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King Yuan Electronics Co., Ltd.  

2021 Annual General Meeting Procedure 

I. Call the Meeting to Order 

II. Chairperson Remarks 

III. Reporting Items 

IV. Ratification Items 

V. Discussion Items 

VI. Extraordinary Motions 

VII. Meeting Adjourned 

-1-



King Yuan Electronics Co., Ltd.  

2021 Annual General Meeting Agenda  
Time: 9 a.m. on Wednesday, 06/09/2021 
Place: 2F., No. 103, Zhongyang Rd., Toufen City, Miaoli County (Conference 
Room 205, Grand Royal Hotel) 
Chair: Chairperson Chin-Kung Lee 
I. Call the Meeting to Order 
II. Chairperson Remarks 
III. Reporting Items 

1. The Company’s 2020 Business Overview. 
2. The Audit Committee’s Review of the Company’s 2020 Financial Report 
3. The Company’s 2020 Distribution of Employee and Director 

Remuneration. 
4. The Company’s 2020 Endorsements/Guarantees. 
5. Amendments to the Company’s “Ethical Corporate Management Best 

Practice Principles.” 
IV. Ratification Items 

1. The Company’s 2020 Business Report and Financial Statement. 
2. The Company’s 2020 Distribution of Earnings. 

V. Discussion Items 
1.  Motion of Amendment to the Company’s Articles of Incorporation. 
2. Motion of Distributed Cash Dividend from Capital Reserves. 
3. Motion of Initial public offering (IPO) of RMB common stock (A shares) 

of the Company’s subsidiary King Long Technology (Suzhou) Ltd. and 
its application for listing on the Shanghai Stock Exchange/Shenzhen 
Stock Exchange. 

VI. Extraordinary Motions 
VII. Meeting Adjourned 
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Reporting Items 
Report No. 1 Proposed by the Board of Directors 
Motion: The Company’s 2020 Business Overview. 

Description: For the 2020 business report, please refer to page 22 (Annex 1). 
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Report No. 2 Proposed by the Board of Directors 
Motion: The Audit Committee’s review of the Company’s 2020 Financial Report. 

Description:  

1. The Company’s 2020 final accounting reports have been 

reviewed and certified by accountants and the Audit Committee. 

A review report and audit report have been issued. 

2. For the audit report prepared by the audit committee, please refer 

to page 28 (Annex 2). 

3. For the review report prepared by the accountant please refer to 

page 34 (Annex 6). 
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Report No.3 Proposed by the Board of Directors 
Motion: The Company’s 2020 Distribution of Employee and Director 

Remuneration. 

Description:  

1. According to Article 19, Paragraph 1 of the Company’s Articles 

of Incorporation: “Subject to the profit sought for the current year, 

the Company shall allocate 8%–10% of the profit as the 

remuneration to employees, and no more than 1% thereof as the 

remuneration to directors. However, profits must first be taken to 

offset against cumulative losses if any.”. 

2. The profit sought by the Company in 2020 totaled 

NT$4,776,473,338 (namely, the earnings before tax less the 

remuneration to employees and directors). 8% thereof was 

allocated as the remuneration to employees in cash, i.e. 

NT$382,117,867 and 0.8% thereof as the remuneration to 

directors, i.e. NT$38,211,786. 

-5-



Report No. 4 Proposed by the Board of Directors 
Motion: The Company’s 2020 Endorsements/Guarantees. 

Description: Aritcle 2-2 of the Articles of Incorporation of the Company 

stipulates “Due to business needs, the Company must make 

guarantees”. 

1. To meet the need of Suzhou Zhen Kun Technology Ltd. for  

operation, the Company made an endorsement/guarantee for it to 

secure the loan from KGI Bank, HSBC Taiwan and Shanghai 

Commercial & Savings Bank. As of December 31, 2020, credit 

facilities granted by the above banks amounted to US$8,000 

thousands, US$5,000 thousands and US$5,000 thousands, 

respectively. 

2. To meet the need of Suzhou Zhen Kun Technology Ltd. for 

         operation, the Company made an endorsement/guarantee for it to 

        secure the loan from Bank of Taiwan Shanghai Branch,  E.Sun  

Bank Dongguan Branch, and Bank SinoPac (China). As of 

December 31, 2020, a sum of RMB 30,000 thousands, RMB 

30,000 thousands and RMB 50,000 thousands had been drawn 

on the credit facilities. 
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Report No. 5 Proposed by the Board of Directors 
Motion: Amendments to the Company’s “Ethical Corporate Management Best 

Practice Principles.” 

Description:  

1. In accordance with the amendment of the Guidelines for the  

Adoption of “Codes of Ethical Conduct for TWSE/GTSM 

Listed Companies” announced in the TWSE’s Letter of 

Tai-Zheng-Zhi-Li-Zi No. 10900094681 dated June 3, 2020, and 

based on the review of the provision related to acceptance on 

anonymous reporting specified in Article 23 of the “Ethical 

Corporate Management Best Practice Principles for 

TWSE/GTSM Listed Companies,” the Company has amended 

the provisions of Article 4 and Article 10 of the “Ethical 

Corporate Management Best Practice Principles.” 

2. Please find the comparison table of provisions before and after

the amendments of the Company’s “Ethical Corporate 

Management Best Practice Principles” on page 29 (Annex 3). 
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Ratification Items 
Ratification No. 1 Proposed by the Board of Directors 
Motion: The Company’s 2020 Business Report and Financial Statement. 

Description: 

1. The Company ‘ s 2020 Business Report and Financial 

Statement have been resolved in the 6th Meeting of the 14th 

Session of the Board and were audited by the Audit Committee 

with an issued audit report. 

2. For the Business Report and Financial Statement mentioned 

above, please refer to page 22 (Annex 1) and page 34 (Annex6). 

Resolution: 
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Ratification No. 2 Proposed by the Board of Directors 
Motion: The Company’s 2020 Distribution of Earnings. 

Description:  

1. Description: The Company’s 2020 distribution of earnings 

report has been resolved in the 6th Meeting of the 14th Session

of the Board and was audited by the Audit Committee with an 

issued audit report. 

2. For the distribution of earnings report that was prepared in 

accordance with the provisions of the Company Act and the 

Company’s Articles of Incorporation, please refer to page 31 

(Annex 4). 

3. If the Company made substantial investment using the 

undistributed earnings after the distribution of the 2020 

earnings, the Company shall apply for reduction of the amounts 

of undistributed earnings or refund of excess payment under the

preferential taxation provisions stipulated in Article 23-3 of the 

“Statute for Industrial Innovation.” 

Resolution: 
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Discussion Items 
Discussion No. 1 Proposed by the Board of Directors 

Motion: Motion of Amendment to the Company’s Articles of Incorporation. 

Description:  

1. In accordance with the amendment of the provision of Article 

162 of the Company Act and based on the consideration of 

MOEA’s Letter of Jing-Shou-Shang-Zi No. 10901108100 dated 

June 24, 2020, and according to the provisions of Article 14-4 

and Article 181-2 of the Securities and Exchange Act, the 

Company plans to amend parts of the provisions of the Articles 

of Incorporation of the Company. 

2. For the comparison table of provisions before and after the  

amendments of the Company’s “Articles of Incorporation,”  

please refer to page 32(Annex 5). 

Resolution: 
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Discussion No. 2 Proposed by the Board of Directors 
Motion: Motion of Distributed Cash Dividend from Capital Reserves. 

Description:  

1. The capital reserves derived from the issuance of new shares at

a premium are to be allocated NT$244,549,013 as shareholders’ 

cash dividends. Each share is allocated NT$0.2. The cash 

allocated to each shareholder shall be calculated to NT$1 and 

rounded off below. The total of fractional cash dividends less 

than NT$1 shall be transferred to the Company’s Employee 

Welfare Committee. The distribution yield for shareholders is 

calculated based on the outstanding common stock totaling 

1,222,745,065 shares when the board of directors’ meeting was 

held. 

2.  Should the Company encounter a change of share capital that 

changes the number of outstanding shares on a later date, the 

board of directors shall be fully authorized to make the 

necessary adjustments to the percentage of cash dividends 

allocated to shareholders. 

3.  The record date and issues related to the cash allocation of the 

capital reserves shall be determined by the board of directors 

after being authorized by the Annual General Meeting. 

Resolution: 
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Discussion No. 3                     Proposed by the Board of Directors 
Motion: Motion of Initial public offering (IPO) of RMB common stock (A shares) 

   of the Company’s subsidiary King Long Technology (Suzhou) Ltd. and 

   its application for listing on the Shanghai Stock Exchange/Shenzhen 

   Stock Exchange. 

Description: 

1. Purpose of application for the subsidiary’s listing and trading on 

overseas stock markets: 

In an effort to respond to possible future changes in the global 

manufacturing supply chain, the Company’s subsidiary, King 

Long Technology (Suzhou) Ltd. (hereinafter referred to as 

“King Long Technology”), progressively increases the 

Company’s (Group’s) global competitiveness by planning on 

localization to attract and motivate outstanding talented 

professionals. By doing so, King Long Technology intends to 

apply for its IPO of RMB common stock (A shares) to the 

Chinese competent authorities and to be listed and traded on the 

Shanghai Stock Exchange/Shenzhen Stock Exchange (referred 

to as the “present public offering”. 

2.  Impacts on the Company’s finance and business, and expected 

 organizational structure and business adjustments and the 

 impact of such adjustments on the Company: 

(1) Financial impact: 

i. If King Long Technology is successfully listed and 

traded on the Shanghai Stock Exchange/Shenzhen 

Stock Exchange, it will be able to quickly raise funds 

using multiple fundraising channels, optimizing the 

Company’s (Group’s) financial structure, expanding 
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its industrial scale while enhancing the flexibility of 

financial deployment. 

ii. By publicly offering shares, funds can be raised 

locally and used to expand production lines as well as 

for investing in equipment to utilize production 

capacity and/or increase working capital to further 

enhance operational competitiveness. 

iii. Part of the shares of King Long Technology held by 

the Company will be indirectly disposed of prior to its 

application for listing in order to realize investment 

profit while reducing the long-term investment risk in 

China. The realized investment profit will be injected 

into the Company’s capital positions, which will be 

utilized in a variety of aspects, contributing to the 

overall shareholders’ rights and interests. 

iv. The listing of King Long Technology on the Shanghai 

Stock Exchange/Shenzhen Stock Exchange will 

enhance the asset size of the Company (Group) while 

also further increasing the capital strength of the 

Company (Group), pursuing maximum benefits for 

the shareholders. 

(2) Impact on business: 

i. Through the public offering and listing, it is easier for 

King Long Technology to integrate into the local 

manufacturing chain and expand the Chinese market. 

By taking this approach, King Long Technology will 

also further boost its scale of production capacity, 
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raising its level of competitiveness in the industry, and 

increasing its market share and profitability. 

ii. Listing shares in the local market helps the Company 

to improve its corporate image in order to attract 

first-class talent. Rewards including employees’ stock 

rights will also be used to motivate employees to 

ensure the stability of core personnel. King Long 

Technology will also introduce strategic investors to 

help the Company expand its business development 

outlook. 

(3) Expected organizational structure and business adjustments 

and the impact of such adjustments on the Company: 

i. In the future, the Company will continue to hold the 

equity and control of King Long Technology through 

the subsidiary, KYEC Microelectronics Co., Ltd. The 

organizational structures of King Long Technology 

and its subsidiaries remain the same, posing no impact 

on the Company as yet. 

ii. The future businesses of King Long Technology and 

the Company will utilize our respective competitive 

niches to strengthen the competitiveness of the Group 

through professional division of labor, further 

increasing growth momentum. 

3. Dispersal of the subsidiaries’ shares, expected reduction in 

shareholding (or capital contribution) ratio, basis of the price, to 

whom the shares are transferred, or the specific parties to be 

approached: 
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In a bid to accommodate the operational development of King 

Long Technology, attract and retain the necessary professional 

personnel, introduce strategic investors as well as to meet the legal 

regulations of the public offering, it is intended to keep the 

Company’s control over King Long Technology while holding no 

less than its 51% of shares indirectly through the subsidiary, 

KYEC Microelectronics Co., Ltd., and release of shares and/or 

waiver of subscription for cash capital increase of all or part of the 

shares of King Long Technology in one or more tranches as 

follows: 

(1) Subscribed cash capital increase waived prior to the 

application for listing: 

i. Expected reduction of shareholding (or capital 

contribution) ratio: The total amount with method (2) 

does not exceed 39%. 

ii. Price basis: Each registered capital subscription price 

shall not be lower than the net assets/registered capital 

of King Long Technology’s most recent financial 

statements audited or reviewed by the CPA. All 

decisions associated with setting prices must be made 

in accordance with related laws and regulations 

applicable to the Company and its subsidiaries. 

iii. To whom the shares are transferred, or the specific 

parties to be approached: King Long Technology, the 

Group’s employees and strategic investors. 

(2) Shareholdings disposed of prior to the application for 

listing: 
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i. Expected reduction of shareholding (or capital 

contribution) ratio: The total amount with method (1) 

does not exceed 39%. 

ii. Price basis: It is expected to be processed prior to 

King Long Technology becoming a stock corporation. 

Each registered capital disposal price shall not be 

lower than the net assets/registered capital of King 

Long Technology’s most recent financial statements 

audited or reviewed by the CPA. All decisions 

associated with setting prices must be made in 

accordance with related laws and regulations 

applicable to the Company and its subsidiaries. 

iii. To whom the shares are transferred, or the specific 

parties to be approached: Strategic investors. 

(3) The present public offering (full waiver of subscription for 

cash capital increase): 

i. Expected reduction of shareholding (or capital 

contribution) ratio: After King Long Technology has 

become a stock corporation, it is intended for King 

Long Technology to make an IPO of RMB common 

stock (A shares) in the Chinese market on the 

Shanghai Stock Exchange/Shenzhen Stock Exchange, 

with a par value of RMB 1 per share. According to the 

applicable regulations of the place of listing, the 

number of shares to be issued accounts for 

approximately 10% to 25% (tentatively, before the 

exercise of the overallotment option) of the total share 

capital of King Long Technology after present public 
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offering, and the consolidated shareholding ratio of 

the Company in King Long Technology after trading 

may not be lower than 51%. The ultimate issue 

number is proposed to be determined with the 

principal underwriter by the Company’s board of 

directors authorized by the shareholders’ meeting 

and/or the board of directors of King Long 

Technology or their authorized persons in accordance 

with the local laws and regulations, capital needs and 

communication with securities regulators as well as 

the market condition. However, for matters involving 

conflicts of interest of the Company or laws and 

regulations, the Company will submit such matter to 

the board of directors for a solution in accordance 

with applicable decision-making procedures. 

ii. Price basis: King Long Technology intends to apply 

for listing on the Shanghai Stock Exchange/Shenzhen 

Stock Exchange, which will be handled in accordance 

with applicable laws and regulations of the place of 

listing – in a combination of an advisory placement to 

qualified institutional investors and a fixed-price issue 

to qualified public investors, or in other ways 

approved by the local securities agencies. 

iii. To whom the shares are transferred, or the specific 

parties to be approached: According to the applicable 

laws and regulations of the place of listing, the new 

shares in the present public offering will be issued to 

the inquiry objects, qualified natural persons, and 
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legal persons as well as other investors who meet 

criteria set out by the China Securities Regulatory 

Commission. The Company and all subsidiaries will 

not take part in the subscription. 

4. Whether it will affect the Company’s continuous listing on the 

Taiwan Stock Exchange: 

The application for listing of King Long Technology on the 

Shanghai Stock Exchange/Shenzhen Stock Exchange is handled 

in accordance with local laws and regulations. However, the 

Company still has control over King Long Technology, and the 

interests of the Company’s shareholders will be fully protected. It 

does not affect the Company’s continuous listing on the Taiwan 

Stock Exchange. 

5. Other explanation: 

(1) Taking into account long-term development, King-Long 

Technology intends to apply for IPO and listing (A shares) 

with the Chinese competent authorities. However, the 

application is still pending for submission, posing 

uncertainty and unpredictability regarding the timing of the 

submission of the application and how long the application 

may take. 

(2)  According to the relevant Chinese laws and regulations and

relevant requirements of the China Securities Regulatory 

Commission, shareholders that directly or indirectly 

(including the Company) control King Long Technology 

shall avoid horizontal competition. Given the consideration 

that the listing of King Long Technology may increase the 

overall value and reputation of the Company (Group), which 
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also helps expand the Chinese and global markets, bringing 

positive benefits to the Company (Group), the Company 

evaluated and agreed to the requirements of applicable 

Chinese laws and regulations, as well as the requirements 

made by the China Securities Regulatory Commission and 

entered into the “Avoidance of Horizontal Competition” 

agreement with King Long Technology. As the Company 

and King Long Technology have a controlling shareholding 

relationship, and have agreed to avoid horizontal 

competition, the Fair Trade Act shall not be violated. 

(3)  The application for the present public offering may go ahead 

with approval of the shareholders’ meeting. Upon approval 

of the shareholders’ meeting, in order to meet the 

requirements of the amount of work to be put into the IPO of 

RMB common stock (A shares) on the Shanghai Stock 

Exchange/Shenzhen Stock Exchange, it is intended to 

request the shareholders’ meeting to authorize the board of 

directors or their authorized persons, and/or authorize the 

board of directors of the subsidiary, King Long Technology 

or its authorized persons to make adjustments according to 

the implementation status of the listing plan, opinions 

associated with governmental authorities, the laws and 

regulations in both Taiwan and the place of listing, market 

conditions, or the actual application situation. These 

authorized persons will be fully responsible for handling 

matters related to the present public offering, including but 

not limited to the appointment of professional advisors, the 

determination of the conditions of the issuance, the time of 
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the issuance, the number of issues, the objects of the 

issuance, the method of the issuance, the pricing method, the 

issue price (including the price range and the final price), the 

base date for the issuance, the strategic placement of shares 

(including the ratio of placement of shares and the placement 

objects, etc.), overallotment matters, the use of raised funds,

the ratio of the number of online and offline placements, the 

change of the place of listing, the exchange and the listing 

segment, amending and signing of the agreement to avoid 

horizontal competition, the provision of the commitment 

letter, the confirmation letter and related listing application

documents as well as handling all matters relating to the 

present public offering. However, for matters involving 

conflicts of interest of the Company or laws and regulations, 

the Company will submit such matter to the board of 

directors for a solution in accordance with applicable 

decision-making procedures. 

Resolution: 
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Extraordinary Motions 

Meeting Adjourned 
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(Annex 1) 
King Yuan Electronics Co., Ltd. 

Business Report 
Business Plan Implementation Results 

I. The consolidated net revenue was NT$28.96 billion in 2020, which grew by 13.4% from 
2019. Gross margin reached 27.5%, relatively similar to the gross margin in 2019. 
After-tax earnings per share was calculated at NT$2.97, up 19.3% from 2019. 

II. At the beginning of the year, due to the COVID-19 pandemic outbreak and the restrictive 
order further announced by the U.S. government on the technologies of China, the global 
economic growth was in decline. Nevertheless, for the semiconductor manufacturing 
industry, under the positive impacts of the work from home, home economy and 
customers’ increased orders to maintain sufficient stocks and to ensure continuous supply 
without being affected by the long lead time for semiconductor supply chain, along with 
the customers’ accelerated planning in the 5G environmental application products and 
digital technologies, all such factors have resulted in significant increase of market 
demands. Accordingly, in the fourth quarter, the semiconductor industry faced the 
situation of demand oversupply and, unlike previous low seasons, achieved positive 
outcomes overall. Under positive impacts, the Company has also been able to re-allocate 
its production capacity to other customers from previous important customers that cannot 
continue to place orders due to the restrictive order issued by the U.S. government, 
thereby allowing the Company to recover profit swiftly along with a promising outlook for 
future growth in the next year. 

III. During the first half of last year, as the Chinese customers demanded a faster expansion of 
the Suzhou Branch, China, for greater production capacity and as several IDM customers 
were affected by the overseas pandemic along with the adjustment of the supply chain, the 
Company decided to swiftly transfer a portion of the testing equipment to the parent 
company in Taiwan for production. In the third quarter of last year, the Chinese customers 
decided to suspend the production due to the technology restrictive order issued by the 
U.S. government, the domestic and overseas idle production capacity required 
re-allocation. In the following fourth quarter, major customers in Taiwan, unexpectedly, 
increased the production capacity demands for all products significantly. For the first and 
second half of the year, with regard to the large scale of production capacity adjustment 
and construction, human resources, training, customer product cross-certifications, etc., 
for plants in both Taiwan and Suzhou China, the Company demonstrated exceptional 
service commitment in collaboration and cooperation with all customers in a short period 
of time and also achieved remarkable flexibility and efficiency of factory operation. 
Furthermore, the Company also successfully maintained business growth for the busy and 
challenging year. 

IV. In recent years, the company has gradually implemented the ESG “Environmental 
Sustainability,” “Social Engagement,” “Corporate Governance” and “Corporate 
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Commitment” in response to corporate sustainability issues and has been audited by 
various professional certification bodies on a regular basis. With regard to the ESG report 
of the Company in 2020, the risk has been reduced from 2019, and the Company will 
continue to exert effort in the corporate sustainability related aspects in 2021, thereby 
achieving improvement year after year. 

Financial income and profit analysis 
As the powerful always lead in the global semiconductor industry, the revenue of the 

Company’s top ten customers accounted for more than 60% of total sales in recent years, with 
an upside growth potential. Therefore, the Company’s operating working capital has also 
expanded alongside rising customer needs for capacity expansion and increasing corporate 
scale. 

Regarding the Company’s financial status and profitability in 2020, the debt ratio is 
relatively similar to that in 2019. Long-term funds to fixed assets increased slightly. However, 
as the customers and production lines of the Company are relatively distributed and the profit 
earning growth is stable, the cost for obtaining domestic funds is quite reasonable, and the 
Company has a large cash position, good credit and sound financial structure with its use of 
financial leverage. The current ratio and quick ratio have been higher than those in 2019, and 
the solvency of the Company is strong. In terms of profitability, the return on assets, return on 
equity, net profit margin, and after-tax earnings per share are all higher compared to those in 
2019. The financial ratios are as follows:  

 2020 2019 
Ratio of liabilities to 
assets (%) 

52.17 52.43 

Long-term funds to fixed 
assets (%) 

131.02 125.03 

Current ratio (%) 192.36 175.81 
Quick ratio (%) 174.60 158.68 
Return on assets (%) 6.77 6.44 
Return on equity (%) 13.10 11.99 
Net profit margin (%) 12.56 11.91 
After-tax earnings per 
share (NTD) 

2.97 2.49 

R&D status 
With regard to development of the global semiconductor industry, as the technology 

advances, the nanomanufacturing process continues to move and the advanced packaging also 
heads toward the direction of wafer grade, 3D and heterogenous integration, thereby 
significantly increasing the complexity of integrated circuits, such as the products of HPC, 
SoC, SiP and AiP. In addition, to cope with the diverse fields of use in the application aspect, 
such as auto parts, optical sensor, MEMS, high radio frequency, biological, 5G integrated chips, 
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chips for high/low temperature and chips for high pressure environment, the testing capability 
in the process of semiconductor manufacturing also becomes more important. 

The R&D center of the Company is dedicated in the testing technologies, testing 
methods, testing quality, problem-solving for testing and testing platform output with extensive 
efforts. In addition, the Company also assists customers to reduce testing cost, and provides 
sufficient and flexible production capacity with great performance, thereby achieving 
outstanding outcome. Over the past years, the Company has self-developed more than one 
thousand testing units, more than four hundred self-developed burn-in ovens and seven main 
product lines of self-developed testing platforms. In addition, the Company also continues to 
engage in extensive own research and development of testing platform interfaces, testing 
software development, testing cards, testing carriers, handlers and key component parts, etc., 
and brings all designs and developments into production. 

For future research and development, the Company will continue to accelerate the 
implementation according to the plans updated annually by the R&D Center. With regard to the 
high-resolution image sensor elements and the capability of high quantities of simultaneous 
testing units, high power and high voltage burn-in oven improvement, testing channel numbers 
of self-developed E-series of testing platforms, precision of tester power supply (DPS), solution 
to ultra-high current thermal effect, and the development of MEMS testing equipment for 
gyroscope, accelerator, tire gauge, flow meter and magnetometer, hygrometer, etc., the 
Company will continue to maintain the unique competitive advantages in the integrated circuit 
testing field and excel further. 
Current business plan overview 
I. Carefully select numerous order opportunities in the market, establish revenue and profit 

earning goals to achieve new highs. 
II. Further improve all indicators of the operation management of the Company and achieve 

indicators in practice. 
III. Continuously increase machine utilization rate of all testing platform lines, and increase 

output. In addition, continuously improve the average production value of all production 
equipment. 

IV. Control capital expenditure and investment benefit, thereby increasing the return on 
equipment of shareholders. 

V. Achieve further breakthrough in self-developed equipment and research and development 
capability, thereby ensuring the long-term leading competitive advantages. 

VI. To cope with the impacts of technology, politics and trade war between the U.S. and 
China on the global supply chain, the Company aims to gradually adjust the business plan 
of the parent company in Taiwan and the subsidiary in China. 

Future development strategy 
The Company will focus on the role of a professional service provider in the 

semiconductor integrated circuit manufacturing process, and continues to seek innovative 
business models in the semiconductor OEM field. Accordingly, in recent years, the 
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development strategy of the Company generally remains the same and continues to head 
toward the following aspects and directions. 
I. Focus on the fundamental core management indicators of the manufacturing supply chain 

in order to improve more disciplined and detailed management. With the expansion of 
product scale, increase the machine utilization rate of all testing platforms. 

II. Strengthen the Company’s unique differentiated service capabilities, and reinvest profits 
in R&D and innovation in order to challenge competitors in the market. 

III. Focus on the aspects of customer, profit and growth for business operation, ensure 
customer satisfaction and continue to create profitability and pursue healthy growth. 

IV. Properly maintain existing outstanding customers, increase market share in the 
outsourcing market, develop new potential customers, and seek IDM outsourcing 
collaborative orders to achieve joint growth. 

V. Cope with the conflict between the two nations of the U.S. and China and the issues 
related to possible changes of the supply chain, evaluate and gradually adjust the 
planning of the Company’s supply chain in Taiwan and China, thereby responding and 
mitigating possible changes of the environment in the future. 

VI. With an open attitude, we cooperate with semiconductor business operators in strategic 
cooperation or joint development, so that the Company can quickly gain its position as 
one of the top semiconductor packaging and testing industries in the world. 

The effect of external competition, the legal environment, and the overall business 
environment 

With regard to the global semiconductor industry revenue status, according to the 
statistics announced on January 14, 2021 by Gartner, the 2020 revenue forecast for the 
semiconductor industry was US$ 449.8 billion, a growth of 7.3% from 2019. Another 
organization, World Semiconductor Trade Statistics (WSTS) estimated the growth to be 5.1%. 
For the outlook of 2021, WSTS estimates that the production value is expected to increase by 
8.4%, and the other research and survey institutions, IC Insights and Gartner, also expect that 
the annual increase will be above 10%. The main factors driving such growth are related to the 
demands for various products, including 5G smartphone components, 5G network 
communication components, IoT components, CIS, RF components, WiFi6, artificial 
intelligence learning and data center server (HPC), edge computers, storage memory 
components, MEMS components, auto electronics/assistance driving system, etc. 

With regard to the global economic growth, according to the announcement made by 
International Monetary Fund (IMF) on January 26, 2021, the global economy had declined to 
3.5% in 2020. However, the forecast for 2021 is expected to show a growth of 5.5%, and the 
economic growth in China is expected to still reach 8.1%, a profound growth among other 
countries. Due to the impact of the COVID-19 pandemic and the policy of the U.S. first 
adopted last year, the global economy had shown the greatest decline since the Great 
Depression in 1929. The economy in Europe is currently in decline for the second time. For this 
year, the global economy at its down time is expected to recover after the pandemic. Despite 
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the present capital market performance having indicated signs of economic recovery, the 
strength of such recovery still needs to be further assessed. The economic output and demand 
are expected to continue to remain at a level lower than normal for a certain period of time, and 
the global economic recovery may still be unstable and unbalanced. 

In terms of the external competition, the upstream and downstream of the semiconductor 
industry have been continuously split and merged in the past decade. Presently, a lot of IC 
product design companies and various terminal hardware product brand companies are now 
directed by a few giants in the industry. As for semiconductor equipment and materials, the 
number of participating manufacturers in the market is decreasing significantly. In the field of IC 
manufacturing and professional OEM, the companies are centralized in Taiwan. In terms of the 
revenue, Taiwan is ranked No. 2 in the global IC design, No. 1 in global wafer manufacturing 
and No. 1 in global wafer packaging and testing; therefore, Taiwan semiconductor OEM 
manufacturing has become the sector essential to world giants with respect to geopolitics. 
However, with the fast technology integration and development, the growth of the semiconductor 
testing industry also faces the competition and challenge of the new era. For instance, in terms of 
the supply chain, based on the consideration of globalization, a lot of countries are planning to 
establish and expand their local semiconductor supply chain. As for the sales of the Company, 
the testing orders will face greater competition with wafer manufacturers. For IC products, 
including extremely small or large chips, integrated chips, systems chips, etc., the testing 
technologies will focus on how to achieve the testing functions for such products. Regarding the 
factory production capacity and investment management aspect, the Company will face the 
challenges of determination on whether the customer demand visibility is short term and 
judgement on how to flexibly adjust and allocate production capacity when demands from 
various sectors suddenly increase at the same time in order to handle such great market 
fluctuation. In terms of the human resource aspect, the Company will also need to compete for 
talents with the wafer manufacturers. Furthermore, due to the merger among customers, there is 
also a risk of change of purchase system. In view of the above, the world depends heavily on the 
semiconductor manufacturing capacity in Taiwan, and the large-scale manufacturers will 
continue to remain the leaders. Accordingly, the testing industry needs to continue to invest 
cooperatively such that capital expenditure and post-investment management will also be 
challenges to the Company. 

With regard to the legal and overall business environment aspect, in recent years, due to 
the restrictive orders on the Chinese technology industry announced by the U.S. government, the 
future development of the semiconductor industry in China needs to be further monitored. The 
global antitrust law against the merger or monopoly (oligopoly) market by giant semiconductor 
enterprises will continue; however, there are no major changes in the laws and regulations in the 
cross-strait relation between Taiwan and China. At the beginning of 2021, in terms of the overall 
economy, the global economy has indicated gradual recovery from the bottom. The U.S. is 
expected to return to the multilateral economic and trade cooperation in order to promote 
economic growth. To achieve economic recovery, governments of all countries are also 
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expanding their financial deficits and currency supply, and the modern monetary theory is widely 
adopted. For this year, the overall economy will still be under the environment of low inflation, 
low interest rates, low economic growth, relatively high unemployment rate, high debt, loose 
monetary policy and expansionary fiscal policy. 

Looking forward to the new year, the two giants of the U.S. and China will continue to 
compete in the fields of politics, foreign affairs, military and technology. However, in terms of 
the economy and trade field, it is expected to reach a certain level of relaxation and coopetition. 
After vaccination, mitigation of the pandemic and end of financial aids, real damages to 
enterprises may emerge; therefore, the speed of economic recovery cannot be determined easily 
at the present time but may become more apparent at the end of the year. Nevertheless, presently, 
it can be certain that the demands for the semiconductor industry have started to indicate 
significant increase in the sectors of high performance computing (HPC), artificial intelligence 
(AI), data center, 5th generation (5G) communication mobile phones and network 
communication equipment connectors, artificial intelligence of things (AIoT), auto electronics 
(ADAS), etc. For the post-pandemic era, as the corporate operation and personal living and 
consumer style are transforming to become more reliable to digital technology, the global 
manufacturing demand for the semiconductor industry will certainly continue to remain strong. 
The situation of tight production capacity for the semiconductor packaging and testing industry 
still cannot be determined precisely for the time being and may become more apparent at the 
fourth quarter of the year. The Company is optimistic on great business opportunities from 
numerous customers and will continue to perform investment with due care. In addition, the 
Company will rigorously handle the challenges in the new stage of the semiconductor testing 
industry, and continue to contribute efforts in achieving new records in the Company’s revenue 
and earnings. 

Chairman: Manager: Accounting Supervisor:
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(Annex 2) 

King Yuan Electronics Co., Ltd.  
Audit Report from the Audit Committee 

This report is to certify that the Company’s 2020 business report, consolidated financial 

statement (including separate financial statement) and the motion for allocation of earnings 

were prepared and submitted by the Company’s board of directors, and the consolidated 

financial statement (including separate financial statement) contained therein was already 

audited by EY Taiwan, which also issued its audit report. Said business report, consolidated 

financial statement (including separate financial statement) and motion for allocation of 

earnings have also been reviewed by the Committee, which in our opinion comply with the 

relevant requirements. This report is hereby submitted in accordance with Article 14-4 of the 

Securities and Exchange Act and Article 219 of the Company Act.

King Yuan Electronics Co., Ltd.  

Convener of Audit Committee: Hui-Chun Hsu 

March 12, 2021
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(Annex 3) 
King Yuan Electronics Co., Ltd.  

Comparison Table of Provisions Before and After the Amendments of the 
Code of Ethical Conduct 

Provision Provision after amending Provision before amending Reasons for 
amending 

Article 4 

The directors or managers of the 
Company shall perform their 
official duties in an objective and 
efficient manner to prevent the 
involvement of the interest or the 
acquisition of improper benefits by 
any person or his/her spouse or any 
of his/her relatives within the 
second degree of kinship. 
The Company shall comply with its 
“Procedures for Loaning of Funds 
to Others,” “Procedures for 
Endorsements and Guarantees” and 
“Procedures for Acquisition or 
Disposal of Assets” in the loaning 
of funds, provision of guarantees, 
transactions of material assets or 
purchases (or sales) between it and 
the affiliates in which the aforesaid 
persons serve. 

The directors or managers of the 
Company shall perform their official 
duties in an objective and efficient 
manner to prevent the involvement 
of the interest or the acquisition of
improper benefits by any person or 
his/her spouse, parent or child or any 
of his/her relatives within the second 
degree of kinship. 
The Company shall comply with its 
“Procedures for Loaning of Funds to 
Others,” “Procedures for 
Endorsements and Guarantees” and 
“Procedures for Acquisition or 
Disposal of Assets” in the loaning of 
funds, provision of guarantees, 
transactions of material assets or 
purchases (or sales) between it and 
the affiliates in which the aforesaid 
persons serve. 

Amendments 
made as 
required by 
regulations 

Article 10 

The Company shall promote 
awareness of ethics and encourage 
employees to report to a manager, 
the chief internal auditor or any 
other appropriate officer upon 
suspicion or discovery of any 
activity in violation of a law or 
regulation or the Code. To 
encourage employees to report 
illegal conduct, the Company shall 
establish a concrete whistleblowing 
system that allows anonymous 
reporting and shall make 
employees aware that the Company 
will use its best efforts to ensure 

The Company shall promote 
awareness of ethics and encourage 
employees to report to a manager, 
the chief internal auditor or any other 
appropriate officer upon suspicion or 
discovery of any activity in violation 
of a law or regulation or the Code. 
To encourage employees to report 
illegal conduct, the Company shall 
establish a concrete whistleblowing 
system and shall make employees 
aware that the Company will use its 
best efforts to ensure the safety of 
the reporting persons and protect 
them from reprisals. 

Amendments 
made as 
required by 
regulations 
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the safety of whistleblowers and 
protect them from reprisals. 
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(Annex 4) 
King Yuan Electronics Co., Ltd. 

Table of 2020 Distribution of Earnings 
Unit: NTD 

Item Amount Projected 
dividend yield 

Unallocated earnings – beginning 4,518,417,581 
Add: Net profit after tax   3,636,653,174
Less: Confirmed actuarial gain/loss 
of welfare     (45,906,779)

Add: Changes in equity of 
subsidiaries 5,040

Add: Disposal of equity instrument at 
fair value through other 
comprehensive income 

38,461,806

The amount of net profit after tax for 
the period and the amount adjusted to 
the current year’s undistributed 
earnings 

3,629,213,241 

Less: Provision of 10% legal reserve (362,921,324) 
Add: Reversed special reserve  200,990,693 
Allocable earnings 7,985,700,191 
Scope of allocation 
Dividends to shareholders – cash 2,200,941,117 NT$1.8 per share
Total allocation 2,200,941,117 
Unallocated earnings – ending 5,784,759,074 
Note: 1. According to the Company’s distribution policy, the allocable earnings for 2020 

shall be allocated as the first priority. The deficit, if any, shall be allocated from the 
allocable earnings accumulated for the previous year according to the first-in 
first-out policy in the order of the years in which the earnings were generated 
chronologically. 

2. The distribution yield is calculated based on the outstanding common stock totaling 
1,222,745,065 shares when the board of directors’ meeting was held. 

3. The cash dividend shall be rounded to the whole dollar amount according to the 
allocation rate. The total of the odd lots less than NT$1 included in the distribution 
shall be transferred to the employees’ welfare committee. 

4. Should the Company encounter a change of share capital that changes the number 
of outstanding shares on a later date, the board of directors shall be fully authorized 
to make the necessary adjustments to the percentage of cash dividends allocated to 
shareholders. 

5. The base date for allocation of cash dividends and matters thereto shall be set by 
the board of directors with authorization upon resolution by the general 
shareholders’ meeting. 

Chairman: Manager: Accounting Supervisor:
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(Annex 5) 
King Yuan Electronics Co., Ltd.  

Comparison Table of Provisions Before and After the Amendments of the 
Articles of Incorporation 

Provision Provision after amending Provision before amending 
Amendme

nt 
Reason 

Article 7 

The share certificates of the 
Company shall be in registered form 
and shall be numbered, which shall 
also be signed or sealed by the 
directors representing the Company 
and shall be certified by a bank 
competent to act as the attester for 
the issuance of the share certificates
according to the laws in order to 
issue the share certificates. 
The shares issued by the Company 
are exempted from printing any 
share certificate for the shares issued 
and shall register the issued shares 
with a centralized securities 
depository enterprise. 

The Company’s shares are registered 
shares, and are signed or stamped by 
three or more directors and issued 
following certification by the law. 
And combined to obtain large 
face-value shares.
The shares issued by the Company 
are exempted from printing any 
share certificate for the shares issued 
and shall register the issued shares 
with a centralized securities 
depository enterprise.

Amended 
according to 
the 
Company 
Act 

Article 13-1 

The Company established an Audit 
Committee pursuant to Article 14-4 
of the Securities and Exchange Act. 
The Audit Committee shall be 
composed of the entire members of
the independent directors. 
The Audit Committee’s members, 
term of office, powers and 
authorities, rules of procedure, and 
resources provided by the company 
to facilitate its exercise of powers 
shall be in accordance with the 
regulations stipulated in the Audit 
Committee Charter. 

The Company has set up an Audit 
Committee since the 12th Board
which was composed of all 
independent directors. 
The Audit Committee’s members, 
term of office, powers and 
authorities, rules of procedure, and 
resources provided by the company 
to facilitate its exercise of powers 
shall be in accordance with the 
regulations stipulated in the Audit 
Committee Charter. 

Amended 
according to 
the 
Securities 
and 
Exchange 
Act 
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Article 22 

These Articles were established on 
May 2, 1987. 1st amendment was 
made on May 20, 1987. 2nd 
amendment was made on November 
22, 1988 
35th amendment was made on June 
8, 2016. 36th amendment was made 
on June 9, 2021. 

These Articles were established on 
May 2, 1987. 1st amendment was 
made on May 20, 1987. 2nd 
amendment was made on November 
22, 1988 
35th amendment was made on June 
8, 2016. 

Newly 
added the 
amendment 
date 
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English Translation of a Report Originally Issued in Chinese 

Independent Auditors’ Report 

To the Board of Directors and Shareholders 

of King Yuan Electronics Co., Ltd. 

Opinion 

We have audited the accompany parent company only balance sheets of King Yuan Electronics 

Co., Ltd. as of December 31, 2020 and 2019, and the related parent company only statements of 

comprehensive income, changes in equity and cash flows for the years ended December 31, 2020 

and 2019, and notes to the parent company only financial statements, including the summary of 

significant accounting policies (together “the financial statements”).  

In our opinion, the parent company only financial statements referred to above present fairly, in 

all material respects, the financial position of King Yuan Electronics Co., Ltd. as of December 31, 

2020 and 2019, and its financial performance and cash flows for the years ended December 31, 

2020 and 2019, in conformity with the requirements of 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 King Yuan Electronics Co., Ltd. in accordance with the Norm of 

Professional Ethics for Certified Public Accountant of the Republic of China (the “Norm”), and 

we have fulfilled our other ethical responsibilities in accordance with the Norm. We believe that 

the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 
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Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance 

in our audit of 2020 parent company only financial statements. These matters were addressed in 

the context of our audit of the parent company only financial statements as a whole, and in 

forming our opinion thereon, and we do not provide a separate opinion on these matters.  

Revenue recognition 

King Yuan Electronics Co., Ltd. recognized NT$23,344,758 thousand as net sales. Their main 

activities are providing testing and assembly services that represented 84%, or NT$19,666,024 

thousand in the amount, of the net operating revenues.  

Since the primary activities of King Yuan Electronics Co., Ltd. are providing testing and assembly 

services, and the services comprise various wafers/integrated circuits testing and assembly 

processing and rental of machinery, timing of revenue recognition may vary due to varied nature 

of revenues that increases the complexity of the revenue recognition. Therefore, we determined 

the matter to be a key audit matter. 

Our audit procedures include (but are not limited to) assessing the appropriateness of the 

accounting policy for revenue recognition; evaluating and testing the effectiveness of internal 

control relating to the timing of revenue recognition, analyzing the reasonableness of gross profit 

margin by products, performing cutoff testing for a period before and after the balance sheet date 

on a sampling basis, performing test of details on selected samples, reviewing the significant 

terms of sales agreements and examining relevant delivery documents, and reviewing the selected 

samples of the quantity, specification, period and relevant documents of machinery services. 

We also considered the appropriateness of the disclosures of sales. Please refer to Note 4 and Note 

6 in notes to the financial statements. 

Responsibilities of Management and Those Charged with Governance for the Parent 
Company Only Financial Statements 

Management is responsible for the preparation and fair presentation of the parent company only 

financial statements in accordance with the requirements of the Regulations Governing the 

Preparation of Financial Reports by Securities Issuers and International Financial Reporting 

Standards, International Accounting Standards, Interpretations developed by the International 

Financial Reporting Interpretations Committee or the former Standing Interpretations Committee 

as endorsed by Financial Supervisory Commission of the Republic of China and for such internal 

control as management determines is necessary to enable the preparation of the financial 

statements that are free from material misstatement, whether due to fraud or error.  
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In preparing the parent company only financial statements, management is responsible for 

assessing the ability to continue as a going concern of King Yuan Electronics Co., Ltd. disclosing, 

as applicable, matters related to going concern and using the going concern basis of accounting 

unless management either intends to liquidate King Yuan Electronics Co., Ltd. or to cease 

operations, or has no realistic alternative but to do so.  

Those charged with governance, including audit committee, are responsible for overseeing the 

financial reporting process of King Yuan Electronics Co., Ltd. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the parent company only 

financial statements as a whole are free from material misstatement, whether due to fraud or error, 

and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of 

assurance, but is not a guarantee that an audit conducted in accordance with auditing standards 

generally accepted in the Republic of China will always detect a material misstatement when it 

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

in the aggregate, they could reasonably be expected to influence the economic decisions of users 

taken on the basis of these financial statements. 

As part of an audit in accordance with auditing standards generally accepted in the Republic of 

China, we exercise professional judgment and maintain professional skepticism throughout the 

audit. We also:  

1. Identify and assess the risks of material misstatement of the parent company only financial 

statements, whether due to fraud or error, design and perform audit procedures responsive to 

those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for 

our opinion. The risk of not detecting a material misstatement resulting from fraud is higher 

than 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 internal control of King Yuan Electronics Co., Ltd. 
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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 ability to continue as a 

going concern of King Yuan Electronics Co., Ltd. If we conclude that a material uncertainty 

exists, we are required to draw attention in our auditor’s report to the related disclosures in the 

parent company only financial statements or, if such disclosures are inadequate, to modify our 

opinion. Our conclusions are based on the audit evidence obtained up to the date of our 

auditor’s report. However, future events or conditions may cause King Yuan Electronics Co., 

Ltd. to cease to continue as a going concern.  

5. Evaluate the overall presentation, structure and content of the parent company only financial 

statements, including the accompanying notes, and whether the parent company only financial 

statements represent the underlying transactions and events in a manner that achieves fair 

presentation. 

6. Obtain sufficient appropriate audit evidence regarding the parent company only financial 

information of the entities or business activities within King Yuan Electronics Co., Ltd. to 

express an opinion on the financial statements. We are responsible for the direction, 

supervision and performance of the group audit. We remain solely responsible for our audit 

opinion.  

We communicate with those charged with governance regarding, among other matters, the 

planned scope and timing of the audit and significant audit findings, including any significant 

deficiencies in internal control that we identify during our audit.  

We also provide those charged with governance with a statement that we have complied with 

relevant ethical requirements regarding independence, and to communicate with them all 

relationships and other matters that may reasonably be thought to bear on our independence, and 

where applicable, related safeguards.  
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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 2020 parent company only financial statements and 

are therefore the key audit matters. We describe these matters in our auditor’s report unless law 

or regulation precludes public disclosure about the matter or when, in extremely rare 

circumstances, we determine that a matter should not be communicated in our report because the 

adverse consequences of doing so would reasonably be expected to outweigh the public interest 

benefits of such communication. 

Kuo, Shao-Pin 

Fuh, Wen-Fun 

Ernst & Young, Taiwan 

March 12, 2021 

Notice to Readers 

� The accompanying parent company only financial statements are intended only to present the financial position, 

results of operations 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 generally accepted and applied in the Republic of China. 

� Accordingly, the accompanying parent company only financial statements and report of independent 

accountants are not intended for use by those who are not informed about the accounting principles or auditing 

standards generally accepted in the Republic of China, and their applications in practice. As the financial 

statements are the responsibility of the management, Ernst & Young cannot accept any liability for the use of, 

or reliance on, the English translation or for any errors or misunderstandings that may derive from the 

translation.
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Description Notes 2020 % 2019 %

Net sales 4, 6(15), 7 $23,344,758 100     $21,845,844 100

Operating costs 4, 6(5), 6(8), 6(9), 6(18), 7 (17,280,780) (74) (16,109,256) (74)

Gross profit 6,063,978 26 5,736,588 26       

4, 6(8), 6(9), 6(16), 6(18), 7

Operating expenses

Selling expenses (359,004) (1) (389,162) (2)

Administrative expenses (1,386,381) (6) (1,211,019) (5)

Research and development expenses (909,932) (4) (879,068) (4)

Expected credit losses (2,857) - (20,000) -          

Total operating expenses (2,658,174) (11) (2,499,249) (11)

Operating income 3,405,804 15 3,237,339 15       

Non-operating income and expenses 4, 6(7), 6(8), 6(10), 6(19), 7

Interest income 7,424 -          7,085 -          

Other income 177,060 1 108,689 -          

Other gains and losses    (164,770) (1) 36,200 -          

Finance costs (217,585) (1) (239,659) (1)

Share of profit of associates accounted for using

    the equity method

1,159,434 5 665,457 3         

Total non-operating income and expenses 961,563 4 577,772 2         

Net income before income tax 4,367,367 19 3,815,111 17       

Income tax expense 4, 6(21) (730,714) (3) (773,545) (3)

Net income 3,636,653 16 3,041,566 14       

Other comprehensive income 4, 6(20)

Items that will not be reclassified subsequently to

        profit or loss:

   Remeasurements of the defined benefit plan (45,906) - (57,525) -          

Unrealized gains from equity instruments

        investments measured at fair value

        through other comprehensive income

2,056,310 9 687,206 3         

   Income tax related to components of other

       comprehensive income that will not be

       reclassified to profit or loss

(403,570) (2) (136,555) (1)

Items that will be reclassified subsequently to

       profit or loss:

   Exchange differences resulting from translating

        the financial statements of foreign operations

105,726 - (186,862) (1)

   Income tax related to components of other

       comprehensive income that will be

       reclassified to profit or loss

(21,145) -          37,373 -          

Other comprehensive income, net of tax 1,691,415 7 343,637 1         

Total comprehensive income $5,328,068 23 $3,385,203 15

Earnings per share(NT$) 4, 6(22)

Basic Earnings Per Share $2.97 $2.49

Diluted Earnings Per Share $2.94 $2.47

English Translation of Financial Statements Originally Issued in Chinese

KING YUAN ELECTRONICS CO., LTD.

PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME

For the years ended December 31, 2020 and 2019

(Amounts in thousands of New Taiwan Dollars, except for earnings per share)

The accompanying notes are an integral part of the parent company only financial statements.
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English Translation of a Report Originally Issued in Chinese 

Independent Auditors’ Report 

To the Board of Directors and Shareholders 

of King Yuan Electronics Co., Ltd. 

Opinion 

We have audited the accompanying consolidated balance sheets of King Yuan Electronics Co., Ltd. 

and its subsidiaries as of December 31, 2020 and 2019, and the related consolidated statements of 

comprehensive income, changes in equity and cash flows for the years ended December 31, 2020 and 

2019, and notes to the consolidated financial statements, including the summary of significant 

accounting policies (together “the consolidated financial statements”).  

In our opinion, the consolidated financial statements referred to above present fairly, in all material 

respects, the consolidated financial position of King Yuan Electronics Co., Ltd. and its subsidiaries 

as of December 31, 2020 and 2019, and their consolidated financial performance and cash flows for 

the years ended December 31, 2020 and 2019, in conformity with the requirements of the Regulations 

Governing the Preparation of Financial Reports by Securities Issuers and International Financial 

Reporting Standards, International Accounting Standards, Interpretations developed by the 

International Financial Reporting Interpretations Committee or the former Standing Interpretations 

Committee as endorsed and became effectively by 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 King Yuan Electronics Co., Ltd. and its subsidiaries in accordance with 

the Norm of Professional Ethics for Certified Public Accountant of the Republic of China (the 

“Norm”), and we have fulfilled our other ethical responsibilities in accordance with the Norm. We 

believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our opinion. 
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Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in 

our audit of 2020 consolidated financial statements. These matters were addressed in the context of 

our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and 

we do not provide a separate opinion on these matters.  

Revenue recognition 

King Yuan Electronics Co., Ltd. and its subsidiaries recognized NT$28,959,304 thousand as net sales. 

Their main activities are providing testing and assembly services that represented 87%, or 

NT$25,066,252 thousand in the amount, of the net operating revenues.  

Since the primary activities of King Yuan Electronics Co., Ltd. and its subsidiaries are providing 

testing and assembly services, and the services comprise various wafers/integrated circuits testing 

and assembly processing and rental of machinery, timing of revenue recognition may vary due to 

varied nature of revenues that increases the complexity of the revenue recognition. Therefore, we 

determined the matter to be a key audit matter. 

Our audit procedures include (but are not limited to) assessing the appropriateness of the accounting 

policy for revenue recognition; evaluating and testing the effectiveness of internal control relating to 

the timing of revenue recognition, analyzing the reasonableness of gross profit margin by products, 

performing cutoff testing for a period before and after the balance sheet date on a sampling basis, 

performing test of details on selected samples, reviewing the significant terms of sales agreements 

and examining relevant delivery documents, and reviewing the selected samples of the quantity, 

specification, period and relevant documents of machinery services. 

We also considered the appropriateness of the disclosures of sales. Please refer to Note 4 and Note 6 

in notes to the consolidated financial statements. 

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

Management is responsible for the preparation and fair presentation of the consolidated financial 

statements in accordance with the requirements of the Regulations Governing the Preparation of 

Financial Reports by Securities Issuers and International Financial Reporting Standards, International 

Accounting Standards, Interpretations developed by the International Financial Reporting 

Interpretations Committee or the former Standing Interpretations Committee as endorsed by Financial 

Supervisory Commission of the Republic of China and for such internal control as management 

determines is necessary to enable the preparation of the consolidated financial statements that are free 

from material misstatement, whether due to fraud or error. 
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In preparing the consolidated financial statements, management is responsible for assessing the ability 

to continue as a going concern of King Yuan Electronics Co., Ltd. and its subsidiaries, disclosing, as 

applicable, matters related to going concern and using the going concern basis of accounting unless 

management either intends to liquidate King Yuan Electronics Co., Ltd. and its subsidiaries or to 

cease operations, or has no realistic alternative but to do so.  

Those charged with governance, including audit committee, are responsible for overseeing the 

financial reporting process of King Yuan Electronics Co., Ltd. and its subsidiaries. 

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements 

as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 

report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 

guarantee that an audit conducted in accordance with auditing standards generally accepted in the 

Republic of China will always detect a material misstatement when it exists. Misstatements can arise 

from fraud or error and are considered material if, individually or in the aggregate, they could 

reasonably be expected to influence the economic decisions of users taken on the basis of these 

consolidated financial statements. 

As part of an audit in accordance with auditing standards generally accepted in the Republic of China, 

we exercise professional judgment and maintain professional skepticism throughout the audit. We 

also:  

1. Identify and assess the risks of material misstatement of the consolidated financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to those risks, and 

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk 

of not detecting a material misstatement resulting from fraud is higher than for one resulting from 

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 

override of internal control.  

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 

effectiveness of the internal control of King Yuan Electronics Co., Ltd. and its subsidiaries. 

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management.  
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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 ability to continue as a going concern of King 

Yuan Electronics Co., Ltd. and its subsidiaries. If we conclude that a material uncertainty exists, 

we are required to draw attention in our auditor’s report to the related disclosures in the 

consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. 

Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. 

However, future events or conditions may cause King Yuan Electronics Co., Ltd. and its 

subsidiaries to cease to continue as a going concern.  

5. Evaluate the overall presentation, structure and content of the consolidated financial statements, 

including the accompanying notes, and whether the consolidated financial statements represent the 

underlying transactions and events in a manner that achieves fair presentation. 

6. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 

business activities within King Yuan Electronics Co., Ltd. and its subsidiaries to express an opinion 

on the consolidated financial statements. We are responsible for the direction, supervision and 

performance of the group audit. We remain solely responsible for our audit opinion.  

We communicate with those charged with governance regarding, among other matters, the planned 

scope and timing of the audit and significant audit findings, including any significant deficiencies in 

internal control that we identify during our audit.  

We also provide those charged with governance with a statement that we have complied with relevant 

ethical requirements regarding independence, and to communicate with them all relationships and 

other matters that may reasonably be thought to bear on our independence, and where applicable, 

related safeguards.  

From the matters communicated with those charged with governance, we determine those matters 

that were of most significance in the audit of 2020 consolidated financial statements and are therefore 

the key audit matters. We describe these matters in our auditor’s report unless law or regulation 

precludes public disclosure about the matter or when, in extremely rare circumstances, we determine 

that a matter should not be communicated in our report because the adverse consequences of doing 

so would reasonably be expected to outweigh the public interest benefits of such communication. 
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Others 

We have audited and expressed an unqualified opinion on the parent company only financial 

statements of King Yuan Electronics Co., Ltd. as of and for the years ended December 31, 2020 and 

2019.  

Kuo, Shao-Pin 

Fuh, Wen-Fun 

Ernst & Young, Taiwan 

March 12, 2021 

Notice to Readers 

� The accompanying consolidated financial statements are intended only to present the financial position, results of 

operations and cash flows in accordance with accounting principles and practices generally accepted in the Republic 

of China and not those of any other jurisdictions. The standards, procedures and practices to audit such consolidated 

financial statements are those generally accepted and applied in the Republic of China. 

� Accordingly, the accompanying consolidated financial statements and report of independent accountants are not 

intended for use by those who are not informed about the accounting principles or auditing standards generally 

accepted in the Republic of China, and their applications in practice. As the financial statements are the responsibility 

of the management, Ernst & Young cannot accept any liability for the use of, or reliance on, the English translation or 

for any errors or misunderstandings that may derive from the translation. 
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Description Notes 2020 % 2019 %
Net sales 4, 6(16), 6(18), 7 $28,959,304 100   $25,539,437 100
Operating costs 4, 6(5), 6(9), 6(14), (21,005,316)  (73)   (18,523,521)  (73)   

6(18), 6(19), 7
Gross profit 7,953,988 27     7,015,916 27

Operating expenses 4, 6(9), 6(14), 6(17),
6(18), 6(19), 7

Selling expenses (387,045) (1)     (398,765) (2)     
Administrative expenses (1,710,532) (6)     (1,516,321) (6)     
Research and development expenses (1,202,520) (4)     (1,035,207) (4)     
Expected credit losses (3,180) -       (20,609) -       

Total operating expenses (3,303,277) (11)   (2,970,902) (12)   
Operating income 4,650,711 16     4,045,014 15

Non-operating income and expenses 4, 6(2), 6(7), 6(8), 
    6(10), 6(20), 7

Interest income 19,335 -       12,617 -       
Other income 260,488 1       175,516 1       
Other gains and losses (23,928) -       (20,947) -       
Finance costs (379,039) (1)     (311,673) (1)     
Share of profit of associates accounted for using the 16,088 -       14,336 -       

equity method
Total non-operating income and expenses (107,056) -       (130,151) -       

Net income before income tax 4,543,655 16     3,914,863 15
Income tax expense 4, 6(22) (906,515) (3)     (873,379) (3)     
Net income 3,637,140 13     3,041,484 12

Other comprehensive income 4, 6(21)
Items that will not be reclassified subsequently to

profit or loss:
Remeasurements of the defined benefit plan (45,906) - (57,525) -

   Unrealized gains from equity instruments investments
measured at fair value through other comprehensive
income

2,056,310 7       687,206 3       

Income tax related to components of other
comprehensive income that will not be
reclassified to profit or loss

(403,570) (2)     (136,555) (1)     

Items that will be reclassified subsequently to profit
or loss:

   Exchange differences resulting from translating
the financial statements of foreign operations

105,729 -       (186,914) (1)     

Income tax related to components of other
comprehensive income that will be
reclassified to profit or loss

(21,145) -       37,373 -       

Other comprehensive income, net of tax 1,691,418 5       343,585 1       

Total comprehensive income $5,328,558 18     $3,385,069 13

Net income attributable to :

Owners of the parent company $3,636,653 13     $3,041,566 12
    Non-controlling interests 487               - (82) -       

$3,637,140 13     $3,041,484 12

Total comprehensive income attributable to :

Owners of the parent company $5,328,068 18     $3,385,203 13
    Non-controlling interests 490               - (134) -       

$5,328,558 18     $3,385,069 13    

Earnings per share(NT$) 4, 6(23)
Basic Earnings Per Share $2.97 $2.49
Diluted Earnings Per Share $2.94 $2.47

English Translation of Financial Statements Originally Issued in Chinese
KING YUAN ELECTRONICS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the years ended December 31, 2020 and 2019

(Amounts in thousands of New Taiwan Dollars, except for earnings per share)

The accompanying notes are an integral part of the consolidated financial statements.
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(Appendix 1) 
King Yuan Electronics Co., Ltd.  

Rules of Procedure for Shareholders’ Meetings 

Article 1: The rules of procedures for the Company’s shareholders’ meeting shall be as provided 
in these Rules. 

Article 2: Shareholders (or representatives) shall wear an attendance card when attending the 
meeting and submit a signature card as proof of attendance. The number of shares is 
calculated based on the number of shares shown in the signed card. 

Article 3: The Chair calls for the meeting to begin when the total number of shares represented 
reaches the authorized amount. Whereas if the authorized amount is not reached at the 
meeting time, the Chair may postpone the meeting twice (first postponement: 20 
minutes; second postponement: 10 minutes). If the number of shareholders present 
does not constitute the quorum, but those present represent one-third or more of the 
total number of issued shares, a tentative resolution may be passed by a majority of 
those present in accordance with Article 175 of the Company Act. Prior to conducting 
a tentative resolution of the preceding paragraph, if the total number of shares of the 
shareholders present reaches the authorized amount, the meeting will officially be 
called to start, and the tentative resolution will be submitted to the meeting. 

Article 4: A shareholder wishing to speak in a shareholders’ meeting shall first fill out a slip, 
specifying number of attendance and his/her name, and the Chair shall determine 
his/her order of giving a speech. 

Article 5: Shareholders’ meetings shall be conducted according to the procedures stipulated in 
the agenda and its agenda shall be formulated based on the following: 
1. Annual General Meeting: formulated by the board of directors. 
2. Special shareholders’ meetings: formulated by the convener. 
The Chair shall not adjourn a meeting without resolution adopted by shareholders if 
the motions (including extraordinary motions) covered in the proceedings so arranged 
in the above two paragraphs have not been resolved. After the close of the said 
meeting, shareholders shall not elect another Chair to hold another meeting at the same 
place or at any other place. 

Article 6: A shareholder shall not speak more than two times in one motion, unless he/she has 
obtained the prior consent from the Chair, and each speech shall not exceed 5 minutes. 
A corporate shareholder being entrusted to attend a shareholders’ meeting may 
designate only one representative to represent it in the meeting. If a corporate 
shareholder designates two or more representatives to represent it at the shareholders’ 
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meeting, only one of the representatives may speak on any one motion. 
Article 7: Except for the motions included in the agenda, other motions such as the motion of 

amendments or motions of alternatives proposed by shareholders shall be agreed upon 
by other shareholders, and the number of shares held by the shareholders who propose 
the motion, along with a representative among those who agree, shall reach one 
percent of the total number of issued common stocks. 

Article 8: If not a motion, it will not be discussed or resolved. When discussing a motion, it shall 
be discussed according to orders in the agenda. If a violation of procedures is found or 
the topic is not within the motion, the Chair may immediately stop the speaker. The 
Chair may announce the end of discussion at an appropriate time, and if necessary, 
may end the discussion. 

Article 9: For the discussion topics that have been terminated or stopped, the Chair shall 
immediately submit a voting. The voting rights of each shareholder shall be calculated 
in accordance with the Company’s Articles of Incorporation. 

Article 10: Unless otherwise specifically provided for in the Company Act, resolutions shall be 
adopted by a majority vote at a meeting attended by the shareholders. Those who 
express no objection when the Chair requires will be deemed to be approved, which 
serves the same effect as voting. Where there are any objections, the Chair may use a 
roll-call against the resolution which will be calculated based on the number of shares 
held by the shareholders’ who have expressed an objection or waived his/her voting 
power. After the calculation, if the number of shares does not impact the approval of 
the motion, the motion is deemed to have passed, which serves the same effect as 
voting. 

Article 11: Where a representative is appointed by the shareholder to attend the shareholders’ 
meeting, except for trust enterprises or stock agencies approved by the competent 
authority, when a person who acts as the proxy for two or more shareholders, the 
number of voting power represented by him/her shall not exceed 3% of the total 
number of voting shares of the company; otherwise, the portion of excessive voting 
power shall not be counted. 

Article 12: As the meeting is being processed, the Chair may announce a break at his/her 
discretion. 

Article 13: Matters for which these Rules make no provision shall be handled in accordance with 
the Articles of Incorporation, Company Act, and other applicable laws and regulations. 

Article 14: These Rules, and any amendments hereto, shall be implemented after approval by a 
shareholders’ meeting. 
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Article 15: These Rules have been established on August 20, 1997. First amendment was made on 
May 7, 2002. 
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(Appendix 2) 
King Yuan Electronics Co., Ltd.  

The Articles of Incorporation 
Chapter 1 General Provisions 

Article 1: The Company is organized by regulations of the Company Act and named King Yuan 
Electronics Co., Ltd. (KYEC) 

Article 2: The Company’s business matters shall include: 
I. Designing, manufacturing, testing, accessories, processing, packaging, trading of 

various integrated circuits (IC). 
II. Different types of burn in equipment, and manufacturing, processing, and trading 

of its components. 
III. As well as import/export trade of said products. 
IV. We also act as an agent for the quotation, bidding and distribution of different 

products for Taiwanese and foreign manufacturers. 
V. ZZ99999: All business items that are not prohibited or restricted by law, except 

those that are subject to special approval. 
Article 2-1: When the Company becomes a shareholder of limited liability in other companies, the 

total amount of its investments is not subject to Article 13 stipulated in the Company 
Act which states that other companies shall not exceed forty percent of the amount of 
its own paid-up capital. 

Article 2-2: The Company may provide guarantees to the external for business needs. 
Article 3: The Company shall have its head office in Hsinchu City, and when it is determined to 

be necessary, upon the resolution of the board of directors, branch offices may be 
established domestically or overseas. 

Article 4: Deleted. 
Chapter 2: Shares 

Article 5: The total capital of the Company shall be NT$15 billion, divided into 1.5 billion 
shares (including 30 million shares for employee stock option certificates) at a par 
value of NT$10 per share, and issued at discrete times. The board of directors has been 
authorized to issue the shares in installment according to business needs. 

Article 5-1: Where the price of employee stock option certificates of the Company is lower than 
the Company’s common share price closed on the date of issuance, the issuance of 
such employee stock option certificates shall only be made with the consents of 
attending shareholders representing more than two-thirds of the total voting rights in a 
shareholders’ meeting attended by shareholders representing a majority of the total 
issued shares. 
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To transfer shares to employees at less than the average actual share repurchase price, 
the Company must have obtained the consent of at least two-thirds of the voting rights 
present at the most recent shareholders’ meeting attended by shareholders representing 
a majority of total issued shares before the transfer of shares. 

Article 6: Deleted. 
Article 7: The share certificates of the Company shall be in registered form, signed or sealed by 

at least three directors and shall be certified for issuance of the share certificates. And 
combined to obtain large face-value shares. 
The shares issued by the Company are exempted from printing any share certificate for 
the shares issued and shall register the issued shares with a centralized securities 
depository enterprise. 

Article 8: Any change and transfer registration of shares shall be prohibited within sixty days 
prior to the ordinary shareholders’ meeting, thirty days prior to the extraordinary 
shareholders’ meeting, or five days prior to the record date for the distribution of 
dividends and bonuses or other interests by the Company. 

Chapter 3 Shareholders’ meeting 
Article 9: The shareholders’ meeting is classified into two types of the ordinary shareholders’ 

meeting and the extraordinary shareholders’ meeting. The ordinary shareholders’ 
meeting shall be convened once per year, and shall be convened by the board of 
directors according to the laws within six months after the close of each fiscal year. 
The extraordinary shareholders’ meeting shall be convened whenever necessary 
according to laws. 

Article 10: Where a shareholder for any reasons cannot attend the shareholders’ meeting in person, 
he/she/it may appoint a proxy to attend a shareholders’ meeting on his/her/its behalf by 
executing a power of attorney printed by the Company stating therein the scope of 
power authorized to the proxy. 

Article 11: The Company’s shareholders shall have one vote for each share, except for where the 
shares have no voting rights under Article 179 of the Company Act and the directors’ 
pledges under Article 197-1, Paragraph 2 of the Company Act. 

Article 12: Unless otherwise specified in the Company Act, any resolution at a shareholders’ 
meeting shall be adopted by a majority of the shareholders present, who are 
representing more than half of the total number of the Company’s outstanding shares, 
and shall be executed based on the majority of the voting rights of attending 
shareholders. 

Article 12-1: The agenda of the Company’s shareholders’ meetings, except as otherwise provided by 
law, regulation, or the Articles of Incorporation, shall be as provided in the Rules of 
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Procedures for Shareholders’ Meetings of the Company. 
Chapter 4 Directors and Audit Committee 

Article 13: The Committee shall be composed of the entire number of 7 to 11 directors and shall 
serve a 3-year term. The candidate nomination system is adopted and directors shall be 
selected from a candidate list by the shareholders’ meeting and may be reelected to 
further terms. The Company shall take out liability insurance for the directors with 
respect to liabilities resulting from the performance of duties during their terms of 
office. 
Among the number of directors of the preceding paragraph, there shall be at least 3 
independent directors, and not less than one-fifth of the seats shall be held by directors. 
Regulations governing the professional qualifications, restrictions on shareholdings 
and concurrent positions held, assessment of independence, method of nomination, 
and other matters for compliance with respect to independent directors shall be in 
compliance with the relevant regulations set out by the securities competent 
authorities. 

Article 13-1: The Company has set up an Audit Committee since the 12th Board which was 
composed of all independent directors. 
The Audit Committee’s members, term of office, powers and authorities, rules of 
procedure, and resources provided by the company to facilitate its exercise of powers 
shall be in accordance with the regulations stipulated in the Audit Committee Charter. 

Article 14: The board of directors shall be formed by directors. A Chairman shall be elected 
among the directors during a board meeting attended by more than two-thirds of 
directors and with the consents of more than half of all attending directors. In addition, 
a Vice Chairman may be elected from among the directors through the same method 
described above. The Chairman of the board of directors shall internally preside the 
shareholders’ meeting and the meeting of the board of directors, and shall externally 
represent the Company. 

Article 15: In case where the Chairman is on leave or absent or cannot exercise his power and 
authority for any cause, the proxy thereof shall be handled according to the regulation 
of Article 208 of the Company Act. 

Article 15-1: Directors shall attend board meetings in person. A director unable to attend in person 
may appoint another director to attend the meeting by presenting a power or attorney 
in order to act as a proxy for attending the meeting on his/her/its behalf. The proxy 
described in the preceding paragraph shall be limited to accept the appointment of one 
director only. 

Article 15-2: The authorities of the board of directors are as follows: 
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1. Review of management policies and mid- to long-term development plans. 
2. Review and ensure implementation of annual business plans. 
3. Review of budget and final accounts. 
4. Review plans of capital increase or decrease 
5. Review proposals of earnings distribution or making up loss. 
6. Review of important contracts. 
7. Review of articles of incorporation or make amendments. 
8. Review of the Company’s organizational rules and important business rules. 
9. Agreement on establishment, reorganization or cancellation of branches. 
10. Review of major capital expenditure plans. 
11. Appointment and discharge of managerial offers. 
12. Implementation of the resolution by shareholders’ meetings. 
13. Review of matters proposed by managers. 
14. Convention of shareholders’ meeting and business report. 
15. Other operations that shall be handled in compliance with the law. 

Article 16: For the remuneration of all directors, the board of directors is authorized to reach a 
resolution on such remuneration based on their participation level and value of 
contribution to the operation of the Company along with the consideration of the 
common standard adopted in the same industry. 

Chapter 5 Managerial Officers 
Article 17: The Company may appoint managers. The appointment, discharge and remuneration 

of the managerial officers shall comply with the provision of Article 29 of the 
Company Act and relevant laws and regulations. 

Chapter 6 Accounting 
Article 18: At the end of each fiscal year of the Company, the board of directors shall prepare the 

reports and statements of 1. Business report, 2. Financial statement and 3. Proposal for 
distribution of surplus earnings or covering losses, for submission to the ordinary 
shareholder’s meeting according to the law in order to request approval thereof. 

Article 19: Where there is a profit in the current year, the Company shall allocate 8%–10% of the 
profit as the remuneration to employees, and no more than 1% thereof as the 
remuneration to Directors. However, profits must first be taken to offset against 
cumulative losses if any. 
Employees’ compensation is distributed in the form of shares or in cash. Those entitled 
for shares or cash, must be the Company’s employees. 
“Profit sought for the current year” as referred in the first paragraph means current 
pre-tax benefit deducts the benefits before the distribution of compensation of 
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employees and directors compensation. 
The Company may, by a resolution adopted by a majority vote at a meeting of board 
of directors attended by two-thirds of the total number of directors, have the profit 
distributable as employees’ compensation and directors’ compensation, and in addition 
thereto, a report of such distribution shall be submitted to the shareholders’ meeting. 

Article 20: From the profit earned by the Company as shown through the final account, if any, the 
sum to pay tax and make good previous loss, if any, shall be first set aside, and then 
10% for legal reserve and then the sum for special reserve for provision or reversal to 
meet the Company’s operating needs and as required by laws. The final balance, if any, 
added with unappropriated retained earnings accumulated in previous year(s), shall be 
duly distributed at the percentages as proposed by the board of directors and resolved 
in the shareholders’ meeting. 
The Company’s dividend policy shall be conditioned by the investment environment, 
capital needs, domestic and international competition, and capital budgeting of the 
Company at the present moment and in the future. Shareholders’ interest, balance of 
dividend payment and long-term financial planning of the Company shall also be 
taken into consideration by the board of directors when the board proposes the motion 
for allocation of stock dividends annually as required by law and presents the same 
before the general meeting of shareholders for ratification. The Company is currently 
in the growth stage of its life cycle and is still in need of capital for expansion and 
investment in the future. The cash dividend allocated to shareholders in the current 
year shall be no less than 20% of the total dividends to the shareholders for the year. 

Chapter 7 Supplemental Provisions 
Article 21: Any matter not specified in these Articles of Incorporation of the Company shall be 

handled in accordance with the regulations of the Company Act. 
Article 21-1: The Company’s various rules and procedures shall be further established separately. 

Article 22: These Articles were established on May 2, 1987. 

First amendment was made on May 20, 1987. 

Second amendment was made on November 22, 1988 

Third amendment was made on December 12, 1988 

4th amendment was made on February 5, 1990 

5th amendment was made on May 3, 1990 

6th amendment was made on June 7, 1992 

7th amendment was made on April 28, 1994 

8th amendment was made on December 28, 1994 

9th amendment was made on July 21, 1995 
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10th amendment was made on September 13, 1995 

11th amendment was made on August 2, 1996 

12th amendment was made on September 25, 1996 

13th amendment was made on March 14, 1997 

14th amendment was made on August 20, 1997 

15th amendment was made on April 30, 1998 

16th amendment was made on April 20, 1999 

17th amendment was made on April 10, 2000 

18th amendment was made on March 12, 2001 

19th amendment was made on May 7, 2002 

20th amendment was made on December 19, 2002 

21st amendment was made on June 9, 2003

22nd amendment was made on June 1, 2004 

23rd amendment was made on June 1, 2004 

24th amendment was made on June 13, 2005 

25th amendment was made on June 13, 2005

26th amendment was made on June 12, 2006 

27th amendment was made on June 12, 2006

28th amendment was made on June 13, 2007 

29th amendment was made on June 13, 2008 

30th amendment was made on June 10, 2009 

31st amendment was made on June 15, 2010 

32nd amendment was made on June 15, 2011 

33rd amendment was made on June 15, 2012 

34th amendment was made on June 12, 2014 

35th amendment was made on June 8, 2016 
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(Appendix 3) 
King Yuan Electronics Co., Ltd.  

Code of Ethical Conduct 
Article 1: In order to guide the directors and managers of the Company to act in line with the 

ethical standards and enable the Company’s stakeholders to better understand the 
Company’s ethical standards, the Company has established this “Code of Ethical 
Conduct” (hereinafter referred to as the “Code”). 

Article 2: The directors and managers of the Company shall include the president and any person 
at an equivalent level, the vice presidents and persons at an equivalent level, the 
assistant vice presidents and persons at an equivalent level, the chief financial and 
accounting officers, and other persons authorized to manage affairs and give signatures 
for the Company. 

Article 3: In performing their duties, the directors and managers of the Company shall adhere to 
the principle of integrity and engage in activities that meet professional standards. 

Article 4: The directors or managers of the Company shall perform their official duties in an 
objective and efficient manner to prevent the involvement of the interest or the 
acquisition of improper benefits by any person or his/her spouse, parent or child or any 
of his/her relatives within the second degree of kinship. 
The Company shall comply with its “Procedures for Loaning of Funds to Others,” 
“Procedures for Endorsements and Guarantees” and “Procedures for Acquisition or 
Disposal of Assets” in the loaning of funds, provision of guarantees, transactions of 
material assets or purchases (or sales) between it and the affiliates in which the 
aforesaid persons serve. 

Article 5: The Company shall prevent its directors or managers from engaging in any of the 
following activities: 
I. Seeking any opportunity to gain personal benefits by using the Company’s 

property or information or taking advantage of their positions;
II. Obtaining personal benefits by using the Company’s property or information or 

taking advantage of their positions; 
III. Competing with the Company. When the Company has an opportunity for profit, 

its directors or managers have the responsibility to increase the proper and lawful 
benefits that may be acquired by the Company. 

Article 6: The directors or managers of the Company shall be obliged to maintain the 
confidentiality of all information, technical information and intellectual property rights 
of the Company or its customers in purchases (or sales), except where disclosure thereof 
is authorized or required by law. Confidential information shall include any undisclosed 
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information that, if used by a competitor or disclosed, may cause damage to the 
Company or its customers. 

Article 7: The directors or managers of the Company shall treat its customers in purchases (or 
sales), competitors and employees fairly, and may not obtain improper benefits through 
manipulation, nondisclosure or misuse of any information learned by virtue of their 
positions, misrepresentation of important matters, or other unfair trading practices. 

Article 8: The directors or managers of the Company have the responsibility to protect company 
assets and ensure that they can be effectively and lawfully used for official duties. Any 
theft, negligence or waste of such assets will have a direct impact on the Company’s 
profitability. 

Article 9: The directors or managers of the Company shall be in strict compliance with the 
Securities and Exchange Act and other applicable laws and regulations. 

Article 10: The Company shall promote awareness of ethics and encourage employees to report to a 
manager, the chief internal auditor or any other appropriate officer upon suspicion or 
discovery of any activity in violation of a law or regulation or the Code. To encourage 
employees to report illegal conduct, the Company shall establish a concrete 
whistleblowing system and shall make employees aware that the Company will use its 
best efforts to ensure the safety of the reporting persons and protect them from reprisals. 

Article 11: When any director or manager of the Company violates the Code, the Company shall 
hold the violator accountable or take appropriate legal measures based on the 
circumstances of violation, and shall without delay disclose on the Market Observation 
Post System (MOPS) the date of violation of the Code by the violator, reasons for 
violation, the provisions of the Code violated and the follow-up actions taken. 

Article 12: When any director of the Company acts in violation of the Code, any other director may 
request the Audit Committee to conduct an investigation. If the violator is a member of 
the Audit Committee, the other members may be requested to conduct an investigation. 
Where any manager of the Company has received a penalty due to violation of the 
Code, he/she may file an appeal in accordance with the “Regulations for Employee 
Appeals.” 

Article 13: Where any director or manager of the Company is exempt from compliance with the 
Code, upon the adoption of a resolution by the board of directors, disclosure shall be 
made without delay on the MOPS of information including the date on which the board 
of directors approves such exemption, the objections or reservations of independent 
directors, the period of and reasons for application of such exemption and the standards 
applicable to such exemption, so that shareholders may evaluate the appropriateness of 
the resolution adopted by the board of directors to forestall any arbitrary or dubious 

-64-



exemption from compliance with the Code and to ensure appropriate mechanisms for 
controlling any circumstance of such exemption for the purpose of protecting the 
Company. 

Article 14: The Code and its amendments shall be disclosed on the Company’s website, in its 
annual reports and prospectuses and on the MOPS. 

Article 15: The Code or any amendment to it shall enter into force upon its adoption by the board 
of directors, and shall be submitted to the shareholders’ meeting. 
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(Appendix 4)
King Yuan Electronics Co., Ltd.  

Number of Shares Held by All Directors and Minimum Number of Shares to Be 
Held 

I. The number of common stocks of the Company: 1,222,745,065 shares 
II. The minimum number of authorized shares that all directors shall hold: 32,000,000 shares 
III. As of the closing date of the shareholders’ meeting (April 11, 2021), the number of shares held 

by all directors is as follows:

 Title Name 
Number of shares held on closing date 

Shares Shares held (%) 

 Chairman Chin-Kung Lee 34,000,941 2.78

Vice 
Chairman Chi-Chun Hsieh 5,552,037 0.45

 Director An-Hsuan Liu 1,100,000 0.09

 Director Kao-Yu Liu 4,808,267 0.39

 Director Kuan-Hua Chen 3,168,574 0.26

 Director Representative of Yann Yuan Investment 
Co., Ltd.: Chao-Jung Tsai 52,600,000 4.30

Independent 
director Hui-Chun Hsu 0 0

Independent 
director Dar-Yeh Hwang 0 0

Independent 
director Xiu-Ming Wang 10,000 0

Number of shares held by all directors (excluding 
independent directors) 101,229,819 8.27
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(Appendix 5) 
The Impact of Stock dividend Issuance on Business Performance, EPS, and 
Shareholder’s Return on Investment: Not applicable. 
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