(The summary transiation document is prepared in accordance with the Chinese version and is for reference only.

In the event of any inconsistency between the English version and the Chinese version, the Chinese version shall

prevail.)

Pou Chen Corporation
2020 Annual Shareholders’ Meeting Minutes
(Summary Translation)

Date and Time: June 19, 2020 (Friday) at 9:30 a.m.

Loeation: Conference room on the 3™ floor of the Company’s office building in the Fu Hsin Industrial
Park located at No. 2, Fu-Kong Rd., Fu Ilsin Hsian, Chang Hwa, Taiwan

Total outstanding shares of the Company: 2,946,787,213 shares.

Total shares represented by Shareholders’ presented in person or by proxy: 2,447,023 896 shares.
(Including 2,066,640,740votes casted electronically)

Percentage of shares held by Shareholders’ present in person or by proxy: 83.04%
Chairperson: Chan, Lu-Min, the chairman of the Board of Directors

Recorder: Ho, Ming-Kun

Directors: Tsai, Pei-Chun (Director), Lu, Chin-Chu, Representative of Ever Green Investments
Corporation (Director), Tsai, Min-Chich, Representative of Tzong Ming Investments Co., I.id. (Director),
Ho, Yue-Ming, Representative of Lai Chia Investments Co., Ltd. (Director), Chen, Huan-Chung
(Independent Director), Chen, Bor-Liang (Independent Director), Chiu, Tien-I (Independent Director)

Attendees: Hong, Kuo-Tyan (CPA, Deloittc & Touche), Henry Han (Lawyer, Chien Yen Law Offices)

As the aggregate shareholding of the shareholders present in person or by proxy constituted a quorum, the
chairperson called the meeting to order.

Chairperson Remarks: (Omitted)

A. Report Items
1. 2019 Business and Financial Report: please refer to Appendix I

2. The Audit Committes’s Review Report on the 2019 Financial Statements: please refer to Appendix
IT.

3. Report on the 2019 Distribution of Employees’ Compensation and Directors’ Remuneration.
a. The Company’s profit is NT$12,699,995,937 in 2019 (*profit” shall mean the income before
income tax less employees’ compensation and Directors’ remuneration). It i3 proposed that
1.6% and 0.8% of the profit, which is equal to NT$203,200,000 and NT$101,600,000, will be

allocated as employees’ compensation and Directors’ remuneration. The distribution shall be
made n cash.

h. The above amount is consistent with the estimate for the fiscal year.
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4. The 2019 profit distribution of cash dividends.

a. The Company’s 2019 net income is NT$11,828,609,101. The Board of Directors resolved to
distribute cash dividends in the amount of NT$ 3,683,484,016 to the shareholders according to
their share ownership at NT$1.25 per share, rounded down to the nearest New Taiwan Dollar.
Dividends distributed under NT$1 shall be recognized as “Other Income” of the Company.

b. The Chairman ol the Board is authorized to set the record date, payment date and other relevant
matters after such proposal is approved by the Board of Directors. If the cash distribution ratio
changes which result in changes in number of the total issued and outstanding shares of the

Company, the Chairman of the Board is authorized to make any adjustments as necessary.

B. Ratifications

1. Ratification of the 2019 Business Repori, Financial Statements and Profit Distribution Plan
(proposed by the Board of Directors)

a.The Audit Commitiee of the Company has reviewed the 2019 Business Report, Financial
Statements (including consolidated and separate balance sheets, statements of comprehensive
income, statements of changes in equity and statements of cash flows) and the profit distribution
plan. The Financial Statements were audited by independent certified public accountants, W,
Ker-Chang and Hong Kuo-Tyan, of Deloitte & Touche.

b. Ratification of the 2019 Business Report, Financial Statements please refers to Appendix 1 and
the profit distribution plan please refers to following page.



Pou Chen Corporation
2019 Profit Distribution Plan

(in NT$)

Beginning unappropriated retained earnings $ 24,493,333,240
Adjustment arising from investments accounled for equity

method ( 76,148,880)
Cumulative income(loss) from investment 1in equity
instruments  designed at fair wvalue through other

comprehensive income of associates and joml ventures

transfer to retained carnings (  1,706,234,111)
Amounl recognized in retained earnings of remeasurement of
defined benefit plan ( 50,739,563)
Unappropriated retained carnings after adjustment 22.660,210,686
Net income of 2019 11,828,609,101
Less: 10% legal reserve ( 1,182,860.910)
Reversal of special reserve | 22,293 368,587
Retained earnings available for distribution as of 2019 55,599,327.464
Distribution item:

Shareholders dividend - cash dividend (NT$1.25/share)** 3,683,484,016
Unappropriated retained earnings $ 51,915,843,448

= B
Chan, Lu-Min Lu, Chin-Chu |28, Ho, Ming-Kun m%mm
Chairman of the Board President Head of Accounting Dept.

: Reversal of special reserve by the Company from 2019 other equity items. (including exchange differences on translating foreign operations, unrealized
srin on [noncial assets at fair value through other comprehensive income and share of the other comprehensive income of associales).
z Shoreholders dividends distributed sre computation of 2,946, 787,213 shares outstanding as of April 21, 2020,

i The Board of Directors is authorized to decide the distribution of partial or full dividends in cash, and report the decision al the shareholders” meeting in

accordance with Article 23-1of the Anticles of Incorporation.



RESOLVED, that the above proposal be and hereby was approved as proposed.

Voting Results: Shares represented at the time of voting: 2,447,023,896 votes.

0 7 ]
Voting results* % of the total represented share
present
Votes in favor: 2,127,567,789 votes 06.94%
(1,747,281.633 votes) 940
Votes against: 1,240,654 votes -
(1,240,654 votes) 0.05%
Votes abstained: 318,215,453 votes .
(318.118,453votes) 13.00%

*including voles casted clectronically (numbers in brackets)

. Discussion

1. Discussion on the amendments to the Company’s “Rules and Procedures of Shareholders’

Meetings™.

(proposed by the Board of Directors)

a. To amend the Company’s “Rules and Procedures of Shareholders’ Meetings™ in accordance

are set forth below.,

fulfillment of the Company’s operational needs.

with certain provisions of the “Sample Template for XXX Co., Ltd. Rules of Procedure for
Sharcholders Meetings™ as amended and promulgated by the Taiwan Stock Exchange
Corporation on January 2, 2020 Letter No. Financial-Supervisory-Securities-Coporate-
1080024221 and to reflect regilatory amendments of Company Act, meanwhile also in

Comparisons of pre-amended and amended “Rules and Procedures of Shareholders® Meetings™

Amended Provisions

Pre-amended Provisions |

Commentary |

Article 2

other explanatory information

(Convention of Shareholders’
Meeting and Meeting Notice)
Except as otherwise provided in
relevant laws, the Company’s
sharcholders® meetings shall be
convened by the board of
Directors.

The Company shall make the
meeting notice, proxy form, short
title for ratification proposals,
discussion proposals and election

or removal of Directors, and

(Convention of Shareholders’
Meeting and Meeting Notice)
Except as otherwise provided in
relevant laws, the Company’s
shareholders’ meetings shall be
convened by the board of
Directors.

The Company shall make the
meeting notice, proxy form, short
title for ratification proposals,
discussion proposals and election
or removal of Directors, and

other explanatory information

1.Item 4 was
amended pursuant
to amendments to
Paragraph 35,
Article 172 of the
Company Act.

2. Wordings in Ttems
5 and 6 were
amended pursuant
to amendments to
Paragraphs | and
2, Article 172-1 of
the Company Act. |
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Amended Provisions

Pre-amended Provisions

Commentary

into clectronic files and submit
such files onto the Market
Observation Post System (the
“MOPS™) website thirty days
before the regular shareholders’
meeting or fifteen days before the
special shareholders’ meeting,
The Company shall also make
the handbook for shareholders’
meetings and other
supplementary materials into
electronic files and submit these
files onto the MOPS website
twenty one days before the
regular shareholders’ meeting or
fifteen days before the special
shareholders’ meeting. The
Company shall prepare the
handbook for shareholders’
meetings and other
supplementary materials [ifteen
days before the shareholders’
meeting for shareholders to ask
for at any time, exhibit these
documents in the Company and
the professional agency
appointed by the Company to
handle the share-related affairs
for the Company, and distribute
such documents at the
shareholders’ meeting.

The reasons for convening the
sharcholders” meeting shall be
indicated in the notice and the
announcement to the
shareholders; and the notice may
be delivered by means of
electronic transmission with prior
consent from the recipient(s).

Matters pertaining to clection or

into electronic files and submit
such files onto the Market
Observation Post System (the
*MOPS™) websile thirty days
before the regular shareholders’
meeting or fifteen days before the
special shareholders™ meeting.
The Company shall also make
the handbhook for shareholders’
meetings and other
supplementary materials into
electronic files and submit these
files onto the MOPS website
twenty one days before the
regular shareholders’ meeting or
fifteen days before the special
shareholders’ meeting. The
Company shall prepare the
handbook for shareholders’
meetings and other
supplementary materials fifteen
days before the shareholders’
meeting for shareholders to ask
for at any ime, exhibit these
documents in the Company and
the professional agency
appointed by the Company to
handle the share-related affairs
for the Company. and distribute
such documents at the
shareholders’ meeting.

The reasons for convening the
shareholders” meeting shall be
indicated in the notice and the
announcement to the
shareholders; and the notice may
be delivered by means of
electronic transmission with prior
congent [rom the recipient(s).

Matlers pertaining to election or
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Aj_nendcd Provisions

Pre-amended Provisions

Commentary

removal of Directors,
amendments o the Articles of
Incorporation, reduction of

capital, application for the

approval ol ceasing its status as a

public company, approval of

competing with the Company by

directors, suplus profit

distributed in the form of new

shares, reserve distributed in the

form of new shares. dissolution,

merger, spin-off, or any matters
as set forth in Article 185
Paragraph 1 of the Company Act,
Article 26-1 and Article 43-6 of
the Securities and Exchange Act,
and Article 56-1 and Article 60-2
of the Regulations Governing the
Offering and Issuance of
Securities by Securities [ssuers
shall be listed in the reasons and

the essential contents shall be

explained in the notice for

convening the shareholders’
meeting, and shall not be brought
up as extemporary motions, the

| essential contents may be posted

on the website designated by the
competent authority in charpe of

securities aftairs or the Company,

and such website shall be

indicated in the above notice.
Shareholders holding 1% or more
of the total number of

outstanding shares of the
Company may propose to the
Company a proposal at regular
shareholders’ meetings, provided
that only one matter is allowed in

such a proposal, and proposals

removal of Directors,
amendments to the Articles of
Incorporation, dissolution,
merger, spin-ofl, or any matters
as set forth in Article 185
Paragraph 1 of the Company Act,
Article 26-1 and Article 43-6 of
the Securities and Exchange Act,
and Article 56-1 and Article 60-2
of the Regulations Governing the
Offering and Issuance of
Securities by Securities Tssuers
shall be listed in the reasons for
convening the shareholders’
meeting, and shall not be brought

up as extemporary motions.

Shareholders holding 1% or more
of the total number of
outstanding shares of the
Company may propose to the
Company a proposal in writing at
regular sharcholders’ meetings,
provided that only one matter is

allowed in such a proposal, and
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Amended Provisions

Pre-amended Provisions

Commentary

with more than one maitter will
not be meluded in the agenda.

Unless a shareholder proposal

proposed for ureing the Company

lo promote public interests or

ful il its social responsibilities

may still be ineluded in the list of

proposals to be discussed at a

regular meeting of shareholders

by the board of directors. In

addition, 1f there are any of the
circumstances listed in Paragraph
4, Article 172-1 of the Company
Act in the proposal raised by a
shareholder, the board of
Directors may choose not o hist
such a proposal in the agenda.
Prior to the date on which share
transfer registration is suspended
before the convention of the
regular shareholders’ meeting,
the Company shall publish an

anmouncement in writing or by

way of electronic transmission

and the time period for
shareholders to submit proposals
to be resolved at the meeting; and
the time period for accepting
such proposals shall not be less
than ten days.

(omitted)

| proposals with more than one

matter will not be included in the
agenda. In addition, if there are
any of the circumstances listed in
Paragraph 4, Article 172-1 of the
Company Act in the proposal
raised by a sharcholder, the board
of Directors may choose not to

list such a proposal in the agenda.

Prior to the date on which share
transfer registration is suspended
before the convention of the
regular sharcholders’ meeting,
the Company shall publish an
announcement stating the place
and the time period for

sharcholders to submit proposals
to be resolved at the meeting; and
the time period for accepting
such proposals shall not be less
than ten days.

(omitted)

Article 5

(Preparation of Aftendance
Register and other Documents)
The Company shall set forth in
the meeting notice the time and
place for shareholders to sign in,
and any other matters to be noted
by the shareholders.

The time for shareholders to sign
in under the preceding paragraph

{(Preparation of Attendance
Register and other Documents)
The Company shall set forth in
the meeting notice the time and
place for shareholders to sign 1n,
and any other matters to be noted
by the shareholders.

The time for shareholders to sign

in under the preceding paragraph

Wordings in Ttem 2

revised for clanty.
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Amendggi_ Provisions

Pre-amended vai:siuns

Commentary

shall be processed al least thirty
minutes earlier than the meeting
commencement time. There shall
be a conspicuous sign to indicate
the place for shareholdets to sign
in, and sufficient and proper
personnel shall be at such place
to handle relevant matters.
(omitted)

shall be started Lo process at least
thirty minutes earhier than the

meeting commencement time.

There shall be a conspicuous sign
to indicate the place for
shareholders to sign in, and
sufficient and proper personnel
shall be at such place to handle
relevant matters.

(omitted)

Article 9

(Discussion of Proposals)
Agendas [or shareholders’
meetings shall be set by the board
of Directors il such mectings are
convened by the board of
Directors, Relevant proposals
(including extemporary motions
or amendments to the existing
proposals) shall be resolved by
voting on a proposal-by-proposal

basis. Unless otherwize resolved
by resolution at the shareholders’
meetings, the meetings shall be

carried out in accordance with
the scheduled agenda.

The preceding paragraph shall
apply mutatis mutandis to
meetings convened by any
person, other than the board of
Directors, with the authority to
convene such meeting.

In respect of the scheduled
agenda referred to in the
preceding two paragraphs, the
chairman may not, absenta
resolution, unilaterally anmounce
the adjournment of the meeting
before all of the items on such
agenda (including ad hoc

mﬂtions]iava been resolved. I

(Discussion of Proposals)
Agendas for shareholders’
meetings shall be set by the board
of Directors il such meetings are
convened by the board of
Directors. Unless otherwise
resolved by resolution at the
shareholders’ meetings, the
meetings shall be carried out in
accordance with the scheduled
agenda.

The preceding paragraph shall
apply mutatis mutandis to
meetings convened by any
person, other than the board of
Directors, with the authority to
convene such meeting.

In respect of the scheduled
agenda referred to in the
preceding two paragraphs, the
chairman may not, absent a
resolution, unilaterally announce
the adjournment of the meeting
before all of the items on such
agenda (including ad hoc

motions) have been resolved. If

1.The Company
adopts e-voling to
realize the spirit of
voting by poll.
Therefore, Ttem 1
was amended.

2. Item 4 was
amended to secure
shareholders'
voting rights.

g




Amended Provisions

Pre-amended Provisions

Coppitentary’ |

the chairman announces its
adjournment in violation of the
Rules and Procedures, other
Directors of the board shall
promptly assist the Shareholders
present to elect, in accordance
with legal procedures, one person
to act as chairman to continue the
meeting with more than half of
the votes of the Sharcholders
present.

For proposals and amendments to
the proposals and ad hoc motions
proposed by the Sharcholders,
the chairman shall ensure there is
adequate opportunity for
explanation and discussion. If the
chairman believes that the

| discussion for a proposal has

reached a level where a vote may
be called, the chairman may
announce to end such discussion
and call for a vote. Adeguate
time shall be atranged for voting,

the chairman announces its
adjournment in violation of the
Rules and Procedures, other
Directors of the board shall
promptly assist the Sharcholders
present o elect, in accordance
with legal procedures, one person
to act as chairman to continue the
meeting with more than half of
the votes of the Shareholders
present.

For proposals and amendments to
the proposals and ad hoec motions
proposed by the Shareholders,
the chairman shall ensure there is
adequate opportunity for
explanation and discussion. If the
chairman believes that the
discussion [or a proposal has
reached a level where a vote may
be called, the chairman may
announce (o end such discussion

and call for a vote.

Article 14

(Minutes of Sharcholders’
Meetings and Signatures)
Resolutions adopted at
sharcholders’ meetings shall be
made into minutes, which shall
be signed by or affixed with seal
of the chairman of the
sharcholders' meetings and
distributed to all of the
Shareholders within 20 days after
the shareholders' meetings. The
distribution of the shareholders'
meetings minules may be done
by way of electronic
transmission.

The Company may distribute the

{(Minutes of Shareholders’
Meetings and Signaturcs)
Resolutions adopted at
sharcholders’ meetings shall be
made into minutes, which shall
be signed by or affixed with seal
of the chairman of the
sharcholders' meetings and
distributed to all of the
Sharcholders within 20 days alter
the shareholders' meetings. The
distribution of the shareholders'
meetings minutes may be done
by way of electronic
transmission.

The Company may distribute the

Applicable wordings
i [tem 3 were
amended to realize
the spirit of voting
by poll.
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Ameutgl_ed Provisions

Pre-amended Provisions

Commentary

shareholders' meelings minutes
under the preceding paragraph by
public announcement on the
MOPS website.

Minutes of the shareholders'
meetings shall record the date
and place of the shareholders’'
meetings, name of the chairman,
and the method for adopting
resolutions, as well as summarics

and results of voting (including

the statistics on the votes). If an

election of directors is held, the

number of weighted voles for

each elected directors shall be
disclosed. Minutes of the
sharcholders' meetings shall be

kept indefinitely for as long as

the Company is in existence.

shareholders' mectings minutes
under the preceding paragraph by
public anmouncement on the
MOPS website.

Minutes of the sharcholders'
meetings shall record the date
and place of the shareholders'
meetings, name of the chairman,
and the method for adopting
resolutions, as well as summaries
and results of proceedings.
Minutes of the shareholders'
meetings shall be kept
indefinitely for as long as the

Company is in existence.

Voting Results: Shares represented at the time of voting: 2.447,023,8%6votes.

; ; % of the total represented share
Voting results*
present
Votes in favor: 2,122,079,099 votes
_ 86.72%
(1,741,792,943 votes)
Votes against: 465,055 votes
otes again voles i i
(465,055 votes)
Votes abstained: 324,479,742 votes ;
13.26%
(324,382,742 votes)

*including votes casted electronically (numbers in brackets)

F. Extraordinary Motions: None

G. Adjournment Time: The meeting was adjourned at 9:59 a.m.
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Appendix |

2019 Business and Financial Reports

a. Business Report

i. Operational Review

The Company's non-consolidated revenue in 2019 was NT$11.4 billion, the consolidated
revenue was NT$313.2 billion, representing an increase of 6.76% compared to NT$293.3
billion in the previous year, and the net income attributed to owners of the Company was
NT%$11.8 billion, an increase of 10.46% compared to NT$10,7 billion in the previous year.
(Schedule 1 and Schedule 1-1)

(1) Operating revenue

The Company's consolidated revenue was generated from its two core businesses:
manufacturing of shoes, and retailing of sporting goods and brand licensing business,
accounting for 59% and 41% of consolidated revenue for 2019 respectively. (Schedule 2)
The Company's consolidated revenue in 2019 increased by NT$19.9 billion compared with
the previous year, primarily due to the steady development of the Company's footwear
manufacturing business, resulting from the increase in average selling price per pair of
footwear products, while retailing of sporting goods and brand licensing business
benefited from the expansion of its sales network and growth of same-store sales, leading
to relatively strong business growth.

(2) Income [rom operations

(3)

Attributed to the continuous improvement in the performance of sporting goods retailing
and brand licensing business, the Company's consolidated gross profit for 2019 was
NT$79.5 billion, up 5.36% from the NT$75.5 billion in the previous year. The
consolidated gross prolit margin in 2019 dropped slightly from 25.7% in the previous year
to 25.4%, primarily due to a combination of increased product complexity of footwear
manufacturing business, customers’ growing demand for flexible production set up such
as reallocate and shift production facilities. It's also related to the Company’s investments
in manufacturing optimization for its sustainability, growth including higher level of
automation and SAP ERP system implementation, which resulted in temporary low
efficiencies. Time and resources are required to make further adjustments and achieve
greater production efficiency.

Because the Company continued to strengthen its expense control, the consolidated
operating expenses ratio toughly remained stable as that in 2018. The Company's
consolidated net operating income was NT$14 billion, an increase of 1.02% from
NT$13.8 billion in the previous year., Consolidated net operating income margin in 2019
decrcased from 4.7% in the previous year to 4.5%.

Net income and Earnings per share

The net income attributable to owners of the Company in 2019 was NT$11.8 billion,
which was slightly increased by NT$11 billion compared to the previous year, resulting in
EPS of NT$4.01 which was an increase of NT$0.38 compared to NT$3.63 in the previous
year.
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Schedule 1: Consolidated Financial Statements

(In NT$ thousands, except earnings per share)

ltem Amount Yo Amount Yo A
COperating revenue 313,156,585 | 100% 293,316,089 | 100% 6.76%
Gross profit 79,515,354 26% 75,471,295 26% 5.36%
Income from operations 13,950,460 5% 13,809 464 5% 1.02%
Tncome before income tax 21,521,978 % 20,_26{},3 B3 7% 6.23%
Net income for the year 18,002,774 6% 16,371,866 6% 9.96%
Owners of the
Net income  [Company 11,828,609 4% 10,708,646 4% 10.46%
attributable to  [Non-controlling
intcrests 6,174,165 2% 5,663,220 2% 9.02%
Earnings per share (Basic) 4.01 3.63
Schedule 1-1: Separate Financial Statemenls
(In NT$ thousands, except earnings per share)
2019 l 2018
Year H)%
Ttem Amount % Amount Yo :
Operating revenue 11,399477 | 100% 12,062,778 | 100% (5.50%)
(Gross profit 4,743,554 42% 4610,127 38% 2.89%
Income from operations 540,529 5% 477,899 4% 13.11%
Tncome before income tax 12,395,196 | 109% 11,609,847 06% 6.76%
Net income for the year 11,828,609 | 104% 10,708,646 | 89% | 10.46%
Basic earnings per share 4.01 3.63
Schedule 2: Consolidated Revenue
(In NT$ thousands)
Year 2019 2018
Primary business Amount % Amount %
Manufacturing of shoes 185,444,582 59% | 177.557.453 61%
Retailing of sporting goods and brand | 1, ¢ 06 57 41% | 114,950,866 39%
licensing business
Other 845,431 - 807,770 -
Total 313,156,585 100% | 293,316,089 100%
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iii.

Research and Development

In 2019, the Company invested 2.1% of its consolidated revenue in research & development
(R&D). R&D items include promoting an optimized system with automated production process
connected to the ToT, incorporating and refining innovative production models and innovative
manufacturing technologies, and constantly improving operational efficiency and flexible
productivity. The Company has established an R&D tcam and an independent R&D Center for
its major customers. The Company maintains close cooperation with its customers during
product and prototype development, using its technical capabilities and abundant practical
experience to combine innovative elements and environment-friendly materials, so as to provide
the most valuable comprehensive solutions from which to produce high quality footwear
products.

Corporate Social Responsibility

As a socially and environmentally responsible corporate citizen, the Company actively
implements corporate social responsibility while in pursuit of creating profit and secking
business performance. The Company values the rights and interests of its stakeholders, including
customers, employees, investors, suppliers, and the community and continues fo promote the
following activities:

(1)Environmental Protection, Energy Conservation, and Carbon Reduction
Facing issues of environmental sustainability, the Company maintains the effective operation
of environmental pollution prevention mechanisms, promotes clean production, and reduces
the environmental impact of production processes. The Company's overall energy
conservation target is that energy intensity in 2020 will be 8% lower than that in 2016. To date,
the Company has successively introduced a number of energy comservation and carbon
reduction measures. In addition to continuously increasing the energy efficiency of production
equipment, the Company actively reduces leakage of vapor gas and compressed air in hopes
of achieving its target by 2020. The Company will continue to assess the feasibility of

renewable energy applications to conform to international trends and customer expectation.

(2)Safety and Health Management
The Company emphasizes risk management from the source, and adopts safety designs and
professional review when a new plant is constructed, equipment is purchased, or during
maintenance and renovation; testing and acceptance procedures have also been strengthened
to ensurc that requirements are met. In 2020, the Company will continue to expand the
promotion of monthly labor safety events in overseas plants; organize various promotional
activities to raise employees' safety awareness and strengthen the Company's safety culture;
continue to reinforce occupational hazard prevention works; improve occupational health and
safety management mechanism; implement equipment safety and health improvement elforts;

and increase employees' safely awareness. Through these actions, the Company hopes to
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reduce occupational injuries and realize the goal of safely self-management.

(3) Compliance Management
The Company conducts internal evaluation of environmental safety, health, and human rights
labor affairs, controls deficiency improvements and reporting of abnormal events, and tracks
the progress of customer inspection, in order to examine the compliance of its production
divisions with the Group's code of conduct, local laws and regulations, and customers'
requirements. Through these, the Company aims to mitigate risks within the workplace and
fulfill the requirements of responsible production. In 2020, the Company will continue to
adopt and improve its internal risk management system, strengthen compliance with customer
requirements, keep abreast of industrial requirements and issues of concern, comply with the
“Universal Declaration of Human Rights” and the ILO *Declaration on Fundamental
Principles and Rights at Work”, and endeavor to implement principles of faimess and human
rights policies.
(4) Friendly Workplace

The Company enhances interactive and trust-building relationships with its employees by
establishing and maintaining a consistent complaint and reporting system, quickly addressing
employees' issues, regularly performing follow-up and data analysis, developing a variety of
employee care channels, hosting scheduled employee meetings, and arranging employee
home interviews. In 2020, the Company will continue to organize employee activities,
engage in friendly workplace campaigns, elucidate its core values and the Group's code of
conduct, continue to foster internal lecturers, educate employees on interactive management
practices, improve internal solidarity and organizational identity, promote harmonious
employee—employer relations, and build a friendly workplace.

iv. 2020 Business Plan
(1) Operating Guidelines
B Footwear Manufacturing

(a) To upgrade production and continue to strengthen business capabilities
The Company continues to invest in and improve our automation level, advanced
technologies, process improvement, and SAP ERP system to strengthen its flexible
production and quick response mechanisms. The Company builds a team with expertise
in key technologies, enhances product development and innovation capabilities, and
continmously accumulates core competitive energy. Meanwhile, the Company
continuously implements measures for production optimization, enforces stringent cost

control, and endeavor to improve production management efficiency.

(b)To leverage local advantages to flexible capacity allocation
In terms of production allocation in 2019, Vietnam, Indonesia, and China accounted for

44%. 39%, and 13% of the Company's total output, respectively, whereas that of

14



Cambodia, Bangladesh, and Myanmar accounted for 4%. In 2020, Vietnam, Indonesia,
and China will continue to be the main production bases. In response to the rapidly
changing consumer market, the Company will adopt more flexible procurement strategies
for its customers and continue to focus on strengthening the manulacturing capability and

lean production practices of its plants and maintain maximum [lexibility in production
planning.

(¢) To provide value-added service for solidilying relationship with brand customer
The Company locuses on serving customers who show growth potential, leverages its
core competencies and competitive advantages, provides total support through added
value and one-stop services, offers more exlensive services, deepens long-term
cooperation with customers, and actively expands opportunities for business
development.

(d) To engage in vertical integration for extending the business market
To achieve ecxcellent quality, fast response, and environmental sustainability, the
Company continues to effectively integrate resources, comstruclts a market-oriented
supply chain management system, works together with strategic suppliers to develop new
materials, new processes, new technologies, and new applications, and constantly seeks
innovation and breakthroughs in industry value chains to maximize additional value,

W Retailing of Sporting Goods and Brand Licensing

(a) To strengthens retail management as a means of increasing sales operation efficiency
The Company continues to upgrade its brick-and-mortar businesses, focusing
particularly on customer experience to offer diverse products and premium services and
increase business benefits. Additionally, the Company establishes a standardized model
for business optimization, defines key performance indicalors, and integrates digital
technologies for real-time data collection and analysis, the results of which will serve as
the basis for making business decisions to quickly respond to consumer market demands,

thercby increasing management effectiveness and improving operational efficiency,

(b) To integrate online and offline networks ensures better ommni-channel operation
capabilities
The Company continues to reinforce its ability to manage e-business platforms, actively
integrates online and offline resources with consumers at the core, and builds a
distinguished comprchensive sales channel that enables the sustainability of consumer
experience. By establishing a cross-channel product sharing platform, the Company
hopes Lo increase in-season sell-through and overall sales performance, keep inventory
at a relatively healthy level, and boost continuous business growth.

(¢) Innovated the business market and created a retailing ecosystem

Because consumers are favoring personalized and more diverse products, the Company
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(2)

is committed to exploring more flexible business models. In addition to continuously
investing in the upgrading and integration of sales channel for better shopping
experiences, the Company plans to establish new concept stores combined with sports
experience elements, introduce a brand new app program to create and guide consumer
needs, and build a brand new retail ecosystem that fulfills the diverse shopping habits

and experiences of consumers.

(d) To valued consumer’s experience and promote sports services
The Company continues to host sports competitions such as marathons, trail running,
basketball games, and baseball games, to attract sports enthusiasts who can be potential
customers of the Company. A number of the Company’s sports events are aimed al
forging stronger customer relations. By linking sports events, products and services, the
Company provides distinguished and complete shopping experiences to increase
consumer adhesion and loyalty and capture opportunitics for product sales growth,
Prospects
Looking forward to 2020, initially, a soft recovery of the global economy was anticipated,
given the slowing of U.8.—China trade dispute and continuous easing of monetary policies by
major countries. However, the outbreak of the novel coronavirus (COVID-19) epidemic in
the beginning of 2020. In response, China adopted a series of strict traffic and crowd control
measures such as suspending industrial operations and locking down its cities, to prevent the
spread of the epidemic. These measures not only impacted China's domestic demands and
exports, but also spilled over to the operation of the manufacturing supply chains, bringing
uncertainties to the performance of the global economy as the COVID-19 spread around the
world. Issues concerning the progress of U.S.—China trade agreements, the 1.8. Presidential
election, and climate change also influence the development of the international situation.
Fierce industrial competition, rapid changes in consumption patterns, and rising labor costs,
among other factors have introduced a number of variables in the business environments.
Despite the challenges arising from the major public health crises that garnered international
attention in early 2020, the Company remains confident in the long-term development of its
industry, believing that people will be more aware of the importance of health, safety and
sports life. Because challenges and opportunities will always exist in parallel of each other,
Pou Chen will adhere to its core values, utilize its competitive advantages, carefully respond
to uncertainties and challenges, continue to strengthen corporate governance and sustainable
development, recruit and foster diverse talents, continue to focus on its two core businesses
(manufacturing of shoes and retailing of sporting goods and brand licensing business), foster
its business management capabilities, strive to create the value of corporate sustainability,
and actively achieve stable revenue growth.
Regarding footwear manufacturing, the Company will continue to invest in automation,
supply chain integration, and production optimization measurcs, improve the flexibility and

diversity of production capabilities, expand production capacity in a timely manner, and
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maintain production planning at maximum flexibility, thereby improving production
efficiency and business performance. The Company will apply innovative production models
and improve product development capabilitics, provide excellent products and innovative
services in response to market demands, constantly deepen its strategic cooperation with
customers, and secure the Company's leading position in the shoe manufacturing industry.
Regarding retailing of sporting goods and brand licensing businesses, the Company will
continue to upgrade its brick-and-mortar businesses, enhance the operating capability of its
omni-channels, integrate online platforms with offline channels, host various sports
competitions, and provide consumers with a complete and diverse range of unigue shopping
experiences and services, thereby promoting the effective sale of products and services. At
the same time, the Company will strengthen its data management and inventory integration
and product sharing management practices, keep abreast of key business indicators, sustain
its corec competitive advantages, and continue¢ to improve its sales and business
performances.

5 ]
Chan, Lu- Min B Lu, Chin- Chu EE'- Ho, Ming-Kun {8}
Chairman of the Board President Head of Accounting Dept.
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b, Financial Report
i. Consolidated Financial Statements and [ndependent Auditors® Report

INDEFENDENT AUDITORS® REPORT

The Board of Directors and Shareholders
Pou Chen Corporation

Ovpinion

We have andited the accompanying consolidated fnancial statements of Pou Chen Corporation (the
“Company™) and its subsidiaries (collectively referred to as the “Group™), which comprise the
consolidated balance sheets as of December 31, 2019 and 2018, and the consolidated statements of
comprehensive income, changes in equity and cash flows for the years then ended, and the notes to the
consolidated Anancial statements, including a summary of significant accounting policies (collectively
referred to as the “eonsolidated financial statements™).

Tn our opinion, based on our audits and the report of other anditors (refer to the Other Matter paragraph),
the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as of December 31, 2019 and 2018, and its consolidated
financial performance and its consolidated cash flows for the years then ended in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and International
Financial Reporting Standards (IFRS), International Accounting Standards (TAS), TFRIC Interpretations
(TFRIC), and SIC Interpretations (SIC) endorsed and issued info effect by the Financial Supervisory
Commission of the Republic of China.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and auditing standards generally accepted in the
Republic of China. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with The Norm of Professional Ethics for Certified Public
Accountant of the Republic of China, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion, based on our audits and the report of other auditors.

Key Audit Matters

Key andit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the year ended December 31, 2019, These matters were
addressed i the context of our audit of the consolidated fimancial statements as a whole, and in forming
our opimion thereon, and we do not provide a separate opinion on these matters. The following are the key

audit matters of the consolidated financial statements of the Group as of and for the year ended December
31,2015.
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Write-down of Inventory

As of December 31, 2019, the carrying amount of finished goods for retail included in the inventories was
$34,533,482 thousand. For the related disclosures, refer to Notes 4, 5 and 11 to the consolidated financial
statements.

The determination of net realizable value required an evaluation on the condition and quality of product
market sales and assessment of obsolete and slow-moving inventory; the evaluation involved significant

judgments and estimations made by management. Therefore, we considered write-down of inventory as a
key audit matter of the 2019 consolidated financial statements.

We obtained the inventory valuation sheets prepared by management, selected samples of estimated
selling prices and traced them to the recent sales records to assess the ratjonale of the net realizable value
determined by management. In addition, we selected samples from the inventory aging report prepared by

management to verify the correctness of its classification and the reasonableness of the amount of
inventory write-downs.

Impairment of Goodwill

As of December 31, 2019, goodwill allocated to the manufacture and sale of footwear of the Group
amounted to $5,498,182 thousand and $2,332,954 thousand, respectively. For related disclosures, refer to
Motes 4, 5 and 19 to the consolidated financial statements.

Management evaluated the impairment of the assets above based on their recoverable amount. The
recoverable amount is determined according fo the forecast of the trading performance and future cash
flows and the discount rate. The test of impairment involved significant judgments and estimations made
by management. As a result, we considered the impairment of goodwill as a key audit matter of the 2019
consolidated financial statements.

Our audit procedures in response to this key audit matter were to evaluate the reasonableness of the
sigmificant assumptions, evaluation model, and basic information of the impairment test used by
management and to recalculate the impairment.

Other Matter

The Group’s investments in Ruen Chen Investment Holding Co., Ltd. and Nan Shan Life Insurance Co.,
Ltd were accounted for by using the equity method based on its financial statements which were andited
by other auditors. Our opinion, insofar as it relates to the Group’s investments in Ruen Chen Investment
Holding Co., Ltd., and Nan Shan Life Tnsurance Co., Ltd. are based solely on the report of other auditors.
As of December 31, 2019 and 2018, the carrving amounts of the investment in Ruen Chen Investment
Holding Co., Ltd. were $49,612,043 thousand and $8,403,275 thousand which constituted 13.67% and
2.76% of the Group’s eonsolidated total assets, respectively. For the years ended December 31, 2019 and
2018, the profit of the associate were $5,766,591 thousand and $4,491,495 thousand which constituted
26.79% and 22.17% of the income which the Group recognized before income tax, respectively. As of
December 31, 2019, the carrying amount of the investment in Nan Shan Life Insurance Co., Ltd. was
$54%,783 thousand which constituted 0.15% of the Group’s consolidated total assets. For the years ended
December 31, 2019, the profit of the associate was $22,406 thousand which constituted (.10% of the
income which the Group recognized before income tax.

We have also audited the parent company only financial statements of Pou Chen Corporation as of and
for the years ended December 31, 2019 and 2018 on which we have issued an unmodified opinion.



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

Management is responsible for the preparation and fair presentation of the conselidated financial
statements in accordance with the Regulations Govemning the Preparation of Financial Reports by
Securities Issuers and International Financial Reporting Standards (IFRS), International Acecounting
Standards (1AS), IFRIC Interpretations (TFRIC), and SIC Interpretations (S1C) endorsed and issued into
effect by the Financial Supervisory Commission of the Republic of China, and for such internal control as

management determines is necessary to enable the preparation of consolidated fnancial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group's
ahility 1o continue as a poing concern, disclosing, as applicable, matters related to going cuncermn and
using the going concern basis of accounting unless management either intends to liquidate the Group or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance, including the audit committee, are responsible for oversesing the
Group’s financial reporting process.

Auditors” Responsibilities for the Audit of the Consolidated Financial Statements

Owr objectives are to obtain reascnable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to frand or error, and to issue an auditors’ report
that includes our opiniom, Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the auditing standards generally accepted in the Republic of China
will always detect a material misstaterment when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate. they could reasonably be expected to influence
the economic decisions of users taken on the basis of these comsolidated finanecial statements.

A part of an audit in accordance with the auditing standards generally accepted in the Republic of China,
we exercise professional judgment and maintain professional skepticism throughout the audit. We also:

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

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

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

4. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’
repoart to the related disclosures in the consolidated Gnancial statements or, if such disclosurss are
inadequate, to modify our opinion. Our conelusions are based om the audit evidence obtained up to
the date of our anditors’ report. However, fulure events or conditions may cause the Group to cease
to continue as a going concern.
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5. Evaluate the overall presentation, structure and comtent of the comsolidated fnancial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

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

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

We also provide those charged with govermance with a staterment that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other

matters that may reasonubly be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statemments for the year ended
December 31, 2019 and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse

consequences of doing so would reasonably be expected to oufweigh the public interest benefits of such
communication.

The engagement partners on the audit resulting in this independent auditors’ report are Ker-Chang Wu
and Kenny Hong,

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 31, 2020

Notice io Readers

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

For the convenience of readers, the independent auditors’ report and the gccompanying comsolidated
financial statements have been translated into English from the original Chinese version prepared and
wsed in the Republic of China. If there is any comflict between the English version wnd the original
Chinese version or any difference in the interpretation of the two versions, the Chinese-language
independent auditors ' report and consolidated financial statements shall prevail.

21



POU CHEN CORTORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMDER 31, 20019 AND 1013
{In Thousands of Mew Taiwan Dullars)

ASSETS

CUREEMT AS3SETS
Canh amd cashy dgaivalionts (Potes 4 and &)
Financial asseis at fiy vaboe throogh peofitar loss - current (Moses 4 aml T)
Tinnneinl assets at fair vafue theragh other compralieisvs o - current (Medes 4 and 1)
Finoncinl sssets measured at cost - cumenl (Heigs 4 and 9
HMotes recaiveble (Motea 4 and 10)
Ascouts receivabie (Nosea 4 and 10)
Cither receivables (Motes 4 and 10}
Tnventnries - manufictering and metaibing (Moles 4 ad 11)
Invesdurss - construclicn (Mates 4 and 14}
Prupaymeats fiw losae (Maote 43
Man-cmirent assess kedd for sale (Mobe 4 and 13)
Cithaet vt asmets (Noves f and 13)

Tutad ciuren] 455603

MON-CIRAENT ASSETS
Fimnconl assem at fair valus tugugh profitor loes - nos-current (Motes 4 and T)
Finanmal ases at fuir valus theough other camprehensive income - non-current (Notes 4 and 3}
Finsmuial agants ab amartized cost - nen-current (Modes &, 9 and 36)
Tryestmenta necnunted for using sgaity method [Mutes 4 aod 13)
Propesty, plant and squipamnl Mot 4 aud 1)
Baphi-otbase sauts (Roles 4 aod LT}
[nesbanant propeties (Motes 4 and 18}
Gaodhwil] (fodes 4 and 19}
Oither intanyible amsets (PMotes 4 amd 2T
Diufermed ta asania [Moles 4 and 23}
Lemp-laom propayments for leases (Pnse 4)
(her non-cument essets (MModes 4 and 13)

Total nue-curranl 483855

TOTAL

LIABILIYIES AND EQUITY

CURRENT LIABILITIE:S
Blivrt-torm Bormoawdngd {Mate 213
Shoi-iem Rilia paynhie Mode 213
Finanoinl Tiohilfities at far walws through profl e kess - st (Notes 4 and T)
Males payable [Mobes 4 and 72 aul 35)
Agsounta pagable (Mote 4 and 22 and 35)
Citheer payabiles (Moee 13)
Carrent nx liabdities Motes 4 aml 233
Lezsn lintbibes {Mabes 4 awd 17)
Cuimeat partion of lnng-term hamowings (Mote 21)
Cther aumment liabilities

Total cuzrunt laliditie

MOW-CURRENT LIABILITIES
Fimencial linhifibes at far valus Erooph peolf er 038 - pon-cument (Mate 4 and 7)
Lang-berm burruiwangs (Moia 21
Dafimed tax Tinhilivies [Mabes £ and 28)
Leas= linkdlities - rom-carent (Waies 4 2ed 17)
Lang:tarmm payabies (Mot 23}
Het defined bunaiit Gabibilea (Mobe 4 and 24)
Dt mant-curren) Behilities

Toeal mon-cmrent linkadines
Tudal Habikilic
FIMTY ATTRIGIITARLE TO OWHNERS OF THE COMPPANY {Moies 4 usd 15)
Shore capitai
Oirellieary aliarea
Capital sarples
Retnined exmings
Legnl reserva
Spwcial smurve
Unappiapriated eaminga
Tami retained esmnga
Critzer equity
Total equity attrhutable tn vwnems of the Company
NOMN-CONTRCLLING INTERESTH
Total aquity

TOTAL

Thn accumnpanyiing nales arn in integal partaf ihe consalidnted financinl sttememis,

{With Delnitte & Tooche audst repoct dated Morch 31, 2020)
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POU CHEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

OPERATING REVENUE (Notes 4, 26 and 35)
OPERATING COSTS (Notes 24, 27 and 35)
GROSS FROFIT

OPERATING EXPENSES (Notes 24 and 27)
Selling and marketing expenses
General and administrative expenses
Research and development expenses

Total operaling expenses
INCOME FROM OPERATIONS

NOM-OPERATING INCOME AND EXPENSES
Other income (MNote 27)
(Other gains and losses (Mote 27)

Net (loss) gain on derecognition of financial assets at
amortized cost

Finance costs (MNote 27)
Shars of the profit of associates and joint ventures
(MNotes 4 and 15)

Total non-operating income and expenses
INCOME BEFORE TMCOME TAX
INCOME TAX EXPENSE (MNotes 4 and 28)
NET MNCOME FOR THE YEAR

OTHER COMPREHENSIVE INCOME (LOSS)
Ttemns that will not be reclassified subsequently to

profit or loss:

Remeasurement of defined benefit plan (Nate 24)

Unrealized gain on invesiments in equity
instruments designed at fair value through other
comprehensive income

Share of the other comprehensive income (loss) of
associates and joint ventures

23

019 2018
Amount Y Amount Ya
% 313,156,585 Lo0 5 293 316,089 100
233.641.231 74 217.844.754 74
79.515.354 26 75,471,293 26
37,835,986 12 35,045,965 12
21284611 T 20385218 T
G.444.297 2 6,230.618 2
65.564 894 21 61.661.831 21
13.950.460 5 13,809 464 3
4073415 1 3,637,248 |
(671,207) ; (170,459) :
(3,260) : 5,477 >
(3,241,955 (1) (2.781,382) (1)
7.414.525 2 3.760.035 2
7571518 2 6.450.919 2
21,521,978 7 20,260,383 7
(3.519.204) (1) (3.888.517) (1)
18.002.774 & 16,371,866 6
(132,669) - 38,359 -
3,129,649 | 199,697 -
173,895 - {304,544, -
(Continued)



POU CHEN CORPORATION AND SUBSIDIARIES

CONSOLYDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 201% AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amonnt % Amount Yo
Ttems that may be reclassified subsequently to profit
or loss:
Exchange differences on translating foreign
operations $ (4,440,733) 2y § 2581218 1
Share of the other comprehensive income (loss) of
associates and joint ventures 31.091.295 10 (25.647.596) (9
Other comprehensive income (loss) for the year,
net of income tax 29,821.437 g (23,332 866) (&)
TOTAL COMPREHENSTVE INCOME (LOSS) FOR
THE YEAR $ 47824711 15 § (6.961.000) (2
MET INCOME ATTRIBUTABLE TO:
Crwners of the Company 5 11,828,609 4 F 10,708,046 4
Non-controlling interests 6.174.165 2 5.663.220 2
§ 18.002.774 6 5§ 16371866 6
TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE T
Oramers of the Company § 43,508,682 14 $§ (13,545,977) (4)
Non-controlling interests 3.915.529 1 6.584.977 2
§ 47824211 13 3 (6.961.0000 (4]
EARNINGS PER. SHARE (MNote 29)
Basic £ 401 £ 3.63
Diluted § 401 £ 362
The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche audit report dated March 31, 2020) {Concluded)
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POU CHEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
{In Thousands of New Taiwan Dollars)

019 2018
CASH FLOWS FROM OFERATING ACTIVITIES
Income before income tax for the year $ 21,521,978 $ 20,260,383
Adjustments for:
Depreciation expenses 15,226,379 9,849,129
Amortization expenses 502,692 700,342
Expected credit loss on accounts receivable/impairment reversed on
accounts receivable 121,027 66,060
Net (gain) loss on fair value change of financial instruments at fair
© wvalue through profit or loss (478,172) 3,425
Finance costs 3,241,955 2,781,382
Net loss (gain) on derecognition of financial assets at amortized cost 3,260 (5.477)
Interest income (784,118) (615,620)
Dividends income (588,097} (B98,686)
Compensation cost of employee share options 154,948 130,489
Share of profit of associates and joint venturss (7,414,525) (5,760,035)
Net loss on disposal of property, plant and equipment 562,142 524,208
Met gain on disposal of subsidiaries, associates and joint ventures (579,794} (153.872)
Tmpairment loss/reversal of impairment loss 308,296 (116)
Gain from bargain purchase - acquisition of subsidiaries - (13,280)
Changes in operating assets and liabilities
Financial assets mandatorily at fair value through profit or loss 45280 1,435,134
Notes receivable 456 53,722
Accounts receivable 2,065,311 (2,194,090)
(Orther receivables (48,756) (1,565,090%
Inventories (4,257.541) (6,796,982
Other current assets {754,160} (93,703)
Other operating assety (8,860} (178,814)
Notes payable 1,793 (33,3%91)
Accounts payable 87,304 1,244,528
Other payables 1,674,763 (2,096,272)
Crther current liahilities 138,821 506,719
Net defined benefit liabilities 625,264 247,824
Other operating liabilities 1348 119
Cash generated from operations 30,968,994 17,378,036
Interest paid (3,123,008) (2,627,719}
Income tax paid (3.336.520) (4.207.115)
Met cash generated from operating activities 24,5089 466 10.543.202
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from return of capital of financial assets at fair value through
other comprehensive income - 48,408
Purchases of financial assets at amortized cost (10,489,138) (5,040,644}
Proceads from sale of financial assets at amortized cost 5,618,887 8,044 552
Acquisition of associates and joint ventures (4,459,840) (70,000)
{Continued)
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POU CHEN CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
{In Thousands of New Taiwan Dollars)

2019 2018
Proceeds from disposal of associates and joint ventures 91,908 §19,904
Met cash outflow on acquisition of subsidiaries - (74,380)
Met cash outflow (inflow) on disposal of subsidiaries 3,020,293 417,829
Proceeds from return of capital of associates under equity method 54,602 -
Proceeds from disposal of non-current assets held for sale 1,134,653 -
Acquisition of property, plant and equipment (12,414,288) (14,389,558)
Proceeds from disposal of property, plant and equipment 459,593 1,001,490
Tncrease in refundable deposits (162,939) (86,196)
Acquisition of intangible assets (490,078) (43,314)
Acquigition of right-of-use (97.866) -
Acquisition of Investment properties (1,079} (2,192)
Increase in other non-current assets - (236,267)
Acquisition of long-term prepayments for leases (566,128)
Proceeds from disposal of long-term prepayments for leases - 77.836
Interest recelved 691,998 722,961
Dividends received 2,013,687 2,559,368
Cash dividends from reduction of capital surplus from associates - 108,705
Proceeds from disposal of right-of-use 1.835 -
™et cash used in Investing activities {14,947 772) (6,707.488)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from short-term borrowings 5,752,895 4 112,775
Repayments of short-term bills payable (321,500) (98,000)
Proceeds from long-term borrowings 4,897,632 2,642,419
Increase in guarantee deposits 545 22,538
Repayment of principal portion of lease liabilities (3,980.,391) -
Cash dividend (4,420,181) (5,893,574)
Change in non-controlling interests (4.897.130) (7.015.231)
Net cash used in financing activities (2.968.130) (6,229,073)
EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH HELD IN FOREIGN CURBEMNCIES {1.795.6140) 537.005
MNET [NCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 4,797,954 (1,856,352)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR 32.252.001 34.108.353
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 37 3 32.35
The accompanying notes are an integral part of the consolidated financial statements.
(With Delaitte & Touche audit report dated March 31, 2020) (Concluded)
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11.

Separate Financial Statements and Independent Auditors’ Report

INDEPENDENT AUDITORS® REPORT

The Board of Directors and Sharcholders
Pou Chen Corporation

Ovpinion

We have audited the accompanying financial statements of Pou Chen Corporation (the
“Company™), which comprise the balance sheets as of December 31, 201% and 2018, and the
statements of comprehensive income, changes in equity and cash flows for the years then ended,
and the notes to the financial statements, including a summary of significant accounting policies
{collectively referred to as the “financial statements™).

Tn our opinion, based on our audits and the report of other auditors (refer to the Other Matter
paragraph), the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2019 and 2018, and its financial
performance and its cash flows for the years then ended in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers.

Basis for Opinion

We conducted our audits in accordance with the Regulations Governing Auditing and Attestation
of Financial Statements by Certified Public Accountants and auditing standards generally accepted
in the Republic of China. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company i accordance with The Norm of Professional Ethics for Certified
Public Accountant of the Republic of China and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our opinion based on our andits and the report of
other auditors.

Key Andit Matter

Key audit matter is a matter that, in our professional judgment, was of most significance in our
audit of the financial statements for the year ended December 31, 2019, This matter was addressed
in the context of our audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on this matter. Below is the key audit matter of
the financial statements for the year ended December 31, 2019.

Impairment Assessment on Goodwill - Investments Accounted for Using Equity Methaod

As described in Notes 4, 5, 13 and Table 7 to the financial statements, any excess of invesiment
cost over the fair value of the investee’s net identifiable assets is recognized as goodwill.
Management performs impairment test of goodwill in accordance with TAS 36.
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Management evaluates impairment of an asset by estimating the recoverable amount of such an
asset based on forecast sales, estimated future cash flows, and discount rate. Impairment test
involves the management’s critical estimalions and judgments. Therefore, we considered
impairment assessment of goodwill of investments accounted for using equity method as a key
audit matter for the year ended December 31, 2015,

For this key audit matter, we evaluated the reasonableness of the significant assumptions, the basis
of the evaluation model, the rationality of the basic information, and the amount of impairment.

Oiher Matter

Certain investments accounted for using the equity method in the Company’s standalone financial
statements for the year ended December 31, 2019 and 2018 were based on financial statements
audited by other independent auditors. Our opinion, insofar as it relates to the Company’s
investments in certain corporation, i3 based solely on the report of other auditors. As of December
31, 2019 and 2018, the carrying amounts of the investments wers 350,159,779 thousand and
- $8.403,275 thousand which constitted 31.03% and 7.32% of the Company’s total assets,
respectively. For the years ended December 31, 2019 and 2018, the profit of the associate which
the Company recognized were $5,788,953 thousand and $4,491,495 thousand which constituted
46,70% and 38.69% of the income before income tax, respectively.

Responsibilities of Management and Those Charged with Governance for the Finaneial
Statements

Management is responsible for the preparation and fair presentation of the financial statements n
accordance with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers, and for such internal control as management determines is necessary to enable the

preparation of financial statements that are free from material misstatement, whether due to fraud
Or error.

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

Those charged with governance, including the audit committee, are responsible for oversesing the
Company’s financial reporting process.

Anditors’ Responsibilities for the Audit of the Financial Statements

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

1.

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

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

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

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditors’ report to the related disclosures in the financial statements or,
if such disclosures are inadequate, to modify our opinion. Qur conclusions are based on the
audit evidence obtained up to the date of our auditors” report. However, future events or
conditions may cause the Company to cease to confinue as a going concern.

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

Ohtain sufficient and appropriate audit evidence regarding the financial information of the
entities or business activities within the Company to express an opinion on the fmancial
staternents. We are responsible for the direction, supervision and performance of the audit. We
remain solely responsible for our audit opinion.

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

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements for the year ended December
31, 2019 and are therefore the key audit matters. We describe these matters in our auditors’ report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be commumicated in our report because the

adverse consequences of doing so0 would reasonably be expected to outweigh the public interest
benefitz of such communication.

The engagement pariners on the audit resulting in this independent auditors® report are Ker-Chang
Wu and Kenny Hong.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 31, 2020

Notice to Readers

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

procedures and practices to audit such financial statements are those gemerally applied in the
Republic af China.

For the convenience of readers, the independent auditors' report and the accompanying financial
statements have been transiated into English from the original Chinese version prepared and used
in the Republic of China. If there is any conflict between the English version and the original
Chinese version or any difference in the interpretation of the two versions, the Chinese-language
independent auditors ' report and financial statements shall prevail,
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POU CHEN CORPORATION

BALANCE SHEETS
DECEMTLR 31, 2019 AND 1018
{In Tt da af Mew Talwan Daollara)

ABBETS

CLURRENT AS3ETS
Cash and cash =qnivalents (Motss 4 and )
Finansial sas=ty at far valus teangh income - carrent (Meles 4 and 7)
Finnnaial asmetd 2t fair vales throogh other comprehensive income - orent (Motes 4 and 3)
Finncial assets at amartized coat - carrent (Molsg 4 and 9
Mntes recedvable (Matea 4 and 10}
Actrunts roceivable (Motes 4 and 10
Accounts redeishie from relatsd partiss (Motea 4, 10 and 2%)
Other reesivables (Motes 4, 10 snd 25)
Tuventaries [Motes ¢ and 11}
(Oither current axsedy (Motea 4 and 17)

Toind carmeal aszefa

MOM-CUREENT AGSETS

Flusncial seasts ot fuir valus trough other comprehensive mosme - gog-currsns (Moses 4 and §)

Financial assess nt amortized coal - non-cument {Motes 4 sl 3
Iovesrments accvunlbed S uging eqmsy method (Motes 4 2ud 13)
Froperty, plunt and cquipment (Motes 4 and 14

Right-of-uss asact (Motes 4 and 13

[nvestmand properties (Motes 4 and 1)

Intangible Asssts (Motes 4 and 17)

Defbrred tae nssets (Mobes 4 and 25)

Dither non=ouwrent xsieds (Motes 4 od 1Z]

Tokl nog-carment ssyetn

TOTAL

LIARILITIES AND EQUITY

CURRENT LIABILITIES
Shaes-temm borrowemps (Mede 18}
Finaneial linkilities at Bair valoe throngh profit or Jugs - curent {Pares & and 7)
Modes payable (Motas 4 and 19)
Motes puyable to related parties (Notes 4, 19 a0d 39}
Accoumis payabbs (Motss 4 and 19)
Accuuts pryehle to related pactics (Motes 4, 19 and 2%
Odber payehles (Mt 20)
Cirent tax Hnhilities (Modea 4 and 25)
Laage linbilittes - current (Motes 4 and 15)
Current purtion of long=term bormowings (Mot 18)
Othee gurrent lishilitias

Tuatal curremt Hebilitiss

NOWN-CURRENT LIARIITIES
Lang-term borrowings (Mo 18]
Dafirred tax tabilites {Modes 4 d 25)
Laasa Habilities « non-current {Motes 4 and 15)
Mot defined bensfit limblities (Mates 4 and 21)
(ther pon-corrent linbibties (Mot 15)

Tatal nou-zurrent linhilities
Total Habilites

EQUITY (Motes 4 and 2T)
Shars capitml
Crpdinary shared
Capital surplus
Retained samiings
Lugal ressrve
ypesial reserve
Tnapprogrizted samings
Totmd netained sarmings
Other equity

Tatal squiry
TOTAL
The sceampanying notes are an neegral part of the Susncial saatanenrs

[With Defoitte & Touche audit report doted barch 31, 2020
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POU CHEN CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBILR 31, 2019 AND 2018
{In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount Yo Amount o
OPERATING REVENUE (MNotes 4. 23 and 29) B 11,399,477 100 5 12,062,778 100
OPERATING COSTS (MNotes 24 and 29) 6.655.523 58 7,452,651 62
GROSS PROFIT 4,743,554 42 4,610,127 a8
OPERATING EXPENSES (Motes 21 and 24)
Selling and marketing expenses 64,217 i 67,731 -
General and administrative expenses 2,525,205 22 2,286,232 19
Research and development expenses 1.613.603 14 1,778,265 15
Total operating expenses 4.203.025 37 4.132.298 34
NCOME FROM OPERATIONS 340.5249 5 477.899 4
NON-OPERATING INCOME AND EXPENSES
Other income (Motes 24 and 29) 596,903 5 589,671 5
Other gains and losses (MNote 24) (69,475} (1) 1,026,890 8
Met loss on derecognition of financial assets at
amortized cost - - (224) -
Finance costs (Note 24} (373.715) (3 (319,999) (3)
Share of the profit of subsidiaries and associates
{Motes 4 and 13) 11.700.954 103 5.835.610 82
Total non-operating income and expenses 11.854 667 104 11,131,948 92
INCOME BEFORE TNCOME TAX 12,395,196 109 11,609,847 )
INCOME TAX EXPENSE (Notes 4 and 25) (566.587) (5) (901,201} {7)
NET INCOME FOR. THE YEAR 11.828.609 104 10.708.646 89
OTHER COMPREHENSIVE TNCOME (LOSE)
Ttems that will not be reclassified subsequently to
protit or loss:
Remeasurement of defined benefit plan (Note 21} 103,567 1 (37,152) :
Unrealized gain on investments in equity
instruments at fair value through other
comprehensive income 905,317 8 316,990 2
Share of the other comprehensive income (loss) of
subsidiaries and associates 2,137,241 18 (378,343) (3
(Comtinued)
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POU CHEN CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount %o Amount Y
[tems that may be reclassified subsequently to profit
or loss:
Share of the other comprehensive income (loss) of
subsidiaries and associates $ 28.933.948 254 $(24156.118)  (200)
Other comprehensive loss for the year, net of
income tax 32,080,073 281 (24.254.623)  (201)
TOTAL COMPREHENSIVE INCOME (LOSS) § 43908682 385  $(13.545977) (l12)
EARNINGS PER SHARE (Note 26)
Basic $ 401 P 3.63
Diluted $ 401 5 362
The accompanying notes are an integral part of the financial statements.
(With Deloitte & Touche aundit report dated March 31, 2020) {Concluded)
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POU CHEN CORPORATION

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Daollars)

CASH FLOWS FROM OFPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation expenses
Amortization expenses
Expected credit loss recognized on accounts receivable
Net gain on fair value change of financial instruments at FVTPL
Finance costs
Net loss on derecognition of financial assets at amortized cost
Interest income
Dividends income
Share of the profit of subsidiaries and associates
Met loss on disposal of property, plant and equipment
Gain on lease modification
Unrealized loss on foreign currency exchange
Changes in operating assets and liabilities
Financial assets mandatorily at fair value through profit or loss
Motes receivable
Notes receivable from related parties
Accounts receivable
Accounts receivable from related parties
Other receivables
Inventories
Crther current assets
Oither operating assets
MNotes payable
Motes payable to related parties
Accounts payable
Accounts payable to related parties
Other payables
Other current Liabilities
Met defined benefit liabilities
Cash generated from operations
Tnterest paid
Income tax paid

Net cash generated from (used in) operating activities

CASHFLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets at amortized cost
Proceeds from financial assets at amortized cost
Acquisition of associates under equity method
Proceads from return of capital of associates under equity method
Acquisition of property, plant and equipment
Proceeds from disposal of property, plant and equipment

36

2019

$ 12,395,196

2018

§ 11,609,847

360,481 298,587
27,227 -
48,534 .

(169,942) (574,565)

173,715 319,999

= 224

(30,923) (30,808)

(327,542) (291,438)
(11,700,954) (9,835,610)
738 30,723

(10 =

3229 6,013
164,294 399,256
388 53,743

: 64

(1,026) 47,339

341,812 (535,950)
21,826 98,966
(7,134) (13,218)
17,611 74,933

(16,388) 9,299

2,346 (40,172)
(74) (11,137)
(172,333) 100,967

(60,064) 18,448

195,672 (453,168)
(3,184) 105,665

4,642 (118.956)
1,467,187 1,289,051
(387,46T) (302,729)
(803.914) (1.024.131)
275,808 (37.809)
(295,493) (692,670)
692,670 279,488
(4,080,000) (70,000)
50,000 .
(401.353) (794,936)
40,707 99,197
(Continued)



POU CHEN CORPORATION

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
{In Thousands of New Taiwan Daollars)

(Increase) decrease in refundable deposits

Loans to related parties

Acquired intangible asset

Increase in other current liabilities

Increase in prepayments for equipment

Inerease in other prepayments

Interest received

Dividends received

Cash dividends from reduction of capital surplus from associates

Net cash used In investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from short-term borrowings
Proceeds from long-term borrowings
Repayments of long-term borrowings
Repayment of principal portion of lease liabilities
Cash dividend
Increase in guarantee deposits

Net cash generated from (used in) financing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

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

(With Deloitte & Touche andit report dated March 31, 20207
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2019 2018
(990) § 5,507
14,000 (189,000)
(448,076) -
- (236,267)
(3,289) (3.667)
32,491 34,691
781,270 932,160
- 70,067
{3.618.063) (565.430)
5,235,700 5,378,800
19,890,000 3,500,000
(17,406,898) (3,400,000)
(17,394) -
(4,420,181) (5,893,574)
116 13.058
3.301.343 (401.715)
(40,914) (1,004,954)
194.630 1.199.584
53716 $ 194630
{Concluded)



Appendix 2

Audit Committee’s Review Report on the 2019 Financial Statements

Audit Committee’s Review Report

The Board of Directors has prepared and submitted the Company’s 2019 business report and
financial statements. Commissioned by the Board of Directors, the CPA firm Deloitte &

Touch has audited the financial statements and issued an audit report relating to the Financial
Statements

These have been reviewed by the Audit Committee as conforming to relevant laws and
regulations. In accordance with Article 14-4 of the Securities and Exchange Act and Article
219 of the Company Act, we hereby submit this Report.

To:

2020 Annual General Sharcholders’ Meeting of Pou Chen Corporation

e

3

Audit Committee convener: l 3

Chen, Huan-Chung

Date : March 31, 2020
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Audit Committee’s Review Report on Profit Distribution Plan

The Board of Directors has prepared and submitted the 2019 profit distribution plan. This has
been reviewed by the Audit Committee as conforming to relevant laws and regulations. In
accordance with Article 14-4 of the Securitics and Exchange Act and Article 219 of the
Company Act, we hercby submit this Report.

To:
2020 Annual General Sharcholders® Meeting of Pou Chen Corporation

Audit Committec convener: }l@f\ Jj?i-]a /Ejﬁ_.

Chen, Huan-Chung

Date : April 28, 2020
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