :

Note 4 :
Note 5

Note 6 :

Refers to the salary, allowance, severance pay for the President and Vice Presidents in the most recent year.

Refers to various bonuses, rewards, transportation fees, special allowances, various subsidies, accommodation, company car and physical offers etc. as well as
other remuneration amounts. In addition, for the salary expense recognized according to IFRS 2 “Share-Based Payment”, including the employee stock warrants,
new restricted employee shares and participation in subscription of shares for capital increase by cash, it shall also be counted as part of the remuneration.

The employees’ remuneration (including stocks and cash) appropriation for President and Vice Presidents approved by the board of directors for the most recent
year shall be disclosed.

The net income refers to the net income of the most recent year. Where the IFRS standard is adopted, the net income refers.

The compensation refers to the remuneration and salary received by the President and Vice President acting as directors, supervisors or managers at investees other
than subsidiaries (including salaries of employees, directors and supervisors) and business execution expenses, etc.

The Company pays the total amount of remuneration to each president and vice president, and discloses the name of the director in the rank to which they belong.
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3.3.4 Name of managers with distribution of employees’ remuneration and distribution

status :
Proportion of
k h 1
Title Name Stoc Cas Total total amount to
amount | amount net profit after
tax (%)
President SU, PAT-HUANG
. . . LIANG,
Senior Vice President LONG-SHIANG
Vlc§ Premd.er?t ‘of Chemical Materials YEH, TSUNG-HAO
Business Division
VI.CC. ?remdent of Fiber Business YE, PI.LU
Division
Assi ice Presi fFi
Manager ss1'stant V?cc'e : resident of Fiber LIN.CHING-CHUAN
Business Division
Vice President of the Ministry of Works YU, TSUNG-CHIH 0 797 797 0.08

and Plant Management Office

Plant manager of Nylon Polymerization
Plant

ZENG, YU-CI

Vice President of General Management
Division

KUO, SHIH-CHENG

Vice President of Financial Department

YEN, CHUNG-TZU

Assistant Vice President of R&D
Center

LIN, YU-TANG

Assistant Vice President of Accounting
Department

CHEN,CI-HUANG

3.3.5 Separately compare and describe total remuneration, as a percentage of net income
stated in the Company only financial reports or individual financial reports, as paid by
the Company and by each other company included in the consolidated financial
statements during the past 2 fiscal years to directors, supervisors, president, and
assistant presidents, and analyze and describe remuneration policies, standards, and
packages, the procedure for determining remuneration, and its linkage to operating
performance and future risk exposure :

Proportion of total remuneration to net profit after tax

year 2020 2021
Title 2020 Consolidated 2021 Consolidated
Director
- : - (77.10%) (77.10%) 9.49% 9.49%
President and Vice president

Note : The remuneration or salary of the directors, supervisors and (deputy) President is based on the distribution and salary system
standard of the company's articles of association. The salary structure includes the salary, job allowance, transportation
allowance, performance bonus, etc., and is based on the company's annual profitability , With reference to the difference in
their position, seniority and work performance, and give unequal year-end bonuses.
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3.4 Implementation of Corporate Governance
3.4.1 Operations of the Board of Directors
3.4.1.1 Attendance of Directors at Board Meetings
A total of 6 (A) meetings in 2021 of the Board of Directors were held in the previous period. The

attendance of director were as follows :

. Attendance in Attendance
Titl N By P R k
e ame Person (B) | > O |Rate(%) (B/A) emarks
Chairman YEH. SOU-TSUN 6 0 100% The company selected ten directors
i (including three independent
Director SU. PAT-HUANG 6 0 100% directors) at the 108th shareholders’
’ meeting after completing the 18th
Director SU, CING-YUAN 6 0 100% director re-election procedure, and
established an audit committee in
Director YEH, TSUNG-HAO 6 0 100% accordance with Article 14 of the
Securities Exchange Law. The audit
Director SU, PO-CHEN 6 0 100%  |committee is composed of all
- independent directors. The company
Director SU, EN-PING 6 0 100% has established an audit committee
t lace th i June 24,
Director LIANG, LONG-SHIANG 6 0 100%  |ygpa o Spervisoron fune
Independent director OU, YU-LUN 6 0 100%
Independent director YU, NENG-YUAN 6 0 100%
Independent director LIN, KO-WU 6 0 100%

Other mentionable items :

1. If any of the following circumstances occur,, the dates of the meetings, sessions, contents of motion, all independent directors’ opinions
and the company’s response should be specified :

(1) Matters referred to in Article 14-3 of the Securities and Exchange Act. :
Please refer to the important resolutions of the board of directors on pages 84~ 86.

(2) Other matters involving objections or expressed reservations by independent directors that were recorded or stated in writing that
require a resolution by the board of directors. :

The independent directors of the company agree with the major proposals of the board of directors, without any objections or
reservations.

2. If there are directors’ avoidance of motions in conflict of interest, the directors’ names, contents of motion, causes for avoidance and
voting should be specified : None.

3. TWSE/TPEx-listed companies are required to disclose the evaluation cycle and period, scope of evaluation, evaluation method, and
evaluation items of the self (or peer) evaluations conducted by the Board of Directors, and to fill out “Implementation Status of Board
Evaluations.”

Evzl:ﬁson Evaluation period Scope of evaluation Evaluation ethod Evaluation items

Execute January 1,2021 to | A.Board of Directors | Internal A. Board of Directors )

once ayear | December 31 2021 B.Individual directors | self-evaluation by 1. Participation in the company's operations
he board of 2. Improve the quality of board decisions
the board o 3. Board composition and structure
directors 4. Director selection and continuing

education

Board member 5. Internal control

self-evaluation B. Individual directors

1. Master the company's goals and tasks

2. Awareness of Directors' Responsibilities

3. The degree of participation in the
company's operations

4. Internal relationship management and
communication

5. Professional and continuing education of
directors

6. Internal control
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4. Measures taken to strengthen the functionality of the board : The Board of Directors has established an Audit Committee and a
Remuneration Committee to assist the board in carrying out its various duties. :

4.1 In order to implement corporate governance, enhance the functions of the board of directors of the company, and establish
performance goals to enhance the operational efficiency of the board of directors, the "Measures for Performance Evaluation of the
Board of Directors" was formulated on January 10, 2020, and the performance evaluation of the entire board of directors and
individual directors is carried out on a regular basis every year according to these measures. . "Board Performance Evaluation" since
2020.

4.2 The company’s 2021 annual evaluation results were submitted to the board of directors on March 11, 2022. The relevant overall
evaluation results are as follows :

Assess Target Comprehensive evaluation results
Board of Directors as a whole 90.31%
Individual directors 89.91%

4.3 In the future, the company will strengthen the diversification policy for the selection and appointment of directors, so as to make the
company's measurement of business decisions more objective, and strengthen multi-faceted consideration to strengthen risk
management.

4.4 Tt is recommended that the board of directors (semi-annual report, annual report) invite accountants to attend at least twice a year, so
as to fully understand the company's operating decision-making process and financial status, and through two-way information
exchange and sharing, understand and learn the similarities, differences and considerations of operations in different industries.

3.4.1.2 The board of directors met 6 times in 2021, and the supervisors were present as
follows :
Not applicable, the company has set up an audit committee to replace the supervisor on
June 24, 2019.

3.4.1.3 The Board of Directors Appraisal and Implementation -

According to the letter of Jinguan Zhengfa Zi No. 1070121469 dated December 25,
2018 by the Financial Regulatory Commission, listed OTC companies should conduct
annual board evaluations from 2020 onwards, and complete the reporting of
performance evaluation results before the end of the first quarter of the following year.

On January 10, 2020, the board of directors of the company passed the "Measures for
the Performance Evaluation of the Board of Directors", and revised some provisions on
November 5, 2021 and January 7, 2022, respectively. The results of the annual
performance evaluation in 2021 have been reported. On March 11, 2022, the board of
directors completed the reporting process, and placed the performance evaluation
content on the company's website simultaneously.
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3.4.2 Audit Committee Implementation Status Information

3.4.2.1 There are 3 members on the Audit Committee of the company (all are independent

directors).

3.4.2.2 Term of the first committee : June 24, 2019 to June 23, 2022.

As of May 6 in 2022 and 2021, the Audit Committee held 7 meetings (A). The qualifications

and attendance of the members are as follows :

Attendance Remarks
Title Name iﬁlt’t:?siin(c}g) By Proxy Rate (%) Number of | Number of
(B/A) meetings in meetings in
2021 2022
Convener OU, YU-LUN 7 0 100% 4 3
Inde;pendent YU, 7 0 100% 4 3
director NENG-YUAN
Independent LIN, KO-WU 7 0 100% 4 3
director

Other matters to be recorded
(1) The key annual work of the Audit Committee

(® Formulate or amend the internal control system in accordance with Article 14-1 of
the Securities and Exchange Act.

@ Assess the effectiveness of the internal control system.

® Formulate or amend the handling procedures of major financial business activities,

including acquisition or disposal of assets, engagement in derivative transactions,
extending loans to others, and providing endorsements or guarantees for others in

accordance with the provisions of Article 36-1 of the Securities and Exchange Act.

@ Matters involving the directors’ own interests.

® Major asset or derivative transactions.

® Significant loan extensions, endorsements or guarantees.

@ Raising, issuing or private placement of equity securities.

Appointment, dismissal or remuneration of certified public accountants.
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® Appointment, dismissal or remuneration of financial, accounting or internal audit
SUpervisors.
The annual financial report signed or stamped by the chairman, manager and

accounting supervisor, and the second quarter financial report subject to review by

accountants.

@ Other major matters stipulated by the company or competent authorities.
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(2) If the operation of the audit committee falls under any of the following
circumstances, the meeting date of the audit committee, the period, the content
of the proposals, the independent directors' objections, reservations or major
recommendations, the results of the audit committee's resolutions, and the
company's comments on the audit committee's opinions shall be stated. deal
with :

® Resolutions related to Article 14-5 of Securities and Exchang Act -

Audit Committee Report to the board meeting
independent
directors' Handling
dissenting of the
Meeting date Proposal content opiions, Resolution Date Period | OPIIONS
reservations or result of the
significant Audit
recommendati Committee
ons
o Amendment to the company’s internal control system.
eReview of the 2020 business report.
eReview of the 2020 individual and consolidated financial
reports All members 12th. Passed
March 26, o o March 26, | session of .
eReview of the 2020 Profit Distribution . None attended and without
2021 d 2021 |[the 18th biccti
eReview of the 2020 assessment of the independence of the agreed. term objection.
certification accountants and the appointment and remuneration
of accountants in 2021.
eReview of the 2020 internal control statement.
November 5 All members November ;e6stilion of Passed
> |Amendment to the company's internal control system. None attended and without
2021 5,2021 |the 18th Lo
agreed. objection.
term
January 7 All members January 7 ;e7st£ion of Passed
1Yl Change to the principal accounting officer of the company. None attended and Yl without
2022 2022 |[the 18th A
agreed. objection.
term
o Amendment to the company’s internal control system.
eReview of the 202 1business report.
March 11 eReview of the 2021 financial reports. All members March 11 ;GSStgion Passed
2022 > |eReview of the 2021 profit and loss compensation. None attended and 2002 ’ of the without
eReview of the 2021 assessment of the independence of the agreed. 18th term objection.
certification accountants and the appointment and remuneration
of accountants in 2022.
eReview of the 2021 internal control statement.
e Amendment to the company’s internal control system.
eReview of the First Quarter Consolidated Financial Statements. All members 20th, Passed
May None attended and May |session without
6,2022 6,2022 |ofthe Lo
agreed. objection.
18th term

® Except for the previously mentioned matters, other matters that have not been
approved by the Audit Committee but have been approved by more than

two-thirds of all directors : The company does not have this situation.
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(3) Execution of the recusal of the proposal by independent directors to the stake -

® Reminder of avoidance of interests :
Before each audit committee meeting, the organizing unit will announce the
relevant regulations on avoidance of interests to the independent directors.

® 1In 2021 and 2022, as of May 6, the execution of the recusal of the interests of independent

directors : None.

(4) Status of communication between independent directors and the internal audit
supervisor and the accountants :

@ Independent directors communicated with the internal auditing officer separately
(at least once a year)

Audit Committee i
Communication focus Attendees Communicate
(1st term) results
March 11, elnternal audit business report OuU, U-LUN After the audit
2022 port. YU, NENG-YUAN supervisor
e Amendment to the company's LIN, KO-WU individually reported

internal control system.

All independent directors are
present

to the independent
directors before the
meeting, each of the
independent
directors had no
special
recommendations.

®@ Independent directors communicated with the certified public accountant separately
(at least once a year)

Corporate Attendees
governance o .
communication Communication focus Certified Public Independent Communicate results
meeting Accountants directors

March 11, 2022 |eDescription of Key Audit Matters |[HSIAO, OU, YU-LUN After the accountants
("KAM") YING-CHIA YU, ENG-YUAN |communicated with
eOverall summary of audit results LIN, KO-WU the independent

directors individually

o Type of audit opinion All independent  |and explained the
eMateriality and uncorrected directors are contents, each of the
misstatement in the current period present 1ndependent. directors
e Significant deficiency in internal had no special
control suggestions.
oOther communication matters
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3.4.3 Corporate governance Implementation status and deviation from* the

Corporate overnance Best-Practice Principles for TWSE/TPEx Listed

Companies”

Evaluation Item

Implementation Status

Yes

No

Abstract Illustration

Deviations from “the
Corporate Governance
Best-Practice Principles

internal rules against insiders
trading with undisclosed

management system of

"Management Regulations for

for TWSE/TPEx Listed
Companies” and Reasons
. Does the company establishand | v/ The company formulated the "Code None
disclose the Corporate of Practice for Corporate
Governance Best-Practice Governance" in 2015, and on March
Principles based on “Corporate 26, 2021, the board of directors
Governance Best-Practice revised some of the provisions and
Principles for TWSE/TPEx Listed disclosed it on the information
Companies™? reporting website designated by the
competent authority.
. Shareholding structure &
shareholders’ rights v (1) Our company has set up a None
(1) Does the company establish an spokesperson and deputy
internal operating procedure to spokesperson system and an
deal with shareholders’ "Stakeholder Area " on the
suggestions, doubts, disputes corporate website to properly
and litigations, and implement handle shareholder suggestions,
based on the procedure? doubts and disputes. (Company
Website\Corporate
Sustainability\Interested Party
Area\Opinion Survey and
Complaint)
(2) Does the company possess the | v/ (2) Our company has entrusted a None
list of its major shareholders as professional stock affairs agency
well as the ultimate owners of to be responsible for, and
those shares? cooperate with our company's
financial department to manage
related matters.
(3) Does the board of directors v (3) Our company has formulated the None
formulate diversity policies, management and control
specific management mechanism of "Related Party
objectives and implement Transaction Procedures" and
them? "Operation Risk Management
Procedures" to protect investors
and safeguard the rights and
interests of our company.
(4) Does the company establish v (4) Our company has formulated the None
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Implementation Status

Evaluation Item

Deviations from “the
Corporate Governance
Best-Practice Principles

Yes|No Abstract Illustration for TWSE/TPEx Listed
Companies” and Reasons
information? Preventing Insider Trading" to
protect investors and safeguard
the rights and interests of our
company.
3. Composition and Responsibilities
of the Board of Directors
(1) Does the Board develop and v (1) The directors of our company None
implement a diversified policy have diverse backgrounds and
for the composition of its rich experience (Please refer
members? to 3.4.3.1, P.48). Each director
has detailed academic
experience on page 18~26 of
this annual report. The current
members include 7 directors
and 3 independent directors.
(2) Does the company voluntarily | v (2) Our company set up its None
establish other functional Compensation Committee on
committees in addition to the December 23, 2011, and the
Remuneration Committee and Audit Committee on June 24,
the Audit Committee? 2019. Currently, there are no
other functional committees.
(3) Does the company establish a| v’ (3) Our company formulated its None
standard to measure the “Performance Evaluation
performance of the Board and Measures for the Board of
implement it annually, and are Directors” on January 10,
performance evaluation results 2020, and started conducting
submitted to the Board of] performance evaluation for the
Directors and referenced when board of directors since 2020.
determining the remuneration The evaluation results have
of individual directors and been submitted to the board
nominations for reelection? meeting on March 11, 2022 for
approval, and reported to the
Stock Exchange on March 11.
(4) Does the company regularly v (4) Our company regularly reports None
evaluate the independence of the independent assessment
CPAs? results of the independent
auditor to the board meeting in
March each year. (Please refer
to 3.4.3.2, P.49-50)
4. Does the company appoint a v (1) On May 7, 2021, the company None

suitable number of competent
personnel and a supervisor
responsible for corporate
governance matters (including but

set up the position of Corporate
Governance Director which was
assumed by the Vice President
of the Finance Department.
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Implementation Status Deviations from “the
Corporate Governance

Evaluation Item . Best-Practice Principles
Yes|No Abstract Illustration for TWSE/TPEx Listed
Companies” and Reasons
not limited to providing Two corporate governance staff
information for directors and were also assigned to be jointly
supervisors to perform their responsible for affairs related to
functions, assisting directors and corporate governance.
supervisors with compliance, 4 (2) In terms of organizational None
handling work related to meetings structure, the company has set
of the board of directors and the up a "Corporate Governance
shareholders' meetings, and Office" and a "Board Secretary
producing minutes of board Office" under the board of
meetings and shareholders' directors to strengthen corporate
meetings)? governance. The finance

department is also responsible
for compliance with laws and
regulations related to corporate
governance.

Corporate Governance
Supervisors' further training .
(Please refer to 3.4.3.3, P.50)

5. Does the company establish a 4 Our company has built an None
communication channel and build "Stakeholder Area" on its corporate
a designated section on its website website (Company
for stakeholders (including but not Website\Corporate
limited to shareholders, Sustainability\Interested Party
employees, customers, and Area\Opinion Survey and
suppliers), as well as handle all the Complaint)
issues they care for in terms of for employees, investors, creditors,
corporate social responsibilities? customers, suppliers, contractors,

subsidiaries, peers, residents and
government agencies to inquire and
express their opinions, in order to
provide a proper response

mechanism.
6. Does the company appoint a v Stock Transfer Agency - Registrar None
professional shareholder service Agency Department of Capital
agency to deal with shareholder Securities Corporation
affairs?
7. Information Disclosure
(1) Does the company have a 4 1) Website : www.zigsheng.com, None
corporate website to disclose under the "Stakeholders" area,
both financial standings and set up information such as
the status of corporate "Corporate Governance" and
governance? "Investor Area", and regularly

update financial, business
information and corporate
governance information.
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Evaluation Item

Implementation Status

Deviations from “the
Corporate Governance
Best-Practice Principles

Area" is built on the corporate
website to provide stakeholder

with an understanding of our
company's various internal
control systems and
management practices.

Yes|No Abstract Illustration for TWSE/TPEx Listed
Companies” and Reasons
(2) Does the company have other | v (2) Our company has a None
information disclosure spokesperson and deputy
channels (e.g. building an spokesperson system, which
English website, appointing publishes company-related
designated people to handle financial and business
information collection and information externally, and
disclosure, creating a places the information on
spokesman system, webcasting briefings to legal persons on
investor conferences)? our company website.
(3) Does the company announce| v’ (3) At present, the company only None
and report annual financial publishes its quarterly financial
statements within two months reports and monthly revenue
after the end of each fiscal before the specified deadlines
year, and announce and report in accordance with relevant
Ql, Q2, and Q3 financial laws and regulations.
statements, as well as monthly There has been no early
operation r‘esult‘s, ‘before the announcement and declaration,
prescribed time limit? but this item has been listed by
the company as a goal for
reinforcement.
. Is there any other important 4 (1) The company has formulated None
information to facilitate a better various personnel regulations in
understanding of the company’s accordance with relevant laws
corporate governance practices and regulations to protect the
(e.g., including but not limited to rights and interests of employees,
employee rights, employee attaches great importance to
wellness, investor relations, labor-management relations, and
supplier relations, rights of implements various
stakeholders, directors’ and environmental protection policies
supervisors’ training records, the to enhance the awareness of
implementation of risk environmental protection and
management policies and risk social responsibility of all
evaluation measures, the employees, and to ensure that the
implementation of customer company's products comply with
relations policies, and purchasing environmental protection
insurance for directors and regulations.
supervisors)? 4 (2) A "Corporate Governance None
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Implementation Status Deviations from “the
Corporate Governance

Evaluation Item . Best-Practice Principles
Yes|No Abstract Illustration for TWSE/TPEx Listed

Companies” and Reasons

4 (3) For details of directors’ further None
training related to corporate
governance, see page 51~52.
(Please refer to 3.4.3.4)

4 (4) For details of managers’ further None
training related to corporate
governance, see page 53.
(Please refer to 3.4.3.5)

4 (5) Our company maintains a None
smooth communication
channel with customers, and
the execution status is good.
4 (6) Since 2016, the company has None
purchased liability insurance
for directors (supervisors) and
important staff for the
compensation liability for the
execution of their business
scope. The latest insurance
period is from July 1, 2021 to
July 1, 2022, and the insured
amount is Shenbai Ten
thousand U.S. dollars.

v (7) The company attaches great None
importance to labor relations
and provides employment
opportunities to fulfill social
responsibilities.

9. Please explain the improvements which have been made in accordance with the results of the Corporate
Governance Evaluation System released by the Corporate Governance Center, Taiwan Stock Exchange, and

provide the priority enhancement measures :

(1) The situation has been improved in 2021. The corporate governance evaluation result of 2021 was

74.04 points, from the fifth level to the fourth level, an improvement of 17.35 points.

® Safeguard the rights and interests of shareholders and treat them equally
eIn 2021, the company has simultaneously released major information in both Chinese and

English.
@The English version of the ordinary shareholders' meeting materials (notices, manuals, annual
reports) are all uploaded to the public information observatory in compliance with the

specifications.
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Implementation Status Deviations from “the
Corporate Governance

Evaluation Item . Best-Practice Principles
Yes|No Abstract Illustration for TWSE/TPEx Listed

Companies” and Reasons

@ The distribution of cash dividends (September 8, 2021), in compliance with the regulations, will
be distributed within 30 days after the ex-dividend base date (August 17, 2021).

@ Strengthen the structure and operation of the board of directors
@ The "Measures for the Performance Evaluation of the Board of Directors" are actually

implemented and the evaluation results are disclosed in the annual report of the shareholders'
meeting and the company's website.

@The content and attendance of the remuneration committee meetings have been fully disclosed
in the annual report and website.

ecommunication between independent directors, internal audit supervisors and accountants is

fully disclosed in the annual report and website.

® Improve information transparency
@ The English version of the annual financial report will be uploaded to the Public Information

Observatory 9 days before the shareholders' meeting and disclosed on the company's website.
@ The English version of the company's website is established, which fully discloses the
company's products, monthly revenue for the past three years and shareholders' meeting

information. (meeting notice, procedure manual, annual report, minutes).

@ Implement corporate social responsibility
Set up a part-time unit for promoting corporate social responsibility (the company's general
manager's office), responsible for the establishment and maintenance of the social responsibility
management system, assist in the formulation (revision) of corporate social responsibility
policies, and conduct environmental and social environmental and social issues related to
company operations in accordance with the principle of materiality. Or the risk assessment of
corporate governance issues, and formulate relevant risk management policies or strategies,
compile a "Corporate Social Responsibility Report" every year and report to the board of
directors every year, and disclose it in the annual report of the shareholders' meeting and the

company's website.

(2) In 2022, in cooperation with the revision of corporate governance evaluation indicators (new
additions), the company's priorities and measures are as follows :

47




Evaluation Item

Implementation Status Deviations from “the
Corporate Governance

i Best-Practice Principles
Yes|No Abstract Illustration for TWSE/TPEx Listed

Companies” and Reasons

@ Indicator 1.8

® Indicator 2.11 :

® Indicator 2.23 :

@ Indicator 3.6 :

® Indicator 4.7 :

. The uploading of the annual report of the shareholders' meeting will be completed

in advance from the 16th to the 18th, and this year will meet the standard.
The interim financial report was approved by the Audit Committee and submitted

to the Board of Directors for discussion and resolution, which was implemented
after the Board of Directors report on March 11.

The performance evaluation of the board of directors has been implemented in

2020 and 2021. The implementation situation and evaluation results have been

disclosed on the company's website.

The English version of the interim financial report has been uploaded to the Public

Information Observatory since this year, and has been implemented after the
March 11 Board of Directors report.

The English version of the sustainability report will be compiled and will be

uploaded to the public information observatory and company website before the
end of 2022.

® The company actively develops renewable energy, successively invests in green energy industries,

and builds solar power plants. By the end of 2011, the capacity has been set at 2809.08kW. In
2011, another 559.3kW solar power plant will be built. After completion, the total capacity of the

company's solar power plants will reach 3368.38kW.
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3.4.3.1 Implementation status of policy on diversity of board members :

Diversity
Core ltems Basic Composition
Experience Professional Competence
Concurrent A Seniority
Position as ge of
Employee (70 years[60 ~ [Under|independe [Business |Financial |Exper |[Knowledge|Leadership, |Contri|Expertise |Expertis
of the oldand [69 |60 [ntDirector [managem |and ience |of the decision bution [in the ein
_ Company |ahove |years |years ent accounting |in the |industry ~ |making, to  |operating |finance,
Nationality | Gender . ) ;
old |old indust management |public |business |legal
ry ,judgment  |welfar
and crisis e
Name of handling
director abilities
YEH,
R.0.C Male v v v v v v v v v v
SOU-TSUN
Su,
R.O.C Male v v v v v v v v v
PAT-HUANG
YEH,
R.O.C Male v v v v v v v v v
TSUNG-HAO
LIANG,
R.O.C Male v v v v v v v
LONG-SHIANG
SU,PO-CHEN | R.O.C Male v v
SU,EN-PING | R.O.C | Female
Representative
of corporate
director R.0.C None None None | None | None None None [None| None None None [ None None
SU,CING-YUA
N
OU,YU-LUN | ROC | Male v | 6years v v v v v v
YU,
ROC | Male v 3 years v v v v v
NENG-YUAN
LIN,KO-WU | ROC | Male v 3 years v v v 4 v v v
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3.4.3.2 Independence and Competency of CPA Assessment Item :
(1) Evaluation content (refer to Article 47 of the Accountants Law and the No. 10

Bulletin of the Code of Professional Ethics for Accountants)

Item specific indicators Yes No Not
applicable
1 The accountant has no direct or significant indirect financial v
interest in the client
2 Avoid any inappropriate relationship with the principal v
3 The financial statement of the service organization within the v

two years before the practice cannot be checked for visa

4 Do not have any money loan with the client v

5 No co-investment or benefit-sharing relationship with the client| v/

6 Do not concurrently work as the principal's regular work, and v
receive a fixed salary

7 Management functions that do not involve decision-making by v
the company or its affiliates

8 Do not charge any business-related commissions 4

9 As of the last visa application, there has been no change in v
seven years

10 |Does not hold shares in the company and related companies 4

Have no relationship with the management of the company as a
11 . ; . v
spouse, lineal relative by blood or affinity

12 Accountants should ensure integrity, impartiality and v
independence of their assistants

13 |Accountant name shall not be used by others v

14 Up to now, there has been no punishment or violation of the v

principle of independence

15 Whether to obtain the independent statement of independence v
issued by the appointed accountant in 2021

(2) Evaluation Result
The company's assessment of the independence of the certified accountant audit

in 2021 was submitted to the board of directors for approval on March 11,
2022 :

® The company entrusted Crowe (TW) CPAs to handle the 2021 annual
financial report verification and visa application and income tax visa
declaration. The certified accountants are HSIAO, YING-CHIA -~ LIN,

CHIH-LUNG.
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@ Pursuant to Article 29 of the "Code of Practice on Governance of Listed
Companies", after the accounting department's assessment on February 17,

2022 (as above), the accountants appointed by the company in 2021 meet

the above independent assessment items. And the evaluation criteria of

suitability, can continue to be suitable for the appointment of the company's

financial (tax) visa-related business.

3.4.3.3 For details of Corporate Governance Directors’ further training related to

corporate governance in 2021 and 2022 ended on the date of publication

of the annual report :

Training
Organizer Course title
hours
Instltut.e 0fF1nanc1g 1Law The Impact of ESG on Enterprise 3
and Crime Prevention
Securities and Futures Corporate Governance 3.0 from the Perspective of Inspection and 3
Institute Adjustment
» Analysis of Practical Cases on the Establishment of Directors and
Secgrltles and Futures Supervisors' Breach of Faith and the Crime of Special Breach of 3
Institute .
Faith
Taiwan Corporate From the Perspectives and Voting Behaviors of Foreign 3
Governance Association |Shareholders, Share How Issuers Truly Implement ESG
Taiwan Academy of On the Structure and Inheritance of Family Holding Companies 3
Banking and Finance from the Perspective of Governance
Taiwan Academy of Requirements for the Board of Directors of Anti-Money Laundering 3

Banking and Finance

and Combating Terrorism-related Regulations
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3.4.3.4 For details of directors’ further training related to corporate governance in

2021 and 2022 ended on the date of publication of the annual report :

Ttitle Name Date of study Organizer Course title Training
hours
How do directors and supervisors
supervise the company to
August 5, 2021 Taiwan Corporgte ~Governanct-:‘ strengthen risk ma.magement and 3
Association enhance the sustainable value of the
company
: .- |Enterprise digital transformation
Chairman YEH, September 8, 2021 Taiwan Aczdl?ny of Banking 3
SOU-TSUN and Finance
Accounting Research and Legﬁll Esues and cas;: studies related
November 4, 2021 | Development Foundation of t(_) the ;Sﬁutedogfrré ¢ management 3
the Republic of China rights ot liste companies
. . |Corporate Governance Lecture
November 10, 2021 Taiwan Academy of Banking (Issue 125) 3
and Finance
The value of information security in
October 29, 2021 |Securities and Futures Institute|the post-epidemic era and the 3
‘ SU, Sino-US trade war
Director |5\ - HUANG Discussion on the Practice of
November 19, 2021 |Securities and Futures Institute Money Laundering Prevention and 3
Combating Capital Terrorism
Talking about intellectual property
September 16, 2021 |Securities and Futures Institute|Management from the perspective 3
of the board of directors
. SU,
Director |53 ~HEN Key Technologies and Business
. . Opportunities of Quantum
October 5, 2021 Securities and Futures Institute 3
Technology
Practical Analysis of "Sustainabilit
Accounting Research and Rrac 10'3’1 patysis of wuslainabitity
. eport" under the Corporate
September 16, 2021 | Development Foundation of . 3
. i Governance 3.0 Policy
the Republic of China
September 23, 2021 | Development Foundation of £ £ 3
: YEH, the Republic of China
Director TSUNG-HAO
Accounting Research and :
May, 12,2022 Development Foundation of Corporate Inheritance and 3
the Republic of China Corporate Governance
Accounting Research and  |Legal Responsibility and Practical
May,23,2022 Development Foundation of |Case Analysis of Trade Secret 3
the Republic of China Protection
Talking about the function of the
board of directors from the
LIANG, September 23,2021 |Securities and Futures Institute perspective of enterprise fraud 3
Director |[LONG-SHIA prevention
NG
. ) 110 Annual Prevention of Insider
November 3, 2021 |Securities and Futures Institute 3

Trading Promotion Conference

52




Training

Ttitle Name Date of study Organizer Course title
hours
. Use ESG to enhance corporate
) Accounting Research and strategy capabilities and respond to
Director |SU, EN-PING| October 19, 2021 Development 'Foundat'lon of sustainable financial trends 6
the Republic of China
Fi 1S . The 13th Taipei Corporate
September 1,2021 fnanciat SUpervisoty Governance Forum 3
Commission
Inde.p endent LIN, KO-WU Discussion on the Compensation of
Director . .
o i Employees and Directors — Starting
September 15,2021 |Securities and Futures Institute|\ -1 tho Amendment to Article 14 3
of the Securities and Exchange Act
The impact and response of the
YU September 30,2021 |Securities and Futures Institute lé‘teSt tax law changes on 3
> ompanies operations
Inggpendent NENG-YUA
rector | A Case Study of Fraud in Enterprise
October 7, 2021 Securities and Futures Institute |Financial Statements 3
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3.4.3.5 For details of managers’ further training related to corporate governance in 2021 and

2022 ended on the date of publication of the annual report :

Title Name Date of study Organizer Course title Tflagggg
. The Way of Legal
The Institute of Internal .
September 2, 2021 : : : Self-protection-How to Face the 6
P Auditors-Chinese Taiwan Investigation and Trial Procedure
Accounting Research and éggall %?a%fﬂti}g; g‘ .P]blf: %%I:Nagg
September 9, 2021 De}[/}?éofyzé%irglil:cog?g%tilgg of gu.Si ne %S Judgment" in Economic 3
Vice rime Cases
President of | KUO,SHIH- Accounting Research and : "
General November 1, 2021 | Development Foundation of éélél%znniggn?ée Ir’iosiltwe Impact of 3
Management| CHENG the Republic of China P
Division Accounting Research and Analysis of the latest corporate
May,3,2022 Development Foundation of |governance policies and corporate 3
the Republic of China governance evaluation practices
Accounting Research and Practical examples of crime of
May, 13,2022 Development Foundation of |breach of trust and analysis of legal 3
the Republic of China liability
October 15, 2021 Instltutcerionflg lpnr%r\l,%ﬂigsw and The Impact of ESG on Enterprise 3
Corporate Governance 3.0 from the
November 9,2021 |Securities and Futures Institute |Perspective of Inspection and 3
Adjustment
Analysis of Practical Cases on the
. . Establishment of Directors and
November 19,2021 |Securities and Futures Institute Supervisors' Breach of Faith and the 3
e N e e et
Financia . . .
Department G-TZU November 23,2021 Taiwan Corporqte .Govemance Behaviors of Foreign Shareholders, 3
Association Share How Issuers Truly Implement
ESG
. . On the Structure and Inheritance of
December 7,2021 Taiwan Academy of Banking Family Holding Companies from 3
’ and Finance y "ng p
the Perspective of Governance
Requirements for the Board of
. Taiwan Academy of Banking (Directors of Anti-Money
April 19.2022 and Finance Laundering and Combating 3
Terrorism-related Regulations
Assistant q
Vice CHEN,CI-H - Accounting Research an - .
President of November 11~12, Development Foundation of Contlnulp g Educatlpn for 12
Accounting UANG 2021 the Republic of China Accounting Supervisors
Department
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3.4.4 Composition, Responsibilities and Operations of the Remuneration

Committee

3.4.4.1 The company established the Compensation Committee on December 23,

2011 and appointed three committee members.

3.4.4.2 Effective date of the 4th-term Compensation Committee : June 24, 2019

to June 23, 2022.

A. Information of Remuneration Committee members :

Number of members who
are concurrently members

Criteria Professional qualifications (Note 1) Independence | of the compensation and
) and experience situation remuneration committees
Title (Notel) of other public offering
Name companies
® Lin & Ou Law Firm practicing
attorney
Independent | OU, YU-LUN |® Independent director of LEALEA
director (Convener) ENTERPRISE CO., LTD. (Note 1) !
® Committee Member of LEALEA
ENTERPRISE CO., LTD.
Independent | YU, Served as Deputy Minister of the
director NENG-YUAN | Taxation Agency, Ministry of Finance. (Note 1) 0
® Independent director of THE
LANDIS TAIPEI HOTEL CO., LTD.
Independent ® Independent director of TAH HSIN
director | N> KO-WU INDUSTRIAL CO., LTD. (Note 1) 2
® Former Partner and Director of
FIRST UNITED CPA OFFICE.
Note 1 : The members of each remuneration committee are independent directors of the Company. For their

relevant working experience, professional qualifications and independence, please refer to
“Disclosure of Information on Directors’ Professional Qualifications and Independent Directors’
Independence” on page 16 and “Diversity of Board Members” on page 32 Policy Implementation".

B. Information of Operation Status of Remuneration Committee.

B1. There are 3 members on the Compensation Committee of the company.
B2. The term of office of the 4th-term committee : June 24, 2019 to June 23, 2022

As of The current Compensation Committee (as of February 18, 2022 has
met 6 times. (A)) and member qualifications and attendance are as follows :

Attend Attendance Rate
Title Name i PZI:S:&(S) By Proxy (%) Remarks
(B/A)

Convener OU, YU-LUN 6 0 100% None
Committee YU,

Member NENG-YUAN 6 0 100% None
Committee | |\ o.wu 6 0 100% None

Member
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B3.0ther matters to be recorded

B3.1 If the board meeting does not adopt or amend the recommendations of the
Compensation Committee : None.

B3.2 If the members have objections to or reservations on the resolutions of the
Compensation Committee, with records or written statements in place :
None.

B3.3 The company’s Compensation Committee shall meet at least twice a year
and may hold meetings at any time as needed. Its member function is to
make recommendations on the salary distribution of company directors
and managers from a professional and objective viewpoint, with the salary
system, structure and operating performance in compliance with relevant
laws and regulations; such recommendations, which shall be submitted to
the board meeting for discussion, is very helpful to improve the company’s
corporate governance.

B3.4 The responsibilities of the company's Compensation Committee, the
principle of performing its responsibilities, and the current compensation
structure are as follows :

B3.4.1 Responsibilities
(1)Review this regulation regularly and propose amendments.

(2)Formulate and regularly review the company's directors and managers'
annual and long-term performance targets and compensation policies,
systems, standards and structures.

(3)Regularly evaluate the compensation of the company's directors and
managers.

B3.4.2 When the company’s Compensation Committee performs the
responsibilities above, the following principles shall be followed :

(1)Ensure that the company's compensation arrangements comply with
relevant laws and regulations and can attract outstanding talents.

(2)For the performance evaluation and compensation of directors and
managers, the normal compensation level of the industry should be
referred to, while taking into consideration the time devoted, the
responsibilities of the individual, the achievement of personal target,
the performance in other positions, the compensation of position
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holders on the same level in the company in recent years, as well as
the achievement of the company's short-term and long-term business
goals, the company's financial status, etc. to evaluate the rationality of
the relationships between personal performance and the company’s
operating performance and future risks.

(3)Directors and managers should not be guided to engage in behavior
beyond the company's risk appetite for the pursuit of compensation.

(4)The ratio of short-term performance growth dividends for directors
and senior managers and the payment time of some variable salary
compensation should be determined by considering the characteristics
of the industry and the nature of the company's business.

(5)The members of this committee shall not participate in the discussion
and voting on their personal compensation decisions.

B3.4.3 Current compensation structure

(1)The compensation of the directors and supervisors of the company
includes travel fee, attendance fee, remuneration for directors and
supervisors, and compensation for their part-time employee work.

(2)The current compensation of the company’s managers includes fixed
monthly salary, year-end bonus, employee remuneration and
supervisor bonus.
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B4. In the current salary and remuneration committee (as of February 18, 2022), the
company's handling of the opinions of the salary and remuneration committee was
submitted to the board of directors for discussion. The key points and resolutions of
each meeting are as follows :

Compensation Committee (4th term)

Report to the board meeting
(18th session)

Handling of
Proposal content Date Session No. Resolution Date Session No. | 2P1ons of the
result Compensation
Committee
Review the 2019 year-end
bonus and supervisor bonus for
the company’s managerial
officers and directors who
All members :
concurrently serve as December Ist session | attended and January 10, 4th session Passgd W1thout
employees. 23,2019 aoreed 2020 objection.
Review the 2020 director g )
compensation.
Review the 2020 managerial
officers compensation.
Sri\lgll?}tezfrte}ﬁlfggrlg[?gr}: 20%019 March 9 . All members March 20 . Passed without
: > | 2nd session | attended and > | 5th session o
managerial officers and 2020 aoreed 2020 objection.
director remuneration. g )
Review of the 2020 year-end
bonus and supervisor bonus for
the company’s managerial
2£§23§eﬁ?yds1§$zoéz who December . All members January 8 . | Passed without
3th session | attended and > | 11th session o
employees. 17,2020 aoreed 2021 objection.
Review the 2021 director g )
compensation.
Review the 2021 managerial
officers compensation.
Sri;ﬁf)v}tezfriﬁsggzi?gz 50%020 March 8 . All members March 8 . | Passed without
. > | 4th session | attended and > |12th session o
managerial officers and 2021 aoreed 2021 objection.
director remuneration. g )
Review of the 2021 year-end
bonus and supervisor bonus for
the company’s managerial
ggﬁziﬁeﬁ?ydslgxcfzo;z who December . All members January 7 . | Passed without
5th session | attended and > 117th session o
employees. 20, 2021 aoreed 2022 objection.
Review the 2022director g :
compensation.
Review the 2022managerial
officers compensation.
Review of the company’s 2021
. All members .
employe; remuneration for February 6th session | attended and March 11, 18th session Passqd Wlthout
managerial officers and 18,2022 agreed 2022 objection.

director remuneration.

C. Nomination Committee member information and operation information :
The corporation has not established a nomination committee.
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3.4.5 Promoting Sustainable Development Implementation from the '"Sustainable
Development Best Practice Principles for TWSE/GTSM Listed

Companies"

Implementation Status

Deviations from “the
Corporate Sustainable

Development
Promote Item . .
Yes|No Abstract Explanation Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons
Does the company v (1) Our Company has established the None
establish established a "Sustainable Development Governance
governance structure to Organization", in which the
promote sustainable chairperson leads a number of senior
development, and set up management from different fields to
a dedicated (or jointly formulate a sustainable
concurrently) unit to development plan, and its composition
promote sustainable is detailed in the "Sustainability
development, which is Report".
authorized by the Board (2)The President's Office is a part-time unit
of Directors to be to promote sustainable development and
handled by senior is responsible for establishing and
management, and the maintaining the sustainable development
supervision situation of system, assisting in the formulation
the Board of Directors? (revision) of sustainable development
policies, and proposing and assisting in
the implementation of relevant
management guidelines and specific
plans.
(3) Its main implementation plans are :
sustainable development, pollution
reduction, harm prevention, and
fulfillment of responsibilities. Relevant
information is compiled into a
"sustainability report" every year, and
the performance of the current year and
the goals of the next year are reported to
the top management and the board of
directors once a year. On May 6, 2011, it
reported to the board of directors on the
practical operation of sustainable
development in 2011.
Does the Company, in v Our Company has established operating None

accordance with the
principle of materiality,
conduct risk assessments
on environmental, social
and corporate
governance issues

risk management procedures to evaluate the
environmental, social and corporate
governance issues related to its operations
and to formulate related risk management
strategies based on the principle of
materiality, with the major risks being :
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Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

related to the Company's
operations, and
formulate relevant risk
management policies or
strategies".

tightening of environmental protection
regulations, net-zero carbon emissions,
employee safety awareness, employee
health management, sustainable
management, ethical management, and
anti-corruption. (Please refer to the "Risk
Management Policy" on page 73~74 in the
attachment for details)

Environmental issues

(1) Does the company
establish an
appropriate
environmental
management system
according to its
industrial
characteristics?

(2)Does the company
committed to
improving energy
utilization efficiency
and using recycled
materials with low
impact on the
environment?

(1) ©

Our Company has introduced ISO
14001 environmental management
system and established management
measures and procedures since
2013. All plants regularly perform
internal audits every year to confirm
their effectiveness. Guanyin Plants
I, I1I and IV were certified by a
third-party impartial unit in 2014
and are regularly certified.

The Company has introduced ISO

14064-1 greenhouse gas emission
inventory since 2012, which is
certified annually by a third-party
unit, and will also promote ISO
14067 product carbon footprint in
2022.

Energy efficiency

In order to improve energy
efficiency, the Company continues to
develop energy saving programs to
reduce electricity consumption by at
least 1% per year. The Company has
installed 2,809.08 kW of solar
energy. It will add another 560 kW
of solar energy in 2022 in order to
increase the proportion of renewable
energy, resulting in 3,368.38 kW of
solar energy capacity upon
completion.

Environment friendly renewable
products

In order to implement the

None

None
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Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

environmental policy of resource
recycling and reuse, our company
produces high-quality recycled
products that meet international
environment standards. There are 8
production units for 6 products,
including Nylon chip, Nylon
filament, Draw Textured yarn, and
Air-textured yarn, Bottle recycled
PET chips, Polyester yarn, and our
company continues to obtain
third-party certification to do its part
for environmental protection.

In response to the development trend
of environment friendly products,
our company started to expand
recycled nylon products (through the
recycling of spinning mills’ own
waste yarn and the acquisition of
discarded fishing nets through the
regeneration process and the
integrated spinning process) in order
to improve the utilization efficiency
of various resources. In 2021, the
new Ecocycle Plant start-up, acquired
waste bottle flakes as recycled raw
materials to produce bottle recycled
PET chips.

Green products and services

Our company establishes the annual
recycling plan target in accordance
with the environmental policy every
year. For the packaging materials
used for domestic products, it selects
those that can be recycled and reused
and account for the bulk (FIBC Bags,
Holds Cardboard and Paper Bobbin)
for recycling management, and
counts the number of recycled
packaging materials, the recycling
rate and the achievement rate on a
monthly basis, and reports the
effectiveness of the implementation
to the senior management in the
quarterly business meeting.

None
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Deviations from “the

Implementation Status )
Corporate Sustainable

Development
Promote Item . .
Yes|No Abstract Explanation Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons
(3)Does the company v (3)Our Company assesses the risks and None
assess the potential opportunities of climate change in
risks and opportunities accordance with the framework of the
of climate change to TCFD proposal published by the
the company now and Financial Stability Board, and reviews
in the future, and take and updates it annually.
measures to respond to The main risks identified are : the increase
climate-related issues? in the price of greenhouse gas emissions,
environmental regulations, and the cost of
transforming to a low-carbon economy.
In response to these risks, the Company
conducts annual inventories in accordance
with the ISO 14064-1 greenhouse gas
management system and continuously sets
carbon reduction targets.
In order to understand the regulatory
requirements in a more timely manner, we
introduced the legal compliance cloud
system in 2021 to avoid overlooking any
relevant regulations and respond and
improve in a more timely manner.
(4) Does the company v (4) None
take inventory of its ® Greenhouse gas
greenhouse gas Our company has introduced the ISO
emissions, water 14064-1 greenhouse gas management
consumption, and total system in 2014 to implement
weight of waste in the greenhouse gas inventory, and
last two years, and formulate our Company’s
implement policies on energy-saving, carbon-reduction and
energy efficiency and greenhouse gas reduction strategy.
carbon dioxide Unit - MT ; COe
reduction, greenhouse Year (baieo ;iar) 2020 2021
gas re@uction, water Direct 40,474.068 33,378.911 36,994.751
reduction, or waste Indirect | 195,324.209 | 134,737.027 | 151,731.038
management? Other
- 0 20,866.206 | 23,895.342
Total | 235798276 | 188982.144 | 212,621.131

®@ Water consumption
Year 2020 2021
Total 653.193 695.569
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Implementation Status

Deviations from “the
Corporate Sustainable

Development
Promote Item . ..
Yes|No Abstract Explanation Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons
® Waste
Our Company attaches great
importance to waste management,
and all waste generated is
non-hazardous waste and is cleaned
up by qualified vendors.
Unit - MT
Year 2020 2021
Total 1,359.03 1,762.73
4. Social issues
(1) Does the company v (1) None

formulate appropriate
management policies
and procedures
according to relevant
regulations and the
International Bill of
Human Rights?

In order to protect the basic human rights
of our employees and approve and
support the “United Nations Universal
Declaration of Human Rights”, the
“United Nations Global Compact” and
other international human rights
conventions, and eliminate any
violations and infringements of human
rights so that our employees can be
treated fairly and with dignity, the
Company has established this Policy.

Human Rights Policy and Management
Program

@® Compliance with laws and

regulations; Compliance with local
labor and environmental laws and
regulations in the place where we
operate.

@ Eliminating unlawful

discrimination and ensuring equal
work opportunities : The Company
does not discriminate or treat our
employees unfairly on the basis of
race, class, nationality, region, age,
disability, gender, marital status,
sexual orientation, association,
political beliefs, or other personal
characteristics.

® Prohibition of forced labor :
Employees will not be forced to
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Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

(2) Does the company
have reasonable
employee benefit
measures (including
salaries, leave, and
other benefits), and do

perform involuntary labor, and there
will be complaint channels.

Prohibition of child labor :

Complying with local law on
minimum age and not employing
child labor.

Providing a healthy and safe

working environment : Through
various preventive measures and
protective equipment, and regular
education and training on safety,
health, and fire prevention, we take
the necessary preventive measures
to prevent occupational hazards and
further reduce the risk factors in the
work environment.

Freedom of association and

diversified communication
mechanism: We respect the right of]
employees to form and join various
clubs and organizations. In terms of
labor-management communication,
in addition to regular
labor-management meetings, we
provide a diversified communication
mechanism and platform to ensure a
harmonious and win-win
labor-management relationship.

Protection of personal data and

information security : We have
established comprehensive personal
data protection measures to ensure
the personal privacy of all
customers, employees and
stakeholders.

(1)Specific program

@ Providing instruction on compliance

with relevant laws and regulations
during pre-employment training for
new employees, requiring

None
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Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

business performance
or results reflect on
employee salaries?

compliance with human rights laws
and regulations.

Providing employees with
occupational safety training : Labor
safety and hygiene, fire protection,
environmental protection,
emergency response, etc.

Establishing "Sexual harassment
preventive measures, complaints and
disciplinary measures" to protect
employee rights and interests at
work and provide a working
environment free from sexual
harassment, and take appropriate
preventive, corrective and punitive
measures against sexual harassment.
We require our suppliers to sign the
"Supplier Commitment Letter",
promising to cooperate with ZIG
SHENG INDUSTRIAL CO., LTD.
to contribute to social welfare,
environmental protection, to fulfill
the responsibility required by policy
and law, and to jointly pursue
sustainable corporate development
based on the principle of mutual
benefit and cooperation.

(2) Please refer to the description of the
employee benefit system in
"Labor-Management Relations" on page
125.

@® Employee welfare measures

(A) Three-festival and birthday gift
money, marriage allowance,
funeral allowance, travel
vouchers and dinner subsidy,
children's scholarships and
grants.

(B) Labor and health insurance and
group accident insurance.

(C) Free health check every year.
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Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

(D) Uniforms for plant personnel
every year.

(E) The plant provides three meals
free of charge, and there are
central air-conditioned
suite-style dormitories.

(F) The plant has an activity center
and provides a number of
leisure and entertainment
facilities.

®@ Employee leave

In compliance with the provisions of
the Labor Standards Law and the
company's regulations QP-H-03
Practitioners’ Work Rules.
Employees are entitled to various
vacations as required by law.

® Business performance is reflected in

employee compensation
(A) Employee compensation

a. In accordance with the
company's regulations
QP-H-14 Year-end Bonus
and Employee
Compensation Payment
Method, disbursed
according to the profit
status of the current year.

b. According to the company's
articles of association, if
there is a profit in the
company's annual final
accounts, after retaining the
amount to make up the
accumulated loss, 2% shall
be allocated as employee
compensation, which shall

be distributed after the

66




Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

(3) Does the company
provide a healthy and
safe working
environment and
organize training on
health and safety for its

resolution of the board of
directors.

(B) Overall Compensation Policy
In terms of salary payment, it is

based on long-term stable
development, product quality

and efficiency, competitiveness

in the industry and the
company’s ability to pay and
consider the degree of price
increase and plan the salary
adjustment range.

(C) Implementation situation

a. Remuneration for
management and

professionals is assessed and

evaluated by the
management based on the
unit contribution and

personal work performances
distribute project incentives.

b. Promotion or salary
adjustment based on
individual performance to
motivate employees.

c. Improve business
performance to ensure the
competitiveness of
employees' salary levels. In

May 2021, a company-wide

salary adjustment was
carried out by about 4% to
maintain the overall salary
competitiveness.

(3) Please refer to the description of
various employee rights protection
measures in "Labor-Management
Relations" on page 125.

@® From the OHSAS 18001
certification transitioned to ISO

None
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Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

employees on a regular
basis?

(4) Does the company
provide its employees
with career
development and
training sessions?

(4)

45001 Occupational Health and

Safety Management System in

2019 and regular verification.
(@ To strengthen the personnel hazard
awareness employees and
supervisors in the plant. The
course content includes workplace
hazard identification and
prevention, safety and hygiene
practice management, occupational
disaster case analysis and
advocacy, cardiovascular disease
prevention, and training of first-aid
personnel in the plant, etc. to
enhance the safety behavior and
awareness of all employees and
reduce the occurrence of
occupational disasters.
In 2021, there were a total of 4
occupational accidents involving 4
employees, accounting for 0.003%
of the total number of employees.
Safety publicity and education
were strengthened to reduce
occupational accidents.

In order to cultivate the knowledge and
skills of our company’s employees and
enable them to give full play to their
potential in order to improve work
quality and performance, there are
relevant training methods, personnel
qualification management measures
and other related measures.

The company's actual number of
employees participating in on-the-job
training in 2021 totaled 7,728
person-times (including internal and
external training courses). The
implementation status is as follows :

Training
nature

Total Total
attendees| hours

Training
course

On-the-job
training

Professional
rofessiona 2.135 4953

training course

None
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Implementation Status

Deviations from “the
Corporate Sustainable

such as customer health
and safety, customer
privacy, marketing and
labeling of products and
services, does the
Company follow
relevant laws and
regulations and
international standards,
and has it formulated
relevant consumer and
customer protection
policies and complaint
procedures?

(6) Does the company
implement supplier
management policies,
requiring suppliers to
observe relevant
regulations on
environmental
protection,
occupational health
and safety, or labor and
human rights? If so,

(5) @Our Company has established a

product after-sales service
department to proactively check the
implementation of various customer
policies, receive and handle customer
complaints from time to time, and
assist front-line business staff in
handling customer complaints and
protecting customer rights and
interests.

@If it is confirmed by facts that the

products or services are hazardous to
the safety and health of consumers or
other stakeholders, we shall, in
principle, immediately recall the
products or stop the services.

(6) @ Our company has formulated the

supplier management policy as

follows -
(A) Quality assurance : Through
supplier interviews, on-site
evaluations and market data
collection, our company can
learn about the supplier’s quality.
Quantity stabilization : Raw
materials are supplied by

(B)

Development
Promote Item Best-Practice Princinl
Yes|No Abstract Explanation est-tractice trinciples
for TWSE/TPEx Listed
Companies” and Reasons
Management 40 102
training course
Work safety |5 (3¢ | 13,601
training course
Pre-emPl9ym P.rolfess1ona1 160 | 30,628
ent training |training course
Professional
FO. €ssiona 0 0
traming course
Magagement 3 24
Pre-employm |training course
¢ traini
ent training .Cfeneral 138 264
training course
Worksafety |1, | 576
training course
Total 7,728 | 50,148
(5)With regard to issues v

None

None
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Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

describe the results.

multiple manufacturers to
maintain supply flexibility and
quantity stability.
(C) Short lead time : Choosing local
and creditable suppliers to ensure
punctual delivery and shorten the
lead time.
(D) Price: More flexible procurement
skills and the ability to respond
to changes in market prices more
quickly are required for
purchases to reduce costs under
the premise of meeting quality
standards.
(E) Expectation : When selecting
suppliers, suppliers are required
to pay attention to the following
issues -
® Human rights and social
impact.

® Environmental protection :
Complying with all
applicable environmental
protection laws and
regulations, ensuring the safe
discharge of waste, waste gas
and sewage, minimizing the
use of non-renewable
resources, using all resources
efficiently, and reducing the
impact on the environment.

® Personnel safety and
hygiene :
Providing employee with a
safe working environment,
appropriate training and
protection for hazardous
machinery and equipment,
and complying with relevant
labor health and safety
regulations.

(F) Integrity and morality :
® Avoid dealing with suppliers

with dishonest behavior.
® When dealing with suppliers,
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Promote Item

Implementation Status

Yes

No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

explanation needs to be
made about our company's
integrity management policy,
and they should be clearly
required not to bribe our
company's personnel or
provide or receive unfair
benefits. If the behavior
above is found, proactive
reporting to our company is
required.

@ Implementation status :
(A)Suppliers are required to sign a

"Supplier Commitment

Letter" .In 2021, 72% of

suppliers have signed up to

comply and promise to comply
with the following regulations :

a. Maintaining social welfare,

including labor and human
rights, personnel health and
safety, product safety,
integrity and ethics.

b. Environmental protection.

c. Compliance with policies and

laws.

d. Violation of liability : In case
of any violation of the
provisions of this
undertaking, our company
may terminate the
transaction contract, and
demand compensation if
there is any damage.

(B)Regularly conduct supplier

evaluation, and require suppliers
to self-evaluate and then
re-evaluate by relevant personnel
of the company. The items
include whether they have passed
ISO9001 and ISO45001
verification.
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Implementation Status Deviations from “the
Corporate Sustainable

Development

Yes|No Abstract Explanation Best-Practice Principles
for TWSE/TPEx Listed

Companies” and Reasons

Promote Item

5. Does the company v The report was compiled in accordance None
reference with the GRI 2016 guidelines issued by
internationally accepted the Global Reporting Initiative (GRI) and
reporting standards or verified by a third-party verification unit
guidelines, and prepare (Bsi), and meets the AA1000 V3 TYPE I
reports that disclose medium assurance level standard and has
non-financial obtained the assurance statement.

information of the
company, such as
Sustainability Report ?
Do the reports above
obtain assurance from a
third party verification
unit?

6. Describe the difference, if any, between actual practice and the Sustainable development principles, if the

company has implemented such principles based on the Sustainable development Best Practice Principles
for TWSE/TPEx Listed Companies :
The company formulated the "Code of Practice for Corporate Social Responsibility" on November 6,
2020. In May 2022, the Board of Directors changed its name to "Code of Practice for Sustainable
Development" and regularly reported to the Board of Directors on the company's annual implementation
and operation. There is no difference between the operating conditions and the set code.

7. Other useful information for explaining the status of sustainable development practices -

(1) Environmental protection -

As a member of the global village, our company continues to promote relevant environmental
protection measures. In order to implement the environmental policy of greenhouse gas carbon
management, the greenhouse gas emission of our company's plants has been checked since 2012. In
2021, the total emission is reduced for tenth year in a role, and the carbon dioxide equivalent ( CO2e )

is 23,638.987 metric tons. Since our company’s introduction of Global Recycled Standard (GRS ) in

2015 to produce environment-friendly nylon products, In 2019,in addition to the existing products,
nylon filament yarn and nylon textured yarn, this year nylon chip products made of self-owned waste
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Implementation Status

Promote Item
Yes|{No

Abstract Explanation

Deviations from “the
Corporate Sustainable
Development
Best-Practice Principles
for TWSE/TPEx Listed
Companies” and Reasons

yarn and purchased waste fishing nets as raw materials are added. In 2021, the new Ecocycle Plant
start-up, acquired waste bottle flakes as recycled raw materials to produce bottle recycled PET chips.
The products have been certified by IDFL to expand the field of environment- friendly products and

achieve the purpose of resource recycling and reuse with a positive attitude.

Energy saving is the consistent goal of our company. With the efforts of various departments, the
average annual energy saving rate from 2015 to 2021 is 1.13%, and the power saving performance
approximately 1,840,000 kWh, and the cumulative power saving performance from 2015 to 2021
reached 10.07%, showing that our company has achieved remarkable results in energy conservation.
Our company will continue to work hard in the future and stride toward the high energy-saving goal.

(2)Social contribution :

For disadvantaged families, in 2021 our company helped set up factory teaching classes (in

cooperation with the University of Science and Technology ) and provides salary and study subsidies

('see below ) , so that students can learn to be independent and obtain employment while studying.

Number of
Unit Object Hmbet 0
people
National Yunlin University of Science and Technology | College students 20
National Chin-Yi University of Technology College students 24
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Annexes

Risk Management Policy

The Company shall, in accordance with the principle of materiality, conduct risk
assessments on environmental, social and governance issues related to the Company's
operations, and formulate relevant risk management policies or strategies in accordance
with the "Operational Risk Management Procedures".

Major Issues

Risk Assessment
Items

Risk Policy or Strategy

Environment

Environmental Policy

e Tightening of
environmental
regulations

® Zero carbon
emissions

The Company is committed to energy conservation and carbon
reduction, industrial waste reduction, pollution prevention, and
resource recycling and reuse.

1. The Company follows the ISO 14001 Environmental
Management System Standard to assess environmental risks
every year, and sets environmental goals and management plans
to eliminate or control risks.

2. The Company follows the ISO 14064-1 Greenhouse Gas
Inventory System Standard to conduct inventory checking and
formulate energy-saving plans to reduce electricity consumption
by at least 1% every year. In order to implement environmental
protection and develop green energy, the Company will continue
to promote the installation of solar power generation equipment.

3. Promoting ISO 14067 product carbon footprint inventory to
enable management to make carbon reduction plans and measure
investment benefits based on quantitative data, in line with the
green trend of international regulations, and also strengthening
the overall textile supply chain towards low carbon and net-zero.

4. Inresponse to the green trend of domestic regulations and the
launch of the international carbon tariff, the Company has
obtained the reduction credits through the carbon reduction
project, which are certified and issued by government agencies, in
order to reserve the Company's energy for the carbon trading
market.

Social

Occupational Safety
Policy

e Employee safety
awareness

e Employee health
management

The Company aims at zero disasters and has passed the ISO 45001

Occupational Health and Safety Management System certification.

1. To prevent hazards, the Company provides a safe environment for
high-risk operations and equipment, and provides personnel with
necessary occupational health and safety training in a timely
manner.

2. In order to promote occupational health, the Company conducts
an annual health check and plans appropriate health promotion
activities.

3. The Company invites contractors to participate in the organization
meeting of the agreement every year to share industrial safety
experience and provide relevant safety training to enhance the
group's awareness of safety and health, and thereby reduce the
occurrence of occupational accidents.
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Major Issues

Risk Assessment
Items

Risk Policy or Strategy

Governance

Socioeconomic and
legal Compliance

e Sustainable
management

e Ethical
management

In accordance with the "Corporate Governance Best Practice
Principles for TWSE/TPEx Listed Companies", the Company has
formulated its " " Corporate Governance Best Practice Principles
as the basis for corporate governance. Through the establishment
of a governance organization and implementation of an internal
control mechanism, all personnel and operations are indeed in
compliance with relevant laws and regulations.

The Company follows the provisions of the "Corporate
Sustainable development Best Practice Principles" and
"Corporate Sustainable development Management System" to
ensure timely and correct disclosure of corporate sustainable
development related information. Perform corporate sustainable
development, and promote the balance between economy and
environmental ecology as well as the progress of the society, in
order to achieve the goal of sustainable development.

In accordance with the "Ethical Corporate Management Best
Practice Principles" and ", "Procedures for Ethical Management
and Guidelines for Conduct" the Company shall formulate ethical
corporate management policies and establish good corporate
governance and risk control mechanisms based on the business
philosophy of integrity, transparency and responsibility, in order
to create a sustainable business environment.
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3.4.6 Fulfillment of Ethical Corporate Management and Deviations from the

"Ethical

Corporate

Management

Best Practice

TWSE/GTSM Listed Companies"

Principles

for

Evaluation Item

Implementation Status

Deviations from the
“Ethical Corporate
Management Best

Practice Principles for

Yes| No Abstract Illustration TWSE/GTSM Listed
Companies” and
Reasons
. Establishment of ethical corporate
management policies and
programs
(1) Does the company have a v (1) None

Board-approved ethical
corporate management policy
and stated in its regulations
and external correspondence
the ethical corporate
management policy and
practices, as well as the active
commitment of the Board of
Directors and management
towards enforcement of such
policy?

(@ Based on the business philosophy

of integrity, transparency and
responsibility, our company has
formulated the "Ethical Corporate
Management Best Practice
Principles" and clearly defined in
it the ethical corporate
management policy as follows -
"Based on the principles of
fairness, honesty, trustworthiness
and transparency of business
activities, our company staff is
prohibited from engaging in
unethical behavior" and approved
by the board of directors.

®@ When our company communicates

with the supplier, the "Order
Notice" provided to the supplier
contains our company's "Ethical
Corporate Management Best
Practice Principle" and a
statement prohibiting unethical
behavior, and the supplier is
required to sign a "Supplier
Commitment Letter" to follow our
company's ethical corporate
management best practice
principle.

® All the directors and senior

management of our company
realize that unethical behavior is
our company's core value, agree to
follow our e company's "Ethical
Corporate Management Policy",
jointly signed the "Statement of
Compliance with Ethical
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Evaluation Item

Implementation Status

Deviations from the
“Ethical Corporate
Management Best

Practice Principles for

Yes| No Abstract Illustration TWSE/GTSM Listed
Companies” and
Reasons
Corporate Management Policy"
and will implement it
(2)Does the company have v (2) Our company has formulated the None
mechanisms in place to assess “Ethical Corporate Management
the risk of unethical conduct, Operation Procedures and Behavior
and perform regular analysis Guidelines". Article 5 of it contains
and assessment of business an unethical behavior prevention
activities with higher risk of plan formulated for business
unethical conduct within the activities assessed and analyzed to
scope of business? Does the have a higher risk of unethical
company implement programs behaviors, and the content covers
to prevent unethical conduct prevention measures against various
based on the above and ensure behaviors in Paragraph 2, Article 7
the programs cover at least the of the "Ethical Corporate
matters described in Paragraph Management Best Practice
2, Article 7 of the Ethical Principles for TWSE/GTSM Listed
Corporate Management Best Companies" (please refer to Article
Practice Principles for 5 of the "Ethical Corporate
TWSE/TPEx Listed Management Operation Procedures
Companies? and Behavior Guidelines").
(3)Does the company provide v (3) Our company has formulated the None
clearly the operating "Ethical Corporate Management
procedures, code of conduct, Operation Procedures and Behavior
disciplinary actions, and appeal Guidelines", which clearly contains
procedures in the programs the operating procedures and
against unethical conduct? behavior guidelines of the plan
Does the company enforce the against unethical behavior, as well
programs above effectively and as the system of punishment for
perform regular reviews and violations and complaint (please
amendments? refer to Article 9 of the Operation
Procedures and Behavior
Guidelines); the aforementioned
plan is implemented and regularly
reviewed and revised.
2. Fulfill operations integrity policy
(1) Does the company evaluate v (1) None

business partners’ ethical
records and include
cthics-related clauses in
business contracts?

(M®External promotion
When signing a contract with a
supplier, o company will explain
our company's ethical corporate
management policy to the
transaction counterparty and
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Evaluation Item

Implementation Status

Yes

No

Abstract Illustration

Deviations from the
“Ethical Corporate
Management Best

Practice Principles for
TWSE/GTSM Listed
Companies” and
Reasons

(2) Does the company have a unit
responsible for ethical
corporate management on a
full-time basis under the
Board of Directors which
reports the ethical corporate
management policy and
programs against unethical
conduct regularly (at least
once a year) to the Board of
Directors while overseeing
such operations?

)

require them to sign a " Supplier
Commitment Letter ", requesting
that giving or taking bribery and
the provision or acceptance of
improper benefits are prohibited
when dealing with our company.
In case of violation of the
regulations, our company may
suspend or terminate the
transaction contract and have the
right to demand compensation for
damages.

@ When our company communicates

with the supplier, the "Order
Notice" provided to the supplier
contains our company's "Ethical
Corporate Management Policy"
and a statement prohibiting
unethical behavior.

®DIn order to improve our company’s

ethical corporate management, the
President's Office of our company
is a dedicated unit responsible for
the formulation, supervision and
implementation of policies and
prevention plans, and reports to
the board of directors at least once
a year.

@ On November 5, 2021, it reported

to the board of directors the
Ethical Corporate Management
Policy, plan for preventing
unethical behavior, and
supervision and implementation
status as follows -
(A) Statement of Ethical
Corporate Management Policyj
(B) Description of Plan for
preventing unethical behavior,

(C)Training and promotion of

None
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Evaluation Item

Implementation Status

Yes

No

Abstract Illustration

Deviations from the
“Ethical Corporate
Management Best

Practice Principles for
TWSE/GTSM Listed
Companies” and
Reasons

(3) Does the company establish
policies to prevent conflicts
of interest and provide
appropriate communication
channels, and implement it?

(4) Does the company have
effective accounting and

integrity and ethics

(3) Our company has formulated a

policy in Article 19 of the "Ethical
Corporate Management Best
Practice Principle" to prevent
conflicts of interest :

@ For the directors, managers and
other interested parties of our
company present at the board
meeting either with or without
voting rights, if they or the legal
persons they represent have a
personal interest in the proposals
of the board meeting, they shall
explain the important content of
their interest at the current board
meeting; if it is harmful to the
interests of our company, they
shall avoid participating in the
discussion or voting, and shall not
act for other directors to exercise
their voting rights. Directors shall
also be self-disciplined and shall
not to support each other in
improper deeds. If a director’s
spouse or second-tier relative, or a
company in which the director has
a controlling interest, has a
personal interest in the proposal of
the board meeting, then the
director shall be regarded as
having a personal interest in the
proposal.

@ The staff of our company shall not
use their position or influence in
our company to obtain illegitimate
benefits for themselves, their
spouses, parents, children or
anyone else.

(4) Our company formulates an internal

audit plan based on the results of the

None

None
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Evaluation Item

Implementation Status

Yes

No

Abstract Illustration

Deviations from the
“Ethical Corporate
Management Best

Practice Principles for

TWSE/GTSM Listed
Companies” and
Reasons
internal control systems in risk assessment, and the internal
place to implement ethical audit unit implements various audit
corporate management? Does operations according to the plan.
the internal audit unit follow When special circumstances occur,
the results of unethical additional special inspections will be
conduct risk assessments and arranged.
devise audit plans to audit the
systems accordingly to
prevent unethical conduct, or
hire outside accountants to
perform the audits?
(5) Does the company regularly | v (5) None

hold internal and external
educational trainings on
operational integrity?

® In 2021, our company conducted
training on ethical corporate
management for a total of 30
internal managers.

® External propaganda
(A) When the company signs a

contract with a supplier, it
shall explain the company's
integrity management policy
to the transaction partner and
require them to sign a
"supplier commitment letter",
requesting that bribery or
bribery and the provision or
acceptance of improper
benefits are prohibited when
dealing with the company. In
case of violation of the
regulations, the company may
suspend or terminate the
transaction contract and have
the right to demand
compensation for damages.

(B) When the company

communicates with suppliers,
the "Order Notice" provided
by the supplier contains the
company's "Integrity
Management Policy" and a
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Evaluation Item

Implementation Status

Deviations from the
“Ethical Corporate
Management Best

Practice Principles for

Yes|No Abstract Illustration TWSE/GTSM Listed
Companies” and
Reasons
statement prohibiting
dishonest behavior.
3. Operation of the integrity channel
(1) Does the company establish v (1) None
both a reward/punishment @®Our company has established a
system and an integrity whistleblowing and reward
hotline? Can the accused be system, as detailed in Article 23 :
reached by an appropriate Whistleblowing System of our
person for follow-up? company's "Ethical Corporate
Management Best Practice
Principle".
@ Our company has established and
announced an internal
independent whistleblowing
mailbox and dedicated line on our
company website for internal and
external personnel to use.
® If there is any whistleblowing, the
President’s Office responsible for
ethical corporate management
shall assign a dedicate person in
accordance with the prescribed
procedures..
(2) Does the company have in v (2) Our company has formulated None
place standard operating standard investigation procedures
procedures for investigating and the related confidentiality
accusation cases, as well as mechanism for the acceptance of
follow-up actions and whistleblowing. (Please refer to
relevant post-investigation Article 23 of our Company's
confidentiality measures? Ethical Corporate Management
Best Practice Principle)
(3) Does the company provide v 3) None

proper whistleblower
protection?

® Article 23 : Whistleblowing
System of our company's "Ethical
Corporate Management Best
Practice Principles” clearly
stipulates that our company's
relevant personnel handling
whistleblowing shall declare, in
writing, that the identity of the
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Implementation Status Deviations from the
“Ethical Corporate
Management Best
Evaluation Item . Practice Principles for
Yes| No Abstract Illustration TWSE /GTSMpLis ted
Companies” and
Reasons

whistleblower and the content of
the whistleblowing are
confidential, and anonymous
whistleblowing is allowed. Our
company also promises to protect
whistleblowers from improper
treatment due to whistleblowing.

® On our company's website
regarding the whistleblowing
channel, it is also clearly stated
that our company will keep
confidential the identity of the
whistleblower and the content,
will investigate and deal with the
matter as soon as possible, and
will prevent improper disposal due
to the whistleblowing.

4. Strengthening information v Our company is planning to disclose its None
disclosure "Ethical Corporate Management Best
Does the company disclose its Practice Principle" on the corporate
ethical corporate management website, and there is a dedicated person
policies and the results of its responsible for our company's
implementation on the company’s information at all times and disclosing
website and MOPS? and updating it when necessary.

5. If the company has established the ethical corporate management policies based on the Ethical Corporate
Management Best-Practice Principles for TWSE/TPEx Listed Companies, please describe any discrepancy
between the policies and their implementation.

There have been no differences.

Our company revised the “Ethical Corporate Management Best Practice Principles of our Company” based

on the “Ethical Corporate Management Best Practice Principles for TWSE/GTSM Listed Companies”, and

has it passed by the board meeting on March 20, 2020. There is no difference between the operation and the
established principles.

6. Other important information to facilitate a better understanding of the company’s ethical corporate
management policies (e.g., review and amend its policies).
In order to implement the ethical corporate management policy, our company has formulated the "Ethical
Corporate Management Operation Procedures and Behavior Guidelines" on October 20, 2020.
Formulated main points as follows
(1) Establishment of the "Ethical Corporate Management Operation Procedures and Behavior Guidelines”
prevention program.

(@ Prohibition of offering and accepting bribes or improper benefits.

®@ Procedures for handling political contributions.

® Procedures for handling charitable donations and sponsorships.
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Evaluation Item

Implementation Status

Yes

No

Abstract Illustration

Deviations from the
“Ethical Corporate
Management Best

Practice Principles for
TWSE/GTSM Listed
Companies” and
Reasons

Q@ ® ®

(2) Whistleblower reporting system.
(3) Training and promotion of integrity and ethics.

Prevention of unfair competition.

Prevention of conflict of interest (recusal due to conflict of interest).

Prevention of infringement of intellectual property rights.

Prevention of products or services from harming consumers or other stakeholders.

3.4.7 Corporate Governance Guidelines and Regulations

(Inquiry method : MOPS\Corporate governance\Formulation of relevant procedures

and rules for corporate governance).

. (Revised) Fixed
Corporate Governance Regulations
Date
« Code of Practice on Corporate Governance March 11, 2022

« Integrity Management Code

March 20, 2020

« Integrity Management Operating Procedures and Behavior Guidelines

October 20, 2020

¢ Code of Ethical Conduct

August 7, 2020

o Code of Practice for Sustainable Development (Former Code of

Practice for Corporate Social Responsibility)

May 6, 2022

e Measures for the Evaluation of the Board's Performance

January 7, 2022

3.4.8 Other Important Information Regarding Corporate Governance

3.4.8.1 The company has formulated the "Management Regulations for Preventing

Insider Trading" as the basis for the company's major information

processing and disclosure mechanism, and reviews the regulations from

time to time to meet current laws and regulations and practical management

needs.

3.4.8.2 The regulations are also announced in the internal document management

system for managers and employees to consult at any time, and the

company's important internal information and matters for precautions are

also announced from time to time.
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3.4.9 Disclosures relating to the execution of internal control policies

3.4.9.1 Internal Control system Statement -

Declaration of internal control system of public offering company
Indicates that both design and execution are effective

(This statement is applicable when all laws and regulations are declared in compliance with laws and regulatio)

f e~ NTTITIRT A TRATINTTAAFITNY AT T rmr

ZIG SHENG INDUSTRIAL CO., LTD.
Statement of Internal Control System

Date: March 11, 2022

According to the Company’s internal control policy, The following statement had been made based on the

results of self-assessment in 2021 :
i,

The Company acknowledges and understands that it is the Board of Directors’ and the
management team’s responsibility to establish, implement, and sustain an internal control
system, and that such a system has already been established throughout the Company. The
purpose of this system is to provide reasonable assurance in terms of business performance,
efficiency (including profitability, performance, asset security etc.), reliable, timely and
transparent financial reporting, and compliance of relevant regulations and relevant laws etc.

. The internal control system has inherent limitations, no matter how comprehensively it is

well-designed. As such, an effective internal control system can only reasonably assure achievement of
the three goals mentioned above. Furthermore, changes in the environment and circumstances may all
affect the effectiveness of the internal control system. However, self-supervision measures were
embedded within the internal control system and it is able to facilitate immediate rectification once

flaws have been identified.

. The Company evaluates the effectiveness of its internal control policy design and execution

based on the criteria specified in “Regulations Governing Establishment of Internal Control
Systems by Public Companies” (hereinafter referred to as the “Regulations”). The criteria
introduced by the “Regulations” consisted of five major elements, each representing a
different stage of internal control: 1. Control environment, 2. Risk evaluation, 3. Control
procedures, 4. Information and communication, 5. Supervision activities. Each element further
contains several items. Please refer to the Regulations for the details.

. The Company adopted the above-mentioned criteria to evaluate the effectiveness of its

internal control policy design and execution.

. Based on the assessments described above, the Company considered the design and execution

of its internal control system to be effective as at December 31, 2021. This system (including
the supervision and management of the Company’s subsidiaries) has provided assurance with
regards to the Company’s business results, target accomplishments, reliability, timeliness and
transparency of reported financial information, and its compliance with relevant laws.

. This Statement constitutes a part of the Company’s annual report and prospectus, and shall be

disclosed to the public. Any illegal misrepresentation or non-disclosure in the public
statement above are subject to legal consequences described in Articles 20, 32, 171, and 174
of the Securities and Exchange Act.

. This Statement was approved by the Company’s board of Directorson March 11, 2022. None of

the 10 board directors present to the meeting held any objections, and unanimously agreed to
the contents of this Statement.

Z1G SHENG IND. CO., LTD.

Chairman * \(@ }L , go C( /7 gZ‘/i/i)gnature

President - Signature

{%@ (24
r
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3.4.9.2 If the internal control policy was reviewed by an external auditor, the result of

such review must be disclosed : None.

3.4.10 Penalties imposed against the Company for regulatory violation, or penalties
against employees for violation of internal control policy in the most recent year
up till the publication date of this annual report; describe areas of weakness and
any corrective actions taken : None.

3.4.11 Major resolutions made by the Shareholders’ Meeting and the Board of Directors
during the latest financial year up until the publication date of this annual
report -
3.4.11.1 Important Resolutions of the General Meeting of Shareholders and

Implementation Status :

(Originally scheduled for June 25, 2021, due to the COVID-19 epidemic, it was
postponed to July 23, 2021 according to the regulations of the competent authority)

Resolutions of attending shareholders Execution Status

1. Recognize the 2020 annual business 1. The minutes of the shareholders' meeting have
report and financial statement.

2. Recognize the 2020 annual profit
distribution proposal (NT$0.1 per share).

R . capital reserve NT$0.2)
3. The case of distributing cash dividends A total of NT$159,506,514 was issued,
from capital reserves (NT$0.2 per share). The ex-dividend base date is August 17, 2021,
4. Approved some amendments to the The cash dividend payment date is September 8,
company's "Director Election Measures". 2021.

been uploaded to the Public Information
Observatory on July 26, 2021.
2. Cash dividend, NT$0.3 per share (surplus NT$0.1,

3. On July 23, 2021, the "Director Election Method"
completed the reporting of corporate governance
related rules and updated the company's website
information simultaneously.

34.11.2

Major resolutions made by the Board of directors’ Meeting :

Date

Major resolutions

January 8,2021

Discussion -----

1. The 2019 year-end bonus and supervisor bonus payment standard for managers and concurrently
employees of the company.

2. The payment standard of the company's directors' remuneration in 2021.

3. The payment standard of the company's managers' remuneration in 2021.

March 26,2021

The 8th audit committee review report of the first session.

Audit report ----- Work report from November 2020 to February 2021.

Financial report -----
(1) The company's 2020 annual performance evaluation report of the board of directors.

(2) Derivatives operation and financial status report.
Discussion -----
1. Approved the 2020 Internal Control System Statement.

2. Amendment of the Company's internal control system.

3. To consider the 2020 employee compensation and director compensation distribution proposal.
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Date

Major resolutions

4. Review the 2020 individual and consolidated financial reports of the company.
5. Review the independent assessment of certified accountants and the appointment and
remuneration of 2020.

6. Revise the Company's [Director Election Method].
7. To consider the 2020 surplus distribution proposal.
8. Discuss the case of issuing cash dividends from capital reserves.

9. Determining the date, place and agenda of the 2021 Annual General Meeting of Shareholders
(Friday, 6/25)

10. Decide on the period, premises and other related matters for accepting shareholders' proposals
at the 2021 Annual General Meeting of Shareholders.

May 7,2021

The 9th audit committee review report of the first session.
Audit report ----- Work report from March to April 2021.
Financial report ----- including derivatives operation, financial status report.

Matters to be discussed ----- In accordance with the regulations of the competent authority, a
corporate governance supervisor shall be established.

Tuly 1,2021

Financial report ----- The company has listed the notices in the announcement for many times and
listed the disposal stocks for the second time on June 3 and June 24 respectively.

Matters to be discussed ----- In response to the new crown pneumonia, the shareholders' meeting
was postponed according to regulations, and the date of the 2021 annual shareholders' meeting was
re-set.

August 6,2021

The 10th audit committee review report of the first session.

Audit report ----- May to July work report in 2021 ,the company's directors, supervisors and
important staff liability insurance renewal report.

Accounting report ----- 2Q2021 financial report.
Financial report ----- including derivatives operation, financial status report.

Items to discuss ----- None.

November 5,2021

The 11th Audit Committee Review Report of the First Session

Audit report ----- August to October work report in 2021.

President's Office ----- Implement the implementation report on the integrity of the business
situation.

Accounting report ----- 3Q2021 financial report.

Financial report ----- including derivatives operation, financial status report.

Items to be discussed ----- 1. The 2022 annual audit plan of the Republic of China.
2. Revise the company's internal control system.

3. Revise the performance evaluation method of the Board of Directors of the Company.

January 7,2022

Discussion -----

1. 2021 year-end and supervisor bonus payment standards for managers and concurrently
employees of the company.

2. The payment standard of the company's directors' remuneration in 2022.

3. The payment standard of the company's managers' remuneration in 2022

4. The accountant's change case.

5. Revise the performance evaluation method of the Board of Directors of the Company.
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Date

Major resolutions

March 11,2022

The 13th audit committee review report of the first session.

Audit report ----- Work report from November 2021 to February 2022.

Accounting report ----- In order to apply the new regulations of the stock exchange and prepare the
financial information for the year 2022, the company has completed the improvement and
identification requirements notified by the stock exchange.

Business report ----- The general manager reports annual business report in 2021.
Financial report ----- (1) The company's annual corporate governance strengthening work report in
2021.

(2) The company's performance evaluation report of the board of directors in 2021.
(3) Derivatives operation, financial status report.

Discussion -----

1. Review the Annual Internal Control System Statement in 2021.

2. Amend the company's corporate governance code of practice.

3. To consider the 2021 annual staff remuneration and directors' remuneration distribution
proposal.

4. Review the individual and consolidated financial reports of the company in 2021.

5. Review the independent assessment of certified accountants and the appointment and
remuneration in 2022.

6. Review the surplus distribution proposal in 2021.

7. 1t is proposed to comprehensively improve directors and lift the restriction on conscientiousness
of new directors.

8. To determine the date, place and agenda of the 2022 Annual General Meeting of Shareholders.
(6/8 Wednesday)

9. Review and accept matters related to shareholders' nomination of director candidates.

10. Reviewing and accepting relevant matters such as the period and premises of shareholders'
proposals at the 2022 shareholders' meeting.

April 21,2022 |Financial report ----- (1) Proposal for the 111 Annual General Meeting of Shareholders holding
more than 1% of the shares © none.
(2) Candidates for directors nominated by shareholders holding more than 1% of the shares : none.
(3) Candidates for independent directors nominated by shareholders holding more than 1% of the
shares © none.
Matters to be discussed ----- The list of candidates for ten directors (including three independent
directors) of the 19th session of the Company was resolved.

May 6,2022  |The 14th Audit Committee Review Report of the First Session

Audit report -------- Work report from March to April 2022.

General Manager's Office Report ----- The Operation of Corporate Social Responsibility in 2021
Annual Report.

Corporate Governance Office Report --- 2021-year corporate governance evaluation results report.
Matters to be discussed --------- 1. Amendment of the Company's "Code of Corporate Social
Responsibility" and its name change to "Code of Practice for Sustainable Development"

2. Reviewed the first quarter financial report of the Company in 2022.

3.4.12 Documented opinions or written statement made by Directors or Supervisors
against board resolutions in the most recent year, up till the publication date of
this annual report : None.
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3.4.13 Resignation or discharge of the Chairman, President, head of accounting, head
of finance, chief internal auditor, or head of R&D in the most recent year up
till the publication date of this annual report :
The company's accounting supervisor was adjusted on January 7, 2022, and
the new accounting supervisor, CHENG, CHIU-YUEH, Manager of

Accounting

Department,

CHEN,CI-HUANG, the former Assistant Vice President of Accounting
Department, retired on February 28, 2022.

February 28, 2022

Reasons for
] Date of Date of ) ]
Title Name . L Resignation or
Appointment Termination o
Dismissal
Assistant Vice
President of September 16, | February 28, .
Accounting CHEN,CI-HUANG 1998 2022 Retirement
Department

3.5 Information on the professional fees of the attesting CPAs (external auditors)

Name of CPA Name of CPA Ac.countan.t s Audit fee Non-audit Total Remark
firm review period fees
oCertify duty files of
January 1, 2021 to dual-status business entities
HSIAO, Reeistration of d
YING-CHIA December 31, eRegistration of decrease
2021 capital amount with treasury
Crowe (TW) stock
CPAs 1,990 63 2,053 eSalary information of
LIN January 1, 2021 to full-time non-managerial
’ December 31, employees
CHIH-LUNG 2021 eSubsidiary data translation
and certification

3.5.1 The content of the amounts of both audit and non-audit fees and the details of the
non-audit services for non-audit fees paid to the CPA, to the accounting firm of the
CPA, and to any affiliated enterprise of such accounting firm are equivalent to one
quarter or more of the audit fees paid : None.

3.5.2 When the accounting firm is changed and the audit fees paid for the financial year
in which the change took place are lower than those paid for the financial year
immediately preceding the change, the amount of the audit fees before and after the
change and the reason shall be disclosed : None.

3.5.3 When the audit fees paid for the current financial year are lower than those paid for
the immediately preceding financial year by 10 percent or more, the amount and
percentage of and reason for the reduction in audit fees : None.
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3.6 Information regarding Change of CPA
Change of accountants in the last two years and later periods :

3.6.1 Information relating to the former CPAs :

Replacement Date March 17, 2021

Due to internal restructuring at Crowe (TW) CPAs, Formerly
HSIAO, YING-CHIA and LIN, MEI-LING accountants changed to

Replacement reasons

and explanations HSIAO, YING-CHIA and LIN, CHIH-LUNG .
Parties
Describe whether the St CPA The Company
. atus
Company terminated or Termination of Not applicable Not applicable
the CPA did not accept .
0 ot . appointment
the appointmen No longer accepted Not applicable Not applicable
(continued)
appointment

Other issues (except for

unqualified issues) in

the audit reports within None
the last two years
Accounting principles or practices
Disclosure of Financial Statements
Differences with the Yes Audit scope or steps
company Others
None | v

Remarks/specify details -

Other Revealed

Matters None

3.6.2 Information relating to the successor CPAs : Not applicable.
3.6.3 Replay of former auditor to item 1 and item 2-3 of Subparagraph 6 of Article 10 of
these Regulations : None.

3.7 The Company’s chairman, president or managers in charge of finance and
accounting operations, who holds any positions within the CPA firm or its affiliates
in the most recent year, the name, job title and the employment period at the
independent audit firm or its affiliates : None.
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3.8 Transfer or pledge of stock rights of directors, supervisors, managers, shareholder
with a stake of more than 10 percent in the most recent fiscal year and up till the

publication date of this annual report.
Unit : Shares

2021 As of April 9, 2022
. Pledged . Pledged
Title Name Holding Holding Holding Holding
Increase Increase
(Decrease) Increase (Decrease) Increase
(Decrease) (Decrease)
Chairman YEH, SOU-TSUN 0 0 0 0
Director and President SU, PAT-HUANG 0 0 0 0
Y1 SHENG
Director INVESTMENT CO., 0 0 0 0
LTD.
Representative of corporate director | SU, CING-YUAN 0 0 0 0
Director and Vice President of
Chemical Materials Business YEH, TSUNG-HAO 0 0 0 0
Division
. . . . LIANG,
Director and Senior Vice President LONG-SHIANG 0 0 0 0
Director SU, EN-PING 0 0 0 0
Director SU, PO-CHEN 0 (2,200,00) 0 0
Independent director OU, YU-LUN 0 0 0 0
Independent director YU, NENG-YUAN 0 0 0 0
Independent director LIN, KO-WU 0 0 0 0
Vice president of the Ministry of
Works and Plant Management YOU, CONG-JHIH 0 0 0 0
Office
Plant manager of Nylon ZENG, YU-CI 0 0 0 0
Polymerization Plant
V1.ce.: Pre51dent of Fiber Business YE, PI-LU 0 0 0 0
Division
Vice President of General KUO, 0 0 0 0
Management Division SHIH-CHENG
Vice President of Financial YEN, CHUNG-TZU 0 0 0 0
Department
Assistant Vice President of
Accounting Department  (Note 3) CHEN, CI-HUANG 0 0 0 0
Manager of Accounting Department CHENG, 0 0 0 0
(Note 3) CHIU-YUEH
Assistant Vice President of R&D LIN,YU-TANG 0 0 0 0
Center
Ass1.stant V}c? Premdent of Fiber LIN.CHING-CHUAN 0 0 0 0
Business Division

Note 1 : There are no major shareholders holding more than 10% of the shares.

Note 2 : The counterparty of the equity transfer or equity pledge is the related party : None.

Note 3 : The company's accounting supervisor was adjusted on January 7, 2022, and the new accounting supervisor,
CHENG, CHIU-YUEH, Manager of Accounting Department, CHEN,CI-HUANG, the former Assistant
Vice President of Accounting Department, retired on February 28, 2022.

Note 4 :  LIN,CHING-CHUAN took office on April 1, 2021..
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3.9 Information on the top ten shareholders with shareholding ratio who are related
persons, spouses, second parents, etc.

April 10, 2022

Sharcholdin Name and Relationship Between
Current Sharcholdin Spouse’s/minor’s by Nomine eg the Company’s Top Ten
Name & Shareholding Ai‘lran ement Shareholders, or Spouses or Remarks
g Relatives Within Two Degrees
Shares % Shares % Shares % Name Relationship
SU,CING-YUAN, .
Representative of SU.CING-YUAN |~ Chairman Director of the
YI SHENG 52,783,760 | 9.93% 0 0 0 0 company
INVES];‘]\,;ISNT Co., SU, PAT-HUANG Director
0 0 SU, PAT-HUANG Brothers
YISHENG Representative
SU, CING-YUAN | 26,912,389 | 5.06% | 25,000 0 | 6000000 | 1.13% | INVESTMENT | Chairmanof |- of corporate
CO.. LTD the company | director of the
= - company
Qiang You Sheng | Supervisor of
0,
10,000,000 | 1.88% Co., Ltd. the company
0 0 SU,CING-YUAN |  Brothers
YI SHENG Director of Director and
SU, PAT-HUANG 27,160,455 | 5.11% 116,543 0.02% | 6,000,000 | 1.13% | INVESTMENT President of the
the company
CO., LTD. company
Qiang You Sheng | Director of
0,
10,000,000 | 1.88% Co., Ltd. the company
HOU, .
SHENG-YUAN, SU, PAT-HUANG Director
Representative of 20,000,000 | 3.76% 0 0 0 0 None
QIANGC YOEdSHENG SU,CING-YUAN | Supervisor
0., Ltd.
YEH LAN, Spouse
SU-CHIN 1
YEH, SOU-TSUN | 19,692,945 | 3.70% | 10,579,054 | 1.99% 0 0 Chairman of the
YEH. TSUNG-HAO Father and company
son
JHANG,BING-RONG,
Sggg%ﬁlgg‘f é’(f) 18,441,176 | 3.47% 0 0 0 0 None None None
LTD.
Father and
YEH, SOU-TSUN son
YEH LAN, Mother and Director of the
YEH, TSUNG-HAO | 12,492,312 | 2.35% 48,033 0.01% 0 0 SU-CHIN son compan
Older sisters pany
YEH, YU WUNG | and younger
brothers
YEH, SOU-TSUN Spouse
Moth d
YEH, LAN SU-CHIN | 10,579,054 | 1.99% | 19,692,945 | 3.70% 0 0 | YEHTSUNG-HAO| O &
YVEH. YU WUNG Mother and
’ daughter
SU, CING-LANG 8,590,154 | 1.62% | 4,563,505 | 0.75% 0 0 None None None
Father and
YEH, SOU-TSUN daughter
0 YEH, LAN Mother and
YEH, YU WUNG 7,524,337 | 1.42% 0 0 0 0 SU-CHIN daughter None
YVEH Older sisters
TSUNG-HAQ | &nd younger
brothers
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3.10 The number of shares held by the company, its directors, supervisors, managers,

and businesses directly or indirectly controlled by the company in the same
reinvested enterprise, and the consolidated shareholding ratio is calculated

Unit : shares/ %

; As of March 31 2022

Direct or Indirect Ownership by

Affiliated Enterprises | Ownership by the Company Dircctors/Supervisors/Managers Total Ownership
(Investment using the P £
equity method) Shares % Shares % Shares %
ZIS Holding Co.,Ltd.in
5,400,000 100.00 0 0 5,400,000 | 100.00

Republic of Mauritius
Nicest Int’L Trading
Corp. in Independent 300,000 100.00 0 0 300,000 | 100.00
State of Samoa
Ding Sheng Material
Technology Co., Ltd. 1,500,000 100.00 0 0 1,500,000 | 100.00
in Taiwan
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IV. Capital Overview

4.1 Capital and Shares
4.1.1 Source of Capital
4.1.1.1 Issued Shares

Authorized Capital Paid-in Capital Remark
Par -
Month/ Capital
Year Value Shares Amount Shares Amount Sources of Increased by
(NTS) (NT$ (NT$ . Other
(thousands) (thousands) Capital Assets Other
thousands) thousands)
than Cash
1969.08 10,000 1,600 16,000 1,600 16,000 Registration None None
1987.12 10 19,604 196,040 19,604 196,040 None None None
1991.11 10 42,808 428,080 42,808 428,080 1 None None
1992.06 10 90,000 900,000 61,643 616,435 2 None None
1993.08 10 90,000 900,000 75,821 758,215 3 None None
1994.04 10 90,000 900,000 90,000 900,000 4 None None
1994..07 10 160,000 1,600,000 108,000 1,080,000 5 None None
1995.06 10 160,000 1,600,000 129,600 1,296,000 6 None None
1996.07 10 160,000 1,600,000 149,040 1,490,400 7 None None
1996.12 10 330,000 3,300,000 190,000 1,900,000 8 None None
1997.09 10 330,000 3,300,000 280,000 2,800,000 9 None None
1998.06 10 550,000 5,500,000 336,000 3,360,000 10 None None
1999.07 10 550,000 5,500,000 383,040 3,830,400 11 None None
2000.08 10 600,000 6,000,000 406,022 4,060,224 12 None None
2003.08 10 600,000 6,000,000 422,263 4,222,633 13 None None
2004.08 10 600,000 6,000,000 439,153 4,391,538 14 None None
2005.09 10 600,000 6,000,000 472,090 4,720,903 15 None None
2007.08 10 600,000 6,000,000 480,588 4,805,880 16 None None
2008.09 10 600,000 6,000,000 489,239 4,892,386 17 None None
2009.04 10 600,000 6,000,000 482,116 4,821,166 18 None None
2010.09 10 600,000 6,000,000 489,348 4,893,483 19 None None
2011.09 10 600,000 6,000,000 518,709 5,187,092 20 None None
2012.05 10 600,000 6,000,000 599,709 5,997,092 21 None None
2012.08 10 800,000 8,000,000 605,706 6,057,063 22 None None
2013.09 10 800,000 8,000,000 611,763 6,117,634 23 None None
2020.07 10 800,000 8,000,000 578,000 5,780,004 24 None None
2020.11 10 800,000 8.000.000 550,001 5,550,013 25 None None
2021.01 10 800,000 8,000,000 531,688 5,316,883 26 None None
Remark Source of capital (NT$) l;:ngz?p?gfﬁ??ﬂigz’
1 ~ |Cash capital increase 36,000,000 Capitalization of earnings  [196,040,000 JING(1991)-SHANG-ZIH No. 126830
2 ~ |Capitalization of earnings  |149,828,000| Additional paid-in capital 38,527,200 JING(1992)-SHANG-ZIH No. 111910
3~ |Capitalization of earnings 141,780,100 JING(1993)-SHANG-ZIH No. 114797
4 ~ [Cash capital increase 141,784,700 JING(1994)-SHANG-ZIH No. 106616
5 ~ |Capitalization of earnings 180,000,000 JING(1994)-SHANG-ZIH No. 111110
6 ~ |Capitalization of earnings 108,000,000| Additional paid-in capital 108,000,000 JING(1995)-SHANG-ZIH No. 108398
7 ~ |Capitalization of earnings 64,800,000|Additional paid-in capital 129,600,000 JING(1996)-SHANG-ZIH No. 112973
8 ~ |Cash capital increase 409,600,000 JING(1996)-SHANG-ZIH No. 122254
9 ~ |Cash capital increase 520,000,000 Capitalization of earnings |190,000,000{ Additional paid-in capital 190,000,000{JING(1997)-SHANG-ZIH No. 118953
10 ~ |Capitalization of earnings 280,000,000 Additional paid-in capital |280,000,000 JING(1998)-SHANG-ZIH No. 116419
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Department of Commerce,

Ri k S f capital (NT.
emar ource of capital (NTS) MOEA Approval number
11 ~ |Capitalization of earnings ~ |201,600,000|Additional paid-in capital ~ |{268,800,000 JING(1999)-SHANG-ZIH No. 129189
12 ~ |Capitalization of earnings 172,368,000 Additional paid-in capital 57,456,000 JING(2000)-SHANG-ZIH No. 089127894
13 ~ |Capitalization of earnings 162,408,000 JING-SHOU-SHANG-ZIH No. 0920125250
14 ~ |Capitalization of earnings  |126,678,990|Additional paid-in capital 42,226,330 JING-SHOU-SHANG-ZIH No. 09301156140
15 ~ |Capitalization of earnings ~ [329,365,370 JING-SHOU-SHANG-ZIH No. 09401177070
16 ~ |Capitalization of earnings 84,976,260 JING-SHOU-SHANG-ZIH No. 09601239900
17 ~ |Capitalization of earnings 86,505,840 JING-SHOU-SHANG-ZIH No. 09701243000
18 ~ |Decrease in treasury stokck | 71,200,000 JING-SHOU-SHANG-ZIH No. 09801065890
19 ~ |Capitalization of earnings 72,317,490 JING-SHOU-SHANG-ZIH No. 09901218930
20 ~ [Capitalization of earnings 293,609,000 JING-SHOU-SHANG-ZIH No. 10001194830
21 ~ |Capitalization of earnings 810,000,000 JING-SHOU-SHANG-ZIH No. 10101083150
22 ~ |Capitalization of earnings 59,970,930 JING-SHOU-SHANG-ZIH No. 10101171260
23 ~ |Additional paid-in capital 60,570,630 JING-SHOU-SHANG-ZIH No. 10201191360
24 ~ |Decrease in treasury stokck (337,630,000 JING-SHOU-SHANG-ZIH No. 10901120120
25 ~ |Decrease in treasury stokck (279,990,000 JING-SHOU-SHANG-ZIH No. 10901205850
26 ~ |Decrease in treasury stokck [183,130,000 JING-SHOU-SHANG-ZIH No. 11001014500
4.1.1.2. Type of Stock
April 10, 2022
Authorized Capital
Share Type ) Remarks
Issued Shares Un-issued Shares Total Shares
Common shares 531,688,380 268,311,620 800,000,000 None
4.1.2 Status of Shareholders
April 10, 2022
. . o . Foreign
Government | Financial | Other Juridical Domestic orelg
Item . oo Institutions & Total
Agencies | Institutions Persons Natural Persons
Natural Persons
Number of
0 0 68 46,714 93 46,875
Shareholders i >
Shareholdin
£ 0 0 112,388,505 | 404,398,153 14,901,722 | 531,688,380
(shares)
Percentage 0.00% 0.00% 21.14% 76.06% 2.80% 100.00%
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4.1.3 Shareholding Distribution Status

Common Shares Par value per share NT$10

April 10, 2022

Class of Shareholding Number of Shareholding Percentace
(Unit :  Share) Shareholders (Shares) £
1~999 13,585 2,409,312 0.45%
1,000 ~ 5,000 24,422 54,257,093 10.21%
5,001 ~ 10,000 4,596 37,786,461 7.11%
10,001 ~ 15,000 1,253 16,094,903 3.03%
15,001 ~ 20,000 1,012 19,205,658 3.61%
20,001 ~ 30,000 792 20,713,523 3.90%
30,001 ~ 40,000 322 11,713,950 2.20%
40,001 ~ 50,000 251 11,942,959 2.25%
50,001 ~ 100,000 364 26,391,353 4.96%
100,001 ~ 200,000 153 22,327,413 4.20%
200,001 ~ 400,000 45 12,350,772 2.32%
400,001 ~ 600,000 34 17,003,612 3.20%
600,001 ~ 800,000 7 4,978,437 0.94%
800,001 ~ 1,000,000 3 2,800,171 0.52%
1,000,001 or over 36 271,712,763 51.10%
Total 46,875 531,688,380 100.00%
4.1.4 List of Major Shareholders
April 10, 2022
Shareholding
Shareholder's Name
Shares Percentage
YI SHENG INVESTMENT CO., LTD. 52,783,760 9.93%
SU, PAT-HUANG 27,160,455 5.11%
SU, CING-YUAN 26,912,389 5.06%
QIANG YOU SHENG Co., Ltd. 20,000,000 3.76%
YEH, SOU-TSUN 19,692,945 3.70%
SHUO CYUAN CO., LTD. 18,441,176 3.47%
YEH, TSUNG-HAO 12,492,312 2.35%
YEH, LAN SU-CHIN 10,579,054 1.99%
SU, CING-LANG 8,590,154 1.62%
YEH, YU WUNG 7,524,337 1.42%
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4.1.5 Market Price , net value, Earnings, Dividend per Share and relevant
information for the last two years :

Unit : NT$
Year Year-to-date
2020 2021 March 31,
It
ems 2022(Note 5)
Market Highest 12.45 28.70 17.20
Price Per  [Lowest 4.44 8.68 14.85
Share
Average 7.78 17.40 15.96
Net worth | Before distribution 12.25 13.75 13.91
Pershare | Afier distribution 11.95 1295 | None
Weighted average outstanding shares (thousand shares) 577,795 531,718 531,688
Earnings .
Per Share  |pg Before Adjustment (0.07) 1.73 0.15
After Adjustment (0.07) 1.73 0.15
Cash dividend Per Share 0.30 0.80 None
Dividend From retained Earnings 0 0 None
Per share  |Stock grants
(Note 1) From retained reserve 0 0 None
Accumulated undistributed dividends 0 0 None
Price/Earnings Ratio (PER) (Note 2) None 10.06 None
ﬁ?ﬁlym M |price/Dividend Ratio (PDR) (Note 3) 25.93 21.75 None
Cash Dividend yield (Note 4) 3.86 4.60 None

Note 1 : The dividend payment for the year 2021 was approved by the board of directors on March 11, 2022

Note 2 © Price / Earnings Ratio = Average Market Price / Earnings per Share (When the net profit after tax is 0 or
negative, it will not be calculated.)

Note 3 : Price / Dividend Ratio = Average Market Price / Cash Dividends per Share

Note 4 : Cash Dividend Yield Rate = Cash Dividends per Share / Average Market Price
Note 5 ©  Net value per share and earnings per share are based on the financial report data reviewed by accountants
in the first quarter of 2021.

4.1.6 Dividend Policy and Implementation Status

4.1.6.1 Dividend Policy -Article 25 of the Articles of Association

The company’s dividends shall be distributed in accordance with the
company’s articles of incorporation, taking into account the characteristics of
the business climate change, considering the impact of the life cycle of each
product or service on the future demand for funds and the tax system, and
maintaining a stable dividend.

Measure the capital requirements for the next year, and comprehensively
consider factors such as profitability, financial structure and the degree of
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dilution of earnings per share, and propose an appropriate ratio of cash to
stock dividends. The proposal is submitted to the shareholders meeting for
approval.

Shareholder dividends give priority to cash dividends. However, if the
company has major investment plans or needs to improve its financial
structure, part of the dividends will be changed to stock dividends. In order to
avoid excessive capital expansion and affect the dividend payment level in the
future, the stock dividend is 0% ~ 60% of the total dividend for the year.

4.1.6.2 Proposed Distribution of Dividend
On March 11, 2022, the board of directors of the company decided to

distribute cash dividends, and the distribution of surplus (NT$0.8 /share) was
submitted to the resolution of the shareholders' meeting of 2022.

4.1.7 Impact to Business Performance and EPS Resulting from Stock Dividend :

2021
Item
(Estimate)
Beginning Paid-in Capital ( in thousands of NTS$) 5,316,883
Current dividend|Cash dividend per share (NTS$) 0.8
distribution Dividend per share for capitalization of earnings (share) 0
(Note) Dividend per share for capitalization of Capital Surplus (share) 0
Operating profit (in thousands of NT$)
Operating profit increase (decrease) ratio from same period of last year
Net income (in thousand NT$)
Changes in - - - - -
Net income increase (decrease) ratio from same period of last year ( in
Operating
thousands of NTS$)
performance
Earnings per Share (EPS) (NTS$)
EPS increase (decrease) ratio from same period of last year
Annual average return on investment (annual average PER reciprocal) No public
L ‘ Pro Forma EPS (NT finances
Capitalization of earnings changed to ro forma (NTS)
distribution of cash dividend in full ~|Pro Forma annual average return
ratio
. T . Pro F EPS (NT
Pro Forma EPS |Without capitalization of Capital ro forma (NTS)
Surplus Pro Forma annual average return
and PER ratio
Without capitalization of Capital Pro Forma EPS (NT$)
Surplus and capitalization of earnings
changed to issuance of cash dividends|Pro Forma annual average return
ratio
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4.1.8 Compensation of Employees, Directors and Supervisors

4.1.8.1 According to Article 26 of the company's articles of association, the
provisions are as follows :

"If the company's annual settlement is profitable, it should first allocate 2%
of the remuneration to employees, and the remuneration of directors and
supervisors shall be allocated up to 3%. The resolution on the distribution
of employee remuneration in the preceding paragraph shall be passed by a
special resolution of the board of directors. Do it and submit it to the
shareholders meeting."

4.1.8.2. The company's profit in 2021 was NT$1,057,440,432, according to the
articles of association

Provision of employee compensation, totaling NT$21,148,809 (2%)
Provision of directors' remuneration amounting to NT$31,723,213 (3%)
All the above remunerations are paid in cash.

The case was approved by the 18th meeting of the 18th Board of Directors
of the Company, and the pre-tax net profit of the Company in 2021 was
NT$1,004,568,410 after allotment of employee remuneration and directors'
remuneration.

4.1.8.3 Last (2020) year allotment of employee remuneration and directors and
supervisors’ remuneration -

As the 2020 is a pre-tax loss, no compensation for employees, directors and
supervisors will be provided.

4.1.9 Buy-back of Treasury Stock

Repurchases already completed
January 25, 2021

Treasury stocks : Batch Order 5" Batch

To safeguard the company’s credit and

P f buy-back
HIPOse 07 BUy=bac shareholders’ rights

Timeframe of buy-back November 16, 2020 to January 12, 2021
Price range NTS$ 6.04 to 12.52 per share
Class, quantity of shares repurchased Common stock 18,313,000 shares

Value of shares repurchased

NT$ 170,569,117
(in NT$ thousands) 5170,

Quantity of repurchased shares as a percentage of

total shares to be repurchased (%) 61.04%

Shares sold/transferred 18,313,000 shares
Accumulated number of company shares held 0 shares
Percentage of total company shares held (%) 3.33%
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4.2 Issuance of corporate bonds : None.

4.3 Issuance of preferred shares : None.

4.4 Issuance of overseas depository receipts : None.

4.5 Status of employee stock option plan and status of employee restricted stock : None.

4.6 Issuance of new shares in connection with mergers or acquisitions or with
acquisitions of shares of other companies : None.

4.7 Capital plans and execution : None.
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V. Operational Highlights

5.1 Sales Information
5.1.1 Scope of sales
5.1.1.1 Main sales information
The production, buying, and selling of nylon chips, nylon POY, polyester DTY,
polyester ATY, nylon DTY, nylon ATY, and compounding materials.

5.1.1.2 Revenue distribution

Major Operating Operating Income of | Domestic and export sales
Divisions Percentage 2021 ratio
DTY 31.9% NT$3.58 billion Domestic  59%
Nylon filament 15.19% NT$1.69 billion Foreign 41%
Nylon Chip 45.7% NT$5.12  billion
Compounding 6.89% NT$770  million
Others 0.59% NT$60  million

5.1.1.3 New products under development
(1) DTY products

@®Under the trend of earth friendly and friendly earth, nylon and polyester are

becoming more and more important for the development of environmentally
friendly RECYCLE materials. To meet the needs of the world's major brands,
we process yarns with low denier and high number of "original colors", and new
fibers with deep dyeing that are easy to dye at low temperature and high
fastness, so as to achieve "water saving", "energy saving" and "waste reduction".
To meet the demands of environmental protection and carbon reduction, nylon

is developing in the direction of fishing net recycling.
@The unique properties of synthetic fibers are being combined with our factory

equipment and state of the art technology to produce new fibers for use in
synthetic cotton, wool, and silk yarns. These yarns will be used in functional
fabrics with warming, moisture absorbing, sweat wicking, anti-odor,
moisturizing, cooling, and mechanical stretch properties.

(®Nylon has always been the advantage of the factory, developing cool nylon

processing yarn with high moisture absorption, replacing natural fibers, and
antibacterial, moisturizing, and multi-functional, making it more comfortable to

wear.

@ATY will be incorporated into polyester, nylon, and blended fibers; and used in
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yarn dye and elastic fiber processing to mimic the feel of cotton, hemp, and
wool. As yoga wear moves from the indoor to the outdoor space, ATY products
demonstrate good potential in a market sector set apart from the typical market
for elastic nylon products.

®Successful development of low-amino group nylon will produce heather patterns

made from 100% nylon in order to provide downstream customers with broader
raw material selection, and improve hand feel.

®Replace the old with the new : Eliminate the old machines. At present, 80% of

the new machines have been added, and automatic wire unloading and changing

machines have been added to increase the competitive advantage of quality.

(2) Nylon products
@ Nylon chips :

® Different from other competitors, Zig Sheng manufactures diversified
products with multiple production lines. A variety of products, including
recycled chips, functional and specialized items are applied to bright and
full-dull textiles. Global manufacturers in Japan and Europe have adopted
our products in the high-tenacity industrial yarn and deep-dyeing textile
markets with applications in food packaging and carpet.

® The compound division and the R&D polymerization test line were
established to expand our territory into electronics, motors, sports,
automotive, food packaging, etc.

@ Nylon filament :

® The rapid growth of the textile industry in Mainland China, India, and
developing countries necessitates the development of specialized and
diversified products as the only competitive strategy. Besides developing
yarns with extremely coarse deniers, extremely fine deniers, or high thread
counts, Zig Sheng will need to phase out old machinery in favor of upgraded
machines, which support the development of coarse denier, high tenacity
multi-filaments for use in industrial yarns with non-apparel applications. Our
nylon DTY factories will also use a vertical integration model to leverage the
advantages of producing our own raw materials.

® Develop deep dyed/high and low amino nylon/original dyed
yarn/environmentally friendly nylon/fishing net recycling, and implement the
environmental protection demands of "energy saving" and "wastewater
reduction".

® The production of far-infrared/hydrophilic cooling
yarn/antibacterial/special-section nylon/collagen and other functional

diversified products.
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® Expanding the scope of our products will allow supply of nearly all nylon-6
products, including: nylon monofilaments, yarn for Velcro, yarn for ribbons,
yarn for ATY, and POY for export, GRS certified pre-consumer waste, and
recycled fishing net nylon.

® Old machinery is continuously phased out in favor of new machines in order
to increase the rate of A grade products, reduce production costs, and
increase competitiveness. Existing machinery is being modified to produce a
small volume of diverse and differentiated products.

® With the advantages of product differentiation and stable quality, wages are
increased and profits are also increased.

(3) Compounding department

The following strategies for new product development are based on a simple yet
efficient compounding department with global sales channels spread around the
world :

(M®Development and sales of high transparent nylon grade.

@Development and sales of antibacterial plastic grades. Adding high temperature

calcined oyster shells powder or eggshell powder (bio-waste) into PP or ABS.
After calcining, oyster shell powder and eggshell powder have antibacterial
properties.

®Zig Sheng will start to manufacture PA66 resin within 2 years. The

Compounding Department is developing PA66 glass fiber reinforced grades and
PA66 flame retardant grades, to follow new manufacture policy at the Company.
We will also register these PA66 grades to UL94.
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5.1.2 Industry Overview

5.1.2.1 System diagram of upstream, midstream and downstream industrial structure
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5.1.2.2. Industry Outlook and Development

(1) Industry status

From the fourth quarter of 2020, as the epidemic has eased, the global market have
gradually resumed business activities and resulting in increasing of demand. In
addition, soaring freight rates and insufficient supply of space, coupled with extreme
climate which affecting production and delivery, lead to unstable supply of raw
materials. Various factors have made the nylon raw material-CPL (caprolactam) rise
from US$1,230 per metric ton in November 2020 to US$2,150 per metric ton in
May 2021, and It remains at this high point so far

Under the rising prices of raw materials and ocean freight, various industrial chains
have increased the production costs, so it is necessary to increase sales volume.
However, due to the impact of the COVID-19 epidemic in the middle of the year,
the market demand has not been able to catch up. Fortunately, our main customers
were cooperating by long-term contracts, thus the sales volume can still remain
stable.

In terms of production strategy, the principle is inventory control. However, in
mainland China, the capacity of Nylon chips increased more than 1 million tons last
year. Accompany with weak domestic market and oversupply caused Chinese
manufacturers sell at low prices and intensified competition in overseas markets.

In the post-epidemic era, it is still necessary to observe whether customers will
adjust their purchasing policies due to high freight rates and whether downstream
demand can strengthen, so that we could adjust sales strategies promptly in response
to market changes.

Region 2020 2021

Mainland China 6.1% — 4.4%
Taiwan 32.8% — 30.0%
Northeast Asia 25.9% — 27.1%
Southeast Asia 17.6% — 20.4%
South Asia 16.0% — 15.3%

Zig Sheng hopes to leverage favorable sales strategies this year to increase sales
volume in India market from 1,000 tons per month to 2,000 tons per month in Q2;
and to reach a sales volume of 3,000 tons per month by Q4. Taiwan and Japan will
strive to maintain current sales volume, while also working together to develop more
profitable products that will gradually increase sales volume, including the GRS
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certified product, low viscosity product, Deep/Pale dye chips,CD nylon, and
copolymerization products that have been continuously prepared throughout 2020.
These products are expected to reach the market in the coming year.

Nylon production is rapidly expanding in Mainland China, India, and other
developing countries. A diversified product line, including anti-odor, moisturizing,
cooling, recycled, or dope-dyed yarn, is the only path to secure a financial future in
the wake of increased pricing competition. Engineering plastic could also lead to
increases in both sales volume and profit this year when certified for use in the
automotive, motorcycle, or household appliance industries.

Current international trends point to the formation of regional economies that restrict
global sales. The blind expansion of Mainland China caused an imbalance in supply
and demand across the industry that has pushed Taiwan into a higher pricing tier.
This awkward transitional phase necessitates continuous pursuit of a diverse and
specialized product line in order to compete with the mass market in Mainland
China and to create a competitive advantage.

(2) Development of the Taiwanese textile industry in recent years

With the raging of the COVID-19 epidemic, the epidemic situation in Southeast
Asian countries has been serious since 2021. Compared with the epidemic situation
in Taiwan, the epidemic situation is relatively stable, and the industry is developing
normally. Under the structural changes of the chemical fiber industry in Taiwan in
the past ten years, it has removed the ruds and preserved the essence, and
differentiated itself from the mainland mass production market. Relying on the
support of domestic sales and government policies, the mainland polyester and
nylon chemical fiber industry still plans to extend upstream raw materials PTA,
MEG, CPL to polymer spinning mills to process silk for one-stop development, and
then to weaving, dyeing and finishing. , garments and other textile industries.

In Taiwan, on the other hand, with the ups and downs of the world economy, energy
and materials have soared, but the overall industry is still under the shadow of the
mainland's massive expansion.

The following is an economic overview of the upstream, midstream, and
downstream industries responsible for Zig Sheng’s main products (polyester DTY,
nylon filaments, nylon chips) followed by an analysis of related product
development trends.
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®  Economic outlook of the synthetic polyester fiber industry

Industry Overview

Ansnpuy Joqr onoyuAs weansdn

Because the chemical fiber factories in the mainland have all developed
upstream of the petrochemical industry, the chemical fiber factories in Taiwan
have lost their dominance, but the mainland POY is still unable to be exported
to Taiwan, and the Taiwan POY factory still has a chance to breathe. In recent
years, Taiwan's POY factory has expanded its silk processing equipment to
compete with the silk processing industry. In addition, Hongzhou was
acquired by Yijin, and some POY factories shut down the thick denier line for
direct spinning, which made the supply of POY approaching insufficient, the
price rebounded, and POY factories have turned losses into profits. But there
is also a shortage of supply. Therefore, the company has recently increased the
purchase of polyester spinning equipment to supply part of its own
consumption, hoping to stabilize the supply of raw materials to differentiated
development without competing for profits with raw material factories. The
POY part of Jisheng's polyester raw material for processing silk still continues

to cooperate with the fixed raw material supplier to purchase the covered wire.

Ansnpuy A 1.d

The global regional economy is becoming more and more obvious, and
Taiwan's export trade barriers are increasing. The confrontation between the
governments on both sides of the strait, the impact of the epidemic, the
inability to introduce foreign workers, and the lack of jobs, is compressing the
living space of the industry. Polyester processing yarn insists on developing
towards specialization, coupled with the rapid response strategy of its own
polyester spinning equipment, giving up mass production of general
specifications, developing and mastering the raw materials by itself,
developing together with downstream fabric mills, and continuing to retire and
update the equipment. The diversified products of nylon processing yarn still
depend on our own continuous research and development. Supplemented by
consistent integration of raw materials. ATY air-textured yarn has diversified
picking equipment and integrated raw materials, making the products more
diverse.

Only peers also followed suit, resulting in increased supply, intensified
competition in the future, and profits can only be maintained. Last year,
Southeast Asian countries were affected by the new crown epidemic, and
many countries closed their cities and stopped work. The epidemic situation in

Taiwan was relatively stable, and orders benefited. one year.
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Industry Overview

S[[TIA J11qe,] Weansumo(

The industry has moved out, the awareness of environmental protection has
risen, the cost of dyeing and finishing plants has increased, and European and
American countries have lifted the blockade. On the contrary, the epidemic
situation in Southeast Asian and Northeast Asian countries has been seriously
affected. Because of the problem of port plugging, the knitted fabric industry
is chasing after the goods. On the basis of rapid response in Taiwan, the
knitted fabric industry Harvest year. Combined with research and
development, sales, and interaction with brand information, the demand for
the most terminal functional ready-to-wear clothing this year has grown
significantly throughout the year. Only by continuously combining with
downstream brands to jointly develop functional and fashionable market

demand products can we stand out in the perfect competition.

Economic outlook of the nylon industry

Industry Overview

Nylon Chips

The Mainland Chinese textile industry continues to develop
polymerization technology and propose new plans for expansion. A
large influx of nylon chips will increase the internal consumption ratio
of Mainland Chinese manufacturers. Taiwan will need to pursue a high
value and rapid response business strategy as a singular path to
success. We will need to use our small batches and multiple production
lines to develop diversified products that distinguish Zig Sheng from
Mainland Chinese manufacturers. As Mainland China continues to
advance, We will need to reduce dependence on the Mainland by
expanding into new product markets. In addition to Japanese market,

Indian and Southeast Asian ,also presents many viable opportunities.

Moreover, due to the shortage of chips, the operating reduction of
automobile industry continued from 2021 to first quarter of 2022, and
it is expected to recover in second half of 2022. The demand for film

applications remained relatively stable.
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Industry Overview

Nylon
filament

The momentum behind Mainland China and India is being felt
throughout the industry. The CHAINLON polymerization plant has
been sold to SINOPEC. KOLON, a Korean chemical and textile
manufacturer, has closed. Taiwanese firms TA SHENG AND
ACELON have both closed their ATY plants. However, Zig Sheng is
enjoying a broader customer base since expanding our product lines.
The company will avoid competition with Mainland China by
continuing to expand and distribute foreign sales. Our product lines
will continue moving toward ultacoarse denier and ultrafine denier
multifilament yarns. A small shift in focus from the highly competitive
Mainland Chinese market towards high value markets in Europe, the
U.S., and Japan has yielded slight results; however, Zig Sheng
continues to operate in a rather difficult environment. We hope to use
our proprietary polymerization technology to develop new recycled,
water-conserving, moisturizing, and anti-odor products that to stable

profit

Downstream
Fabric Mills

Zig Sheng is the largest and most competitive manufacturer of coarse
denier industrial fabric in the Taiwan Strait. The company collaborated
with downstream spinning plants and fabric mills to become the largest
high-end industrial fabric supplier in the industry. Downstream
customers at Korean chemical and textile manufacturer, KOLON, all
purchased raw materials from Zig Sheng. Fabric mills have enjoyed
stable profits throughout the entire year because most POY remained at
a low price point. The majority of mid and low denier fabrics, which
have faced price cutting, outbid orders, and polyester replacement by
Mainland Chinese firms, offer no clear business opportunity. However,
high quality circular knits/ultrafine denier down fabric has remained
stable. In recent years, fabric mills have started replacing machinery to
support a small number of diverse products that are set apart from
competitive Mainland Chinese markets.

Zig Sheng has seen positive expansion in home furnishings, functional
apparel, yarn for Velcro, yarn for ribbon, and ATY with different cross
sections; as well as new customers in emerging markets. Downstream
fabric mills are facing an uncertain economic climate, but a broader
customer base allows Zig Sheng to keep up momentum despite low

prices.
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® Overview of nylon compounding material market
In 2021, the COVID-19 pandemic continuously impacted global supply chains. In

the Compounding Materials Department, export business is still growing, but
domestic business is at same level, if not going down slightly. Sky rocking export
freight and appreciation of the New Taiwan Dollar (NTD) means that domestic
customers in Taiwan can buy domestic raw material but their finished goods and
semi-finished goods can’t export smoothly. This serious situation caused an
imbalance of production and sales; so domestic business is at same level, maybe
even going down slightly. Overall, the Compounding Department has seen
continuous sales growth.

@  Product development trends and scope of competition
Zigsheng continues to improve our production lines following the collective, albeit

disorderly, expansion of manufacturing in Mainland China. The company has
shown promising results in regions outside the Mainland. Annual production
volume is slightly smaller than this time last year but our added-value has
increased. As quality and volume continues to improve, Zigsheng will be able to
enter stable long term contracts with foreign and domestic customers to strengthen
the nylon industry.

The market for Taiwanese nylon is slowly disappearing in China. Zig Sheng
should not postpone the development of new markets or product applications. The
company has had some progress in recent years, but continuing to reduce our
export volume to Mainland China and reducing dependence on textile applications
will help our nylon chips and Nylon filament to reach long term sales goals. Food
packaging, industrial materials, and spare automotive parts will become part of
future mainstream markets. Zig Sheng is already performing well in these areas.

5.1.3 Overview of Technology and R&D
5.1.3.1. 2021 R&D budget and R&D budget at printing of this report
Unit : NTS$ thousands

Project 2021 1Q2022
R&D Budget (Including
equipment investments) 53,477 13,409

5.1.3.2. Successfully developed technologies and products

(1) DTY
(D The year-by-year replacement of the old has been completed, improving
production capacity and quality, and reducing the rework rate of secondary
inspection.
@Developed more POY to produce nylon, polyester, CD polyester and keep pace
with change.
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(®Added ATY machines that are operating at capacity to allow vertical integration
of our own raw material. This production model has been tested with polyester
and nylon to create a more diverse product line. Vertical integration of raw
material in elastic and compound manufacturing will provide customers with
greater selection and more collaborative opportunities.

@Created added-value for downstream customers by using diversified machinery
and technology to change the characteristics of our fibers. This provided
increased profit margins for Zig Sheng and created a mutually beneficial
business model.

®Rigorously developed new products, including Pufy, Nicecool, Miltititi, Zibra,
and Magicil, branded with a Zig Sheng logo to strengthen our branding and
create a sales model emphasizing collaborative development with foreign
brands.

®Our highly absorbent nylon with excellent hand feel, heat dissipation, cooling,
anti-microbial, and cosmetic properties was selected for use by high-end hosiery
brands.

®Promoted fabric with moisturizing collagen, anti-odor, softness, and form fitting
properties.

®Developed conventional ultrafine denier DTY; Two-toned ultrafine denier DTY
is under development; Added recycled bottle polyester to products like recycled
heather, striped heather, and Magicil.

®@Recycling downstream embryonic fabrics and recycled fibers from scraps
attracts the attention of brands.

(2) Nylon filament

®Improved machinery in response to demand for high density industrial belt yarn,
fishing nets, and Velcro.

@Ultrafine denier high filament yarns were used to increase tensile strength in
response to demand for lighter products by foreign brands.

® Continued to develop ecarth friendly functional products, dope-dyed yarn,
deep-dyed yarn, antimicrobial yarn, GRS recycled yarn, hydrophilic cooling
yarn, anti-odor collagen yarn etc.

@Improved quality of nylon monofilaments to increase competitiveness.

®Coordinated with our ATY/N DTY factories to produce diversified products.

®Due to decreased demand amid the Coronavirus Pandemic, spinning plant 2 was
shut down to save on high production costs. Spinning plant 1 was consolidated
to produce a made to order inventory.

®The nylon factory left by Spinning 2, which only produces special/high-paid
products, has turned a profit last year.

(3) Nylon chips

(®Functional chips, collagen chips, and Ultra High Flow Nylon have entered Zig
Sheng’s main product lines. Deep-dyed nylon, which increases the richness
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effectiveness, and hydrophilic properties of deep-dyed fabric, has great
marketing potential. The product has already received customer approval and is
under production.

Special dyed chips can be applied to carpets and garment to help customers
develop more unique products and enhance market competitiveness. At this
stage, foreign customers have completed testing and turn into stable
procurement, the sustainable growth can be expected.

(@Zig Sheng was not able to enter a saturated food packaging market last year.
However, the company worked with upstream raw material suppliers and
downstream manufacturers to create an exceptional, quality product and stable
supply. The product has moved out of development and been ordered by leading
global manufacturers including those in Asia. The stable sales volume has
opportunities for growth.

®Industry trends indicate that our exceptionally lightweight engineering plastic
and nylon have gained a foothold in automotive key and spare parts industries.

® Collaborated with international brands to create various specifications of
specialty Nylon filament.

®Market expansion has proven effective.

(4) Compounding department

@®Compounding department coordinated with the polymerization department to
successfully promote the following grades to our customers: fast crystallization
and high flow injection grade, medium and high viscosity monofilament
extrusion grade, high viscosity for tubing grade. Development of the above
grades allowed Zig sheng to become, apart from Japan, the best special
engineering plastic supplier in the Asia-Pacific region.

@The department worked with the world's largest bicycle and fishing tackle parts
factory to successfully develop high glass fiber content and high-flow grades,
while also assisting our customers to simplify integration of these grades.

®The department worked with renowned kitchenware manufacturers to
successfully develop many FDA certified nylon grades.

@The department improved the manufacturing process in our recycling
departments to develop GRS certified recycled pellets for use in spinning and
engineering plastics.

®The department trained R&D staff to spur continued development.

5.1.4 Long-term and short-term sales development plan
5.1.4.1 Short-term sales development plan
(1) DTY :
Respond rapidly to customer demand by continuing to develop diverse customized
products, while also incorporating vertical integration of our own Nylon filament
production to create specialty composite Nylon filament.
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Continue to improve DTY and spinning machines in pursuit of a diversified
product line.

Manufacturing : Zig Sheng began purchasing additional DTY and ATY machines
in 2014 to increase production capacity and meet intense market demand for
specialty products. The company will continue to phase out old machinery and
complete equipment upgrades from 2020 until Q4 2021. We will leverage
increased competitiveness in the DTY sector to close the gap between our
competitors.

Marketing : Zig Sheng will pursue the European home furnishings market or
widespread development of functional DTY for leading sportswear brands. In
response to the rise of the ASEAN nations and regional economic protectionism,
Zig Sheng will look to Southeast Asian nations as a means to expand domestic
sales.

(2) Nylon sales
@ Nylon chips :

Zig Sheng will increase internal consumption of nylon chips and pursue stable
growth of nylon chips in the food packaging, foreign and domestic textile
market, and non-apparel application sectors. This year we will continuously
work with leading multinational manufacturers to achieve our goal for a
diversified product line. Rapid response and diversified production are the focus
of our operations. We will work to reduce our sales volume in China and
expand our market share in Southeast Asia, Northeast Asia, India, and other
emerging markets. We will reduce our product applications in the textile sector
while increasing applications in the food packaging, automotive, and
engineering sectors.

@ Nylon filament :
® The blind expansion of Mainland China has restricted production capacity
and cash flows in the textile sector. Zig Sheng is certain to be affected by the
current business climate; but the company will enjoy a broader customer
base by expanding the scope of our products. As Zig Sheng strives to
restructure our products, expand our markets, and distribute our foreign sales,
we expect to maintain our production capacity at equilibrium this year and
rebound from previous losses.
® As long as there is no shortage of workers, the operating rate of the two
spinning plants can be almost 100% full, and all production and sales are
fully realized.
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®Compounding department :
At present, although the order is saturated, our strategy is to continue to receive
more new orders and develop new customers, and to outsource some stable and
low-level grades to two OEMs factory to increase sales quantity and lower
management and sales expense. Due to COVID-19 epidemic cause marketing
chaos, it is a good chance to expand business territory.

5.1.4.2 Long term sales development plan
Long term development of the textile industry is restricted by the lack of
resources in Taiwan; sustainability concerns including carbon emissions, earth
friendly policy, energy conservation, waste reduction, and recycling; and the
impact of regional economies.

(1) DTY :
Pursue specialized, diverse, green products in line with international trends.
Cooperate with upstream raw material manufacturers and downstream customers
along brand supply chains to collectively develop new fashion forward trends.
Work with upstream manufacturers to develop recycled, dope-dyed polyester
filament yarns and high performance, light-resistant yarn-dyed DTY with excellent
color fastness to washing.
Reduce downstream processing during dyeing and finishing to comply with
sustainability policies that conserve energy, save water, and reduce dyeing steps in
order to help our planet.
Increase polyester POY spinning machines and produce diversified raw materials
to increase competitiveness
Spreading our spinning machines across three factories may slightly increase
production costs, but this strategy is appropriate for a market that requires rapid
response and shorter lead times.

(2) Nylon Sales :
@ Nylon filament :

® Forgo competition over commodity specifications; increase the sale of
circular knitting yarns; develop functional products, dope-dyed yarn, and
recycled nylon; and meet demand for energy saving, sustainable products.

® Increase foreign sales ratio in regions other than Mainland China to
consistently maintain production at equilibrium.

® Participate in business organizations and online meetings to expand and
distribute our foreign markets despite the ongoing Coronavirus Pandemic.

® [n response to the trend of form fitting clothes, work with customers in the
hosiery and lingerie sector to collectively develop new products and diversify
these products to increase market share.

® Work with customers at international brands to meet demand for high quality,
high tenacity ultrafine denier yarns.
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®@ Nylon chips :
We also grasp the trend of environmental protection, commit to the combination
with international brands and expand special functions and environmental
protection chip with environmental protection appeals.

Under the popularization of electric vehicles, accompany with light weight and
energy saving requirement, synthetic plastic steel is born in response to it. For
example, automobile parts, automobile power tools, sports equipment,
electronic and electrical machinery, etc., quickly replace the metal produced by
high energy consumption. In engineering plastic market ,Nylon chips has
become one of the rapidly growing raw materials.

Seizing the obstacles of European and American issuing anti-dumping to
mainland China, providing cooperation solutions, not giving up opportunities
outside the China, and cooperating with advanced countries to develop the
application and sales of food packaging materials are also one of the subject.

Compound plastics were created in response to a growing energy crisis and the
need for lightweight, energy saving products. Nylon chips are one of the fastest
growing raw materials in the engineering plastics sector. Engineering plastic
consumes less energy than the production of metal components and can be used
as a substitute for metal in automotive and motorcycle parts, pneumatic tools,
sports equipment, electronics, and electronic equipment.

We must confront European and American opposition to price dumping and
Mainland Chinese sales. Our goal is to propose more collaborative projects
while continuing to expand sales in regions other than the Mainland.

Another important project is working with advanced nations to expand the sale
of food packaging applications.

® compounding material :

® Enhance development of new grades and increase recognition by major
customers.

® Pursue consistent and long-term development of certified grades, including
UL certified flame retardant grades etc.

® Participate in plastic exhibitions and coordinate with distributors in order to
expand foreign markets in the U.S., India, Southeast Asia, Australia and New
Zealand.

® Develop and promote plastic compounds other than nylon compounds.
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5.2 Overview of market, production, and sales

5.2.1 Market analysis

5.2.1.1 Sales region of main products

Unit ; NT$ thousands

Year 2020 2021
Region Subtotal Total Subtotal Total
Domestic revenue 4,640,224 6,596,152
Foreign revenue 3,035,383 4,622,361
Europe 8,702 8,770
North America 93,761 99,276
Africa 48,816 77,107
Oceania 9,257 17,694
Southeast Asia 815,379 1,490,019
Northeast Asia 868,822 1,423,919
Other Asian Regions
(including Hong Kong 1,190,646 1,511,576
and Mainland China)
Total Revenue 7,675,607 11,218,513
5.2.1.2 Market share in 2021
Product Line %Ilflsuhrflrelg( ,[SO ﬂ:; Tal:/VS?uﬁzn(ltlilni;l les Market share (%)
DTY 41,699 535,519 7.79
Nylon filament 20,846 153,014 14.25
Nylon Chips 81,359 225,521 33.43

Source : Taiwan Man-made Fiber Manufacturing Industries Association

5.2.1.3 Overview and growth potential of future market supply and demand

(1) DTY / Polyester filament
With the rapid expansion of the mainland in the past ten years, the output of

polyester raw silk and processed yarn has already ranked first in the world. Under
the guidance of the planned economy in the mainland, the current polyester series
is still growing by more than 10% every year, and the PTA has been completed. ,
MEG petrochemical industry integration, nylon series will also be achieved within
two years. In contrast, Taiwan has undergone industrial transformation in recent
years. Brands require cloth factory suppliers to set up factories in Southeast Asian
countries for local delivery. In addition, the regional economy of the Southeast
Asian Nations Association has gradually formed. It is impossible for downstream
cloth orders to flow abroad to use Taiwan's products. Raw materials, coupled with
the development of COVID-19, which has caused a lot of product shortages in
Hong Kong, Taiwan's production is stable, and brands have placed a large number
of orders. 2022 years is a stable year, and the processing equipment is constantly
obsolete, and it is also very competitive. Due to the oversupply in mainland China
and the inability to reduce domestic demand, driven by low-price dumping,
Taiwan's major export markets such as ASEAN and Central and South America
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have been seriously affected. In addition, domestic sales have recently been
expanded and eliminated in DTY. It will break the balance of supply and demand
in long-term efforts. The biggest problem Taiwan faces is the global regional
economy. Taiwan has been excluded. The TPP is temporarily put on hold, which
still cannot alleviate the fact that the upstream and downstream factories are
relocated. However, the mainland-led RCEP Taiwan has no chance to participate.
Insufficient manpower, power outages, power shortages, price increases, labor
shortages, anti-petrochemical factors, exchange rate factors, and more, diversifying
products is the only option in the future.

(2) Nylon Chips and Nylon filament
The massive expansion of CPL and nylon chip production in China has led to
decreasing annual imports of nylon chips; aside from special low viscosity or
special specification chips that must be imported. Zig Sheng saw promising results
this year when expanding into new markets and product areas. The company
reduced indirect or direct sales volume to China by 30% while increasing our
overall market share.

The global market for Nylon filament experienced a year of low demand and
excess supply with little profit in 2019. The nylon department is focused on
developing high-end ultrafine denier apparel yarns and strengthening applications
for coarse denier industrial yarns, while avoiding competition from Mainland
Chinese products. If brands are willing to use competitive Taiwanese raw materials
in the ASEAN nations, Central Asia, India, and Central and South America, then
Zig Sheng could use the large local workforce to create an alternative market
outside Mainland China.

(3) Compounding department

The COVID-19 Pandemic continuously affected global business in 2021. Freight
costs are still increasing and remained at high levels throughout 2021, Every
industry is facing a lack of workers and global economic prosperity is rather
unpredictable. All countries adopted lockdown policies in response to COVID-19,
and decreased global industry contributed to reduced development of new products.
This situation demonstrates the importance of cooperating with local distributors.
The Compounding Department has enjoyed good cooperation with distributors in
South East Asia, South Africa, China, and the U.S.A in recent years. This year, we
will also find good distributors in Europe and Central America to confirm new
business developments in these areas.

5.2.1.4 Competitive strategy
(1) Establish long-term partnerships with upstream CPL, polyester chip, and filament
suppliers to not only ensure a stable supply of raw materials but also to increase
competitiveness by quickly acquiring industry information through exchanges
with international brands.
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(2) Continue to research and develop diversified production, and use high value
products to establish a core competitive strategy in the market.

(3) Pursue and implement quality products; manufacturing controls; and automated
warehouses that quickly and effectively manage inventory. Maintain product
quality and volume, respond rapidly, and provide customers with the best
possible product.

(4) Establish a stable financial structure, monitor industry development, and embed
the industry.

(5) Phase-out and improve equipment to remain competitive.

(6) Integrate our branding and sales while providing new products to create collective
value.

5.2.1.5 Benefits and risks of long term development and mitigation strategies thereof
(1) Benefits

At a time when oil prices are low and the global economy enters a period of

recovery -

M®Poor operating conditions in Mainland China, including pollution, shifting
logistics, insufficient workforce, insufficient capital, and environmental
concerns, will cause slack in the production line. This will benefit Taiwanese
industries focused on product quality, lead times, effective service, and R&D.

@ While Mainland China and Taiwan both have nylon chip plants, nylon
production is unique in that the industry requires advanced technology,
substantial investment, and personalized service. Mainland China may absorb
most commodity product; however, Taiwan has extensive production, sales, and
R&D experience that will absolutely remain competitive.

(®Nylon applications have expanded into areas including home décor, industry and
engineering, food packaging, and automotive or motorcycle parts; especially in
areas where the application of engineering plastic continues to replace
traditional metal components.

@Taiwan is still a leading competitor in terms of the price and quality of nylon
chips or yarn.

(2) Risks and mitigation strategies thereof
@ In recent years, fast moving international capital and changes in the global
economic climate have contributed to large fluctuations in crude oil prices. The
global price of raw materials has responded accordingly. Zig Sheng imports
almost 50% of our main raw material CPL. Shipping times require that the
company maintains a steady inventory. A change in CPL prices can have a
substantial impact on our production costs and profits. Zig Sheng will adopt the
following mitigation strategies in response to these risks :
® When purchasing raw materials, Zig Sheng will apply the scaling effect,
manage shipping times, and strengthen inventory controls to avoid excess
capital.
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® Coordinate orders with the sales department to allow for strategic buying
when raw material prices are low and to calculate fixed gross profit margins
in a timely manner. This will solve issues caused by changing raw material
prices due to fluctuations in the price of crude oil.

® Avoid the risk of sharp increases or sudden drops in raw material price cycles
by coordinating with suppliers to price per shipment.

@The Asian FTA (ASEAN +3) will impose tariffs on Taiwanese products sold on
the Asian market and could seriously impact exports. The RCEP, proposed by
Mainland China as an alternative to the tabled TPP, is also not advantageous to
Taiwanese foreign sales.

®The risk of currency fluctuation
The mainland value-added tax has been reduced from 16% to 13% to encourage
export competition. In recent years, the proportion of export sales is 40%, and
the company's imported raw materials account for 65% of the raw material
procurement. Therefore, the fluctuation of the foreign exchange rate has a
considerable impact on the company’s profit. In addition to adopting automatic
hedging, the company adopts the trend of Taiwan’s economic growth,
regardless of whether the Taiwan dollar should appreciate or depreciate slowly
in the future. Under the principle of hedging, Jisheng has been within control of
its exchange gains and losses in recent years. Since the fourth quarter of 2008,
the weak US dollar policy has led to a large appreciation of Asian currencies. In
2020, the Taiwan dollar has appreciated by nearly 7.5%. Due to the proper
response, the company has not incurred any exchange losses.

@ Anti-dumping accusations
The Mainland Chinese Ministry of Commerce has filed anti-dumping suits on
Nylon 6 chip markets in Taiwan, America, and the European Union for more
than five years. Chinese purchasing volume has decreased in Taiwan over the
years despite the fact that Taiwan offers a quality product. When combined with
complicated anti-dumping duties in Europe and America, Taiwan has enjoyed a
rather favorable business environment.

Commodity specifications of Taiwanese nylon chips will be replaced by
Mainland China in the coming years. However, high-value, specialized products
such as full-dull, bright, and specialized application chips still offer promising
opportunities. Decreasing production volume across Europe and America will
bring OEM opportunities to both sides of the Taiwan Strait, but Zig Sheng
should not be too comfortable with this situation. The volume of Mainland
Chinese products will continue to increase. Taiwan needs to implement long
term structural changes, innovate, and increase competitiveness while avoiding
the Mainland Chinese market. Developing new applications is the only way to
keep pace with the rise of our Mainland Chinese competitors.

®The capacity of nylon chip production will continue to expand in Mainland
China leading to reduced imports and a healthy increase in exports.
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5.2.2 Production Procedures of Main Products
5.2.2.1 Major Products and Their Main Uses

Product Line Main application
o circular knitting, curtains,industrial conveyer belts, and
Finished DTY ]
woolen knits
2 Stretch . . )
o -
= polyester DTY high-fashion suits and gowns
a Dual or tri-colored
= polyester yarn for | High-fashion suit pants
S‘ synthetic wool
= High stretch
g g Stretch denim and athleisurewear
o polyester DTY
= - -
= High elastic Leotards and swimwear
Stretch yarn
Cationic DTY Mens and womens apparel
. clothing, bedsheets, nets, linings,
% warp knitting footwear and hats,toy fabrics
Q
; Filament . - sportswear, towels, formalwear,
= . circular knitting
. 5 apparel(fabric) leotards
(€}
(8D 2 weavin apparel fabric, interior design fabric,
%_ & umbrella fabric
2.
E_ Industrial (fabric) suitcases, tire cords, fishing net, carpet
agQ
Staple Fiber Non-wovens,nylon cotton blends, nylon wool blends
- Automotive cooling fans, door handles, gas caps, grilles, light bases,
Og Parts radiator covers
2 % Industrial Parts stroller seats, bicycle frames, ice skate soles
o .
g % | Electronics and Cellphone cases, connectors, cable windings, timers,
2 g Devices circuit breaker covers, nylon piping for hydraulic systems
.
g | Packaging food packaging films (eg., dried fruit and freshly frozen
a :
Materials food)
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5.2.2.2 Major Products and Their Production Processes

(1) DTY

Process control :

1. temperature check 3. Yarn position inspection

2. Tension detection

Raw Material (polyester yarn)

====%  DTY Machine

4. Yarn production speed inspection

Product Packaging (DTY)

Random inspection of Final Product :

1. random quality inspection

----- second inspection for grading : 1. yarn direction check

2. quantity check product packaging 2. yam appearance grading
3. random physical property check
(2) Nylon polymerization
quantity
Acetic acid portion preparation P> Measurement - === = - == - - - - - o -
TiO, — > portion —Pp quantty  TTTTTTTTTTTTTT
preparation measurement
Raw material caprolactam molten *
caprolactam flakes Melting filter Preheating pre-polymerization )
post-polymerization filtering cutting extraction drying I blending »|  product packaging
(3) Nylon filament (Nylon chip)
Coolilg air Finishing oil
Raw Material (nylon chip) | ——p» .
Melting quantity measurement Spinning Give oil Elongation Winding
—> .
Take-up Physical property random check Product Packaging (Nylon

(4) Composite material

Raw Material (nylon chip)

Supplementary material (fillers) (Filler materials;
ppl ry (fillers) ) |

Additives

Arefaction

Raw Material Portion Preparaimn Quantity Measurement

Material Mixing Chip Production and Grading ’

Cooling and Blending Product Packaging (Nylon composite materials)
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5.2.3 Overview of main raw material supply

5.2.3.1 DTY raw material
(1) Zig Sheng produces and consumes all nylon filaments used in our DTY. The
company combines production of our own diverse nylon chips with
proprietary spinning technology to keep production costs affordable. We
produce our own specialty yarn (the second phase of production is to be
completed by Q1 2020) but not for external sale. This ensures a specialized
competitive advantage that yields comprehensive results.

(2) The first phase of our polyester spinning plant expansion was completed in
Q4 of 2019. Zig Sheng currently produces 2/3 of our own supply; while 1/3
is developed as part of a stable partnership with upstream manufacturers. The
exceptional quality supports the sale of sustainable (energy saving, easily
dyed, and deep-dyed) functional yarns, including recycled DTY and
dope-dyed yarn, and has performed quite well. In the future, Zig Sheng will
develop internal production of two-toned, multi-colored, composite, or
recycled CD yarns.

(3) Zig Sheng will increase the scope of our ATY products by producing our own
nylon filaments, purchasing nylon 66 filaments from foreign and domestic
spinning plants, and purchasing polyester filament from domestic spinning
plants.

5.2.3.2 Nylon raw material : CPL

Zigsheng’s main supplier of caprolactam is CPDC. What CPDC cannot supply
will be imported. To minimize price fluctuation risk during the caprolactam
import lead time, Zigsheng will prioritize near shore source over deep sea
cargo.

5.2.3.3 Compounding department

PAG6 resin, the main raw material in the PA6 compound, is all produced
internally. Production of the PA6 compound accounts for nearly 80% of total
capacity. GPPC is still facing a shortage of PA66 resin due to a lack of raw
materials for PA66 resin. Thankfully, the Company can also buy PA66 resin
from other oversea suppliers to ensure sufficient supply. Supply of the PA66
compound is stable and accounts for 10% of total capacity. Taiwan Chemicals
is the main supplier of our PP resin and the PP compound makes up 10% of
total capacity. We enjoy a relatively stable supply of other raw materials, such
as ABS, additives, and fillers, which are mainly acquired from domestic
suppliers.
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5.2.4 Name of customers accounted for more than 10% of total purchase/sales amount of the company in the most recent two years or in

any year and the purchase/sales amount and ratio thereof

5.2.4.1 Main sales customer information

Unit : NTS$ thousands
2020 2021 Q12022
Item Company Relation with| Company Relation with| Company Relation with
Amount % ) Amount % ) Amount % )

name issuer name issuer name issuer

1 None None None None None None None None TOO017 329,973 11.69 None

Others 7,675,607 100.00 None Others 11,218,513 100.00 None Others 2,491,884 88.31 None

Net Sales 7,675,607 100.00 Net Sales 11,218,513 100.00 Net Sales 2,821,857 100.00
Note : The name of the customer shall not be disclosed due to the contractual agreement, but expressed by the code name.
5.2.4.2. Main supplier information
Unit : NTS$ thousands
2020 2021 Q12022
Item Company Relation with| Company Relation with| Company Relation with
Amount % ) Amount % ) Amount % )

name issuer name issuer name issuer

1 JS145 1,268,805 24.47 None JS145 3,280,059 36.55 None JS145 703,001 30.06 None

2 SB034 619,087 11.94 None SB034 1,487,422 16.57 None SB034 480,606 20.55 None

3 YT006 600,001 11.57 None None None None None None None None None

Others 2,697,508 52.02 None Others 4,207,821 46.88 None Others 1,154,685 49.39 None

ol | 5,185,401 100.00 ol | 8975302 100.00 ot el | 2338202 | 10000

Note : The name of the customer shall not be disclosed due to the contractual agreement, but expressed by the code name.
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5.2.5 Production in the Last Two Years

Unit : metric tons, NT$ thousands

Year 2020 2021
Output
Major Products Capacity | Quantity | Amount Capacity Quantity Amount
(or by department) {

DTY 49,800 32,528| 2,181,631 52,200 42,810 3,173,544
Nylon filament 50,400 38,732| 2,084,236 64,200 51,599 3,218,429
Nylon Chip 135,000 104,111 4,329,728 158,400 121,367 6,958,845
Compounding 10,200 9,786 510,507 10,200 12,554 778,679
Others 0 2,825 71,590 0 3,727 110,629
Total 245,400 187,982 9,177,692 285,000 232,057| 14,240,126

5.2.6 Shipments and Sales in the Last Two Years

Unit : metric tons, NT$ thousands

Y ear
hipments 2020 2021
& Sales
Major Produc Local Export Local Export
(or by departments) Quantity | Amount | Quantity | Amount | Quantity | Amount | Quantity | Amount
DTY 30,027| 2,293,402 3,763 297,577  39,095| 3,337,523 2,604 239,123
Nylon filament 17,916] 1,026,429 3,884| 285,881 17,023 1,348,008 3,823| 342,474
Nylon Chip 24,708| 1,017,055| 50,677|2,106,829| 24,361 1,504,120 56,998| 3,615,767
Compounding 4,569 273,871 5,714| 339,155 4,826 350,664 5,718 415919
Others 1,336 29,467 33 5,941 2,547 55,837 257 9,078
Total 78,556| 4,640,224|  64,071(3,035,383 87,852/ 6,596,152 69,400| 4,622,361
5.3 Human Resources
As of March 31,
Year 2020 2021 2022
Staff 440 456 476
Number of Technician 199 184 185
Employees Ordinary worker 628 590 556
Total 1,267 1,230 1,217
Average Age 40.10 40.89 41.06
Average Years of Service 10.42 10.99 11.07
Ph.D. 0.32% 0.33% 0.33%
Masters 3.16% 3.25% 3.20%
Education Bachelor’s Degree 60.61% 60.73% 60.15%
Senior High School 25.65% 25.37% 26.05%
Below Senior High School 10.26% 10.32% 10.27%
Total 100% 100% 100%
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5.4 Environmental protection expenditure information

5.4.1 In the most recent year and as of the printing date of the annual report, losses suffered due

to environmental pollution (including compensation and environmental protection audit

results that violate environmental protection laws and regulations; specify the date of

punishment, the punishment code, article numbers of legal provisions violated, contents of

legal provisions violated and contents of punishment) :

“Matters breaching environmental protection laws and regulations and countermeasures”

Date of Article
punishmen Punishment numbers of . . Contents of . Is the
Item t legal Contents of legal provisions violated . improvement | Countermeasures
code o punishment
(Date of provisions completed?
violation) violated
1 June  |Fu-Huan-Ji |Item 2, Through the Environmental Protection @ The penalty is |Improvement |Immediate
15,2021 |No.40-110-0| Article 28 of |Permit Management Information System NT$6,000. completed. improvement
(April 16, [60033 the Waste  |of the Environmental Protection @Environmental countermeasures :
2021) Cleanup Act |Administration, Executive Yuan, the waste training for 1 Designated Agent

cleanup plan for your company's plant 11
(Control No. H5304165) was approved on
record by the Taoyuan City Government
on August 8, 2019. The capital amount
listed in the waste cleanup plan is $8,000
million, which indicates the enterprise
should have professional technical staff for
waste. The professional technical staff for
waste of your company's plant III (Control
Number: H5304165), Lin O-yen left your
company on April 1, 2021, so your
company should designate an acting
person within 15 days of the departure of
the professional technical staff and report
to the competent authority for recordation.
However, your company did not submit
the application for the establishment and
cancellation of the professional technical
staff for waste until April 27, 2021, which
is a violation of Article 28, Paragraph 2 of
the Waste Disposal Act.

hours.

for Planning
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5.4.2 Expected environmental protection capital expenditure in the future :

Estimated capital expenditures for environmental protection in 2022 :

5.4.2.1. The coal-fired boilers will be equipped with additional pollution prevention
equipment to improve air polluting emissions :
In 2022, the improvement is in progress and is scheduled to be completed in June,
with an estimated expenditure of NT$10.8 million (excluding the cost of peripheral

construction).

5.4.2.2 The fuel for the heat medium boilers will be converted from heavy oil to natural
gas, in line with the national energy policy, to improve air-polluting emissions :

(1)In 2022, the improvement in the Nylon Polymerization Plant I is in progress,
scheduled to be completed in March, with equipment cost of NT$2.32
million and piping cost of NT$810,000, totaling NT$3.13 million.
(Excluding the cost of the natural gas pipeline from CPC).

(2) In 2022, the improvement in the Nylon Polymerization Plant II is in progress,
scheduled to be completed in June, with equipment cost of NT$4.58 million
and piping cost of NT$900,000, totaling NT$6.38 million. (Excluding the
cost of the natural gas pipeline from CPC).

(3) Heavy oil conversion to natural gas for the above heat medium boilers is
expected to be completed in 2022, with an estimated expenditure of NT$10

million.

5.4.2.3 Complying with environmental regulations for discharge water quality and limit
values, and regularly replacing the resin membrane set :
The EDR system for wastewater recovery in the Wastewater Plant II is planned for

EDR membrane replacement, with an estimated expenditure of NT$5.5 million.

5.5 Labor-management relations

5.5.1 Various employee welfare measures, advanced study, training, retirement
systems and their implementation status, as well as the agreements between
labor and management and various employee right protection measures

5.5.1.1 Employee welfare measures
(1) Three-festival and birthday gift money, marriage allowance, funeral
allowance, travel vouchers and dinner subsidy, children's scholarships and
grants.
(2) Labor and health insurance and group accident insurance.
(3) Free health check every year.
(4) Uniforms for plant personnel every year.
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(5) The plant provides three meals free of charge, and there are central
air-conditioned suite-style dormitories.

(6) The plant has an activity center and provides a number of leisure and
entertainment facilities.

5.5.1.2 Employee compensation

(1) In accordance with the company's regulations QP-H-14 Year-end Bonus
and Employee Compensation Payment Method, disbursed according to the
profit status of the current year.

(2) According to the company's articles of association, if there is a profit in the
company's annual final accounts, after retaining the amount to make up the
accumulated loss, 2% shall be allocated as employee compensation, which
shall be distributed after the resolution of the board of directors.

(3) Interms of salary payment, it is based on long-term stable development,
product quality and efficiency, competitiveness in the industry and the
company’s ability to pay, and consider the degree of price increase and plan
the salary adjustment range.

(4) Remuneration for management and professionals is assessed and evaluated
by the management based on the unit contribution and personal work
performances distribute project incentives.

(5) Promotion or salary adjustment based on individual performance to motivate
employees.

(6) Improve business performance to ensure the competitiveness of employees'
salary levels. In May 2021, a company-wide salary adjustment was carried
out by about 4% to maintain the overall salary competitiveness.

5.5.1.3 Employee leave

In compliance with the provisions of the Labor Standards Law and the

company's regulations QP-H-03 Practitioners’ Work Rules. Employees are

entitled to various vacations as required by law.
5.5.1.4 Staff training

In order to comply with the company's long-term development and improve the

quality of employees, the company has formulated the "Training Management

Measures" and built it into the ERP system, and planned the following talent

training courses for pre-employment and on-the-job training :

General training : Company profile and cultural concept introduction... and
other training.

Professional training : | Management system, relevant laws and regulations and
professional knowledge, etc.

Management training : | Company organization and industry introduction, product

knowledge, cost concept, computer system introduction,
quality system promotion, etc.

Work safety training : Labor safety and hygiene, fire protection, environmental
protection, emergency response, etc.
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The company's actual number of employees participating in on-the-job training in 2021

totaled 7,728 person-times (including internal and external training courses). The

implementation status is as follows :

Training nature Training course att]égilaeles Total hours T%ﬁ%&?ﬁ
Professional training course 2,135 4,953 70,410

On-the-job training | Management training course 40 102 20,600
Work safety training course 5,038 13,601 264,608

Pre-%;l;%)nlﬁl};gment Professional training course 160 30,628 0
Professional training course 0 0 0

Pre-employment Management training course 3 24 0
traiming General training course 138 264 0
Work safety training course 214 576 0

Total 7,728 50,148 355,618

5.5.1.5 Retirement system and implementation status
(1) Retirement System

®DIn accordance with the provisions of the Labor Standards Act, the company

formulated employee retirement measures and established the "Labor
Pension Supervision Committee" to implement employee retirement matters,
and handles employee retirement in accordance with Articles 53 to 58 of the
Labor Standards Act (eligibility for application, allocation, supervision, etc.).
In addition, 2.5% of the total salary paid is deposited on a monthly basis in
the "Special Account for Labor Pension Fund" of the Trust Department of
Bank of Taiwan, and pension liabilities are provided according to the
actuarial assessment report on pension.

@ According to the latest "Labor Pension Act" of May 15, 2019, for employees

who choose the new pension system after July 1, 2005, 6% of the total salary
will be allocated to the employee pension account established at the Labor
Insurance Bureau on a monthly basis, and the employee may apply for a

withdrawal at his/her discretion.
(2) Implementation status

@®On January 1, 2021, the balance of the special account for labor retirement

reserve at Bank of Taiwan was NT$12,947 thousand.

®@In 2021, a total of NT$9,906 thousand of the old-system pension for 11 was

paid by the special account for labor retirement reserve at Bank of Taiwan.
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® At the end of 2021, the account reserve fund at Bank of Taiwan was
NT$9,756 thousand.

5.5.1.6 Agreement between labor and management - None.
5.5.1.7 Status of various employee right protection measures
(1) Employee safety and hygiene maintenance measures -

MTo strengthen the personnel hazard awareness training, the Occupational

Safety Office plans to conduct 6 occupational safety, hygiene and health
care-related courses in each plant area for every two months, and the targets
are foreign employees and supervisors in the plant. The course content
includes workplace hazard identification and prevention, safety and hygiene
practice management, occupational disaster case analysis and advocacy,
cardiovascular disease prevention, and training of first-aid personnel in the
plant, etc. to enhance the safety behavior and awareness of all employees
and reduce the occurrence of occupational disasters.

@Severe special infectious pneumonia (COVID-19) prevention management

measures :

Training - Disseminating information to the staff about epidemic prevention
and the company's corresponding measures.

Disinfection of the plant area -The public areas of the plant and dormitories
are disinfected twice a week.

Health tracking - For the staff who have a history of foreign travel/related
contact history/(COVID-19) symptoms, tracking management and related
health education are carried out to avoid cluster infections in the plant.

® To prevent casualties when disasters occur, firefighting and disaster

prevention drills for public hazardous goods are conducted in each plant
area every six months to ensure that the workers have the survival skills and
emergency response measures when disasters occur in order to protect their
own safety.

@ Work environment measurement (noise, illuminance, carbon dioxide,

organic or specialized substances, etc.) and drinking water quality testing
are carried out for the workplace environment of employees every six
months.

®For the health of employees, health management procedures are formulated

which are superior to the laws and regulations; a health check and a health
check for special operations are conducted every year, and health
management is implemented.
(2) In order to maintain gender equality in work and provide employees with a
working and service environment free from sexual harassment, the prevention
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and treatment measures for sexual harassment incidents are formulated for all
employees to follow.

5.5.1.8 Licenses obtained by financial and IT related personnel : None.

5.5.2 List the losses incurred due to labor disputes in the most recent year and up to the
date of publication of the annual report (including labor inspection results that
violate the Labor Standards Act, the date of punishment, the punishment code, the
article numbers of legal provisions violated, the contents of the legal provisions, and
the content of punishment), and disclose the estimated amount and corresponding
measures that may occur currently and in the future :

The company has not suffered any losses due to labor disputes, and there is no risk
of disputes based on the current situation. In 2011, no fines were imposed for
violation of labor inspection determinations. The company has been fully
coordinating with employees based on the belief of caring for employees and
sharing benefits, in order to maintain the current good labor relations.

5.6 Information Security Management
5.6.1 The management strategy and structure of cyber security :

5.6.1.1 The risk management framework of cyber security

(1) The governance organization of enterprise information security
In order to strengthen the operations of internal information security
management, ensure the confidentiality, integrity and availability of
information assets and continue providing reliable information services and
environments , the company formulated information security policy to keep
from internal and external intentional or accidental information security events
threats.

® The Information Department of the company is the competent authority for

information security, and it is responsible for planning, formulating
information security policies, and performing information security
operations, implementing policies as well.

@ The audit office of the company is the supervisory unit of information

security supervision and responsible for checking the performance of
internal information security regularly. If relevant deficiencies are found,
the audited unit shall be required to propose specific improvement plans
and continue to track the improvement results in order to reach the purpose
of reducing internal information security risks.

® The PDCA (Plan-Do-Check-Action), organizational management cycle

mechanism, is applicant for the information security policy to ensure that
the applicability and reliability of the information security policy shall be

129



achieved and can be continuously improved.
@®The "Information Security Management Committee”, established by the

company in 2022, is expected to strengthen information security
management of the company and ensure the system and network security.

®The "Information Security Management Committee” shall be responsible

for reviewing information security governance policies, supervising the
operation of information security management, constructing an information
security protection mechanism, enhancing information security awareness
of the colleague, and assessing information security risks regularly.

®The vice president of the Management Department serves as the convener

of the "Information Security Management Committee”, and the members of
the committee are composited of the senior executives of each unit. The
meeting shall be held regularly to process decision-making, management
and promotion of information security affairs.

(2) The Framework of Enterprise Information security organization of the Company

General Manager

Information Security
Management Committee

Information Security Information Security
Processing Team Audit Team
Network Management Internal Information
Personnel Security Audit Unit
Data and System External Information
Processing Personnel Security Audit Unit
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5.6.1.2 Cyber Security Policy
(1) Enterprise Information Security Management Policy and Framework

®The company pays attention to information security risk management, and

reduces enterprise information security threats from the system, technical
and procedural aspects. In order to prevent diverse internal and external
information security threats, various information security protection
systems are built to improve the security of the overall information
environment.

®@The company has formulated a number of information security

specifications and systems to regulate personnel's behavior for information
security. We regularly review whether the relevant systems are conformed
to the changes of the business environment, and make adjustments
according to the requirements at the right moment.

®The company regularly reviews and implements improvement actions

including information security measures, training and dissemination. The
effect of these actions is to ensure that the company's important confidential
information is not leaked, and implement personnel information security
management measures.

(2) Enterprise information security risk management and continuous
improvement framework

# Carry out improvement work on audit # Formulate information
resules and keep tracking of them. security policies and

‘ operation procedures.

Ac

# Monitoring and inspecting

#® Inplement information
regularly.

security related measures.

#® Information security risk detection. # Security policy disseminating
and education training.
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(3) Specific management plan

In order to improve information security risk management, the company has

not only issued an "Information Security Rules Announcement" to employees,

but also used the following regulations as information security management

measures .

Items Description Action
Computer 4+ Computer room access control »  Personnel entry and exit control
Room + Computer room environmental and record
management »  Computer room air conditioner
temperature and humidity control
»  Uninterrupted Power System
Setup
»  The inspection and education of
equipment and fire safety
» Management and maintenance of
Information appliance.
System + System Status Monitoring and | » System and Network status
Security abnormality alerting Monitoring and exception handling
+ Database management »  Optimization and backup of
4+ Disaster drill on system database regularly
»  System virtualization and remote
backup.
»  Performance disaster drill on host
computer backup plan regularly.
Access + Employee access data control » Permission setting
control »  Account Management
»  USB port usage control
»  External Mail access control
Network + The installation of protection | » The establishment and update of
security device firewall and spam filtering
» Regular update on virus code
» P2P and remote connection
program control
The + Enhance concept of employee | » Enhance implementation of
education information security professional information security
training and | % Promote alertness of employee education training
dissemination for information security »  Process dissemination of
to the information security irregularly
employee
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(4) Resource investment in cyber security management
(MEvaluate enterprise information security related insurance to build multiple
risk protection net.
@Use existing human resources to establish the "Information Security

Management Committee” actively in order to enhance the awareness of the
internal information security management of this company.

99 ¢

®Conduct “Vulnerability scanning”, “Penetration Testing”, “Social

Engineering drill” in order to make complete information security risk
assessment.

@ Strengthen data security backup and update information security equipment

continually.

5.6.2 Information security risks and countermeasures -
5.6.2.1 Information technology security risks and management measures

(1) The company establishes comprehensive information security protection
measures about network and computer actively and reviews and evaluates
information security regulations and procedures to ensure appropriateness and
effectiveness continuously.

(2) Facing the malicious attack and intrusion which might interfere with the
operation and confronting the behavior of extortion, the company shall
implement and update relevant measures continuously, such as : strengthening

firewall and network control, deploying endpoint antivirus software, detecting
and preventing malware, increasing phishing email detection and spam email
filtering; the company shall also implement system and data backup operations,
conduct regular emergency backup plan drills, and strengthen information
security and other protective measures continuously to ensure that the network,
system , data security, and the important information service are all working
fine.

(3) However, malicious attacks from the hacker continue to introduce innovative
methods and technologies through the Internet, and the company has
considerable information security protection experience and measures, which
can reduce the impact of attack threats.

5.6.3 Major Cyber security incidents -

There was no major information security incident in the recent years.

5.7 Important Contracts : None.

133



VI. Financial Information

6.1 Five-Year Financial Summary
6.1.1 Condensed Balance Sheet and Comprehensive Income Statement
6.1.1.1 Condensed Balance Sheet - International Financial Reporting Standards (IFRS)

—Individual
Condensed Balance sheet
Unit © NT$ thousands
Year Five-Year Financial Summary Eﬁ%‘ég{lme
information on
Ttem 2017 2018 2019 2020 2021 March 31, 2022
Current assets 5,841,466 5,543,063 3,417,422 3,022,198 4,876,474 .
The company did
Property, plant and equipment 5,525,856 4,856,882 4,746,725 4,735,873 4,715,038 |not prepare the
Intangible assets 1,894 4,334 2,864 1,051 2,133 first quarter of
2022 individual
Other assets 746,448 1,048,968 1,444,623 1,165,374 1,182,157 financial report.
Total assets 12,115,664 11,453,247 9,611,634 8,924,496 10,775,802
Current Before distribution 4,056,429 3,555,483 2,046,791 2,059,440 3,138,170
liabilities A frer distribution 4301,134]  3,677.836]  2,046,791] 2,218,947 (Note)
Non-current liabilities 296,420 291,775 364,635 339,187 327,322
Total Before distribution 4,352,849 2,411,426 2,411,426 2,398,627 3,465,492
liabilities \'s - distribution 4,597,554] 3,969,611 2,411,426 2,558,134 (Note)
Equity attributable to shareholders
otgthe parent 7,762,815 7,605,989 7,200,208 6,525,869 7,310,310
Share capital 6,117,634 6,117,634 6,117,634 5,500,014 5,316,884
Capital surplus 360,356 360,363 360,397 492,157 398,835
Retained Before distribution 1,284,836 1.136.278 708,722 668,136 1,534,694
Eamings (A fier distribution 1,040,131 1.013.925 708,722 508,629 (Note)
Other equity (11) (8,286) 13,455 26,138 59,897
Treasury shares 0 0 0 (160,576) 0
Non-controlling interests 0 0 0 0 0
. |Before distribution 7,762,815 7,605,989 7,200,208 6,525,869 7,310,310
Total equity
After distribution 7,518,110 7,483,636 7,200,208 6,366,362 (Note)

Note : The above-mentioned post-distribution figures are based on the resolutions of the shareholders' meeting of the
following year. The company's 2021 profit and surplus distribution has not been approved by the shareholders'
regular meeting, so the figures after the distribution are omitted.
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6.1.1.2 Condensed Balance Sheet - International Financial Reporting Standards (IFRS)

— Consolidated

Condensed Balance sheet

Unit : NTS$ thousands
Year Five-Year Financial Summary Y ear-to-date
financial
information on
Item 2017 2018 2019 2020 2021 March 31, 2022
(Note 1)

Current assets 5,857,299| 5,557,162 3,438,193 3,045,069 4,897,722 4,758,966
Property, plant and equipment 5,525,856| 4,856,882 4,746,725 4,735,873 4,715,038 4,686,594
Intangible assets 1,894 4,334 2,864 1,051 2,133 2,510
Other assets 734,179 1,039,128 1,431,572 1,144,642 1,161,922 138,847
Total assets 12,119,228 11,457,506 9,619,354 8,926,635 10,776,815 10,615,307
Current Before distribution 4,059,993| 3,559,742 2,053,313 2,061,579 3,139,025 2,905,172
liabilities | A ier distribution | 4,304,698 3,682,095  2,053313]  2221,08)  (Note2) 0
Non-current liabilities 296,420 291,775 365,833 339,187 327,480 313,583
Total Before distribution 4,356,413 3,851,517 2,419,146 2,400,766 3,466,505 3,218,755
liabilities A fer distribution | 4,601,118]  3.851,517]  2.419,146]  2,560273]  (Note2) 0
Equity attributable to
shareholders of the parent 7,762,815 7,605,989 7,200,208 6,525,869 7,310,310 7,396,552
Share capital 6,117,634| 6,117,634 6,117,634 5,500,014 5,316,884 5,316,884
Capital surplus 360,356 360,363 360,397 492,157 398,835 398,835
Retained Before distribution 1,284,836 1,136,278 708,722 668,136 1,534,694 1,615,188
Eamnings {4 fier distribution 1,040,131| 1,013,925 708,722 508,629 (Note 2) 0
Other equity (11) (8,286) 13,455 26,138 59,897 65,645
Treasury shares 0 0 0 (160,576) 0 0
Non-controlling interests 0 0 0 0 0 0

Before distribution 7,762,815 7,605,989 7,200,208 6,525,869 7,310,310 7,396,552
Total equity ——

After distribution 7,518,110 7,483,636 7,200,208 6,366,362 (Note 2) 0

Note 1 : The financial report for the first quarter of 2022 has been reviewed by independence accountants.

Note 2 :

The above-mentioned post-distribution figures are based on the resolutions of the shareholders'
meeting of the following year. The company's 2021 profit and surplus distribution has not been
approved by the shareholders' regular meeting, so the figures after the distribution are omitted.

135




6.1.1.3 Comprehensive Income Statement - International Financial Reporting Standards
(IFRS) - Individual

Condensed Comprehensive Income Statement

Unit : NTS$ thousands
Year
Five-Year Financial Summary Eﬁiﬁég{i ate
information on
Item 2017 2018 2019 2020 2021  [March 31,2022
Operating revenue 14,948,278 15,823,816| 11,809,718 7,649,087| 11,202,972 .
The company did
Gross profit (Loss) 830,737 470,826 (28,927) 70,722 1,210,552|not prepare the
first quarter of
Net operating income (Loss) 327,080  (23221)]  (446,742)|  (285,297) 645113 )00 it 0
Non-operating income and 81,700 131,278 114,776 250,205 359,455 financial report.
expenses
Income (Loss) before tax 408,780 108,057 (331,966) (35,092) 1,004,568
(CLO;tSI;‘“mg operations net income 361,315 89,979  (302,638)  (40,115) 920,077
Loss of discontinuing operations 0 0 0 0 0
Net income (Loss) 361,315 89,979 (302,638) (40,115) 920,077
Total other comprehensive income
(loss) (Net, after tax) 4,787 (50,214) 19,176 12,212 33,409
Total comprehensive income 366,102 39,765 (283,462) (27,903) 953,486
Net profit attributable to
sharcholders of the parent 361,315 89,979 (302,638) (40,115) 920,077
Net profit att'rlbl}ted to 0 0 0 0 0
non-controlling interests
Total comprehensive income
attributed to owners of the parent 366,102 39,765 (283,462) (27,903) 953,486
Comprehensive income
attributable to non-controlling 0 0 0 0 0
shareholders
Earnings (Loss) per share (Note) 0.59 0.15 (0.49) (0.07) 1.73

Note :

throughout the year. Earnings per share or previous year’s earnings per share shall be adjusted

retrospectively by the transfer of surplus or capital reserve to capital increase.
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6.1.1.4 Comprehensive Income Statement - International Financial Reporting Standards
(IFRS) — Consolidated

Condensed Comprehensive Income Statement

Unit : NTS$ thousands
Five-Year Financial Summary Year- to-date
Year financial
information on
March 31, 2022
Item 2017 2018 2019 2020 2021 (Note 1)

Operating revenue 14,974,969| 15,832,053| 11,841,377 7,675,607 11,218,513 2,821,857
Gross profit (Loss) 836,492 476,473 (15,267) 84,463 1,221,952 257,782
Net operating income (Loss) 321,023 (26,040) (441,126) (279,614) 647,895 112,411
Total non-operating income and 87,802 134,256 109,375 244,812 356,582 3,406
expenses
Income (Loss) before tax 408,825 108,216 (331,751) (34,802) 1,004,477 115,817
Net loss other comprehensive 361,315 89,979  (302,638) (40,115) 920,077 80,494
income (Loss)
Loss of discontinuing operation 0 0 0 0 0 0
Net income 361,315 89,979 (302,638) (40,115) 920,077 80,494
Total other comprehensive income
(loss) (Net, after tax) 4,787 (50,214) 19,176 12,212 33,409 5,748
Total comprehensive income 366,102 39,765 (283,462) (27,903) 953,486 86,242
Net profit attributed to
shareholders of the parent 361,315 89,979 (302,638) (40,115) 920,077 80,494
Net profit att.rlbl}ted to 0 0 0 0 0 0
non-controlling interests
Total comprehensive income
attributed to owners of the parent 366,102 39,765 (283,462) (27,903) 953,486 86,242
Comprehensive income
attributable to non-controlling 0 0 0 0 0 0
shareholders
Earnings (Loss) per share (Note 2) 0.59 0.15 (0.49) (0.07) 1.73 0.15

Note 1 :
Note 2 :

The financial report for the first quarter of 2022 was reviewed by independence accountants.
Earnings per shares are calculated on the basis of the weighted average number of common stocks in circulation

throughout the year. Earnings per share for previous years are retrospectively adjusted by surplus or capital

reserve transfer.

6.1.2 Names of auditors and audit opinions for the most recent 5 years

Year 2017~2020 2021 Q12022
HSIAO, YING CHIA HSIAO, YING CHIA HSIAO, YING CHIA
CPA
LIN, MEI-LING LIN, CHIH-LUNG LIN, CHIH-LUNG
. . Unqualified Opinion Unqualified Opinion Reserved Conclusion
Audit Opinion Audit Report Audit Report Review Report
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6.2 Five-Year Financial Analysis

6.2.1 Consolidated Financial Analysis — International Financial Reporting
Standards (IFRS) - Individual

Year Five-Year Financial Summary Asof March
Item 2017 2018 2019 2020 2021 31,2022
Financial |Liabilities to assets ratio 35.93 33.59 25.09 26.88 32.16 company
structure _ ; did not
%) |one tﬁfmm‘gﬁlgig’ property, plant | 455 | 6261 | 15937 | 14496 | 16198 |prepare the
quip first quarter
Current ratio 144.01 15590 | 166.96 146.75 15539 |0f2022
Sol individual
O'VONCY  |Quick ratio 81.14 88.15 86.59 93.80 82.72 |financial
( A’) report.
Interest coverage ratio (times) 29.11 6.76 (18.59) (2.09) 73.25
Accounts receivable turnover (times) 6.11 6.43 6.56 6.22 7.75
Days sales outstanding 60 57 56 59 47
Inventory turnover (times) 6.50 5.96 5.38 5.17 5.72
Operating |Accounts payable turnover (times) 10.79 12.75 16.75 16.27 15.14
performance Average inventory turnover days 56 61 68 71 64
Property, plant and equipment
turnover (times) 2.61 3.05 2.46 1.61 2.37
Total assets turnover (times) 1.27 1.34 1.12 0.83 1.14
Return on assets (%) 3.16 0.89 (2.74) (0.33) 9.45
Return on equity (%) 471 1.17 (4.09) (0.58) 13.30
Profitability |Pre-tax income to paid-in capital (%) 6.68 1.77 (5.43) (0.64) 18.89
Ratio of net income (%) 2.42 0.57 (2.56) (0.52) 8.21
Earnings per share (NT$) 0.59 0.15 (0.49) 0.07) 1.73
Cash flow ratio (%) 4.71 11.52 85.03 48.18 221
Cash flow |Cash flow adequacy ratio (%) 133.21 154.07 120.78 134.08 78.72
Cash reinvestment ratio (%) 0.04 0.97 9.51 5.90 (0.50)
Operating leverage 5.04 (68.43) (3.72) (5.91) 2.89
Leverage [— -
Financial leverage 1.05 0.55 0.96 0.96 1.02

Analysis of financial ratio differences for the past two years. (Not required if the difference does not exceed 20%)

1. The Interest coverage ratio increased by 3608%, which was due to the increase in profit before tax in the current period.

2. The operating performance increased, which was due to the increase in net sales during the period.

3. Increase in profitability ratios, which was due to the raw material price raised up and marked up to goods sales price, gain on inventory costs between time

differences, have good profit in current period.

4. The cash flow ratio and cash reinvestment ratio decreased, which was due to the decrease in net cash flow from operating activities in the current period.

5. The operating leverage increased by 149%, which was due to the increase in revenue during the current period and the increase in fixed operating costs and

other ratios.
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6.2.2 Consolidated Financial Analysis — International Financial Reporting
Standards (IFRS) - Consolidated

Year Five-Year Financial Summary As of
It March
cm 2017 | 2018 | 2019 | 2020 | 2021 |31,2022
Financial |Liabilities to assets ratio 35.95 33.62 25.15 26.89 32.17 30.32
structure |Long-term capital to property, plant and
) 145.85 162.61 | 159.39 | 14496 | 161.99 | 164.51
(%) equipment
Current ratio 14427 | 156.11 | 16745 | 147.71 | 156.03 | 163.81
Solvency - -
%) Quick ratio 81.18 87.88 86.70 94.28 82.91 81.43
0
Interest coverage ratio (times) 29.12 6.76 (18.54) | (2.06) 73.23 32.28
Accounts receivable turnover (times) 6.20 6.52 6.70 6.36 7.87 7.46
Days sales outstanding 59 56 54 57 46 49
Inventory turnover (times) 6.47 5.92 5.35 5.14 5.68 427
Operating |Accounts payable turnover (times) 10.80 12.75 16.76 16.28 15.14 12.67
performance|Average inventory turnover days 56 62 68 71 64 85
Property, plant and equipment turnover
. ey P auip 2.61 3.05 2.47 1.62 2.37 2.40
(times)
Total assets turnover (times) 1.27 1.34 1.12 0.83 1.14 1.06
Return on assets (%) 3.16 0.89 (2.74) | (0.33) 9.45 0.78
Return on equity (%) 4.71 1.17 (4.09) | (0.58) 13.30 1.09
Profitability |Pre-tax income to paid-in capital (%) 6.68 1.77 (5.42) | (0.63) 18.89 2.18
Ratio of net income (%) 2.41 0.57 (2.56) | (0.52) 8.20 2.85
Earnings per share (NT$) 0.59 0.15 (0.49) | (0.07) 1.73 0.15
Cash flow ratio (%) 4.67 11.45 85.20 47.83 2.20 6.07
Cash flow [Cash flow adequacy ratio (%) 133.69 | 154.24 | 12143 | 134.84 | 78.72 99.25
Cash reinvestment ratio (%) 0.04 0.95 9.56 5.86 (0.50) 0.9
Operating leverage 522 | (61.32) | (3.84) | (6.12) | 2.90 3.11
Leverage — -
Financial leverage 1.05 0.58 0.96 0.96 1.02 1.03

Analysis of financial ratio differences for the past two years. (Not required if the difference does not exceed 20%)

1. The Interest coverage ratio increased by 3655%, which was due to the increase in profit before tax in the current period.

2. The operating performance increased, which was due to the increase in net sales during the period.

3. Increase in profitability ratios, which was due to the raw material price raised up and marked up to goods sales price, gain on inventory costs

between time differences, have good profit in current period.

4. The cash flow ratio and cash reinvestment ratio decreased, which was due to the decrease in net cash flow from operating activities in the

current period.

5. The operating leverage increased by 147%, which was due to the decrease in revenue during the current period and the increase in fixed

operating costs and other ratios.
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Note 1 : The fiscal year not yet audited by the independent auditors shall be indicated.

Note 2 : Publicly listed company or companies with stocks traded at securities firm business places
shall also incorporate the financial information up to the quarter before the printing date
of the annual report for that year into analysis.

Note 3 : Calculation formulas as follows :

1.Financial structure
(1) Debt to asset ratio = Total liabilities / Total assets
(2) Long-term capital to property, plant & equipment ratio = (Total equity + non-current
liabilities) / net property, plant & equipment.

2.Solvency
(1) Current ratio = current assets / current liabilities.
(2) Quick ratio = (current assets-inventory-prepaid expenses) / current liabilities.
(3) Times interest earned = net profit before interest and tax / interest expenses for the
current period.

3. Management capacity
(1) Receivables turnover ratio (including account receivables and note receivables from
operating activities) = net sales / average receivables balance (including account
receivables and note receivables from operating activities).
(2) Average collection days = 365 / receivables turnover ratio.
(3) Inventory turnover ratio = cost of sales / average inventory.
(4) Payables turnover ratio (including account payables and note payables from
operating activities) = cost of sales / average payables balance (including account
payables and note payables from operating activities).
(5) Days sales outstanding = 365 / Inventory turnover ratio.
(6) Property, plant and equipment turnover ratio = net sales / average net property, plant
and equipment.
(7) Total asset turnover = net sales / average total assets.

4. Profitability
(1) Return on assets = (net Income + interest expenses * (1 - effective tax rate)) /
average total assets.
(2) Return on equity = net income / average equity.
(3) Net profit margin = net Income / net Sales
(4) Earnings per share = (net profit or loss attributed to shareholders of the parent -
preference dividend) / weighted average number of shares outstanding (Note 4)

5. Cash flow
(1) Cash flow ratio = net cash provided by operating activities / current liabilities
(2) Cash flow adequacy ratio = five-year sum of cash from operations / five-year (sum

of capital expenditures, inventory additions, and cash dividend)
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(3) Cash reinvestment ratio = (net cash provided by operating activities - cash
dividends)/ (gross property, plant and equipment + long-term investments + other
non-current assets + working capital) (Note 5)

6. Leverage :
(1) Operating leverage = (net operating revenue - operating variable cost and expense)
/operating income (Note 6).
(2) Financial leverage = operating income / (operating income - interest expenses)

Note 4 : The aforementioned calculation equation for earnings per share, please be aware of the
following during the measurement :

1. It is calculated based on the number of weighted average outstanding common shares,
rather than based on the number of shares already issued by the end of year.

2. For cash capital increase or treasury shares transactions, the circulation period has been
considered in order to calculate the number of weighted average shares.

3. For earning converting into capital increase or capital surplus converting into capital
increase, during the calculation of the earning per share for the previous year and
semi-annually, retroactive adjustment has been made according to the ratio of the capital
increase, but the issuance period of the capital increase is not yet considered.

4. If the special shares are non-convertible cumulative special shares, the dividends for the
current year (regardless of whether they are paid out) should be deducted from the net
profit after tax, or net loss after tax increased. If the special stock is non-cumulative, in the
case of net profit after tax, the dividend of the special stock shall be deducted from the net
profit after tax; if it is a loss, no adjustment is necessary.

Note 5 : During the measurement of the cash flow analysis, please be aware of the following :

1. Net cash flow from operating activities refers to the net cash inflow from operating
activities in the statement of cash flows.

2. Capital expense refers to the cash outflow of capital investment in each year.

3. Inventory increase is only counted when the ending balance is greater than the opening
balance. If the inventory at the end of year decreases, then it is counted as zero for the
calculation.

4. Cash dividends include the cash dividends of common stocks and preference shares.

5. Gross property, plant and equipment refer to the total amount of property, plant and
equipment before deduction of accumulated depreciation.

Note 6 : Issuer shall classify the operating cost and operating expense into fixed and variable. In
case where estimation or subjective judgment is involved, issuer shall be aware of its
reasonability and shall maintain the consistency of such cost and expense.

Note 7 : If the company’s stock has no denomination or the denomination per share is not NT$10, the
calculation of the ratio of paid-in capital in the previous disclosure will be calculated based on the

equity ratio attributable to the owner of the parent company on the balance sheet.
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6.3 Audit Committee’s Report for the Most Recent Year

Zig Sheng Industrial Co., Ltd.
Audit Committee’s Review Report

The Board of Directors of the Company has prepared and submitted the
“Consolidated Financ

nancial Statements” and “Parent Company Only Financial
i y Finar

Statements” and Company
Statements” of year 2021, which has been verified and signed by CPA Hsiao,
Ying-Chia and Lin, Chin Lung of Crowe (TW) CPAs. Together with the Business
Report and the Distribution of Profits, the Audit Committee finds that there is no
discrepancy. Therefore, the Board of Directors of the Company has prepared a
report in accordance with the provisions of the “Securities and Exchange Act” and

the “Company Act” for inspection.
To The 2022 Annual Meeting of Shareholders of Zig Sheng Industrial Co., Ltd.

The Convener of the Audit Committee: Ou, Yu-Lun

Date : March 11, 2022

6.4 Financial statement for the most recent fiscal year : Please refer to page 158-259.

6.5 A parent company only financial statement for the most recent fiscal year,
certified by a CPA : Please refer to page 260-354.

6.6 If the company or its affiliates have experienced financial difficulties in the most

recent fiscal year or during the current fiscal year up to the date of publication of

the annual report : None.
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VII. Review of Financial Conditions, Financial

Performance, and Risk Management

7.1 Analysis of Financial Status

Unit © NTS$ thousands
Year Variance
2020 2021
Item Amount %
Current assets 3,045,069 4,897,722 1,852,653 60.84
Property, plant and equipment 4,735,873| 4,715,038 (20,835) (0.44)
Other Non-Current Assets 1,145,693| 1,164,055 18,362 1.60
Total assets 8,923,635 10,776,815 1,850,180 20.73
Current liabilities 2,061,579 3,139,025 1,077,446 52.26
Other Non-current liabilities 339,187 327,480 (11,707) (3.45)
Total liabilities 2,400,766| 3,466,505 1,065,739 44.39
Share capital 5,500,014 5,316,884 (183,130) (3.33)
Capital Surplus 492,157 398,835 (93,322) (18.96)
Retained Earnings 668,136| 1,534,694 866,558 129.70
Other equity 26,138 59,897 33,759 129.16
Total equity 6,525,869 17,310,310 784,441 12.02
Note : The above financial data for each year has been checked and approved by independence

accountants.

The main reasons and effects of major changes in assets, liabilities and

equity in the last two years :

7.1.1 Current Assets

The reason for the increase in the proportion of changes was mainly due

to the increase in financial assets, accounts receivable and net

inventories.
7.1.2 Total Assets

The reason for the increase in the change ratio is the same as that of

current assets.
7.1.3 Current Liabilities

The reason for the increase in the proportion of changes was mainly due

to the increase in bank borrowings and accounts payable.
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7.1.4 Total Liabilities
The reason for the increase in the change ratio is the same as that of
current liabilities.

7.1.5 Retained Surplus
The reason for the increase in the percentage of change was mainly due
to the increase in net profit after tax in the current period.

7.1.6 Other Rights
The reason for the increase in the proportion of changes was mainly due
to the increase in the unrealized evaluation benefits of financial assets

measured at fair value through other comprehensive gains and losses.

7.2 Analysis of Financial Performance

Unit : NTS$ thousands

Item Year 2020 2021 Variance %
Operating revenue 7,675,607 11,218,513 3,542,906 46.16
Operating costs 7,591,144 9,996,561 2,405,417 31.69
Gross profit 84,463 1,221,952 1,137,489 1,346.73
Operating expenses 364,077 574,057 209,980 57.67
Net Operating Income (Loss) (279,614) 647,895 927,509 331.71
Non-operating income and 244,812 356,582 111,770 45.66
expenses

Income(Loss) before tax (34,802) 1,004,477 1,039,279 2,986.26
Income tax expense (or benefit). (5,313) (84,400) (79,087) 1,488.56
Net Income (Loss) (40,115) 920,077 960,192 2,393.60
Other comprehensive income 12,212 33,409 21,197 173.58
Total comprehensive (27,903) 953,486 981,389 3,517.15
income(Loss)

Note : The above financial data for each year has been checked and approved by independence

accountants.

7.2.1 The annual report shall list the main reasons for any material change in
operating revenues, operating income, or income before tax during the
past 2 fiscal years :
7.2.1.1 Operating Revenue
The reason was due to the pandemic slowdown and well adjustments
of products construction, inforcing the specific products sale, increase
much more operating revenue in the current period.

7.2.1.2 Operating Costs
The reason was due to increasing sales and raising prices of raw

material, resulting operating costs increase in current period.
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7.2.1.3 Gross Profit
The price of nylon raw material CPL has been on the rise since the
third quarter of 2020. Due to the smooth transfer of the price and the
spread of low-priced inventory, the operating gross profit in the
current period has increased significantly.
7.2.1.4 Operating Expenses
The reason of increasing operating expenses was sales increase and
sea freight raisen sharply in current period.
7.2.1.5 Net Operating Income
The reason for the increase of the change ratio was the same as the
explanation of gross profit.
7.2.1.6 Non-operating income and expenses
The reason was due to increasing gain on disposal of investments.
7.2.1.7 Income (loss) before tax
The reason for the increase of the change ratio is the same as the
explanation of gross profit.
7.2.1.8 Income tax expense (or benefit).
The reason for the increase in the percentage of change is the
decrease in income tax benefits arising from the deduction of losses.
7.2.1.9 Net Income (loss)
The reason for the increase of the change ratio is the same as the
explanation of gross profit and non-operating income and expenses.
7.2.1.10 Other comprehensive income
The reason for the increase of change was mainly due to the increase
in the unrealized evaluation benefits of equity instrument investments
measured at fair value through other comprehensive gains and losses.
7.2.1.11 Total comprehensive income (loss)
The reason for the increase of the change ratio was the same as the

explanation of gross profit and non-operating income and expenses.

7.2.2 Analysis of operating margin changes
Unit : NTS$ thousands

Early and late increase Variance
Gross profit Minus changes Selling price Cost price Sales mix Sales quantity
1,137,489 2,658,173 (1,575,455) 46,111 8,660

The reason is that the price of nylon raw material CPL has risen since the third quarter in
2020, and the product structure has been effectively adjusted and the sales of special
products have been strengthened, as a result of the substantial increase in profit in the
fourth quarter and an increase in gross profit.

Explain
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7.2.3 The reasons for the changes in the company’s main business content or if
major changes in operating policies, market conditions, economic
environment, or other internal and external factors have occurred or are
expected to occur, the facts and impact changes and the possible impact on
the company’s future financial operations and Response plan - None.

7.2.4 The expected sales volume in the next year and its basis, and the company's
expected sales volume to continue to grow or decline, the main factors

affecting :
The company has not disclosed its 2022-year financial forecast, so it does not
intend to disclose the expected sales volume.

7.3 Analysis of Cash Flow
7.3.1 Cash Flow Analysis for the Current Year (2021)

Unit : NT$ thousands

Leverage of Cash
Cash and Cash | Net Cash Flow Cash Surplus Deficit

Equivalents, from Operating| Cash Outflow : - .
Beginning of Year Activities (Deficit) Inv}g:ls ;rrlr;ent Flrf,?gg;ng
70,398 69,213 (68,163) 71,448 0 0

7.3.1.1 Analysis of cash flow changes :

(1) Operating activities -
Operating activities are cash inflows from changes in inventory and
accounts of operating activities.

(2) Investment activities :
Investment activities are capital expenditures for property, plant and
equipment.

(3) Financing activities :

Financing activities are cash outflows for repayment of short-term loan.

7.3.1.2 Remedial measures for insufficient cash and liquidity analysis : Not

applicable.
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7.3.2 Cash Flow Analysis for the Coming Year (2022)

Unit NT$
thousands
Cash and Estimated .
Estimated
Cash Net Cash .
Equivalents, | Flow from Cash Cash Surplus Leverage of Cash Deficit

Beginning of| Operating 83%%%3‘)’ (Deficit)

Year Activities

Investment Plans | Financing Plans
71,448 1,180,000 |(1,025,000)| 226,448 0 0

Description :
7.3.2.1 Operating activities : Operating activity is the expected inflow of
profit and depreciation in the next year.
7.3.2.2 Investment and financing activities : Investment and financing
activities are expected outflows of investment and financing and
cash dividend in the next year.
7.3.2.3 Remedial measures for insufficient cash and liquidity analysis: Not

applicable.

7.4 Major Capital Expenditure Items and Source of Capital

7.4.1 Major Capital Expenditure Items and Source of Capital
Unit : NTS$ thousands

Actual or A Capital Expenditure
. Planned ctual or : Actual
Project Source of Planned Date | Total Capital Ctua
f leti
Capital of Completion 2019 2020 2021
PET-POY
equipment | Equity Capital Degg%ber 690,000 600,000 | 90,000 0
L5L6
PET-POY March
equipment | Equity Capital 2021 265,000 13,000 | 236,000 | 16,000
L7L8

7.4.2 The impact of expected benefits on financial business :

7.4.2.1 Ensure that the raw material source of polyester textured yarn is
sufficient, and take advantage of the consistent advantages and
benefits of the self-owned false twist factory.

7.4.2.2 Increasing opportunities for brand integration can also increase the
development of environmentally friendly products.

7.4.2.3 Improve the efficiency of existing spinning and weaving production
capacity, reduce product costs, and increase company profits.
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7.5 Investment Policy in the Last Year, Main Causes for Profits or Losses,

Improvement Plans and Investment Plans for the Coming Year

7.5.1 Reinvestment policy for the most recent year
The company's reinvestment is based on its own industry and the purpose of
vertical integration above and downstream and related to market
development Investment.

7.5.2 Analysis of reinvestment loss and improvement plan
The investment gains and losses recognized by the equity method based on
the shareholding ratio are summarized as follows :

Unit © NTS$ thousands

Invested company 2020 2021
ZIS Holding Co., Ltd.in Republic of Mauritius 0 0
Nicest Int’L Trading Corp. in Independent State of Samoa 2,879 1,625
Ding Sheng Material Technology Co., Ltd. in Taiwan 2,179 (757)
Total 5,058 868

7.5.2.1 ZIS Holding Co.,Ltd.in Republic of Mauritius

(1) It is a 100% foreign invested company invested by the company.
The company’s investment of 5,400,000 shares, USD1.00 per share,
totaling USD5,400,000, has been reviewed by the Investment
Review Committee of the Ministry of Economic Affairs on August
1, Republic of China. The letter No. 091018941 was approved for
filing. Due to continuous losses, the total assets, total liabilities and
net assets as of December 31, 2016 and 2015 were all 0, and the
company did not have any revenue or expense amount during the
opening period.

(2) For information on reinvesting in Mainland China Kunshan Liyi
Textile Co., Ltd., please refer to Note 13 (3) Disclosure of Mainland
China Investment Information in the 2021 Financial Report.

7.5.2.2 Nicest Int’L Trading Corp. in Independent State of Samoa
(1) It is a 100% foreign invested company invested by the company.
The company’s investment in this company is 300,000 shares,
USD1.00 per share, totaling USD300,000. It has been reviewed by
the Investment Review Committee of the Ministry of Economic
Affairs on December 12, 2013. Letter No. 10200461630 was
approved and filed; currently actively diversifying the development

of various product sales to increase operating benefits.
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(2) For information on reinvestment in Suzhou Hongyousheng Trading
Co., Ltd., please refer to Note 13(3) Disclosure of Mainland China

Investment Information in the 2021 Financial Report.

7.5.2.3 Ding Sheng Material Technology Co., Ltd. in Taiwan

(1) It is a 100% invested company established by the company. The
company invested 1,500,000 shares in the company at NTD 10 per
share, totaling NT 15 million. It was approved by the Taipei City
Government on August 4, 2014, No. 10386394410 The letter of
approval and registration is still in the expansion stage. The
company reinvested 200,000 shares, USD1.00 per share, totaling
USD200,000, which was approved by the Ministry of Economic
Affairs Investment Review Committee on December 28, 2015 by
the Second Approval Letter No. 10400327980; engaged in general
import trading and re-active Open up the market to increase
operating profit.

(2) For information on reinvestment in DING SHENG MATERIAL
TECHNOLOGY CORPORATION in the United States, please refer
to the disclosure of relevant information on reinvestment business in
Note 13 (3) of the 2021 financial report.

7.5.3 Investment plan for the next year : None.

7.6 Analysis of Risk Management

7.6.1 The effect upon the company's profits (losses) of interest and exchange rate
fluctuations and changes in the inflation rate, and response measures to be
taken in the future.

7.6.1.1 Interest rate

As the company regularly evaluates the trend of interest rate
changes and makes timely responses, it is expected that no
significant market interest rate changes will be occurred. If the
market interest rate increases/decreases by 10 basis points, and all
other factors remain unchanged, the net profit of the company from
January 1 to December 31, 2021 and 2020, will decrease /increase
by NT$ 1,284 thousand and NT$ 993 thousand respectively.
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7.6.1.2 Foreign exchange rates
The sensitivity analysis of the company's exchange rate risk mainly
focuses on the main foreign currency monetary items and
non-monetary items at the end of the financial reporting period, and
the impact of related foreign currency appreciation/devaluation on
the company's profit and loss and equity. The company’s exchange
rate risk is mainly affected by fluctuations in the exchange rate of
the U.S. dollar. When the U.S. dollar appreciates/depreciates by 1%,
the company’s net profit after tax from January 1 to December 31,
2021 and 2020 will increase/decrease by NT$ 1,736 thousand and
NTS$ 2,578 Thousand respectively.
In addition, the Group’s monetary items recognized foreign currency
unrealized exchange losses from January 1 to December 31, 2021
and 2020, were NT$ 16 thousand and NT$ 1,822 thousand
respectively. Due to the wide variety of currencies in foreign
currency transactions, it is impossible to the exchange gains and
losses are disclosed in foreign currencies, so they are expressed in

the form of aggregate amounts.

7.6.2 The company's policy regarding high-risk investments, highly leveraged
investments, loans to other parties, endorsements, guarantees, and derivatives
transactions; the main reasons for the profits/losses generated thereby; and
response measures to be taken in the future.

The company engages in derivative commodity transactions to avoid
exchange rate risks arising from assets and liabilities, and since the
company's listing (Republic of 1993), there has never been a case of fund

loans to others or external endorsements.

7.6.3 Research and development work to be carried out in the future, and further
expenditures expected for research and development work.

7.6.3.1 Compared with polyolefin and polyester petrochemical products, the
characteristics of nylon series products have great development
potential, but the industrial characteristics and raw material costs are
high, and relatively high value-added upgrading technologies are
difficult to obtain. In addition to the development of mass
production and stable process technology through the integration of
upstream and downstream industries, the company will further
strengthen its research and development capabilities in
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forward-looking technologies such as modified polymerization,
nano blending and fine spinning. Value, high-performance,
differentiated niche raw materials and fiber products to make up for
the supply gap in the domestic industry, master key technologies and
independent manufacturing capabilities.

7.6.3.2 With the continued fever of global warming, the world’s major
economies have actively discussed and planned climate change
mitigation policies in the past year, and energy conservation, carbon
reduction, and green environmental protection have become the
main axis of government governance in the future. The company's
"100% PET bottle recycled polyester DTY" product was awarded
the green label authorized by the state on March 19, 2009. In the
future, it will be more committed to the development of special
yarns with high color fastness, which can play a role in energy
saving and waste reduction. Appeal. It will also build a packaged
module system for sewage recycling and reclaimed water filtration,
establish local key components and core technologies, and
strengthen the market competitiveness of my country’s industries,
which will increase the growth of import substitution rate and not
only drive related product industries. Benefit, more effectively
achieve the purpose of water recycling and environmental
protection.

7.6.3.3 The company's estimated research and development expenses
(including equipment investment) this year are NT$60 million.

7.6.4 Effect on the company's financial operations of important policies adopted
and changes in the legal environment at home and abroad, and measures to
be taken in response.

7.6.4.1 The company does not have a production base in the mainland, nor
does it claim to be made in China and sold in the United States.
7.6.4.2 The company's products are sold to mainland manufacturers and
then sold to the United States as follows -
(1) The company's 2021 revenue was NT$11.22 billion, and the
sales amount in mainland China was NT$460 million.
(2) The company's sales of mainland products are processed by
customers into fabrics and processed into garments and then sold.
The amount of sales to the United States is indeed impossible to
calculate, but the impact of Section 301 on the company's

finances and business is minimal.
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7.6.5 The impact of technological changes (including information security risks)
and industry changes on the company's financial business and
countermeasures -

Most of the company's products are used for clothing and spinning fibers,
with a long product life cycle, and because the products are widely used, they
are less susceptible to technological changes and industrial changes.

7.6.6 Effect on the company's crisis management of changes in the company's
corporate image, and measures to be taken in response : None.

7.6.7 Expected benefits and possible risks Assistant Vice Presidentd with any
merger and acquisitions, and mitigation measures being or to be taken : None.

7.6.8 Expected benefits and possible risks Assistant Vice Presidentd with any plant
expansion, and mitigation measures being or to be taken : None.

7.6.9 Risks Assistant Vice Presidentd with any consolidation of sales or purchasing
operations, and mitigation measures being or to be taken.
The company’s main purchases and sales targets are as disclosed in the
Operation Overview section of this report

7.6.9.1 Instruction of purchase concentration :

(1) The company has been in the chemical fiber industry for 50 years
and has established long-term partnerships with upstream suppliers,
and the supply of raw materials is smooth.

(2) The purchase of raw materials is handled by multiple supplies, and
the supply sources are all over 20 years of long-term cooperation,
so there is no risk of supply shortage caused by concentrated

purchases.
7.6.9.2 There is no sales concentration

Too much concentration of sales customers can easily lead to the
overall control of production and manufacturing and the deployment
of personnel and resources subject to the growth and decline of
these customers’ orders. Once any major customer has a financial
crisis or bankruptcy, it is easy to cause a whole-body effect, which is
easy to cause the company’s operations. Significant risks. In order to
reduce the risk of sales concentration, on the one hand, the company
pre-set quota limits for individual customers to determine and

control the collection of accounts, on the other hand, actively
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increase the source and region of the customer base to increase
revenue and diversify the risk of sales concentration. Reduce the

impact of losing a single customer order on company operations.

7.6.10 Effect upon and risk to the company in the event a major quantity of shares
belonging to a director, supervisor, or shareholder holding greater than a 10
percent stake in the company has been transferred or has otherwise changed

hands, and mitigation measures being or to be taken : None.

7.6.11 Effect upon and risk to company Assistant Vice Presidentd with any change
in governance personnel or top management, and mitigation measures being

or to be taken : None.

7.6.12 Litigation or Non-litigation Matters :

7.6.12.1 The company's major litigation, non-litigation or administrative
litigation matters in the last two years and so far : None.

7.6.12.2 The company’s directors, supervisors, Presidents and major
shareholders with a shareholding ratio of more than 10%, major

litigation, non-litigation or administrative disputes in the last two years
and up to now : None.
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7.6.13 Other important risks and countermeasures : In order to improve information
security risk management, the company issued an "Information Security
Rules Announcement” in March 2017 for employees to comply with, and
the following information security management measures -

Items

Description

Action

Computer
Room

¥

Computer room access control
Computer room environmental
management

Personnel entry and exit control
and record

Computer room air conditioner
temperature and humidity control
Uninterrupted Power System
Setup

The inspection and education of
equipment and fire safety
Management and maintenance of
Information appliance.

System
Security

#

System Status Monitoring and
abnormality alerting

Database management
Disaster drill on system

YVi v ¥V V¥V V V

System and Network status
Monitoring and exception
handling

Optimization and backup of
database regularly

System virtualization and remote
backup.

Performance disaster drill on host
computer backup plan regularly.

Access control

Employee access data control

Permission setting

Account Management

USB port usage control
External Mail access control

Network
security

The installation of protection
device

VV V| VVVV| V V V¥V

The establishment and update of
firewall and spam filtering
Regular update on virus code
P2P and remote connection
program control

The education
training and
dissemination
to the
employee

Enhance concept of employee
information security

Promote alertness of employee
for information security

A\

Enhance implementation of
professional information security
education training

Process dissemination of
information security irregularly

7.7 Other important matters : None.

154




VIII. Special Disclosure

8.1. Summary of Affiliated Companies

8.1.1.

Consolidated Business Report of the Subsidiary

8.1.1.1 Subsidiary Chart :

Z1G SHENG INDUSTRIAL CO., LTD.

ZIS Holding Co., Ltd.
(Republic of Mauritius)

100%

Nicest Int’L Trading Corp.
(Independent State of Samoa)
100%

Ding Sheng Material
Technology Co., Ltd.
(R.O.C.) 100%

Suzhou Hong You Sheng

Ding Sheng Material

Trading Co., Ltd.(China) Technology Corp.
100% (United States of America)
100%
8.1.1.2 Subsidiaries Profile
Unit : NT$ thousands
. Place of Paid-in . o
Company Date of Incorporation Registration Capital Business Activities
. Republic of Reinvestment in various
ZIS Holding Co., Ltd. August 6, 2002 Mauritius 185,020 businesses
Nicest Int’L Trading Independent Reinvestment in various
Corp. May 30, 2013 State of Samoa 8,883 businesses
. . Synthetic resin and industrial
Ding Sheng Material : .
Technology Co., Ltd. August 4, 2014 R.O.C. 15,000 |plastic products manufacturing
and related international trade
Engaged in the wholesale import
and export of plastic products,
Suzhou Hong You Jiangsu chemical products, chemical fiber
Sheng Trading Co., September 3, 2013 province 8,883 |raw materials, chemical fiber
Ltd (China) products, textile raw materials,
machinery and electrical
equipment and their parts
Ding Sheng Material United States . .
Technology Corp. May 21, 2015 of America 6,340 |General import trading

8.1.1.3 Information of the same shareholders who are presumed to have control

and affiliation : None.
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8.1.1.4 The industries covered by the business of the overall relationship company,

and there are related situations :

(1) The business operations of ZIS Holding and Nicest Int’L controlled

by the company are The business operations are not related.

(2) Suzhou Hong You Sheng Trading Co., Ltd. and Ding Sheng Material

Technology Co., Ltd. (R.O.C.) and Ding Sheng Material Technology
Corp. (U.S.A.) controlled by the company s business The company’ s

business operations are related to expand sales to overseas markets.

8.1.1.5 Information of Directors, Supervisors, and Presidents of the aftiliates

Unit : Share ; %
Shareholding
Company Name Position Name / Representative (As of December 31, 2021)
Share Percentage
. . YEH, SOU-TSUN, Representative of o
ZIS Holding Co., Ltd. Chairman 71G SHENG INDUSTRIAL CO., LTD. 5,400,000 100%
. 300,000
. , . . SU, PAT-HUANG, Representative of ’ o
Nicest Int’L Trading Corp. Chairman 71G SHENG INDUSTRIAL CO., LTD. (Par Va{IJuSeD ple)r share 100%
Ding Sheng Material . SU, PAT-HUANG, Representative of o
Technology Co., Ltd. Chairman |, & SHENG INDUSTRIAL CO., LTD. 1,500,000 100%
Suzhou Hong You Sheng Legal HE, CHAO-CHEN, Representative of . o
Trading Co., Ltd. Representative|Nicest Int’L Trading Corp. Not applicable 100%
Dine Shene Material HE, CHAO-CHEN, Representative of 200,000
T I{fn le £ C © Chairman |Ding Sheng Material Technology Co., (Par value per share 100%
cennology Lor1p. Ltd. USDI)
8.1.1.6 Operational Highlights of Subsidiaries
Unit : NTS$ thousands
Operating Net EPS
Company Capital Stock Assets | Liabilities | Equity |[Revenues
Income | Income (NTS)
ZIS Holding Co., Ltd. 185,020 0 0 0 0 0 0 0
Nicest Int’L Trading 8,883 (Par value 5.08
Corp. per share USD1) 18,007 0] 18,007 0 0 1,524 USDO0.18
Ding Sheng Material
Technology Co., Ltd. 15,000 7,747 3,374 4,373 222 (51) (810) (0.54)
Suzhou Hong You Not
Sheng Trading Co., 8,883| 37,292 19,285| 18,007| 66,198 1,323 1,524 .
applicable
Ltd.,
Ding Sheng Material 6,340 (Par value 3.77)
Technology Corp. per share USD1) 14,603 17.43) (3,340) 30,122 (731) (754) USD(0.13)
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8.1.2. Financial Statement Statement on Consolidation of Affiliated Enterprises :

Please refer to page 158.
8.1.3. Reports on Affiliated Enterprises : Not applicable.

8.2. The status of private placement securities in the most recent year and as of the
publication date of the annual report : None.

8.3. Status of holding or disposing of the company’s stocks by subsidiaries in the most

recent year and as of the publication date of the annual report : None.

8.4. Other necessary supplementary explanation items : None.

IX. Matters that have a significant impact on

shareholders' equity or securities prices

In the most recent year and as of the publication date of the annual report,
matters that have a significant impact on shareholders' equity or securities
prices as stipulated in the second paragraph of Article 36 of the Securities and

Exchange Act : None.
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Declaration Statement
December 31, 2021

March 11, 2022

According to “Criteria Governing Preparation of Affiliation Reports, Consolidated Business Reports
and Consolidated Financial Statements of Affiliated Enterprises”, for the year of 2021 (from January
1,2021 to December, 2021), the affiliated companies of Zig Sheng Industrial Co., Ltd. which should
be included when preparing the Consolidated Financial Statements of Affiliated Enterprises are the
same as those which shall be included in the Consolidated Financial Statements of the parent and
subsidiaries prepared under No.10 of International Financial Reporting Standards, and all of the
related information which shall be disclosed in the Consolidated Financial Statements of Affiliated
Enterprises had been disclosed in the above Consolidated Financial Statements of the parent and
subsidiaries. Therefore, separate Consolidated Financial Statements of Affiliated Enterprises are not

prepared.

Declared herein

Zig Sheng Industrial Co., Ltd.

Legal Representative : Yeh, Sou-Tsun
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Independent Auditors’ Report
To : Zig Sheng Industrial Co., Ltd.

Opinion

We have audited the Consolidated Financial Statements of Zig Sheng Industrial Co., Ltd. and
Subsidiaries (the “Group"), which comprise the Consolidated balance sheets as of December 31,
2021 and 2020, the Consolidated statements of comprehensive income, Consolidated statements of
changes in equity, and Consolidated statements of cash flows for the years ended December 31,
2021 and 2020, and notes to the Consolidated financial statements, including a summary of
significant accounting policies (together “Consolidated Financial Statements”).

In our opinion, the accompanying Consolidated Financial Statements present fairly, in all material
respects, the financial position of the Group as of December 31, 2021 and 2020, its financial
performance and its cash flows for the years then ended in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and the International Financial
Reporting Standards, International Accounting Standards, and the related interpretations recognized
and issued into effect by the Financial Supervisory Commission (together “IFRSs”).

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and 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 Code of Professional Ethics for
Certified Public Accountant of the 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 for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the Consolidated Financial Statements for the year ended December 31, 2021. These
matters were addressed in the context of our audit of the Consolidated Financial Statements as a
whole and, in forming our opinion thereon; we do not provide a separate opinion on these matters.

Key audit matters for the Consolidated Financial Statements for the year ended December 31, 2021
are stated as follows -
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Revenue recognition

Revenue generation is a fundamental business activity of an enterprise as a going concern, it is
crucial to the operating performance of an enterprise. Due to ubiquitous pressure of achieving
projected financial or sales targets by management, revenue recognition is considered to have
higher fraudulent risk by the generally accepted auditing standards. Therefore, we list the timing of
transfer of risks and rewards of sold products and the recognition of sales revenue as one of the key
audit matters.

For the accounting policies regarding revenue recognition, please refer to Note 4.32 of the
Consolidated Financial Statements ; For illustration to the revenue items, please refer to disclosure
in Note 6.30 of the Consolidated Financial Statements.

Our key audit procedures performed in respect of the above area included the following :

1. Tested the effectiveness of the Group's design and implementation of its internal controls over
sales and receivable cycles, evaluated the appropriateness of revenue recognition on a test basis.

2. Understood the categories and specifications of products sold to top ten clients, evaluated the
reasonableness of the sales revenue and accounts receivable turnover (days) and analyzed if there
is any abnormality.

3. Evaluated the accuracy of the timing of transfer of risks and rewards of sold products and the
recognition of sales revenue by selecting and testing a sample of sales transactions before and
after the shipment cut-off date.

Valuation of inventory

The main inventories of the Group are Polyester Fully Oriented Yarn, Lactam and the related
products and are measured using lower of cost or net realizable value. Due to rapid changes in the
industry where the Group resides, the sales prices of the Group’s products are easily affected by the
prices of international raw materials and may fluctuate drastically. This leads to risk that the
inventory costs may exceed their net realizable value and resulted in slow-moving or obsolete
inventories. And since the Group’s management, through assessment of respective outside evidence,
is relied to perform the subsequent measurements and recognition, we list inventory valuation as
one of the key audit matters.

For the accounting policies regarding inventories, please refer to Note 4.15 of the Consolidated
Financial Statements; For illustration to the inventory items, please refer to disclosure in Note 6.6 of
the Consolidated Financial Statements. Our key audit procedures performed in respect of the above
area included the following :
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1. Based on the understanding of the Group’s operations and nature of the industry, assessed the
reasonableness of the policies and procedures adopted for recording allowance to reduce
inventory to market.

2. Reviewed inventory aging reports, analyzed changes in the inventory aging and assessed whether
or not the subsequent measurements were performed according to the accounting policies.

3. Understood and assessed the reasonableness of the basis of net realizable value used by the
management, selected samples and agreed to the relating supporting documents to test the
accuracy of the amounts, then evaluated whether or not the management’s disclosures regarding
the subsequent measurements of inventories were appropriate.

Other matters — Parent Company Only Financial Statements

Zig Sheng Industrial Co., Ltd. had prepared the 2021 and 2020 parent company only financial
statements, along with the independent auditors’ report with unqualified opinion issued, available
for reference.

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

Management is responsible for preparation and fair presentation of the Consolidated Financial
Statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers and IFRSs and for such internal control as management determines 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, to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting
process.

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
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aggregate, they could reasonably be expected to influence the economic decisions of users taken on

the basis of these Consolidated Financial Statements.

As part of an audit in accordance with the auditing standards generally accepted in the Republic of

China, we exercise professional judgment and maintain professional skepticism throughout the
audit. We also :

L.

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 that
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or override of internal control.

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

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

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, determine whether any material uncertainty exists
in the 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.

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.
Obtain sufficient and 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 guidance, supervision and performance for
the audit of the Group. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned

audit scope, timing of the audit and significant audit findings, including any significant deficiencies

in internal control that we have identified 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
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relationships and other matters that may reasonably be thought to affect our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the Consolidated Financial Statements for the year
ended December 31, 2021 and are therefore the key audit matters. We describe these matters in our
auditors’ report unless the laws or regulations preclude public disclosure on the matter or when, in
extremely rare circumstances, we determine that the matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to be greater the
additional benefits brought to the public from such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Hsiao,
Ying-Chia and Lin, Chih-Lung.

Crowe (TW) CPAs
Taipei, Taiwan
Republic of China

March 11, 2022

Notice to Readers

The accompanying Consolidated Financial Statements are intended only to present the Consolidated financial position, financial
performance and cash flows in accordance with 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.

For the convenience of readers, the independent auditors’ report and the accompanying Consolidated Financial Statements have
been translated into English from the original Chinese version prepared and used in the Republic of China. If there is any conflict
between the English version and the original Chinese version or any difference in the interpretation of the two versions, the
Chinese-language independent auditors’ report and Consolidated Financial Statements shall prevail.
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Zig Sheng Industrial Co., Ltd. and Subsidiaries
Consolidated Balance Sheets
As of December 31, 2021 and 2020

In Thousands of New Taiwan Dollars

December 31, 2021 December 31, 2020
Code Assets Amount % Amount 9%
11xx Current Assets $ 4,897,722 45 3 3,045,069 34
1100 Cash and cash equivalents (Note 6.1) 71,448 1 70,398 1
1110 Financial assets at fair value through profit or loss — current (Note 6.2) 916,107 8 603,174 7
1150 Notes receivable, net (Note 6.3) 269,770 3 221,230 3
1170 Accounts receivable, net (Note 6.4) 1,295,846 12 975,915 11
1180 Accounts receivable - related parties (Note 6.4,7) 41,820 - 45,496 -
1200 Other receivables (Note 6.5) 7,513 - 27,530 -
1220 Income tax assets (Note 6.37) 29 - 9 -
1310 Inventories, net (Note 6.6) 2,247,309 21 1,082,330 12
1410 Prepayments (Note 6.7) 47,880 - 18,987 -
15xx Noncurrent Assets 5,879,093 55 5,881,566 66
1517 Financial assets at fair value through other comprehensive income - noncurrent 246,998 2 208,709 3
(Note 6.8)
1600 Property, plant and equipment (Note 6.10) 4,715,038 44 4,735,873 53
1755 Right-of-use asset (Note 6.11) 74,673 1 78,434 1
1760 Investment properties, net (Note 6.12) 643,670 6 645,185 7
1780 Intangible assets (Note 6.13) 2,133 - 1,051 -
1840 Deferred income tax assets (Note 6.37) 76,092 1 128,837 2
1915 Prepayments for equipment 49,808 1 26,126
1920 Guarantee deposits paid (Note 6.14) 23,479 - 24,943 -
1990 Other noncurrent assets — other (Note 6.15) 47,202 - 32,408 -
1xxx Total Assets $ 10,776,815 100§ 8,926,635 100
Code Liabilities and Equity
21xx Current Liabilities $ 3,139,025 29 $ 2,061,579 23
2100 Short-term loans (Note 6.16) 1,260,000 12 710,000 8
2110 Short-term notes and bills payable (Note 6.17) 499,845 4 449,934 5
2120 Financial liabilities at fair value through profit or loss — current (Note 6.18) 1,526 - - -
2130 Contractual liabilities — current (Note 6.30) 54,457 1 80,804 1
2150 Notes payable (Note 6.19) 217,881 2 106,687 1
2170 Accounts payable (Note 6.19) 624,095 6 371,387 5
2180 Accounts payable to related parties (Note 7) 82 - 195
2200 Other payables (Note 6.20) 409,008 4 303,998 3
2230 Current-period income tax liabilities (Note 6.37) 31,507 - 144 -
2250 Provisions - current (Note 6.21) 25,572 - 24,573 -
2280 Lease liabilities - current (Note 6.12) 13,448 - 12,921 -
2399 Other current liabilities — other (Note 6.22) 1,604 - 936 -
25xx Noncurrent Liabilities 327,480 3 339,187 4
2570 Deferred income tax liabilities (Note 6.37) 137,395 1 137,395 2
2580 Lease liabilities - noncurrent (Note 6.11) 63,143 1 67,079 1
2640 Net defined benefit liability - noncurrent (Note 6.23) 103,778 1 111,549 1
2645 Guarantee deposits received (Note 6.24) 23,164 - 23,164 -
2XXX Total Liabilities 3,466,505 32 2,400,766 27
31xx Equity attributable to owners of the parent
3100 Share capital (Note 6.25) 5,316,884 49 5,500,014 62
3110 Ordinary shares 5,316,884 49 5,500,014 62
3200 Capital surplus (Note 6.26) 398,835 4 492,157 6
3300 Retained earnings (Note 6.27) 1,534,694 14 668,136 7
3310 Legal reserve 249,476 2 249,476 3
3320 Special reserve 321,614 3 321,614 3
3350 Unappropriated retained earnings 963,604 9 97,046 1
3400 Other equity interest (Note 6.28) 59,897 1 26,138 -
3410 Exchange differences from translation of foreign operations ( 270) - ( 219) -
3420 Unrealized gains or losses on financial assets at fair value through other comprehensive income 60,167 1 26,357 -
3500 Treasury shares (Note 6.29) - - ( 160,576) ( 2)
3xxx Total Equity 7,310,310 68 6,525,869 73
3x2x Total Liabilities and Equity $ 10,776,815 100§ 8,926,635 100

(The accompanying notes form an integral part of the consolidated financial statements)
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Zig Sheng Industrial Co., Ltd. and Subsidiaries
Consolidated Statements of Comprehensive Income
For the Years Ended December 31, 2021 and 2020

In Thousands of New Taiwan Dollars

2021 2020
Code Item Amount Amount
4000 Operating revenue (Note 6.30) 11,218,513 100 $ 7,675,607 100

5000
5900
6000
6100
6200
6300
6900

7100
7010
7020
7050
7000

7900

7950
8200

8316
8311
8349
8310

8361

8360
8300
8500
8600
8610
8700
8710

9750
9850

Operating costs (Note 6.6, 6.35) (

9,996,561) ( 89) (

7,591,144) ( 99)

Gross profit (loss) from operations 1,221,952 11 84,463 1
Operating expenses (Note 6.35) ( 574,057) ( 5) ( 364,077) ( 5)
Selling expenses ( 339,139) ( 3) ( 216,438) ( 3)
Administrative expenses ( 176,185) (1) ( 92,306) (1)
Research and development expenses ( 58,733) (1) ( 55333) (1)
NET OPERATING INCOME (LOSS) 647,895 6 ( 279,614) (4
Non-operating income and expenses
Interest income (Note 6.31) 116 - 309 -
Other income (Note 6.32) 150,673 1 276,635 4
Other gains and losses (Note 6.33) 224,944 2 ( 20,529) -
Finance costs (Note 6.34) ( 19,151) - ( 11,603) -
Total non-operating income and expenses 356,582 3 244,812 4
INCOME (LOSS) BEFORE INCOME TAX FROM CONTINUING
OPERATIONS 1,004,477 9 ( 34,802) -
INCOME TAX EXPENSE (Note 6.37) ( 84,400) (1) ( 5,313) -
NET INCOME (LOSS) 920,077 8 40,115) -
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to profit or loss :
Unrealized measurement gains or losses on equity instruments
measured at FVTOCI (Note 6.8) 33,810 i 12,248 )
Remeasurements of defined benefit liability (Note 6.23) ( 438) - ( 589) -
Income tax related to items that will not be reclassified subsequently
88 - 118 -
to profit or loss (Note 6.37)
Total items that will not be reclassified subsequently to profit or loss 33,460 - 11,777 -
Items that may be reclassified subsequently to profit or loss
Exchange differences from translation of foreign operations of
e . . . ( 51) - 435 -
subsidiaries, associates and joint ventures under equity method
Total items that may be reclassified subsequently to profit or loss ( 51) - 435 -
Total other comprehensive income (loss) for the year, net of income tax 33,409 - 12,212 -
TOTAL COMPREHENSIVE INCOME (LOSS) FOR THE YEAR $ 953,486 8 (3 27,903) -
Net income (loss) attributable to :
Owners of the parent $ 920,077 8 (8§ 40,115) -
Total comprehensive income (loss) attributable to :
Owners of the parent $ 953,486 8 (3 27,903) -
EARNINGS (LOSS) PER SHARE — ORDINARY SHARES (NT$) (Note 6.38)
Basic earnings (loss) per share $ 1.73 $ 0.07
Diluted earnings per share $ 1.73

(The accompanying notes form an integral part of the consolidated financial statements)
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Zig Sheng Industrial Co., Ltd. and Subsidiaries
Consolidated Statements of Changes in Equity
For the Years Ended December 31, 2021 and 2020

In Thousands of New Taiwan Dollars

Retained Earnings Other Equity
Exchange Unrealized
Share Capital - Capital Special Unapprgpriated differences  gains or logses Treasury 4
Code Item . Legal reserve retained from on financial Total Equity
Ordinary Shares Surplus reserve . . Shares
earnings translation of assets at
foreign FVTOCI

Al Balance, January 1, 2020 $ 6,117,634 § 360,397 § 249476 § 321,614 $ 137,632 ($ 654) § 14,109 § - § 7,200,208

D1 Profit (loss) for 2020 - - - - ( 40,115) - - - ( 40,115)

D3 Other comprehensive income, net of tax, for 2020 - - - - ( 471) 435 12,248 - 12,212

Financial assets at fair value through profit or loss —

L1 current (Note 6.2) - - - - - - - ( 646,436) ( 646,436)

L3 Cancellation of treasury shares ( 617,620) 131,760 - - - - - 485,860 -

Z1 Balance, December 31, 2020 $§ 5500014 § 492,157 $§ 249476 $§ 321,614 $ 97,046 (§ 219) $ 26,357 ($_160,576) $§ 6,525,869
Al Balance on January 1, 2021 $ 5500014 $ 492,157 § 249476 § 321,614 $ 97,046 ($ 219) $ 26,357 ($ 160,576) $§ 6,525,869

Appropriation of earnings :

B5 Cash dividends of ordinary share - - - - ( 53,169) - - - ( 53,169)
C15  Cash dividends from additional paid-in capital - ($ 106,338) - - - - - - ( 106,338)
C17  Unclaimed overdue dividends by shareholders - 455 - - - - - - 455
D1 Profit (loss) for 2021 - - - - 920,077 - - - 920,077
D3 Other comprehensive income, net of tax, for 2021 - - - - ( 350) ( 51) 33,810 - 33,409

L1 Buy back treasury shares - - - - - - - ( 9,993) ( 9,993)

L3 Cancellation of treasury shares ( 183,130) 12,561 - - - - - 170,569 -

Z1 Balance, December 31,2021 $ 5316884 § 398,835 § 249476 § 321,614 $ 963,604 ($ 270) § 60,167 $ - § 7310310

(The accompanying notes form an integral part of the consolidated financial statements)
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Zig Sheng Industrial Co., Ltd. and Subsidiaries

Consolidated Statements of Cash Flows

For the Years Ended December 31, 2021 and 2020

In Thousands of New Taiwan Dollars

Code Item 2021 2020
AAAA  CASH FLOWS FROM OPERATING ACTIVITIES
A00010 Net profit (loss) from continuing operations before tax 1,004,477 (8 34,802)
A20000 Adjustments -
A20010 Income/gain or expense/loss items not affecting cash flows
A20100  Depreciation expense (including depreciation of right-of-use assets and investment properties) 462,919 586,344
A20200 Amortization expense 27,137 28,019
A20400  Net loss (gain) on financial assets and liabilities measured at FVTPL 62,183) ( 70,570)
A20900 Interest expense 13,906 11,374
A21200 Interest income 116) ( 309)
A21300  Dividend income 37,059) ( 22,806)
A22500  Net loss (gain) on disposal or scrapping of property, plant and equipment 33 1,145
A23100  Net loss (gain) from disposal of investments 190,076) 55,646
A29900 Gain from lease modifications - ( 43)
A20010  Total income/gain or expense/loss items not affecting cash flows 214,561 588,800
A30000 Changes in operating assets and liabilities
A31115 Decrease (increase) in financial assets mandatorily measured at FVTPL 51,787) ( 73,412)
A31130 Decrease (increase) in notes receivable 48,540) ( 26,756)
A31150  Decrease (increase) in accounts receivable 319,931) ( 54,539)
A31160 Decrease (increase) in accounts receivable — related parties 3,676 8,243
A31180 Decrease (increase) in other receivables 10,460 ( 4,510)
A31200 Decrease (increase) in inventories 1,178,961) 567,847
A31230  Increase in prepayments 28,893) ( 2,773)
A32125 Decrease in contractual liabilities 26,347) ( 6,185)
A32130 Increase (decrease) in notes payable 111,194 5,114
A32150  Increase (decrease) in accounts payable 252,708 19,181
A32160  Increase (decrease) in accounts payable — related parties 113) ( 245)
A32180  Increase (decrease) in other payables 110,166 71
A32190  Increase (decrease) in other payables — related parties - ( 240)
A32200  Increase (decrease) in provisions 999 ( 590)
A32230  Increase (decrease) in other current liabilities - other 668 ( 55)
A32240 Decrease in net defined benefit liabilities 8,209) ( 8,634)
A30000 Total changes in operating assets and liabilities 1,172,910) 422,517
A33000 Cash generated from operations 46,128 976,515
A33100 Interest received 116 311
A33200 Dividend received 37,059 22,806
A33300 Interest paid 13,866) ( 11,525)
A33500 Income taxes paid 224) ( 2,151)
AAAA  Net cash flows from (used in) operating activities 69,213 985,956

(continue to next page)
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BBBB
B00010
B00030
B02700
B02800
B03700
B03800
B04500
B05400
B06600
B06700
B07100

BBBB

CCccc
C00100
C00200
C00500
C00600
C03000
C03100
C04020
C04500
C04900
C09900

Cccc

DDDD

EEEE
E00100
E00200
E00210

(continue from previous page)

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of FVTOCI financial assets
Returned capital from FVTOCI financial assets
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Increase in refundable deposit paid
Decrease in refundable deposit paid
Acquisition of intangible assets
Acquisition of investment properties
Decrease in other financial assets
Increase in other noncurrent assets - other
Increase in prepayments for equipment
Net cash flows from (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES : (Note 6.36)
Increase in short-term loans
Decrease in short-term loans
Increase in short-term notes and bills payable
Decrease in short-term notes and bills payable
Increase in deposits received
Decrease in deposits received
Lease principal repayment
Distribution of cash dividends
Cost for buying back treasury shares
Undrawn overdue dividends payable transferred to capital surplus
Net cash flows from (used in) financing activities
Effects on cash and cash equivalents due to fluctuations in exchange rates
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR
RECORDED CASH AND CASH EQUIVALENTS ON THE BALANCE SHEET

( 13,200) -
8,721 2,550

( 218,014) ( 169,041)
407 207

( 59) ( 18,707)
1,523 316

( 907) ( 76)
( 3,631) ;
- 3,778

( 40,753) ( 20,845)
( 220,202) ( 109,888)
( 486,115) ( 311,706)
12,136,870 7,577,632

( 11,586,870) ( 8,051,632)
4,380,000 1,900,000

( 4,330,000) ( 1,450,000)
95 100

( 95) ( 600)
( 12,952) ( 13,113)
( 159,507) -
( 9,993) ( 646,436)
455 -

418,003 ( 684,049)

( 51) 435
1,050 ( 9,364)

70,398 79,762

$ 71,448 S 70,398
$ 71,448 S 70,398

(The accompanying notes form an integral part of the consolidated financial statements)

168



Zig Sheng Industrial Co., Ltd. and Subsidiaries
Notes to Consolidated Financial Statements
For the Years Ended December 31, 2021 and 2020

(Amounts in Thousands of New Taiwan Dollars, unless specified otherwise)

1. General Information

Zig Sheng Industrial Co., Ltd. (the “Company”) was founded on August 18, 1969. The

principal operating activities of the Company are as following :

(1) Spinning, weaving, dyeing/finishing, printing, processing, and trading of various filament,
artificial cotton and nylon.

(2) Production, selling, import/export of fiber raw materials for use in the petrochemical industry.

The Company has factories in Guishan District, Guanyin District and Dayuan District, Taoyuan City.

The Company’s stock began traded in the Taiwan Stock Exchange from October 7, 1993.

The Company is its own ultimate parent company.

The Company 's functional currency is New Taiwan Dollar. Since the Company is publicly traded in
Taiwan, in order to increase comparability and consistency of the financial statements, these
Consolidated Financial Statements are presented in New Taiwan Dollars.

Unless specified otherwise, the Company and the component subsidiaries included in these

Consolidated Financial Statements are together called the “Group” hereafter.

2. The Authorization of Financial Statements

The accompanying Consolidated Financial Statements were approved and authorized for

issue by the Board of Directors on March 11, 2022.

3. Application of New Standards, Amendments, and Interpretations

3.1

Effects from application of the newly issued or revised International Financial Reporting
Standards recognized and issued into effect by the Financial Supervisory Commission
(“FSC”) -

According to FSC Jin-Guan-Zheng-Shen No. 1090363623 Order on August 4, 2020, the
Company shall, beginning from 2021, prepare its financial statements, apply the
International Financial Reporting Standards, International Accounting Standards, and the
related interpretations released by IASB and recognized, issued into effect by FSC
(together “IFRSs”), and the related amendments to the Regulations Governing the
Preparation of Financial Reports by Securities Issuers.

The following summarizes the newly published, amended or revised IFRSs that are

recognized by FSC and effective in 2021 :
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Effective Date
Announced by IASB
June 25, 2020

y (Effective from the
issuance date)

January 1, 2021

Newly Issued/Amended/Revised Standards and Interpretations

Amendments to IFRS 4 » Extension of the Tempora
Exemption from Applying IFRS 9”

Phase 2 Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16
“Interest Rate Benchmark Reform”

Amendments to IFRS 16 “Covid-19-Related Rent Concessions

beyond 30 June 20217 April 1, 2022 (Note)

Note : FSC has allowed earlier adoption by companies effective from January 1, 2021.
After assessment, the above standards and interpretations do not have material impact on

the financial position and financial performance of the Group.

3.2 Effects from not yet adopting the newly published, amended or revised IFRSs that have

3.3

been endorsed and issued into effect by FSC -
The following summarizes the newly published, amended or revised IFRSs that are

recognized by FSC and effective in 2022 :

Effective Date
Announced by IASB

January 1, 2022

Newly Issued/Amended/Revised Standards and Interpretations

Amendments to IFRS 16 ” Property, Plant and Equipment -
Proceeds before Intended Use”

Amendments to IFRS 37 ” Onerous Contracts - Cost of Fulfilling
”» January 1, 2022
a Contract

Amendmen’t,s to IFRS 3 “Reference to the Conceptual January 1, 2022
Framework

Annual Improvements to IFRS Standards 2018-2020 January 1, 2022
As of the released date of these financial statements, after assessment, the above
standards and interpretations do not have material impact on the financial position and

financial performance of the Group.

Effects from the IFRSs issued by IASB but not yet been endorsed and issued into effect by
FSC:
The IFRSs newly issued, revised or amended by IASB but not yet been endorsed by FSC

are summarized as following (actual effective date is determined by FSC):

. . Effective Date
Newly Issued/Amended/Revised Standards and Interpretations Announced by IASB
Amendments to IAS 1 “Classification of Liabilities as Current or
o January 1, 2023
Non-current
IFRS 17 “Insurance Contracts” January 1, 2023
Amendments to IFRS 17 “Insurance Contracts” January 1, 2023

Amendments to IFRS 17 “Initial Application of IFRS 17 and
IFRS 9 - Comparative Information”

Amendments to IAS 1 “Disclosure of Accounting Policies” January 1, 2023
Amendments to IAS 8 “Definition of accounting estimates” January 1, 2023
Amendments to IAS 12 “Deferred Tax related to Assets and January 1, 2023

January 1, 2023
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Newly Issued/Amended/Revised Standards and Interpretations Effective Date

Announced by IASB
Liabilities arising from a Single Transaction”
Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Pendmg fqr
. . . , determination by
Assets between an Investor and its Associate or Joint Venture IASB

After preliminary assessment, the above standards and interpretations do not have
material impact on the financial position and financial performance of the Group. The
Group will continue to assess the effects on the Group’s financial position and financial
performance from the above standards and interpretations, the related assessment results

will be disclosed upon completion.

4. Summary of Significant Accounting Policies
The principal accounting policies applied in the preparation of these Consolidated Financial
Statements are set out below. These policies have been consistently applied to all the periods
presented unless otherwise stated.
4.1 Statement of compliance

The accompanying Consolidated Financial Statements have been prepared in conformity

with the Regulations Governing the Preparation of Financial Reports by Securities

Issuers.

4.2 Basis of preparation

1. Except for the following material items, these Consolidated Financial Statements have
been prepared under the historical cost convention :

(1) Financial assets and financial liabilities (including derivative instruments)
measured at Fair Value Through Profit or Loss (“FVTPL”).

(2) Financial assets measured at Fair Value Through Other Comprehensive Income
(“FVTOCT”).

(3) Liabilities on cash-settled share-based payment arrangements measured at fair
value.

(4) Defined benefit liabilities recognized based on the present value of defined benefit
obligation, net of the pension fund assets.

2. The preparation of financial statements in conformity with the IFRSs requires the use
of certain critical accounting estimates. It also requires management to exercise its
judgment in the process of applying the Group’s accounting policies. The areas
involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the Consolidated Financial Statements are disclosed in
Note 5.
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4.3 Basis of consolidation

1. Principles for preparing the consolidated financial statements

(1

)

All subsidiaries are included in the Group's consolidated financial statements.
Subsidiaries are all entities (including structured entities) controlled by the Group.
The Group controls an entity when the Group is exposed, or has rights, to variable
returns from its involvement in the entity and has the ability to affect those returns
through its power over the entity. Consolidation of subsidiaries begins from the
date the Group obtains control of the subsidiaries and ceases when the Group loses
control of the subsidiaries.

Inter-company transactions, balances and unrealized gains or losses on
transactions between companies within the Group are eliminated. The accounting
policies of the subsidiaries have been adjusted where necessary to ensure

consistency with the policies adopted by the Group.

(3) Profit or loss and each component of other comprehensive income are attributed to

the owners of the parent and to the non-controlling interests. Total comprehensive
income is attributed to the owners of the parent and to the non-controlling interests

even if this results in the non-controlling interests having a deficit balance.

(4) Changes in a parent's ownership interest in a subsidiary that do not result in the

)

parent losing control of the subsidiary (transactions with non-controlling interests)
are accounted for as equity transactions, i.e. transactions with owners in their
capacity as owners. Any difference between the amount by which the
non-controlling interests are adjusted and the fair value of the consideration paid
or received is recognized directly in equity.

When the Group loses control of a subsidiary, the Group remeasures any
investment retained in the former subsidiary at its fair value. That fair value is
regarded as the fair value on initial recognition of a financial asset or the cost on
initial recognition of the associate or joint venture. Any difference between fair
value and carrying amount is recognized in profit or loss. All amounts previously
recognized in other comprehensive income in relation to the subsidiary are
reclassified to profit or loss or transferred directly to retained earnings as
appropriate, on the same basis as would be required if the related assets or
liabilities were disposed of. That is, when the Group loses control of a subsidiary,
all gains or losses previously recognized in other comprehensive income in
relation to the subsidiary should be reclassified from equity to profit or loss, if
such gains or losses would be reclassified to profit or loss when the related assets

or liabilities are disposed of.
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2. The subsidiaries in the consolidated financial statements -

Percentage of Ownership
2021.12.31 2020.12.31

Investor Subsidiaries Main Businesses

According to instructions by

Zig Sheng management policies of the
Industrial Co.,  Nicest Int'L Trading Corp.  parent company, conduct 100% 100%
Ltd. investments in various businesses

other than Taiwan region
Percentage of Ownership

Investor Subsidiaries Main Businesses 20211231 20201231
Zig Sheng Ding Sheng Material Manufacture of synthetic resin
Industrial Co.,  Technology Corporation and industrial plastic and the 100% 100%
Ltd. Limited related international trading
Nicest Int'L Suzhou Hongsheng Trading Engage in wholesale,
Trading Corp. Co., Ltd. export/import, commission agent
(except for auctions) of plastic
materials, chemical products
(except for hazardous chemicals),
chemical fiber products, textile
mater}als, mef:hamcal and 100% 100%
electrical equipment and parts,
and the related auxiliary services,
technical consulting services, and
also provision of on-site
repairment services for the
mechanical and electrical
equipment and parts
Ding Sheng Ding Sheng Material General import/export trading
Material Technology Corporation
Technology 100% 100%
Corporation
Limited
3. Increase or decrease in consolidation subsidiaries : None

4. Subsidiaries not included in the consolidated financial statements

As of December 31, 2021 and 2020, the total asset, total liability and total equity of the
Group’s invested subsidiary, ZIS HOLDING CO., LTD., were all zero, and the
subsidiary did not have any income, expenses or losses during the above periods.
Therefore, the subsidiary is not included as a component entity in the Consolidated

Financial Statements.

5. Adjustments and treatments for subsidiaries with different accounting period : None

6.

7.

Significant restrictions on the ability to transfer funds from subsidiaries to the parent
company -

Due to local foreign exchange controls, the cash and bank deposits in Mainland China
by the amount of $20,328 thousand and $22,816 thousand as of December 31, 2021
and 2020, respectively, are restricted from transferring out of Mainland China (except
for normal dividends or business transactions (trading) ).

Subsidiaries that have non-controlling interests that are material to the Group : None

4.4  Foreign currency exchange

1. Items included in the financial statements of each of the Group’s entities are measured

using the currency of the primary economic environment in which the entity operates
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(the “functional currency”). The Consolidated Financial Statements are presented in
New Taiwan Dollars (NTS$), which is the Group’s functional currency.

2. In preparing the Consolidated Financial Statements, transactions in currencies other
than the entity’s functional currency (foreign currencies) are recognized at the rates of
exchange prevailing at the dates of the transactions. At the end of each reporting
period, monetary items denominated in foreign currencies are retranslated at the rates
prevailing at that date. Such exchange differences are recognized in profit or loss in
the year in which they arise. Non-monetary items measured at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing at the date
when the fair value was determined. Exchange differences arising on the retranslation
of non-monetary items are included in profit or loss for the year except for exchange
differences arising on the retranslation of non-monetary items in respect of which
gains and losses are recognized directly in other comprehensive income, in which
case, the exchange differences are also recognized directly in other comprehensive
income. Non-monetary items that are measured in terms of historical cost in foreign
currencies are not retranslated. Exchange gains and losses relating to loans and cash
and cash equivalents are reported as financial costs in the statements of
comprehensive income; other exchange gains and losses are reported as other gains
and losses in the statements of comprehensive income according to their nature.

3. The assets and liabilities of foreign operations of the Group (including subsidiaries,
associates, joint ventures or branches located offshore or using different currencies
from that of the Group) are translated into New Taiwan Dollars based on the spot rates
on each balance sheet date ; Income and expense items are translated at the average
exchange rates for the period. Exchange differences arising, if any, are recognized in
other comprehensive income.

4. When the Group disposes its foreign operations and loses control, joint control or
significant influence over the foreign operations, the amounts previously recognized
as equity in relation to the foreign operations are transferred to profit or loss. When
the Group disposes part of its foreign operation subsidiaries but does not lose control
over the subsidiaries, then the amounts previously recognized as accumulated
exchange differences in the other comprehensive income (loss) are combined and
included in the computation of the equity transaction proportionately but would not
be recorded as profit or loss. When the Group disposes its foreign operation associates
or joint equity but does not lose significant influence or joint control or over the

associates or joint equity, then the amounts previously recognized as accumulated
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exchange differences in the other comprehensive income (loss) is transferred to profit

or loss proportional to the disposal ratio.

4.5 Classification standards for current and noncurrent assets and liabilities
1. Assets that meet one of the following criteria are classified as current assets; otherwise
they are classified as non-current assets -
(1) Assets arising from operating activities that are expected to be realized, or are
intended to be sold or consumed within the normal operating cycle;
(2) Assets held mainly for trading purposes;
(3) Assets that are expected to be realized within twelve months from the balance
sheet date; or
(4) Cash and cash equivalents, excluding restricted cash and cash equivalents and
those that are to be exchanged or used to pay off liabilities more than twelve
months after the balance sheet date.
All assets that do not meet any of the above criteria are classified as non-current assets.
2. Liabilities that meet one of the following criteria are classified as current liabilities;
otherwise they are classified as non-current liabilities -
(1) Liabilities that are expected to be paid off within the normal operating cycle;
(2) Liabilities arising mainly from trading activities;
(3) Liabilities that are to be paid off within twelve months from the balance sheet date;
or
(4) Liabilities for which the repayment date cannot be extended unconditionally to
more than twelve months after the balance sheet date. 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.
All liabilities that do not meet any of the above criteria are classified as non-current
liabilities.
4.6 Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, demand deposits and 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. Time deposits which meet
the above definition and that are held for satisfying short-term cash commitments for

business operations are classified as cash equivalents.

4.7 Financial instruments
Financial assets and financial liabilities are recognized when the Group becomes a party

to the contractual provisions of the instrument.
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Upon initial recognition of financial assets and financial liabilities, they are measured at

fair value. Upon initial recognition, the transaction costs that can be directly attributable

to obtaining or issuing the financial assets and financial liabilities (except for ones

classified as FVTPL financial assets and financial liabilities) shall be added to or

subtracted from the fair value of the financial assets and financial liabilities. The

transaction costs that can be directly attributable to obtaining or issuing FVTPL financial

assets are recorded in profit or loss in the period occurred.

4.8 Financial assets at fair value through profit or loss (“FVTPL financial assets”)

1.

Financial assets at fair value through profit or loss (“FVTPL”) include financial assets
mandatorily measured at FVTPL and financial assets designated to be measured at
FVTPL. Financial assets mandatorily measured at FVTPL include equity instrument
investments that are not designated to be measured at fair value through other
comprehensive income by the Group, and debt instrument investments that neither

meet the classification of those measured at amortized cost or at FVTPL.

. For financial assets that are measured at either amortized cost or at FVTPL, when the

measurement could be materially reduced or removed, or there is inconsistency in
recognition, the Group would designate them as financial assets measured at FVTPL

at initial recognition.

. Transaction date accounting is adopted for recording customary transactions of

FVTPL financial assets.

. The Group initially measures at fair value at initial recognition, the related transaction

costs are recorded in profit or loss, then subsequently measures at fair value, and the

gains or losses are recorded in profit or loss.

. When the rights to collect dividends are established, the economic benefits related to

the dividends are likely to flow in, and when the dividends could be reliably measured,

the Group recognizes the dividend income in profit or loss.

4.9 Financial assets at fair value through other comprehensive income (“FVTOCI financial

assets”)

1.

Refers to the irrevocable choice made at initial recognition to report the changes in fair

value of non-trading purpose equity instrument investments in other comprehensive

income, or debt instrument investments that meet the following conditions :

(1) Hold the financial assets under the business model of holding for the purpose of
collecting contractual cash flows and for sale.

(2) The cash flows generated on the specified date are fully for payment of principal

and interests of outstanding principal.
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2. Transaction date accounting is adopted for recording customary transactions of

FVTOCI financial assets.

3. FVTOCI financial assets are initially measured at fair value, plus transaction costs and
subsequently measured at fair value :

(1)The changes in fair value of equity instruments are recognized in other
comprehensive income. Upon de-recognition, the accumulated gains or losses
previously recognized in other comprehensive income may not be subsequently
reclassified to profit or loss, but should be transferred to retained earnings. When
the right to receive dividends is established, the related economic benefits related
to the dividends is very likely to flow in, and the amount of dividends could be
reliably measured, the Group recognizes the dividend income in profit or loss.

(2)The changes in fair value of debt instruments are recognized in other
comprehensive income. Upon de-recognition, the impairment losses, interest
income, foreign exchange gains or losses prior to de-recognition are recorded in
profit or loss, and the accumulated gains or losses previously recognized in other

comprehensive income are transferred from equity to profit or loss.

4.10 Financial assets measured at amortized cost

1. Refers to those meet the all of the following conditions :

(1) Hold the financial assets under the business model of holding for the purpose of
collecting contractual cash flows and for sale.

(2) The cash flows generated on the specified date are fully for payment of principal
and interests of outstanding principal.

2. Transaction date accounting is adopted for recording customary transactions financial
assets measured at amortized cost.

3. The Group initially measures the financial assets at fair value, plus transaction costs
and subsequently recognizes interest income during the outstanding period using the
effective interest method and amortization procedures, and impairment losses are also
recognized. Upon de-recognition, the gains and losses are recorded in profit or loss.

4. The Group holds time deposits that are not considered cash equivalents. Since the
holding periods are short and the impacts of discount is not material, those deposits

are measured at their investment amounts.

4.11 Accounts and notes receivable
Refers to, according to contractual agreements, the unconditional receipt of right to the

consideration (accounts and notes receivable) for transferring goods or services. For
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interest-free short-term accounts and notes receivable, since the effect of discounting is

immaterial, the Group initially recognizes them at invoice amounts.

4.12 Impairment of financial assets
On each balance sheet date, after considering all reasonable and reliable information
(including prospective ones), the Group measures loss allowances for the debt
instrument investments measured at FVTOCI, financial assets measured at amortized
cost, accounts receivable or contractual assets which comprise material financial
components, lease payments receivable, lending commitments, and financial guarantee
contracts based on 12-months projected credit loss amount for those without significant
increase in credit risk after initial recognition. As to those with significant increase in
credit risk after initial recognition, measures loss allowances based on the projected
credit loss amount in the existing period ; Regarding the accounts receivable or
contractual assets which do not comprise material financial components, measures loss

allowances based on the projected credit loss amount in the existing period.

4.13 Derecognition of financial assets

The Group derecognizes a financial asset when one of the following conditions is meet :

1. The contractual rights to receive cash flows from the financial asset expire.

2. The contractual rights to receive cash flows from the financial asset have been
transferred and the Group has transferred substantially all risks and rewards of
ownership of the financial asset.

3. The Group neither retains nor transfers substantially all risks and rewards of
ownership of the financial asset; however, it has not retained control of the financial

asset.

4.14 Lease payments receivable / Operating lease (lessor)

1. Based on the terms of a lease contract, a lease is classified as a finance lease if the
lessee assumes substantially all the risks and rewards incidental to ownership of the
leased asset.

(1) At commencement of the lease term, the lessor should record a finance lease in the
balance sheet as ‘lease payments receivables’ at an amount equal to the net
investment in the lease (including initial direct costs). The difference between the
gross investment in the lease and the present value of the gross investment is
recognized as unearned finance income.

(2) The lessor should allocate finance income over the lease term on a systematic and
rational basis reflecting a constant periodic rate of return on the lessor’s net

investment in the finance lease.
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(3) Lease payments relating to the lease period, excluding costs for services, are
applied against the gross investment in the lease to reduce both the principal and
the unearned finance income.

2. An operating lease is a lease other than a finance lease. For operating leases, lease

payments, net of any incentives given to the lessee, are recognized as an expense on a

straight-line basis over the lease term.

4.15 Inventories
Inventories, under a perpetual system, are measured at the lower of cost and net
realizable value. Cost is determined using the weighted average method. The cost of
finished goods and work in progress comprises raw materials, direct labor, other direct
costs and related production overheads (allocated based on normal operating capacity).
It excludes borrowing costs. The item-by-item approach is used in applying the lower of
cost and net realizable value. Net realizable value is the estimated selling price in the
ordinary course of business, less the estimated cost of completion and applicable

variable selling expenses.

4.16 Subsidiaries and investments accounted for using the equity method

1. Associates refer to all entities over which the Group has influence but without control,
generally refer to direct or indirect holding of 20% or more of the voting shares.
Investments in associates are recognized at cost and are accounted for using the equity
method, including the identified goodwill at the time of acquisition, after subtracting
any accumulated impairment loss occurred in subsequent assessments.

2. The share of profit or loss, after acquisition of the associates by the Group, is
recognized in profit or loss in the current period, and the share of other comprehensive
income or loss is recognized in other comprehensive income or loss. If the Group’s
share of loss from an associate equal or exceeds its interests in the associate (including
any other unsecured receivables), the Group would not further recognize loss, unless
the Group has legal obligation or constructive obligation to pay, or had made the
payment on behalf of the associate.

3. The gains or losses generated from upstream or sidestream transactions are recognized
in the Consolidated Financial Statements within the scope that the Group’s equity
interests in the subsidiaries are not related. Accounting policies of associates have
been adjusted where necessary to ensure consistency with the policies adopted by the
Group.

4. When an associate incurs changes in equity that is not related to profit (loss) or other

comprehensive income and does not affect the Group’s ownership percentage in the
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associate, the Group records its share of the equity changes as “Capital Surplus”
proportionate to its ownership percentage.

5. When an associate issue new shares, if the Group does not purchase or acquire new
shares proportionately and leads to change in shareholding ratio but the Group still
maintains material influence, the increase/decrease in the net equity amount is
adjusted in “Additional paid-in capital” and “Investments accounted for using equity
method”. If the shareholding ratio reduces, in addition to the above adjustment, the
previously recorded relating gains or losses in other comprehensive income or loss,
where the gains or losses shall be reclassified to profit or loss upon disposal, are
reclassified to profit or loss proportionate to the reduction.

6. If the Group losses material influence over the associate, the remaining investment in
the original associate is remeasured at fair value, and the difference between the fair
value and the book value is recorded in the current-period profit or loss.

7. When the Group disposes of an associate, if it losses material influence over the
associate, for all of the amounts that were previously recognized in other
comprehensive income that were related to the associates, the accounting treatments
are the same as if the Group directly disposes the related assets or liabilities. That is, if
the previously recognized gains or losses as other comprehensive income or loss,
upon disposal of the related assets or liabilities, would be reclassified to profit or loss,
then when the material influence the associates is lost, the gains or losses would be
reclassified from equity to profit or loss. If the Group still has material influence over
the associates, then only transfer out, proportionately according to the above approach,
the previously recognized amount in the other comprehensive income or loss.

8. When the Group disposes of an associate, if it losses material influence over the
associate, the additional paid-in capital related to the associate is transferred to profit
or loss ; if the Group still maintains material influence over the associate, then transfer

to profit or loss according to the disposal ratio.

4.17 Property, plant and equipment

1. Property, plant and equipment are initially recorded at cost. Borrowing costs incurred
during the construction period are capitalized.

2. Subsequent costs are included in the asset’s carrying amount or recognized as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognized. All other

repair and maintenance are recognized in profit or loss as incurred.
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3. Land is not depreciated. Other property, plant and equipment apply cost model and are
depreciated using the straight-line method to allocate their cost over their estimated
useful lives. If the various components of property, plant and equipment are
significant, they are depreciated individually.

4. The assets’ residual values, useful lives and depreciation methods are reviewed, and
adjusted if appropriate, at each end of reporting year. If expectations for the assets’
residual values and useful lives differ from previous estimates or the patterns of
consumption of the assets’ future economic benefits embodied in the assets have
changed significantly, any change is accounted for as a change in estimate under IAS
8, ‘Accounting Policies, Changes in Accounting Estimates and Errors’, from the date

of the change. The estimated useful lives of property, plant and equipment are as

follows :
Buildings 3 ~ 60 years
Machinery 3 ~ 15 years

Transportation equipment 5 ~ 15 years

Other equipment 2 ~ 50 years

5. An item of property, plant and equipment is derecognized upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognized in profit or loss.

6. Part of the Group’s depreciable assets in Guanyin Factory, Guishan Factory, and
Taipei Liaison Office, upon filing tax returns, were originally depreciated using the
Fixed Percentage on Declining Base Method ; However, due to the Group had changed
to average method in 1995, such change had been approved by
Northern-Area-National-Tax-Tao-Xian-Shen No. 84073136 Letter, dated August 1,
1995.

4.18 Leased assets / Operating lease (lessee)

1. At the commencement of the lease term, lessees shall recognize finance leases as
assets and liabilities in their statement of financial positions at amounts equal to the
lower of the fair value of the leased property and the present value of the minimum
lease payments, each determined at the inception of the lease. Lease payments are
recorded as expenses on straight-line basis over the lease period.

2. Lease liabilities are initially measured at the present value of lease payments
(including fixed payments, substantial fixed payments, variable lease payments

determined by indices or fee rates, expected amount of payment by lessee under
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residual-value guarantee, price of reasonably expected execution price for purchasing
the right-of-use asset, and expected termination penalty from execution of option to
terminate the lease by the lessee during the lease period, less the lease incentive
received). Lease liabilities are subsequently measured at amortized costs using the
effective interest method, and interest expenses are allocated among the lease periods.
If there is change in future lease payment due to change in assessment of lease period
and purchase option of underlying asset, change in expected amount of payment by
lessee under residual-value guarantee, or change in indices or fee rates used to
determine lease payments, the Group will re-measure the lease liabilities and adjust
the right-of-use assets accordingly.

3. Right-of-use assets are initially recognized at cost, including the initial measurement
amount of lease liabilities, then subsequently measured at the amount of costs.
Depreciation for right-of-use asset is recognized based on either the economic useful
life or the lease period, whichever is earlier. If the lease liabilities are re-assessed, then

adjust the remeasurement amount of the lease liabilities.

4.19 Investment properties
Investment properties are properties held to earn rentals and/or for capital appreciation
(including property under construction for such purposes) and include land held for a
currently undetermined future use. Investment properties are initially measured at cost,
including transaction costs, and subsequently measured at cost less accumulated
depreciation and accumulated impairment loss. Except for land, depreciation is
recognized using the straight-line method based on the estimated useful life. On
de-recognition of an investment property, the difference between the net disposal

proceeds and the carrying amount of the asset is recognized in profit or loss.

4.20 Intangible assets
Separately acquired intangible assets with finite useful lives are initially measured at
cost and subsequently measured at cost less accumulated amortization and accumulated
impairment loss. Amortization is recognized on a straight-line basis over the estimated
lives, and the estimated useful life and amortization method for an intangible asset are
reviewed at each financial year-end. Any change in estimates is accounted for on a
prospective basis. An intangible asset is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or
loss arising from the disposal of the assets is determined as the difference between the
disposal proceeds and the carrying amount of the asset and is recognized in profit or loss

in the period occurred.
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4.21 Impairment of non-financial assets
The Group assesses at the end of reporting period the recoverable amounts of those
assets where there is an indication that they are impaired. An impairment loss is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell
and its value in use. When the indication of impairment loss recognized in prior years for
an asset other than goodwill no longer exists, the impairment loss is reversed to the

extent of the loss previously recognized in profit or loss.

4.22 Borrowings
Borrowings are initially recognized at their fair value, less the transaction costs and
subsequently measured at the amortized cost adopting the effective interest method
based on any difference between the proceeds after subtracting the transaction costs and

redemption value during the borrowing period.

4.23 Accounts payable and notes payable
Accounts payable and notes payable are generated from acquisition of goods or services
from vendors in the ordinary course of business. They are initially recognized at fair
value and subsequently remeasured at amortized cost using the effective interest method.
Interest income is recognized by applying the effective interest rate, except for
short-term payables when the effect of discounting is immaterial and are subsequently

measured at initially invoiced amounts.

4.24 Financial liabilities at fair value through profit or loss (“FVTPL financial liabilities™)

1. Financial liabilities are initially designated as financial liabilities at fair value through
profit or loss (“FVTPL”).When financial liabilities meet one of the following
conditions, the Group will assign them as measured at fair value through profit or loss
upon initial recognition :

(1) They are hybrid (combined) contracts; or

(2)They eliminate or significantly reduce measurement or recognition inconsistencies;
or

(3) They are managed and their performance is evaluated on a fair value basis, in
accordance with a documented risk management policy.

2. Financial liabilities at FVTPL are initially recognized at fair value. Related transaction
costs are expensed in profit or loss. These financial liabilities are subsequently
remeasured and stated at fair value, and any changes in the fair value of these financial

liabilities are recognized in profit or loss.

183



3. For the financial liabilities at FVTPL, when the changes in their fair value are
generated from credit risks, except for avoiding accounting mismatch, loan
commitments and financial guarantees that should be recorded in profit or loss, the

changes in their fair value are recorded in other comprehensive income.

4.25 Non-hedging derivative instruments and embedded derivative instruments

1. Non-hedging derivative instruments are measured at their fair value on the contract
signature date when initially recognized, recorded as financial assets or liabilities at
FVTPL and subsequently measured at fair value, with the gains or losses recognized
in profit or loss.

2. For embedded derivative instruments financial assets with mixed contracts, based on
the contractual terms at initial recognition, the mixed instruments as a whole are ether
classified as financial assets measured at FVTPL, FVTOCI, or amortized cost.

3. For embedded derivative instruments non-financial assets with mixed contracts, based
on the contractual terms at initial recognition, judgements are made to determine if the
embedded derivative instruments are closely related to the economical characters and
risk of the main contract and determine whether or not they should be treated
separately. When closely related, the mixed instruments as a whole, based on their
nature, are treated with proper respective standards. When not closely related, the
derivative instruments are treated as separate derivative instruments with the main
contract, and the main contract, based on its nature, is treated with proper respective
standards ; or the derivative instruments and the main contract as a whole are

designated as financial assets or liabilities at FVTPL at initial recognition.

4.26 Provisions
Provisions are recognized when the Group has a present legal or constructive obligation
as a result of past events, and it is probable that an outflow of economic resources will be
required to settle the obligation and the amount of the obligation can be reliably
estimated. Provisions are measured at the present value of the expenditures expected to
be required to settle the obligation on the balance sheet date. The discount rate (or rates)
shall be a pre-tax rate (or rates) that reflect(s) current market assessments of the time
value of money and the risks specific to the liability. Where discounting is used, the
carrying amount of a provision increases in each period to reflect the passage of time.
This increase is recognized as interest expense. Provisions are not recognized for future

operating losses.
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4.27 Employee benefits
1. Short-term employee benefits
Short-term employee benefits are measured at the undiscounted amount of the
benefits expected to be paid in respect of service rendered by employees in a period
and should be recognized as expenses in that period when the employees render their
services.
2. Pensions
(1) Defined contribution plans
For defined contribution plans, the contributions are recognized as pension
expenses when they are due on an accrual basis. Prepaid contributions are
recognized as an asset to the extent of a cash refund from the plan or a reduction in
future contributions to the plan.
(2) Defined benefit plans
A. Net obligation under a defined benefit plan is defined as the present value of an
amount of pension benefits that employees will receive on retirement for their
services with the Group in current or prior period(s). The liability recognized in
the balance sheet in respect of defined benefit pension plans is the present value
of the defined benefit obligation at the balance sheet date less the fair value of
plan assets. The defined benefit net obligation is estimated annually by
independent actuaries using the projected unit credit method. The discount rate
used is determined by reference to market yields at the end of the reporting
period on high quality corporate bonds. For currencies for which there is no
deep market in such high-quality corporate bonds, the market yields (at the end
of the reporting period) on government bonds denominated in that currency are
used. The currency and term of the corporate bonds or government bonds are
consistent with the currency and estimated term of the obligation.
B. Remeasurements of defined benefit plans are recognized in other
comprehensive income as incurred and are recorded as retained earnings.
C. Past-service costs are recognized immediately in profit or loss.
3. Termination benefits
Termination benefits are employee benefits provided in exchange for the termination
of an employee’s employment as a result of either the Group’s decision to terminate
an employee’s employment before the normal retirement date, or an employee’s
decision to accept an offer of benefits in exchange for the termination of employment.
The Group recognizes expense when it can no longer withdraw an offer of termination

benefits or when it recognizes related restructuring costs, whichever is earlier.
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Benefits that are expected to be due more than 12 months after balance sheet date are
discounted to their present value.

4. Employees’ compensation and directors’ and supervisors’ remuneration
Employees’ compensation and directors’ and supervisors’ remuneration are
recognized as expenses and liabilities, provided that such recognition is required
under legal or constructive obligations and those amounts can be reliably estimated.
Any difference between the amount accrued and the amount actually distributed is

accounted for a change in accounting estimate.

4.28 Financial liabilities and equity instruments

1. Classification as debt or equity
Financial instruments issued by the Group are classified as either financial liabilities
or as equity in accordance with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

2. Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of
an entity after deducting all of its liabilities. Equity instruments issued by the Group
are recognized at the proceeds received, net of direct issue costs.

3. Financial liabilities
Financial liabilities other than those held for trading purposes and those designed as at
FVTPL are subsequently measured at amortized cost at the end of each reporting
period.

4. Derecognition of financial liabilities
The Group derecognizes financial liabilities when, and only when the Group's
obligations are discharged, cancelled or they expire. The difference between the
carrying amount of the financial liability derecognized and the consideration paid and
payable (including any non-cash assets transferred or liabilities assumed) is
recognized in profit or loss.

5. Offsetting financial assets and financial liabilities
Only when there is legally enforceable right allowing the amounts of recorded
financial assets and liabilities to offset with each other, and the party’s intent to settle
on a net basis or to realize the assets and repay liabilities at the same time, so that the
financial assets and financial liabilities may offset against each other and presented

using net amounts in the balance sheets.

4.29 Share capital
Ordinary shares are classified as equity. The classification of preferred stocks is based on

the special rights entitled to preference shares based on the substance of the contract and
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the definition of financial liabilities and equity instruments. If preferred stocks meet the
definition of a financial liability, they are classified as liabilities; otherwise, they are
classified as equity. Incremental costs directly attributable to the issue of new shares or

stock options are recognized in equity as a deduction from the proceeds.

4.30 Share-based payments

1. For the equity-settled share-based payment arrangements, the employee services
received are measured at the fair value of the equity instruments granted at the grant
date and are recognized as compensation cost over the vesting period, with a
corresponding adjustment to equity. The fair value of the equity instruments granted
shall reflect the impact of market vesting conditions and non-market vesting
conditions. Compensation cost is subject to adjustment based on the service
conditions that are expected to be satisfied and the estimates of the number of equity
instruments that are expected to vest under the non-market vesting conditions at each
balance sheet date. And ultimately, the amount of compensation cost recognized is
based on the number of equity instruments that eventually vest.

2. For the cash-settled share-based payment arrangements, the employee services
received and the liability incurred are measured at the fair value of the liability to pay
for those services, and are recognized as compensation cost and liability over the
vesting period. The fair value of the liability shall be remeasured at each balance sheet
date until settled at the settlement date, with any changes in fair value recognized in

profit or loss.

4.31 Income tax

1. The tax expense for the period comprises current and deferred tax. Tax is recognized
in profit or loss, except to the extent that it relates to items recognized in other
comprehensive income or items recognized directly in equity, in which cases the tax is
recognized in other comprehensive income or equity.

2. The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the balance sheet date in the countries where the Group and
its subsidiaries operate and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations in accordance with
applicable tax regulations. It establishes provisions where appropriate based on the
amounts expected to be paid to the tax authorities. An additional tax is levied on the
unappropriated retained earnings and is recorded as income tax expense in the year the
stockholders resolve to retain the earnings.

3. Deferred income tax is recognized, using the balance sheet liability method, on

temporary differences arising between the tax bases of assets and liabilities and their
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carrying amounts in the Consolidated balance sheet. However, the deferred tax is not
accounted for if it arises from initial recognition of goodwill or of an asset or liability
in a transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred tax is provided on
temporary differences arising on investments in subsidiaries, except where the timing
of the reversal of the temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in the foreseeable future.
Deferred tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when the
related deferred tax asset is realized or the deferred tax liability is settled.

4. Deferred income tax assets are recognized only to the extent that it is probable that
future taxable profit will be available against which the temporary differences can be
utilized. At each balance sheet date, unrecognized and recognized deferred income tax
assets are reassessed.

5. Current income tax assets and liabilities are offset and the net amount reported in the
balance sheet when there is a legally enforceable right to offset the recognized
amounts and there is an intention to settle on a net basis or realize the asset and settle
the liability simultaneously. Deferred income tax assets and liabilities are offset on the
balance sheet when the entity has the legally enforceable right to offset current tax
assets against current tax liabilities and they are levied by the same taxation authority
on either the same entity or different entities that intend to settle on a net basis or
realize the asset and settle the liability simultaneously.

6. A deferred tax asset shall be recognized for the carryforward of unused tax credits
resulting from acquisitions of equipment or technology, research and development
expenditures and equity investments to the extent that it is possible that future taxable
profit will be available against which the unused tax credits can be utilized.

7. The difference between the Group’s income tax estimation in prior years and the
assessed adjustments by the tax authorities are recorded as income tax adjustment

items in the current period.

4.32 Revenue recognition
After the Group identifies the contractual obligations with the customers, the transaction
prices are allocated to the respective contractual obligations, and revenue is recognized
when the respective contractual obligations are fulfilled.
1. Sale of goods
(1) The Group manufactures and sells fiber and products related to petrochemical

materials. Revenue is recognized upon transferring control of the products to the
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customers, that is, when the products are handed to the customers. The customers
have discretionary power over the sales channel and price, and, after the products
are handed to the customers, the Group does not have further unfulfilled
contractual obligation which may affect the acceptance of the products by the
customers. When the products are delivered to the designated location, the risk of
obsolete, outdated and loss of the products has been transferred to the customers,
and when the customers accept the products per sales contracts, or when there is
objective evidence proving all of the acceptance standards are satisfied, the
handover of the products have occurred.

(2) Revenue from sale of fiber and products related to petrochemical materials is
recognized at net amount of the contract price, less the estimated discounts and
other similar allowances. The amount of recognized revenue is limited to extent
that it is highly possible that it would not be materially reversed, and the
estimation is updated on each balance sheet date. The estimated discount payable
to customers and other similar allowance as of the balance sheet date are recorded
as refund liabilities.

(3) The Group offers standard warranty for its sold products, bears the obligation to
refund for defects and recognizes provisions upon selling of the products.

(4) Accounts receivable are recognized when the products are handed to the customers,
because from then on, the Group has un-conditional right to the contact price, and
it is just a matter of time to collect the consideration from the customers. The
unearned receipts before the goods arrive are recorded as contractual liabilities.

(5) The collection terms of the sales contracts that the Group signed with the
customers are consistent with those of the market normal practices. Therefore, it is
determined that the contracts do not contain material financial component. As for
the contracts where with the time span from transferring the committed products
or services to the collection of consideration within one year, the material
financial components are not adjusted to and the time value of currency is not
reflected on the transaction price.

(6) Although the incremental costs generated from the Group’s intent to obtain
contracts with the customers are expected to recover, due to that the contract
duration is shorter than one year, those costs are recorded as expenses when they
occur.

(7) When processing materials supplied by the customers, since the control of
ownership of the processed products is not transferred, no revenue is recognized

when the materials are delivered.

189



2. Provision of services
The Group’s provided services mainly consist of consigned processing services for
customers, and revenue is recognized when the committed services are transferred to
the customers (that is, when the customers obtain control over the assets) and when

there is no further obligation.

4.33 Government grants
Government grants are recognized at their fair value only when there is reasonable
assurance that the Group will comply with any conditions attached to the grants and the
grants will be received. Government grants are recognized in profit or loss on a
systematic basis over the periods in which the Group recognizes expenses for the related
costs for which the grants are intended to compensate. If the purpose of the grants is to
provide the Company with immediate financial support and without future related cost,
then the grants are recorded in profit or loss in the period when they are receivable.
Government grants related to property, plant and equipment are recognized as
non-current liabilities and are amortised to profit or loss over the estimated useful lives

of the related assets using the straight-line method.

5. Major Sources of Critical Accounting Judgments, Estimates and Uncertainties
Since the results of the Consolidated Financial Statements are affected by the adopted
accounting policies, accounting estimates, assumptions and other factors, when the Group
adopts the material accounting policies in Note 4, regarding information that cannot be easily
obtained from other sources and may lead to material misstatement in the Consolidated
Financial Statements, the management has to utilize appropriate professional judgement,
estimates, and assumptions. The Group’s estimates and the related assumptions are the best
estimates made according to the effective IFRSs endorsed and issued by FSC. The estimates
and assumptions based on historical experiences and other factors considered relevant, but the
actual results may still differ from the estimates. The Group continues to review these
estimates and assumptions. If amendments to the estimates affect only the current period, the
amendment would only be recorded in the current period ; If amendments to the estimates
affect the current and future periods, then the amendments would be recorded in the current
and future periods.
5.1 Critical judgements in applying accounting policies
Except for judgements related to estimates (refer to 5.2 below), the following lists the
most significant judgements that were made by the management during the process of
adopting the accounting policies and have significant impacts on the recorded amounts

in the financial statements :

190



1. Judgement made on the business model of classification of financial assets
Based on the reflected common administrative level for achieving specific business
goals by the groups of financial assets, the Group assesses the business models where
the financial assets belong. This assessment requires consideration for all relevant
evidence, including ways to measure performances of the assets, risks that would
affect performances, and the method to determine compensation to the related
managers, and utilization of judgments is also required. The Group continuously
evaluates if its judgements for the business model is appropriate or not and monitors
and understand if the disposals of the financial assets measured at amortized cost or
the debt instrument investments measured at FVTOCI are consistent with goals of the
business model. If it is discovered that the business model has been altered, the Group
would postpone the adjustment to the classification of the financial assets acquired
subsequently.

2. Investment properties
The purpose for holding part of the real estate by the Group is either for earning rentals
or capital appreciation, including real estate held for undetermined purpose in the
future, while the rests are for self-use. When the respective parts may be sold
individually, and only when the self-use part is immaterial to the individual real estate,
the real estate would be classified under the category of investment property.

3. Operating lease commitment — when the Group is lessor
The Group had signed commercial rental contracts and rented out part of its property
sets. Based on the assessment on basic terms of the contacts, the Group still retains
material risks and rewards of the ownership rights of these properties and has treated
such contracts as operating leases.

4. Lease period
When determining lease period, the Group considers all relevant facts and conditions
that generate economic incentives to exercise (or not to exercise) options, including
any anticipated changes to the facts or conditions from the starting date to the
execution date of the options. Factors considered include contractual terms and
conditions during the contractual period of the options, material leasehold
improvement conducted during the contractual period (or expected contractual
period), importance of the target assets to the Group’s operations, etc. When there is
material change in material event or condition within the Group’s controlling scope,

re-assess the lease period.
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5.2 Critical accounting estimates and assumptions

The accounting estimates made by the Group are based on the reasonable expectation of

the future events under the condition of the specified dates, but the actual results may

differ from the estimates. The following describes the estimates and assumptions that

may have risks of material adjustments to the carrying assets and liability amounts in the

next financial year :

1. Estimated impairment on financial assets
The assessment of impairment loss on accounts receivable is based on the Group’s
assumptions regarding default rate and expected loss ratio. The Group considers past
experience, current market condition and prospective information to make the
assumptions and choose the input value for the impairment loss assessment. For the
material assumptions and input value used, please refer to illustrations in Note 6.4 for
details. If the actual future cash flows are less than expected, material impairment loss
may occur. As of December 31, 2021 and 2020, the book value of the Group’s
receivables were $1,614,949 thousand and $1,270,171 thousand, respectively.

2. Valuation of inventories
As inventories are stated at the lower of cost and net realizable value; thus, the Group
estimates the net realizable value of inventory for obsolescence and unmarketable
items on balance sheet date due to the rapid technology changes and writes down
inventories to the net realizable value. Such valuation of inventories is mainly based
on the demand for the products within a specified period in the future. Therefore, there
might be material changes to the valuation. As of December 31, 2021 and 2020, the
book value of the Group’s inventories were $2,247,309 thousand and $1,082,330
thousand, respectively (net of allowances for inventory obsolete or valuation losses of
$118,689 thousand and $69,338 thousand, respectively).

3. Procedures to measure fair value and valuation
When there is no market quotes in an active market for the assets and liabilities
measured at fair value, the Group, according to applicable laws and regulations or its
own judgement, determines whether or not to outsource the valuation work and
determine the proper fair-value valuation technique. If level one input value could not
be obtained when estimating the fair value, the Group refers to the financial condition
and operating results of the investees, most recent transaction prices, quotes in
inactive market for the same equity instrument, quotes for similar instruments in
active market, valuation multipliers for comparable companies and other information
and determine the input value. If, in the future, the actual changes in input value differ

from the expected value, changes in fair value may result. To monitor if the fair-value
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measurement is appropriate or not, the Group periodically updates the various input
value based on market conditions. For illustrations to the fair-value valuation
technique and input value, please refer to Note 12.4 for details. As of December 31,
2021 and 2020, the book value of the Group’s investments in non-public stocks were
$246,998 thousand and $208,709 thousand, respectively.

4. Impairment assessment of investments accounted for using the equity method
The Group assesses the impairment of an investment accounted for using the equity
method once there is any indication that it might have been impaired and its carrying
amount cannot be recoverable. The Group assesses the recoverable amounts of an
investment accounted for using the equity method based on the present value of the
Group’s share of expected future cash flows of the investee or the present value of
expected cash dividends receivable from the investee and expected future cash flows
from disposal of the investment, analyzing the reasonableness of related assumptions.
As of December 31, 2021 and 2020, after careful assessment by the Group, there was
no material impairment loss.

5. Impairment assessment of tangible and intangible assets
In the course of impairment assessments, the Group determines, based on how assets
are utilized and relevant industrial characteristics, the useful lives of assets and the
future cash flows of a specific group of the assets. Changes in economic
circumstances or the Group’s strategy might result in material impairment of assets in
the future. As of December 31, 2021 and 2020, the recorded accumulated impairment
amount of the Group’s intangible assets were both $2,175 thousand.

6. Realizability of deferred tax assets
Deferred tax assets are recognized only to the extent that it is probable that future
taxable profits will be available against which the deferred tax asset can be utilized.
The Group’s management assesses the realizability of deferred tax assets by making
critical accounting judgements and significant estimates of expected future revenue
growth rate and gross profit rate, the tax exemption period, available tax credits, and
tax planning, etc. Changes in global economic environment, industrial environment,
and laws and regulations might result in material adjustments to deferred tax assets.
As of December 31, 2021 and 2020, the Group recorded $76,092 thousand and
$128,837 thousand of deferred income tax assets, respectively ; The non-recorded
deferred income tax assets of the Group due to not very likely to have taxable income

were $189 thousand and $54,818 thousand, respectively.
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7. Calculation of net defined benefit obligation
When calculating the present value of defined pension obligations, the Group uses
judgments and actuarial assumptions to determine related estimates, including
discount rates and future salary increase rate. Changes in these assumptions may have
a significantly impact on the carrying amount of defined pension obligations. As of
December 31, 2021 and 2020, the book value of the Group’s net defined benefit
obligation were $103,778 thousand and $111,549 thousand, respectively.

8. Incremental borrowing interest rate of lessee
When determining the lessee’s incremental borrowing interest rate used for
discounting lease payments, the risk-free rate under the same currency and relevant
period is used as reference benchmark, along with consideration on the lessee’s credit

risk premium and specific lease adjustment (factors such as nature pledge of assets).

6. Description of Significant Accounts

6.1 Cash and cash equivalents

Item December 31, 2021 December 31, 2020
Cash on hand and petty cash $ 2,011 $ 2,005
Checking account 22,938 3, 957
Demand deposits 31, 729 50, 867
Total $ 71, 448 $ 70, 398

1. The Group has no cash and cash equivalents pledged to others.
2. As of December 31, 2021 and 2020, the range of market interest rates was 1.755% and
1.35%~1.765%, respectively.

6.2 FVTPL financial assets - current

Item December 31, 2021 December 31, 2020
Mandatorily measured at FVTPL
Listed stocks $ 916, 083 $ 602, 967
Derivatives - forward exchange B 9207
contract
Derivatives — foreign exchange swap 24 -
Total $ 916, 107 $ 603, 174

1. Regarding details for the financial assets mandatorily measured at FVTPL (not

including derivative instruments), please refer to Note 13(1) (2)-3.
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2. The net (loss) gain (not including derivative instruments) recorded in profit or loss in
2021 and 2020 were $253,761 thousand and $14,717 thousand, respectively.

3. The purpose for the Group to engage in transactions in derivative instruments is to

avoid risks on foreign-currency assets or liabilities due to exchange fluctuations,

however, without adopting hedge accounting. As of December 31,2021 and 2020, the

existing contract assets (liabilities) for the derivative instruments are as following :

Financial Instrument Buy/Sell Contract Amount Fair Value Contract I.Jeri.od Until
Currency Expiration
(1) December 31, 2021 :
Buy forward exchange - ypy N gpy107, 000/NTD27, 264 ($ 1,526) 2022, 1. 21,
contract
Foreign exchange swap USD/NTD USD 3, 980/NTD110, 122 $ 24 2021.1.10. ~2022. 1. 14.
Financial Instrument Buy/Sell Contract Amount Fair Value Contract I.’eri.od Until
Currency Expiration
(2) December 31, 2020 :
Buy forward exchange JPY/NTD JPY524, 000/NTD142,634  § 207 2021.1.25. ~2021. 6. 25,

contract

The recorded net loss recorded in 2021 and 2020 due to the Group’s engagement in

derivative contractual transactions were $6,249 thousand and $1,124 thousand,

respectively.

4. The Group has no FVTPL financial assets - current pledged to others.

6.3 Notes receivable

Item December 31, 2021 December 31, 2020
Notes receivable $ 269, 770 $ 221, 230
Less : Allowance for losses - -
Net amount $ 269, 770 $ 221, 230

1. All of the Group’s notes receivable are not overdue; the expected rate of credit loss is

0%.

2. The Group has no notes receivable pledged to others.

6.4 Accounts receivable (including related parties)

Item December 31, 2021 December 31, 2020
Accounts receivable $ 1, 295, 846 $ 975, 915
Less : Allowance for losses - -
Subtotal 1, 295, 846 975, 915
Accounts receivable - related parties 41, 820 45, 496
Less : Allowance for losses - -
Subtotal 41, 820 45, 496
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Net amount $ 1, 337, 666 $ 1,021,411

1. The loss allowances (including related parties) for accounts receivable measured

according to the provision matrix are as following :

December 31, 2021 December 31, 2020

Aging Total amount AllOlV(‘)J :?ecse for Net amount Total amount AHOI‘: s;lgse for Net amount
Not overdue $1, 214, 213 $ - $1, 214, 213 $1, 007, 526 $ - $1, 007, 526
Overdue 1 ~ 30 days 119, 625 - 119, 625 11,176 - 11,176
Overdue 31 ~ 90 days 3, 760 - 3, 760 2, 641 - 2, 641
Overdue 91 ~ 180 days - - - - - -
Overdue 181 ~ 365 days - - - 68 - 68
Overdue over 365 days 68 - 68 - - -

Total $1, 337, 666 $ - $1, 337, 666 $1, 021, 411 $ - $1, 021, 411

The above analysis is based on the number of days overdue.

The expected rate of credit loss for the above respective account aging intervals
(excluding abnormal receivables that are recognized 100%), Not overdue and
Overdue within 90 days : 0% ~ 5%, Overdue 90 ~ 365 days : 25% ~ 50%, Overdue 365
or more days : 100%. The risk of expected credit loss for the Group’s non-overdue
accounts receivable is very low ; For the part of overdue accounts receivable as of the
balance sheet date, after considering other credit enhancing guarantees, subsequent
receipts and offset conditions and other reasonable and verifiable information, the
Group determines that there is no material change in the credit quality, and there is
also no significant increase in credit risk after initial recognition. Therefore, the
Group’s management expects that such accounts receivable are not subjected to
material credit loss due to default from the transaction parties. Therefore, allowance

for losses was not adjusted.

. The Group adopts the simplified method in applying IFRS 9 and recognizes allowance

for the uncollectable accounts based on the expected credit loss during the existing
period. The expected credit loss during the existing period is computed using
provision matrix, after considering the customer’s past defaulted records, history of
past receipts, condition of increase in deferred payments that exceed the average
credit period, the customer’s present financial condition, and changes and prospective
of observable country-wide or regional economic conditions and other prospective
considerations. Since the Group’s past credit loss experience shows that there was no
significant difference in the types of loss among the different groups of customers, the
provision matrix does not further distinguish these customer groups but only sets the

expected rate of credit loss based on number of overdue days of the accounts
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receivable and actual conditions. The Group does not hold any collateral for the

accounts receivable.

If there is evidence shows that the transaction party has severe financial difficulties,

and the Group could not be reasonably expected to recover the amounts, the Group

would recognize 100% loss allowance or direct write off of the related accounts

receivable. However, the Group would still continue the collection activities, and any

recovered amount is recorded in profit or loss.

3. Movements of the allowance for losses (including related parties) : None

4. The Group has no accounts receivable (including related parties) pledged to others.

6.5 Other receivables

Item December 31, 2021 December 31, 2020
Tax refund receivable $ 4,073 $ 3
Discount receivable 1, 302 -
Government grants receivable 150 15,493
Investment proceeds receivable - 9, 557
Others 1, 988 2,477
Total $ 7,513 $ 27,530
6.6 Inventories
December 31, 2021 December 31, 2020
Item Cost Valuation Book value Cost Valuation Book value
allowance allowance
Raw $ 392,513 $ 25,458 $ 367,055 $ 213,644 $ 8,085 $ 205,559
materials
Supplies 123, 937 302 123, 635 93, 857 40 93, 817
Work in 186, 993 6, 186 180, 807 130, 879 5, 070 125, 809
process
Finished 1,352, 311 74,330 1,277,981 676, 479 53, 713 622, 766
goods
Finished
goods
purchased 49, 577 12,413 37,164 25, 867 2,430 23,437
from
outside
In-transit
raw 260, 667 - 260, 667 10, 942 - 10, 942
materials
Total $2,365,998 $§ 118,689 $2,247,309 $1,151,668 $ 69,338 $1, 082, 330
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1. Cost of goods sold and other operating costs :

Item 2021 2020
Cost of goods sold $ 9, 849, 665 $ 7, 341, 764
Plus : Outsourced processing costs 27, 824 22, 561
Plus : Unallocated labor and overheads 109, 001 339, 182
Plus : Loss on scrapping of inventories 1,218 3, 183
Less : Loss on inventory counts, net 27 -
Plus : Loss on net realizable value of inventories 49, 351 -
Less : Gain on inventory counts, net - ( 159)
Less : Gain from price recovery of inventories - ( 91, 356)
Less : Scrap sales ( 40,525) ( 24,031)
Operating costs recorded $ 9, 996, 561 $ 7,591, 144

2. In the years of 2021 and 2020, the Group recorded $49,351 thousand and ($91,356)
thousand of loss on net realizable value (gain from price recovery) of inventories,
respectively, mainly due to price recovery of inventories and consumption of stock.

3. The Group has no inventories pledged to others.

6.7 Prepayments

Item December 31, 2021 December 31, 2020
Prepayments for materials $ 40, 761 $ 15, 069
Prepaid insurance 610 695
Office supplies 282 281
Input VAT 511 465
Excess sales tax paid 395 8
Others 5, 321 2,399
Total $ 47, 880 $ 18, 987
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6.8 FVTOCI financial assets - noncurrent

Item December 31, 2021 December 31, 2020
Domestic unlisted stocks
Lilyent Corp. $ 28, 812 $ 28, 812
Yen Hsing Textile Co., Ltd. 90, 090 90, 090
Yi Tong Fiber Co., Ltd. 19, 800 19, 800
Chu Sing Industrial Co., Ltd. 700 700
Ability I Venture Capital Corp. 14, 229 22,950
Ability Asia Capital Corp. 20,000 20, 000
Domestic limited partnership
Ability Asia Capital II
Outstanding Transformation 13, 200 -
Growth Limited Partnership
Subtotal 186, 831 182, 352
Plus : Valuation adjustment 60, 167 26, 357
Net amount $ 246, 998 $ 208, 709

1. The Group’s investments in the above domestic unlisted stocks are not held for
short-term profit. The management thinks that if fluctuations in short-term fair value
of such investments are recorded in profit or loss, the accounting treatment would not
be consistent with the investment planning. Therefore, it is determined that these
investments are designated as measured at FVTOCI.

2. From January 1, 2021 to December 31, 2021, the Group made $13,200 thousand of
new equity investment in Ability Asia Capital II Outstanding Transformation Growth
Limited Partnership ; As of December 31, 2021, the Group had $13,200 thousand of
accumulated equity investment in the above limited partnership, which accounted for
1.58% of the total subscription amount. The Group plans to make $40,000 thousand of
total investment in the limited partnership.

3. Using June 10, 2021 as the base date, Ability I Venture Capital Corp. reduced its
capital by cash and cancelled 29,070 thousand shares of its common shares, totaled
$290,700 thousand, with capital reduction rate of 38%. 872 thousand shares held by
the Group were cancelled due to the capital reduction, and the returned capital was
$8,721 thousand.

4. Using July 21, 2020 as the base date, Ability I Venture Capital Corp. reduced its
capital by cash and cancelled 8,500 thousand shares of its common shares, totaled
$85,000 thousand, with capital reduction rate of 10%. 255 thousand shares held by the
Group were cancelled due to the capital reduction, and the returned capital was $2,550

thousand.
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5. The Group’s investments in structural individual entities are limited partnership equity
interests in nature, therefore, there was no transaction quantity or unit transaction
price. In addition, the Group only bears the rights and obligations to the extent of the
scope of investment contracts and does not have significant influence over those
investments. Therefore, the largest risk exposure amounts as of the balance sheet date
were the book value of those investments.

6. In 2021 and 2020, the net gain (loss) due to fair-value fluctuations was $33,810
thousand and $12,248 thousand, respectively, and was recorded in other
comprehensive income and accumulated in other equity ; The amount directly
transferred to retained earnings from accumulated profit or loss from disposal of
investments was zero for both years.

7. None of the Group’s held FVTOCI financial assets is offered as collateral or pledged

to others.

6.9 Investments accounted for using the equity method

1. Invested subsidiaries/Subsidiaries not included in Consolidated Financial Statements

December 31, 2021 December 31, 2020
Subsidiaries Book value Holding % Book value Holding %
ZIS Holding Co., Ltd. $ - 100% $ - 100%

2. ZIS Holding Co., Ltd. is the Group’s 100% foreign investee company. The Group
invested 5,400 thousand shares of the company, USD1.00 per share, totaled
USD5,400 thousand. The investment had been approved by the Investment
Commission, MOEA with Jing-Shen-Er-Zi No. 091018941 Letter on August 1, 2002.

3. The shares of profit (loss) and other comprehensive income from the subsidiaries
under equity method in 2021 and 2020 were evaluated and recognized according to
the audited financial statements of the investee companies in the respective periods.

4. None of investments under equity method held by the Group were pledged to others.

5. Regarding the business nature, main operating locations, country of business
registration of the above subsidiaries and their investments in Mainland China, please
refer to Note 13.1,2-10, and Note 13.3.

6. The Group’s invested subsidiary, ZIS Holding Co., Ltd., conducts investments in
various businesses other than Taiwan region according to instructions by management
policies of the parent company. As of December 31, 2021 and 2020, the total asset,
total liability and total equity of the Group’s invested subsidiary, ZIS Holding Co.,

Ltd., were all zero, and the subsidiary did not have any income, expenses or losses
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during the above periods. Therefore, the subsidiary is not included as a component

entity in the Consolidated Financial Statements.

6.10 Property, plant and equipment

Item December 31, 2021 December 31, 2020

Land $ 1,786, 837 $ 1, 786, 837
Buildings 2,980, 375 2,939, 680
Machinery 9,379, 348 8,983,012
Transportation equipment 80, 913 80, 624
Other equipment 335,014 258, 297
Equipmer}t tq be inspected and 64, 934 270, 825
construction in progress

Total cost 14, 627, 421 14, 319, 275
Less ¢ Accumulated depreciation  ( 9,910, 208) 9,581, 227)
Less: Accumulated impairment 2,175) 2,175)
Net amount $ 4,715,038 $ 4,735, 873
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Transportation

Equipment to be
inspected and

Item Land Buildings Machinery cauioment | Other cquipment PR S Total
progress

Cost :
Balance, January 1,2021  $1, 786,837  $2,939,680  $ 8,983,012 $ 80,624 $ 258,207 $ 270,825  $14,319, 275
Additions - 3,219 95, 792 2,061 17, 555 166, 298 214, 925
Disposals - - (110,809 (1,891 (  3,222) - (115,928
Reclassification (note) - 37, 476 481, 353 125 62,384 (  372,189) 209, 149
Salance, December 3L §1,786,837  $2,980,375  $ 9,379,343 5 80,013 $ 335,014 5 64,934  $14,627,421

Accumulated depreciation

and impairment -
Balance, January 1, 2021 $ - $1, 523, 869 $ 7,782,420 $ 75,122 $ 201,991 $ - $ 9,583,402
Depreciation expense - 94,104 334, 779 2,140 13, 446 - 444, 469
Disposals - - (110,369 (1,891 (  3,222) - 115,488)
Reclassification - - - - - - -
pnce, December 31 g - $1,617.973  $ 8,006,830 $ 75365 $ 212,215 § - $9,912,383

Equipment to be
Ttem Land Buildings Machinery Tr:gif;‘;:gt"“ Other equipment Ci(‘)‘fl‘s’frit;‘iiofﬁl Total
progress

Cost :
Balance, January 1,2020  $1, 786,837  $2,893,263  $ 8,439,161 $ 81,781  § 249,745 § 393,458  $13, 844, 245
Additions - 3,457 17, 565 665 2,638 151, 386 175, 711
Disposals - 37) ( TLTTD ( 1,822) ( 2,840) - (76,809
Reclassification (note) - 43, 330 598, 063 - 8,754 (  274,019) 376, 128
Baance, December 3 §1,786,837  $2,939,680  $8,983,012  § 80,624 § 258,207 § 270,825  $14,319,275

Accumulated depreciation

and impairment -
Balance, January 1,200 $ - $1,429,907  $ 7,400,761  § 73,997  $ 192,855  $ - $9,097,520
Depreciation expense - 94, 254 452, 166 2,947 11,972 - 561, 339
Disposals - 202) (70,501 (  1,822) (  2,836) - (75,457
Reclassification - - - - - - -
Balance, December 31, ¢ - §1,523,869 $ 7,782,420 $ 75122 § 201,991 § - $ 9,583,402

2020

Note : The net increase from reclassifications of inventories in 2021 and 2020 were

$17,844 thousand and $37,672 thousand, respectively ; reclassifications

from prepayments for equipment were $192,658 thousand and $338,456

thousand, respectively ; reclassifications to intangible assets were $1,353

thousand and $0, respectively.

1. The Group’s property, plant and equipment are mainly for self-use.

2. Reconciliation between the additions of property, plant and equipment in the current

period and those in the statements of cash flows :
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Item 2021 2021

Increase in property, plant and equipment $ 214, 925 $ 175, 711
Plus : Decrease (increase) in payables for equipment 3, 089 ( 6,670)
Cash payment $ 218,014 $ 169, 041

3. The amount of capitalized borrowing cost and interest interval of property, plant and
equipment : None
4. Material components of property, plant and equipment are depreciated at straight-line
method based on the following useful lives :
(1) Buildings
Main factory buildings ~ 20~60 years Warehouses and dorms ~ 10~60 years

Auxiliary buildings 5~60 years Electric water purification equip. 9~40 years
Others 5~50 years

(2) Machinery and equipment
Manufacturing equip. 5~25 years  Auxiliary manufacturing equip. 3~21 years
Electric power equip. 8~18 years  Air conditioner and boilers  5~16 years
Auto-storage equip. 9~16 years

(3) Transportation equipment

For manufacturing 6~18 years For non-manufacturing 5~11 years
(4) Other equipment
Office equipment 3~21 years Others 7~25 years

5. Since part of the Group’s machinery could not be utilized to its full capacity, the
expected future cash flows from the manufacturing machinery are reduced, which led
to its recoverable amount smaller than its book value. After careful assessment by the
Group, as of December 31, 2021 and 2020, the Group recorded $2,175 thousand of
accumulated impairment loss on property, plant and equipment for both of the years.

6. No property, plant and equipment held by the Group were pledged to others.

6.11 Leases
1. Right-of-use assets
Item December 31, 2021 December 31, 2020

Buildings $ 77, 746 $ 68, 195
Machinery equipment 34,717 34, 734
Total cost 112, 463 102, 929
Less: Accumulated depreciation  ( 37,790) ( 24,495)
Less : Accumulated impairment - -
Net amount $ 74,673 $ 78, 434
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Machinery

Transportation

Item Buildings equipment equipment Total
Cost -
2021.01.01 balance $ 68,19 $ 34,734 $ - $ 102,929
Addition/Remeasurement 9, 565 ( 17) - 9,548
Disposal/Write-offs - - - -
Foreign exchange effect ( 14) - - ( 14)
2021.12.31 balance $ 71,746 0§ 34,717 § - $ 112,463
Accumulated depreciation and
impairment :
2021.01.01 balance $ 10,632 $ 13,863 $ - $ 24,495
Depreciation expense 6, 351 6, 953 - 13,304
Disposal/Write-offs - - - -
Foreign exchange effect ( 9) - - 9
2021.12.31 balance $ 16,974 § 20,816  § - % 37,790
Item Buildings ﬁiﬁgjﬁgg Tr:ng;;t:::fn Total
Cost :
2020.1.1 balance $ 170,102 $ 34,646 $ 8,453 $ 113, 201
Addition/Remeasurement - 88  ( 613) ( 525)
Disposal/Write-offs ( 1, 886) - ( 7,840) ( 9,726)
Foreign exchange effect ( 21) - - ( 21)
2020.12.31 balance $ 68,195 $ 34,734 $ - $ 102, 929
Accumulated depreciation and
1mpairment -
2020.1.1 balance $ 5,522 $ 6,913 $ 1,691 $ 14,126
Depreciation expense 6, 121 6, 950 382 13,453
Disposal/Write-offs ( 1,009) - ( 2,073) ( 3,082)
Foreign exchange effect ( 2) - - ( 2)
2020.12.31 balance $ 10,632 $ 13,863 $ - $ 24,49
2. Lease liabilities
December 31, 2021 December 31, 2020
Item Current Noncurrent Current Noncurrent
Buildings $ 5,88 § 56,009 § 5370 $§ 52,965
Machinery equipment 7,610 7,084 7,551 14,114
Total $ 13,448 $ 63,143 $ 12,921 $ 67,079
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Machinery

Transportation

Item Buildings equipment equipment Total
Lease liabilities :
2021.01.01 balance $ 58,335 $ 21,665 $ - $ 80,000
Addition/Remeasurement 9, 565 ( 17 - 9, 548
Disposal/Write-offs - - - -
Lease principal repayment ( 5,998) ( 6, 954) - 12,952)
Foreign exchange effect ( 5) - - ( 5)
2021.12.31 balance $ 61,897 $ 14,694 $ - $ 176,591
Item Buildings lgi[l?lclgﬁzz Tr:(ﬁ?pogzs,:) n Total
Lease liabilities :
2020.1.1 balance $ 64,920 $ 28,488 $ 6,936 $ 100, 344
Addition/Remeasurement - 88 ( 613) ( 525)
Disposal/Write-offs ( 881) - ( 5,806) ( 6, 687)
Lease principal repayment ( 5,685) ( 6,911) ( 517)  (C 13,113)
Foreign exchange effect 19) - - ( 19)
2020.12.31 balance $ 58,335 $ 21,665 $ - $ 80,000

(1) Lease periods and range of discount rates for lease liabilities are shown as below :

Expected lease

Ttem _period December 31,2021  December 31, 2020
(including
renewal rights)
Buildings 3~15 years 0. 17%~1.42% 0.69%~1. 42%
Machinery 5 years 1. 00% 1. 00%
equipment

(2) Maturity analysis for the Group’s lease liabilities -

Item December 31,2021  December 31, 2020
Within 1 year $ 14, 414 $ 13,902
Over 1 year but within 5 years 29, 379 34, 027
Over 5 years but within 10 years 27,626 23, 839
Over 10 years but within 15 years 11, 050 14, 304
Over 15 years but within 20 years - -
Over 20 years - -
Undiscounted total lease payments $ 82, 469 $ 86, 072

3. Material leasing activities and terms

(1) The Group leases buildings, machinery equipment and transportation equipment,

etc. Upon termination of the leases, the Group does not have favorable renewal

rights toward the target leased assets. Part of the leases are attached with renewal
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rights upon maturities. Lease contracts are individually negotiated with different
terms and conditions, and the lease payments for part of lease contracts may be
adjusted according to Consumer Price Index. Except that the leased targets shall
not be used as collaterals for borrowings, without consent from the lessors, the
Group shall not sublease or transfer all or part of the leased targets. No other
restriction applies.

(2) Option to extend leases
Part of the lease targets in the Group’s lease contract contain enforceable option
for the Group to extend the leases. Such clauses are general practices of the lessors
to enable the Group to have more flexibility in business operations and use the
assets more efficiently. When the Group determines the lease periods, all facts and
situations of economic incentives generated from exercising the right to extend the
leases are considered. When events occurred which materially affect the
assessment on the enforcement of extension option or non-exercising of the
termination option, the lease periods would be re-estimated.

4. Sublease : None
5. Other relevant information on leases

In 2021 and 2020, based on the operating lease contracts, the Group recorded rental

income of $74,655 thousand and $75,231 thousand, respectively, none of which was

gain from variable lease payments.

Regarding the Group’s agreements for leasing out investment properties under

operating lease, please refer to Note 6.13-6.

(1) Income and loss items related to lease contracts :
Item 2021 2020
Short-term lease expense $ 044 $ 143

Low-value-assets lease expense - -

Expense on variable lease payments - -

Total $ 544 $ 143
Interest expense on lease liabilities $ 1,107 $ 1,133
Gain from sublease of right-of-use g B g B
assets

Gain (loss) generated from $ B g 43

amendment of lease transactions

The Group chooses to adopt exemption treatment for recording short-term leases
and low-value-assets liabilities that meet the criteria and does not record

right-of-use assets and lease liabilities for these leases.
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(2) In 2021 and 2020, the total cash out flows were $14,603 thousand and $14,389
thousand, respectively.
(3) After careful assessment on the right-of-use assets, none of right-of-use assets

were impaired.

6.12 Investment properties

Item December 31, 2021 December 31, 2020
Land $ 583, 429 $ 583, 429
Land improvements 418, 746 418, 746
Investment properties under 3 631 B
construction ’
Subtotal 1, 005, 806 1,002, 175
Less : Accumulated depreciation  ( 362,136) ( 356, 990)
Less : Accumulated impairment - -
Net amount $ 643, 670 $ 645, 185
Land Investment
Item Land . an properties under Total
improvements .
construction
Cost -
Balance, January 1, 2021 $ 583,429 § 418,746  $ - $1,002,175
Additions _ _ 3, 631 3, 631
Disposals _ _ _ _
Reclassification _ _ _ _
Balance, December 31, 2021 $ 583,429 $ 418,746 $ 3, 631 $ 1,005, 806
Depreciation and impairment :
Balance, January 1, 2021 $ _ $ 356, 990 $ _ $ 356, 990
Depreciation expense _ 5, 146 _ 5, 146
Disposals _ _ — _
Reclassification _ _ _ _
Balance, December 31, 2021 $ _ $ 362. 136 $ _ $ 362. 136

207



I tment
Land nvestmen

Item Land . properties under Total
improvements .
construction
Cost :
Balance, January 1, 2020 $ 583,429 $ 418, 746 $ - $ 1,002,175
Additions _ _ _ -
Disposals _ _ _ —
Reclassification _ _ _ -
Balance, December 31, 2020 $ 583, 429 $ 418, 746 $ - $ 1,002,175
Depreciation and impairment :
Balance, January 1, 2020 $ - $ 345. 438 $ - $ 345, 438
Depreciation expense — 11, 552 - 11, 552
Disposals _ _ _ _
Reclassification _ _ _ —
Balance, December 31, 2020 $ - $ 356,990 $ - $ 356,990

1. Amount and range of interest rates of capitalized borrowing cost of investment
properties : None
2. Rental income from investment properties and direct operating expenses arising from

investment property are shown below :

Item 2021 2020

Rental income from investment $ 74. 568 $ 75.110
properties ’ ,

Direct operating expenses arising from
the investment properties that generated $ 12,503 $ 18, 745
rental income during the period

Direct operating expenses arising from
the investment properties that did not $ -
generate rental income during the period

&
|

3. The Group’s investment properties are located at Meishi Section of Yangmei District
in Taoyuan City, Chungxing Section of Pingzhen District in Taoyuan City and
Beigang Section of Dayuan District in Taoyuan City. Since those sections are located
in industrial area, the transactions in the comparable market are infrequent, and
reliable estimates of fair value are not available, the fair value could not be reliably
determined.

4. After careful assessment by the Group, the investment properties are not impaired.

5. All investment properties held by the Group were self-owned and not pledged to

others.
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6. Lease agreements — the Group as lessor
The lease contract periods of the Group’ leased out investment property (including
land, the attached improvements, etc.) range from 3~18 years, upon termination of the
leases, the lessors do not have favorable lease rights toward the leased assets. Rents
are collected according to the contracts, most of the lease contracts can be renewed
according to market prices upon termination of the leases and include clauses which
adjust rents according to market environment each year. The minimum collectable

amount of total lease payments in the future are as following :

Item December 31, 2021 December 31, 2020
1st year $ 76,416 $ 76,416
2nd year 28,076 76, 416
3rd year 18, 858 28,076
4th year 18, 948 18, 858
5th year 18, 948 18, 948
Over 5 years 224, 484 243, 432
Total $ 385, 730 $ 462, 146

6.13 Intangible assets

Item December 31, 2021 December 31, 2020
Cost of computer software $ 7,022 $ 6, 284
Less : Accumulated amortization  ( 4,889) ( B, 233)
Less : Accumulated impairment - -
Net amount $ 2,133 $ 1, 051
Item 2021 2020
Cost of computer software :
Beginning balance $ 6, 284 $ 1,207
Addition — from individual 907 76
Disposal / Write-off ( 1,522) ( 999)
Reclassification (Note) 1,353 -
Ending balance $ 1,022 $ 6, 284
Accumulated amortization and
impairment :
Beginning balance $ 9, 233 $ 4, 343
Amortization expense 1,178 1, 889
Disposal / Write-off ( 1,522) ( 999)
Reclassification - -
Ending balance $ 4, 889 $ 5, 233

Note : Net increased amount in reclassification was transferred from property, plant and
equipment.
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1. The amount of capitalized borrowing cost and interest interval of intangible assets :
None
2. The Group’s intangible assets are amortized at straight-line method based on the
following useful life :
Computer software 3 years
3. After careful assessment by the Group, the Group’s intangible assets are not impaired.
4. No intangible assets held by the Group were pledged to others.

5. Amortization of intangible assets by function :

Item 2021 2020
$ 335 $ 374

Operating cost

Operating expense

Sales expense

Administration expense 779 1,515
R&D expense 64 -
Subtotal 843 1,515

Total $ 1,178 $ 1, 889

6.14 Guarantee deposits paid

Item December 31, 2021 December 31, 2020
Rental deposits - lessee $ 298 $ 293
Deposits for natural gas 22,072 24, 021
Membership deposits 500 500
Others 109 129
Total $ 23, 479 $ 24, 943
6.15 Other noncurrent assets - other
Item December 31, 2021 December 31, 2020
Long-term prepaid expenses $ 449 $ 1,094
Pallets 46, 753 31, 314
Total $ 47, 202 $ 32, 408
Item 2021 2020
Other noncurrent assets
Beginning balance $ 32,408 $ 37,693
Addition— from individual 40, 753 20, 845
Amortization expense ( 25,959) ( 26, 130)
Ending balance $ 47, 202 $ 32,408
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6.16 Short-term borrowings

Item December 31, 2021 December 31, 2020
Credit loans $ 1, 260, 000 $ 710, 000
Interest rates 0.52%~0. 91% 0.52%~0. 89%

The Group issued promising notes by the amounts equal to the above loans to the banks

as collaterals for the short-term borrowing contracts.

6.17 Short-term notes and bills payable

Item December 31, 2021 December 31, 2020
Commercial paper $ 500, 000 $ 450, 000
Less : Unamortized discount ( 155) ( 66)
Net amount $ 499, 845 $ 449, 934
Interest rates 0. 58%~0. 69% 0.39% ~0.60%

The commercial papers of the Group were issued with guarantees by the security firms

or banks, and promising notes by the amounts equal to the loans were issued as

collaterals for repayment of the loans.

6.18 Financial liabilities measured at fair value through profit or loss - current

Item December 31, 2021 December 31, 2020
Mandatorily measured at FVTPL

Derivative - foreign exchange swap contract $ 1, 526 $ -

Please refer to Note 6.2-3 for details.

6.19 Notes and accounts payable

The recorded notes and accounts payable are mainly from business operations. The Group
has an established financial risk management policy for ensuring all payables are repaid

within the credit deadlines agreed previously.
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6.20 Other payables

Item December 31, 2021 December 31, 2020

Payroll and bonus payable $ 185, 589 $ 133, 034
Employees compensation payable 21, 149 -
Directors’.and supervisor’s 31. 793 3
remuneration payable ’

Interest payable 317 188
Insurance payable 15,003 13, 752
Transportation fees payable 8, 821 7,167
Utilities payable 45, 590 44, 395
Export fees payable 22,711 22, 340
Processing outsourcing fees 509 193
payable

Professional service fees payable 1, 337 1,237
Taxes payable 7,079 7,220
Sales tax payable 4,063 6, 424
Payables for equipment 34, 161 37, 250
Investment proceeds payable 10, 289 12, 485
Others payable 20, 674 18, 313
Total $ 409, 008 $ 303, 998

6.21 Provisions - current
Item December 31, 2021 December 31, 2020

Employee benefits — paid leaves ~ $ 25,972 $ 24,573

1. Provisions for employee benefits — current are estimation of employees’ vested rights
for paid leaves. In most cases, sick leaves, maternity leaves or paternity leaves are
contingent in nature, which are determined by future events and not from accruals.
Therefore, such costs are recognized at the time when occurred.

2. Movement in provisions for employee benefits — current :

Item 2021 2020
Beginning balance $ 24,573 $ 25,163
Addition 25,720 24, 584
Used amount ( 24,721) ( 25,174)
Reversal amount - -
Ending balance $ 25,5712 $ 24,9573
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6.22 Other current liabilities — other
Item December 31, 2021 December 31, 2020
Receipts under custody $ 1,604 $ 936

6.23 Pension benefit plans

Item December 31,2021  December 31, 2020
Defined benefit plan $ 98, 383 $ 106, 415
Defined contribution plan 5, 395 5, 134
Total $ 103, 778 $ 111, 549

1.Defined benefit plan
(1) The Company of the Group have a defined benefit pension plan in accordance with
the Labor Standards Law of the R.O.C. Pension benefits are based on the number
of units accrued (within 15 service years, 2 units are given for each year; 1 unit is
given for each year over 15 service years, and the overall accrued units is limited
to 45) and the average monthly salaries and wages of the last 6 months prior to
retirement. The Company contributes monthly an amount equal to 2.5% of the
employees’ monthly salaries and wages to the retirement fund deposited in Bank
of Taiwan, the trustee, under the name of the independent retirement fund
committee. Also, the Company would assess the balance in the aforementioned
labor pension reserve account by the end of each year. If the account balance is not
enough to pay the pension to the labors expected to be qualified for retirement in

the following year, the Company will make contribution for the deficit by next

March.
(2) Amounts recognized in the balance sheet are as follows :
Item December 31,2021  December 31, 2020
Present value of defined benefit obligations $ 108, 139 $ 119, 362
Fair value of plan assets ( 9,756) ( 12,947)
Net defined benefit liability $ 98, 383 $ 106, 415
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(3) Movements in net defined benefit liabilities are as follows :

214

Item 2021 2020
Balance at January 1 119, 362 127, 809
Current service cost - -
Interest expense 475 956
Actuarial (gains) 2,406) 2,383)
Remeasurements — actuarial loss (gain) :
Effect of change in demographic assumptions 423 |
Effect of change in financial assumptions 4,414) D, 548
Experience adjustments 4, 605 4,422)
Paid benefits - 591)
Repayments 9, 906) 7, 556)
Balance at December 31 108, 139 119, 362
(4) Movements in fair value of plan assets are as follows :
Item 2021 2020
Balance at January 1 12, 947 13, 826
Interest income 95 112
Remeasurements :

Return on plan assets in addition to net interest 176 538
Contribution by employer 6, 484 6,618
Benefits paid from plan assets - 591)
Repayments from plan assets 9,906) 7, 556)
Balance at December 31 9, 756 12, 947




(5) The amounts of defined benefit costs related to defined benefit plan recognized in

the statements of comprehensive are listed as follows :

Item 2021 2020
Current service cost $ - $ -
Interest expense of define benefit obligations 475 956
Loss (gain) on repayments ( 2,406) ( 2, 383)
Interest income from plan ( 55) ( 112)
Recorded in loss (gain) ($ 1,986) ($ 1,539)
Item 2021 2020
Remeasurements -
Effect of change in demographic assumptions $ 423 $ 1
Effect of change in financial assumptions ( 4,414) 5, 548
Experience adjustments 4,605 ( 4,422)
ﬁc:ggslton plan assets in addition to net ( 176)  ( 538)
Recognized in other comprehensive loss $ 438 g 589
(income)

(6) The above net amounts of pension costs under defined benefit plan recognized in

profit or loss are shown by function as below :

Item 2021 2020
Operating cost ($ 1,733) ($ 1,301)
Operating expense
Sales expense ( 66) ( 72)
Administration expense ( 150) ( 141)
R&D expense ( 371  ( 25)
Subtotal ( 203) ( 238)
Total ($ 1,986) ($ 1,539)

(7) The Company’s defined pension plan fund is managed by Bank of Taiwan within
the ratio and amount limits of management items regulated according to the
fund’s annual investment plan and in according with the items listed in Article 6 of
Regulations for Revenues, Expenditures, Safeguard and Utilization of the Labor
Retirement Fund (that is, “Deposit in domestic or foreign financial institutions”,
“Investment in domestic or foreign listed, over-the-counter, or private placement
equity securities” , “Investment in domestic or foreign real estate and its
securitization products”, etc.). The management of the fund is subjected to
supervision by the Labor Pension Fund Supervisory Committee. The annual

return distribution of the fund cannot be lower than the return from a 2-year time
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deposit in the local bank. If there is deficiency, the difference should be made up
by the government. Since the Company does not have the right to participate in the
management of the fund, the Company is unable to disclose the fair-value
classification of the plan assets according to Paragraph 142 of IAS 19. For fair
value of the constituents of the total plan assets as of December 31, 2021 and 2020,
please refer to the labor pension fund management reports published by the
government for the respective years.

(8) The present value of the Company’s defined benefit obligation was computed by

qualified actuary. The main actuarial assumptions used were as follows :

Item 2021 2020
Discount rate 0. 70% 0. 40%
Future salary increase rate 2.00% 2.00%

The weighted average duration of the

defined benefit obligation 12 years 12 years

Assumptions on future mortality experience are set based on the 6th Taiwan
Standard Ordinary Experience Mortality Table (TSO).
(9) Because of the defined benefit plans under the Labor Standards Law, the Company
is exposed to the following risks :
A. Interest risk
A decrease in the government bond interest rate will increase the present value
of the defined benefit obligation; however, this will be partially offset by an
increase in the return on the debt investments of the plan assets.
B. Salary risk
The present value of the defined benefit obligation is calculated by reference to
the future salaries of plan participants. As such, an increase in the salary of the
plan participants will increase the present value of the defined benefit
obligation.
(10) Reasonably possible changes at December 31, 2021 and 2020 to one of the
relevant actuarial assumptions, holding other assumptions constant, would have

affected the defined benefit obligation by the amounts shown below :
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Discount rate Future salary increase rate

0.25% 0.25% 0.25% 0.25%
increase decrease increase decrease

Item

December 31, 2021

Effects to present value of defined
benefit obligation (5 3,207 § 3,345 § 3,293 (§ 3,175)

December 31, 2020

Effects to present value of defined
benefit obligation (3 3,729) § 3,8% § 3,823 (§ 3,68

The sensitivity analysis presented above may not be representative of the actual
change in the defined benefit obligation as it is unlikely that the change in
assumptions would occur in isolate

ion of one another as some of the assumptions may be correlated. In addition, in
the aforementioned sensitivity analysis, the present value of the defined benefit
obligation by the end of reporting period was computed using the Projected Unit
Credit Method, which uses the same measurement basis adopted the defined
benefit liability listed in the balance sheet the methods and assumptions used for
preparing the sensitivity analysis in this period are the same as those of prior
period.

(11) The contribution that the Company expects to make to its defined benefit pension
plans and payment in next year 2022 are $2,565 thousand and $1,237 thousand,
respectively.

2. Defined contribution plan

(1) The employee pension plan under the Labor Pension Act of the R.O.C. (the Act) is
a defined contribution plan applicable to employees holding R.O.C. citizenship.
Pursuant to the plan, the Group and its domestic subsidiaries make monthly
contributions of 6% of each individual employee’s salary or wage to employees’
pension accounts. The employees’ pensions, according to their respective pension
accounts and accumulated profit amount, will be paid in a lump sum amount or
paid monthly. That is, no addition statutory or presumed obligation to make
additional payment.

(2) Pension benefits for employees of subsidiaries overseas were provided in
accordance with the local regulations. The employees’ pensions are organized and
managed by the governments and paid by local governments in a lump sum
amount or paid monthly according to the regulations, no further obligation.

(3) According to the above defined contribution plan, the Group had recorded $31,359
thousand and $31,978 thousand of pension expense in 2021 and 2020,
respectively ; as of December 31, 2021 and 2020, according to the above defined
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contribution plan, the Company had recognized $5,395 thousand and $5,134
thousand of net defined benefit liability, respectively.
(4) The above amounts of pension costs under defined contribution plan recognized in

profit or loss are shown by function as below :

Item 2021 2020
Operating cost $ 26, 275 $ 26, 862
Operating expense
Sales expense 1,747 1,674
Administration expense 2,093 2,086
R&D expense 1,244 1, 356
Subtotal 0,084 5, 116
Total $ 31, 359 $ 31, 978

6.24 Guarantee deposits received

Item December 31, 2021 December 31, 2020
Rental deposits — rent out $ 22,614 $ 22,614
Others 550 550
Total $ 23,164 $ 23,164
6.25 Share capital

Item December 31,2021  December 31, 2020
Authorized number of shares (thousands 800, 000 800, 000
of shares)
Authorized capital $ 8, 000, 000 $ 8,000, 000
Issued shares with proceeds fully
received (thousands of shares) 031, 688 550, 001
Raised capital $ 5,316, 884 $ 5,500,014

1. The par value of each issued common stock is NT$10, each share has 1 voting right
and right of receiving dividend.
2. The main reason for the change in the Company’s capital in this period was due to

cancellation of treasury shares, please refer to Note 6.29-2 ~ 4for details.

6.26 Capital surplus
Item December 31, 2021 December 31, 2020
Additional paid-in capital $ 210, 318 $ 316, 656
Surplus .from treasury stock 188, 021 175, 460
transactions
E;lcszﬁilreeﬁgiidz::rdue dividends 496 A1
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Total $ 398, 835 $ 492, 157

According to the Company Act, in addition to offsetting against accumulated loss, when
a company does not have accumulated loss, the capital surplus from additional paid-in
capital in excess of par during stock issuance and from gifts received may be distributed
to shareholders in form of new shares or cash according to their respective shareholding
ratios. And according to the Securities and Exchange Act, when reinvest the above
capital surplus as additional capital, the total amount is limited to 10% of the received
capital. Unless when profit surplus is insufficient to offset loss, a company shall not
replenish with capital surplus. In addition, regarding uncollected overdue dividends,
since such capital surplus are different from the capital surplus as defined in Article 239

of Company Act in nature, they shall not be used for any purpose.

6.27 Retained earnings

1. Under the Company’s Articles of Incorporation, the current year’s earnings, if any,
shall first be used to pay all taxes and offset prior years’ operating losses and then 10%
of the remaining amount shall be set aside as legal reserve. The remainder, if any, to be
retained or to be appropriated shall be resolved by the stockholders at the
stockholders’ meeting.

2. The Company’s dividend policy is as following :

The Company shall consider changes in business environment, considers future
operating funds required from life cycles of various products and services and the
effects of tax rules, in the goal of sustaining stable dividend distributions, dividends
are distributed according to the set ratios under the corporate charter. After measuring
the required funds in future years, profitability, financial structure, and dilution effects
on shares, and other factors, the Board of Directors develops an appropriate ratio of
dividends in cash and in stocks and submits for approval at the shareholders’ meeting.
The Company would distribute cash dividends as priority. If there are major
investment plans or needs for improving financial structure, part of dividends would
be distributed in stocks. In order to avoid over-inflation of share capital and affect the
level of dividend distribution in future years, 0%~60% of the Company’s distributable
current-year earnings are appropriated as dividends.

3. Except for covering accumulated deficit or issuing new stocks or cash to shareholders
in proportion to their share ownership, the legal reserve shall not be used for any other
purpose. The use of legal reserve for the issuance of stocks or cash to shareholders in
proportion to their share ownership is limited to the portion in excess of 25% of the

Company’s paid-in capital.
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4. Upon earnings distribution, in accordance with Jin-Guan-Zheng-Fa-Zi Letter No.
1090150022, dated March 31, 2021 and regulations under “Q&A on Recording
Special Reserve After Adopting IFRSs”, the Company shall set aside or reverse
special reserve. When the net deduction item on other equity later is reversed, the
reversed amount could be included in the distributable earnings.

5. The appropriations of 2020 and 2019 earnings have been approved by the shareholders
in its meetings on July 23, 2021 and June 22, 2020, respectively. The appropriations

and dividends per share were as follows -

Appropriation of Earnings Dividends Per Share
pprop g (NT$)
Distribution item For Fiscal For Fiscal For Fiscal For Fiscal
Year 2020 Year 2019 Year 2020 Year 2019
Record legal reserve $ - $ - - -
Record (reverse) special reserve - - - -
Cash dividends 53, 169 - $ 0.10 $ -

Stock dividends - _ — _

In addition, on July 23, 2021, the shareholders’ annual meeting passed a resolution to
distribute cash from additional paid-in capital — common share premium (NT$0.2
per common share), totaled NT$106,338 thousand.
Information on the resolution of the Board of Directors' and shareholders' meetings
regarding the appropriation of earnings is available from the Market Observation
Post System on the website of the TWSE.
6. The appropriation of earnings for 2021 had been proposed by the Board of Directors
on March 11, 2022 (not yet been approved by the shareholders’ meeting), which
planned distribute cash dividend of NT$0.8 per share, totaled $425,351 thousand of

cash dividend.

220



6.28 Other equity item

Exchange Unrealized gains or
differences from losses for financial
Item . . Total
translation of foreign  assets measured at
operations FVTOCI
Balance, January 1, 2021 ($ 219) $ 26, 357 $ 26, 138
Directly Recognized as other equity
adjustment items ( 51) 33, 810 33,759
Transferred to profit or loss item - - -
Transferred to retained earnings - - -
Shares recognized under equity B B B
method
Income tax related to other equity _ _ _
items
Balance, December 31, 2021 ($ 270) $ 60, 167 $ h9, 897
Exchange Unrealized gains or
differences from losses for financial
Item . . Total
translation of foreign  assets measured at
operations FVTOCI
Balance, January 1, 2020 ($ 654) $ 14, 109 $ 13, 455
Directly recognized as other equity
adjustment items 435 12,248 12, 683
Transferred to profit or loss item - - -
Transferred to retained earnings - - -
Shares recognized under equity 3 3 3
method
Income tax related to other equity _ _ _
items
Balance, December 31, 2020 ($ 219) $ 26, 357 $ 26, 138

6.29 Treasury shares

1. Reason for redemption of shares and the changes are summarized as following :

January 1 to December 31, 2021

Beginning balance

Increase in this period

Decrease in this period

Ending balance

Reason for redemption Number of Amount Number of Amount Number of Amount Number of Amount
shares shares shares shares
Maintain company credit 17.305 1,008 $ 9,993 18,313 B

and shareholders’ rights

$ 160,576

January 1 to December 31, 2020

$ 170, 569

$ —

Beginning balance

Increase in this period

Decrease in this period

Ending balance

. Number of Number of Number of Number of
Reason for redemption Amount Amount Amount Amount
shares shares shares shares
Maintain company credit $ B 79. 067 61. 762 17. 305

and shareholders’ rights
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2. On March 20, 2020, the Board of Directors passed a resolution that, in order to
maintain company credit and the shareholders’ rights, from March 23, 2020 to May 22,
2020, the Group would buy back 60,000 thousand shares of the Company at NT$3.41
~NT$10.05 from the stock exchange market. In order to balance the market trading
mechanism and secure the overall shareholders’ rights, the treasury shares were
bought back in separate batches depending on changes in prices trading volume of the
shares. Considering that, during the buy-back period, the stock prices had been
stabilized, and the daily trading volume is not high, the buy-back plan was not fully
carried out, only 33,763 thousand shares were bought back from the stock exchange
market, with buy-back cost totaled $239,692 thousand. The Group set June 24, 2020
as the base date for capital reduction, cancelled the purchased treasury shares (totaled
33,763 thousand of common shares, with par value of NT$10 per share and $337,630
thousand in total), with the related business registrations completed. Upon
cancellation of the treasury shares, the difference of carrying value of the treasury
shares over the par value of the cancelled shares, which totaled $97,938 thousand, was
recorded as Capital surplus — premium on treasury-share transactions.

3. On August 18, 2020, the Board of Directors passed a resolution that, in order to
maintain company credit and the shareholders’ rights, from August 19, 2020 to
October 18, 2020, the Group would buy back 40,000 thousand shares of the Company
at NT$5.24~NT$10.72 from the stock exchange market. In order to balance the
market trading mechanism and secure the overall shareholders’ rights, the treasury
shares were bought back in separate batches depending on changes in prices trading
volume of the shares. Considering that, during the buy-back period, the stock prices
had been stabilized, and the daily trading volume is not high, the buy-back plan was
not fully carried out, only 27,999 thousand shares were bought back from the stock
exchange market, with buy-back cost totaled $246,168 thousand. The Group set
October 29, 2020 as the base date for capital reduction, cancelled the purchased
treasury shares (totaled 27,999 thousand of common shares, with par value of NT$10
per share and $279,990 thousand in total), with the related business registrations
completed. Upon cancellation of the treasury shares, the difference of carrying value
of the treasury shares over the par value of the cancelled shares, which totaled $33,822
thousand, was recorded as Capital surplus — premium on treasury-share transactions.

4. On November 13, 2020, the Board of Directors passed a resolution that, in order to
maintain company credit and the shareholders’ rights, from November 16, 2020 to
January 12, 2020, the Group would buy back 30,000 thousand shares of the Company
at NT$6.04~NT$12.52 from the stock exchange market. As of December 31, 2020,
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17,305 thousand treasury shares were bought back, with buy-back cost totaled
$160,576 thousand.

5. According to Securities and Exchange Act, the Group shall not buy back more than
10% of its total outstanding shares ; the total dollar amount of buy-back shares shall
not exceed the summary of retained earnings, additional paid-in capital in excess of
par and realized capital surplus. The Group used the Board of Director resolution date
and met the regulations under Securities and Exchange Act.

6. According to Securities and Exchange Act, the purchased shares due to maintaining
company credit and the shareholders’ rights shall be cancelled and registration filed
within 6 months.

7. According to Securities and Exchange Act, the Group’s held treasury shares shall not

be pledged or entitled to receive dividends or voting rights, etc.

6.30  Operating revenue

Item 2021 2020
Revenue from contracts with customers
Sales revenue $ 11,183, 844 $ 7,649, 637
Service revenue 34, 669 29,970
Net amount $ 11, 218, 513 $ 7, 675, 607

1. Breakdown of revenue from contracts with customers
The Group’s revenue comes from transfer of goods or services at certain points of time.

The revenue can be broken down into the following major types of goods and

services -

Major types of goods and services 2021 2020

Sales revenue
Textured yarn $ 3,976, 646 $ 2,990, 979
Polyester yarn 11, 644 27,065
Nylon fiber 1, 690, 481 1, 285, 244
Nylon chips 0, 132, 088 3, 129, 204
Composite materials 766, 583 613, 026
Trading of raw materials 6, 402 4,119
Subtotal 11, 183, 844 7,649, 637

Service revenue

Revenue from outsourced manufacturing 34, 669 25,970
Subtotal 34, 669 25,970

Total $ 11, 218, 513 $ 7,675,607
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2. Contract balance
The contractual assets and liabilities for the recorded revenue from contracts with

customers are as following :
Item December 31, 2021 December 31, 2020

Contractual assets : None

Contractual liabilities - current

Sale of goods $ 04, 457 $ 80, 804

(1) Material changes in contractual assets and liabilities

Changes in contract liabilities mainly come from timing difference when the
contractual obligations are fulfilled and when the customers make the payment.
As of December 31, 2021, the balance of contract liabilities decreased compared
to last year mainly because the prices of raw materials and products were at low
level, and the customers held purchases due to development of COVID-19
pandemic, which lead to decrease in the related contract liabilities from advance
receipts from customers.

(2) Beginning contractual liabilities that are recorded as revenue in this period
Item 2021 2020

Beginning balance of contractual

Sale of goods $ 76, 327 $ 81,799

(3) Fulfilled contractual obligations in the previous period but with the related revenue
recorded in this period
In 2021 and 2020, the Group did not have contractual obligations that were
fulfilled (or partly fulfilled) in the previous period. Nor there was any adjustment
made to the recorded current-period revenue due to changes in the transaction
prices or restrictions in recording variable consideration.

(4) Unfulfilled contracts with customers
As of December 31, 2021 and 2020, the Group does not have any unfulfilled sales
contracts with customers, the expected remaining periods for the existing
contracts are within one year and are expected to be fulfilled and recognized as
revenue within one year.

3. Assets related to contractual costs : None

6.31 Interest income
Item 2021 2020
Interest on bank deposits $ 116 $ 309
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6.32 Other income
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Item 2021 2020
Dividends income 37,059 $ 22, 806
Rental income 74, 655 75, 231
Subsidy income 98 150,018
Income from scrap sales 14, 374 10, 089
Income from sample sales 3, 386 3, 721
Income from recovery of packaging 92 604 9859
materials ’ ’
Income from sale of renewable energy 14, 796 9, 553
Net income from water testing 1, 627 3, 029
Others 2,074 3, 329
Total 150, 673 $ 276, 635

6.33 Other gains and losses

Item 2021 2020
Net gains (losses) on financial 62, 183 $ 70, 570
liabilities at FVTPL
Gains (losses) on disposal of property, 33)  ( 1,145)
plant and equipment ’
Loss on disposal of investments 190, 076 ( 59, 646)
Net non-financial foreign currency 10,349)  ( 13, 216)
exchange gains (losses) ’ ’
Direct operating expenses of investment 12,503) ( 18, 745)
properties ’ ’
Depreciation of renewable energy 4,126) ( 1,695)
Gains from lease amendment - 43
Others 304) ( 695)
Total 224, 944 ($ 20, 529)




6.34 Financial cost

Item 2021 2020

Interest expense

'Inte.rest‘ on borrowing from financial g 12,194 g 9,927

nstitutions

Imputed interest on deposits 92 126

Interest on lease liabilities 1,107 1,133

Other 513 188
Subtotal 13, 906 11,374
Fees related to issuing CP 1,091 504
g:nil;l?gssli foreign currency exchange 4,154 ( 275)
Less : Capitalized amount - -
Total $ 19, 151 $ 11,603

6.35 Employee benefits, depreciation and amortization expense

2021 2020
By nature Operating costs Operating Total Operating costs Operating Total
expenses expenses

Employee benefits

Salary $ 714,449 $158,935 § 873,384 § 650,812 $112,834 § 763,646

Labor and health 64,496 12,708 77, 204 62,867 10,873 73, 740

insurance

Pension expense 24, 542 4, 831 29,373 25, 561 4,878 30, 439

Other benefits 23, 712 60, 194 83, 906 19, 090 6, 745 25, 835
Depreciation (Note) 437, 358 16, 289 453, 647 556, 196 16,901 573,097
Amortization 25,417 1, 720 27,137 25, 547 2,472 28,019
Total $1,289,974  $254,677  $1,544,651  $1,340,073  $154,703  $1,494, 776

Note : The depreciation expenses for renewable energy equipment (recorded in
property, plant and equipment) in 2021 and 2020 were $4,126 thousand and
$1,695, respectively, and recorded as non-operating income and expenses —
other ; the depreciation expenses of investment properties in 2021 and 2020
were $5,146 thousand and $11,552 thousand, respectively, and recorded as
non-operating income and expenses — other (direct operating expenses for
investment properties).

1. According to the corporate charter, if the Company has profit in a year, it shall allocate

2% as employees’ compensation and may allocate no more than 3% as remuneration
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for directors and supervisors. but if the Company has accumulated losses, the profit
shall first reserve for offsetting losses.
. Regarding estimation of the payable compensation to employees, directors and
supervisors, based on profitability in the current year, along with considerations on the
expected distribution amount, the upper and lower percentage limits under corporate
charter and other factors, the Company’s management estimates the compensation
according to the current-period profit amount before deducting income tax,
compensation to employees and directors’ remuneration. For 2021, the Company
estimates NT21,149 thousand of compensation to employees and NT$31,723
thousand of directors’ and supervisors’ remuneration. For 2020, since the Company
had net loss before tax, therefore, no compensation to employees or to directors’ and
supervisors’ remuneration were estimated. However, before the issuance date of these
financial statements and after resolution by the Board of Directors, if there is material
change in the distribution amount, the change would be adjusted in the current-year
expense ; If subsequently, the actual distribution amounts after the issuance date of
these financial statements are different from the above amounts, the difference would
be adjusted and treated as changes in accounting estimates in the next year.
. On March 11, 2022 and March 26, 2021, the Company’s Board of Directors had
passed resolution to distribute NT$21,149 thousand and O of compensation to
employees for 2021 and 2020, respectively ; NT$31,723 thousand and 0 of
remuneration to directors and supervisors for 2021 and 2020, respectively. The
aforementioned distribution amounts are not different from those estimated in 2021
and 2020 financial statements, and the compensation and remuneration will be
distributed in cash.

Information on employees’ compensation and remuneration for directors and
supervisors of the Company as resolved by the meeting of Board of Directors is

available from the Market Observation Post System at the website of the TWSE.
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6.36 Changes in liabilities from financing activities

Short-term  Short-term notes e Guaraqtee
Item . Lease liabilities deposits
borrowings payable .
received
Balance, January 1, 2021 $ 710,000 $ 449,934 3 80,000 § 23,164
Net changes in financing cash flows 550, 000 50,000 ( 12, 952) -
Noncash changes — lease B B 9. 548 B
addition/remeasurement ’
Noncash changes - note discounts - ( 89) - -
Noncash changes - foreign exchange B — 5) B
effect
December 31, 2021 $ 1,260,000 $ 499,845 $ 76, 591 $ 23,164
Guarantee
Short-term  Short-term notes e .
Item ) Lease liabilities deposits
borrowings payable .
received
Balance, January 1, 2020 $ 1,184,000 $ - $ 100,344 $ 23, 664
Effects from retrospective adoption of
IFRS 16 ( 474, 000) 450,000 ( 13,113) ( 500)
Net changes in financing cash flows - - ( 525) -
Noncash changes - lease B B B
addition/remeasurement ( 6, 687)
Noncash changes - lease I 66) B B
disposal/write-offs
Noncash changes - foreign exchange B I 19) B
effect
December 31, 2020 $ 710,000 $ 449,934 § 80, 000 $ 23,164
6.37 Income tax
1. Components of income tax expense:
(1) Income tax expense recognized in profit or loss
Item 2021 2020
Current income tax $ 31,567 $ 182
Deferred income tax expense (benefit)
Initial occurrence and reversals of temporarily differences h2, 833 3, 089
Net (increase) decrease in deferred income tax 52, 833 3, 089
Adjustments in respect of prior years - 2,042
Income tax expense (benefit) recognized in profit or loss $ 84, 400 $ 5,313
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(2) Income tax expense recognized in other comprehensive income :

Item 2021 2020
Deferred income tax
Re-measurement of defined benefit plan ($ 88) ($ 118)
Income tax expense (benefit) recognized in other (% 88)  ($ 118)

comprehensive income

2. Reconciliation between accounting profit and income tax expense recorded in profit or

loss :
Item 2021 2020
Income (loss) before tax for continuing operations $ 1,004,477 (S 34, 802)
Income tax expense (benefit) at the statutory tax rate 200,895 ( 6, 960)

Income tax effects from adjustment items :
Items excluded when determining taxable income ( 45,106) ( 35, 872)
Additional tax under minimum tax system 4,035 23

Additional income tax on unappropriated earnings - -

Operating loss carryforward generated 11 43,077
Operating loss carryforward used ( 119, 220) -
Investment deduction utilized ( 9,208) -
Effectg from dift."e.rent tax rates of the 160 ¢ 86)
consolidated entities
Income tax payable in the current period 31, 567 182
Net (increase) decrease in deferred income tax 52, 833 3, 089
Income tax adjustments for prior years - 2,042
Income tax expense (benefit) recorded in profit or loss $ 84, 400 $ 5,313

The income tax rate for the Group entities under the tax laws of Republic of China is
20% ; The applicable tax rate for the subsidiaries in Mainland China is 25% ; The tax
amounts in other regions are computed according to the tax rates applicable in the

respective regions.
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3. Income tax assets (liabilities)

Item December 31, 2021 December 31, 2020
Income tax assets in the current
period
Prepaid income tax $ 29 $ 9
Income tax liabilities in the current
period
Current-period income tax g 31567 g 189
expense ’
Less : Offset by prepaid income ( 60)  ( 38)
tax
Total $ 31,507 $ 144
4. Balance of deferred income tax assets (liabilities)
2021
Other
Item January 1 Profit or loss comprehensive December 31
income
Deferred income tax assets
Loss on market price
decline and obsolete/ $ 13,868 $ 9, 870 - $ 23, 738
slow-moving inventories
Unrealized exchange loss 364 ( 361) - 3
Unrealized gain from sale 44 153 - 197
Accrued vacation pays 4,914 200 - 5, 114
Defined benefit obligation 21,283 ( 1,694) 38 19. 677
plan b b b
Different treatments on
depreciation between 22,718 4,210 - 26, 928
financial and tax
Impairment loss on tangible 3 _
assets 435 435
Operating loss carryover B B
(Note) 65, 211 ( 65, 211)
Total $ 128,837 ( 52, 833) 88  $ 76, 092
Deferred tax liabilities
Reserve for Land Value Increment Tax $ 1 37, 395 $ - $ - $ 1 37, 395
Total $ 137,39 - - $ 137,39
Net increase (decrease) ($ 52,833) $ 88
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2020

Other
Item January 1 Profit or loss comprehensive December 31
income

Deferred income tax assets
Loss on market price $ 32,139 ($ 18, 271) - 3 13, 868
decline and obsolete/
slow-moving inventories

Unrealized exchange loss 1,580 ( 1,216) - 364
Unrealized gain from sale 152 ( 108) - 14
Accrued vacation pays 5,032 ( 118) - 4,914
Defined benefit obligation 22,797 ( 1,632) 118 21, 283
plan
Different treatments on 4, 378 18, 340 - 22,718
depreciation between
financial and tax
Impairment loss on tangible 435 - - 435
assets
Operating loss carryover 65,295 ( 84) - 65, 211
(Note)
Total $ 131,808 ( 3, 089) 118 § 128,837
Deferred tax liabilities
Reserve for Land Value Increment Tax $ 1 37, 395 $ - $ - $ 1 37, 395
Total $ 137,395 - - $ 137,39
Net increase (decrease) ($ 3,089) $ 118

Note : Operating loss carryover recorded in profit or loss is the amount generated/used in the
current period, adjustments on changes in estimates from prior years and newly
added/reversed deferred income tax assets that are not recorded, etc.

5. Deferred income tax assets of the Group that were not recorded and not quite likely to

realize

Item December 31, 2021 December 31, 2020

Deferred income tax assets

Operating loss carryover $ 189 $ 54, 818

6. Unrecognized deferred tax liabilities related to investments
The temporary differences related to the Group’s investments are not recognized
because the Group can control timing to reverse those temporary differences, and it is
very likely that those temporary differences would not be reversed in foreseeable
future. Therefore, no deferred income tax liability was recorded. As of December 31,
2021 and 2020, the un-recognized taxable temporary differences related to

investments were $1,753 thousand and $1,536, respectively.
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7. As of December 31, 2021, according to the application tax laws, the Group’s deferred
income tax assets that may be used to offset against payable income tax amount in

future years are summarized as below :

Last deductible = Recorded operating ig?;;:g?gi Total

year loss carryover carryover

2024 S -8 16 8 16
2025 - 47 4T
2026 - 69 69
2027 - 17 7
2028 - 9 .
2029 - 19 19
2030 - 1 .
2031 - 11 1
Total $ - $ 189 3 189

8. The Group’s domestic income tax returns through 2019 had been assessed and
approved by the Tax Authority.
9. Since the Group had net loss in 2021, therefore, the potential tax effect from additional

income tax on undistributed earnings was not material to the Group.

6.38 Earnings per share

The Company’s basic earnings per share is computed using the current-period net
income (loss), divided by the weighted average number of outstanding common
shares ; The new shares from capital increases from un-distributed earnings or capital
surplus are retrospectively computed.

If the Company may choose to distribute employees compensation with either stocks or
cash, then the diluted earnings per share, assuming the compensation is distributed in
stocks, i1s computed using the potential additional shares which would dilute the
weighted average number of outstanding common shares. When determining the number
of shares issued for employees compensation in the next year, the potential dilution

effects are continuously considered.
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Basic earnings (loss) per share :
Net income (loss) attributable to
owners of parent company

Effects from potential diluting
common shares

Employees compensation

Diluted earnings per share :

Net income (loss) attributable to

owners of parent company
After effects from potential
diluting common shares

2021 2020
Weighted Weighted
average number Basic earnines average number Basic earnines
After-tax of shares & After-tax of shares g
. per share, after . per share, after
amount outstanding for tax (in dollars) amount outstanding for tax (in dollars)
the period (in the period (in
thousands) thousands)
$ 920,077 531,718  § 1.73  ($ 40,115) 577,795  ($ 0.07)
- 1, 286
$ 920,077 533,004  § 1.73

7.  Related Party Transactions

7.1 Parent company and the ultimate controlling party

The Company is the ultimate controlling party of the Group.

7.2 Name of related party and relationship

Name of related party

Relationship with the Company

Yen Hsing Textile Co., Ltd.

Su, Liao Hsiu Chin and 2 other individuals

All directors, general manager and vice general

managers

7.3 Significant transactions with related parties
All significant transactions, account balances, revenue/gains and expenses/losses among
the Company and subsidiaries (that is, the related parties of the Company) had been
eliminated, therefore, not disclosed in these notes. Please refer to Note 13.1,2-11 for the

related-party transactions within the Group :

Company that key management has
significant influence

Substantial related party

Key management

1. Sales
Related party category 2021 2020
Company that key management has 9265. 355 $ 940. 853

significant influence

The transaction prices and sales terms of goods sold to the Group’s related parties are

similar to those of ordinary non-related parties.
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2. Purchases

Related party category 2021 2020
Company that key management has g 1. 083 $ 1. 437
significant influence ’ ’

The transaction prices and purchase terms of goods purchased from the Group’s
related parties are similar to those of ordinary non-related parties.
3. Lease agreement (lessee)

(1) Right-of-use assets

Related party category December 31, 2021 December 31, 2020
‘Su,'L'lao Hsiu Chin and 2 other g 35. 479 $ 33, 284
individuals

(2) Lease liabilities - current

Related party category December 31, 2021 December 31, 2020
‘Su,'L'lao Hsiu Chin and 2 other g 2. 784 g 2,382
individuals

(3) Lease liabilities - noncurrent

Related party category December 31, 2021 December 31, 2020
"Su,‘L‘lao Hsiu Chin and 2 other g 33, 363 $ 31, 360
individuals

(4) Interest expense

Related party category December 31, 2021 December 31, 2020
‘Su,'L'lao Hsiu Chin and 2 other g 559 $ 519
individuals

(5) In 2021 and 2020, the total amount of rents that the Group had paid to Su, Liao
Hsiu Chin and 2 other individuals were $3,298 thousand and $2,861 thousand,
respectively.

(6) Lease contracts and the rents were determined based on mutual agreements
according to the market prices, and post-dated notes were issued and cashed for
the rents over to the lease period.

4. Claims and debts between the Group and the related parties (all interest free) :

(1)Accounts receivable

Related party category December 31, 2021 December 31, 2020

Company that key management has g A1 820 $ 45 496
significant influence ’ ’
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(2) Accounts receivable

Related party category December 31, 2021 December 31, 2020

Company that key management has g 39 $ 195
significant influence

5. Others

Item Related party category 2021 2020

Company that key management has g 697 $
significant influence
Purchase of leftover yarn Company that key management has
and empty tubes significant influence

Sale of defect products 283

1, 161 1,392

7.4 Key management compensation
Item 2021 2020

Salaries and other short-term $ 87, 350 $ 30, 929
employee benefits

Termination benefits - -
Post-employment benefits 40 4
Other long-term benefits - -

Share-based payments - -

Total $ 87,390 $ 31,003

8. Pledged Assets : None

9. Significant Contingent Liabilities and Unrecognized Contract Commitments

9.1 Endorsements and guarantees : None

9.2 Guarantee notes issued
As of December 31, 2021 and 2020, due to entering of comprehensive credit contracts, the
Group had issued $800,000 thousand of guarantee notes to the financial institutions for
both of the years.

9.3 Guarantee notes received
To ensure collectability for contracts signed, equipment warranty and guarantees for sales
contracts, the Group received guarantee notes of $576,045 thousand and $562,548
thousand as of December 31, 2021 and 2020, respectively.
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9.4 The unused letters of credit as of December 31, 2021 and 2020 are as follows : (Units :
thousand dollars)
Date Balances of issued yet unused letters of credit
December 31,2021 NTD394,000 ~ EUR609 ~ USD14,694
December 31,2020 NTD426,000 ~ EUR559 ~ USD9,274 ~ JPY 524,000

9.5 Capital expenditures committed but not yet paid as of December 31, 2021 and 2020 were
NTD29,900 thousand, and NTD111, 387 thousand.

10. Significant Disaster Losses : None

11. Significant Subsequent Events : None

12. Others

12.1 Explanation for seasonal or periodical interim operations
The Group’s operations are not affected by seasonal or periodical factors.

12.2 Capital risk management
The Group conducts capital management to sustain a robust capital basis and, by
maintaining the most appropriate balances of debts and equity, maximizes return to
shareholders. By periodically reviewing and measuring the related costs, risks and rate
of return, ensure good profit level and financial ratios. When necessary, via various
financing ways, balance the overall capital structure to afford various capital

expenditures, operating funds, repayment of debts and dividends, and other needs.
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12.3 Financial instruments

1. Types of financial instruments

Financial assets December 31, 2021 December 31, 2020

FVTPL financial assets

Mandatorily measured at FVTPL $ 916,107  $ 603, 174
FVTOCI financial assets

Investments in equity instruments 246, 998 208, 709
Financial assets measured at amortized cost

Cash and cash equivalents 71, 448 70, 398

Notgs and accounts receivable (including related 1.607. 436 1. 949. 641

parties) ’ ’ ’ ’

Other receivables 7,513 27,530

Refundable deposits 23,479 24, 943

Financial liabilities

Financial liabilities measured at FVTPL

Mandatorily measured at FVTPL 1,526 -
Financial liabilities measured at amortized cost
Short-term borrowings 1, 260, 000 710, 000
Short-term notes payable 499, 845 449, 934
Not@s and accounts payable (including related 849. 058 478, 269
parties) ’ ’
Other payables (including related parties) 409, 008 303, 998
Lease liabilities — current and noncurrent 76, H91 80, 000
Guarantee deposits received 23,164 23, 164

2. Financial risk management policies

The Group’s daily activities are exposed to a variety of financial risks, including
market risk (including foreign exchange risk, interest rate risk and price risk), credit
risk, and liquidity risk. In order to reduce the related financial risks, the Group’s
overall risk management strategy focuses on identifying, assessment and avoiding
uncertainties of markets in order to mitigate potential adverse effects on the Group’s
financial performance from market fluctuations.

The Group’s material financial activities are reviewed and approved by the Board of
Directors in accordance with relevant requirements and internal control mechanism,
which requires the Group to comply with its financial operating policies and
procedures that provide guiding principles for the overall financial risk management

and accountability and separation of duties.
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3. Nature and degree of material financial risks

(1) Market Risk

The market risks of the Group are risks of fluctuations of fair value or cash flows
from changes in market prices of financial instruments. Market risk includes

foreign exchange risk, interest rate risk and price risk.

A. Foreign exchange risk

The Group engages in businesses that involve several non-functional currencies
(the functional currency of the Group is New Taiwan Dollars, and the functional
currencies for part of the subsidiaries are CNY and USD), therefore, the Group
is affected by fluctuations in exchange rates. The foreign-currency assets and
liabilities subjected to significant impacts from fluctuations in exchange rates
are as following : (including monetary items in non-functional currencies that

were written off in the Consolidated Financial Statements)

December 31, 2021 December 31, 2020
Item Amount in Exch Amount in Exch
(Foreign currency - Foreign xehange In NTD Foreign xehange In NTD
. Rate Rate
functional currency) Currency Currency
Financial assets
Monetary items
USD : NTD $ 18,414 27. 68 $ 509, 700 $ 16, 549 28.48 $ 471, 316
CNY : NTD 4,234 4. 3440 18, 392 3, 496 4. 3770 15, 302
Financial liabilities
Monetary items
USD : NTD 11, 238 27.68 311, 068 5, 172 28.48 164, 387

Note : Non-monetary assets in foreign currency measured at historical exchange
rates on the transaction dates are not disclosed since those assets does not
have significant impact on the Consolidated Financial Statements.

The Group’s sensitivity analysis of foreign currency risk focuses on the major

foreign monetary and non-monetary items on the reporting date and their

foreign exchange effects on the Group’s profit or loss and equity. When the
foreign exchange rates appreciate/depreciate by 1%, the Group’s net income in

2021 and 2020 would increase/decrease by $1,736 thousand and $2,578

thousand, respectively. 1% is the sensitivity ratio used for the Group’s internal

reporting on foreign exchange risks to key management, it also represents the
management’s assessment on the reasonable range of potential changes in

foreign exchange rates.
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The unrealized net exchange gain (loss) arising from significant foreign
exchange movement on the monetary items held by the Group for 2021 and
2020 amounted to $16 thousand and $1,822 thousand, respectively. Due to
complexity and large volume of transaction in foreign currencies, the unrealized
exchange gain (loss) is expressed in summarized amounts.

B. Interest rate risk
Interest rate risk is the risk of fluctuations in fair value of financial instruments
or in future cash flows due to changes in market interest rates. The Group’s
interest rate risk mainly comes from borrowings with floating interest rates.
However, part of the risks are offset by the held cash and cash equivalents with
floating interest rates. Since the Group regularly assess the trend of change in
interest rates and would make timely responses, material risk from changes in
market interest rates is not expected to occur. If the borrowing interest rate is
increased/decreased by 10 basis points, given other factors remain constant, the
Group’s net income will decrease/increase by $1,284 thousand and $993
thousand for 2021 and 2020, respectively.

C. Price risk
The Group is exposed to the price risk of equity instruments since the
investments held by the Group are classified either as financial assets measured
at FVTPL or at FVTOCI. In order to manage the price risk of equity instruments,
the Group diversifies its investment portfolios, with the diversification methods
based on the limits set by the Group. The prices of financial assets measured at
FVTPL or at FVTOCI invested by the Group would be affected by uncertainties
of future value of the investment targets. If the prices of these financial
instruments had increased/decreased by 1% with all other variables held
constant, the after-tax profit for 2021 and 2020 would have increased/decreased
by $9,146 thousand and $6,032 thousand, respectively ; Equity would have
increased/decreased by $2,470 thousand and $2,087, respectively.

(2) Credit risk

Credit risk refers to the risk that counterparty will default on its contractual

obligations resulting in financial loss to the Group. The Group is exposed to credit

risk from operating activities (primarily accounts and notes receivables) and from

financing activities (primarily bank deposits and various financial instruments).

Business-related credit risk and financial credit-related risks are managed

separately.

A. Business-related credit risk
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In order to manage credit risk of customers, the business units follow the
Group’s policies and procedures for customer credit risk. Credit-risk evaluation
for all customers is performed by overall consideration on the customer’s
financial condition, ratings made by credit organizations, historical transaction
experience, present economic conditions, the Group’s internal rating standards
and other factors. In addition, the Group may also use credit enhancement tools
(such as advance sales receipts) in proper time to lower credit risks of certain
customers.

B. Financial credit risk
The Group's finance department manages credit risks of bank deposits and other
financial instruments according to company policies. Since the Group’s
transaction counterparties are determined by internal control procedures and
are creditworthy banks and investment grade or higher-level financial
institutions, company organizations, etc. which do not have significant risk of
contract default, therefore, there is no significant financial credit risk.

C. Credit risk information for receivables
The Group adopts the presumptions under IFRS 9. When an account is overdue
over 30 days based on the agreed contractual payment terms, the credit risk of
the financial asset is considered to have significantly increased after initial
recognition ; When overdue over 365 days based on the agreed contractual
payment terms, or when the debtor is unlikely to fulfill its credit obligation and
fully pays to the Group, the Group regards default has occurred to the financial
asset.
In order to reduce credit risks, the management of the Group has designated a
dedicated team responsible for determining the credit line, credit approval, and
other supervision procedures, to ensure appropriate actions have been made to
recover the overdue accounts. Besides, on each balance sheet date, the Group
had reviewed the recoverable amount for each account to ensure that
appropriate impairment loss had been recorded. For aging analysis and loss
allowance of accounts receivable, please refer to illustrations in Note 6.3 and
6.4.

D. Exposure to credit risk
The Group conducts business with financial intuitions with good credit, and the
Group diversifies the credit risk by doing business with several financial
institutions, therefore, the expected rate of default is quite low ; The Group
makes sales only to approved third parties with good credit, granting credit lines

according to established procedures, continue to understand the credit condition
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of the customers, periodically assess the possibility of recovering the accounts,
and recognize sufficient loss allowance. The management considers that the
credit risk of the Group’s receivables is not overly centered. Therefore, the
maximum exposure amounts of the Group’s cash and cash equivalent,
receivables, and other financial assets as of the balance sheet date are the same

as their book value.
December 31, 2021

Maximum amount

December 31, 2020
Maximum amount

Financial instruments Carrying exposed to credit Carrying exposed to credit
amount . amount .
risk risk

Cash and cash $ 71,448 § 1,448 $ 70,398 $ 70, 398
equivalents
Notes receivable 269, 770 269, 770 221, 230 221, 230
Accounts receivable
(including related 1, 337, 666 1, 337, 666 1,021, 411 1,021, 411
parties)
Other receivables 7,513 7,513 27,530 27,530

(3) Liquidity risk

Liquidity risk refers to risk of unable to liquidate by the expected time. The Group
manages funds, achieves objectives of utilizing funds flexibly and maintaining
funds mainly through borrowing from financial institutions, cash and cash
equivalents and other tools, etc. The capital of the Group and operating funds are
sufficient to fulfill all contractual obligations, therefore, there is no liquidity risk
due to unable to acquire sufficient fund to fulfill contractual obligations.

The following schedule summarizes the Group’s non-derivative financial
liabilities and derivative financial liabilities traded based on net amount or gross
amount, grouped according to the respective expiration dates and prepared
according to the earliest possible requested repayment dates and the undiscounted
cash flows. The Group does not expect significant early expiration or deviation of
the actual cash flows. Regarding cash flows for interest payments that are
subjected to floating interest rates, the undiscounted interest amounts are derived
from the projected curve of yield rates on the balance sheet date. Therefore, the
amounts of non-derivative financial liabilities subjected to floating interest rates
would change due to the difference between the estimated interest rates on the
balance sheet date and the actual floating rates. Regarding maturity analysis on

lease liabilities, please refer to Note 6.12-2(2).
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December 31, 2021

Contractual cash

Item Within 6 months 6-12 months 1-2 years 2-5 years Over 5 years flows Carrying amount
Non-derivative financial
liabilities
Short-term borrowings $ 914,464 $ 351,240 $ - 3 -3 - $1,265,704  $1, 260, 000
Short-term notes payable 500, 000 - - - - 500, 000 499, 845
Notes payable 217, 881 - - - - 217, 881 217, 881
Accounts pgyable (including 624, 177 B B B B 624. 177 624. 177
related parties)
Other payables 409, 008 - - - 409, 008 409, 008
Derivative financial liabilities
Foreign exchange forward
contract
Outflows 1,526 - - - 1,526 1,526
December 31, 2020
Item Within 6 months 6-12 months 1-2 years 2-5 years Over 5 years Contr;((:)t‘l,iva;l cash Carrying amount
Non-derivative financial
liabilities
Short-term borrowings $ 711,921 $ -3 - 3 - 3 - $ 711,921 $§ 710,000
Short-term notes payable 450, 000 - - - - 450, 000 449, 934
Notes payable 106, 687 - - - 106, 687 106, 687
Accounts p?lyable (including 371, 582 B B B 371, 582 371, 582
related parties)
Other payables 303, 998 - - - - 303, 998 303, 998

12.4 Fair value information

1. Fair value levels

Based on observable degrees, the valuation methods used to measure the fair value of
financial and nonfinancial instruments may be classified into the following 1~3
levels :

Level 1 : Quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date.

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

Level 3 : Refers to valuation methods that derive fair value of assets or liabilities based

on input parameters from unobservable market data (unobservable

parameters).

2. Financial instruments that are not measured at fair value

The book value of the Group’s financial instruments that are not measured at fair value
(including cash and cash equivalents, notes and accounts receivable (including related
parties), other receivables (including related parties), other financial assets — current,

short-term borrowings, short-term notes payable, notes and accounts payable
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(including related parties), other payables (including related parties), etc.)
approximates their fair value ; The affect due to whether or not the expected cash flows
from refundable deposits or guarantee deposits received are discounted is not material,
therefore, their book value provides a reasonable basis for estimating their fair value.
3. Regarding the financial and non-financial instruments that are measured at fair value
as of December 31, 2021 and 2020, the Group classifies the assets and liabilities based

on their nature, characteristics, level of risks and fair value :

December 31, 2020
Financial and non-financial instruments Level 1 Level 2 Level 3 Total
Assets

Recurring fair value

FVTPL financial assets - current
Listed stocks $ 916, 083 $ - $ - $ 916, 083
Derivative instruments — forward exchange contracts - 24 - 24
Financial assets measured at FVTOCI — noncurrent
Non-listed stocks and limited partnership - - 246, 998 246, 998
Total $ 916, 083 $ 24 $ 246,998  $1,163,105

Liabilities
Recurring fair value
Financial liabilities measured at FVTPL - current

Derivatives — foreign exchange swap contracts ~ $ - $ 1,526 $ - $ 1,526

December 31, 2021
Financial and non-financial instruments Level 1 Level 2 Level 3 Total
Assets

Recurring fair value

FVTPL financial assets - current
Listed stocks $ 602,967 $ - $ - $ 602,967
Derivative instruments — forward exchange contracts - 207 - 207
Financial assets measured at FVTOCI — noncurrent
Non-listed stocks - - 208, 709 208, 709
Total $ 602, 967 $ 207 $ 208, 709 $ 811, 883

4. The methods and assumptions used for measure fair values
The fair value of financial and non-financial instruments refers to the transaction
amount with voluntary parties (not by force or by means of liquidation). The methods
and assumptions used by the Group when estimating fair value of financial and
non-financial instruments are as follows : _
(1) Regarding financial instruments with standard terms and condition and are traded
in active markets, their fair value are determined using the quoted prices in their

respective markets. For, listed securities, the closing prices are used as fair value.
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(2) Except for above financial instruments with active markets, the fair values of other
financial instruments are determined by using valuation techniques or by
reference to quotes from counterparty. The fair values of financial instruments
determined by using valuation techniques can be referred to current fair values of
instruments with similar terms and characteristics in substance, discounted cash
flow method or other valuation methods, including by applying model using
market information available on the Consolidated balance sheet date. The Group
adopts valuation methods and model that are widely accepted by market
participants, the inputs used by such valuation model for financial instruments are
generally observable market information, and the forward exchange contracts are
generally valued at the forward exchange rates at the present time.

(3) Regarding financial instruments with higher complexity, the Group measures the
fair value based the valuation methods and techniques widely used by peers in the
same industry and self-developed valuation models. Part of the parameters used
by such types of valuation models is not based on observable information in the
market, and the Group has to make appropriate estimation-based assumptions.
The fair value of the Group’s held non-listed stocks are estimated either by market
approach or asset approach and valuations is made by referencing to similar
companies, third-party quotes, net value of the companies, and operating
conditions. The major material unobservable input value is liquidity discount. For
the effects to the valuation for financial instruments from parameters that are not
observable in the market, please refer illustrations in Note 12.4-10.

(4) The output of the valuation model is the computed approximate value, and the
valuation technique may not be able to reflect all relevant factors of the Group’s
held financial and non-financial instruments. Therefore, the estimated value of the
valuation model would be properly adjusted based on additional parameters, such
as model risk or liquidity risk. Based on the Group’s management policy for
fair-value valuation model and the related controlling procedures, the valuation
adjustments are appropriate and necessary. The price information and parameters
used during the valuation procedures are assessed carefully and are properly
adjusted based the current market conditions.

(5) The Group takes into account adjustments for credit risks to measure the fair value
of financial and non-financial instruments to reflect credit risk of the counterparty
and the Group’s credit quality.

5. Transfer between Level 1 and Level 2 of the fair value hierarchy in 2021 and 2020 :

None
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6. Changes in level 3 financial instruments for 2021 and 2020

Non-derivative equity instruments — unlisted stocks

Item
2021 2020

Beginning balance $ 208, 709 $ 199, 011
Acquisition in this period 13,200 -
Disposition in this period - -
Funds .retu.rned' from capital ( 8.721) ( 2.550)
reduction in this period

Transfer in (out) level 3 - -
Recognized in cher 33. 810 12, 248
comprehensive income

Ending balance $ 246, 998 $ 208, 709

7.1n 2021 and 2020, the Group did not have fair value transferred in or out from Level 3.

8. According to the Group’s valuation procedures for Level 3 fair value classification,
the Group’s accounting department, along with outside professional appraisal
institutions, share the work to independently verify the fair value of the financial
instruments. The valuation works include using independent source data to make the
valuation result close to the market condition and confirming independence and
reliability of the data source, consistency with other resources, and representing
execution price. The required input value and data are periodically updated, and any
other necessary fair value adjustments are made to ensure reasonable valuation
results.

9. Illustrations for quantified information of material unobservable input value and
sensitivity analysis for changes in material unobservable input value for Level 3 fair

value measurement items are as following :

Material R Relationship
. . ange .
Item Fair value as of Valuation unobservable (weighted between input
December 31, 2021 technique input value g value and fair
average) value
Non-derivative
equity instruments :
S higher liquidation
Un-listed stocks $ 195, 389 Market quuldatlon 25% discount, lower
approach discount .
fair value results
Venture
capital stocks Asset
and limited o1, 609 approach NA NA NA
partnership
Total $ 246, 998
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Material R Relationship
. . ange .
Item Fair value as of Valuation unobservable (weighted between input
December 31,2020  technique  input value & value and fair
average) value
Non-derivative
equity instruments :
L higher liquidation
Un-listed stocks $ 164, 215 Market L1qu1dat10n 25% discount, lower
approach discount .
fair value results
Venture 44,494 Asse NA NA NA
capital stocks approach
Total $ 208, 709
10. After careful selection of valuation model and the parameters, the Group considers
that the fair value measurements are reasonable. But when different valuation model
or the parameters are used, the valuation results may be different. Regarding the
financial assets and liabilities classified as Level 3, if there is change in the valuation
parameters, then the affects to the current-period profit and other comprehensive
income would be as following :
2021
Recognized in profit or loss Recogmzeq 1n.other
comprehensive income
Item Input value Change Favorable Unfavorable  Favorable = Unfavorable
change change change change
Non-derivative equity
instruments :
. Liquidation o a B 3
Un-listed stocks discount +1%  $ $ $ ($ 2,617)
1% $ - % - $ 2,617 § -
2020
Recognized in profit or loss Recogngd 1n.other
comprehensive income
Item Input value Change Favorable Unfavorable Favorable  Unfavorable
change change change change
Non-derivative equity
instruments -
. Liquidation 0 B 3 3
Un-listed stocks discount 1%  $ $ $ ($ 2,186)
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13. Supplementary disclosures

(1) Information on significant transactions, and (2) Information on investees
1. Loans to others : None

2. Endorsements and guarantees provided to others : None
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3. Marketable securities held at the end of the period (excluding investments in subsidiaries, associates and joint ventures)

Unit : Thousand shares/units (unless specified otherwise) :

Relationship with th i As of December 31, 2021
Securities held by Marketable securities clationship Wi © secunties General ledger account Number of N .
issuer shares Book value |Ownership (%)| Fair value
IZIG SHENG
INDUSTRIAL CO., Stock FORMOSA PLASTICS CORPORATION — IFinancial assets measured at FVTPL - current 592 $ 50,557 0.01 $ 50,557
ILTD.
Formosa.Chemlcals And Fibre — Financial assets measured at FVTPL - current 200 16,160 - 16,160
Corporation
Shinkong Synthetic Fibers Corporation — Financial assets measured at FVTPL - current 599 12,099 0.04 12,099
TAINAN SPINNING CO., LTD. — Financial assets measured at FVTPL - current 707 18,064 0.04 18,064
YT JINN INDUSTRIAL CO., LTD. — Financial assets measured at FVTPL - current 6,610 129,225 2.19 129,225
DE LICACY INDUSTRIAL CO., LTD. — IFinancial assets measured at FVTPL - current 3,565 55,978 0.93 55,978
ECLAT TEXTILE CO., LTD. — Financial assets measured at FVTPL - current 251 158,145 0.09 158,145
INANTEX INDUSTRY CO., LTD. — Financial assets measured at FVTPL - current 700 59,640 0.14 59,640
INANYA TECHNOLOGY . .
CORPORATION — Financial assets measured at FVTPL - current 200 15,620 0.01 15,620
EVERGREEN MARINE . .
CORPORATION (TAIWAN) LTD. — Financial assets measured at FVTPL - current 1,250 178,125 0.02 178,125
'YANG MING MARINE TRANSPORT . .
CORPORATION — Financial assets measured at FVTPL - current 1,250 151,250 0.04 151,250
CHINA AIRLINES LTD. — Financial assets measured at FVTPL - current 1,000 27,550 0.02 27,550
'WAN HAI LINES LTD. — Financial assets measured at FVTPL - current 220 43,670 0.01 43,670
LILYENT CORP. — Financial assets measured at FVTOCI - non-current 2,881 70,330 4.01 70,330
'Yen Hsing Textile Co., Ltd. The Company is the director Financial assets measured at FVTOCI - non-current 8,732 98,058 13.99 98,058
of the company
'YI TONG FIBER CO., LTD — Financial assets measured at FVTOCI - non-current 1,341 25,379 1.52 25,379
CHU SING INDUSTRIAL CO., LTD — Financial assets measured at FVTOCI - non-current 29 1,622 3.32 1,622
IAbility I Venture Capital Corp. The Cqmpany is the Financial assets measured at FVTOCI - non-current 1,423 12,450 3.00 12,450
supervisor of the company
IABILITY ASIA CAPITAL CORP. The Company is the Financial assets measured at FVTOCI - non-current 2,000 23,640 1.04 23,640
supervisor of the company
Limited IAbility Asia Capital II
. |Outstanding Transformation Growth — [Financial assets measured at FVTOCI - non-current - 15,519 - 15,519
partnership |~. . .
Limited Partnership
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4. Marketable securities acquired and disposed of at costs or prices of at least NT$300 million or 20% of the paid-in capital :

Type and
name of . Beginning balance Bought Sold Ending balance
. Transaction . .
Bought/Sold by| security |Recorded account counterpart Relationship
Tparty Thousand Thousand Thousand . Carrying | Disposal |Thousand
Amount Amount Price . Amount
shares shares shares value gain (loss) | shares
Z1G SHENG INANTEX [Financial assets Stock $177,881
&DULSTERIAL INDUSTRY |measured at exchange - 1,980 | $120,978 | 2,100 7,450 3,380 | $343,902 | $246,669 | $97,233 700 | $59,640
C CO.,LTD. [FVTPL - current market (note)
Note : Net gain from financial assets measured at FVTPL.

5. Acquisition of individual real estate properties at costs of at least NT$300 million or 20% of the paid-in capital : None

6. Disposal of individual real estate properties at prices of at least NT$300 million or 20% of the paid-in capital : None

7. Total purchases from or sales to related parties of at least NT$100 million or 20% of the paid-in capital :

Transaction Differences n transaction terrps compared to Notes/accounts receivable (payable)
. . third party transactions
Relationship
Purchaser/ . Percentage of
Counterparty with the Percentage of total
seller Purchases total . o .
counterparty Amount Credit term Unit price Credit term Balance notes/accounts
(sales) purchases .
receivable (payable)
(sales)

Zig Sheng . .. [The Company is . .
Industrial Co., Yen Hsing TeXmethe director of the Sale $265,355 2.37% 15 diysl aftpr No significant difference [No significant difference Accounts receivable Accounts reocelvable
Lid. Co., Ltd. company month closing $41,820 3.07%

8. Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital : None

9. Information about the derivative financial instruments transaction :
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10. Name, location, etc. of investee companies over which the Company has direct or indirect influence, control or joint control (not including

investments in Mainland China)

Unit : NTD thousand/USD thousand

Initial investment amount Shares held as the year-end Net Income Share of
. o o Losses) of | Profits/Losses
Investor Investee Location Main business activities Dec?gg? 31, Deczfgggr 31, oNflérlfll:rf;rs Percz?tage Carrying ( e ) P Investos Footnote
(thousand) | Ownership Value Investee (Note)
Zig Sheng ZIS Holding Co.,  [Mauritius  [Make various investments $185, 020 $185, 020 5,400 100% - - - |Please refer to Note 6.9
Industrial Co., LtdLtd. putside of Taiwan area
’ following the Parent
company’s operating policies
Nicest Int'L Samoa Make various investments 8, 883 8, 883 300 100% $17, 648 $ 1,524 $ 1,625 |Include $101 thousand net
Trading Corp. ‘;;ﬁisv‘inogfglzvg::eiiea positive profit adjustment
company’s operating policies due to difference in
unrealized income tax
between the entity basis
and consolidated basis
point of view
Ding Sheng Material Taipei [Production of synthetic $ 15,000 | $ 15,000 1,500 100% $ 3,561 ($ 810 (8 757)| Include $53 thousand net
Technology resin and industrial positive profit adjustment
Corporation Limited plastic products and due to difference in
related trading unrealized income tax
between the entity basis
and consolidated basis
point of view
Ding Sheng Ding Sheng USA  |General import/export 6, 340 6,340 200 100% ¢ 3,340  C  T54) ¢ 7
Material Material trading
Technology Technology
Corporation Corporation
Limited

Note : Except for initial investment amounts measured using historical exchange rates; all foreign currency amounts in the above

schedule are converted to NTD using the exchange rate on the balance sheet date.
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11. Business Relationships between Parent and Subsidiaries and Significant Transactions

Transaction Details

Company Name Counter-part Nature of
pany party Relationships Account Amount Transaction Terms % to Total
Zig Sheng Industrial Co., [Suzhou Hongsheng Trading Co., Ltd. Parept.to Sales revenue $ 55,557 Per agreement bas‘ed on 0. 50%
Ltd. subsidiary general market price
Accounts receivablel 18,390 [1/1 90 days settled 0.17%
monthly
Other income 4,172 Per agreement baspd on 0. 04%
general market price
Realized sales gains 13 |- —
Uqreahzed sales 479 |- o
gains
Ding Sheng Material Technology Parent to Rental income 96 [Per agreed contract -
Corporation Limited subsidiary
Other income 143 Per agreement baspd on _
general market price
Ding Shgng Material Technology Parel.lt.to Sales revenue 95, 367 Per agreement bas.ed on 0. 23%
Corporation subsidiary general market price
Accounts receivable 17,789 I/T 180 days settled 0.17%
monthly
Realized sales gains 297 |- —
Ugreahzed sales 391 |- 0. 01%
gains
Suzhou Hongsheng TradingZig Sheng Industrial Co., Ltd. Subsidiary to Sales revenue 76 Per agreement baspd on B
Co., Ltd. parent general market price
Other income 147 Per agreement baspd on B
general market price
Other receivables 70 T/T 90 days settled -
monthly

Note : (1) Regarding the same transaction between the parent and subsidiary company, the transaction is not required to be disclosed

repetitively. For example, regarding a transaction of parent company toward a subsidiary, if the parent company had disclosed,
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then the subsidiary portion is not required to be disclosed repetitively ; regarding transactions among subsidiaries, if a subsidiary
had disclosed, then the other subsidiary is not required to disclose repetitively.

(2) Regarding computation for the ratios of the transaction amounts over the total consolidated revenue or the total assets, for asset
and liability items, the ratios are computed as the ending balances over the total consolidated assets ; for profit or loss items, the

ratios are computed as the interim accumulated amounts over the total consolidated revenue.
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(3) Information on investment in Mainland China

Trading Co., Ltdproducts, chemical products (except for

hazardous items), synthetic fiber
materials, products made by synthetic
fibers, textile materials, mechanical
and electric equipment and its parts and|
the related services, consulting services
and maintenance/repair services for
mechanical and electric equipment and

its parts

1.
Unit : NTD thousand/USD thousand
Accumulated| Investment Ownership
Outflow of Flows Accumulated Held by Carrying IAccumulated
Total Investment Outflow of | Net Income th I tment | A i Inward
Investee in Main Busi Activiti Amqugt of [Investment from Investment | (Losses) of C N p n;/es/lrjl en moufn Remittance
Mainland China ain Business Activities Paid-in Method | Taiwan as of from the ompany Frofits/Losses  as o of Earnings
Capital o Outflow| Inflow | -, . (director | Recorded End of
p Beginning of Taiwan as of | Investee indirect) Period |2 of End of
Period End of Period| %) Period
Kunshan Lilytex/Warehouse rental business USD24, 782 [Note (1)| $185, 020 — — $185,020 | ($74,467) | 21.79% — 0 -
Co., Ltd. (USD5, 400) (USD5, 400) Note (3) | Note (3)
Suzhou Engage in wholesale, import/export, USD300 [Note (1) 8, 883 — — 8, 883 1,524 100. 00% $1, 524 $18, 007 -
Hongsheng agency (excluding auctions) of plastic (USD300) (USD300) Note (2) | Note (2)

Accumulated Investment in Mainland
China as of End of Period

Investment Amounts Authorized by
Investment Commission, MOEA

Upper Limit on Investment (Note (4))

$193, 903(USD5, 700)

$193, 903(USD5, 700)

$4, 386, 186

Note :

(1) Through investing in an existing company in the third area, which then invested in the investee in Mainland China. The

investment is approved by the government.

(2) Investments in the third area, the investment income or loss under equity method and ending carrying amounts are recognized

according to the direct and indirect shareholding ratio and the financial statements of Mainland China investee companies audited

by the CPA of Parent company.
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(3) Shareholding ratio does not reach 50%, without controlling power, and the Company does not endorse any debt or other financial
commitment of the investee company. Therefore, the carrying amount under equity method only written down to zero.

(4) According to regulation by Investment Commission, MOEA, the accumulated investment amount or ratio in the investments in
Mainland China is limited to 60% of the Company’s equity or consolidated equity, whichever is higher.

(5) Except for initial outbound investment measured using historical exchange rates; all foreign currency amounts in the above
schedule are converted to NTD using the exchange rate on the balance sheet date.

2. Material transactions with investee companies in Mainland China directly or indirectly through third area
The Group does not have significant direct or indirect transactions with the investee company, Kunshan Lilytex Co., Ltd., through third

area ; regarding significant direct or indirect transactions between the Group and the investee company, Suzhou Hongsheng Trading Co.,

Ltd., through third area, please refer to Note 13.1,2-11.
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(4) Information on major shareholders

2021.12.31
Shares
Percentage of
Number of Shares Held k

IName of Major Shareholders N Ownershlp (%)
Yi Sheng Investment Co., Ltd. 52, 783, 760 9. 92%
Su, Bai Huang 27,160, 455 5.10%
Su, Ching Yuan 26, 912, 389 5. 06%

Note : 1. The information on major shareholders in this schedule includes shareholders
who held at least 5% of common shares and special shares combined and had
been registered (including treasury shares) with the stock depository company
on the last business day of each season. There may be different in the recorded
share capital in the financial statements and the actually registered shares due
to different preparation and computation basis.

2. If the above data relate trusted shares by shareholders, the principals are
separately disclosed based on the trust accounts opened by the trustees. As to
filings by internal shareholders with over 10% holding percentage according
Securities and Exchange Act regulations, there the shares include shares held
by principals and trusted shares with controlling power retained, please refer to

Market Observation Post System.
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14. Segment Information
(1) Business Division refers to an operating component unit that meet all of the following
characteristics -
1. Undertakes business operations that earn revenue and incur expenses.
2. The operating results are periodically reviewed by the operating decision makers for
forming decisions on allocating resources to the division.

3. With separate standalone financial information.

(2) According to point of views from the operating decision makers, the Group reviews the
connections between the various management departments and the products and services
and classifies the operating units into the following two reporting Business Divisions :

(1) Fiber Business Division : The division is responsible for manufacturing, processing
and trading businesses in textured yarn, artificial cotton, nylon, etc.

(2) Chemical Materials Business Division : The division is responsible for manufacturing,
processing and trading businesses in nylon chips, compound materials, etc.

The Groups other non-reporting business operations and operating divisions are

collectively disclosed in “Other Divisions”.

(3) The Group’s reporting Business Divisions are strategic business units for providing
various products and services. Each strategic business unit requires different techniques

and marketing strategies, therefore must be managed separately.

(4) The business units are supervised separately by the respective management of the Group
for forming decisions on resource allocation and performance evaluation. The
performance of Business Divisions are measured based on operating profit or loss, such
measurement amounts are provided to operating decision makers for allocating resources
to the divisions and performance evaluation and are prepared using the same methods with
those in the Consolidated Financial Statements. However, the headquarter operating costs,
income tax expenses (benefits) and non-regular gains or losses (non-operating income and
expenses) are managed based on the parent company and are not allocated to the reporting
Divisions. The reported amounts are consistent with the reports used by the operating
decision makers. The transfer pricings among the Business Divisions are based on similar
regular transactions with outside third parties. The accounting policies of Business
Divisions are basically the same as those described in Summary of Significant Accounting

Policies in Note 4 of the Consolidated Financial Statements.
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(5) Financial Information for Business Divisions

1. For the year ended December 31, 2021

Revenue

From outside customers
Revenue among
segments

Total revenue

Segment profit (loss)

Non-operating income
and expenses
Before-tax income (loss)
from continuing
operations
Segment profit (loss)
includes :

Depreciation and
amortization

Segment assets

Segment liabilities

Revenue

From outside customers

Revenue among
segments

Total revenue

Segment profit (loss)

Non-operating income
and expenses
Before-tax income (loss)
from continuing
operations
Segment profit (loss)
includes :

Depreciation and
amortization

Segment assets

Chemical
Fiber. Efu.siness Matc?rials Other Divisions Adjus.tment and Total
Division Business write-offs

Division

$ 5,308, 339 $ 5,800, 786 $ 109, 388 $ - $11, 218,513

- 2, 685, 421 76 ( 2,685,497) -

$ 5,308, 339 $ 8,486,207 $ 109, 464 ($ 2,685,497)  $11,218,513

$ 438,596 $ 200,477 $ 2, 661 $ 6, 161 $ 647,89

356, 582

$ 1,004, 477

$ 244, 480 $ 143,176 $ 1,351 $ 91,777 $ 480,784

$ - % - % - $ - $10, 776, 815

$ - $ - $ - $ - $ 3,466, 505

2. For the year ended December 31, 2020
Chemical
F 1ber. B.»u.smess Mats.erlals Other Divisions Adjus.tment and Total
Division Business write-offs

Division

$ 3,924, 357 $ 3,641, 656 $ 109,594 $ - $ 7,675,607

2,419 2,110, 168 70 ( 2,112,657) -

$ 3,926, 776 $ 5,751, 824 $ 109,664 ($ 2,112,657) § 7,675,607

$ 3,458  ($ 291,984) $ 5,417 $ 3,495  (§ 279,614)
244, 812
($ 34, 802)

$ 285,069 $ 208,741 $ 1,736 $ 105,570 $ 601,116

$ - $ - $ - $ - $ 8,926, 635

$ - % - % - $ - $ 2,400,766

Segment liabilities
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3. Explanation for adjustments and write-offs :

(1) Revenue among the Divisions are written off upon consolidation.

(2) Adjustment and write-offs on segment profit or loss (including depreciation and
amortization) are mainly for elimination profit or loss among the Divisions upon
consolidation, for non-allocated operating expenses, etc.

(3) Since the measurement amounts of segment assets and liabilities are not the
measurement indices used by the operating decision makers, therefore, the
reportable measurement amounts of segment assets and liabilities is 0. The
non-allocated amounts of assets and liabilities are listed under Adjustment and

write-offs.

(6) Information by Products

Ttem For the year ended For the year ended

December 31, 2021 December 31, 2020
Textured yarn $ 3,576, 646 $ 2,590, 979
Polyester yarn 11, 644 27,065
Nylon fiber 1, 690, 481 1, 285, 244
Nylon chips 9, 132, 088 3, 129, 204
Composite materials 766, 583 613, 026
Trading of raw materials 6,402 4,119
Revenue from outsourced manufacturing 34, 669 25,970
Total $ 11, 218, 513 $ 7,675, 607
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(7) Regional information
According to the regions where goods are sold, services provided or where the
non-current assets are located in categorizing the Group’s revenue from outside

customers, the regional information is hereby listed as below :

Revenue from outside customers Noncurrent assets

By region Year of 2021 Year of 2020 Decezn(;lzjitr 31, Decezn(;‘;gr 3,
Taiwan $ 6,596,152  § 4,640,224 § 5,555,226 $ 5,543,404
Mainland China 457, 591 5195, 373 12 996
Asia 3,967, 922 2,359,474 - -
Americas 99, 276 93, 761 65 60
Africa 71, 107 48, 816 - -
Europe 8,770 8,702 - -
Oceania 17,695 9, 257 - -
Total $11, 218,513  $ 7,675,607 $ 5,556,003 $ 5,544,020

Note : Noncurrent assets does not include assets classified as held-for-sale noncurrent
assets, financial instruments, deferred income tax assets, pension benefit assets

and assets generated from insurance contracts.

(8) Information on important customers
In 2021 and 2020, the Group did not have any customer that accounts for 10% or more of

the total consolidated revenue.
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Independent Auditors’ Report
To : Zig Sheng Industrial Co., Ltd.
Opinion

We have audited the Parent Company Only financial statements of Zig Sheng Industrial Co., Ltd. (the
“Company"), which comprise the Parent Company Only balance sheets as of December 31, 2021 and
2020, the Parent Company Only statements of comprehensive income, Parent Company Only
statements of changes in equity, and Parent Company Only statements of cash flows for the years
ended December 31, 2021 and 2020, and notes to the Parent Company Only financial statements,
including a summary of significant accounting policies (together “Parent Company Only Financial
Statements”).

In our opinion, the accompanying Parent Company Only Financial Statements present fairly, in all
material respects, the financial position of the Company as of December 31, 2021 and 2020, its
financial performance and its cash flows for the years then ended in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and auditing standards generally accepted in
the Republic of China. Our responsibilities under those standards are further described in the
Auditors' Responsibilities for the Audit of the Parent Company Only Financial Statements section of
our report. We are independent of the Company in accordance with the Code of Professional Ethics
for Certified Public Accountant of the 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 for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the Parent Company Only Financial Statements for the year ended December 31, 2021.
These matters were addressed in the context of our audit of the Parent Company Only Financial
Statements as a whole and, in forming our opinion thereon; we do not provide a separate opinion on
these matters.

Key audit matters for the Parent Company Only Financial Statements for the year ended December
31, 2021 are stated as follows :
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Revenue recognition

Revenue generation is a fundamental business activity of an enterprise as a going concern, it is crucial to
the operating performance of an enterprise. Due to ubiquitous pressure of achieving projected financial
or sales targets by management, revenue recognition is considered to have higher fraudulent risk by the
generally accepted auditing standards. Therefore, we list the timing of transfer of risks and rewards of
sold products and the recognition of sales revenue as one of the key audit matters.

For the accounting policies regarding revenue recognition, please refer to Note 4.31 of the Parent
Company Only Financial Statements ; For illustration to the revenue items, please refer to disclosure
in Note 6.30 of the Parent Company Only Financial Statements.

Our key audit procedures performed in respect of the above area included the following :

1. Tested the effectiveness of the Company's design and implementation of its internal controls over
sales and receivable cycles, evaluated the appropriateness of revenue recognition on a test basis.

2. Understood the categories and specifications of products sold to top ten clients, evaluated the
reasonableness of the sales revenue and accounts receivable turnover (days) and analyzed if there is
any abnormality.

3. Evaluated the accuracy of the timing of transfer of risks and rewards of sold products and the

recognition of sales revenue by selecting and testing a sample of sales transactions before and after

the shipment cut-off date.

Valuation of inventory

The main inventories of the Company are Polyester Fully Oriented Yarn, Lactam and the
related products and are measured using lower of cost or net realizable value. Due to rapid changes
in the industry where the Company resides, the sales prices of the Company’s products are easily
affected by the prices of international raw materials and may fluctuate drastically. This leads to risk
that the inventory costs may exceed their net realizable value and resulted in slow-moving or
obsolete inventories. And since the Company’s management, through assessment of respective
outside evidence, is relied to perform the subsequent measurements and recognition, we list
inventory valuation as one of the key audit matters.

For the accounting policies regarding inventories, please refer to Note 4.14 of the Parent Company
Only Financial Statements ; For illustration to the inventory items, please refer to disclosure in Note
6.6 of the Parent Company Only Financial Statements. Our key audit procedures performed in
respect of the above area included the following :

1. Based on the understanding of the Company’s operations and nature of the industry, assessed
the reasonableness of the policies and procedures adopted for recording allowance to reduce
inventory to market.

2.  Reviewed inventory aging reports, analyzed changes in the inventory aging and assessed
whether or not the subsequent measurements were performed according to the accounting
policies.

3. Understood and assessed the reasonableness of the basis of net realizable value used by the
management, selected samples and agreed to the relating supporting documents to test the
accuracy of the amounts, then evaluated whether or not the management’s disclosures
regarding the subsequent measurements of inventories were appropriate.
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Responsibilities of Management and Those Charged with Governance for the Parent Company
Only Financial Statements

Management is responsible for preparation and fair presentation of the Parent Company Only
Financial Statements in accordance with the Regulations Governing the Preparation of Financial
Reports by Securities Issuers and for such internal control as management determines necessary to
enable the preparation of Parent Company Only Financial Statements that are free from material
misstatement, whether due to fraud or error.

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

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

Auditors' Responsibilities for the Audit of the Parent Company Only Financial Statements

Our objectives are to obtain reasonable assurance about whether the Parent Company Only Financial
Statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an 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 Parent Company Only Financial Statements.

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

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

2. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company'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, determine whether any material uncertainty exists in
the events or conditions that may cast significant doubt on the Company's ability to continue as
a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditors' report to the related disclosures in the Parent Company Only Financial
Statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditors' report. However, future
events or conditions may cause the Company to cease to continue as a going concern.
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5. Evaluate the overall presentation, structure and content of the Parent Company Only Financial
Statements, including the disclosures, and whether the Parent Company Only Financial
Statements represent the underlying transactions and events in a manner that achieves fair
presentation.

6. Obtain sufficient and appropriate audit evidence regarding the financial information of the
entities or business activities within the Company to express an opinion on the Parent Company
Only Financial Statements. We are responsible for the guidance, supervision and performance
for the audit of the Company. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
audit scope, timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we have identified 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 affect our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the Parent Company Only Financial Statements for the
year ended December 31, 2021 and are therefore the key audit matters. We describe these matters in
our auditors’ report unless the laws or regulations preclude public disclosure on the matter or when,
in extremely rare circumstances, we determine that the matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to be greater the
additional benefits brought to the public from such communication.

The engagement partners on the audit resulting in this independent auditors’ report are Hsiao,
Ying-Chia and Lin, Chih-Lung.

Crowe (TW) CPAs
Taipei, Taiwan
Republic of China

March 11, 2022

Notice to Readers

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

For the convenience of readers, the independent auditors’ report and the accompanying Parent Company Only Financial Statements
have been translated into English from the original Chinese version prepared and used in the Republic of China. If there is any
conflict between the English version and the original Chinese version or any difference in the interpretation of the two versions, the
Chinese-language independent auditors’ report and Parent Company Only Financial Statements shall prevail.
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Zig Sheng Industrial Co., Ltd.

Parent Company Only Balance Sheets
As of December 31, 2021 and 2020

In Thousands of New Taiwan Dollars

31-Dec-21 31-Dec-20
Code Assets Notes Amount % Amount %
11xx Current Assets $ 4,876,474 45 8 3,022,198 34
1100 Cash and cash equivalents 6.1 41,148 - 39,298 -
1110 Financial assets at fair value through profit or loss — current 6.2 916,107 8 603,174 7
1150 Notes receivable, net 6.3 269,770 3 220,967 3
1160 Notes receivable - related parties 6.3,7 - - 66 -
1170 Accounts receivable, net 6.4 1,283,292 12 961,459 11
1180 Accounts receivable - related parties 6.4,7 77,999 1 79,169
1200 Other receivables 6.5 7,511 - 27,521 -
1220 Income tax assets 6.37 4 - 9 -
1310 Inventories, net 6.6 2,233,256 21 1,071,942 12
1410 Prepayments 6.7 47,387 - 18,593 -
15xx Noncurrent Assets 5,899,328 55 5,902,298 66
1517 Financial assets at fair value through other comprehensive income — noncurrent 6.8 246,998 2 208,709 3
1550 Investments accounted for using equity method 6.9 21,209 - 21,392 -
1600 Property, plant and equipment 6.10 4,715,038 44 4,735,873 53
1755 Right-of-use asset 6.11 74,045 1 77,962 1
1760 Investment properties, net 6.12 643,670 6 645,185 7
1780 Intangible assets 6.13 2,133 - 1,051 -
1840 Deferred income tax assets 6.37 75,895 1 128,793 2
1915 Prepayments for equipment 49,808 1 26,126 -
1920 Guarantee deposits paid 6.14 23,330 24,799 -
1990 Other noncurrent assets — other 6.15 47,202 - 32,408 -
Ixxx Total Assets $ 10,775,802 100§ 8,924,496 100
Code Liabilities and Equity
21xx Current Liabilities $ 3,138,170 29 8 2,059,440 23
2100 Short-term loans 6.16 1,260,000 12 710,000 8
2110 Short-term notes and bills payable 6.17 499,845 4 449,934 5
2120 Financial liabilities at fair value through profit or loss — current 6.18 1,526 - - -
2130 Contractual liabilities — current 6.30 54,356 1 79,767 1
2150 Notes payable 6.19 217,877 2 106,683 1
2170 Accounts payable 6.19 624,041 6 371,254 5
2180 Accounts payable - related parties 7 82 - 195 -
2200 Other payables 6.20 408,719 4 303,651 3
2220 Other payables - related parties 7 70 4 -
2230 Current-period income tax liability 6.37 31,503 - - -
2250 Provisions - current 6.21 25,572 24,573 -
2280 Lease liabilities - current 6.11 12,975 - 12,446 -
2399 Other current liabilities — other 6.22 1,604 - 933 -
25xx Noncurrent Liabilities 327,322 3 339,187 4
2570 Deferred income tax liabilities 6.37 137,395 1 137,395 2
2580 Lease liabilities - noncurrent 6.11 62,985 1 67,079 1
2640 Net defined benefit liability - noncurrent 6.23 103,778 1 111,549 1
2645 Guarantee deposits received 6.24 23,164 - 23,164 -
2XXX Total Liabilities 3,465,492 32 2,398,627 27
31xx Equity
3100 Share capital 6.25 5,316,884 49 5,500,014 62
3110 Ordinary shares 5,316,884 49 5,500,014 62
3200 Capital surplus 6.26 398,835 4 492,157 6
3300 Retained earnings 6.27 1,534,694 14 668,136 7
3310 Legal reserve 249,476 2 249,476 3
3320 Special reserve 321,614 3 321,614 3
3350 Unappropriated retained earnings 963,604 9 97,046 1
3400 Other equity interest 6.28 59,897 1 26,138 -
3410 Exchange differences from translation of foreign operations ( 270) - 219) -
3420 Unrealized gains or lo.sses on financial assets at fair value through 60,167 h 26357 )
other comprehensive income
3500 Treasury shares 6.29 - - 160,576) ( 2)
3XXX Total Equity 7,310,310 68 6,525,869 73
3x2x Total Liabilities and Equity $ 10,775,802 100§ 8,924,496 100

(The accompanying notes form an integral part of the parent company only financial statements)
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Zig Sheng Industrial Co., Ltd.
Parent Company Only Statements of Comprehensive Income
For the Years Ended December 31, 2021 and 2020

In Thousands of New Taiwan Dollars

2021 2020

Code Item Amount 9% Amount 9%
4000 Operating revenue (Note 6.30) $ 11,202,972 100 $ 7,649,087 100
5000 Operating costs (Note 6.6, 6.35) ( 9,991,420) ( 89) ( 7,578,619) ( 99)
5900 Gross profit (loss) from operations 1,211,552 11 70,468 1
5910 Unrealized sales benefit (Note 6.9) ( 1,370) - ( 370) -
5920 Realized sales benefit (Note 6.9) 370 - 624 -
5950 Gross profit from operations - net 1,210,552 11 70,722 1
6000 Operating expenses (Note 6.35) ( 565,439) ( 5) ( 356,019) ( 5)
6100 Selling expenses ( 336,753) ( 3) ( 214,955) ( 3)
6200 Administrative expenses ( 169,953) (1) ( 85731) (1)
6300 Research and development expenses ( 58,733) (1) ( 55333) (1)
6900 NET OPERATING INCOME (LOSS) 645,113 6 ( 285,297) ( 4)

Non-operating income and expenses
7100 Interest income (Note 6.31) 16 - 38 -
7010  Other income (Note 6.32) 155,086 1 279,286 4
7020  Other gains and losses (Note 6.33) 222,629 2 ( 22,585) -
7050  Finance costs (Note 6.34) ( 19,144) - ( 11,592) -
7070 Share of proﬁt (loss) of associates and joint ventures accounted for 368 ] 5,058 )

using equity method (Note 6.9)

7000 Total non-operating income and expenses 359,455 3 250,205 4

INCOME (LOSS) BEFORE INCOME TAX FROM CONTINUING
7900 OPERATIONS 1,004,568 9 ( 35,092) -
7950 INCOME TAX EXPENSE (Note 6.37) ( 84,491) (1) ( 5,023) -
8200 NET INCOME (LOSS) 920,077 8 ( 40,115) -

OTHER COMPREHENSIVE INCOME (LOSS)

Items that will not be reclassified subsequently to profit or loss :
Unrealized measurement gains or losses on equity instruments at

8316 FVTOCI (Note 6.8) 33,810 - 12,248 -
8311 Remeasurements of defined benefit liability (Note 6.23) ( 438) - ( 589) -
2349 Income tax related to items that will not be reclassified subsequently 28 i 118 i

to profit or loss (Note 6.37)

8310 Total items that will not be reclassified subsequently to profit or loss 33,460 - 11,777 -

Items that may be reclassified subsequently to profit or loss : (Note 6.9)
Exchange differences from translation of foreign operations of

8381 subsidiaries, associates and joint ventures under equity method ( 3D i 435 i

8360 Total items that may be reclassified subsequently to profit or loss ( 51) - 435 -

8300 Total other comprehensive income (loss) for the year, net of income tax 33,409 - 12,212 -

8500 TOTAL COMPREHENSIVE INCOME (LOSS) FOR THE YEAR $ 953,486 8 ($ 27,903) -
EARNINGS PER SHARE — ORDINARY SHARES (NT$) (Note 6.38)

9750  Basic earnings (loss) per share $ 1.73 $ 0.07

9850  Diluted earnings per share $ 1.73

(The accompanying notes form an integral part of the parent company only financial statements)
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Zig Sheng Industrial Co., Ltd.
Parent Company Only Statements of Changes in Equity
For the Years Ended December 31, 2021 and 2020
In Thousands of New Taiwan Dollars

Retained Earnings Other Equity
Exchange .
. . differences [,Jnreahzed
Share Capital - Cavital Leeal Special Unappropriate from gains or losses Trea
Code Item Ordinary P °5 pee d retained om on financial casury Total Equity
Surplus reserve reserve . translation Shares
Shares earnings . assets at
of foreign FVTOCI
operations
Al Balance on January 1, 2020 $ 6,117,634 § 360,397 $§ 249476 $ 321,614 $ 137,632 ($ 654) $ 14,109 § - $ 7,200,208
D1 Profit (loss) for 2020 - - - - ( 40,115) - - - ( 40,115)
D3 Other comprehensive income, net of tax, for 2020 - - - - ( 471) 435 12,248 - 12,212
L1  Buy back treasury shares - - - - - - - ( 646,436) ( 646,436)
L3  Cancellation of treasury shares ( 617,620) 131,760 - - - - - 485,860 -
Z1 Balance, December 31, 2020 $§ 5,500,014 § 492,157 § 249476 § 321,614 $ 97,046 ($ 219) § 26,357 (§ 160,576) $§ 6,525,869
Al Balance on January 1, 2021 $ 5,500,014 § 492,157 § 249476 $ 321,614 $ 97,046 ($ 219) $ 26,357 ($ 160,576) $ 6,525,869
Appropriation of 2020 earnings :
B5 Cash dividends for ordinary shares - - - - (3 53,169) - - - ( 53,169)
C15 Cash dividends from additional paid-in capital - ($ 106,338) - - - - - - ( 106,338)
C17 Unclaimed overdue dividends by shareholders - 3 455 - - - - - - 455
D1  Profit (loss) for 2021 - - - - 920,077 - - - 920,077
D3 Other comprehensive income, net of tax, for 2021 - - - - ( 350) ( 51) 33,810 - 33,409
L1  Buy back treasury shares - - - - - - - ( 9,993) ( 9,993)
L3  Cancellation of treasury shares ( 183,130) 12,561 - - - - - 170,569 -
Z1 Balance, December 31, 2021 $ 5316,884 § 398,835 $§ 249476 § 321,614 $§ 963,604 ($ 270) § 60,167 § - $ 7310310

(The accompanying notes form an integral part of the parent company only financial statements)
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Zig Sheng Industrial Co., Ltd.
Parent Company Only Statements of Cash Flows
For the Years Ended December 31, 2021 and 2020

In Thousands of New Taiwan Dollars

Code Item 2021 2020

AAAA  CASHFLOWS FROM OPERATING ACTIVITIES :

A00010 Profit (loss) from continuing operations before tax $ 1,004,568 ($ 35,092)
A20000 Adjustments -

A20010 Income/gain or expense/loss items not affecting cash flows

A20100  Depreciation expense (including depreciation of right-of-use assets and investment properties) 462,446 585,414
A20200 Amortization expense 27,137 28,019
A20400  Net loss (gain) on financial assets and liabilities measured at FVTPL ( 62,183) ( 70,570)
A20900 Interest expense 13,904 11,363
A21200 Interest income ( 16) ( 38)
A21300 Dividend income ( 37,059) ( 22,806)
A22400 Share of profits of subsidiaries, associates, and joint ventures under equity method ( 868) ( 5,058)
A22500  Net loss (gain) on disposal or scrapping of property, plant and equipment 33 1,145
A23100 Loss (gain) from disposal of investments ( 190,076) 55,646
A23900 Unrealized sales benefit 1,370 370
A24000 Realized sales benefit ( 370) ( 624)
A29900  Gain from lease modifications - ( 39)
A20010  Total income/gain or expense/loss items not affecting cash flows 214,318 582,822
A30000 Changes in operating assets and liabilities

A31115 Decrease (increase) in financial assets mandatorily measured at FVTPL ( 51,787) ( 73,412)
A31130 Decrease (increase) in notes receivable ( 48,803) ( 26,493)
A31140 Decrease (increase) in notes receivable — related parties 66 ( 16)
A31150 Decrease (increase) in accounts receivable ( 321,833) ( 53,112)
A31160 Decrease (increase) in accounts receivable — related parties 1,170 17,450
A31180 Decrease (increase) in other receivables 10,453 ( 4,551)
A31200 Decrease (increase) in inventories ( 1,175,296) 565,565
A31230 Decrease (increase) in prepayments ( 28,794) ( 2,601)
A32125 Increase (decrease) in contractual liabilities ( 25411) ( 2,842)
A32130  Increase (decrease) in notes payable 111,194 5,110
A32150  Increase (decrease) in accounts payable 252,787 19,647
A32160 Increase (decrease) in accounts payable — related parties ( 113) ( 245)
A32180  Increase (decrease) in other payables 110,224 310
A32190 Increase (decrease) in other payables — related parties 66 ( 434)
A32200 Increase (decrease) in provisions 999 ( 590)
A32230 Increase (decrease) in other current liabilities - other 671 1
A32240 Increase (decrease) in net defined benefit liabilities ( 8,209) ( 8,634)
A30000  Total changes in operating assets and liabilities ( 1,172,616) 435,153
A33000 Cash generated from operations 46,270 982,883
A33100 Interest received 16 40
A33200 Dividend received 37,059 22,806
A33300 Interest paid ( 13,864) ( 11,514)
A33500 Income taxes refunded (paid) 3 ( 2,046)
AAAA  Net cash flows from (used in) operating activities 69,484 992,169

(continue to next page)
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BBBB
B00010
B00030
B02700
B02800
B03700
B03800
B04500
B05400
B06600
B06700
B07100

BBBB

CCcC
C00100
C00200
C00500
C00600
C03000
C03100
C04020
C04500
C04900
C09900

CCcC

EEEE
E00100
E00200
E00210

(continue from previous page)

CASH FLOWS FROM INVESTING ACTIVITIES :

Acquisition of FVTOCI financial assets
Returned capital from FVTOCI financial assets
Acquisition of property, plant and equipment
Disposal of property, plant and equipment
Increase in refundable deposits paid
Decrease in refundable deposit paid
Acquisition of intangible assets
Acquisition of investment properties
Decrease in other financial assets
Increase in other noncurrent assets - other
Increase in prepayments for equipment
Net cash flows from (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term loans
Decrease in short-term loans
Increase in short-term notes and bills payable
Decrease in short-term notes and bills payable
Increase in deposits received
Decrease in deposits received
Lease principal repayments
Distribution of cash dividends
Cost for buying back treasury shares

Undrawn overdue dividends payable transferred to capital surplus

Net cash flows from (used in) financing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

: (Note 6.36)

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

RECORDED CASH AND CASH EQUIVALENTS ON THE BALANCE SHEET

(The accompanying notes form an integral part of the parent company only financial statements)
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( 13,200) -
8,721 2,550
( 218,014) 169,041)
407 207
( 11) 18,647)
1,480 256
( 907) 76)
( 3,631) -
- 3,778
( 40,753) 20,845)
( 220,202) 109,388)
( 486,110) 311,706)
12,136,870 7,577,632
( 11,586,870) 8,051,632)
4,380,000 1,900,000
( 4,330,000) 1,450,000)
95 100
( 95) 600)
( 12,479) 12,261)
( 159,507) -
( 9,993) 646,436)
455 -
418,476 683,197)
1,850 2,734)
39,298 42,032
$ 41,148 39,298
$ 41,148 39,298




Zig Sheng Industrial Co., Ltd.
Notes to Parent Company Only Financial Statements
For the Years Ended December 31, 2021 and 2020
(Amounts in Thousands of New Taiwan Dollars, unless specified otherwise)

1. General Information

Zig Sheng Industrial Co., Ltd. (the “Company”) was founded on August 18, 1969. The

principal operating activities of the Company are as following :

(1) Spinning, weaving, dyeing/finishing, printing, processing, and trading of various filament,
artificial cotton and nylon.

(2) Production, selling, import/export of fiber raw materials for use in the petrochemical industry.

The Company has factories in Guishan District, Guanyin District and Dayuan District,

Taoyuan City.

The Company’s stock began traded in the Taiwan Stock Exchange from October 7, 1993.

The Company is its own ultimate parent company.

The Company's functional currency is New Taiwan Dollar. Since the Company is

publicly traded in Taiwan, in order to increase comparability and consistency of the

financial statements, these Parent Company Only Financial Statements are presented in

New Taiwan Dollars.

2. The Authorization of Financial Statements

The accompanying Parent Company Only Financial Statements were approved and

authorized for issue by the Board of Directors on March 11, 2022.

3. Application of New Standards, Amendments, and Interpretations

3.1

Effects from application of the newly issued or revised International Financial Reporting
Standards recognized and issued into effect by the Financial Supervisory Commission
(“FSC”) :

According to FSC Jin-Guan-Zheng-Shen No. 1090363623 Order on August 4, 2020, the
Company shall, beginning from 2021, prepare its financial statements, apply the
International Financial Reporting Standards, International Accounting Standards, and the
related interpretations released by IASB and recognized, issued into effect by FSC
(together “IFRSs”), and the related amendments to the Regulations Governing the

Preparation of Financial Reports by Securities Issuers.
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The following summarizes the newly published, amended or revised IFRSs that are

recognized by FSC and effective in 2021 :

Effective Date
Announced by IASB
June 25, 2020
(Effective from the
issuance date)

January 1, 2021

Newly Issued/Amended/Revised Standards and Interpretations

Amendments to IFRS 4 » Extension of the Temporary
Exemption from Applying IFRS 9”

Phase 2 Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16
“Interest Rate Benchmark Reform”

Amendments to IFRS 16 “Covid-19-Related Rent Concessions )
beyond 30 June 2021~ April 1, 2022 (Note)

Note : FSC has allowed earlier adoption by companies effective from January 1, 2021.
After assessment, the above standards and interpretations do not have material impact on

the financial position and financial performance of the Company.

3.2 Effects from not yet adopting the newly published, amended or revised IFRSs that have

3.3

been endorsed and issued into effect by FSC :

The following summarizes the newly published, amended or revised IFRSs that are

recognized by FSC and effective in 2022 :
Effective Date

Announced by IASB

Amendments to IFRS 16 ” Property, Plant and Equipment -
Proceeds before Intended Use” January 1, 2022
Amendments to IFRS 37 ” Onerous Contracts - Cost of Fulfilling

" January 1, 2022
a Contract
Amendmen’t,s to IFRS 3 “Reference to the Conceptual January 1, 2022
Framework

Annual Improvements to IFRS Standards 2018-2020 January 1, 2022

Newly Issued/Amended/Revised Standards and Interpretations

As of the released date of these financial statements, after assessment, the above
standards and interpretations do not have material impact on the financial position and
financial performance of the Company.

Effects from the IFRSs issued by IASB but not yet been endorsed and issued into effect by

FSC :

The IFRSs newly issued, revised or amended by IASB but not yet been endorsed by FSC

are summarized as following (actual effective date is determined by FSC):

. . Effective Date
Newly Issued/Amended/Revised Standards and Interpretations Announced by IASB
Amendments to IAS 1 “Classification of Liabilities as Current or
., January 1, 2023
Non-current
IFRS 17 “Insurance Contracts” January 1, 2023
Amendments to IFRS 17 “Insurance Contracts” January 1, 2023

Amendments to IFRS 17 “Initial Application of IFRS 17 and
IFRS 9 - Comparative Information”

Amendments to IAS 1 “Disclosure of Accounting Policies” January 1, 2023

January 1, 2023
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Effective Date
Announced by IASB
Amendments to IAS 8 “Definition of accounting estimates” January 1, 2023
Amendments to IAS 12 “Deferred Tax related to Assets and
Liabilities arising from a Single Transaction”

Newly Issued/Amended/Revised Standards and Interpretations

January 1, 2023

Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Pendmg fqr
. . . , determination by
Assets between an Investor and its Associate or Joint Venture IASB

After preliminary assessment, the above standards and interpretations do not have
material impact on the financial position and financial performance of the Company. The
Company will continue to assess the effects on the Company’s financial position and
financial performance from the above standards and interpretations, the related

assessment results will be disclosed upon completion.

4. Summary of Significant Accounting Policies

The principal accounting policies applied in the preparation of these Parent Company Only

Financial Statements are set out below. These policies have been consistently applied to all the

periods presented unless otherwise stated.

4.1 Statement of compliance

The accompanying Parent Company Only Financial Statements have been prepared in

conformity with the Regulations Governing the Preparation of Financial Reports by

Securities Issuers.

4.2 Basis of preparation

1.

Except for the following material items, these Parent Company Only Financial

Statements have been prepared under the historical cost convention :

(1) Financial assets and financial liabilities (including derivative instruments)
measured at Fair Value Through Profit or Loss (“FVTPL”).

(2) Financial assets measured at Fair Value Through Other Comprehensive Income
(“FVTOCT”).

(3) Liabilities on cash-settled share-based payment arrangements measured at fair
value.

(4) Defined benefit liabilities recognized based on the present value of defined
benefit obligation, net of the pension fund assets.

The preparation of financial statements in conformity with the IFRSs requires the use

of certain critical accounting estimates. It also requires management to exercise its

judgment in the process of applying the Company’s accounting policies. The areas

involving a higher degree of judgment or complexity, or areas where assumptions and

estimates are significant to the Parent Company Only Financial Statements are

disclosed in Note 5.

When the Company prepares the Parent Company Only Financial Statements, the

equity method is adopted to account for investments in subsidiaries, associates and

joint ventures. In order to make the current-period profit (loss), other comprehensive

income (loss) and equity in the Parent Company Only Financial Statements to be

consistent with those attributed to the Company in the Company’s Parent Company

Only Financial Statements, the various differences in accounting treatments under

stand-alone and consolidated basis are adjusted in the “Investments under equity
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method”, “Share of profits of subsidiaries, associates, and joint ventures under equity
method”, “Share of other comprehensive income of subsidiaries, associates, and joint
ventures under equity method” and other related equity items.

4.3 Foreign currency exchange

1.

Items included in the financial statements of each of the Company’s entities are
measured using the currency of the primary economic environment in which the entity
operates (the “functional currency”). The Parent Company Only Financial Statements
are presented in New Taiwan Dollars (NTS), which is the Company’s functional
currency.

In preparing the Parent Company Only financial statements, transactions in currencies
other than the entity’s functional currency (foreign currencies) are recognized at the
rates of exchange prevailing at the dates of the transactions. At the end of each
reporting period, monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Such exchange differences are recognized in profit or
loss in the year in which they arise. Non-monetary items measured at fair value that
are denominated in foreign currencies are retranslated at the rates prevailing at the
date when the fair value was determined. Exchange differences arising on the
retranslation of non-monetary items are included in profit or loss for the year except
for exchange differences arising on the retranslation of non-monetary items in respect
of which gains and losses are recognized directly in other comprehensive income, in
which case, the exchange differences are also recognized directly in other
comprehensive income. Non-monetary items that are measured in terms of historical
cost in foreign currencies are not retranslated. Exchange gains and losses relating to
loans and cash and cash equivalents are reported as financial costs in the statements of
comprehensive income; other exchange gains and losses are reported as other gains
and losses in the statements of comprehensive income according to their nature.

The assets and liabilities of foreign operations of the Company (including subsidiaries,
associates, joint ventures or branches located offshore or using different currencies
from that of the Company) are translated into New Taiwan Dollars based on the spot
rates on each balance sheet date ; income and expense items are translated at the
average exchange rates for the period. Exchange differences arising, if any, are
recognized in other comprehensive income.

When the Company disposes its foreign operations and loses control, joint control or
significant influence over the foreign operations, the amounts previously recognized
as equity in relation to the foreign operations are transferred to profit or loss. When the
Company disposes part of its foreign operation subsidiaries but does not lose control
over the subsidiaries, then the amounts previously recognized as accumulated
exchange differences in the other comprehensive income (loss) are combined and
included in the computation of the equity transaction proportionately but would not be
recorded as profit or loss. When the Company disposes its foreign operation

associates or joint equity but does not lose significant influence or joint control or over
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the associates or joint equity, then the amounts previously recognized as accumulated
exchange differences in the other comprehensive income (loss) is transferred to profit

or loss proportional to the disposal ratio.

4.4 (Classification standards for current and noncurrent assets and liabilities

4.5

4.6

1. Assets that meet one of the following criteria are classified as current assets; otherwise

they are classified as non-current assets -

(1) Assets arising from operating activities that are expected to be realized, or are
intended to be sold or consumed within the normal operating cycle;

(2) Assets held mainly for trading purposes;

(3) Assets that are expected to be realized within twelve months from the balance
sheet date; or

(4) Cash and cash equivalents, excluding restricted cash and cash equivalents and
those that are to be exchanged or used to pay off liabilities more than twelve

months after the balance sheet date.

All assets that do not meet any of the above criteria are classified as non-current
assets.
2. Liabilities that meet one of the following criteria are classified as current liabilities;
otherwise they are classified as non-current liabilities :
(1) Liabilities that are expected to be paid off within the normal operating cycle;
(2) Liabilities arising mainly from trading activities;
(3) Liabilities that are to be paid off within twelve months from the balance sheet
date; or
(4) Liabilities for which the repayment date cannot be extended unconditionally to
more than twelve months after the balance sheet date. 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.
All liabilities that do not meet any of the above criteria are classified as non-current
liabilities.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, demand deposits and 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. Time deposits which meet the above
definition and that are held for satisfying short-term cash commitments for business
operations are classified as cash equivalents.
Financial instruments
Financial assets and financial liabilities are recognized when the Company becomes a party
to the contractual provisions of the instrument.
Upon initial recognition of financial assets and financial liabilities, they are measured at
fair value. Upon initial recognition, the transaction costs that can be directly attributable to

obtaining or issuing the financial assets and financial liabilities (except for ones classified
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4.7

4.8

as FVTPL financial assets and financial liabilities) shall be added to or subtracted from the

fair value of the financial assets and financial liabilities. The transaction costs that can be

directly attributable to obtaining or issuing FVTPL financial assets are recorded in profit or

loss in the period occurred.

Financial assets at fair value through profit or loss (“FVTPL financial assets”)

1.

Financial assets at fair value through profit or loss (“FVTPL”) include financial assets
mandatorily measured at FVTPL and financial assets designated to be measured at
FVTPL. Financial assets mandatorily measured at FVTPL include equity instrument
investments that are not designated to be measured at fair value through other
comprehensive income by the Company, and debt instrument investments that neither
meet the classification of those measured at amortized cost or at FVTPL.

For financial assets that are measured at either amortized cost or at FVTPL, when the
measurement could be materially reduced or removed, or there is inconsistency in
recognition, the Company would designate them as financial assets measured at
FVTPL at initial recognition.

Transaction date accounting is adopted for recording customary transactions of
FVTPL financial assets.

The Company initially measures at fair value at initial recognition, the related
transaction costs are recorded in profit or loss, then subsequently measures at fair
value, and the gains or losses are recorded in profit or loss.

When the rights to collect dividends are established, the economic benefits related to
the dividends are likely to flow in, and when the dividends could be reliably measured,

the Company recognizes the dividend income in profit or loss.

Financial assets at fair value through other comprehensive income (“FVTOCI financial

assets”)

1.

Refers to the irrevocable choice made at initial recognition to report the changes in fair

value of non-trading purpose equity instrument investments in other comprehensive

income, or debt instrument investments that meet the following conditions :

(1) Hold the financial assets under the business model of holding for the purpose of
collecting contractual cash flows and for sale.

(2) The cash flows generated on the specified date are fully for payment of principal
and interests of outstanding principal.

Transaction date accounting is adopted for recording customary transactions of

FVTOCI financial assets.

FVTOCI financial assets are initially measured at fair value, plus transaction costs and

subsequently measured at fair value :

(1) The changes in fair value of equity instruments are recognized in other
comprehensive income. Upon de-recognition, the accumulated gains or losses
previously recognized in other comprehensive income may not be subsequently

reclassified to profit or loss, but should be transferred to retained earnings. When
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the right to receive dividends is established, the related economic benefits related
to the dividends is very likely to flow in, and the amount of dividends could be
reliably measured, the Company recognizes the dividend income in profit or
loss.

(2) The changes in fair value of debt instruments are recognized in other
comprehensive income. Upon de-recognition, the impairment losses, interest
income, foreign exchange gains or losses prior to de-recognition are recorded in
profit or loss, and the accumulated gains or losses previously recognized in other
comprehensive income are transferred from equity to profit or loss.

4.9 Financial assets measured at amortized cost

1. Refers to those meet the all of the following conditions -

(1) Hold the financial assets under the business model of holding for the purpose of
collecting contractual cash flows and for sale.

(2) The cash flows generated on the specified date are fully for payment of principal
and interests of outstanding principal.

2. Transaction date accounting is adopted for recording customary transactions financial
assets measured at amortized cost.

3. The Company initially measures the financial assets at fair value, plus transaction
costs and subsequently recognizes interest income during the outstanding period
using the effective interest method and amortization procedures, and impairment
losses are also recognized. Upon de-recognition, the gains and losses are recorded in
profit or loss.

4. The Company holds time deposits that are not considered cash equivalents. Since the
holding periods are short and the impacts of discount is not material, those deposits
are measured at their investment amounts.

4.10 Accounts and notes receivable

Refers to, according to contractual agreements, the unconditional receipt of right to the

consideration (accounts and notes receivable) for transferring goods or services. For

interest-free short-term accounts and notes receivable, since the effect of discounting is
immaterial, the Company initially recognizes them at invoice amounts.
4.11 Impairment of financial assets

On each balance sheet date, after considering all reasonable and reliable information

(including prospective ones), the Company measures loss allowances for the debt

instrument investments measured at FVTOCI, financial assets measured at amortized cost,

accounts receivable or contractual assets which comprise material financial components,
lease payments receivable, lending commitments, and financial guarantee contracts based
on 12-months projected credit loss amount for those without significant increase in credit
risk after initial recognition. As to those with significant increase in credit risk after initial
recognition, measures loss allowances based on the projected credit loss amount in the

existing period ; Regarding the accounts receivable or contractual assets which do not
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comprise material financial components, measures loss allowances based on the projected
credit loss amount in the existing period.
4.12 Derecognition of financial assets

The Company derecognizes a financial asset when one of the following conditions is meet -

1. The contractual rights to receive cash flows from the financial asset expire.

2. The contractual rights to receive cash flows from the financial asset have been
transferred and the Company has transferred substantially all risks and rewards of
ownership of the financial asset.

3. The Company neither retains nor transfers substantially all risks and rewards of
ownership of the financial asset; however, it has not retained control of the financial
asset.

4.13 Lease payments receivable / Operating lease (lessor)

1. Based on the terms of a lease contract, a lease is classified as a finance lease if the
lessee assumes substantially all the risks and rewards incidental to ownership of the
leased asset.

(1) At commencement of the lease term, the lessor should record a finance lease in
the balance sheet as ‘lease payments receivables’ at an amount equal to the net
investment in the lease (including initial direct costs). The difference between
the gross investment in the lease and the present value of the gross investment is
recognized as unearned finance income.

(2) The lessor should allocate finance income over the lease term on a systematic and
rational basis reflecting a constant periodic rate of return on the lessor’s net
investment in the finance lease.

(3) Lease payments relating to the lease period, excluding costs for services, are
applied against the gross investment in the lease to reduce both the principal and
the unearned finance income.

2. An operating lease is a lease other than a finance lease. For operating leases, lease
payments, net of any incentives given to the lessee, are recognized as an expense on a
straight-line basis over the lease term.

4.14 Inventories

Inventories, under a perpetual system, are measured at the lower of cost and net realizable

value. Cost is determined using the weighted average method. The cost of finished goods

and work in progress comprises raw materials, direct labour, other direct costs and related

production overheads (allocated based on normal operating capacity). It excludes

borrowing costs. The item-by-item approach is used in applying the lower of cost and net

realizable value. Net realizable value is the estimated selling price in the ordinary course of

business, less the estimated cost of completion and applicable variable selling expenses.
4.15 Subsidiaries and investments accounted for using the equity method

1. Subsidiaries are all entities (including structural entities) over which the Company has

control. When the Company is exposed to variable rewards from participation in the
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entity or has rights to the variable rewards and has power to influence the rewards
through its power over the entity, the Company controls the entity. Investments in
subsidiaries are recognized at cost and are accounted for using the equity method,
including the identified goodwill at the time of acquisition, after subtracting any
accumulated impairment loss occurred in subsequent assessments.

The Company’s share of its subsidiaries’ profit or loss after the date of acquisition is
recognized in the Company’s profit or loss, and its share of changes in the associate’s
other comprehensive income is recognized in the Company’s other comprehensive
income. When the Company’s share of losses of its subsidiaries equals or exceeds its
interest in the subsidiaries, the Company continues to recognize its share of losses.
Unrealized gains or losses on downstream transactions between the Company and its
subsidiaries are eliminated in the Parent Company Only Financial Statements. The
gains or losses generated from upstream or sidestream transactions are recognized in
the Parent Company Only Financial Statements within the scope that the Company’s
equity interests in the subsidiaries are not related. Accounting policies of subsidiaries
have been adjusted where necessary to ensure consistency with the policies adopted
by the Company.

When a subsidiary incurs changes in equity that does not related profit (loss) or other
comprehensive income and does not affect the Company’s ownership percentage in
the subsidiary, the Company records its share of the equity changes as “Capital
Surplus” proportionate to its ownership percentage.

When the Company’s changes of shareholding in a subsidiary does not lead to loss of
control (transaction with non-controlling interests), it is treated as equity transaction,
that is, transaction with shareholders. The amount of difference between the
adjustment amount in non-controlling interests and the fair value of the consideration
received or paid is directly recognized as equity.

Upon loss of control over a subsidiary, the Company remeasures any retained
investment in the former subsidiary at its fair value, which then becomes the initial
recognition cost of financial assets at fair value or investments in associates or joint
ventures. Any difference between the fair value and carrying amount is recognized in
profit or loss. For all the amounts previously recognized as other comprehensive
income and related to the subsidiary, the basis of accounting treatment is the same as
if the Company disposes of the related assets or liabilities. That is, if the gains or
losses previously recorded as other comprehensive income (loss) would be
reclassified to profit or loss upon disposal of the related assets or liabilities, then, upon
loss of control over the subsidiary, the gains or losses would be reclassified to profit or
loss from equity.

According to the “Regulations Governing the Preparation of Financial Reports by
Securities Issuers”, the current-period profit or loss, other comprehensive income and

shareholders’ equity in the Parent Company Only Financial Statements should be
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consistent with those allocated to the parent company shareholder in the financial

statements prepared based on consolidated basis.

4.16 Property, plant and equipment

1.

Property, plant and equipment are initially recorded at cost. Borrowing costs incurred
during the construction period are capitalized.

Subsequent costs are included in the asset’s carrying amount or recognized as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Company and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognized. All other
repair and maintenance is recognized in profit or loss as incurred.

Land is not depreciated. Other property, plant and equipment apply cost model and are
depreciated using the straight-line method to allocate their cost over their estimated
useful lives. If the various components of property, plant and equipment are
significant, they are depreciated individually.

The assets’ residual values, useful lives and depreciation methods are reviewed, and
adjusted if appropriate, at each end of reporting year. If expectations for the assets’
residual values and useful lives differ from previous estimates or the patterns of
consumption of the assets’ future economic benefits embodied in the assets have
changed significantly, any change is accounted for as a change in estimate under IAS
8, ‘Accounting Policies, Changes in Accounting Estimates and Errors’, from the date

of the change. The estimated useful lives of property, plant and equipment are as

follows -
Buildings 3 ~ 60 years
Machinery 3 ~ 15 years

Transportation equipment 5 ~ 15 years

Other equipment 2 ~ 50 years

An item of property, plant and equipment is derecognized upon disposal or when no
future economic benefits are expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognized in profit or loss.

Part of the Company’s depreciable assets in Guanyin Factory, Guishan Factory, and
Taipei Liaison Office, upon filing tax returns, were originally depreciated using the
Fixed Percentage on Declining Base Method ; However, due to the Company had
changed to average method in 1995, such change had been approved by
Northern-Area-National-Tax-Tao-Xian-Shen No. 84073136 Letter, dated August 1,
1995.

4.17 Lease agreements (lessee) — Right-of-use assets / Lease liabilities

1.

Leased assets are recorded as right-of-use assets and lease liabilities on the date when

available for use by the Company. When lease contracts are of short-term or leases for
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low-value lease assets, lease payments are recorded as expenses on straight-line basis
over the lease period.

2. Lease liabilities are initially measured at the present value of lease payments
(including fixed payments, substantial fixed payments, variable lease payments
determined by indices or fee rates, expected amount of payment by lessee under
residual-value guarantee, price of reasonably expected execution price for purchasing
the right-of-use asset, and expected termination penalty from execution of option to
terminate the lease by the lessee during the lease period, less the lease incentive
received). Lease liabilities are subsequently measured at amortized costs using the
effective interest method, and interest expenses are allocated among the lease periods.
If there is change in future lease payment due to change in assessment of lease period
and purchase option of underlying asset, change in expected amount of payment by
lessee under residual-value guarantee, or change in indices or fee rates used to
determine lease payments, the Company will re-measure the lease liabilities and
adjust the right-of-use assets accordingly.

3. Right-of-use assets are initially recognized at cost, including the initial measurement
amount of lease liabilities, then subsequently measured at the amount of costs.
Depreciation for right-of-use asset is recognized based on either the economic useful
life or the lease period, whichever is earlier. If the lease liabilities are re-assessed, then
adjust the remeasurement amount of the lease liabilities.

4.18 Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation

(including property under construction for such purposes) and include land held for a

currently undetermined future use. Investment properties are initially measured at cost,

including transaction costs, and subsequently measured at cost less accumulated
depreciation and accumulated impairment loss. Except for land, depreciation is recognized
using the straight-line method based on the estimated useful life. On de-recognition of an
investment property, the difference between the net disposal proceeds and the carrying
amount of the asset is recognized in profit or loss.

4.19 Intangible assets

Separately acquired intangible assets with finite useful lives are initially measured at cost

and subsequently measured at cost less accumulated amortization and accumulated

impairment loss. Amortization is recognized on a straight-line basis over the estimated
lives, and the estimated useful life and amortization method for an intangible asset are

reviewed at each financial year-end. Any change in estimates is accounted for on a

prospective basis. An intangible asset is derecognized upon disposal or when no future

economic benefits are expected to arise from the continued use of the asset. Any gain or
loss arising from the disposal of the assets is determined as the difference between the
disposal proceeds and the carrying amount of the asset and is recognized in profit or loss in

the period occurred.
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4.20 Impairment of non-financial assets

The Company assesses at the end of reporting period the recoverable amounts of those

assets where there is an indication that they are impaired. An impairment loss is recognized

for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and its value in
use. When the indication of impairment loss recognized in prior years for an asset other
than goodwill no longer exists, the impairment loss is reversed to the extent of the loss
previously recognized in profit or loss.

4.21 Borrowings

Borrowings are initially recognized at their fair value, less the transaction costs and

subsequently measured at the amortized cost adopting the effective interest method based

on any difference between the proceeds after subtracting the transaction costs and
redemption value during the borrowing period.
4.22 Accounts payable and notes payable

Accounts payable and notes payable are generated from acquisition of goods or services

from vendors in the ordinary course of business. They are initially recognized at fair value

and subsequently remeasured at amortized cost using the effective interest method. Interest
income is recognized by applying the effective interest rate, except for short-term payables
when the effect of discounting is immaterial and are subsequently measured at initially
invoiced amounts.

4.23 Financial liabilities at fair value through profit or loss (“FVTPL financial liabilities”)

1. Financial liabilities are initially designated as financial liabilities at fair value through
profit or loss (“FVTPL”). When financial liabilities meet one of the following
conditions, the Company will assign them as measured at fair value through profit or
loss upon initial recognition :

(1) They are hybrid (combined) contracts; or

(2) They eliminate or significantly reduce measurement or recognition
inconsistencies ; or

(3) They are managed and their performance is evaluated on a fair value basis, in
accordance with a documented risk management policy.

2. Financial liabilities at FVTPL are initially recognized at fair value. Related transaction
costs are expensed in profit or loss. These financial liabilities are subsequently
remeasured and stated at fair value, and any changes in the fair value of these financial
liabilities are recognized in profit or loss.

3. For the financial liabilities at FVTPL, when the changes in their fair value are
generated from credit risks, except for avoiding accounting mismatch, loan
commitments and financial guarantees that should be recorded in profit or loss, the

changes in their fair value are recorded in other comprehensive income.
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4.24 Non-hedging derivative instruments and embedded derivative instruments

1.

Non-hedging derivative instruments are measured at their fair value on the contract
signature date when initially recognized, recorded as financial assets or liabilities at
FVTPL and subsequently measured at fair value, with the gains or losses recognized
in profit or loss.

For embedded derivative instruments financial assets with mixed contracts, based on
the contractual terms at initial recognition, the mixed instruments as a whole are ether
classified as financial assets measured at FVTPL, FVTOCI, or amortized cost.

For embedded derivative instruments non-financial assets with mixed contracts, based
on the contractual terms at initial recognition, judgements are made to determine if the
embedded derivative instruments are closely related to the economical characters and
risk of the main contract and determine whether or not they should be treated
separately. When closely related, the mixed instruments as a whole, based on their
nature, are treated with proper respective standards. When not closely related, the
derivative instruments are treated as separate derivative instruments with the main
contract, and the main contract, based on its nature, is treated with proper respective
standards : or the derivative instruments and the main contract as a whole are

designated as financial assets or liabilities at FVTPL at initial recognition.

4.25 Provisions

Provisions are recognized when the Company has a present legal or constructive obligation

as a result of past events, and it is probable that an outflow of economic resources will be

required to settle the obligation and the amount of the obligation can be reliably estimated.

Provisions are measured at the present value of the expenditures expected to be required to

settle the obligation on the balance sheet date. The discount rate (or rates) shall be a pre-tax

rate (or rates) that reflect(s) current market assessments of the time value of money and the

risks specific to the liability. Where discounting is used, the carrying amount of a provision

increases in each period to reflect the passage of time. This increase is recognized as

interest expense. Provisions are not recognized for future operating losses.

4.26 Employee benefits

1.

Short-term employee benefits
Short-term employee benefits are measured at the undiscounted amount of the
benefits expected to be paid in respect of service rendered by employees in a period
and should be recognized as expenses in that period when the employees render their
services.
Pensions
(1) Defined contribution plans
For defined contribution plans, the contributions are recognized as pension
expenses when they are due on an accrual basis. Prepaid contributions are
recognized as an asset to the extent of a cash refund from the plan or a reduction

in future contributions to the plan.
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(2) Defined benefit plans
A. Netobligation under a defined benefit plan is defined as the present value of
an amount of pension benefits that employees will receive on retirement for
their services with the Company in current or prior period(s). The liability
recognized in the balance sheet in respect of defined benefit pension plans is
the present value of the defined benefit obligation at the balance sheet date
less the fair value of plan assets. The defined benefit net obligation is
estimated annually by independent actuaries using the projected unit credit
method. The discount rate used is determined by reference to market yields
at the end of the reporting period on high quality corporate bonds. For
currencies for which there is no deep market in such high-quality corporate
bonds, the market yields (at the end of the reporting period) on government
bonds denominated in that currency are used. The currency and term of the
corporate bonds or government bonds are consistent with the currency and
estimated term of the obligation.
B. Remeasurements of defined benefit plans are recognized in other
comprehensive income as incurred and are recorded as retained earnings.
C. Past-service costs are recognized immediately in profit or loss.
Termination benefits
Termination benefits are employee benefits provided in exchange for the termination
of an employee’s employment as a result of either the Company’s decision to
terminate an employee’s employment before the normal retirement date, or an
employee’s decision to accept an offer of benefits in exchange for the termination of
employment. The Company recognizes expense when it can no longer withdraw an
offer of termination benefits or when it recognizes related restructuring costs,
whichever is earlier. Benefits that are expected to be due more than 12 months after
balance sheet date are discounted to their present value.
Employees’ compensation and directors’ and supervisors’ remuneration
Employees’ compensation and directors’ and supervisors’ remuneration are
recognized as expenses and liabilities, provided that such recognition is required
under legal or constructive obligations and those amounts can be reliably estimated.
Any difference between the amount accrued and the amount actually distributed is

accounted for a change in accounting estimate.

4.27 Financial liabilities and equity instruments

1.

Classification as financial liabilities or equity instruments
Financial instruments issued by the Company are classified as either financial
liabilities or as equity in accordance with the substance of the contractual

arrangements and the definitions of a financial liability and an equity instrument.
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Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of
an entity after deducting all of its liabilities. Equity instruments issued by the
Company are recognized at the proceeds received, net of direct issue costs.

Financial liabilities

Financial liabilities other than those held for trading purposes and those designed as at
FVTPL are subsequently measured at amortized cost at the end of each reporting
period.

Derecognition of financial liabilities

The Company derecognizes financial liabilities when, and only when the Company's
obligations are discharged, cancelled or they expire. The difference between the
carrying amount of the financial liability derecognized and the consideration paid and
payable (including any non-cash assets transferred or liabilities assumed) is
recognized in profit or loss.

Offsetting financial assets and financial liabilities

Only when there is legally enforceable right allowing the amounts of recorded
financial assets and liabilities to offset with each other, and the parties intent to settle
on a net basis or to realize the assets and repay liabilities at the same time, so that the
financial assets and financial liabilities may offset against each other and presented

using net amounts in the balance sheets.

4.28 Share capital

Ordinary shares are classified as equity. The classification of preferred stocks is based on

the special rights entitled to preference shares based on the substance of the contract and

the definition of financial liabilities and equity instruments. If preferred stocks meet the

definition of a financial liability, they are classified as liabilities; otherwise, they are

classified as equity. Incremental costs directly attributable to the issue of new shares or

stock options are recognized in equity as a deduction from the proceeds.

4.29 Share-based payments

1.

For the equity-settled share-based payment arrangements, the employee services
received are measured at the fair value of the equity instruments granted at the grant
date and are recognized as compensation cost over the vesting period, with a
corresponding adjustment to equity. The fair value of the equity instruments granted
shall reflect the impact of market vesting conditions and non-market vesting
conditions. Compensation cost is subject to adjustment based on the service
conditions that are expected to be satisfied and the estimates of the number of equity
instruments that are expected to vest under the non-market vesting conditions at each
balance sheet date. And ultimately, the amount of compensation cost recognized is
based on the number of equity instruments that eventually vest.

For the cash-settled share-based payment arrangements, the employee services

received and the liability incurred are measured at the fair value of the liability to pay
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for those services, and are recognized as compensation cost and liability over the
vesting period. The fair value of the liability shall be remeasured at each balance sheet
date until settled at the settlement date, with any changes in fair value recognized in

profit or loss.

4.30 Income tax

1.

The tax expense for the period comprises current and deferred tax. Tax is recognized
in profit or loss, except to the extent that it relates to items recognized in other
comprehensive income or items recognized directly in equity, in which cases the tax is
recognized in other comprehensive income or equity.

The current income tax charge is calculated on the basis of the tax laws enacted or
substantively enacted at the balance sheet date in the countries where the Company
and its subsidiaries operate and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations in accordance with
applicable tax regulations. It establishes provisions where appropriate based on the
amounts expected to be paid to the tax authorities. An additional tax is levied on the
unappropriated retained earnings and is recorded as income tax expense in the year
the stockholders resolve to retain the earnings.

Deferred income tax is recognized, using the balance sheet liability method, on
temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the Parent Company Only balance sheet. However, the deferred
tax is not accounted for if it arises from initial recognition of goodwill or of an asset or
liability in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss. Deferred tax is
provided on temporary differences arising on investments in subsidiaries, except
where the timing of the reversal of the temporary difference is controlled by the
Company and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the balance sheet date and are expected to
apply when the related deferred tax asset is realized or the deferred tax liability is
settled.

Deferred income tax assets are recognized only to the extent that it is probable that
future taxable profit will be available against which the temporary differences can be
utilized. At each balance sheet date, unrecognized and recognized deferred income tax
assets are reassessed.

Current income tax assets and liabilities are offset and the net amount reported in the
balance sheet when there is a legally enforceable right to offset the recognized
amounts and there is an intention to settle on a net basis or realize the asset and settle
the liability simultaneously. Deferred income tax assets and liabilities are offset on the
balance sheet when the entity has the legally enforceable right to offset current tax

assets against current tax liabilities and they are levied by the same taxation authority
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on either the same entity or different entities that intend to settle on a net basis or

realize the asset and settle the liability simultaneously.

6. A deferred tax asset shall be recognized for the carryforward of unused tax credits

resulting from acquisitions of equipment or technology, research and development

expenditures and equity investments to the extent that it is possible that future taxable

profit will be available against which the unused tax credits can be utilized.

7. The difference between the Company’s income tax estimation in prior years and the

assessed adjustments by the tax authorities are recorded as income tax adjustment

items in the current period.

4.31 Revenue recognition

After the Company identifies the contractual obligations with the customers, the

transaction prices are allocated to the respective contractual obligations, and revenue is

recognized when the respective contractual obligations are fulfilled.

1. Sale of goods

(1)

2)

)

(4)

)

The Company manufactures and sells fiber and products related to petrochemical
materials. Revenue is recognized upon transferring control of the products to the
customers, that is, when the products are handed to the customers. The customers
have discretionary power over the sales channel and price, and, after the products
are handed to the customers, the Company does not have further unfulfilled
contractual obligation which may affect the acceptance of the products by the
customers. When the products are delivered to the designated location, the risk of
obsolete, outdated and loss of the products has been transferred to the customers,
and when the customers accept the products per sales contracts, or when there is
objective evidence proving all of the acceptance standards are satisfied, the
handover of the products have occurred.

Revenue from sale of fiber and products related to petrochemical materials is
recognized at net amount of the contract price, less the estimated discounts and
other similar allowances. The amount of Recognized revenue is limited to extent
that it is highly possible that it would not be materially reversed, and the
estimation is updated on each balance sheet date. The estimated discount payable
to customers and other similar allowance as of the balance sheet date are
recorded as refund liabilities.

The Company offers standard warranty for its sold products, bears the obligation
to refund for defects and recognizes provisions upon selling of the products.
Accounts receivable are recognized when the products are handed to the
customers, because from then on, the Company has un-conditional right to the
contact price, and it is just a matter of time to collect the consideration from the
customers. The unearned receipts before the goods arrive are recorded as
contractual liabilities.

The collection terms of the sales contracts that the Company signed with the

285



customers are consistent with those of the market normal practices. Therefore, it
is determined that the contracts do not contain material financial component. As
for the contracts where with the time span from transferring the committed
products or services to the collection of consideration within one year, the
material financial components are not adjusted to and the time value of currency
is not reflected on the transaction price.

(6) Although the incremental costs generated from the Company’s intent to obtain
contracts with the customers are expected to recover, due to that the contract
duration is shorter than one year, those costs are recorded as expenses when they
occur.

(7) When processing materials supplied by the customers, since the control of
ownership of the processed products is not transferred, no revenue is recognized
when the materials are delivered.

2. Provision of services
The Company’s provided services mainly consist of consigned processing services
for customers, and revenue is recognized when the committed services are transferred
to the customers (that is, when the customers obtain control over the assets) and when
there is no further obligation.
4.32 Government grants
Government grants are recognized at their fair value only when there is reasonable
assurance that the Company will comply with any conditions attached to the grants and the
grants will be received. Government grants are recognized in profit or loss on a systematic
basis over the periods in which the Company recognizes expenses for the related costs for
which the grants are intended to compensate. If the purpose of the grants is to provide the
Company with immediate financial support and without future related cost, then the grants
are recorded in profit or loss in the period when they are receivable. Government grants
related to property, plant and equipment are recognized as non-current liabilities and are
amortised to profit or loss over the estimated useful lives of the related assets using the

straight-line method.

5. Major Sources of Critical Accounting Judgments, Estimates and Uncertainties
Since the results of the Parent Company Only Financial Statements are affected by the
adopted accounting policies, accounting estimates, assumptions and other factors, when the
Company adopts the material accounting policies in Note 4, regarding information that
cannot be easily obtained from other sources and may lead to material misstatement in the
Parent Company Only Financial Statements, the management has to utilize appropriate
professional judgement, estimates, and assumptions. The Company’s estimates and the
related assumptions are the best estimates made according to the effective IFRSs endorsed

and issued by FSC. The estimates and assumptions based on historical experiences and other
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factors considered relevant, but the actual results may still differ from the estimates. The

Company continues to review these estimates and assumptions. If amendments to the

estimates affect only the current period, the amendment would only be recorded in the current

period ; If amendments to the estimates affect the current and future periods, then the

amendments would be recorded in the current and future periods.

5.1 Critical judgements in applying accounting policies

Except for judgements related to estimates (refer to 5.2 below), the following lists the most

significant judgements that were made by the management during the process of adopting

the accounting policies and have significant impacts on the recorded amounts in the

financial statements :

1.

Judgement made on the business model of classification of financial assets

Based on the reflected common administrative level for achieving specific business
goals by the groups of financial assets, the Company assesses the business models
where the financial assets belong. This assessment requires consideration for all
relevant evidence, including ways to measure performances of the assets, risks that
would affect performances, and the method to determine compensation to the related
managers, and utilization of judgments is also required. The Company continuously
evaluates if its judgements for the business model is appropriate or not and monitors
and understand if the disposals of the financial assets measured at amortized cost or
the debt instrument investments measured at FVTOCI are consistent with goals of the
business model. If it is discovered that the business model has been altered, the
Company would postpone the adjustment to the classification of the financial assets
acquired subsequently. The Company reclassifies the financial assets according to
IFRS 9.

Investment properties

The purpose for holding part of the real estate by the Company is either for earning
rentals or capital appreciation, including real estate held for undetermined purpose in
the future, while the rests are for self-use. When the respective parts may be sold
individually, and only when the self-use part is immaterial to the individual real estate,
the real estate would be classified under the category of investment property.
Operating lease commitment — when the Company is lessor

The Company had signed commercial rental contracts and rented out part of its
property sets. Based on the assessment on basic terms of the contacts, the Company
still retains material risks and rewards of the ownership rights of these properties and

has treated such contracts as operating leases.
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Lease period

When determining lease period, the Company considers all relevant facts and
conditions that generate economic incentives to exercise (or not to exercise) options,
including any anticipated changes to the facts or conditions from the starting date to
the execution date of the options. Factors considered include contractual terms and
conditions during the contractual period of the options, material leasehold
improvement conducted during the contractual period (or expected contractual
period), importance of the target assets to the Company’s operations, etc. When there
is material change in material event or condition within the Company’s controlling

scope, re-assess the lease period.

5.2 Critical accounting estimates and assumptions

The accounting estimates made by the Company are based on the reasonable expectation of

the future events under the condition of the specified dates, but the actual results may differ

from the estimates. The following describes the estimates and assumptions that may have

risks of material adjustments to the carrying assets and liability amounts in the next

financial year -

1.

Estimated impairment on financial assets

The assessment of impairment loss on accounts receivable is based on the Company’s
assumptions regarding default rate and expected loss ratio. The Company considers
past experience, current market condition and prospective information to make the
assumptions and choose the input value for the impairment loss assessment. For the
material assumptions and input value used, please refer to illustrations in Note 6.4 for
details. If the actual future cash flows are less than expected, material impairment loss
may occur. As of December 31, 2021 and 2020, the book value of the Company’s
receivables were $1,638,572 thousand and $1,289,182 thousand, respectively.
Valuation of inventories

As inventories are stated at the lower of cost and net realizable value; thus, the
Company estimates the net realizable value of inventory for obsolescence and
unmarketable items on balance sheet date due to the rapid technology changes and
writes down inventories to the net realizable value. Such valuation of inventories is
mainly based on the demand for the products within a specified period in the future.
Therefore, there might be material changes to the valuation. As of December 31,
2021 and 2020, the book value of the Company’s inventories were $2,233,256
thousand and $1,071,942 thousand, respectively (net of allowances for inventory
obsolete or valuation losses of $118,689 thousand and $69,338 thousand,

respectively).
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Procedures to measure fair value and valuation

When there is no market quotes in an active market for the assets and liabilities
measured at fair value, the Company, according to applicable laws and regulations or
its own judgement, determines whether or not to outsource the valuation work and
determine the proper fair-value valuation technique. If level one input value could not
be obtained when estimating the fair value, the Company refers to the financial
condition and operating results of the investees, most recent transaction prices, quotes
in inactive market for the same equity instrument, quotes for similar instruments in
active market, valuation multipliers for comparable companies and other information
and determine the input value. If, in the future, the actual changes in input value differ
from the expected value, changes in fair value may result. To monitor if the fair-value
measurement is appropriate or not, the Company periodically updates the various
input value based on market conditions. For illustrations to the fair-value valuation
technique and input value, please refer to Note 12.4 for details. As of December 31,
2021 and 2020, the book value of the Company’s investments in non-public stocks
were $246,998 thousand and $208,709 thousand, respectively.

Impairment assessment of investments accounted for using the equity method

The Company assesses the impairment of an investment accounted for using the
equity method once there is any indication that it might have been impaired and its
carrying amount cannot be recoverable. The Company assesses the recoverable
amounts of an investment accounted for using the equity method based on the present
value of the Company’s share of expected future cash flows of the investee or the
present value of expected cash dividends receivable from the investee and expected
future cash flows from disposal of the investment, analyzing the reasonableness of
related assumptions. As of December 31, 2021 and 2020, after careful assessment by
the Company, there was no material impairment loss.

Impairment assessment of tangible and intangible assets

In the course of impairment assessments, the Company determines, based on how
assets are utilized and relevant industrial characteristics, the useful lives of assets and
the future cash flows of a specific group of the assets. Changes in economic
circumstances or the Company’s strategy might result in material impairment of
assets in the future. As of December 31, 2021 and 2020, the recorded accumulated
impairment amount of the Company’s intangible assets were both $2,175 thousand.
Realizability of deferred tax assets

Deferred tax assets are recognized only to the extent that it is probable that future

taxable profits will be available against which the deferred tax asset can be utilized.
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The Company’s management assesses the realizability of deferred tax assets by
making critical accounting judgements and significant estimates of expected future
revenue growth rate and gross profit rate, the tax exemption period, available tax
credits, and tax planning, etc. Changes in global economic environment, industrial
environment, and laws and regulations might result in material adjustments to
deferred tax assets. As of December 31, 2021 and 2020, the Company recorded
$75,895 thousand and $128,793 thousand of deferred income tax assets,
respectively ; The non-recorded deferred income tax assets of the Company due to not
very likely to have taxable income were $0 and $54,640 thousand, respectively.
Calculation of net defined benefit obligation

When calculating the present value of defined pension obligations, the Company uses
judgments and actuarial assumptions to determine related estimates, including
discount rates and future salary increase rate. Changes in these assumptions may have
a significantly impact on the carrying amount of defined pension obligations. As of
December 31, 2021 and 2020, the book value of the Company’s net defined benefit
obligation were $103,778 thousand and $111,549 thousand, respectively.
Incremental borrowing interest rate of lessee

When determining the lessee’s incremental borrowing interest rate used for
discounting lease payments, the risk-free rate under the same currency and relevant
period is used as reference benchmark, along with consideration on the lessee’s credit

risk premium and specific lease adjustment (factors such as pledge of assets).
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6. Description of Significant Accounts

6.1 Cash and cash equivalents

Item December 31, 2021 December 31, 2020
Cash on hand and petty cash $ 1,989 $ 1, 983
Checking account 20,611 3, 386
Demand deposits 16, 185 30, 042
Foreign currency deposits 2, 363 3, 887
Total $ 41, 148 $ 39, 298

The Company has no cash and cash equivalents pledged to others.

6.2 FVTPL financial assets — current

[tem

December 31, 2021

December 31, 2020

Mandatorily measured at FVTPL

Listed stocks

Derivatives - forward exchange contract

Derivatives — foreign exchange swap

Total

$ 916, 083 $ 602, 967
- 207

24 -

$ 916, 107 $ 603, 174

1. Regarding details for the financial assets mandatorily measured at FVTPL (not

including derivative instruments), please refer to Note 13(1) (2)-3.

2. The net gain (loss) (not including derivative instruments) recorded in profit or loss in

2021 and 2020 were $253,761 thousand and $14,717 thousand.

3. The purpose for the Company to engage in transactions in derivative instruments is to

avoid risks on foreign-currency assets or liabilities due to exchange fluctuations,

however, without adopting hedge accounting. As of December 31,2021 and 2020, the

existing contract assets (liabilities) for the derivative instruments are as following :

Financial Instrument (]?Er};/esnecl}l/ Contract Amount Fair Value Contrg;tpli’re;[ii(:)(lil Until
(1) December 31, 2021 :
ffllytri‘;ﬂward exchange JPY/NTD  JPY107, 000/NTD27, 264 ($ 1, 526) 92022. 1. 21.
Foreign exchange USD/NTD  USD 3, 980/NTD110, 122 $ 24 2021 1. 10. ~
swap 2022. 1. 14.
(2) December 31, 2020 :
Buy forward exchange 2021.1.25. ~
JPY/NTD  JPY524, 000/NTD142,634 $ 207
contract 2021. 6. 25.

291



The recorded net loss in 2021 and 2020 due to the Company’s engagement in

derivative contractual transactions were $6,249 thousand and $1,124 thousand,

respectively.

4. The Company has no FVTPL financial assets - current pledged to others.

6.3 Notes receivable (including related parties)

Item December 31, 2021 December 31, 2018
Notes receivable $ 269, 770 $ 220, 967
Less : Allowance for losses - -
Subtotal 269, 770 220,967
Total notes receivable - related parties - 66
Less : Allowance for losses - -
Subtotal - 66
Net amount $ 269, 770 $ 221,033

1. All of the Company’s notes receivable are not overdue; the expected rate of credit loss is 0%.

2. The Company has no notes receivable pledged to others.

6.4 Accounts receivable (including related parties)

Item December 31, 2021 December 31, 2020

Accounts receivable $ 1, 283, 292 $ 961, 459
Less - Allowance for doubtful B B
receivables

Subtotal 1, 283, 292 961, 459
Accounts receivable - related parties 77,999 79, 169
Less : Allowance for losses - -
Subtotal 77,999 79, 169
Net amount $ 1, 361, 291 $ 1, 040, 628

1. The loss allowances (including related parties) for accounts receivable measured

according to the provision matrix are as following :
December 31, 2021

December 31, 2020

Allowance

Allowance

Aging Total amount for losses Net amount Total amount for losses Net amount
Not overdue $1,235,463 § - $1, 235, 463 $1, 025, 267 $ - $1, 025, 267
Overdue 1 ~ 30 days 119, 491 - 119, 491 9, 738 - 9, 738
Overdue 31 ~ 90 days 6, 025 - 6, 025 4, 628 - 4, 628
Overdue 91 ~ 180 days 244 - 244 927 - 927
Overdue 181 ~ 365 days - - - 68 - 68
Overdue over 365 days 68 - 68 - - -

Total $1,361,291  $ - $1, 361, 291 $1, 040, 628 $ - $1, 040, 628
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The above analysis is based on the number of days overdue.

The expected rate of credit loss for the above respective account aging intervals
(excluding abnormal receivables that are recognized 100%), Not overdue and
Overdue within 90 days : 0% ~ 5%, Overdue 90 ~ 365 days : 25% ~ 50%, Overdue 365
or more days : 100%. The risk of expected credit loss for the Company’s non-overdue
accounts receivable is very low ; For the part of overdue accounts receivable as of the
balance sheet date, after considering other credit enhancing guarantees, subsequent
receipts and offset conditions and other reasonable and verifiable information, the
Company determines that there is no material change in the credit quality, and there is
also no significant increase in credit risk after initial recognition. Therefore, the
Company’s management expects that such accounts receivable are not subjected to
material credit loss due to default from the transaction parties. Therefore, allowance
for losses was not adjusted.

2. The Company adopts the simplified method in applying IFRS 9 and recognizes

allowance for the uncollectable accounts based on the expected credit loss during the
existing period. The expected credit loss during the existing period is computed using
provision matrix, after considering the customer’s past defaulted records, history of
past receipts, condition of increase in deferred payments that exceed the average
credit period, the customer’s present financial condition, and changes and prospective
of observable country-wide or regional economic conditions and other prospective
considerations. Since the Company’s past credit loss experience shows that there was
no significant difference in the types of loss among the different groups of customers,
the provision matrix does not further distinguish these customer groups but only sets
the expected rate of credit loss based on number of overdue days of the accounts
receivable and actual conditions. The Company does not hold any collateral for the
accounts receivable.
If there is evidence shows that the transaction party has severe financial difficulties,
and the Company could not be reasonably expected to recover the amounts, the
Company would recognize 100% loss allowance or direct write off of the related
accounts receivable. However, the Company would still continue the collection
activities, and any recovered amount is recorded in profit or loss.

3. Movements of the allowance for losses (including related parties) : None

4. The Company has no accounts receivable (including related parties) pledged to others.
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6.5 Other receivables

Item December 31, 2021 December 31, 2020
Tax refund receivable $ 4,073 $ -
Discount receivable 1, 302 -
Government grants receivable 150 15,493
Investment proceeds receivable - 9, 557
Others 1, 986 2,471
Total $ 7,511 $ 27,521
6.6 Inventories
December 31, 2021 December 31, 2020
Item Cost Valuation Book value Cost Valuation Book value
allowance allowance
Raw ) $ 392,513 $ 25,458 $ 367,055 $ 213,644 $ 8, 085 $ 205,559
materials
Supplies 123, 937 302 123, 635 93, 857 40 93, 817
Work in 186, 993 6,186 180, 807 130, 879 5,070 125, 809
process
Finished 1, 338, 258 74, 330 1,263, 928 666, 091 53, 713 612, 378
goods
Finished
goods
purchased 49, 577 12, 413 37,164 25, 867 2,430 23, 437
from
outside
In-transit
raw 260, 667 - 260, 667 10, 942 - 10, 942
materials
Total $2, 351, 945 $ 118,689 $2, 233, 256 $1, 141, 280 $ 69,338 $1,071, 942
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1. Cost of goods sold and other operating costs :

Item 2021 2020
Cost of goods sold $ 9, 844, 547 $ 7,329, 285
Plus : Outsourced processing costs 27, 824 22, 561
Plus : Unallocated labor and overheads 109, 001 339, 182
Plus : Loss on scrapping of inventories 1,218 3,183
Plus : Loss on inventory counts, net 4 -
Plus : Loss on net realizable value of inventories 49, 351 -
Less : Gain on inventory counts, net - ( 205)
Less : Gain from price recovery of inventories - 91, 356)
Less © Scrap sales 40,525) ( 24, 031)
Recorded operating cost $ 9,991, 420 $ 7,578, 619

2. In the years 0f 2021 and 2020, the Company recorded $49,351 thousand and ($91,356)

thousand of loss on net realizable value (gain from price recovery) of inventories,

respectively, mainly due to price recovery of inventories and consumption of stock.

3. The Company has no inventories pledged to others.

6.7 Prepayments

[tem

December 31, 2021

December 31, 2020

Prepayments for materials
Prepaid insurance

Office supplies

Input VAT

Others

Total

$ 40, 761 $ 15, 069
571 628

282 281

o1l 461

5, 262 2,154

$ 47, 387 $ 18, 593
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6.8 FVTOCI financial assets — noncurrent

Item December 31, 2021 December 31, 2020
Domestic unlisted stocks
Lilyent Corp. $ 28, 812 $ 28, 812
Yen Hsing Textile Co., Ltd. 90, 090 90, 090
Yi Tong Fiber Co., Ltd. 19, 800 19, 800
Chu Sing Industrial Co., Ltd. 700 700
Ability I Venture Capital Corp. 14, 229 22,950
Ability Asia Capital Corp. 20,000 20, 000
Domestic limited partnership
Ability Asia Capital 11
Outstanding Transformation 13, 200 -
Growth Limited Partnership
Subtotal 186, 831 182, 352
Plus : Valuation adjustment 60, 167 26, 357
Net amount $ 246, 998 $ 208, 709

1. The Company’s investments in the above domestic unlisted stocks are not held for
short-term profit. The management thinks that if fluctuations in short-term fair value
of such investments are recorded in profit or loss, the accounting treatment would not
be consistent with the investment planning. Therefore, it is determined that these
investments are designated as measured at FVTOCI.

2. From January 1, 2021 to December 31, 2021, the Company made $13,200 thousand of
new equity investment in Ability Asia Capital II Outstanding Transformation Growth
Limited Partnership ; As of December 31, 2021, the Company had $13,200 thousand
of accumulated equity investment in the above limited partnership, which accounted
for 1.58% of the total subscription amount. The Company plans to make $40,000
thousand of total investment in the limited partnership.

3. Using June 10, 2021 as the base date, Ability I Venture Capital Corp. reduced its
capital by cash and cancelled 29,070 thousand shares of its common shares, totaled
$290,700 thousand, with capital reduction rate of 38%. 872 thousand shares held by
the Company were cancelled due to the capital reduction, and the returned capital was
$8,721 thousand.

4. Using July 21, 2020 as the base date, Ability I Venture Capital Corp. reduced its
capital by cash and cancelled 8,500 thousand shares of its common shares, totaled
$85,000 thousand, with capital reduction rate of 10%. 255 thousand shares held by the
Company were cancelled due to the capital reduction, and the returned capital was
$2,550 thousand.
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5. The Company’s investments in structural individual entities are limited partnership
equity interests in nature, therefore, there was no transaction quantity or unit
transaction price. In addition, the Company only bears the rights and obligations to the
extent of the scope of investment contracts and does not have significant influence
over those investments. Therefore, the largest risk exposure amounts as of the balance
sheet date were the book value of those investments.

6. In 2021 and 2020, the net gain (loss) due to fair-value fluctuations was $33,810
thousand and $12,248 thousand, respectively, and was recorded in other
comprehensive income and accumulated in other equity ; The amount directly
transferred to retained earnings from accumulated profit or loss from disposal of
investments was zero for both years.

7. None of the Company’s held FVTOCI financial assets is offered as collateral or
pledged to others.

6.9 Investments accounted for using the equity method

1. Subsidiary

December 31, 2021 December 31, 2020
Investee Book value Holding % Book value Holding %
ZIS Holding Co., Ltd. $ - 100% $ - 100%
Nicest Int'L Trading Corp. 17, 648 100% 16, 564 100%
Ding Sh(?ng Matgrial Technology 3. 561 100% 4, 828 100%
Corporation Limited
Total $ 21, 209 $ 21, 392

2. ZIS Holding Co., Ltd. is the Company’s 100% foreign investee company. The
Company invested 5,400 thousand shares of the company, USD1.00 per share, totaled
USD5,400 thousand. The investment had been approved by the Investment
Commission, MOEA with Jing-Shen-Er-Zi No. 091018941 Letter on August 1, 2002.

3. Nicest Int'L Trading Corp. is the Company’s 100% foreign investee company. The
Company’s invested 300 thousand shares of the company, USD1.00 per share, totaled
USD300 thousand. The investment had been approved by the Investment Commission,
MOEA with Jing-Shen-Er-Zi No. 10200461630 Letter on December 12, 2013.

4. The shares of profit (loss) and other comprehensive income from the subsidiaries
under equity method in 2021 and 2020 were evaluated and recognized according to
the audited financial statements of the investee companies in the respective periods.

5.The Company’s shares of profit (loss) and other comprehensive income from the

subsidiaries under equity method are as follows :
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2021 2020

- Share of profit Share of other Share of profit Share of other

Name of subsidiary (loss) comprehensive (loss) comprehensive
income (loss) income (loss)
ZIS Holding Co., Ltd. $ - 3 - 3 - 3 -
Nicest Int'L Trading Corp. 1,625 ( 135) 2,879 243

Ding Sheng Material Technology

Corporation Limited ( 77) 84 2,179 192
Total $ 868 (% 51) $ 5,058 $ 435

6. In 2021 and 2020, due to unrealized sales gains, the Company’s investment amounts
under equity method were adjusted and reduced by $1,370 thousand and $370
thousand, respectively; Due to realized sales gains, the Company’s investment
amounts under equity method were adjusted and increased by $370 thousand and
$624 thousand, respectively.

7. None of investments accounted for using the equity method held by the Company
were pledged to others.

8. For information regarding the Company’s subsidiaries, please refer to Note 4.3 of the
Company’s 2021 Consolidated Financial Statements.

9. As of December 31,2021 and 2020, the total asset, total liability and total equity of the
Company’s invested subsidiary ZIS Holding Co., Ltd. were all zero, and the
subsidiary did not have any income, expenses or losses during the above periods.
Therefore, the subsidiary is not included as a component entity in the Company’s
Consolidated Financial Statements.

10. For the Company’s investments in companies in Mainland China through ZIS Holding
Co., Ltd. and Nicest Int'L Trading Corp., please refer to Note 13.3 Disclosures of
Investments in Mainland China.

6.10 Property, plant and equipment

Item December 31, 2021 December 31, 2020

Land $ 1,786, 837 $ 1, 786, 837
Buildings 2,980, 375 2,939, 680
Machinery 9,379, 348 8,983, 012
Transportation equipment 80, 913 80, 624
Other equipment 335, 014 258, 297
Equipmer}t to be inspected and 64, 934 970, 825
construction in progress

Total cost 14, 627, 421 14, 319, 275
Less : Accumulated depreciation  ( 9,910, 208) ( 9, 581, 227)
Less: Accumulated impairment  ( 2,175) ( 2,175)
Net amount $ 4,715,038 $ 4,735, 873
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Transportation

Equipment to be
inspected and

Item Land Buildings Machinery equipment Other equipment construction in Total
progress
Cost -
Balance, January 1, 2021 $1, 786, 837 $2,939,680 $ 8,983,012 $ 80,624 $ 258,297 $ 270,825  $14,319,275
Additions - 3,219 25,792 2,061 17,555 166, 298 214, 925
Disposals - - ( 110, 809) ( 1, 897) ( 3, 222) - ( 115, 928)
Reclassification - 37, 476 481, 353 125 62,384 ( 372,189) 209, 149
Balance, December 31, 2021 $1, 786, 837 $2, 980, 375 $ 9,379, 348 $ 80,913 $ 335,014 $ 64,934 $14, 627, 421
Accumulated depreciation and
impairment :
Balance, January 1, 2021 $ - $1, 523, 869 $ 7,782,420 $ 75,122 $ 201, 991 $ - $ 9, 583, 402
Depreciation expense - 94,104 334,779 2,140 13, 446 - 444, 469
Disposals - - ( 110, 369) ( 1,897) ( 3,222) - ( 115, 488)
Reclassification - - - - - - _
Balance, December 31, 2021 $ - $1,617,973 $ 8,006, 830 $ 175,365 $ 212,215 $ - $ 9,912, 383
Equipment to be
Item Land Buildings Machinery Tr:gz}i):g:gfn Other equipment sgzgfr?:t?oinﬁl Total
progress
Cost :
Balance, January 1, 2020 $1, 786, 837 $2, 893, 263 $ 8,439,161 $ 81,781 $§ 249,745 $ 393,458 $13, 844, 245
Additions - 3, 457 17, 565 665 2,638 151, 386 175, 711
Disposals - ( 370) ( 7L, 777 ( 1,822) ( 2, 840) - ( 76, 809)
Reclassification - 43, 330 598, 063 - 8,754 (  274,019) 376, 128
Balance, December 31,2020  $1, 786, 837 $2,939,680 8,983,012 $ 80,624 $ 258,297 $ 270,825 814,319, 275
Accumulated depreciation and
impairment :
Balance, January 1, 2020 $ - $1, 429,907 $ 7,400, 761 $ 73,997 $ 192,855 $ - $ 9,097,520
Depreciation expense - 94, 254 452, 166 2,947 11,972 - 561, 339
Disposals - ( 292) ( 70,507) ( 1,822) ( 2,836) - ( 75, 457)
Reclassification - - - - - - -
Balance, December 31, 2020 $ - $1, 523, 869 $ 7,782,420 $ 75,122 $ 201,991 $ - $ 9,583, 402

Note : The net increase from reclassifications of inventories in 2021 and 2020 were

$17,844 thousand and $37,672 thousand, respectively ; reclassifications from
prepayments for equipment were $192,658 thousand and $338,456 thousand,

respectively ; Reclassifications to intangible assets were $1,353 thousand and

$0, respectively.

1. The Company’s property, plant and equipment are mainly for self-use.

2. Reconciliation between the additions of property, plant and equipment in the current

period and those in the statements of cash flows:

Item 2021 2020
Increase in property, plant and equipment $ 214, 925 $ 175,711
Plus : Decrease (increase) in payables for equipment 3, 089 ( 6,670)
Cash payment $ 218,014 $ 169, 041
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. The amount of capitalized borrowing cost and interest interval of property, plant and

equipment : None

. Material components of property, plant and equipment are depreciated at straight-line

method based on the following useful lives :
(1) Buildings
Main factory buildings ~ 20~60 years Warehouses and dorms ~ 10~60 years

Auxiliary buildings 5~60 years Electric water purification equip. 9~40 years
Others 5~50 years

(2) Machinery and equipment
Manufacturing equip. ~ 5~25 years  Auxiliary manufacturing equip. 3~21 years
Electric power equip. ~ 8~18 years  Air conditioner and boilers ~ 5~16 years
Auto-storage equip. 9~16 years

(3) Transportation equipment

For manufacturing 6~18 years For non-manufacturing 5~11 years
(4) Other equipment
Office equipment 3~21 years Others 7~25 years

. Since part of the Company’s machinery could not be utilized to its full capacity, the

expected future cash flows from the manufacturing machinery are reduced, which led
to its recoverable amount smaller than its book value. After careful assessment by the
Company, as of December 31, 2021 and 2020, the Company recorded $2,175

thousand of accumulated impairment loss on property, plant and equipment for both of

the years.
6. No property, plant and equipment held by the Company were pledged to others.
6.11 Leases
1. Right-of-use assets
Item December 31, 2021 December 31, 2020
Buildings $ 75, 711 $ 66, 780
Machinery equipment 34,717 34, 734
Total cost 110, 428 101, 514
Less: Accumulated depreciation  ( 36,383) ( 23,552)
Less : Accumulated impairment - -
Net amount $ 74, 045 $ 17, 962
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Machinery

Transportation

Item Buildings equipment equipment Total
Cost -
2021.01.01 balance $ 66,780 $ 34,734 $ - $ 101,514
Addition/Remeasurement 8, 931 ( 17) - 8,914
Disposal/Write-offs - - - -
December 31, 2021 balance $ 75,711 $ 34,717 $ - $ 110,428
Accumulated depreciation and
1mpairment -
2021.01.01 balance $ 9,689 $ 13,863 $ - $ 23,552
Depreciation expense 0, 878 6, 953 - 12, 831
Disposal/Write-offs - - - -
December 31, 2021 balance $ 15,567 $ 20,816 $ - $ 36,383
Item Buildings ﬁiﬁgiﬁ:z Tr:gz?;r;t:rtj:m Total
Cost -
2020.1.1 balance $ 66,780 $ 34,646 $ 8,453 $ 109, 879
Addition/Remeasurement - 88 ( 613) ( 525)
Disposal/Write-offs - - ( 7,840) ( 7, 840)
2020.12.31 balance $ 66,780 $ 34,734 $ - $ 101,514
Accumulated depreciation and
impairment :
2020.1.1 balance $ 4,498 $ 6,913 $ 1,691 $ 13,102
Depreciation expense 9, 191 6, 950 382 12,523
Disposal/Write-offs - - ( 2,073) ( 2,073)
2020.12.31 balance $ 9,689 $ 13,863 $ - $ 23,552

2. Lease liabilities

December 31, 2021

December 31, 2020

Item Current Noncurrent Current Noncurrent
Buildings $ 5,35 § 55901 $ 4,89 $ 52,965
Machinery equipment 7,610 7,084 7,551 14,114
Total $ 12,975 $ 62,985  § 12,446  § 67,079
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Machinery  Transportation

Item Buildings equipment equipment Total
Lease liabilities :
2021.01.01 balance $ 57,860 $ 21,665 $ - $ 79,525
Addition/Remeasurement 8, 931 ( 17) - 8,914
Disposal/Write-offs - - - -
Lease principal repayment ( 5,5625) ( 6, 954) - 12,479)
December 31, 2021 balance $ 61,266 $ 14,694 $ - $ 75,960
Item Buildings i/éiigimnzz Tr:SZ?pOIg:Ef n Total
Lease liabilities :
2020.1.1 balance $ 62,693 $ 28,488 $ 6,936 $ 98,117
Addition/Remeasurement - 88 ( 613) ( 525)
Disposal/Write-offs - - ( 5,806) ( 5, 806)
Lease principal repayment ( 4,833) ( 6,911) ( 517) (  12,261)
2020.12.31 balance $ 57,860 $ 21,665 $ - $ 79,525

(1) Lease periods and range of discount rates for lease liabilities are shown as below :
Expected lease

Ttem _period December 31,2021  December 31, 2020
(including
renewal rights)
Buildings 3~15 years 0.84%~1.42% 0.84%~1.42%
Machinery 5 years 1.00% 1.00%
equipment

(2) Maturity analysis for the Company’s lease liabilities :

Item December 31,2021  December 31, 2020
Within 1 year $ 13, 941 $ 13,425
Over 1 year but within 5 years 29, 221 34, 027
Over 5 years but within 10 years 27, 626 23, 839
Over 10 years but within 15 years 11, 050 14, 304
Over 15 years but within 20 years - -
Over 20 years - -
Undiscounted total lease payments $ 81, 838 $ 85,595

3. Material leasing activities and terms
(1) The Company leases buildings, machinery equipment and transportation
equipment, etc. Upon termination of the leases, the Company does not have
favorable renewal rights toward the target leased assets. Part of the leases are
attached with renewal rights upon maturities. Lease contracts are individually
negotiated with different terms and conditions, and the lease payments for part of

lease contracts may be adjusted according to Consumer Price Index. Except that
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the leased targets shall not be used as collaterals for borrowings, without consent
from the lessors, the Company shall not sublease or transfer all or part of the
leased targets. No other restriction applies.

(2) Option to extend leases
Part of the lease targets in the Company’s lease contract contain enforceable
option for the Company to extend the leases. Such clauses are general practices of
the lessors to enable the Company to have more flexibility in business operations
and use the assets more efficiently. When the Company determines the lease
periods, all facts and situations of economic incentives generated from exercising
the right to extend the leases are considered. When events occurred which
materially affect the assessment on the enforcement of extension option or
non-exercising of the termination option, the lease periods would be re-estimated.

4. Sublease -

The Company subleases part of its rights to use its rented space via operating lease,

and the rents were collected according to the to the contracts. Most of the lease

agreements can be extended at the end of the lease periods according to market prices.

During 2021 and 2020, the rental income from the subleases were both $96 thousand.

5. Other relevant information on leases

In 2021 and 2020, based on the operating lease contracts, the Company recorded

rental income of $74,751 thousand and $75,327 thousand, respectively, none of which

was gain from variable lease payments.

Regarding the Company’s agreements for leasing out investment properties under

operating lease, please refer to Note 6.12-6.

(1) Income and loss items related to lease contracts :

From January 1 to From January 1 to
December 31, 2021 December 31, 2020

Short-term lease expense $ - $ -

[tem

Low-value-assets lease expense - -

Expense on variable lease payments - -

Total $ - $ -
Interest expense on lease liabilities $ 1,105 $ 1,122
Gain (loss) generated from sale and $ B g B

leaseback transactions

Gain (loss) generated from $ B g 39
amendment of lease transactions
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The Company chooses to adopt exemption treatment for recording short-term
leases and low-value-assets liabilities that meet the criteria and does not record
right-of-use assets and lease liabilities for these leases.

(2) In 2021 and 2020, the total cash out flows were $13,584 thousand and $13,383
thousand, respectively.

(3) After careful assessment on the right-of-use assets, none of right-of-use assets
were impaired.

6.12 Investment properties

Item December 31, 2021 December 31, 2020
Land $ 283, 429 $ 583, 429
Land improvements 418, 746 418, 746
Investment properties under 3 631 B
construction ’
Subtotal 1, 005, 806 1,002, 175
Less : Accumulated depreciation  ( 362,136) ( 356, 990)
Less : Accumulated impairment - -
Net amount $ 643, 670 $ 645, 185
Land Investment
Item Land . an properties under Total
improvements .
construction
Cost :
Balance, January 1, 2021 $ 583,429 § 418,746  § - $1,002,175
Additions _ _ 3, 631 3, 631
Disposals _ _ _ _
Reclassification _ _ _ _
Balance, December 31,2021 ¢ 583 499§ 418,746  $ 3,631  $ 1,005,806
Depreciation and impairment :
Balance, January 1, 2021 $ _ $ 356, 990 $ _ $ 356, 990
Depreciation expense _ 5, 146 _ 5’ 146
Disposals _ _ _ _

Reclassification

Balance, December 31, 2021 $ - $ 362, 136 $ - $ 362, 136
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I tment
Land nvestmen

Item Land . properties under Total
improvements .
construction
Cost :
Balance, January 1, 2020 $ 583,429 $ 418,746 $ - $ 1,002,175
Additions - - - -
Disposals _ _ _ —
Reclassification _ _ — -
Balance, December 31, 2020 $ 583,429 $ 418,746 $ - $ 1,002,175
Depreciation and impairment :
Balance, January 1, 2020 $ _ $ 345,438 $ - $ 345,438
Depreciation expense — 11, 552 - 11, 552
Disposals - - - -
Reclassification - - - -
Balance, December 31, 2020 $ - $ 356,990 $ - $ 356,990

1. Amount and range of interest rates of capitalized borrowing cost of investment
properties : None
2. Rental income from investment properties and direct operating expenses arising from

investment property are shown below :

Item 2021 2020
Rental i.ncome from investment g 74568 g 75. 110
properties ’ ’
Direct operating expenses arising from
the investment properties that generated $ 12,503 $ 18, 745

rental income during the period

Direct operating expenses arising from
the investment properties that did not $ -
generate rental income during the period

&
|

3. The Company’s investment properties are located at Meishi Section of Yangmei
District in Taoyuan City, Chungxing Section of Pingzhen District in Taoyuan City and
Beigang Section of Dayuan District in Taoyuan City. Since those sections are located
in industrial area, the transactions in the comparable market are infrequent, and
reliable estimates of fair value are not available, the fair value could not be reliably
determined.

4. After careful assessment by the Company, the investment properties are not impaired.

5. All investment properties held by the Company were self-owned and not pledged to

others.
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6. Lease agreements — the Company as lessor
The lease contract periods of the Company’ leased out investment property (including
land, the attached improvements, etc.) range from 3~18 years, upon termination of the
leases, the lessors do not have favorable lease rights toward the leased assets. Rents
are collected according to the contracts, most of the lease contracts can be renewed
according to market prices upon termination of the leases and include clauses which
adjust rents according to market environment each year. The minimum collectable

amount of total lease payments in the future are as following :

Item December 31, 2021 December 31, 2020
1st year $ 76,416 $ 76,416
2nd year 28,076 76, 416
3rd year 18, 858 28,076
4th year 18, 948 18, 858
5th year 18, 948 18, 948
Over 5 years 224, 484 243, 432
Total $ 385, 730 $ 462, 146
6.13 Intangible assets
Item December 31, 2021 December 31, 2020
Cost of computer software $ 7,022 $ 6, 284
Less : Accumulated amortization  ( 4,889) ( B, 233)
Less : Accumulated impairment - -
Net amount $ 2,133 $ 1, 051
Item 2021 2020
Cost of computer software :
Beginning balance $ 6, 284 $ 7,207
Addition — from individual 907 6
Disposal / Write-off ( 1,522) ( 999)
Reclassification (Note) 1,353 -
Ending balance $ 7, 022 $ 6, 284
Accumulated amortization and
impairment :
Beginning balance $ 9, 233 $ 4, 343
Amortization expense 1,178 1,889
Disposal / Write-off ( 1,522) ( 999)
Reclassification - -
Ending balance $ 4, 889 $ 5, 233

Note : Net increased amount in reclassification was transferred from property, plant and
equipment.
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1. The amount of capitalized borrowing cost and interest interval of intangible assets :
None

2. The Company’s intangible assets are amortized at straight-line method based on the
following useful life :

Computer software 3 years

3. After careful assessment by the Company, the Company’s intangible assets are not
impaired.

4. No intangible assets held by the Company were pledged to others.

5. Amortization of intangible assets by function :
Item 2021 2020

Operating cost $ 335 $ 374

Operating expense

Sales expense -

Administration expense 779 1,515

R&D expense 64 -
Subtotal 843 1,515
Total $ 1,178 $ 1, 889

6.14 Guarantee deposits paid

Item December 31, 2021 December 31, 2020
Rental deposits - lessee $ 154 $ 154
Deposits for natural gas 22,572 24,021
Membership deposits 500 500
Others 104 124
Total $ 23, 330 $ 24,799

6.15 Other noncurrent assets — other

Item December 31, 2021 December 31, 2020
Long-term prepaid expenses $ 449 $ 1,094
Pallets 46, 753 31, 314
Total $ 47, 202 $ 32, 408
Item 2021 2020
Other noncurrent assets
Beginning balance $ 32,408 $ 37,693
Addition— from individual 40, 753 20, 845
Amortization expense ( 25,959) ( 26, 130)
Ending balance $ 47, 202 $ 32,408
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6.16 Short-term borrowings

Item December 31, 2021 December 31, 2020
Credit loans $ 1, 260, 000 $ 710, 000
Interest rates 0.52%~0.91% 0.52%~0. 89%

The Company issued promising notes by the amounts equal to the above loans to the

banks as collaterals for the short-term borrowing contracts.

6.17 Short-term notes and bills payable

Item December 31, 2021 December 31, 2020
Commercial paper $ 500, 000 $ 450, 000
Less : Unamortized discount ( 155) ( 66)
Net amount $ 499, 845 $ 449, 934
Interest rates 0. 58%~0. 69% 0. 39%~0. 60%

The commercial papers of the Company were issued with guarantees by the security

firms or banks, and promising notes by the amounts equal to the loans were issued as

collaterals for repayment of the loans.

6.18 Financial liabilities measured at fair value through profit or loss — current
Item December 31, 2021 December 31, 2020
Mandatorily measured at FVTPL

Derivative - foreign exchange swap contract $ 1, 526 $

Please refer to Note 6.2-3 for details.

6.19 Notes and accounts payable

The recorded notes and accounts payable are mainly from business operations. The
Company has an established financial risk management policy for ensuring all payables are

repaid within the credit deadlines agreed previously.
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6.20 Other payables

Item December 31, 2021 December 31, 2020
Payroll and bonus payable $ 185, 402 $ 132, 844
Employees compensation payable 21, 149 -
Dl prors 1,123 —
Interest payable 317 188
Insurance payable 15,003 13, 752
Transportation fees payable 8, 821 7,167
Utilities payable 45, 590 44, 395
Export fees payable 22,711 22, 340
Eerl(}),z;slzmg outsourcing fees 509 193
Professional service fees payable 1, 260 1, 160
Taxes payable 7,079 7,178
Sales tax payable 4,063 6, 424
Payables for equipment 34, 161 37, 250
Investment proceeds payable 10, 289 12, 485
Others payable 20, 649 18, 275
Total $ 408, 719 $ 303, 651
6.21 Provisions— current
Item December 31, 2021 December 31, 2020
Employee benefits — paid leaves $ 25,572 $ 24,573

1. Provisions for employee benefits — current are estimation of employees’ vested rights
for paid leaves. In most cases, sick leaves, maternity leaves or paternity leaves are
contingent in nature, which are determined by future events and not from accruals.
Therefore, such costs are recognized at the time when occurred.

2. Movement in provisions for employee benefits — current :

Item 2021 2020
Beginning balance $ 24,573 $ 25,163
Addition 25,720 24,584
Used amount ( 24,721) ( 25,174)
Reversal amount - -
Ending balance $ 25,572 $ 24,573

6.22 Other current liabilities — other

Item December 31, 2021 December 31, 2020

Receipts under custody $ 1, 604 $ 933
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6.23 Pension benefit plans

Item December 31,2021  December 31, 2020
Defined benefit plan $ 98, 383 $ 106, 415
Defined contribution plan 5, 395 5,134
Total $ 103, 778 $ 111, 549

1. Defined benefit plan
(1) The Company have a defined benefit pension plan in accordance with the Labor
Standards Law of the R.O.C. Pension benefits are based on the number of units
accrued (within 15 service years, 2 units are given for each year; 1 unit is given for
each year over 15 service years, and the overall accrued units is limited to 45) and
the average monthly salaries and wages of the last 6 months prior to retirement.
The Company contributes monthly an amount equal to 2.5% of the employees’
monthly salaries and wages to the retirement fund deposited in Bank of Taiwan,
the trustee, under the name of the independent retirement fund committee. Also,
the Company would assess the balance in the aforementioned labor pension
reserve account by the end of each year. If the account balance is not enough to
pay the pension to the labors expected to be qualified for retirement in the
following year, the Company will make contribution for the deficit by next March.

(2) Amounts recognized in the balance sheet are as follows :

Item December 31,2021  December 31, 2020
Present value of defined benefit obligations $ 108, 139 $ 119, 362
Fair value of plan assets ( 9, 756) ( 12,947)
Net defined benefit liability $ 98, 383 $ 106, 415
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(3) Movements in net defined benefit liabilities are as follows :

Item 2021 2020
Balance at January 1 $ 119, 362 $ 127, 809
Current service cost - -
Interest expense 475 956
Actuarial (gains) ( 2,406) 2, 383)
Remeasurements — actuarial loss (gain) :

Effect of change in demographic assumptions 423 |

Effect of change in financial assumptions ( 4,414) 5, 548

Experience adjustments 4, 605 4,422)
Paid benefits - 591)
Repayments (Note) ( 9, 906) 7, 556)
Balance at December 31 $ 108, 139 $ 119, 362

(4) Movements in fair value of plan assets are as follows :
Item 2021 2020
Balance at January 1 12, 947 $ 13, 826
Interest income 55 112
Remeasurements :

Return on plan assets in addition to net interest 176 538
Contribution by employer 6, 484 6, 618
Benefits paid from plan assets - ( 591)
Repayments from plan assets ( 9,906) ( 7, 556)
Balance at December 31 9, 756 $ 12, 947

(5) The amounts of defined benefit costs related to defined benefit plan recognized in

the statements of comprehensive are listed as follows :

Item 2021 2020
Current service cost $ - $ -
Interest expense of define benefit obligations 475 956
Loss (gain) on repayments ( 2,406) ( 2,383)
Interest income from plan ( 55) ( 112)
Recorded in loss (gain) ($ 1,986) (8 1,539)
Item 2021 2020
Remeasurements -
Effect of change in demographic assumptions $ 423 $ 1
Effect of change in financial assumptions ( 4, 414) 5, 548
Experience adjustments 4, 605 ( 4,422)
Return on plan assets in addition to net interest ~ ( 176) ( 538)
Recognized in other comprehensive loss $ 438 $ 589

(income)
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(6) The above net amounts of pension costs under defined benefit plan recognized in

profit or loss are shown by function as below :

Item 2021 2020
Operating cost ($ 1,733) (% 1,301)
Operating expense
Sales expense ( 66) ( 72)
Administration expense ( 150) ( 141)
R&D expense ( 37 ( 25)
Subtotal ( 203) ( 238)
Total ($ 1,986) (§ 1,539)

(7) The Company’s defined pension plan fund is managed by Bank of Taiwan within

the ratio and amount limits of management items regulated according to the

fund’s annual investment plan and in according with the items listed in Article 6 of

Regulations for Revenues, Expenditures, Safeguard and Utilization of the Labor
Retirement Fund (that is, “Deposit in domestic or foreign financial institutions”,
“Investment in domestic or foreign listed, over-the-counter, or private placement
equity securities” , “Investment in domestic or foreign real estate and its
securitization products”, etc.). The management of the fund is subjected to
supervision by the Labor Pension Fund Supervisory Committee. The annual
return distribution of the fund cannot be lower than the return from a 2-year time
deposit in the local bank. If there is deficiency, the difference should be made up
by the government. Since the Company does not have the right to participate in the
management of the fund, the Company is unable to disclose the fair-value
classification of the plan assets according to Paragraph 142 of IAS 19. For fair
value of the constituents of the total plan assets as of December 31, 2021 and 2020

please refer to the labor pension fund management reports published by the

government for the respective years.

(8) The present value of the Company’s defined benefit obligation was computed by

qualified actuary. The main actuarial assumptions used were as follows :

Item 2021 2020
Discount rate 0. 70% 0. 40%
Future salary increase rate 2. 00% 2. 00%
The weighted average duration of the 12 years 12 years

defined benefit obligation

Assumptions on future mortality experience are set based on the 6th Taiwan

Standard Ordinary Experience Mortality Table (TSO).

(9) Because of the defined benefit plans under the Labor Standards Law, the Company

is exposed to the following risks -
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A. Interest risk
A decrease in the government bond interest rate will increase the present value
of the defined benefit obligation; however, this will be partially offset by an
increase in the return on the debt investments of the plan assets.

B. Salary risk
The present value of the defined benefit obligation is calculated by reference to
the future salaries of plan participants. As such, an increase in the salary of the
plan participants will increase the present value of the defined benefit
obligation.

(10) Reasonably possible changes at December 31, 2021 and 2020 to one of the

relevant actuarial assumptions, holding other assumptions constant, would have

affected the defined benefit obligation by the amounts shown below :

Discount rate Future salary increase rate
0.25% 0.25% 0.25% 0.25%
Item . :
increase decrease increase decrease

December 31, 2021

Effects to present value of defined
benefit obligation ($ 3,207 § 3,345

December 31, 2020

Effects to present value of defined
benefit obligation ($ 3,729 § 3,89

$ 3,293 (§ 3,175)

$ 3,823 ($ 3,681)

The sensitivity analysis presented above may not be representative of the actual
change in the defined benefit obligation as it is unlikely that the change in
assumptions would occur in isolation of one another as some of the assumptions
may be correlated. In addition, in the aforementioned sensitivity analysis, the
present value of the defined benefit obligation by the end of reporting period was
computed using the Projected Unit Credit Method, which uses the same
measurement basis adopted the defined benefit liability listed in the balance sheet.
The methods and assumptions used for preparing the sensitivity analysis in this
period are the same as those of prior period.

(11) The contribution that the Company expects to make to its defined benefit pension
plans and payment in next year 2022 are $2,565 thousand and $1,237 thousand,
respectively.

2. Defined contribution plans

(1) The employee pension plan under the Labor Pension Act of the R.O.C. (the Act) is
a defined contribution plan applicable to employees holding R.O.C. citizenship.
Pursuant to the plan, the Company makes monthly contributions of 6% of each

individual employee’s salary or wage to employees’ pension accounts. The
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employees’ pensions, according to their respective pension accounts and
accumulated profit amount, will be paid in a lump sum amount or paid monthly.
That is, no addition statutory or presumed obligation to make additional payment.

(2) According to the above defined contribution plan, the Company had recorded
$31,256 thousand and $31,880 thousand of pension expense in 2021 and 2020,
respectively ; As of December 31, 2021 and 2020, according to the above defined
contribution plan, the Company had recognized $5,395 thousand and $5,134
thousand of net defined benefit liability, respectively.

(3) The above amounts of pension costs under defined contribution plan recognized in

profit or loss are shown by function as below :

Item 2021 2020
Operating cost $ 26, 275 $ 26, 862
Operating expense
Sales expense 1,649 1,611
Administration expense 2,088 2,051
R&D expense 1,244 1, 356
Subtotal 4, 981 5,018
Total $ 31, 256 $ 31, 880

(4) In 2021 and 2020, According to the defined contribution plan, the Company
recognized $103 thousand and $98 thousand, respectively, of pension cost for

expatriate employees, which was booked as other gains and losses.

6.24 Guarantee deposits received

Item December 31, 2021 December 31, 2020
Rental deposits — rent out $ 22,614 $ 22,614
Others 250 550
Total $ 23,164 $ 23,164
6.25 Share capital
Item December 31,2021  December 31, 2020
Authorized number of shares (thousands of 800, 000 800, 000
shares)
Authorized capital $ 8, 000,000 $ 8,000,000
Issued shares with proceeds fully received
(thousands of shares) 531, 688 550, 001
Raised capital $ 5, 316, 884 $ 5,500, 014

1. The par value of each issued common stock is NT$10, each share has 1 voting right
and right of receiving dividend.
2. The main reason for the change in the Company’s capital in this period was due to

cancellation of treasury shares, please refer to Note 6.29-2 ~ 4 for details.
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6.26 Capital surplus

Item December 31, 2021 December 31, 2020
Additional paid-in capital $ 210, 318 $ 316, 656
Surplus from treasury stock 188. 021 175. 460
transactions ’ ’
Uncollected overdue dividends 496 A1
by shareholders
Total $ 398, 835 $ 492, 157

According to the Company Act, in addition to offsetting against accumulated loss, when
a company does not have accumulated loss, the capital surplus from additional paid-in
capital in excess of par during stock issuance and from gifts received may be distributed
to shareholders in form of new shares or cash according to their respective shareholding
ratios. And according to the Securities and Exchange Act, when reinvest the above
capital surplus as additional capital, the total amount is limited to 10% of the received
capital. Unless when profit surplus is insufficient to offset loss, a company shall not
replenish with capital surplus. In addition, regarding uncollected overdue dividends,
since such capital surplus are different from the capital surplus as defined in Article 239

of Company Act in nature, they shall not be used for any purpose.

6.27 Retained earnings

1. Under the Company’s Articles of Incorporation, the current year’s earnings, if any,
shall first be used to pay all taxes and offset prior years’ operating losses and then 10%
of the remaining amount shall be set aside as legal reserve. The remainder, if any, to be
retained or to be appropriated shall be resolved by the stockholders at the
stockholders’ meeting.

2. The Company’s dividend policy is as following :
The Company shall consider changes in business environment, considers future
operating funds required from life cycles of various products and services and the
effects of tax rules, in the goal of sustaining stable dividend distributions, dividends
are distributed according to the set ratios under the corporate charter. After measuring
the required funds in future years, profitability, financial structure, and dilution effects
on shares, and other factors, the Board of Directors develops an appropriate ratio of
dividends in cash and in stocks and submits for approval at the shareholders’ meeting.
The Company would distribute cash dividends as priority. If there are major
investment plans or needs for improving financial structure, part of dividends would
be distributed in stocks. In order to avoid over-inflation of share capital and affect the
level of dividend distribution in future years, 0%~60% of the Company’s distributable

current-year earnings are appropriated as dividends.
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3. Except for covering accumulated deficit or issuing new stocks or cash to shareholders
in proportion to their share ownership, the legal reserve shall not be used for any other
purpose. The use of legal reserve for the issuance of stocks or cash to shareholders in
proportion to their share ownership is limited to the portion in excess of 25% of the
Company’s paid-in capital.

4. Upon earnings distribution, in accordance with Jin-Guan-Zheng-Fa-Zi Letter No.
1090150022, dated March 31, 2021 and regulations under “Q&A on Recording
Special Reserve After Adopting IFRSs”, the Company shall set aside or reverse
special reserve. When the net deduction item on other equity later is reversed, the
reversed amount could be included in the distributable earnings.

5. The appropriations of 2020 and 2019 earnings have been approved by the shareholders
in its meetings on July 23, 2021 and June 22, 2020, respectively. The appropriations

and dividends per share were as follows -

Appropriation of Earnings D1V1dend(sl\1;;g)s hare
Distribution item For Fiscal For Fiscal For Fiscal For Fiscal
Year 2020 Year 2019 Year 2020 Year 2019
Record legal reserve $ - 3 - - -
Record (reverse) special reserve - - - -
Cash dividends 53, 169 - $ 0.10 $ -

Stock dividends - _ — _

In addition, on July 23, 2021, the shareholders’ annual meeting passed a resolution to
distribute cash from additional paid-in capital — common share premium (NT$0.2 per
common share), totaled NT$106,338 thousand.
Information on the resolution of the Board of Directors' and shareholders' meetings
regarding the appropriation of earnings is available from the Market Observation Post
System on the website of the TWSE.

6. The appropriation of earnings for 2021 had been proposed by the Board of Directors
on March 11, 2022 (not yet been approved by the shareholders’ meeting), which
planned distribute cash dividend of NT$0.8 per share, totaled $425,351 thousand of

cash dividend.

6.28 Other equity item

Exchange Unrealized gains or
differences from losses for financial
Item . . Total
translation of foreign  assets measured at
operations FVTOCI
Balance, January 1, 2021 ($ 219) $ 26, 357 $ 26, 138
Directly Recognized as other equity B 33. 810 33. 810

adjustment items
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Transferred to profit or loss item - - -

Transferred to retained earnings - - -

Shares Recognized under equity B
method ( 51) ( 51)
Income tax related to other equity 3 3 3
items
Balance, December 31, 2021 ($ 270) $ 60, 167 $ h9, 897
Exchange Unrealized gains or
differences from losses for financial
Item . . Total
translation of foreign  assets measured at
operations FVTOCI
Balance, January 1, 2020 ($ 654) $ 14, 109 $ 13, 455
Directly Recognized as other equity 3
adjustment items 12,248 12,248
Transferred to profit or loss item - - -
Transferred to retained earnings - - -
Shares Recognized under equity B
method 435 435
Income tax related to other equity _ _ _
items
Balance, December 31, 2020 ($ 219) $ 26, 357 $ 26, 138
6.29 Treasury shares
1. Reason for redemption of shares and the changes are summarized as following :
January 1 to December 31, 2021
Beginning balance Increase in this period Decrease in this period Ending balance
Reason for redemption Number of Amount Number of Amount Number of Amount Number of Amount
shares shares shares shares

Maintain company credit 17 905 ¢ 160 576 1,008 $ 9,993 18,313  $ 170,569 - -

and shareholders’ rights

January 1 to December 31, 2020

Beginning balance Increase in this period Decrease in this period Ending balance
Reason for redemption Number of Amount Number of Amount Number of Amount Number of Amount
shares shares shares shares
Maintain company credit 3 $

and shareholders® rights - 79,067  $ 646,436 61,762  § 485, 860 17,3056 § 160,576

2. On March 20, 2020, the Board of Directors passed a resolution that, in order to
maintain company credit and the shareholders’ rights, from March 23, 2020 to May 22,
2020, the Company would buy back 60,000 thousand shares of the Company at
NT$3.41~NT$10.05 from the stock exchange market. In order to balance the market
trading mechanism and secure the overall shareholders’ rights, the treasury shares
were bought back in separate batches depending on changes in prices trading volume
of the shares. Considering that, during the buy-back period, the stock prices had been
stabilized, and the daily trading volume is not high, the buy-back plan was not fully

carried out, only 33,763 thousand shares were bought back from the stock exchange
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market, with buy-back cost totaled $239,692 thousand. The Company set June 24,
2020 as the base date for capital reduction, cancelled the purchased treasury shares
(totaled 33,763 thousand of common shares, with par value of NT$10 per share and
$337,630 thousand in total), with the related business registrations completed. Upon
cancellation of the treasury shares, the difference of carrying value of the treasury
shares over the par value of the cancelled shares, which totaled $97,938 thousand, was
recorded as Capital surplus — premium on treasury-share transactions.

. On August 18, 2020, the Board of Directors passed a resolution that, in order to
maintain company credit and the shareholders’ rights, from August 19, 2020 to
October 18, 2020, the Company would buy back 40,000 thousand shares of the
Company at NT$5.24 ~NT$10.72 from the stock exchange market. In order to
balance the market trading mechanism and secure the overall shareholders’ rights, the
treasury shares were bought back in separate batches depending on changes in prices
trading volume of the shares. Considering that, during the buy-back period, the stock
prices had been stabilized, and the daily trading volume is not high, the buy-back plan
was not fully carried out, only 27,999 thousand shares were bought back from the
stock exchange market, with buy-back cost totaled $246,168 thousand. The Company
set October 29, 2020 as the base date for capital reduction, cancelled the purchased
treasury shares (totaled 27,999 thousand of common shares, with par value of NT$10
per share and $279,990 thousand in total), with the related business registrations
completed. Upon cancellation of the treasury shares, the difference of carrying value
of the treasury shares over the par value of the cancelled shares, which totaled $33,822
thousand, was recorded as Capital surplus — premium on treasury-share transactions.
. On November 13, 2020, the Board of Directors passed a resolution that, in order to
maintain company credit and the shareholders’ rights, from November 16, 2020 to
January 12, 2021, the Company would buy back 30,000 thousand shares of the
Company at NT$6.04~NT$12.52 from the stock exchange market. As of December
31, 2021, 17,305 thousand treasury shares were bought back, with buy-back cost
totaled $160,576 thousand. In order to balance the market trading mechanism and
secure the overall shareholders’ rights, the treasury shares were bought back in
separate batches depending on changes in prices trading volume of the shares.
Considering that, during the buy-back period, the stock prices had been stabilized, and
the daily trading volume is not high, the buy-back plan was not fully carried out, only
18,313 thousand shares were bought back from the stock exchange market, with
buy-back cost totaled $170,569 thousand. The Company set January 20, 2021 as the

base date for capital reduction, cancelled the purchased treasury shares (totaled
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18,313 thousand of common shares, with par value of NT$10 per share and $183,130
thousand in total), with the related business registrations completed. Upon
cancellation of the treasury shares, the difference of carrying value of the treasury
shares over the par value of the cancelled shares, which totaled $12,561 thousand, was
recorded as Capital surplus — premium on treasury-share transactions.

5. According to Securities and Exchange Act, the Company shall not buy back more than
10% of its total outstanding shares ; The total dollar amount of buy-back shares shall
not exceed the summary of retained earnings, additional paid-in capital in excess of
par and realized capital surplus. The Company used the Board of Director resolution
date and met the regulations under Securities and Exchange Act.

6. According to Securities and Exchange Act, the purchased shares due to maintaining
the Company’s credit and the shareholders’ rights shall be cancelled and registration
filed within 6 months.

7. According to Securities and Exchange Act, the Company’s held treasury shares shall
not be pledged or entitled to receive dividends or voting rights, etc.

6.30 Operating revenue

Item 2021 2020
Revenue from contracts with customers
Sales revenue $ 11,168, 303 $ 7,623, 117
Service revenue 34, 669 25, 970
Net amount $ 11, 202, 972 $ 7, 649, 087

1. Breakdown of revenue from contracts with customers
The Company’s revenue comes from transfer of goods or services at certain points of
time. The revenue can be broken down into the following major types of goods and

services -
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Major types of goods and services 2021 2020

Sales revenue
Textured Yarn $ 3,976, 646 2,990, 979
Polyester Yarn 11, 644 27,065
Nylon fiber 1, 690, 481 1,284,970
Nylon grains 9, 129, 339 3,122,199
Composite materials 758,163 597, 418
Trading of raw materials 2,030 486
Subtotal 11, 168, 303 7,623, 117

Service revenue

Revenue from outsourced manufacturing 34, 669 29,970
Subtotal 34, 669 25, 970

Total $ 11,202, 972 7, 649, 087

2. Contract balance

The contractual assets and liabilities for the recorded revenue from contracts with

customers are as following :
Item

2021

2020

Contractual assets : None

Contractual liabilities - current

Sale of goods $ 54, 356 $ 79,767

(1) Material changes in contractual assets and liabilities

Changes in contract liabilities mainly come from timing difference when the
contractual obligations are fulfilled and when the customers make the payment.
As of December 31, 2021, the balance of contract liabilities decreased compared
to last year mainly because the prices of raw materials and products were at low
level, and the customers held purchases due to development of COVID-19
pandemic, which lead to decrease in the related contract liabilities from advance
receipts from customers.

(2) Beginning contractual liabilities that are recorded as revenue in this period :
Item 2021 2020

Beginning balance of contractual

Sale of goods $ 15, 291 $ 77,375

(3) Fulfilled contractual obligations in the previous period but with the related revenue

recorded in this period
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In 2021 and 2020, the Company did not have contractual obligations that were
fulfilled (or partly fulfilled) in the previous period. Nor there was any adjustment
made to the recorded current-period revenue due to changes in the transaction
prices or restrictions in recording variable consideration.

(4) Unfulfilled contracts with customers
As of December 31, 2021 and 2020, the Company does not have any unfulfilled
sales contracts with customers, the expected remaining periods for the existing

contracts are within one year and are expected to be fulfilled and recognized as

revenue within one year.

3. Assets related to contractual costs : None

6.31 Interest income

Item 2021 2020

Interest on bank deposits $ 16 38
6.32 Other income

Item 2021 2020
Dividends income $ 37, 059 22, 806
Rental income 74,751 15, 327
Subsidy income 98 150, 018
Income from scrap sales 14,374 10, 089
Income from sample sales 3, 522 3, 896
Lﬁ;ﬁ;gom recovery of packaging 2. 604 2. 859
Income from sale of renewable energy 14, 796 5, 593
Net income from water testing 5,799 5, 398
Others 2,083 3, 340
Total $ 155, 086 2179, 286
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6.33 Other gains and losses

6.34 Financial cost

Item 2021 2020
Net gains (losses) on financial liabilities $ 62, 183 $ 70, 570
at FVTPL
Gains (losses) on disposal of property,
plant and equipment ( 33) 1, 145)
Loss on disposal of investments 190, 076 ( 59, 646)
Net non-financial foreign currency
exchange gains (losses) ( 10,347)  ( 13,201)
Direct operating expenses of investment
properties ( 12,503) ( 18, 745)
Expatriate employee benefits ( 2,317) ( 2,067)
Depreciation of renewable energy ( 4,126) ( 1,695)
Gains from lease amendment - 39
Others ( 304) ( 695)
Total $ 222,629 ($ 22,585)
Item 2021 2020
Interest expense
Interest on borrowing from financial g 12. 194 g 9. 997
institutions ’ ’
Imputed interest on deposits 92 126
Interest on lease liabilities 1,105 1,122
Other 513 188
Subtotal 13,904 11, 363
Fees related to issuing CP 1, 091 504
Net financial foreign currency exchange
(gains) losses 4,149 ( 275)
Less : Capitalized amount - -
Total $ 19, 144 $ 11, 592
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6.35 Employee benefits, depreciation and amortization expense

2021 2020
By nature Operating costs 25;;2:5 Total Operating costs Sgggitsl:sg Total

Employee benefits

Salary $ 714,449 § 153,702 $ 868, 151 $ 650,812 $ 108,033 $ 758, 845

Labor and health 64, 496 12, 458 76, 954 62, 867 10, 675 73,542

Pension expense 24, 542 4,728 29, 270 25, 561 4,780 30, 341

dRi‘zgl‘tlgga“"“ o - 34,273 34,273 - 2, 600 2, 600

Other benefits 23, 712 25, 333 49, 045 19, 090 3, 586 22,676
Depreciation (Note) 437, 358 15, 816 453,174 556, 196 15,971 572,167
Amortization 25,417 1,720 27,137 25, 547 2,472 28,019
Total $1,289,974 $ 248,030 $1, 538, 004 $1,340,073 § 148,117 $1, 488, 190

Note : The depreciation expenses for renewable energy equipment (recorded in

property, plant and equipment) in 2021 and 2020 were $4,126 thousand and

$1,695, respectively, and recorded as non-operating income and expenses —

other ; The depreciation expenses of investment properties in 2021 and 2020

were $5,146 thousand and $11,552 thousand, respectively, and recorded as

non-operating income and expenses — other (direct operating expenses for

investment properties).

1. As of December 31, 2021 and 2020, the number of employees of the Company is

1,244 and 1,323, respectively, including average 6 directors who are not hired as

employees for both years, with counting basis consistent with that of employee

benefits.

2. In 2021 and 2020, the Company’s average employee benefit expenses were $827

thousand and $672 thousand, respectively ; the average employee salary expenses

were $701 thousand and $576 thousand, respectively, and the adjustment and changes

on the average employee salary expenses were 21.70% and (0.69%), respectively.

3. The Company has established an Audit Committee according to the ROC Securities

and Exchange Act, which is composed of all independent directors to replace

supervisors. Therefore, there is no compensation to supervisors.

4. The Company’s payroll compensation policies (including directors, managers and

employees) :

(1) Relationships among the payment policy, standards and structure for directors’

remuneration, business performance and future risks of the Company :

A. According to the Company’s corporate charter : Remunerations to the chairman

and directors are determined based on their degree of involvement in the
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Company’s business operations, duties assumed, while referencing to the peer
standards in the industry and the Company’s payroll evaluation regulations.

B. According to Article 26 of the Company’s corporate charter: If the Company has
profit in a year (that is, profit before deducting income tax, compensation to
employees and directors’ remuneration), the Company shall allocate not higher
than 3% of annual profits as directors’ and supervisors’ remuneration. The
remuneration plan is then proposed by the Remuneration Committee, passed by
the Board of Directors, and proposed to the shareholders’ meeting.

(2) Relationships among the payment policy, standards and structure for payments to

the general manager and deputy general manager(s), business performance and
future risks of the Company :
The compensation payable to the Company’s general manager and deputy general
manager(s) are determined according to their individual performances and the
overall contribution to the Company’s operations and by referencing to peer
standards in the industry. In addition, the Company’s future operating risks are
considered and, based on the Company’s payroll evaluation regulations, the
remuneration plan is proposed by the Remuneration Committee and passed by the
Board of Directors.

(3) Relationships among the payment policy, standards and structure for payments to
employees, business performance and future risks of the Company -

A. According to the related payroll payment regulations, compensation to the
Company’s employees are determined based on the individual performances,
contribution to the Company’s overall operation goals and by referencing to
peer standards in the industry. In addition, the Company’s future operating risks,
opportunities for various career developments are considered and via open and
transparent promotion mechanism, higher posts or salary compensation are
offered to bring the origination toward positive development and mutual
growth.

B. According to Article 26 of the Company’s corporate charter: If the Company has
profit in a year (that is, profit before deducting income tax, compensation to
employees and directors’ remuneration), the Company shall first allocate 2% of
annual profits as employees’ compensation. The remuneration plan is then
passed by the Board of Directors, and proposed to the shareholders’ meeting.

5. In accordance to the Company’s corporate charter, if the Company has profit in a year,
it shall first appropriate 2% as employees’ compensation and allocate not higher than

3% as directors’ and supervisors’ remuneration. But if the Company still has

accumulated losses, the profit shall first used to offset losses.
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6. Regarding estimation of the payable compensation to employees, directors and
supervisors, based on profitability in the current year, along with considerations on the
expected distribution amount, the upper and lower percentage limits under corporate
charter and other factors, the Company’s management estimates the compensation
according to the current-period profit amount before deducting income tax,
compensation to employees and directors’ remuneration. For 2021, the Company
estimates NT21,149 thousand of compensation to employees and NT$31,723
thousand of directors’ and supervisors’ remuneration. For 2020, since the Company
had net loss before tax, therefore, no compensation to employees or to directors’ and
supervisors’ remuneration were estimated. However, before the issuance date of these
financial statements and after resolution by the Board of Directors, if there is material
change in the distribution amount, the change would be adjusted in the current-year
expense ; If subsequently, the actual distribution amounts after the issuance date of
these financial statements are different from the above amounts, the difference would
be adjusted and treated as changes in accounting estimates in the next year.

7. On March 11, 2022 and March 26, 2021, the Company’s Board of Directors had
passed resolution to distribute NT$21,149 thousand and 0 of compensation to
employees for 2021 and 2020, respectively ; NT$31,723 thousand and 0 of
remuneration to directors and supervisors for 2021 and 2020, respectively. The
aforementioned distribution amounts are not different from those estimated in 2021
and 2020 financial statements, and the compensation and remuneration will be
distributed in cash.

8. Information on employees’ compensation and remuneration for directors and
supervisors of the Company as resolved by the meeting of Board of Directors is
available from the Market Observation Post System at the website of the TWSE.

6.36 Changes in liabilities from financing activities

Short-term Short-term notes g et Guarantee
Item b ) bl Lease liabilities deposit ved

orrowings payable eposits receive
Balance, January 1, 2021 $ 710,000 $ 449,934 $ 79, 525 $ 23, 164
Net changes in financing cash flows 550, 000 50,000 ( 12, 479) -
Noncash changes — lease B 3 3 914 3
addition/remeasurement ’
Noncash changes — lease ~ 89) B 3
disposal/write-offs
Balance, December 31, 2021 $ 1,260,000 $ 499, 845 $ 75, 960 $ 23,164
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Ttem Ehort—t.erm Short-term notes Lease liabilities Gl}aranteg
orrowings payable deposits received
Balance, January 1, 2021 $ 1,184,000 $ - $ 98, 117 $ 23, 664
Net changes in financing cash flows ( 474, 000) 450,000 ( 12,261) ( 500)
Noggash changes — lease B I 525) B
addition/remeasurement
ncash changes — |
I(;Ii(;p(c)aslzsil/v(s:/r?[eigoefsfs o B -« 5, 806) -
Noncash changes - note discounts - ( 66) - -
Balance, December 31, 2021 $ 710,000 $ 449,934 $ 79,525  $ 23,164
6.37 Income tax
1. Components of income tax expense:
(1) Income tax expense recognized in profit or loss
Item 2021 2020
Current income tax $ 31, 505 $ -
Deferred income tax expense (benefit)
Initial occurrence and reversals of temporarily differences 52, 986 2,981
Net (increase) decrease in deferred income tax 52, 986 2,981
Adjustments in respect of prior years - 2,042
Income tax expense (benefit) recognized in profit or loss $ 84,491 $ 5, 023
(2) Income tax expense recognized in other comprehensive income :
Item 2021 2020
Deferred income tax
Re-measurement of defined benefit plan ($ 88) ($ 118)
Income tax expense (benefit) recognized in other (% 88)  ($ 118)

comprehensive income
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2. Reconciliation between accounting profit and income tax expense recorded in profit or

loss -
Item 2021 2020

Income (loss) before tax for continuing operations $ 1,004, 568 ($ 35, 092)
Income tax expense (benefit) at the statutory tax rate 200,914 ( 7,019)
Income tax effects from adjustment items :

Items excluded when determining taxable income ( 44,994) ( 36, 058)

Additional tax under minimum tax system 4,013 -

Additional income tax on unappropriated earnings - -

Operating loss carryforward generated - 43,077

Operating loss carryforward used ( 119, 220) -

Investment deduction utilized ( 9,208) -
Income tax payable in the current period 31, 505 -
Net (increase) decrease in deferred income tax 52, 986 2,981
Income tax adjustments for prior years - 2,042
Income tax expense (benefit) recorded in profitor loss ~ $ 84,491 $ 5, 023

The applicable income tax rate for the Company in 2021 was 20%.

3. Income tax assets (liabilities)

Item December 31, 2021

December 31, 2020

Income tax assets in the current
period

Prepaid income tax $

Income tax liabilities in the

current period

Income tax expense payable for g
the current period

Less : Offset by prepaid (

income tax

31,505

2)

Total $

31,503
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4. Balance of deferred income tax assets (liabilities)

2021
Other
Item January 1 Profit or loss comprehensive December 31
income
Deferred income tax assets

Loss on market price decline
and obsolete/ slow-moving $ 13,868 $ 9,870 $ - $ 23, 738
inventories
Unrealized exchange loss 364 ( 361) - 3
Accrued vacation pays 4,914 200 - 0,114
Defined benefit obligation
plan 21,283 ( 1,694) 88 19, 677
Different treatments on
depreciation between 22,718 4,210 - 26, 928
financial and tax
Impairment loss on tangible 3 3
assets 435 435
Operating loss carryover B B
(Note) 65,211 ( 65, 211)

Total $ 128,793 ( 52, 986) 88 § 75, 895

Deferred tax liabilities

Reserve for Land Value _ _
Increment Tax $ 137, 395 $ $ $ 137, 395

Total $ 137,39 - - $ 137,3%
Net increase (decrease) ($ 52,986) $ 88
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2020

Other
Item January 1 Profit or loss comprehensive December 31
income
Deferred income tax assets

Loss on market price decline
and obsolete/ slow-moving $ 32,139 (3 18,271) $ - $ 13, 868
inventories
Unrealized exchange loss 1,580 ( 1,216) - 364
Accrued vacation pays 5,032 ( 118) - 4,914
Defined benefit obligation
plan 22,797 ( 1,632) 118 21, 283
Different treatments on
depreciation between 4, 378 18, 340 - 22,718
financial and tax
Impairment loss on tangible 3 _
assets 435 435
Operating loss carryover 3
(Note) 65,295 ( 84) 65, 211

Total $ 131,656 ( 2,981) 118 § 128,793

Deferred tax liabilities

Reserve for Land Value
Increment Tax 3 137,395 $ - 3 - 3 137,395

Total $ 137,39 - - $ 137,39
Net increase (decrease) ($ 2,981) $ 118

Note : Operating loss carryover recorded in profit or loss is the amount generated/used in the current
period, adjustments on changes in estimates from prior years and newly added/reversed
deferred income tax assets that are not recorded, etc.

5. Deferred income tax assets of the Company that were not recorded and not quite likely
to realize
Item December 31, 2021 December 31, 2020

Deferred income tax assets

Operating loss carryover $ - $ 54, 640

6. Unrecognized deferred tax liabilities related to investments
The temporary differences related to the Company’s investments are not recognized
because the Company can control timing to reverse those temporary differences, and it
is very likely that those temporary differences would not be reversed in foreseeable
future. Therefore, no deferred income tax liability was recorded. As of December 31,
2021 and 2020, the un-recognized taxable temporary differences related to
investments were $1,753 thousand and $1,536, respectively.

7. The Company’s income tax returns through 2019 had been assessed and approved by

the Tax Authority.
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8. Since 2021 earnings distribution condition is still uncertain, therefore, additional
income tax on 2021 undistributed earnings could not be reliabily determined.
6.38 Earnings per share

The Company’s basic earnings per share is computed using the current-period net
income (loss), divided by the weighted average number of outstanding common
shares ; The new shares from capital increases from un-distributed earnings or capital
surplus are retrospectively computed.

If the Company may choose to distribute employees compensation with either stocks or
cash, then the diluted earnings per share, assuming the compensation is distributed in
stocks, is computed using the potential additional shares which would dilute the
weighted average number of outstanding common shares. When determining the number
of shares issued for employees compensation in the next year, the potential dilution

effects are continuously considered.

2021 2020
Weighted Weighted
average Basic earnings Averase - Basic earnings
number of number of
After-tax h per share, After-tax h per share,
amount Snares after tax (in amount Shares after tax (in
outstanding dollars) outstanding dollars)
for the period for the period
(in thousands) (in thousands)
Basic earnings (loss) per
share :
Net income (loss) $ 920, 077 531,718  $ .73 ($ 40,115) 577,795  ($ 0.07)
Dilution effects from
potential common shares
Compensation to employees - 1, 286
Diluted earnings per share :
Net income attributed to
common shareholders
Effects from potential $ 920, 077 533,004 § 173

common shares
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7. Related Party Transactions

1.  Parent company and the ultimate controlling party

The Company is itself the ultimate controlling party.

2. Name of related party and relationship
Name of related party

Relationship with the Company

Yen Hsing Textile Co., Ltd.

ZIS Holding Co., Ltd.
Nicest Int'L Trading Corp.
Ding Sheng Material Technology Corporation Limited
Suzhou Hongsheng Trading Co., Ltd.
Ding Sheng Material Technology Corporation

Su, Liao Hsiu Chin and 2 other individuals

All directors, general manager and vice general
managers

3. Significant transactions with related parties

1. Operating revenue

Company that key management has
significant influence

Subsidiary of the Company
Subsidiary of the Company
Subsidiary of the Company
Subsidiary of the Company
Subsidiary of the Company
Substantial related party

Key management

Related party category 2021 2020
Qompany ‘Fhat key management has g 9265. 355 g 9240. 853
significant influence ’ ’
Subsidiary 80, 924 7,272
Total $ 346, 279 $ 318, 125

The transaction prices and sales terms of goods sold to the Company’s related parties are

similar to those of ordinary non-related parties.

2. Purchases

Related party category 2021 2020
Cpmpany t'hat key management has g 1.083 g 1. 437
significant influence ’ ’
Subsidiary 76 70
Total $ 1, 159 $ 1,507

The transaction prices and purchase terms of goods purchased from the Company’s

related parties are similar to those of ordinary non-related parties.

3. Lease agreement (lessee)

(1) Right-of-use assets

Related party category December 31, 2021 December 31, 2020
‘Su,'L'lao Hsiu Chin and 2 other g 35. 479 g 33, 284
individuals

331



(2) Lease liabilities — current

Related party category December 31, 2021 December 31, 2020
‘Su,'L'lao Hsiu Chin and 2 other g 2. 784 g 2,382
individuals

(3) Lease liabilities —noncurrent

Related party category December 31, 2021 December 31, 2020
‘Su,'L'lao Hsiu Chin and 2 other g 33. 363 g 31, 360
individuals

(4) Interest expense

Related party category 2021 2020

Su, Liao Hsiu Chin and 2 other
individuals

$ 552 $ 512

(5) In 2021 and 2020, the total amount of rents that the Company had paid to Su, Liao
Hsiu Chin and 2 other individuals were $3,298 thousand and $2,861 thousand,
respectively.

(6) Lease contracts and the rents were determined based on mutual agreements
according to the market prices, and post-dated notes were issued and cashed for
the rents over to the lease period.

4. Lease agree (lessor)

Rental income
Lessee/Related party category 2021 2020
Subsidiary $ 96 $ 96

The above rental income is from the Company’s lease of its office to its related party; the
rent of the lease contract is computed and determined by both sides based on general
market standard.

5. Claims and debts between the Company and the related parties (all interest free) :

(1) Notes receivable

Related party category December 31, 2021 December 31, 2020
Subsidiary $ - $ 66

(2) Accounts receivable

Related party category December 31, 2021 December 31, 2020
Company that key management has
significant influence 3 41, 820 3 45, 496
Subsidiary 36, 179 33,673
Total $ 77,999 $ 79, 169
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(3) Accounts payable

Related party category December 31, 2021 December 31, 2020
Company that key management has
significant influence $ 82 8 195
(4) Other payables
Related party category December 31, 2021 December 31, 2020
Subsidiary $ 70 $ 4
6. Others
Item Related party category 2021 2020
Sale of defect products Company that key management has $ 697 $ 583
significant influence
Sale of R&D samples  Subsidiary 4,308 2,544
Cons,.lgned management Subsidiary 7 10
fees income
Sales processing fees  Subsidiary 147 96
Purchase of leftover Company that key management has 1161 1.399

yarn and empty tubes  significant influence

4.  Key management compensation
Item 2021 2020

Salaries and other short-term g 87. 350 g 30, 929
employee benefits

Termination benefits - -
Post-employment benefits 40 4
Other long-term benefits - -
Share-based payments - -

Total $ 87,390 $ 31,003

8. Pledged Assets : None.

9. Significant Contingent Liabilities and Unrecognized Contract Commitments
1. Endorsements and guarantees : None
2. Guarantee notes issued
As of December 31, 2021 and 2020, due to entering of comprehensive credit contracts, the
Company had issued $800,000 thousand of guarantee notes to the financial institutions for

both of the years.
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10.

11.

12.

3. Guarantee notes received
To ensure collectability for contracts signed, equipment warranty and guarantees for sales
contracts, the Company received guarantee notes of $576,045 thousand and $562,548
thousand as of December 31, 2021 and 2020, respectively.

4. The unused letters of credit as of December 31, 2021 and 2020 are as follows : (Units :
thousand dollars)

Date Balances of issued yet unused letters of credit

December 31,2021 NTD394,000 ~ EUR609 ~ USD14,694
December 31,2020 NTD426,000 ~ EURS559 ~ USD9,274 ~ JPY 524,000

5. Capital expenditures committed but not yet paid as of December 31, 2021 and 2020 were
NTD29,900 thousand, and NTD111, 387 thousand.

Significant Disaster Losses : None
Significant Subsequent Events : None.
Others

12.1 Explanation for seasonal or periodical interim operations
The Company’s operations are not affected by seasonal or periodical factors.

12.2 Capital risk management

The Company conducts capital management to sustain a robust capital basis and, by
maintaining the most appropriate balances of debts and equity, maximizes return to
shareholders. By periodically reviewing and measuring the related costs, risks and rate of
return, ensure good profit level and financial ratios. When necessary, via various financing
ways, balance the overall capital structure to afford various capital expenditures, operating

funds, repayment of debts and dividends, and other needs.
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12.3 Financial instruments

1. Types of financial instruments
Financial assets December 31, 2021 December 31, 2020

Financial assets measured at FVTPL
Mandatorily measured at FVTPL $ 916,107  $ 603, 174

Financial assets measured at FVTOCI

Investments in equity instruments 246, 998 208, 709
Financial assets measured at amortized cost

Cash and cash equivalents 41, 148 39, 298

Notes and accounts receivable (including related parties) 1,631, 061 1, 261, 661

Other receivables 7,511 27, 521

Refundable deposits 23, 330 24,799

Financial liabilities December 31, 2021 December 31, 2020

Financial liabilities measured at FVTPL

Mandatorily measured at FVTPL 1,526 -
Financial liabilities measured at amortized cost

Short-term borrowings 1, 260, 000 710, 000

Short-term notes payable 499, 845 449, 934

Notes and accounts payable (including related parties) 842,000 478, 132

Other payables (including related parties) 408, 789 303, 655

Lease liabilities — current and noncurrent 75, 960 79, 525

Guarantee deposits received 23, 164 23,164

2. Financial risk management policies

The Company’s daily activities are exposed to a variety of financial risks, including
market risk (including foreign exchange risk, interest rate risk and price risk), credit
risk, and liquidity risk. In order to reduce the related financial risks, the Company’s
overall risk management strategy focuses on identifying, assessment and avoiding
uncertainties of markets in order to mitigate potential adverse effects on the
Company’s financial performance from market fluctuations.

The Company’s material financial activities are reviewed and approved by the Board
of Directors in accordance with relevant requirements and internal control mechanism,
which requires the Company to comply with its financial operating policies and
procedures that provide guiding principles for the overall financial risk management

and accountability and separation of duties.
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3. Nature and degree of material financial risks
(1) Market Risk

The market risks of the Company are risks of fluctuations of fair value or cash

flows from changes in market prices of financial instruments. Market risk includes

foreign exchange risk, interest rate risk and price risk.

A. Foreign exchange risk

The Company engages in businesses that involve several non-functional
currencies (the functional currency of the Company is New Taiwan Dollars),
therefore, the Company is affected by fluctuations in exchange rates. The
foreign-currency assets and liabilities subjected to significant impacts from

fluctuations in exchange rates are as following :

December 31, 2021 December 31, 2020
. . Foreign . InNTD Foreign . InNTD
(Foreign currency : C functional functional
. urrency Currency
functional currency) currency currency
Financial assets
Monetary items
USD : NTD $ 18, 406 27. 68 $ 509,478 $ 16, 542 28.48 $ 471,116
CNY : NTD 4,234 4. 3440 18, 392 3,496 4. 3770 15, 302
Financial liabilities
Monetary items
USD : NTD 11,238 27. 68 311, 068 5,772 28.48 164, 387

Note : Non-monetary assets in foreign currency measured at historical exchange
rates on the transaction dates are not disclosed since those assets does not
have significant impact on the Parent Company Only Financial
Statements.

The Company’s sensitivity analysis of foreign currency risk focuses on the

major foreign monetary and non-monetary items on the reporting date and their

foreign exchange effects on the Company’s profit or loss and equity. When the
foreign exchange rates appreciate/depreciate by 1%, the Company’s net income
in 2021 and 2020 would increase/decrease by $1,734 thousand and $2,576
thousand, respectively. 1% is the sensitivity ratio used for the Company’s
internal reporting on foreign exchange risks to key management, it also
represents the management’s assessment on the reasonable range of potential

changes in foreign exchange rates.
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The unrealized net exchange gain (loss) arising from significant foreign
exchange movement on the monetary items held by the Company for 2021 and
2020 amounted to $15 thousand and $1,819 thousand, respectively. Due to
complexity and large volume of transaction in foreign currencies, the unrealized
exchange gain (loss) is expressed in summarized amounts.
B. Interest rate risk
Interest rate risk is the risk of fluctuations in fair value of financial instruments
or in future cash flows due to changes in market interest rates. The Company’s
interest rate risk mainly comes from borrowings with floating interest rates.
However, part of the risks are offset by the held cash and cash equivalents with
floating interest rates. Since the Company regularly assess the trend of change
in interest rates and would make timely responses, material risk from changes in
market interest rates is not expected to occur. If the borrowing interest rate is
increased/decreased by 10 basis points, given other factors remain constant, the
Company’s net income will decrease/increase by $1,284 thousand and $993
thousand for 2021 and 2020, respectively.
C. Price risk
The Company is exposed to the price risk of equity instruments since the
investments held by the Company are classified either as financial assets
measured at FVTPL or at FVTOCI. In order to manage the price risk of equity
instruments, the Company diversifies its investment portfolios, with the
diversification methods based on the limits set by the Company. The prices of
financial assets measured at FVTPL or at FVTOCI invested by the Company
would be affected by uncertainties of future value of the investment targets. If the
prices of these financial instruments had increased/decreased by 1% with all other
variables held constant, the after-tax profit for 2021 and 2020 would have
increased/decreased by $9,146 thousand and $6,032 thousand, respectively ;
Equity would have increased/decreased by $2,470 thousand and $2,087,

respectively.

(2) Credit risk
Credit risk refers to the risk that counterparty will default on its contractual
obligations resulting in financial loss to the Company. The Company is exposed
to credit risk from operating activities (primarily accounts and notes receivables)
and from financing activities (primarily bank deposits and various financial
instruments). Business-related credit risk and financial credit-related risks are

managed separately.
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A. Business-related credit risk -
In order to manage credit risk of customers, the business units follow the
Company’s policies and procedures for customer credit risk. Credit-risk
evaluation for all customers is performed by overall consideration on the
customer’s financial condition, ratings made by credit organizations, historical
transaction experience, present economic conditions, the Company’s internal
rating standards and other factors. In addition, the Company may also use credit
enhancement tools (such as advance sales receipts) in proper time to lower
credit risks of certain customers.

B. Financial credit risk :
The Company 's finance department manages credit risks of bank deposits and
other financial instruments according to company policies. Since the
Company’s transaction counterparties are determined by internal control
procedures and are creditworthy banks and investment grade or higher-level
financial institutions, company organizations, etc. which do not have significant
risk of contract default, therefore, there is no significant financial credit risk.

C. Credit risk information for receivables
The Company adopts the presumptions under IFRS 9. When an account is
overdue over 30 days based on the agreed contractual payment terms, the credit
risk of the financial asset is considered to have significantly increased after
initial recognition ; When overdue over 365 days based on the agreed
contractual payment terms, or when the debtor is unlikely to fulfill its credit
obligation and fully pays to the Company, the Company regards default has
occurred to the financial asset.
In order to reduce credit risks, the management of the Company has designated
a dedicated team responsible for determining the credit line, credit approval,
and other supervision procedures, to ensure appropriate actions have been made
to recover the overdue accounts. Besides, on each balance sheet date, the
Company had reviewed the recoverable amount for each account to ensure that
appropriate impairment loss had been recorded. For aging analysis and loss
allowance of accounts receivable, please refer to illustrations in Note 6.3 and
6.4.
The Company’s major credit risks are centered on the top 10 customers of the
Company. As of December 31, 2021 and 2020, the above customers account for
39.02% and 45.90% of the Company’s total accounts receivables (including

related parties), respectively.
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D. Exposure to credit risk
The Company conducts business with financial intuitions with good credit, and
the Company diversifies the credit risk by doing business with several financial
institutions, therefore, the expected rate of default is quite low ; The Company
makes sales only to approved third parties with good credit, granting credit lines
according to established procedures, continue to understand the credit condition
of the customers, periodically assess the possibility of recovering the accounts
and recognize sufficient loss allowance. The management considers that the
credit risk of the Company’s receivables is not overly centered. Therefore, the
maximum exposure amounts of the Company’s cash and cash equivalent,
receivables, and other financial assets as of the balance sheet date are the same

as their book value.

December 31, 2021 December 31, 2020
Carrvin Maximum amount Carrvin Maximum amount
Financial instruments ymng exposed to credit Tyme exposed to credit
amount . amount .
risk risk
Cash and cash $ 41,148 $ 41,148 $ 39,208 § 39, 298
equivalents
Notes receivable
(including related 269, 770 269, 770 221, 033 221,033
parties)
Accounts receivable
(including related 1, 361, 291 1, 361, 291 1, 040, 628 1, 040, 628
parties)
Other receivables 7,511 7,511 27,521 27,521
(3) Liquidity risk

Liquidity risk refers to risk of unable to liquidate by the expected time. The
Company manages funds, achieves objectives of utilizing funds flexibly and
maintaining funds mainly through borrowing from financial institutions, cash and
cash equivalents and other tools, etc. The capital of the Company and operating
funds are sufficient to fulfill all contractual obligations, therefore, there is no
liquidity risk due to unable to acquire sufficient fund to fulfill contractual
obligations.

The following schedule summarizes the Company’s non-derivative financial
liabilities and derivative financial liabilities traded based on net amount or gross
amount, grouped according to the respective expiration dates and prepared
according to the earliest possible requested repayment dates and the undiscounted
cash flows. The Company does not expect significant early expiration or deviation
of the actual cash flows. Regarding cash flows for interest payments that are

subjected to floating interest rates, the undiscounted interest amounts are derived
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from the projected curve of yield rates on the balance sheet date. Therefore, the
amounts of non-derivative financial liabilities subjected to floating interest rates
would change due to the difference between the estimated interest rates on the
balance sheet date and the actual floating rates. Regarding maturity analysis on

lease liabilities, please refer to Note 6.12-2(2).

December 31, 2021

Contractual cash

Item Within 6 months  6-12 months 1-2 years 2-5 years Over 5 years Carrying amount

flows
Non-derivative financial liabilities
Short-term borrowings $ 914,464 $ 351,240 § - % - % - $1,265,704  $1,260, 000
Short-term notes payable 500, 000 - - - - 500, 000 499, 845
Notes payable 217, 877 - - - - 217, 877 217, 877
Accounts payable (including related parties) 624, 123 - - - - 624, 123 624, 123
Other payables (including related parties) 408, 789 - - - - 408, 789 408, 789
Derivative financial liabilities
Foreign exchange forward contract :
Outflows 1,526 - - - - 1,526 1,526

December 31, 2021

Contractual cash

Item Within 6 months  6-12 months 1-2 years 2-5 years Over 5 years Carrying amount

flows

Non-derivative financial liabilities
Short-term borrowings $ 711,921 $ -3 - $ - % - $ 711,921 $ 710,000
Short-term notes and bills payable 450, 000 - - - - 450, 000 449, 934
Notes payable 106, 683 - - - - 106, 683 106, 683
Accounts payable (including related parties) 371, 449 - - - - 371, 449 371, 449
Other payables (including related parties) 303, 655 - - - - 303, 655 303, 655

12.4 Fair value information
1. Fair value levels :

Based on observable degrees, the valuation methods used to measure the fair value of
financial and nonfinancial instruments may be classified into the following 1~3
levels :
Level 1 : Quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date.
Level 2 : Inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (i.e. price) or indirectly (i.e. inferred from
price).
Level 3 : Refers to valuation methods that derive fair value of assets or liabilities based

on input parameters from unobservable market data (unobservable parameters).

340



2. Financial instruments that are not measured at fair value

The book value of the Company’s financial instruments that are not measured at fair

value (including cash and cash equivalents, notes and accounts receivable (including

related parties), other receivables (including related parties), other financial assets —

current, short-term borrowings, short-term notes payable, notes and accounts payable

(including related parties), other payables (including related parties), etc.)

approximates their fair value ; The affect due to whether or not the expected cash flows

from refundable deposits or guarantee deposits received are discounted is not material,

therefore, their book value provides a reasonable basis for estimating their fair value.

3. Regarding the financial and non-financial instruments that are measured at fair value

as of December 31, 2021 and 2020, the Company classifies the assets and liabilities

based on their nature, characteristics, level of risks and fair value :

December 31, 2021

Financial and non-financial instruments Level 1 Level 2 Level 3 Total
Assets -
Recurring fair value
FVTPL financial assets - current
Listed stocks $ 916, 083 $ - $ - $ 916, 083
Derivative instruments — forward exchange B 94 B 94
contracts
Financial assets measured at FVTOCI —
noncurrent
Non-listed stocks and limited partnership - - 246, 998 246, 998
Total $ 916, 083 $ 24 $ 246, 998 $1,163,105
Liabilities :
Recurring fair value
Financial liabilities at FVTPL - current
Derivatives — foreign exchange swap contracts ~ § - $ 1,526 $ - $ 1,526
December 31, 2020
Financial and non-financial instruments Level 1 Level 2 Level 3 Total
Assets -
Recurring fair value
FVTPL financial assets - current
Listed stocks $ 602,967 $ - $ - $ 602,967
Derivative instruments — forward exchange B 9207 B 9207
contracts
Financial assets measured at FVTOCI —
noncurrent
Non-listed stocks - - 208, 709 208, 709
Total $ 602, 967 $ 207 $ 208, 709 $ 811, 883
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4. The methods and assumptions used for measure fair values

The fair value of financial and non-financial instruments refers to the transaction

amount with voluntary parties (not by force or by means of liquidation). The methods

and assumptions used by the Company when estimating fair value of financial and
non-financial instruments are as follows :

(1) Regarding financial instruments with standard terms and condition and are traded
in active markets, their fair value are determined using the quoted prices in their
respective markets. For, listed securities, the closing prices are used as fair value.

(2) Except for above financial instruments with active markets, the fair values of other
financial instruments are determined by using valuation techniques or by
reference to quotes from counterparty. The fair values of financial instruments
determined by using valuation techniques can be referred to current fair values of
instruments with similar terms and characteristics in substance, discounted cash
flow method or other valuation methods, including by applying model using
market information available on the Parent Company Only balance sheet date. The
Company adopts valuation methods and model that are widely accepted by market
participants, the inputs used by such valuation model for financial instruments are
generally observable market information, and the forward exchange contracts are
generally valued at the forward exchange rates at the present time.

(3) Regarding financial instruments with higher complexity, the Company measures
the fair value based the valuation methods and techniques widely used by peers in
the same industry and self-developed valuation models. Part of the parameters
used by such types of valuation models is not based on observable information in
the market, and the Company has to make appropriate estimation-based
assumptions. The fair value of the Company’s held non-listed stocks are estimated
either by market approach or asset approach and valuations is made by referencing
to similar companies, third-party quotes, net value of the companies, and
operating conditions. The major material unobservable input value is liquidity
discount. For the effects to the valuation for financial instruments from parameters
that are not observable in the market, please refer illustrations in Note 12.4-10.

(4) The output of the valuation model is the computed approximate value, and the
valuation technique may not be able to reflect all relevant factors of the
Company’s held financial and non-financial instruments. Therefore, the estimated
value of the valuation model would be properly adjusted based on additional
parameters, such as model risk or liquidity risk. Based on the Company’s
management policy for fair-value valuation model and the related controlling

procedures, the valuation adjustments are appropriate and necessary. The price
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information and parameters used during the valuation procedures are assessed

carefully and are properly adjusted based the current market conditions.

(5) The Company takes into account adjustments for credit risks to measure the fair
value of financial and non-financial instruments to reflect credit risk of the

counterparty and the Company’s credit quality.

5. Transfer between Level 1 and Level 2 of the fair value hierarchy in 2021 and 2020 :
None
6. Changes in level 3 financial instruments for 2021 and 2020

Non-derivative equity instruments — unlisted stocks

Item
2021 2020

Beginning balance $ 208, 709 $ 199, 011
Acquisition in this period 13, 200 -
Disposition in this period - -
Funds 'retu.rned‘ from capital ( 8.721) ( 2.550)
reduction in this period

Transfer into (out from) Level 3 - -
Recognized in cher 33, 810 12, 248
comprehensive income

Ending balance $ 246, 998 $ 208, 709

7. In 2021 and 2020, the Company did not have fair value transferred in or out from
Level 3.

8. According to the Company’s valuation procedures for Level 3 fair value classification,
the Company’s accounting department, along with outside professional appraisal
institutions, share the work to independently verify the fair value of the financial
instruments. The valuation works include using independent source data to make the
valuation result close to the market condition and confirming independence and
reliability of the data source, consistency with other resources, and representing
execution price. The required input value and data are periodically updated, and any
other necessary fair value adjustments are made to ensure reasonable valuation

results.
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9. Mlustrations for quantified information of material unobservable input value and

sensitivity analysis for changes in material unobservable input value for Level 3 fair

value measurement items are as following :

Material R Relationship
. . ange .
ltem Fair value as of Valuation unobservable (weighted between input
December 31, 2021 technique input value value and fair
average) value
Non-derivative
equity instruments :
D higher liquidation
Un-listed stocks $ 195, 389 Market quuldatlon 25% discount, lower
approach discount .
fair value results
Venture
capital stocks Asset
and limted o1, 609 approach NA NA NA
partnership
Total $ 246, 998
Material R Relationship
. . ange .
ltem Fair value as of Valuapon unobservable (weighted between input
December 31,2020  technique  input value value and fair
average) value
Non-derivative
equity instruments :
L higher liquidation
Un-listed stocks $ 164, 215 Market L1qu1dat10n 25% discount, lower
approach discount .
fair value results
Venture Asset
capital stocks 44, 494 approach NA NA NA
Total $ 208, 709
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10. After careful selection of valuation model and the parameters, the Company considers
that the fair value measurements are reasonable. But when different valuation model
or the parameters are used, the valuation results may be different. Regarding the
financial assets and liabilities classified as Level 3, if there is change in the valuation
parameters, then the affects to the current-period profit and other comprehensive

income would be as following *
2021

Recognized in other

Recognized in profit or loss o
comprehensive income

Item Input value Change Favorable Unfavorable  Favorable = Unfavorable
change change change change
Non-derivative equity
instruments :
. Liquidation o 3 3 3
Un-listed stocks discount +1% $ $ $ ($ 2,617
1% % - 8 - § 2,617 § -
2020
Recognized in profit or loss Recogngd 1n.0ther
comprehensive income
Item Input value Change Favorable Unfavorable  Favorable = Unfavorable
change change change change
Non-derivative equity
instruments -
Un-listed stocks Liﬁlsléiitrll?n +1% $ - $ - % - (§ 2,186)
-1%  $ - 3 - % 2,18 % -
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13. Supplementary disclosures

(1) Information on significant transactions, and (2) Information on investees
1. Loans to others : None;

2. Endorsements and guarantees provided to others : None;
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3. Marketable securities held at the end of the period (excluding investments in subsidiaries, associates and joint ventures)

Unit : Thousand shares/units (unless specified otherwise) :

Relationship with th i As of December 31, 2021
Securities held by Marketable securities clahonsiip With the securthes General ledger account Number of o .
issuer shares Book value |Ownership (%)| Fair value
Z1G HENG
INDUSTRIAL CO., Stock IFORMOSA PLASTICS CORPORATION — IFinancial assets measured at FVTPL - current 592 $ 50,557 0.01 $ 50,557
LTD.
FormosaAChemlcals And Fibre — Financial assets measured at FVTPL - current 200 16,160 - 16,160
Corporation
Shinkong Synthetic Fibers Corporation — Financial assets measured at FVTPL - current 599 12,099 0.04 12,099
TAINAN SPINNING CO., LTD. — IFinancial assets measured at FVTPL - current 707 18,064 0.04 18,064
YT JINN INDUSTRIAL CO., LTD. — Financial assets measured at FVTPL - current 6,610 129,225 2.19 129,225
IDE LICACY INDUSTRIAL CO., LTD. — IFinancial assets measured at FVTPL - current 3,565 55,978 0.93 55,978
ECLAT TEXTILE CO., LTD. — Financial assets measured at FVTPL - current 251 158,145 0.09 158,145
INANTEX INDUSTRY CO., LTD. — Financial assets measured at FVTPL - current 700 59,640 0.14 59,640
INANYA TECHNOLOGY . .
CORPORATION — Financial assets measured at FVTPL - current 200 15,620 0.01 15,620
EVERGREEN MARINE . .
CORPORATION (TAIWAN) LTD. — Financial assets measured at FVTPL - current 1,250 178,125 0.02 178,125
'YANG MING MARINE TRANSPORT . .
CORPORATION — Financial assets measured at FVTPL - current 1,250 151,250 0.04 151,250
CHINA AIRLINES LTD. — Financial assets measured at FVTPL - current 1,000 27,550 0.02 27,550
IWAN HAI LINES LTD. — Financial assets measured at FVTPL - current 220 43,670 0.01 43,670
LILYENT CORP. — Financial assets measured at FVTOCI - non-current 2,881 70,330 4.01 70,330
'Yen Hsing Textile Co., Ltd. The Company is the director Financial assets measured at FVTOCI - non-current 8,732 98,058 13.99 98,058
of the company
'YI TONG FIBER CO., LTD — Financial assets measured at FVTOCI - non-current 1,341 25,379 1.52 25,379
CHU SING INDUSTRIAL CO., LTD — Financial assets measured at FVTOCI - non-current 29 1,622 3.32 1,622
|Ability I Venture Capital Corp. The Cqmpany is the Financial assets measured at FVTOCI - non-current 1,423 12,450 3.00 12,450
supervisor of the company
IABILITY ASIA CAPITAL CORP. The Cqmpany is the Financial assets measured at FVTOCI - non-current 2,000 23,640 1.04 23,640
supervisor of the company
Limited IAbility Asia Capital II
. |Outstanding Transformation Growth — [Financial assets measured at FVTOCI - non-current - 15,519 - 15,519
partnership |~. . .
Limited Partnership
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4. Marketable securities acquired and disposed of at costs or prices of at least NT$300 million or 20% of the paid-in capital :

Type and
name of . Beginning balance Bought Sold Ending balance
. Transaction . .
Bought/Sold by| security |Recorded account counterpart Relationship
rparty Thousand| Thousand Thousand . Carrying | Disposal |Thousand
Amount Amount Price . Amount
shares shares shares value gain (loss) | shares
Z1G HENG NANTEX |Financial assets Stock $177,881
Iclj)DULSTf)RIAL INDUSTRY |measured at exchange - 1,980 | $120,978 | 2,100 7,450 3,380 | $343,902 | $246,669 | $97,233 700 | $59,640
T CO.,LTD. |FVTPL - current market (note)
Note : Net gain from financial assets measured at FVTPL.

5. Acquisition of individual real estate properties at costs of at least NT$300 million or 20% of the paid-in capital : None ;

6. Disposal of individual real estate properties at prices of at least NT$300 million or 20% of the paid-in capital : None ;

7. Total purchases from or sales to related parties of at least NT$100 million or 20% of the paid-in capital :

Transaction Differences n transaction terms compared to Notes/accounts receivable (payable)
. . third party transactions
Relationship
Purchaser/ . Percentage of
Counterparty with the Percentage of total
seller Purchases total . o .
counterparty Amount Credit term Unit price Credit term Balance notes/accounts
(sales) purchases .
receivable (payable)
(sales)

Zig Sheng . .. {The Company is . .
Industrial Co., Yen Hsing Tethlethe director of the Sale $265,355 2.37% 15 days after No significant difference [No significant difference] Accounts receivable Accounts reocelvable
Lid. Co., Ltd. company month closing $41,820 3.07%

8. Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital : None;

9. Information about the derivative financial instruments transaction : Please see Note 6.2-3;
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10. Name, location, etc. of investee companies over which the Company has direct or indirect influence, control or joint control (not including

investments in Mainland China)

Unit : NTD thousand/USD thousand

Initial investment amount Shares held as the year-end Net Income Share of
Investor Investee Location Main business activities December 31. | December 31 Number | P ercentage Carrying (LOSSGS) of | Profits/Losses Footnote
a1 5020 | of Shares of Vai the of Investee
(thousand) | Ownership alue Investee (Note)
Zig Sheng Z1S Holding Co., Mauritius [Make various investments $185, 020 $185, 020 5,400 100% - - - [Please refer to Note 6.9
Industrial Co., LtdLtd. putside of Taiwan area
’ following the Parent
company’s operating policies
Nicest Int'L Samoa [Make various investments 8, 883 8, 883 300 100% $17, 648 § 1,524 $ 1,625 |Include $101 thousand net
Trading Corp. ?ﬁﬁiﬁfﬁﬂﬁei% positive profit adjustment
company’s operating policies due to difference in
unrealized income tax
between the entity basis
and consolidated basis
point of view
Ding Sheng Material Taipei [Production of synthetic $ 15,000 | $ 15,000 1,500 100% $ 3,561 ($ 810 (8 757)| Include $53 thousand net
Technology resin and industrial positive profit adjustment
Corporation Limited plastic products and due to difference in
related trading unrealized income tax
between the entity basis
and consolidated basis
point of view
Ding Sheng Ding Sheng USA  |General import/export 6, 340 6, 340 200 100% C 3,340) C  754) ¢ 754)
Material Material trading
Technology Technology
Corporation Corporation
Limited

Note : Except for initial investment amounts measured using historical exchange rates; all foreign currency amounts in the above

schedule are converted to NTD using the exchange rate on the balance sheet date.
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(3) Information on investment in Mainland China :

1.
Unit : NTD thousand/USD thousand
A(C)Cltlfrllz)ula;t)efd Investment | A .cumulated Og;zrihlp Carrving [Accumulated
Total oW Flows Outflow of | Net Income M rymns Inward
. Investment the Investment | Amount .
Investee in . . . Amount of [[nvestment Investment | (Losses) of Remittance
. . Main business activities . from Company [Profits/Losses|  as of .
Mainland China Paid-in Method Taiwan as of from the (direct or Recorded End of of Earnings
Capital S Outflow) Inflow | Taiwan as of| Investee - : as of End of
Beginning of . indirect) Period .
. End of Period Period
Period (%)
Kunshan 'Warehouse rental business USD24,782 | Note (1) | $185,020 — — $185,020 | ($74,467) 21.79% — 0 -
Lilytex Co., (USD5,400) (USD5,400) Note (3) Note (3)
Ltd.
Suzhou Engage in wholesale, import/export, USD300 | Note (1) 8,883 — — 8,883 1,524 100.00% $1,524 $18,007 -
Hongsheng agency (excluding auctions) of plastic (USD300) (USD300) Note (2) Note (2)
Trading Co.,  |products, chemical products (except for
Ltd hazardous items), synthetic fiber

materials, products made by synthetic
fibers, textile materials, mechanical and|
electric equipment and its parts and the
related services, consulting services and
maintenance/repair services for

mechanical and electric equipment and

its parts

Accumulated Investment in Mainland
China as of End of Period

Investment Amounts Authorized by
Investment Commission, MOEA

Upper Limit on Investment (Note (4))

$193,903 (USD5,700)

$193,903 (USD5,700)

$4,386,186

Note :

(1) Through investing in an existing company in the third area, which then invested in the investee in Mainland China. The

investment is approved by the government.

(2) Investments in the third area, the investment income or loss under equity method and ending carrying amounts are recognized

according to the direct and indirect shareholding ratio and the financial statements of Mainland China investee companies
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3)

“4)

)

audited by the CPA of Parent company.
Shareholding ratio does not reach 50%, without controlling power, and the Company does not endorse any debt or other

financial commitment of the investee company. Therefore, the carrying amount under equity method only written down to zero.
According to regulation by Investment Commission, MOEA, the accumulated investment amount or ratio in the investments in
Mainland China is limited to 60% of the Company’s equity or consolidated equity, whichever is higher.

Except for initial outbound investment measured using historical exchange rates; all foreign currency amounts in the above

schedule are converted to NTD using the exchange rate on the balance sheet date.
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2. Material transactions with investee companies in Mainland China directly or

indirectly through third area :

(1) Purchase amounts and percentage and the related ending balances accounts

payable and percentage

A. For the year ended December 31, 2021 :

Purchases

Accounts Payable

Percentage of the
Company’s total
purchases

Name of related party Amount

Percentage of the
Company’s total
accounts payable

Amount

Suzhou Hongsheng Trading g

Co.. Ltd. 76 -

$ - -

B. For the year ended December 31, 2020 :

Purchases

Accounts Payable

Percentage of the
Company’s total
purchases

Name of related party Amount

Percentage of the
Company’s total
accounts payable

Amount

Suzhou Hongsheng Trading $ 70
Co., Ltd.

$ — —

C. The above purchase terms were made according to agreed prices, the payment

terms is 90 days after month closing.

(2) Sales amounts and percentage and the related ending balances of accounts

receivable and percentage

A. For the year ended December 31, 2021 :

Sales revenue

Accounts receivable

Percentage of the

Percentage of the
Company’s total

Name of related party Amount  Company’s total Amount
sales accQunts
receivable
Suzhou Hongsheng Trading — g55 557 0.50% $18,390 1.35%

Co., Ltd.

B. For the year ended December 31, 2020 :

Sales revenue

Accounts receivable

Percentage of the

Name of related party Amount  Company’s total

Percentage of the

Amount Company’s total

accounts
sales .
receivable
Suzhou Hongsheng Trading ¢, 455 0.71% $15,300 1.47%

Co., Ltd.

C. The above sales terms were made according to agreed prices, the collection

terms is 90 days after month closing.

(3) Property transaction amounts and the gains or losses generated : None
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(4) Balances of guaranteed notes or collaterals offered and their purposes : None

(5) The highest amount, ending balance, range of interest rates and total interest

amount of financial accommodation : None

(6) Other transactions that have material effects on the current-period profit (loss) or
on the financial position :

A. The Company paid $147 thousand and $51 thousand of business processing
fees to Suzhou Hongsheng Trading Co., Ltd. in 2021 and 2020, respectively.
The amounts are recorded in operating expense.

B. The Company sold R&D samples to Suzhou Hongsheng Trading Co., Ltd. for
$4,172 thousand and $2,369 in 2021 and 2020, respectively. The amounts are
recorded in non-operating income — other income.

C. The unrealized sales gains generated from the sales transactions between the
Company and Suzhou Hongsheng Trading Co., Ltd. in 2021 and 2020 were
$479 thousand and $73 thousand, respectively ; the realized sales gains were
$73 thousand and $597, respectively.

(4) Information on major shareholders

2021.12.31.
Shares
Percentage of
Number of Shares Held .

IName of Major Shareholders Ownersh1p (%)
Yi Sheng Investment Co., Ltd. 92, 183, 760 9. 92%
Su, Bai Huang 27,160, 455 9. 10%
Su, Ching Yuan 26, 912, 389 5. 06%

Note : 1. The information on major shareholders in this schedule includes shareholders
who held at least 5% of common shares and special shares combined and had
been registered (including treasury shares) with the stock depository company
on the last business day of each season. There may be different in the recorded
share capital in the financial statements and the actually registered shares due
to different preparation and computation basis.

2. If the above data relate trusted shares by shareholders, the principals are
separately disclosed based on the trust accounts opened by the trustees. As to
filings by internal shareholders with over 10% holding percentage according
Securities and Exchange Act regulations, there the shares include shares held
by principals and trusted shares with controlling power retained, please refer to

Market Observation Post System.
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14. Segment Information
The Company had disclosed the related segment information in the Consolidated Financial
Statements per regulations; therefore, the segment information is not disclosed in the Parent

Only Financial Statements.
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