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(English Translation of a Report Originally Issued in Ché)es
Independent Auditors' Report
(CONSOLIDATED FINANCIAL STATEMENT)

(2020)Finance-Audit-Letter No.20000308
To Elite Semiconductor Memory Technology Inc.,
Introduction
We have reviewed the accompanying consolidated balance slidglse diSemiconductor Memory
Technology Inc. and its subsidiaries ("the Group") as ofddd&81, 2020 and 2019, and the related
consolidated statements of comprehensive income of the mwa#s periods ended March 31,
2020 and 2019, as well as the changes in equity and cash flowsefthree-months periods ended
March 31, 2020 and 2019, and notes to the consolidated finataiaments, including a summary
of significant accounting policies. Management is respoasifolr the preparation and fair
presentation of the consolidated financial statements imrdance with the Regulations Governing
the Preparation of Financial Reports by Securities Isaretdnternational Accounting Standard 34
- Interim Financial Reporting endorsed and issued intoceffey the Financial Supervisory
Commission of the Republic of China. Our responsibilitytas express a conclusion on the
consolidated financial statements based on our reviews.
Scope of Review
Except as explained in the Basis for Qualified Conclusiaagraph, we conducted our reviews in
accordance with Statement of Auditing Standard 65 - ReweFinancial Information Performed
by the Independent Auditor of the Entity. A review of the cdidated financial statements consists
of making inquiries, primarily of persons responsible fimancial and accounting matters, and
applying analytical and other review procedures. A revigvgubstantially less in scope than an
audit conducted in accordance with the generally acceptedirapditandards and consequently
does not enable us to obtain assurance that we would become afnadl significant matters that
might be identified in an audit. Accordingly, we do not express dit apinion.
Basis for Qualified Conclusion
As stated in Note 4 (3) and 6 (6), the consolidated finarst@ements included the financial
statements of certain non-significant subsidiaries andty@ucounted investee companies which
were not reviewed by independent auditors. These financial statemeflected the total assets
amounting to NT$687,589 thousand and NT$797,372 thousand, constituting 5n@7%7d% of
consolidated total assets; the total liabilities amount;mdNT$128,621 thousand and NT$95,006
thousand, constituting 3.34% and 3.28% of consolidated totalitied as of March 31, 2020 and
2019, respectively; the total comprehensive income (loss) atimguto NT$(7,245) thousand and
NT$(13,406) thousand, constituting (2.15%) and (14.20%) of the cdasedi total comprehensive
income (loss) for the three months ended March 31, 2020 and 2019, nedgect
Qualified Conclusion
Except for the adjustments, if any, as might have beenrdited to be necessary had the financial
statements of certain consolidated subsidiaries and equébuated investee companies described
in the Basis for Qualified Conclusion paragraph above beemrwed by independent auditors,



based on our reviews, nothing has come to our attention thades us to believe that the
accompanying consolidated financial statements do not préselyt in all material respects, the
consolidated financial position of the Group as of March2®20 and 2019, and of its consolidated
financial performance and its consolidation cash flowstHer three-months periods ended March
31, 2020 and 2019, in accordance with the Regulations Governingrépar&tion of Financial
Reports by Securities Issuers and ISAs 34 - Interim FinhR&porting endorsed and issued into
effect by the Financial Supervisory Commission of the RepublichirfaC

Ya Huei Cheng
Danie Lee

Pricewaterhouse Coopers , Taiwan
May 14, 2020



(English Translation of a Report Originally Issued in Chinese)
Elite Semiconductor Memory Technology Inc. and its Subsidiaries

Consolidated Balance Sheets

As of March 31, 2020, December 31, 2019 and March 31, 2019
(The Consolidated Balance Sheet on March 31, 2020 and 2019 were ckOeNye
not audited in accordance with the generally accepted auditing siandahe Republic of China)

March 31, 2020

Unit: NT$ thousand
December 31, 2019 March 31, 2019

Assets Note Amount % Amount % Amount %
Current assets

1100 Cash and cash VI (1)

equivalents $ 2,643,373 23 $ 2,757,003 26 $ 1,923,651 19
1110 Financial assets at fair VI (ll)

value through profit or

loss - current 238,207 2 252,593 3 342,131 3
1136 Financial assets

measured at cost after

amortization - current 81,608 1 140,906 1 30,820 -
1150 Net notes receivable 249 34 - - -
1170 Net accounts VI (IV)

receivable 1,629,180 14 1,256,938 12 1,172,720 12
1200 Other receivables 5,180 - 82,741 1 6,694 -
130X Inventories VI (V) 5,746,944 50 4,972,552 48 5,515,173 54
1410 Prepayments 161,840 1 27,444 - 128,332 1
1470 Other current assets 8 10,351 - 6,866 - 9,396 -
11 XX Total current assets 10,516,932 91 9,497,077 91 9,128,917 89

Noncurrent assets

1517 Financial assets at fair VI (llI)

value through other

comprehensive income

- noncurrent 76,716 1 50,776 - 58,207 1
1550 Investments accounted VI (VI)

for using equity

method 30,783 - 33,210 - 40,742 -
1600 Property, plant, and VI (V)

equipment 645,572 6 696,328 7 779,081 8
1755 Right-of-use assets VI (VI 79,705 1 86,367 1 101,768 1
1760 Net investment VI (1X)

property 18,429 - 18,671 - 19,399 -
1780 Intangible assets VI (X) 123,032 1 81,593 1 114,664 1
1840 Deferred income tax

assets 3,811 - 4,174 - 4,679 -
1900 Other noncurrent assets 16,101 - 12,124 - 19,832 -
15XX Total noncurrent

assets 994,149 9 983,243 9 1,138,372 11

IXXX  Total assets $ 11,511,081 100 $ 10,480,320 100 $ 10,267,289 100

(Continued)



(English Translation of a Report Originally Issued in Chinese)
Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Consolidated Balance Sheets
As of March 31, 2020, December 31, 2019 and March 31, 2019
(The Consolidated Balance Sheet on March 31, 2020 and 2019 Were Re@alyed
Not Audited in Accordance with the Generally Accepted Auditing Stadediar the Republic of China)

Liabilities and equity

Unit: NT$ thousand

March 31, 2020 December 31, 2019 March 31, 2019

2100
2110
2130
2150
2170
2200
2230
2280
2300
21XX

2550
2570
2580
2600
25XX

2XXX

3110

3200

3310
3320
3350

3400
3500
31XX

36XX
3XXX

3X2X

Current liabilities
Short-term borrowings
Short-term notes and bills payable
Contract liabilities - current
Notes payable
Accounts payable
Other payables
Current tax liability
Lease liabilities - current
Other current liabilities
Total of current liabilities
Noncurrent liabilities
Liability reserve - noncurrent
Deferred tax liabilities
Lease liabilities - non-current
Other noncurrent liabilities
Total noncurrent liabilities
Total liabilities
Equity attributable to owners of the
parent company
Share capital
Common stock
Capital surplus

Capital surplus
Retained earnings

Legal reserve
Special reserve
Undistributed earnings
Other equities
Other equities
Treasury stock
Total equity attributable to
owners of the parent company
Non-controlling interests
Total equity
Significant Contingent Liabilities
and Unrecognized Contractual
Commitments
Total liabilities and equity

Note Amount %  Amount %  Amount %
VI(XIl) $ 454,000 4 $ 274,000 3 $ 550,000 5
- - - - 99,849 1
VI (XIX) 48,361 - 3,959 - 15,842 -
1,900 - 1,981 - 2,321 -
2,651,558 23 2,225,909 21 1,482,927 15
VI(XI) 493,067 4 462,523 5 462,479 5
82,515 1 40,046 - 133,993 1
9,207 - 11,447 - 14,072 -
7,333 - 6,080 - 5798 -
3,747,941 32 3,025,945 29 2,767,281 27
15,436 - 15,083 - 14,114 -
2,391 - 4,731 - 7,908 -
71,123 1 75,440 1 87,753 1
17,503 - 18,342 - 18,301 -
106,453 1 113596 1 128,076 1
3,854,394 33 3,139,541 30 2,895,357 28
VI (XVI)
2,857,589 25 2,857,589 27 2,857,589 28
Vi
(Xvir)
102,672 1 104,305 1 94,547 1
Vi
(XVIIr)
1,359,235 12 1,359,235 13 1,288,584 12
- - - - 194,377 2
3,597,842 31 3,286,176 31 3,189,050 31
17,416 (- 8,524) - ( 1,093) -
VI (XVI) ( 145,649]  1)( 137,321 1)( 137,32 1)
7,789,105 68 7,461,460 71 7,485,733 73
( 132,418) 1)( 120,681)  1)( 113,801 1)
7,656,687 67 7,340,779 70 7,371,932 72
IX

$11,511,081£0 $10,480,320é)0 $0,267,289£0

The notes to the consolidated financial statements are pi¢ cbnsolidated financial statements and should be read

Chairman: Hsing-Hai Chen

together.

Manager: Ming-Chien Chang

AccourMlagager: Candy Chu



(English Translation of a Report Originally Issued in Chinese)
Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Consolidated Statements of Comprehensive Income
For the three months ended March 31, 2020 and 2019
(Reviewed only, not audited in accordance with the generally accaptiiting standards in the Republic of China)

Unit: NT$ thousand

(EPS in NT$)
January 1 to March January 1 to March 31,
31, 2020 2019
ltems Note Amount % Amount %
4000 Operating income VI (XIXT) $ 3,663,73 10C $ 2,624,365 100
5000 Operating costs VI (V) (XXIIN)
(XX1V) ( 2,956,33) ( 81)( 2,286,381) 87)
5950 Net operating gross profit 707,39: 19 337,984 13
Operating expenses VI (XXII)
(XX1V)
6100 Selling expenses ( 63,379 ( 2) ( 53,228)( 2)
6200 Administrative expenses ( 78,409 ( 2) ( 55,615)( 2)
6300 Research and development expenses 228,08) ( 6) ( 168,133)( 7)
6450 Expected credit impairment loss X - - ( 10,006) -
6000 Total operating expenses ( 369,87) ( 10) ( 286,982)( 11)
6900 Operating income 337,51! 9 51,002 2
Non-operating revenues and expenses
7010 Other revenue VI (XX) 13,70t - 14,929 -
7020 Other gains or losses VI (XXI) 6,14 - 47,290 2
7050 Financial costs VI (XXII) ( 2,097 - ( 2,767) -
7060 Share of profit (loss) of associates and VI (VI)
joint ventures accounted for under equity
method ( 2,427 - ( 3,096) -
7000 Total non-operating revenues and
expenses 15,32¢ - 56,356 2
7900 Profit before tax 352,84! 9 107,358 4
7950 Income tax expenses VI (XXV) ( 41,23)( 1) ( 11,881) -
8200 Net profit of current period $ 311,61 8 $ 95,477 4
Other comprehensive income - net
Items not re-classified to profit or loss
8316 Unrealized gain(loss) on valuation of VI (1ll)
equity instruments measured at fair value
through other comprehensive income $ 25,94( 1($ 1,093) -
8300 Other comprehensive income - net $ 25,94( 1 ($ 1,093) -
8500 Total comprehensive income of current
period $ 337,55 9 $ 94,384 4
Net profit (loss) attributable to:
8610 Owners of the parent company $311,66! 8 % 96,003 4
8620 Non-controlling interests ($ 52) - (% 526) -
Total comprehensive income attributable
to:
8710 Owners of the parent company $337,60! 9 % 94,910 4
8720 Non-controlling interests ($ 52) - ($ 526) -
Earnings per share VI (XXVI)
9750 Basic earnings per share $ 1.11 % 0.34
9850 Diluted earnings per share $ 1.11 % 0.34

The notes to the consolidated financial statements are pi¢ cbnsolidated financial statements and should be read

Chairman: Hsing-Hai Chen

together.

Manager: Ming-Chien Chang

AccourMlagager: Candy Chu



(English Translation of a Report Originally Issued in Chinese)
Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Consolidated Statement of Changes in Equity
For the three months ended March 31, 2020 and 2019
(Reviewed only, not audited in accordance with the generally accapti#ting standards in the Republic of China)
Unit: NT$ thousand

Equity attributable to owners of the parent company
Retained earnings

Unrealized
gains (losses)
from financial

assets
measured at
fair value
through other
Common Capital Legal Special Undistributed comprehensive  Treasury Non-controlling Total
Note stock surplus reserve reserve earnings income stock Total interests equity

2019
Balance as of January 1, 2019 $2,857,589 $ 59,072 $1,288,584 $ 194,377 $ 3,093,047 $ - ($ 137,321) $7,355,348 ($ 110,910 $ 7,244,438
Net profit of current period - - - - 96,003 - - 96,003 ( 526) 95,477
Other comprehensive income (loss) - - - - - ( 1,093) - ( 1,093) - ( 1,093)
Total comprehensive income of current period - - - - 96,003 ( 1,093) - 94,910 ( 526) 94,384
Recognized net equity value of new shares issy¢d
to subsidiaries not based on shareholding rati(tXVH)

(XXVII) - 35,475 - - - - - 35,475 ( 2,365) 33,110
Balance as of March 31, 2019 $2,857,589 $ 94,547 $1,288,584 $ 194,377 $ 3,189,050 ($ 1,093)($ 137,321) $ 7,485,733 ($ 113,801) $ 7,371,932
2020
Balance as of January 1, 2020 $2,857,589 $ 104,305 $1,359,235 $ - $ 3,286,176 (% 8,524)($ 137,321) $ 7,461,460 ($ 120,68) $ 7,340,779
Net profit of current period - - - - 311,666 - - 311,666 ( 52) 311,614
Other comprehensive income (loss) - - - - - 25,940 - 25,940 - 25,940
Total comprehensive income of current period - - - - 311,666 25,940 - 337,606 ( 52) 337,554
Subsidiary's purchase of parent's stock is
regarded as treasury stock - - - - - - ( 8,328) ( 8,328)( 11,566) ( 19,894)
Recognition of effects from all equity changes Wf|
subsidiaries - Non-controlling (XV||)

(XXVII) - ( 1,633) - - - - - ( 1,633)( 119) ( 1,752)
Balance as of March 31, 2020 $2,857,589 $ 102,672 $1,359,235 $ - $ 3597842 % 17,416 ($ 145,649 $ 7,789,105 ($ 132,418 $ 7,656,687

The notes to the consolidated financial statements are pag obtisolidated financial statements and should be read tagether

Chairman: Hsing-Hai Chen Manager: Ming-Chien Chang Accournlagager: Candy Chu



(English Translation of a Report Originally Issued in Chinese)
Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Consolidated Statements of Cash Flow
For the three months ended March 31, 2020 and 2019
(Reviewed only, not audited in accordance with the generally accaptiiting standards in the Republic of China)
Unit: NT$ thousand
January 1 to March  January 1 to March
Note 31, 2020 31,2019

Cash flow from operating activities
Net profit before taxation of current period $ 352,845 $ 107,358
Adjustments
Profits and loss

Depreciation expenses VI(VID(VII

(IX)(XXI111) 76,822 112,823
Amortization expenses VI(X)(XXII) 24,959 21,993
Expected credit impairment loss XI1(1) - 10,006
Net loss (profit) of financial assets at fairVI(I1)(XXI)
value through profit or loss 13,262 ( 35,757)
Interest expenses VI(XXII) 2,097 2,767
Interest income VI (XX) ( 11,148) ( 10,711)

Share of profit (loss) of associates and VI(VI)
joint ventures accounted for under equity
method 2,427 3,096
Gains on lease modification ( 26) -
Changes in operating assets and liabilities:
Net changes in operating assets
Financial assets at fair value through

profit and loss 1,124 -
Notes receivable ( 215) -
Accounts Receivable ( 372,242 ( 76,946)
Other receivables 76,519 61,151
Inventories ( 774,392 252,483
Prepayments ( 134,396) ( 48,504)
Other current assets ( 3,485) ( 6,476)

Net changes in liabilities relating to operat
activities

Notes payable ( 80) ( 1,244)
Accounts payable 425,648 ( 411,444)
Contract liabilities 44,402 12,271
Other payables 67,819 ( 19,381)
Other current liabilities 1,252 1,459
Other noncurrent liabilities ( 839) 98
Cash outflow from operations ( 207,647) ( 24,958)
Interest received 12,190 11,243
Interest paid ( 1,363) ( 1,935)
Income tax paid ( 739) ( 796)

Cash inflow (outflow) from operating

activities, net ( 197,559 ( 16,446)

(Continued)



(English Translation of a Report Originally Issued in Chinese)
Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Consolidated Statements of Cash Flow
For the three months ended March 31, 2020 and 2019
(Reviewed only, not audited in accordance with the generally accaptiiting standards in the Republic of China)
Unit: NT$ thousand
January 1 to March  January 1 to March

Note 31, 2020 31,2019
Cash flow from investing activities
Decrease (increase) in financial assets
measured at amortized cost $ 59,298 ($ 30,820)
Acquisition of property, plant and VI(XXVIII)
equipment ( 61,043) ( 111,192)
Decrease (increase) in prepaid equipment ( 4,572) 45,423
Acquisition of intangible assets VI (X) ( 66,398) ( 2,682)
Cash outflows from disposal of
subsidiaries - | 11,607)
Refundable deposits refunded 594 50
Net cash outflow from investing
activities ( 72,121) ( 110,828)
Cash flow from financing activities
Increase in short-term loans VI(XXVIII) 180,000 180,000
Repayment of the principal amount of  VI(XXVIII)
rentals ( 2,304) ( 2,781)
Decrease in guarantee deposits - | 122)
Cost of treasury stocks purchase ( 19,894) -
Purchase of equity from non-controlling
interests ( 1,752) -
Net cash provided by financing activities 156,050 177,097
(Decrease) increase in cash and cash equivalents ( 113,630) 49,823
Beginning balance of cash and cash equivalentsVI (1) 2,757,003 1,873,828
Ending balance of cash and cash equivalents VI (1) $ 2,643,373 $ 1,923,651

The notes to the consolidated financial statements are pi¢ cbnsolidated financial statements and should be read

together.

Chairman: Hsing-Hai Chen Manager: Ming-Chien Chang AccourMlagager: Candy Chu

10



(English Translation of a Report Originally Issued in Chinese)
Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Notes to the Consolidated Financial Statements
for the Three-Month Periods Ended March 31, 2020 and 2019

(Reviewed only, not audited in accordance with the generally accaptdtihg standards in the

Republic of China)
Unit: NT$ thousand
(Unless otherwise indicated)
Company History

Elite Semiconductor Memory Technology Inc. (hereinafter refetweas “the Company”) was
founded in May 1998 and started operation in December of the gaar. The core business
of the Company and its subsidiaries (hereinafter referred tdthe Group”) include research,
development, production, manufacture, and sales of dynamicstatdt random access
memory, flash memory, analog integrated circuit, analog agithtmixed integrated circuit.
The Group also provides technical services related to pradsign and R&D.

The Company merged with Ji Xin Technology Co., Ltd. On De@nah 2005, and merged
with Eon Silicon Solution Inc. on June 8, 2016, and the Company is the swgrdgompany.
Approval Date and Procedures of the Financial Statements

The consolidated financial statements were released gnlMa2020, after being approved
by the Board of Directors.

Application of New and Revised Standards, Amendments and Intatipres

() Effect of the adoption of new issuance of or amendmentkternational Financial

Reporting Standards (“IFRS”) as endorsed by the Financipéisory Commission
(“ESC").

New standards, interpretations and amendments endorsed by theflegt/e from
2020 are as follows:

The Effective Date
Announced by the
Application of New/Revised/Amended Standards, International Accounting
Amendments and Interpretations Standards Board
Amendments to IAS 1 and IAS 8 “Disclosure Initiative - January 1, 2020
Definition of Materiality”

Amendments to IFRS 3 - Definition of a Business” January 1, 2020
Amendments to IFSR 9, IAS 39, and IFRS 7 - Changes inJanuary 1, 2020
Interest Rate Indicators

The above standards and interpretations have no significardcintp the Group's
financial condition and financial performance based on the Gragp&sssment.

(1) Effect of New Issuances of or Amendments to IFRSs as Saddby the FSC but not
yet Adopted by the Company

None.
(1) Effects of IFRS Issued by IASB but not yet Endorsed by the FSC
New standards, interpretations and amendments issued by bASEdt yet included in

11



the IFRS as endorsed by the FSC are as follows:

The Effective Date
Announced by the
Application of New/Revised/Amended Standards, International Accounting
Amendments and Interpretations Standards Board
Amendments to IFRS 10 and IAS 28 - Sale or Contributiorfo be determined by
of Assets between an Investor and its Associate or Joint 1ASB
Venture
IFRS 17 - Insurance Contracts January 1, 2021
Amendments to IAS 1 - Classification of Liabilities as 44562
Current or Non-current

The above standards and interpretations have no significardcinip the Group's

financial condition and financial performance based on the Gragp&sssment.
Summary of Significant Accounting Policies

Among the significant accounting policies, except for the gleaance statement, preparation
basis, consolidation basis and additions which are stated/bine rest are the same as Note
4 of the 2019 consolidated financial statements. Theseigol@ave been consistently applied
to all the periods presented, unless otherwise stated.

() Statement of compliance

1. These consolidated financial statements have been preippaaedordance with the
Regulations Governing the Preparation of Financial RefortSecurities Issuers
and the IAS 34 - Interim Financial Reporting endorsed by the FSC

2. These consolidated financial statements shall be read togeitterthe 2019
consolidated financial statements.

(1) Preparation Basis

1. Except for the following items, these consolidated finalnstatements have been
prepared under the historical cost convention:

(1) Financial assets and financial liabilities (including datives instruments) at
fair value through profit or loss

(2) Financial assets measured at fair value through other compieh@nsome.

(3) Defined benefit liabilities recognized based on the amourgeosion fund
assets less net present value of defined benefit obligations.

2. Some material accounting estimates will be used Hergreparation of financial
reports to comply with IFS, IAS, interpretation and intetagtien announcement
(hereafter referred to as IFRSs), and also will be apfliethe management for
judgment in the application of the Company's accounting gslidror the items
involving high judgment or complexity, or items involving mééhypotheses and
estimates of individual financial reports, please radeht specific Note 5.

(1) Basis of consolidation
1. Basis for preparation of consolidated financial statements
The principles followed in preparing the consolidated finahsiatements are the
same as those in 2019.

12



2. Subsidiaries included in the consolidated financial statesnent
Percentage of shareholdings
March 31, December 31, March 31,

Investor Name of subsidiaries Business activities 2020 2019 2019 Description
Elite Elite Memory R&D, production, 100 100 100Note 1
Semiconductor Technology Inc. sales and relevant
Memory consulting service of
Technology Inc. integrated circuit
Elite CML Inc. General Investment - - 100ote 2 and 8
Semiconductor
Memory
Technology Inc.

Elite Charng Feng General Investment 100 100 10te 1
Semiconductor Investment Ltd.
Memory
Technology Inc.
Elite Jie Young General Investment 41.86 41.86 41186te 1 and 3
Semiconductor Investment Co., Ltd.
Memory
Technology Inc.
Elite Elite Investment General Investment 100 100 100
Semiconductor Services Ltd.
Memory
Technology Inc.
Elite Elite SemiconductorGeneral Investment 100 100 Hbte 1 and 4
Semiconductor (B.V.l.) Ltd.
Memory
Technology Inc.
Elite Eon Silicon SolutionIinvestigation and - - 100 Note 2 and 5
Semiconductor (Samoa) Inc. research of business
Memory situation and
Technology Inc. industrial technology
Elite Eon Silicon Design, development 100 100 100Note 1
Semiconductor Solutions, Inc. USA and testing of
Memory products
Technology Inc.
Charng Feng 3R Semiconductor Product design, 100 100 100Note 1
Investment Ltd. Technology Inc. wholesale and retail
of electronic
materials,
manufacturing of
electronic
components,
information software
services and
international trade
Charng Feng Elite Silicon Product design, 96.44 79.37 79.3Note 1
Investment Ltd. Technology Inc. wholesale and retail
of electronic
materials,
manufacturing of
electronic
components,
information software
services and
international trade
Charng Feng Elite Innovation Product design, 100 100 -Note 1 and 6

Investment Ltd.

Japan Ltd.

wholesale and retail
of electronic
materials,
manufacturing of
electronic

13



Percentage of shareholdings
March 31, December 31, March 31,

Investor Name of subsidiaries Business activities 2020 2019 2019 Description

components,
information software
services and
international trade

Charng Feng Elite SemiconductorTechnical 100 100 -Note 1 and 5
Investment Ltd. Memory Technologyconsultation and

(Shenzhen) Inc. service, after-sales

service
Charng Feng Elite SemiconductorProduct design, - - - Note 1 and 9
Investment Ltd. Microelectronics  wholesale and retail
(Shanghai) of electronic
Technology Inc. materials,

information software
services and
international trade

CML Inc. Elite Innovation General Investment - - 108ote 2 and 7
(B.V.1.) Ltd.

Elite Innovation Elite Innovation Product design, - - 100 Note 1 and 6
(B.V.1.) Ltd. Japan Ltd. wholesale and retail

of electronic

materials,

manufacturing of

electronic

components,

information software

services and

international trade

Elite Investment Elite SemiconductorGeneral Investment - - 5Rote 1 and 4

Services Ltd. (B.V.I.) Ltd.

Eon Silicon Elite SemiconductorTechnical - - 100 Note 1 and 5

Solution (Samoa)Memory Technologyconsultation and

Inc. (Shenzhen) Inc. service, after-sales

service

Note 1. The financial statements of the entity as of and for theethmenth periods ended March
31, 2020 and 2019 were not reviewed by independent accountariie astity did not
meet the definition of significant subsidiary.

Note 2. The financial statements of the entity as of and for theethmenth periods ended March
31, 2019 were not reviewed by independent accountants as the didtihot meet the
definition of significant subsidiary.

Note 3. Elite Semiconductor Memory Technology Inc. accounts for tagriy of voting rights of
Jie Yong Investment Ltd. with same management. It is evaluated/¢oshidbstantial control,
so it is included in the subsidiary of ESMT’s consolidated finaneipbrting entity.

Note 4. Elite Investment Services Ltd. sold all its 50% equityElite Semiconductor (B.V.l.) Ltd.
to Elite Semiconductor Memory Technology Inc. on June 27, 2019.

Note 5. Eon Silicon Solution (Samoa) Inc. completed the dissoluti@hleuidation on September
2, 2019, and sold its 100% equity of Elite Semiconductor bgrntechnology (Shenzhen)
Inc. to Charng Feng Investment Ltd.

Note 6. Elite Innovation (B.V.I) Ltd. sold its 100% equity interestRlite Innovation Japan Ltd. to

Charng Feng Investment Ltd. on September 17, 2019.

14



Note 7. Elite Innovation (B.V.I) Ltd. went through the liquidation prdcees in September 2019

and obtained the dissolution approval letter on March 6, 2020.

Note 8. CML Inc. went through liquidation procedures in December 2019.

Note 9. Elite Semiconductor Microelectronics (Shanghai) Techgpldnc. was established on

V1.

November 27, 2019 and has not applied for investment to Investment i€sionm MOEA.
It has not yet operated as of March 31, 2020.

Subsidiaries not absorbed into the consolidated financial ,egdone.
Adjustments for subsidiaries with different balance sheet dhisapplicable.
Significant restrictions: None.

Subsidiaries with material non-controlling interest to the GriNgne.

o gk w

(V) Employee Benefits
The pension cost in the interim period is based on the pensgirratio decided upon
actuation at the closing day of previous FY, from beginningl emid of the year. If,

after the closing date, there incurs material market changiensent, or other material
one-time event, the defined benefit plans are to be adjusidde&evant information is
to be disclosed in accordance with the aforementioned policies.

(V) Income tax
The interim period income tax expense is recognized basdtieoastimated average
annual effective income tax rate expected for the full fin@ingar applied to the pretax
income of the interim period, and the related information idaBgd accordingly.

Main Sources of Significant Accounting Judgments, Assumptions amtdies Uncertainty

There is no significant changes in the current period. Pleafse te Note 5 of the
consolidated financial statements for 2019.
Summary of Significant Accounts

M Cash and cash equivalents
March 31, 2020 December 31, 2019 March 31, 2019

Cash on hand and

revolving funds $ 171 $ 171 $ 172
Checking deposits and

demand deposits 359,305 394,658 337,629
Time deposits 2,283,897 2,362,174 1,585,850

$ 2,643,373 $ 2,757,003 $ 1,923,651
1. The Group transacts with a variety of financial institutiovith high credit

guality to disperse credit risk, so it expects that the prdibabf counterparty
default is remote.

2. For information on where the Group's use of cash and cash &nis/as
pledge guarantees is restricted, please refer to Note 8.
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(1)

(1

Financial assets at fair value through profit and loss
ltems March 31, 2020 December 31, 2019 March 31, 2019
Current items:
TWSE/TPEXx-listed
stocks $ 576 $ 1,567 $ 47,361
Emerging stocks 148,013 148,013 170,444
Unlisted stocks,
TWSE/TPEXx-listed
stocks, Emerging

stocks 23,263 23,263 4,413
Beneficiary certificates 74,678 74,442 75,253
Corporate bonds 31,226 31,226 31,226
Preference share 14,629 14,510 14,917
Subtotal 292,385 293,021 343,614
Evaluation adjustment ( 54,178) ( 40,428) ( 1,483)
Total $ 238,207 $ 252,593 $ 342,131

1. Financial assets measured at FVTPL that are recognizpdofit or loss are

detailed as follows:
January 1 to March January 1 to March

31, 2020 31, 2019

Financial assets mandatorily measured at
fair value through profit or loss

Equity instruments (% 7,317% 29,773

Debt instruments ( 5,705) 1,421

Beneficiary certificates ( 240) 4,563
Total ($ 13,262)$ 35,757

2. The Group has no financial assets at fair value through mnofdss pledged

to others.
3. For information on the credit risks of financial assetsasured at FVTPL,
please refer to Note XIl and (11)3.(2).

Financial assets at fair value through other comprehensive income
ltems March 31, 2020 December 31, 2019 March 31, 2019

Non-current items:
Equity instruments
Unlisted stocks,
TWSE/TPEXx-listed
stocks, Emerging

stocks $ 59,300 $ 59,300 $ 59,300

Evaluation

adjustment 17,416 ( 8,524) ( 1,093)
$ 76,716 % 50,776 $ 58,207

The Group elects to classify its strategic equity inwesits as financial assets
measured at FVTOCI. The fair value of such investmentatddarch 31, 2020,
December 31, 2019 and March 31, 2019 amounted to NT$76,716 thousand,
NT$50,776 thousand, and NT$58,207 thousand, respectively.
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(V)

Accounts Receivable

March 31, 2020 December 31, 2019 March 31, 2019

Accounts receivable -

general customers $ 1,642,716 $ 1,270,992 $ 1,186,190

Accounts receivable -

related parties 759 241 825
1,643,475 1,271,233 1,187,015

Less: Allowance for losses ( 14,295) ( 14,295) ( 14,295)

$ 1,629,180 $ 1,256,938 $ 1,172,720

1. The ageing analysis of accounts receivable is as follows:
March 31, 2020 December 31, 2019 March 31, 2019

Not past due $ 1,592,791 $ 1,256,700 $ 1,172,720
Past due - within 30
days 36,389 238 -
Past due - 31~90
days - - -
Past due - 91~180
days - - -
Past due - over 181
days 14,295 14,295 14,295

$ 1,643,475 $ 1,271,233  $ 1,187,015

The aging analysis above is based on the number of past due days.

2. The amounts that best represent the maximum credit risksarpmf the
Group’s accounts receivables as at March 31, 2020, Decemb&039 and
March 31, 2019 without taking account of any collateral heldtber credit
enhancements were NT$1,629,180 thousand, NT$1,256,938 thousand, and
NT$1,172,720 thousand.

3. The collateral and fair value held by the Group as guaramteedcounts

receivable are as follows:
March 31, 2020 December 31, 2019 March 31, 2019

Bank guarantee $ 41568 $ 43,494 $ 58,246
Pledged certificate
of deposit 7,500 7,500 7,500

Refundable deposits
(listed in  “other
non-current

liabilities™ ) 8,863 8,794 8,630

Letters of credit 615,599 546,672 377,313

Company

promissory

note/check 426,977 366,621 199,046
$ 1,100,507 $ 973,081 $ 650,735

4. For information on the relevant credit risks of the acceuateivable, please
refer to Note XII (11).

5. The balances of accounts receivable as of March 31, 2020, Deceini213
and March 31, 2019 are all generated by customer contractgha balance
of receivables from customer contracts as of Janua2919 is NT$1,105,913
thousand.

6. The Group has no accounts receivable provided as pledge guarantees.
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(V)

(V1)

Inventories
March 31, 2020
Cost Allowance for Book value
valuation loss
Raw materials $ 184,174 ($ 7,729) $ 176,445
Work in process 4,637,738( 63,169) 4,574,569
Finished goods 978,613 ( 56,892) 921,721
Inventory in transit 74,209 - 74,209
$ 5,874, 734% 127,790) $ 5,746,944
December 31, 2019
Allowance for
Cost valuation loss Book value
Raw materials $ 158,670 ($ 9,794)$ 148,876
Work in process 4,013,286( 70,663) 3,942,623
Finished goods 965,399 ( 88,739) 876,660
Inventory in transit 4,393 - 4,393
$ 5,141,748$ 169,196)$ 4,972,552
March 31, 2019
Allowance for
Cost valuation loss Book value
Raw materials $ 430,186($ 44,192)$ 385,994
Work in process 4,249,578( 139,248) 4,110,330
Finished goods 1,109,610( 103,845) 1,005,765
Inventory in transit 13,084 - 13,084
$ 5,802,458% 287,285)% 5,515,173

The cost of inventories recognized as expense for the period:
January 1 to March January 1 to March

31, 2020 31, 2019
Cost of inventories sold $ 2,997,744 $ 2,253,750
Inventory valuation and obsolescence
(recovery profit) loss ( 41,406) 32,631
$ 2,956,338 $ 2,286,381

From January 1 to March 31, 2020, since the inventory with provisioprice loss
in the previous period has been sold, there is gain from priceegcof inventory.
Investments accounted for using equity method

2020 2019
January 1 $ 33,210 -
The increase in investments accounted under
equity method (Note) - 43,838
Share of interests from investments under
equity method ( 2,427) ( 3,096)
March 31 $ 30,783 % 40,742

March 31, 2020 December 31, 2019 March 31, 2019
Associates $ 30,783 $ 33,210 $ 40,742

Note: The Group held 7,795 thousand shares or NT$77,950 thousaitd in
subsidiary, Canyon Semiconductor Inc. (hereinafter referredaso Canyon
Semiconductor). As the Group did not participate in Canyon Semicctor Inc.’s
capital increase by the issuance of shares for cash on Marc2019, the
shareholding ratio of the Group decreased from 77.95% to 38.Pi%ddition,
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Charng Feng Investment Ltd. purchased shares of Canyon Semitamthea in
December 2019, increasing its percentage of shareholding 802t.% to 40.93%.
Though the Group no longer controls Canyon Semiconductor Inc.,sitstikh

significant influences on the subsidiary.

1. Associates

(1) The basic information of the associates that are materidne Group is

as follows:

Principal
places of
Company name business

Percentage of shareholding

Nature of
relationship

March 31, December 31, March 31,

2019 2019
Canyon Taiwan 40.93% 40.93% 38.21% Holding
Semiconductor over 20% of
Inc. voting
rights

(2) The summarized financial information of the associalted are material

to the Group is as follows:

Balance sheet
Canyon Semiconductor Inc.

March 31, December 31, March 31,
2020 2019 2019

Current assets $ 101,874 $ 91,092 $ 111,503
Noncurrent assets 1,192 1,596 3,248
Current liabilities ( 27,858) ( 11,549) ( 8,125)
Total net assets $ 75,208 $ 81,139 $ 106,626
Share in the net assets of

associates $ 30,783 $ 33,210 $ 40,742
Book value of associates $ 75,208 $ 81,139 $ 106,626

Statement of comprehensive

income
Canyon Semiconductor Inc.
January 1 to March 31, January 1 to March
2020 31, 2019
Revenue $ 15,278 $ 3,230
Net income (loss) for the year
from the continuing department($ 5,932) ($ 8,102)
Total comprehensive income
(loss) for the current period  ($ 5,932) ($ 8,102)

2. The above investment using equity method is based on the company'
evaluation of financial reports that have not been reviewed byithdil
auditors during the same period. The recognition of investrflesses) gains

is as follows:

January 1 to March January 1 to March
Investee 31, 2020 31, 2019
Canyon Semiconductor Inc. ($ 2,427) ($ 3,096)
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(Vi) Property, plant, and equipment

Houses and Machinery Laboratory
Land buildings  equipment equipment Others Total

January 1, 2020
Cost $ 9,023 $ 635,941 $429,782$% 249,302 $ 1,231,048 $ 2,555,096
Accumulated
depreciation and
impairment

(364,888) (352,626) (146,396) ( 994,858) (1,858,768)

$ $ $
9,023 271,053 77,156 $ 102,906 $ 236,190 $ 696,328

January 1, 2020 $ 9,023 $ 271,053 $ 77,156 $102,906 $ 236,190 % 696,328

Additions - - 3,600 6,056 13,734 23,390
Depreciation

expenses - ( 8530) ( 4,690 ( 5,439) ( 55487) ( 74,146)
March 31 $ 9,027 $26252. $ 76,066 $103,52. $ 19443 $ 64557
March 31, 2020

Cost $ 9,023 $635941 $433,382 $ 255,358 $ 1,244,782 $ 2,578,486

Accumulated
depreciation and
impairment

(373,418) (357,316) (151,835) (1,050,345) (1,932,914)
$ 9,023 $262523 $ 76,066 $103,523 $ 194,437 $ 645572

Houses and Machinery Laboratory
Land buildings  equipment equipment Others Total

January 1, 2019

Cost $9,023 $ 615,250 $ 393,874 $ 188,647 $1,081,083 $ 2,287,877
Accumulated (1332,185) (313,959) (134,215) ( 708,456) (1,488,815)
depreciation and

impairment

$9,023 $283,065 $ 79915 $ 54432 $§ 372,627 $ 799,062

January 1, 2019

$9,023 $ 283,065 $ 79915 $ 54432 $ 372,627 $ 799,062

Additions - 6,860 3,765 54,268 27,490 92,383
Effect of changes in

consolidated entities - - - ( 336) ( 2,843) ( 3,179)
Depreciation

expenses - ( 7,866) ( 15513) ( 3,906) ( 81,900) ( 109,185)
March 31 $9,023 $282,059 $ 68,167 $104,458 $ 315374$% 779,081
March 31, 2019

Cost $ 9,023 $ 622,110 $ 397,639$% 240,324 $ 1,099,507 $ 2,368,603

Accumulated
depreciation and
impairment

(340,051) (329,472) (135,866) ( 784,133) (1,589,522)

$ 9,023 $ 282,059 $ 68,167 $ 104,458 $ 315374% 779,081

1. The Group has no capitalization of interest from Januaxy March 31, 2020
and 2019.
2. The Group has no property, plant and equipment pledged to others.
(Vi) Lease Transaction - The Lessee
1. The underlying assets leased by the Group include land, handdsuildings,
company cars and photocopiers. The lease contract period isyuseialeen 2
and 20 years. The lease contract is negotiated individualty @ntains
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(1X)

various terms and conditions. The company cars and compamsdeased

by the Group are classified as short-term lease cdstta@cause the lease

period does not exceed 12 months.

2. Below is the carrying amounts of right-of-use assets and tkeognized

depreciation expenses:
March 31, 2020

December 31, 2019

March 31, 2019

Book value Book value Book value
Land $ 64,786 65,641 $ 68,206
Houses and
buildings 13,838 19,270 30,285
Company vehicles 269 470 1,769
Photocopy machines 812 986 1,508
$ 79,705 86,367 $ 101,768
January 1 to March 31, January 1 to March 31,
2020 2019

Depreciation expenses Depreciation expenses
Land $ 855
Houses and buildings 1,934
Company vehicles 433
Photocopy machines 174

$ 3,396

3. Profit and loss items associated with lease contractasaf@lows:

January 1 to March 31,
2020

January 1 to March 31,

2019

Items that affect profit or

loss

Interest expense on lease
liability $

262

Rent expense of short-term
leases $

4. The Group's total lease cash outflows from January 1 toMat¢ 2020 and
2019 were NT$4,165 thousand and NT$3,043 thousand, respectively.

Investment property

January 1, 2020
Cost
Accumulated depreciation and impairment

January 1, 2020

Depreciation expenses
March 31

March 31, 2020
Cost
Accumulated depreciation and impairment
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Houses and buildings

$ 20,369

( 8),69
$ 18,671
$ 18,671
( 242)
$ 18,429
$ 20,369

( @),94
$ 18,429




Houses and buildings

January 1, 2019

Cost $ 20,369
Accumulated depreciation and impairment ( 728)
$ 19,641
January 1, 2019
$ 19,641
Depreciation expenses ( 242)
March 31 $ 19,399
March 31, 2019
Cost $ 20,369
Accumulated depreciation and impairment ( 970)
$ 19,399

1. Rental income from the lease of the investment property &rdtdperating
expenses arising from the investment property are shown below:

January 1 to January 1 to
March 31, 2020 March 31, 2019
Rental income from investment property $ 65% 652

Direct operating expenses arising from the
investment property generating rental income
in the period $ 242 $ 242

2. The fair values of the investment property held by the Group orchiMal,
2020, December 31, 2019 and March 31, 2019 were NT$10,533 thousand,
NT$10,538 thousand and NT$11,089 thousand, respectively. These dre resu
of the Group’s assessment based on the income approach. &me m

assumptions are as follows:
March 31, 2020 December 31, 2019 March 31, 2019

Net income as a
percentage of capital
(Note) 13.64% 13.86% 12.92%

Note: Calculated based on the weighted average capital fcih& ssuer.
3. The Group has no capitalization of interest from Januaxy March 31, 2020

and 2019.
4. The Group has no investment property pledged as collateral.
X) Intangible assets
Patent and
special Customer
technology relations Goodwill Others Total

January 1, 2020
Cost $ 34,478 $ 11,000 $ 80,758 $ 203,852 $ 330,088
Accumulated
amortization and
impairment

—~

25556) ( 11,000) (  37,104) (  174,835) (  248,495)

$ 8,922 $ -3 43,654 $ 29,017 $ 81,593
January 1, 2020

$ 8,922 $ - $ 43,654 $ 29,017 $ 81,593
Additions - - - 66,398 66,398
Amortization ( 1,275) - - | 23,684) ( 24,959)
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(X1)

(X1)

expenses

March 31 $ 7,647 $ -3 43,654 $ 71,731 $ 123,032
March 31, 2020
Cost $ 34,478 $ 11,000 $ 80,758 $ 270,250 $ 396,486

Accumulated
amortization and

impairment ( 26,831) ( 11,000) ( 37,104) ( 198,519) ( 273,454)
$ 7,647 $ - $ 43,654 $ 71,731 $ 123,032
Patent and
special Customer
technology relations Goodwill Others Total

January 1, 2019

Cost $ 34,478 $ 11,000 $ 80,758 $ 159,069 $ 285,305

Accumulated

amortization and

impairment ( 16,596) ( 9,473) ( 25,047) ( 100,214) ( 151,330)
$ 17,882 % 1,527 $ 55,711 $ 58,855 $§ 133,975

January 1, 2019
$ 17,882 $ 1527 $ 55,711 $ 58,855 $ 133,975

Additions - - - 2,682 2,682
Amortization

expenses ( 2,873) ( 917) - | 18,203) ( 21,993)
March 31 $ 15,009 $ 610 $ 55,711 $ 43,334 $ 114,664
March 31, 2019

Cost $ 34,478 $ 11,000 $ 80,758 $ 161,751 $ 287,987

Accumulated

amortization and

impairment ( 19,469) ( 10,390) ( 25,047) ( 118,417) ( 173,323)
$ 15,009 $ 610 $ 55,711 $ 43,334 $ 114,664

1. Details of the amortization of intangible assets are dsws!
January 1 to March January 1 to March

31, 2020 31, 2019
Operating costs $ 1,27% 2,540
Selling expenses 92 1,027
Administrative expenses 170 173
Research and development expenses 23,422 18,253
$ 24,959% 21,993

2. The Group has no capitalization of interest from Januaxy March 31, 2020
and 2019.

3. Forthe impairment of intangible assets, please refer to Note VI(XI

4. The Group has not pledged intangible assets.

Impairment of non-financial assets

Goodwill conducts an Impairment test on the date of annonahéiial statements,

and the recoverable amount is evaluated based on use valuerelEwvant

impairment assessment assumptions of the Group as ohMirc2020 have not
changed significantly. Please refer to Note VI(XI) of tB819 consolidated
financial statements for goodwill impairment assessment.

Short-term borrowings

Loan type March 31, 2020 Interest rate collars Collateral
Borrowings from banks
Credit loan $ 454,000 0.95% ~ 1.90% None
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Loan type December 31, 2019 Interest rate collars Cdlate
Borrowings from banks

Credit loan $ 274,000 0.98% ~1.90% None
Loan type March 31, 2019 Interest rate collars Collateral
Borrowings from banks

Credit loan $ 550,000 0.98% ~ 1.20% None

Interest expenses recognized in profit or loss for theethmenth periods ended
March 31, 2020 and 2019 were NT$1,341 thousand and NT$1,919 thousand.
(X11r) Other payables

March 31, 2020 December 31, 2019 March 31, 2019

Salary and bonus payables $ 331,801 % 295,252 $ 313,348

Remuneration to 58,715 36,191 60,553

employees and Directors

Payable on equipment 20,373 58,026 22,291

Others 82,178 73,054 66,287
$ 493,067 $ 462,523 $ 462,479

(XIV) Pension

1. (1) In compliance with the requirements set forth in the Laban&irds Act,
the Company has stipulated a defined benefit pension plan, wéich
applicable to the years of service rendered by regugniayees prior to,
and after (if employees elect to continue to apply the La&tandards
Act), the implementation of the Labor Pension Act on JulaD5. Under
the defined benefit pension plan, two units are accrued&oh gear c
service for the first 15 years and one unit for each auiditi year
thereafter, subject to a maximum of 45 units. Pension lerefé based
on the number of units accrued and the average monthly sakares
wages of the last 6 months prior to retirement. The Compaoiythty
contributes 2% of the total salary as a pension fund, lwisideposited in
a designated account with the Bank of Taiwan under the nantkeof
Supervisory Committee of Labor Retirement Reserve. Als® Company
annually assesses the balance in the aforementioned labovrpessérv
account by December 31. If the account balance is insufficienthf®
pension calculated by the aforementioned method to the ogeypd
expected to qualify for retirement in the following year, @@mpany will
make contribution for the deficit by next March.

(2) The pension costs recognized by the Group in accordancéheitabove
pension plan were NT$135 thousand and NT$135 thousand for the
three-month period ended March 31, 2020 and 2019, respectively.

(3) The Company expects to pay NT$153 thousand for the retirepiant
within one year after March 31, 2020.

2. (1) Starting from July 1, 2005, the Company and subsidiaries hatvepsa
Defined Contribution Plan for all employees with ROC ciigkip in
accordance with the Labor Pension Act. Under the Plan, the Gonaral
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(XV)

its domestic subsidiaries contribute monthly an amount basé&ooaf the
employees' monthly salaries and wages to the employeedidindi
pension accounts at the Bureau of Labor Insurance. The beaeditsed
are paid monthly or in a lump sum upon the termination of employment

(2) Subsidiary Eon Silicon Solutions, Inc. USA established0a(4) plan
based on the US Government's National Tax Regulation 405{k),local
employees can allocate a certain amount of salary t@ehsion account
each month within the upper limit; the Company may cooperdte the
allocation according to its policy of rewarding or comfogtemployees.

(3) 2. The Company's subsidiary Elite Semiconductor Memory Tdoggo
(Shenzhen) Inc. has a defined contribution plan. Monthly contabstio
an independent fund administered by the government in accordatice w
the pension regulations in the People's Republic of Chinabased on
certain percentage of employees’ monthly salaries and wadges
employee pension is managed and arranged by the government. Other tha
the monthly contributions, the Group has no further obligations.

(4) The pension costs recognized by the Group in accordance the
aforementioned contribution plans for the three-month pericu$ec
March 31, 2020 and 2019 were NT$7,902 thousand and NT$7,571
thousand, respectively.

Share-based payments

1.

From January 1 to March 31, 2020 and 2019, the Company's share-based

payment agreement is as follows:
Contract Vesting

Type of agreement Grant date  Quantity granted  period conditions
Subsequent to 2010 Eon  Aug. 10, 4,000 thousand 10 years Notel
Silicon Solution Inc.’s 2010, Oct.  shares (Note 2)
employee share purchase 15, 2010 and
plan Jan. 13, 2011
Subsequent to 2013 Eon  Aug.19 2013 7,500 thousand 10 years Note 1l
Silicon Solution Inc.’s shares (Note 2)
employee share purchase

plan

Note 1. The accumulative proportion of the new equity that can beireata
after the two-year, three-year and four-year service eipis are
50%, 75% and 100% respectively.

Note 2. The number of grants given by the Company to the Eon Silicon
Solution Inc. employee stock option plan is the amount givethe
original plan grant date. After the merger, Eon Silicoru8oh Inc.'s
2010 and 2013 employee stock option plans have 219 thousand
shares and 688 thousand shares in circulation.

The said share-based payment arrangements are all settled in equity.
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The details of the preceding share-based payment agreemeastfaliewas:
Employee share subscription plan succeeded from Eon Silicondolat.:

2020 2019
Number Weighted Number Weighted
of stock average of stock average

options exercise price options exercise price
Outstanding stock options as of

January 1 543 $ 59.2~303.4 621 $ 62.3~319.0
Outstanding stock options as of

March 31 543 $ 59.2~303.4 621 $ 62.3~319.0
Exercisable stock options as of

March 31 543 621

For the Three-Month Periods Ended March 31, 2020 and 2019, thereowas
option exercise.

As of March 31, 2020, December 31, 2019 and March 31, 2019, the
outstanding stock options have exercise price ranges of NT$58l2%803.4,
NT$59.2 to NT$303.4, and NT$62.3 to NT$319.0. The weighted average
remaining contract periods are 3.39 years, 3.64 years and 4.39 years

The fees for the above-mentioned share-based payment transafdiothe
three-month periods ended to March 31, 2020 and 2019 are both NT$0.

(XV1) Share capital

1.

As of March 31, 2020, the Company's authorized capital MB$3,500,000
thousand, divided into 350,000 thousand shares (including 20,000 thousand
shares that can be subscribed by the employee stock optien)patid-in
capital was NT$2,857,589 thousand, and the nominal amount per\share
NT$10.
Quantities of the Company’s outstanding common shares &etianing and
ending of periods were reconciled as follows:

Shares: thousand shares

2020 2019

Outstanding shares as of January 1 272,320 272,320
Subsidiary's acquisition of parent

company's stock is regarded as treasury

stock transaction ( 715) -
Outstanding shares as of March 31 271,605 272,320
Treasury stocks at the end of the period 14,154 13,439
Number of shares issued as of March 31 285,759 285,759

Treasury stock

The Company's shares held by the Company's subsidiary, Jie Young
Investment Ltd., as of March 31, 2020, December 31, 2019, and March 31,
2019 due to the parent company's business strategy, were lthdiighnd
shares, 13,439 thousand shares and 13,439 thousand shares, withgcarryin
amounts of NT$347,942 thousand, NT$328,048 thousand and NT$328,048
thousand, respectively; the average book value per share were MT$24.
NT$24.4 and NT$24.4, and the fair value per share were NT$28.30, NT$38.90
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and NT$31.55.

(XVII)  Capital surplus

According to the Company Act, capital surplus arising frpaid-in capital in

excess of par value on the issuance of common stocks andadsnedn be used to
cover accumulated deficit or to issue new stocks or caslstackholders in

proportion to their share ownership, provided that the Compangdascumulated
deficit. In accordance with regulations in the Securitied &xchange Act, when
the abovementioned capital reserve is used for capit@lizathe annual total
amount shall not exceed 10% of the paid-in capital. Capigblus shall not be

used to cover accumulated deficit unless the legal resemsufficient.
2020

Recognition of
effects from all
Treasury equity changes in

stock subsidiaries and Employee
transactions associates  share option  Others Total
January 1 $ 1,661% 94,949 $ 3913 $ 3,782 $ 104,305
Recognition of effects from all
equity changes in subsidiaries -
Non-controlling - ( 1,633) - ( 1,633)
March 31 $ 1,661 % 93,316 $ 3913 $§ 3,782 $ 102,672
2019
Recognition of
effects from all
Treasury equity changes in
stock subsidiaries and Employee
transactions associates  share option  Others Total
January 1 $ 1,661% 49,710 $ 3913 $ 3,788 $ 59,072
The changes in the net value of
shares issued by subsidiaries
not recognized in proportion to
the shareholding 35,475 35,475

March 31 $ 1,6-61$ 85,185 $ 3,91_3 $ 3788 $ 94,547
(XVIII) Retained earnings
1. According to the Company’s Articles of Association, current ge@arnings, if
any, shall be distributed in the following order:
(1) Pay taxes.
(2) Deficit Compensation.
(3) Appropriate 10% to be the legal surplus reserve.
(4) Set aside another sum as special reserve if necessary.
(5) In case unappropriated surplus is found, the balance willlbeated as

dividend for shareholders, and will be distributed accordintpé ratio of
shareholders or withheld as accumulated earnings purswarthe
resolution from the shareholders’ meeting.
2. Dividend policies
The Company is still in the growth stage. If more than 5%heftotal surplus
is determined to be distributed as dividends, it shall b&iduted in form of
cash and the rest will be distributed in the form of shares.
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3.

Legal reserves may only be used for offsetting deficitsissuing new shares

or distributing cash in proportion to shareholders’ original imgld. However,

when new shares are issued or cash is distributed, the astmalhbe limited

to 25% of the reserves in excess of the paid-in capital.

(1) In accordance with the regulations, the Company shall si¢ apecial
reserve equal to the net debit balance of other equity itdrtise end ¢
the reporting period before distributing earnings. When the nbit de
balance of other equity items is reversed subsequefhidy,réversed
amount should be included in the distributable earnings.

(2) The amounts previously set aside by the Company asadpeserve on
initial application of IFRSs in accordance with
Financial-Supervisory-Securities-Corporate-1010012865 on Aptil 6
2012 shall be reversed proportionately when the relevant emsetsed,
disposed of or reclassified subsequently. Such amountewaesed upon
disposal or reclassified if the assets are investmemgepty of land, and
reversed over the use period if the assets are investmemerpr other
than land.

On March 18, 2019, the 2018 surplus distribution was approvedhéy t

resolution of the Board of Directors. It is proposed tovite a statutory

surplus reserve of NT$70,651 thousand and distribute sharebolthesh
dividends of NT$1.5 per share, which is NT$428,638 thousand. The
aforementioned surplus distribution was approved by the bkbmkers'

meeting on June 13, 20109.

On March 20, 2020, the 2019 surplus distribution was approvethdy

resolution of the Board of Directors. It is proposed tovite a statutory

surplus reserve of NT$49,804 thousand and distribute sharebolthesh
dividends of NT$1 per share, which is NT$285,759 thousand. The
aforementioned surplus distribution has not been approved by the
shareholders' general meeting.

(XIX) Operating income

January 1 to March January 1 to March
31, 2020 31, 2019

Revenue from customer contracts $ 3,663,780 2,624,365

1.

Disaggregation of revenue from contracts with customers
The Group derives revenue from the transfer of goods overdimd at a point

in time in the following major product lines and geographiegions:
January 1 to

March 31, 2020 Domestic Asia Others Total
Integrated
circuit $ 1,678,728 $ 1,944,753 $ 40,249 $ 3,663,730
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January 1 to

March 31, 2019 Domestic Asia Others Total
Integrated
circuit $ 1,174,736 $ 1,392,046 $ 57,583 $ 2,624,365

2. Contract liabilities
The contract liabilities in relation to customers contrestognized by the

Group are as follows:

March 31, December 31, March 31, January 1,
2020 2019 2019 2019

Contract liabilities -
Advanced from
customers $ 48,361 $ 3,959 $ 15,842 $ 3,710

Revenue recognized that was included in the contractitialbhlance at the

beginning of the period:
January 1 to March 31, January 1 to March 31,
2020 2019

Contract liabilities -
Advanced from
customers $ 3,809 $ 84

(XX) Other revenue

January 1 to March January 1 to March

31, 2020 31, 2019

Interest income:

Interest from bank deposits $ 10,203 % 10,299

Interest income from financial assets at

amortized cost 698 57

Other interest incomes 247 355
Total interest income 11,148 10,711
Rent income 1,389 1,654
Other income - others 1,169 2,564

$ 13,706 $ 14,929

(XX1) Other gains or losses

January 1 to March January 1 to March

31, 2020 31, 2019
Foreign exchange gains - net 19,622 11,775
Profits (Losses) of Financial Assets Measured
at Fair Value through Profit or Loss ( 13,262) 35,757
Gains on lease modification 26 -
Other expenses ( 242) ( 242)
$ 6,144 $ 47,290

(XXII)  FEinancial costs

January 1 to March January 1 to March

31, 2020 31, 2019
Interest expenses:
Borrowings from banks $ 1,341 % 1,919
Provisions - discount amortization 353 323
Lease liabilities 311 262
Total interest expenses 2,005 2,504
Others 92 263
$ 2,097 % 2,767
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(XXII)  Additional information on the nature of these expenses
January 1 to March January 1 to March

31, 2020 31, 2019
Employee benefits expenses $ 301,282 % 215,815
Depreciation expenses of property, plant, and
equipment $ 74,146 $ 109,185
Depreciation expenses of right-of-use assets$ 2,434 $ 3,396
Depreciation expenses of investment propersy 242 $ 242
Amortization expenses of intangible assets $ 24,959 % 21,993

(XX1V) Employee benefits expenses

January 1 to March January 1 to March

31, 2020 31, 2019
Salaries and wages $ 272,866 % 189,443
Labor insurance and national health insurance 13,413 13,205
Pension expenses 8,037 7,706
Remuneration to Directors 1,262 236
Other personnel cost 5,704 5,225
$ 301,282 % 215,815

1. According to the provisions of the Company's Articles of d&sation, the
pre-tax interest of the current year should be deducted tendistribution of
employees' compensation and the benefits of Directors'meration, and not
less than 5% of employees' compensation and 1% of Directomghesation.

2. For the three-month periods ended March 31, 2020 and 2019, thpaGg's
compensation to employees were recognized in the amountsl égua
NT$18,770 thousand and NT$5,737 thousand, respectively; and remumeratio
to Directors and Supervisors were recognized in the amoegtzal to
NT$3,754 thousand and NT$1,147 thousand, respectively, all presented under
the payroll expense account.

For the three months ended March 31, 2020, it is estimat&dbaand 1%
based on the profitability as of the current year. AMa¥ 14, 2020, it has not
been actually allocated.

3. The employees' compensation and Directors' remuneratioROfb® resolved
by the Board of Directors are the same as the amouligneed in the
financial statements for 2019.

4. Information regarding employees' compensation and Direatensiineration
approved by the Board of Directors of the Company can be fattite open
information observatory.

(XXV)  Income tax
1. Income tax expenses

(1) Components of income tax expenses:
January 1 to March January 1 to March

31, 2020 31, 2019
Current income tax:
Income tax incurred in current
period $ 43,208 $ 4,557
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Total income tax in the period 43,208 4 557
Deferred income tax:

Initial recognition and reversal of

temporary differences ( 1,977) 7,324
Income tax expenses $ 41,2%1 11,881

(2) Income tax (charge)/credit relating to components of other

comprehensive income: None
(3) Income tax amounts directly debited or credited to equity: None.
2. The Company’s income tax returns through 2017 have been assessed and
approved by the Tax Authority.
(XXVI1) Earnings per share

January 1 to March 31, 2020
Weighted average
number of common
After-tax shares outstanding (in Earnings per
amount thousand shares) share (NT$)

Basic earnings per share
Profit for the period attributable to
ordinary shareholders of the parent
company $ 311,666 280,133 1.11
Assumed conversion of dilutive
potential ordinary shares (Note)
Remuneration to employees 1,771
Diluted earnings per share
Profit attributable to ordinary
shareholders of the parent company
considering the assumed conversion of
all dilutive potential ordinary stocks $ 311,666 281,904 1.11

January 1 to March 31, 2019
Weighted average
number of common
After-tax shares outstanding (in Earnings per
amount thousand shares) share (NT$)

Basic earnings per share
Profit for the period attributable to
ordinary shareholders of the parent
company $ 96,003 280,133 0.34
Assumed conversion of dilutive
potential ordinary shares (Note)
Remuneration to employees 1,343
Diluted earnings per share
Profit attributable to ordinary
shareholders of the parent company
considering the assumed conversion of
all dilutive potential ordinary stocks $ 96,003 281,476 0.34

Note: For the three months ended March 31, 2020 and 2019, esimuleyee stock
option has anti-dilution effect, thus is not computed.
(XXVII) Transactions with non-controlling interests
1. On March 30, 2020, the Group purchased additional issued shériés o
subsidiary, Elite Silicon Technology Inc. for NT$1,752 thousandash. The
carrying amount of Elite Silicon Technology Inc.'s non-coltityg interest on
the acquisition date was NT$119 thousand, and the equity astoibuto
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owners of the parent company decreased by NT$1,633 thousand. Theé impac
of the changes in the equity of Elite Silicon Technology lfwe. the three
months ended on March 31, 2020 on the equity attributable to owheng
parent is as follows:

2020
Carrying amount of non-controlling interests $ 11
Consideration paid to non-controlling interests ( 1,752
Capital reserve - Difference in the share price and nominal
value of the acquired shares of subsidiaries ($ 1,63

2. Canyon Semiconductor Inc., a subsidiary of the Group, issuedshares in
cash on March 4, 2019. The Group did not subscribe accordintheo
proportion of shares held, thus reducing 39.74% equity. The airtos
reduces the non-controlling interest by NT$2,365 thousand andedbéy
attributable to owners of the parent increases by NT$35,475 thousand.

(XXVI) Supplemental cash flow information

1. Investing activities with partial cash payments:
January 1 to MarchJanuary 1 to March

31, 2020 31, 2019
Purchase of property, plant, and equipment $ 23,390 $ 92,383
Add: Beginning equipment payables 58,026 41,100
Less: End equipment payables ( 20,373) ( 2922,
Cash paid in the period $ 61,043 $ 111,192
2. Changes in liabilities from financing activities
Short-term
notes and Total
Short-term  bills Lease Deposits financing
borrowings payable liabilities received liability
January 1, 2020 $274,000 $ $- 86,88 % 9,871 $ 370,758
Changes in financing cash
flows 180,000 -( 2,304 - 177,696
Interest payments - ¢ 311 - ( 311)
Interest expenses - - 311 - 311
Lease modification
changes - -( 4,253 -( 4,253
March 31, 2020 $ 454,000 $ $ 80,33($% 9,871 $ 544,201
Short-term
notes and Total
Short-term  bills Lease Deposits financing
borrowings payable liabilities received liability
January 1, 2019 $370,000 $ 99,93105,099$% 9,601 $ 584,623
Changes in financing cash
flows 180,000 -( 2,781 ( 121) 177,098
Interest payments - € 262 - ( 262)
Interest expenses - - 262 - 262
Other non-cash changes - ( 83) ( 558 - ( 641)
Foreign exchange
impact amount - - 74 - 74
March 31, 2019 $550,000 $ 99,849101,82'$ 9,480 $ 761,154
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VII.

VIII.

XI.

XIl.

Related-Party Transactions
() Names of related parties and relationship

Name Relationship with the Group
Arima Lasers Corp. The Company’s subsidiary as the Comgdrisector
Canyon Semiconductor Inc. Investee under indirect equity valuatethod

(1) Remuneration to key management

January 1 to MarchJanuary 1 to March

31, 2020 31, 2019
Salary and other short-term employees' benefits $ 8714% 8,363
Benefits after retirement 108 108
Total $ 14,985 $ 8,471

Pledged Assets

Assets pledged as collateral by the Group are enumeratelibassfo
Carrying amount

Assets December 31, March 31, 2019 Purpose of
March 31, 2020 2019 pledge item
Time deposits (listed in Guarantee for
“other current asséts) $ 3,969 $ 3,969 $ 2,26the land leased

Significant Contingent Liabilities and Unrecognized Contrac@mihmitments

Unused letters of credit issued
March 31, 2020 December 31, 2019 March 31, 2019
Unused letters of credit issued $ - $ - $ 8,349

Significant Disaster Losses

None.
Significant Events after the End of the Financial Reporting Period

None.
Others
()  Capital management
Considering the industrial characteristics, future development, cluachges in the

environment, the Group plans working capital, research and develdgpRrpenses and

dividends to safeguard the Group’s ability to continue agomg concern and to

maintain an optimal capital structure, so as to provide refornshareholders.

To maintain or adjust the capital structure, the Company awhyst the amount of

dividends paid to shareholders, issue new shares or calateholders, or repurchase
shares.

The Group's debt-to-capital ratios as of March 31, 2020, i@bee 31, 2019 and March

31, 2019 are as follows:
March 31, 2020 December 31, 2019 March 31, 2019

Total asset value $ 11,511,081 $ 10,480,320 $ 10,267,289
Total liabilities ( 3,854,394) ( 3,139,541) ( 2,895,357)
Total equity $ 7,656,687 % 7,340,779 $ 7,371,932
Debt-to-capital ratio 50% 43% 39%
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(1) Financial Instruments

1. Types of Financial instruments
March 31, 2020

December 31, 2019

March 31, 2019

Financial assets
Financial assets
mandatorily measured
at fair value through

profit or loss $ 238,207 $

252,593

$

342,131

Financial assets at fair
value through other
comprehensive
income
Designated equity
instrument

investment $ 76,716 $

50,776

$

58,207

Financial assets
measured at cost after
amortization
Cash and cash $
equivalents
Financial assets
measured at cost
after amortization -
current 81,608
Notes receivable 249
Accounts 1,629,180
Receivable
Other receivables
Time deposits
(listed in other
current assets)
Refundable
deposits (listed in
other non-current
assets)

2,643,373 $

5,180

3,969

5,667

2,757,003

140,906
34
1,256,938

82,741

3,969

6,261

$

1,923,651

30,820

1,172,720

6,694

2,267

6,395

$ 4,369,226 $

4,247,852

$

3,142,547

Financial liabilities
Short-term $
borrowings
Short-term notes -
and bills payable
Notes payable
Accounts payable
Other payables
Guarantee deposits
(listed as other
non-current assets)

454,000 $

1,900
2,651,558
493,067

9,871

274,000

1,981
2,225,909
462,523

9,871

$

550,000
99,849
2,321

1,482,927
462,479

9,480

3,610,396 $

2,974,284

$

2,607,056

$
Lease liabilities $ 80,330 $

86,887

$

101,825

2. Risk management policy

(1) The Group adopts overall risk management and control systegiearly
identify, measure and control all kinds of risks, includingrkaa risk, credit
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risk, liquidity risk and cash flow risk, which allows theanagement level to
effectively control and measure market risk, credit riglyidlity risk, and cash
flow risk.

(2) In order to ensure effective control and achieve various marleit
management targets to attain optimal risk positioning, maintaiequate
liquidity while collectively managing all market risks, tli&oup will take
factors such as consideration for the overall economicremwvient, status of

competition and market value risks.

3. Significant financial risks and degrees of financial risks
(1) Market Risks
Foreign exchange risk

A.

The Group operates internationally and is exposed to foreighaage
risk arising from various functional currency exposures, prilsnavith
respect to the USD and RMB. Foreign exchange risk arises fobure
commercial transactions, recognized assets and liahilities
Management has set up a policy to require group companieanaga
their foreign exchange risk against their functional currefiéy group
companies are required to hedge their entire foreign exchasge r
exposure with the Group treasury. To manage their forexghange risk
arising from future commercial transactions and recoghassets and
liabilities, entities in the Group use forward foreign exg@ contracts.
The foreign exchange risk arises when future commercial dctings
and recognized assets and liabilities are denominated iirigfo
currencies other than the entity's functional currency.

The Group has certain investments in foreign operations, whosese¢s$ as
are exposed to foreign currency translation risk. Theetwey exposure
arising from the net assets of the Group's foreign omeratis managed
primarily through savings denominated in the relevant foreigreacies.
Please refer to Note VI (l) for details.

The Group's businesses involve some non-functional currerenatigns
(the Company's functional currency: NTD) and is thus adfiédty the
exchange rate fluctuation. The information on assets arullities
denominated in foreign currencies whose values would be ralyeri
affected by the exchange rate fluctuations is as follows:
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March 31, 2020

. ] . Foreign
(Foreign currency: Functional currency  Exchange Book value
currency) (thousand)  rate (NT$1,000)
Financial assets
Monetary items
USD: NTD $ 117,744 30.225 $ 3,558,812
CNY: NTD 136,468 4.255 580,671
Financial liabilities
Monetary items
USD: NTD $ 51,882 30.225 $ 1,568,133
December 31, 2019
: . . Foreign
(Foreign currency: Functional currency  Exchange Book value
currency) (thousand)  rate (NT$1,000)
Financial assets
Monetary items
USD: NTD $ 120,486 29.980 $ 3,612,170
CNY: NTD 56,049 4.305 241,291
Financial liabilities
Monetary items
USD: NTD $ 47,708 29.980 $ 1,430,286
March 31, 2019
. ) . Foreign
E:Ifj(r)rrgrl]g(;:n)currency. Functional currency Exchange Book value
y (thousand) rate (NT$1,000)
Financial assets
Monetary items
USD: NTD $ 88,831 30.820 $ 2,737,771
CNY: NTD 49,772 4.580 227,956

Financial liabilities

Monetary items
USD: NTD $ 27,213 30.820 $ 838,705

The monetary items of the Group have a significant impact tb
exchange rate fluctuations. The total amount of all exchangss)(l

benefits (including realized and unrealized) recognized for the
three-month periods ended March 31, 2020 and 2019 were NT$19,622
thousand and NT$11,775 thousand.

The table below illustrates assets and liabilities denatad in foreign
currencies of which the values were materially affedctgdhe exchange

rate volatility:
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(Foreign currency: Functional
currency)

Financial assets
Monetary items

USD: NTD

CNY: NTD

Financial liabilities

Monetary items
USD: NTD

(Foreign currency: Functional
currency)

Financial assets

Monetary items
USD: NTD

CNY: NTD

Financial liabilities

Monetary items
USD: NTD

Price risk

January 1 to March 31, 2020

Sensitivity analysis

Effected on
other
Range of Effect on comprehensive
change (loss) profit  (loss) profit
1% $ 35,588 $ -
1% 5,807 i
1% $ 15,681 $ -

January 1 to March 31, 2020

Sensitivity analysis

Effected on
other
Range of Effect on comprehensive
change (loss) profit  (loss) profit
1% $ 27,378 $ -
0
1% 2,280 -
1% $ 8,387 $ -

A. The Group's equity instruments exposed to price risk arsetho
financial assets held at fair value through profit or lasd financial

assets at fair value through other comprehensive income. flagea
its price risk arising from investments in equity instrumse the

Company diversifies its portfolio. Diversification tdfe portfolio is

done in accordance with the limits set by the Company.

The Group primarily invests in equity instruments and open-end
funds issued by domestic companies, and the price of sucty equit
instruments is affected by the uncertainty of the futureevalfithe
investment target. If the prices of these equity instruméntrease

or decrease by 10%, with all other factors remaining unchanged,
profit after tax for the three months period ended March 310202
and 2019 will increase or decrease by NT$23,821 thousand and
NT$34,213 thousand respectively due to gain or loss on equity
instruments at fair value through profit or loss, and other
comprehensive income for the same years will increaseeonedse

by NT$7,672 thousand and NT$5,821 thousand respectively due to
gain or loss on equity instruments at fair value throughero
comprehensive income.

Cash flow and fair value interest rate risk
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The Group’s interest rate risk is mainly from short-tdsorrowings and
short-term notes. Borrowings with floating interest rategose the
Group to cash flow interest rate risks, of which a majoportion is

offset by the cash and cash equivalents held with floating Biteates.
Borrowings with floating interest rates expose the Groupashcflow

interest rate risks, of which a portion is offset by tlesic and cash
equivalents held with floating interest rates. The borrovpagod of the

Group at floating rates is shorter than one year. Therefbege is no

significant risk of interest rate changes after evaluation.

(2) Credit risk

A. The Group's credit risk is the financial loss risk due toinadility of the
client or the financial instrument counterparty to perforsncibontractual
obligations. It usually occurs when the counterparty is unableay off
the accounts payable according to the payment terms, arassfed as
contractual cash flow from debt instrument investments mmedsat fair
value through other comprehensive profit or loss or throughtpofoss
measured by fair value.

B. The Group manages their credit risk taking into considarate entire
group's concern. Banks and financial institutions only accept
organizations with good credit ratings as their trade capatties.
According to the Group's credit policy, each local eniityhe Group is
responsible for managing and analyzing the credit risk é&mheof their
new clients before standard payment and delivery terms andtioosd
are offered. Internal risk control assesses the credititgquaf the
customers, taking into account their financial positioastpexperience
and other factors. Individual risk limits are based onri@kor external
ratings, and the use of credit limits is regularly monitored.

C. The Group adopts the assumptions under IFRS 9, the default occurs whe
the contract payments are past due over 90 days.

D. The Group adopted the following assumptions under IFRS 9 to judge
whether there is any evidence that the credit risk of filmtstruments
has been significantly increased after initial recognition.

If the contract payments were past due over 30 days based teritiee
there has been a significant increase in credit risk on thatimstrt since
initial recognition.

E. The following indicators are used to determine whether c¢hedit
impairment of debt instruments has occurred:

(A) It becomes probable that the issuer will enter bankruptcgtioer
financial reorganization due to their financial difficulties;
(B) The disappearance of an active market for that financiaktas
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because of financial difficulties;
(C) Default or delinquency in interest or principal repayments;
(D) Adverse changes in national or regional economic conditibat t
are expected to cause a default.
After the recourse procedures, the Group writes off firdrassets to the
extent of the amount that cannot be reasonably expected tacdesred.
However, the Group will continue the legal procedures to uesein
order to secure its creditor's rights.
The financial assets held by the Group that are measuracthaittized
cost are time deposits, repurchasable bond and restricheddigposits
held in banks. The credit ratings of these banks are good,hane has
been no overdue situation in the past. Moreover, consideringhiéa is
no major change in the overall economic environment, theofiskedit
loss assessment is extremely low and the amount of impacthe
financial statements is not large.
For the aging analysis of customers' accounts receivablealtateral
information, please refer to the explanation in Note V)(I€onsidering
the Group's right to request collateral or other guaranfeesmajor
transaction partners, the Group's accounts receivable fustoroers are
grouped according to the characteristics of the collgtematl the
simplified method is adopted to estimate the expected dosditbased on
the loss rate method. Based on this evaluation, the re@mhailowance
losses of the Group were small as of March 31, 2020, Dece®ihe019,
and March 31, 2019.
Changes in loss allowance for accounts receivables usingirtiified
approach are stated as follows:

2020 2019
Accounts Receivable Accounts Receivable
January 1 $ 14,29% 4,289
Provision of impairment loss - 10,006
March 31 $ 14,295% 14,295

(3) Liquidity Risk

A.

Cash flow forecasting is performed by each operating entityeoGroup
and aggregated by Group treasury. The finance departmentorsottie
cash forecast to ensure that the Group's funds are adewgufatance its
operations.

Each operating entity's remaining cash in excess of its tipgnaeeds is
invested in demand deposits bearing interests, time depbeitsls sold
under repurchase agreement, and marketable securities,vafiici are
instruments either with appropriate maturity or with suént liquidity so
as to satisfy the said forecasting and provide sufficienttipasfor
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dispatching of funds.

C. The table below analyses the Group’s non-derivative finamteaiailities
and net-settled or gross-settled derivative financial liaddslicategorized
into relevant maturity groups, i.e. based on the remainingpget the
balance sheet date to the contractual maturity date for novetiee
financial liabilities and to the expected maturity date @mrivative
financial liabilities. The amounts disclosed in the tabkethe contractual

undiscounted cash flows.

Non-derivative financial liabilities:
March 31, 2020

Short-term borrowings

Notes payable

Accounts payable

Other payables

Lease liabilities

Deposits received

Derivative financial liabilitiesNone.

Non-derivative financial liabilities:
December 31, 2019

Short-term borrowings

Notes payable

Accounts payable

Other payables

Lease liabilities

Deposits received

Derivative financial liabilitiesNone.

Non-derivative financial liabilities:
March 31, 2019
Short-term borrowings

Short-term notes and bills payable

Notes payable
Accounts payable
Other payables
Lease liabilities
Deposits received

Derivative financial liabilitiesNone.

(1) Fair value information

Within 1 year 1to 5years Over 5 years
$ 454,000% -$ -
1,900 - -
2,651,558 - -
493,067 - -
10,360 24,823 55,612
- - 9,871
Within 1 year 1to 5years Over5 years
$ 274,000% -$ -
1,981 - -
2,225,909 - -
462,523 - -
12,685 28,440 56,605
- - 9,871
Within 1 year 1to 5years Over 5 years
$ 550,525% -$ -
99,849 - -
2,321 - -
1,482,927 - -
462,479 - -
14,578 40,256 59,582
- - 9,480

1. The different levels of inputs used in the valuation techesgior measuring the fair
value of financial and non-financial instruments have been dkésdollows:

Level I.

Quoted prices (unadjusted) in active markets for identicsets or

liabilities that the entity can access at the measurenent & market is
regarded active when a market where transactions forsded ar liability
take place with sufficient frequency and volume to providecipgi
information on an ongoing basis. The fair value of the investnin
TWSE/TPEXx-listed or emerging shares, beneficiary certégaand debt
securities of the Group are included in this category.

Level Il. Inputs other than quoted prices included within Level 1 that lasereable
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4.

for the asset or liability, either directly or indirectly.
Level Ill. Unobservable inputs for the asset or liability. The faiueadf the Group’s
equity investment without active market is included in thiegary.
Fair value information of investment property at cost is pralideNote VI(IX).
The Group’s financial instruments are not measured at fduevavith carrying
amounts approximate to their fair values, which include @amhcash equivalents,
time deposits (more than three months), notes receivableymaiscreceivable, other
receivables, refundable deposits, short-term borrowingsit4erm notes and bills
payable, notes payable, accounts payable, other payables, ligaiities (current
and non-current) and guarantee deposits.
The Group categorizes financial and non-financial instruments mexhat fair value
on the basis of the nature, characteristics and risks cddbets and liabilities. The
related information is as follows:
(1) The related information of assets and liabilities categdrlzy their nature is as

follows:

March 31, 2020 Level | Level Il Level Il Total
Assets

Recurring fair value

Financial assets at fair value

through profit and loss

Equity securities $ 65380% 1,938 $ 42,742 $ 110,060
Beneficiary certificates 84,040 - - 84,040
Debt securities 44,107 - - 44,107

Financial assets at fair value
through other comprehensive
income
Equity securities - - 76,716 76,716
$ 193,527 % 1,938 $ 119,458 $ 314,923

Financial liabilities: None.

December 31, 2019 Level | Levelll Level Il Total
Assets

Recurring fair value

Financial assets at fair value

through profit and loss

Equity securities $ 81,109 $ 2,217 $ 35,177 $ 118,503
Beneficiary certificates 84,404 - - 84,404
Debt securities 49,686 - - 49,686

Financial assets at fair value
through other comprehensive
income
Equity securities - - 50,776 50,776
$ 215,199 $ 2217 $ 85,953 $ 303,369

Financial liabilities: None.

41



(2)

March 31, 2019 Level | Level Il Level Il Total
Assets

Recurring fair value

Financial assets at fair value

through profit and loss

Equity securities $ 194,569 $ 1,715 $ 11,543 $ 207,827
Beneficiary certificates 85,873 - - 85,873
Debt securities 48,431 - - 48,431

Financial assets at fair value
through other comprehensive
income

Equity securities - 58,207 58,207

$ 328,873 $ 1,715 $ 69,750 $ 400,338

Financial liabilities: None.
The methods and assumptions of fair value measurement tokoas:
A. The instruments the Group used market quoted prices as dlrevrafues

(that is, Level 1) are listed below by characteristics:

TWSE/TPEX-listed and emerging
stocks Open-end fund
Market quoted price Closing price Net value

B. Except for financial instruments with active markets, thg falue of
other financial instruments is measured by using valuation tgchsior

by reference to counterparty quotes. The fair value of financial
instruments measured by using valuation techniques can éeeefto
current fair value of instruments with similar terms and abi@ristics in
substance, discounted cash flow method or other valuatiethaus,
including calculated by applying model using market infation
available at the consolidated balance sheet date.

C. The output of valuation model is an estimated value and the imluat
technique may not be able to capture all relevant factotbeofGroup's
financial and non-financial instruments. Therefore, themested value
derived using valuation model is adjusted according to additimputs,
for example, model risk or liquidity risk and etc. In accomawith the
Group's management policies and relevant control procedelasg to
the valuation models used for fair value measurement, manageme
believes adjustment to valuation is necessary in order asorably
represent the fair value of financial and non-financial insénts at the
consolidated balance sheet. The inputs and pricing informatiod use
during valuation are carefully assessed and adjusted basexiroent
market conditions.

. There was no transfer between Level 1 and Level 2 of thevddire hierarchy as at
the three-month periods ended March 31, 2020 and 2019.
. The movement on Level 3 for the three-month period ended Marc(20 and

2019 is as follows:
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Equity securities

2020 2019
January 1 $ 85,953 $ 66,115
Evaluation adjustment 33,505 3,635
March 31 $ 119,458 $ 69,750

The finance department of the Group is in charge of valuationeplures for fair
value measurements being categorized within Level 3, whichviertty independent
fair value of financial instruments. Such assessment énsoire the valuation results
are reasonable by applying independent information to makdtgedose to current
market conditions, confirming the resource of informatisnndependent, reliable,
and in line with other resources and represented as the exdecigace, and
frequently calibrating valuation model, performing back-tegtiupdating inputs
used to the valuation model, and making any other necesdjustments to the fair
value.

The following is the qualitative information of significunobservable inputs and
sensitivity analysis of changes in significant unobservablatfo valuation model
used in Level 3 fair value measurement:

Significant Interval
March 31, 2020 Valuation unobservable (weighted- Relationship between input
Fair value technique inputvalue average) value and fair value
Non-derivative
equity instruments:

Unlisted shares $ 27,592Comparable Discount for 30% Insufficient market
company lack of liquidity; the higher the
analysis marketability discount, the lower the fair

value

Unlisted shares 76,716 Comparable Discount for 40% Insufficient market
company lack of liquidity; the higher the
analysis marketability discount, the lower the fair

value

Unlisted shares 15,150 Recent N/A N/A N/A
transaction
price

December 31, Significant Interval
2019 Valuation unobservable (weighted- Relationship between input
Fair value technigue  inputvalue average) value and fair value
Non-derivative
equity instruments:

Unlisted shares $ 20,027Comparable Discount for 30% Insufficient market
company lack of liquidity; the higher the
analysis marketability discount, the lower the fair

value

Unlisted shares 50,776 Comparable Discount for 40% Insufficient market
company lack of liquidity; the higher the
analysis marketability discount, the lower the fair

value

Unlisted shares 15,150 Recent N/A N/A N/A
transaction
price
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Significant Interval
Fair value as of Valuation unobservable (weighted- Relationship between input

March 31, 2019 technique inputvalue average) value and fair value
Non-derivative
equity instruments:

Unlisted shares $ 11,543ComparableDiscount for  20%~40% Insufficient market
company lack of liquidity; the higher the
analysis marketability discount, the lower the fair

value

Unlisted shares 58,207 Comparable Discount for 40% Insufficient market
company lack of liquidity; the higher the
analysis marketability discount, the lower the fair

value

9. The Group has carefully assessed the valuation models anth@tgsns used to
measure fair value. However, use of different valuatiardets or assumptions may
result in different measurement. The following is the cffef profit or loss or of
other comprehensive income from financial assets categbwathin Level Il if the

inputs used to valuation models have changed:
March 31, 2020
Recognized in other
Recognized in profit and losscomprehensive profit and loss
Favorable  Unfavorable Favorable Unfavorable

Input Change change change change change
) ) Evaluation for
Financial assets - lack of
equity instrument - ketability ~ +10% $ 1,183 (3 1,183) $ 5114 ($ 5114)

December 31, 2019

Recognized in other
Recognized in profit and losscomprehensive profit and loss
Favorable  Unfavorable Favorable Unfavorable

Input Change change change change change
. . Evaluation for
Financial assets - lack of
equity instrument - vetability ~ +10% $ 858 (3 858 $ 3384 ($ 3384

March 31, 2019

Recognized in other
Recognized in profit and losscomprehensive profit and loss
Favorable  Unfavorable Favorable Unfavorable

Input Change change change change change
) ) Evaluation for
Financial assets - lack of
equity instrument - rvetability ~ +10% $ 689 (3 689) $ -~ s -

XIIl. Supplementary Disclosures

() Information on significant transactions:

1. Loaning Funds to others: None.

2. Endorsements/guarantees provided to others: None.

3. Marketable Securities Held at the End of the Period (Exetudnvestment in
Subsidiaries, Associates and Joint Ventures): Pleasetoefgrpendix Table 1.

4. Accumulated to buy or sell the same marketable seesrgimount to NT$300
million or more than 20% of the paid-up capital: None

5. Acquisition of individual real estate properties at casdtat least NT$300 million
or 20% of the paid-in capital: None

6. Disposal of individual real estate properties at priockat least NT$300 million or
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(1)

(1

(V)

20% of the paid-in capital: None

7. . The amount of purchase and sales with related partiesrasntmuNT$100 million
or more than 20% of the paid-up capital: None.

8. Receivables from related parties amounting to at least BT $illion or 20% of
the paid-in capital: None

9. Derivative financial instrument transactions: None.

10. Significant inter-company transactions during the reporting periBdsse refer to
Appendix Table 2.

Information on investees

Name of investee companies, location, and other relevabrmation (excluding
investee companies in Mainland China): Please refer to App&atlle 3 for details.
Information regarding investment in the territory of Mainla®ina

1. Basic information: Please refer to Appendix Table 4.

2. Significant Transactions with Investee Companies in Mainlardn& Either

Directly or Indirectly through a Business at Third Locationnio
Information on major shareholders
As of March 31, 2020, the Company did not have any shareholddrs shareholding
ratio of more than 5%.

XIV. Operating Segment Information

(1)

(1)

(1

General information

The Group's business involves one single industry, and thef obperating

decision-maker of the Company uses the Group as a whole ltae@erformance and
allocate resources when performing performance evaluatiomesmadirce allocation. It
is identified that the Company shall be the single reporting depatt

Segment information

The financial information of reportable segments provided chief operating

decision-maker is as follows:
January 1 to Marcllanuary 1 to March

31, 2020 31, 2019
Income from external customers $ 3,663,73 % 2,624,365
Segment net profit before tax $ 352,84 $ 107,358

March 31, 2020 March 31, 2019
Segment assets $ 11,511,0¢ $ 10,267,289

Segment liabilities $ 3,854,389 $ 2,895,357
Reconciliation to the segment profit/lo$$éone.
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Appendix Table 1

Elite Semiconductor Memory Technology Inc. andSusbsidiaries

Securities held at the end of the period

March 31, 2020

Unit: NT$ thousand

(Unless otherwise indicated)

End of the period

Relationship with the Number of Book value Ratio of Fair value
Holding company Types and names of securities securities issuer Accounting titles in statements shares (Note) shareholding (Note) Remarks
Elite Semiconductor Shares of Arima Lasers Corp. Company'’s subsidiaryFinancial assets at fair value through 3,455,000 $ 51,30 12.26 $ 51,307
Memory Technology Inc. as this company’s profit and loss
director
Elite Semiconductor Shares of King Yuan Electronics Co., Ltd. None Financial assets at fair value through 10,000 302 0.00 302
Memory Technology Inc. profit and loss
Elite Semiconductor HSBC FRN Perpetual Bond None Financial assets at fair value through 1,000,000 19,93t N/A 19,935
Memory Technology Inc. profit and loss
Elite Semiconductor ANZ FRN Perpetual Bond None Financial assets at fair value through 500,000 9,041 N/A 9,041
Memory Technology Inc. profit and loss
Elite Semiconductor BGF RENMINBI BOND FUND None Financial assets at fair value through 127,986 52,88! N/A 52,881
Memory Technology Inc. profit and loss
Elite Semiconductor Preference shares of Turning Point Lasers Ltd. None Financial assets at fair value through 1,000,000 38,35¢ 8.06 38,358
Memory Technology Inc. other comprehensive income
Elite Investment Services USD preference share - HSBC bond None Financial assets at fair value through 20,000 15,131 N/A 15,131
Ltd. profit and loss
Elite Investment Services HSBC RQFII China Fixed Income Fund None Financial assets at fair value through 600,000 31,15¢ N/A 31,159
Ltd. profit and loss
Charng Feng Investment .,Shares of King Yuan Electronics Co., Ltd. None Financial assets at fair value through 10,000 302 0.00 302
Ltd. profit and loss
Charng Feng Investment .,Shares of Arima Lasers Corp. None Financial assets at fair value through 907,000 13,46¢ 3.22 13,469
Ltd. profit and loss
Charng Feng Investment .,Shares of Ushine Photonics Corp. None Financial assets at fair value through 115,519 71C 0.41 710
Ltd. profit and loss
Charng Feng Investment .,Shares of Brightek O ptoelectric Co., Ltd. None Financial assets at fair value through 90,601 1,22¢ 0.15 1,228
Ltd.. profit and loss
Charng Feng Investment .,Shares of M3 Technology Inc. None Financial assets at fair value through 600,000 20,92¢ 1.63 20,926
Ltd. profit and loss
Charng Feng Investment .,Shares of M2 Communication Inc. None Financial assets at fair value through 2,000,000 6,66¢ 7.89 6,666
Ltd. profit and loss
Charng Feng Investment .,Powerchip Semiconductor Manufacturing Corporation None Financial assets at fair value through 1,500,000 15,15( 0.05 15,150
Ltd. profit and loss
Charng Feng Investment .,Preference shares of Turning Point Lasers Ltd. None Financial assets at fair value through 1,000,000 38,35¢ 8.06 38,358
Ltd. other comprehensive income
Jie Yong Investment Co., Shares of Elite Semiconductor Memory Technologgy. In Parent company Financial assets at fair valueugho 14,154,000 400,55¢ 4.95 400,558

Ltd.

Note: Financial asset evaluation adjustment andulative conversion adjustment are included.

other comprehensive income
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Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Significant inter-company transactions during the reportingogeri
January 1, 2020 to March 31, 2020
Unit: NT$ thousand

Appendix Table 2 (Unless otherwise indicated)

Transactions

Percentage to

No. consolidated net

(Note Relationship Terms and revenue or total assets

1) Trader’s name Counterparty (Note 2) Title Amount conditions (Note 3)
0 Elite Semiconductor Memory Eon Silicon Solutions, Inc. USA ()] Researchand $ 28,818 Note 4 0.79%
Technology Inc. development
expenses
Note 1. The numbers filled in for the transaction company in respect ofaumpany transactions are as follows:
(1) The number O represents the parent company.
(2) The consolidated subsidiaries are numbered in order from number 1.
Note 2. Relations with counterparty can be any one of the followingethypes:
(1) The parent company to the consolidated subsidiary.
(2) The consolidated subsidiary to the parent company.
(3) The consolidated subsidiary to another consolidated subsidiary.

Note 3. Regarding the percentage of transaction amount to consolidlatild operating revenues or total assets, it is calculateddban ending balance of transaction to
consolidated total assets for balance sheet accounts ard ba accumulated transaction amount for the period to édateal total operating revenues for income
statement accounts.

Note 4. The transaction conditions are decided by the two parties thnoegotiation.
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Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Name of investee companies, location, and other relevantriaf@mn (excluding investee companies in mainland China)
January 1, 2020 to March 31, 2020
Unit: NT$ thousand

Appendix Table (Unless otherwise indicated)
Original investment Investment
amount Ending shareholding Profit/loss of the  income (loss)
Current End of Number of investee for the  recognized by
Investor Name of investee Location Principal bussess period-end last year shares PercentageBook value period the Company Remarks
Elite Semiconductor Elite Memory Taiwan R&D, production, sales and relevant  $ 272 $ 272 100,000 100 $ 40,131 $ 9,952 $ 9,952
Memory Technology  Technology Inc. consulting service of integrated circuit
Inc.
Elite Semiconductor Charng Feng Taiwan General Investment 500,000 500,000 50,000,000 100 409,139 3,133 3,133
Memory Technology  Investment Ltd.
Inc.
Elite Semiconductor Elite Investment British General Investment 453,375 453,375 15 100 631,987 4,266 4,266
Memory Technology  Services Ltd. Virgin
Inc. Islands
Elite Semiconductor Elite British General Investment 169,777 169,777 1,000 100 23,441 ( 3,187) ( 3,187)
Memory Technology =~ Semiconductor Virgin
Inc. (B.V.1.) Ltd. Islands
Elite Semiconductor Jie Young Taiwan General Investment 270,000 270,000 3,600,000 41.86 138,666 ( 36) ( 15)
Memory Technology  Investment Ltd.
Inc.
Elite Semiconductor Eon Silicon USA Design, development and testing of 13,304 13,304 200,000 100 4,503 5,673 5,673
Memory Technology  Solutions, Inc. USA products
Inc.
Charng Feng Investment 3R Semiconductor Taiwan Product design, wholesale and retail of 69,407 69,407 10,000,000 100 22,396 ( 124) ( 124)
Ltd. Technology Inc. electronic materials, manufacturing of

electronic components, information

software services and international trade
Charng Feng Investment Elite Silicon Taiwan Product design, wholesale and retail of 61,039 59,288 7,329,160 96.44 ( 178) ( 878) ( 847)
Ltd. Technology Inc. electronic materials, manufacturing of

electronic components, information

software services and international trade

Charng Feng Investment Canyon Taiwan International trade, electronic 80,337 80,337 8,350,000 40.93 30,783 ( 5,932) ( 2,427)
Ltd. Semiconductor Inc. component manufacturing, product

design, and information software

services
Charng Feng Investment Elite Innovation Japan Product design, wholesale and retail of 2,788 2,788 200 100 2,198 ( 118) ( 118)
Ltd. Japan Ltd. electronic materials, manufacturing of

electronic components, information
software services and international trade

Note: The foreign currency investment amount is converted acgptdithe exchange rate on March 31, 2020.
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Elite Semiconductor Memory Technology Inc. and its Subsidiaries
Information regarding investment in the territory of Mainland ChiBasic information
January 1, 2020 to March 31, 2020
Unit: NT$ thousand
Appendix Table (Unless otherwise indicated)

from Taiwan to Mainland

China/ Amount remitted The
Accumulated back to Taiwan for the Accumulated Company's
amount of year ended December 31, amount of Profit/loss percentage
investment 2018 (Note 5) investment of the of Investment income The investment
Paid-in  Investment remitted Amount of investment remitted from investee ownership (loss) recognizedEnding bookincome received
Names of investees in Capital methods from Taiwan Outward Recover Taiwan at for the directly or bythe Company value of atthe end of the
China Principal businesses (Note 4) (Note 1) at beginning remittance ending period indirectly (Note 2) investment current period Remarks
Elite Semiconductor Technical consultation and $ 6,219 1) $ - $ - % - $ -$ 372 100 $ 37. $ 2,263 $ - Note 4
Memory Technology  service, after-sales service
(Shenzhen) Inc.
Elite Semiconductor Product design, wholesale and - 1) - - - - - - - - - Note 6
Microelectronics retail of electronic materials,
(Shanghai) Technology information software services
Inc. and international trade
Investment amount approved by the
Accumulated investment from Taiwan to Investment Commission of the Minis Investment amount approved by the
Company name Mainland China at ending of Economic Affairs (Note 5) Investment Commission MOEAIC
Charng Feng Investment Ltd. $ - $ 1,193 $ 4,673,46

Note 1. The methods for engaging in investment in Mainland China include tee fbllowing types:
(1) Directinvestment in mainland China.
(2) Reinvestin mainland China through companies in a third area.
(3) Other methods.

Note 2. Investment profits and losses are recognized in accordance witihhdheiél statements that have not been reviewed by individual asiditoing the same period.

Note 3. The numbers related to this table are expressed in NTD.

Note 4. The amount of paid-in capital is based on the exchange rate on Mar262%1,

Note 5. The subsidiary of the Company, Charng Feng Investment Ltd., eltdite amended investment amount of USD39,485.42 approved by tlstmene Commission,
MOEA on February 6, 2020.

Note 6. Elite Semiconductor Microelectronics (Shanghai) Technology Was established on November 27, 2019 and has not applied/dstment to Investment Commission,
MOEA. It has not yet operated as of March 31, 2020.
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