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Independent Auditors’ Review Report

To the Board of Directors of Edison Opto Corporation:

Introduction

We have reviewed the accompanying consolidated balance sheets of EDISON OPTO CORPORATION and its
subsidiaries as of March 31, 2020 and 2019, and the related consolidated statements of comprehensive income,
changes in equity and cash flows for the three months ended March 31, 2020 and 2019, and notes to the
consolidated financial statements, including a summary of significant accounting policies. Management is
responsible for the preparation and fair presentation of the consolidated financial statements in accordance with
the Regulations Governing the Preparation of Financial Reports by Securities Issuers and International
Accounting Standard 34, “Interim Financial Reporting” endorsed and issued into effect by the Financial
Supervisory Commission of the Republic of China. Our responsibility is to express a conclusion on the
consolidated financial statements based on our reviews.

Scope of Review

Except as explained in the Basis for Qualified Conclusion paragraph, we conducted our reviews in accordance
with Statement of Auditing Standard 65, “Review of Financial Information Performed by the Independent
Auditor of the Entity”. A review of the consolidated financial statements consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with the generally
accepted auditing standards and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Basis for Qualified Conclusion

As stated in Note 4(b), the consolidated financial statements included the financial statements of certain non-
significant subsidiaries, which were not reviewed by independent auditors. These financial statements reflect
total assets amounting to $450,394 thousand and $700,411 thousand, constituting 12.76% and 17.06% of
consolidated total assets at March 31, 2020 and 2019, respectively, total liabilities amounting to $131,253
thousand and $114,566 thousand, constituting 13.79% and 10.52% of consolidated total liabilities at March 31,
2020 and 2019, respectively, and total comprehensive income(loss) amounting to $(4,916) thousand and
$35,122 thousand, constituting 19.65% and 67.56% of consolidated total comprehensive income (loss) for the
three months ended March 31, 2020 and 2019, respectively.

KPMG., a Taiwan p:
firms affiliated with KPMG Interna
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Qualified Conclusion

Except for the adjustments, if any, as might have been determined to be necessary had the financial statements
of certain consolidated subsidiaries described in the Basis for Qualified Conclusion paragraph above been
reviewed by independent auditors, based on our reviews, nothing has come to our attention that causes us to
believe that the accompanying consolidated financial statements do not present fairly, in all material respects,
the consolidated financial position of EDISON OPTO CORPORATION and its subsidiaries as of March 31,
2020 and 2019, and of its consolidated financial performance and its consolidated cash flows for the three
months ended March 31, 2020 and 2019 in accordance with the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and International Accounting Standard 34, “ Interim Financial
Reporting” endorsed and issued into effect by the Financial Supervisory Commission of the Republic of China.

The engagement partners on the audit resulting in this independent auditors’ report are HENG-SHEN LIN and
SHU-CHIH YANG.

KPMG

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

Notes to Readers

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

The independent auditors’ review report and the accompanying consolidated financial statements are the English translation of the
Chinese version prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the
English and Chinese language independent auditors® review report and consolidated financial statements, the Chinese version shall
prevail.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
Reviewed only, not audited in accordance with generally accepted auditing standards

EDISON OPTO CORPORATION AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
For the three months ended March 31, 2020 and 2019

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

For the three months ended March 31

2020 2019
Amount % _Amount %
Operating revenue (note 6(p)) $ 496,474 100 652,894 100
Operating costs (notes 6(d)(k)) 419,662 _ 85 537,910 _ 82
Gross profit from operations 76812 _ 15 114,984 _ 18
Operating expenses (note 6(e)(f)(g)(i)(k)(n)):
Selling expenses 27,125 5 26,102 4
Administrative expenses 39,780 8 38,264 6
Research and development expenses 22,337 5 20,937 5
Impairment loss (notes 6(c)) 1,897 _ - 2.148 _ -
Total operating expenses 91.139 _ 18 96.451 _ 15
Net operating income (loss) (14327) _ (3) 18,533 . .3
Non-operating income and expenses (note 6(r)):
Total other income (notes 6(j)) 9,309 2 6,070 1
Other gains and losses (1,006) - (6,404) (2)
Finance costs (2.576) _ (D) (2.415) _ -
Total non-operating income and expenses 5727 __ 1 (2.749) _ (D
Profit (loss) from continuing operations before tax (8,600) (2) 15,784 2
Less: Income tax expenses (note 6(1)) 2365 _ - 7.674 1
Profit (loss) (10.965) _ (2) 8110 _ 1
Other comprehensive income:
Components of other comprehensive income that will not be reclassified to profit or loss
Ung:(]}l\f;? ogtf]s;:rs gﬁ;ﬁiﬁﬁ;ﬁr ;nj;?j)tg:ﬂts in equity instruments measured at fair value (07) - 874 (1)
Income tax related to components of other comprehensive income that will not be B LS = i
reclassified to profit or loss
(507 __- (7.874) _ (D)
Components of other comprehensive income (loss) that will be reclassified to profit or
};:cs:hange differences on translation of foreign financial statements (13,545)  (3) 51,751 8
Income tax related to components of other comprehensive income that will be reclassified - - - -
to profit or loss
Components of other comprehensive income that will be reclassified to profit or loss (13.545) _ (3) 51751 __ 8
Other comprehensive income (14.052) _ (3) 43877 _ 7
Total comprehensive income (25017) __(5) 51,987 __ 8
Profit (loss), attributable to:
Profit (loss), attributable to owners of parent (7,935) (2) 6,022 1
Profit (loss), attributable to non-controlling interests (3.030) _ - 2,088 _ -
(10,965 __ (@) 8,110 _ 1
Comprehensive income attributable to: o o
Comprehensive income, attributable to owners of parent 21472) @& 47,718 7
Comprehensive income, attributable to non-controlling interests (3.545) _ () 4269 _ 1
(25.017) _ (9 51987 __8
Basic earnings per share (note 6(0)) .
Basic earnings per share (0.07) 0.05
Diluted earnings per share
Diluted earnings per share (0.07) 0.05

See accompanying notes to consolidated financial statements.
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
Reviewed only, not audited in accordance with generally accepted auditing standards

EDISON OPTO CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the three months ended March 31, 2020 and 2019

(Expressed in Thousands of New Taiwan Dollars)

For the three months ended March 31

2020 2019
Cash flows from (used in) operating activities:
(Loss) profit before tax b3 (8.600) 15,784
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation expense 30,029 43,854
Amortization expense 650 440
Expected credit loss 1,897 2,148
Interest expense 2,576 2,415
Interest income (5,264) (4,884)
Share-based payments 3,262 526
Loss on disposal of property, plan and equipment 218) 229
Total adjustments to reconcile profit (loss) 32,932 44.728
Changes in operating assets and liabilities:
Accounts and notes receivable (47,756) (82,695)
Other receivable (478) (1,956)
Tnventories (80,882) 2,823
Prepayments 5,987 11,013
Other current assets 217 (56)
Other operating assets 99 (376)
Accounts and notes payable 41,584 34,699
Other payable (27.949) (18,503)
Other current liabilities 2,243 (286)
Net defined benefit lability 204 170
Total changes in operating assets and liabilities (106.731) (55.567)
Cash flows from (used in) operations (82,399) 4,945
Interest received 6,138 4,891
Interest paid (2,249) (2,015)
Income taxes (1.757) 403
Net cash flows from (used in) operating activities (80.267) 8.224
Cash flows from (used in) investing activities:
Acquisition of property, plant and equipment (8,782) (7,643)
Proceeds from disposal of property, plant and equipment 288 299
Increase in refundable deposits (230) -
Decrease in refundable deposits - 610
Increase in other financial assets ; 112,209 -
Decrease in other financial assets - (136,165)
Decrease in restricted deposits 1,662 -
Increase in other non-current assets (1,006) -
Decrease in other non-current assets - 2,760
Increase in prepayments for business facilities (4,032) (3,369)
Net cash flows from (used in) investing activities 100,109 (143.508)
Cash flows from (used in) financing activities:
Tncrease in short-term loans 490,621 390,550
Decrease in short-term loans (412,691) (239,805)
Decrease in guarantee deposits received - 10
Payment of lease liabilities (3,372) (3,281)
Acquisition of ownership interests in subsidiaries - (10.399)
Net cash flows from financing activities 74,558 137.075
Effect of exchange rate changes on cash and cash equivalents (2,979) 1,600
Net increase in cash and cash equivalents 91,421 3,391
Cash and cash equivalents at beginning of period 1.000.536 1.093.408
Cash and cash equivalents at end of period 5 1,091,957 1.096.799

See accompanying notes to consolidated financial statements



(English Translation of Consolidated Financial Statements Originally Issued in Chinese)
Reviewed only, not audited in accordance with generally accepted auditing standards

EDISON OPTO CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
March 31, 2020 and 2019

(Expressed in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

(1) Company history

Edison Opto Corporation (the “Company”) was approved by the Ministry of Economic Affairs on
October 4, 2001 and incorporated in 5F, No.800, Chung-Cheng Rd., Chung-Ho Dist., New Taipei
City, Taiwan. The Company’s shares were listed on the Taiwan Stock Exchange in November
2000. The company and its subsidiaries (hereinafter referred as Group) are mainly engaged in
manufacturing, selling, research and development of LED components and modules.

(2) Approval date and prbcedures of the consolidated financial statements:

These consolidated financial statements were authorized for issuance by the board of directors on May 12,

2020.

(3) New standards, amendments and interpretations adopted:

(a)

(b)

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

The following new standards, interpretations and amendments have been endorsed by the FSC and
are effective for annual periods beginning on or after January 1, 2020.

Effective date

New, Revised or Amended Standards and Interpretations per IASB
Amendments to IFRS 3 “Definition of 2 Business™ January 1, 2020
Amendments to [FRS 9, [AS39 and IFRS7 “Interest Rate Benchmark Reform” January 1, 2020
Amendments to IAS 1 and IAS 8 “Definition of Material” January 1, 2020

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

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

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

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

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

{Continued)



EDISON OPTO CORPORATION AND SUBSIDIARIES_
Notes to the Consolidated Financial Statements

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

(4) Summary of significant accounting policies:

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

(a)

(b)

Statement of compliance

These consolidated financial statements have been prepared in accordance with the “Regulations
Governing the Preparation of Financial Reports by Securities Issuers” (hereinafter referred to as the
Regulations) and the International Financial Reporting Standards, International Accounting
Standards, IFRIC Interpretations, and SIC Interpretations endorsed by the FSC (hereinafter referred
to as the IFRSs endorsed by the FSC).

Except the following accounting policies mentioned below, the significant accounting policies
adopted in the consolidated financial statements are the same as those in the consolidated financial
statement for the year ended December 31, 2019. For the related information, please refer to note 4
of the consolidated financial statements for the year ended December 31, 2019.

Basis of consolidation

(i) List of subsidiaries in the consolidated financial statements

Shareholding

March 31, December 31, March 31,
Name of investor Name of subsidiary Principal activity 2020 2019 2019 Note

The Company Edison Opto Business of opto- 100.00 % 100.00 % 100.00 % 4
Corporation electronics

The Company Ledison Opto Business of opto- 100.00-% 160.00 % 100.00 % 4
Corporation electronics

The Company Best Opto Corporation  Business of opto- . 100.00 % 100.00 % 100.00 %

electronics -

The Company Edison Fund Investment 100.00 % 100.00 % 100.00 %
Investment
Corporation

The Company Edison-Litek Opto Investment 61.80 % 61.80 % 61.80 %
Corporation Limited
(note 1)

The Company Edison-Litek Opto Business of opto- 100.00 % 100.00 % 100.00 % 5
Corporation electronics .

The Company Edison-Egypt Opto Business of opto- 100.00 % 100.00 % 100.00 % 4
Corporation electronics

Ledison Opto Edison Opto (Dong Business of opio- 100.00 % 100.00 % 100.00 % 4

Corporation -Guan) Co., Ltd, electronics

Best Opto Best Led Corporation  Investment 100.00 % 100.00 % 100.00 %

Corporation

Best Led Yangzhou Edison Business of opto- 100,00 % 100.00 % 100.00 %

Corporation Opto Corporation electronics

(Continued)
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EDISON OPTO CORPORATION AND SUBSIDIARIES

Name of investor Name of subsidiary
Yangzhou Edison Yangzhou Aichuang
Opto Corporation Eleetronic Trade

Corporation (note 3)
Edison Fund Edison Opto USA
Investment Corporation
Corporation
Edison Fund Edison Auto Lighting
Investment Corporation
Corporation {note 2)
Edison Fund Davinci Opto
Investment Corporation
Corporation
Edison Fund Ledionopto Lighting
Investment Inc.
Corporation
Ledionopto Lighting  Led Plus Co,, Ltd,
Inc.

Edison-Litek Opto
Corporation Limited

Led Plus Co., Ltd.

Edison-Litek Opto
Corporation

Note I:

Note 2:

Yangzhou Edison-
Litek Opto
Corporation

Dong Guan Davinci
Opto Corporation

Edison-Litek Opto
Corporation
Limited{note 1)

September, 2019.

Note 3:

Note 4:

reviewed.

Note 5:

Notes to the Consolidated Financial Statements

Sharcholding
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March 31, December 31, March 31,
Principal activity 2020 2019 2019 Note

Business of opto- 100.00 % 100.00 % - % 4
clectronics

Business of opto- 55.00 % 55.00 % 55.00 % 4
electronics

Business of opto- 51.00 % 51.00 % - % 4
electronics

Business of opto- 100.00 % 100.00 % 100.00 % 4
electronics

Business of opto- 100.00 % 100.00 % 100.00 % 4
electronics

Investment 100,00 % 100.00 % 100.00 % 4
Business of opto- 100.00 % 100.00¢ % 100.00 %
electronics

Business of opte- 100.00 % 100.00 % 100.00 % 4
electronics

Investment 0.28 % 0.28 % 0.28 %

statements have not been reviewed.

The Company has been registered in 2019.

(ii) Subsidiaries excluded from the consolidated financial statements: None.

Income taxes

The Company and Edison-Litek Opto Corporation Limited held 62.08% of Edison-
Litek Opto Corporation Limited in Total.

The subsidiary Edison Fund Investment Corporation had gained control of it on

The Company is an non-significant subsidiary, its financial statements have not been

The Company is an non-significant subsidiary at March 31, 2019 its financial

The income tax expenses have been prepared and disclosed in accordance with paragraph B12 of
International Financial Reporting Standards 34, Interim Reporting.

Income tax expenses for the period are best estimated by multiplying pre-tax income for the interim
reporting period by the effective annual tax rate as forecasted by the management. This should be

recognized fully as tax expense for the current period.

(Continued)
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For a change in tax rate that is substantively enacted in an interim period, the effect of the change
should immediately be recognized in the interim period in which the change occurs.

Temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their respective tax bases shall be measured based on the tax rates that have been
enacted or substantively enacted at the time of the asset or liability is recovered or settled, and be
recognized directly in equity or other comprehensive income as tax expense.

(d) Employee benefits

The pension cost in the interim period was calculated and disclosed on a year-to-date basis by using
the actuarially determined pension cost rate at the end of the prior fiscal year.

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

The preparation of the consolidated financial statements in conformity with the Regulations and IFRSs (in
accordance with IAS 34 “Interim Financial Reporting” and endorsed by the FSC) requires management to
make judgments, estimates and assumptions that affect the application of the accounting policies and the
reported amount of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Except for the following, the preparation of the consolidated interim financial statements, estimates and
underlying assumptions are reviewed on an ongoing basis which are in conformity with the consolidated
financial statements for the year ended December 31, 2019. For the related information, please refer to
note 5 of the consolidated financial statements for the year ended December 31, 2019.

{6) Explanation of significant accounts:

Except for the following disclosures, there is no significant difference as compared with those disclosed in
the consolidated financial statements for the year ended December 31, 2019.

. Please refer to note 6 of the 2019 annual consolidated financial statements.

(a) Cash and cash equivalents

March 31, December 31, March 31,
2020 2019 2019
Cash $ 9,936 7,337 8,071
Demand Deposit 886,461 776,127 568,548
Time Deposit 195.560 217,072 520,180
$ 1,091,957 1,000,536 1,096,799

(Continued)
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(b) Financial assets at fair value through other comprehensive income

(c)

March 31, December 31, March 31,
2020 2019 2019
Debt investments at fair value through
other comprehensive income
Unlisted common shares—Foreign
Company — LEDLitek Co., Ltd. $ 106,124 106,631 86,625

The Group holds 15.39% of common shares of LED Litek Co.,Ltd, and the main operating activities
of the Company are researching, manufacturing and selling of car lighting module. The Group
deSIgnated the investments shown above should recognize as fair value through other comprehensive
income, because of these investments were intend to hold for long-term strategic purposes.

There were no disposed of investments for the three months ended March 31, 2020 and 2019, and
there were no transfers of any cumulative gain or loss within equity relating to these investments.

The above financial assets of the Group were not pledged.

Notes and accounts receivable

March 31, December 31, March 31,
2020 2019 2019
Notes receivable $ 4,649 1,145 11,421
Accounts receivable 474,396 429,988 545,908
Overdue receivable 56,079 56,095 56,241
Less: Loss allowance (64,404) (62,522) {63.295)
$ 470,720 424,706 550.275

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

March 31, 2020
Weighted-
Gross carrying average loss Loss allowance
amount rate provision

Current $ 454,845 0.01% 47
1 to 30 days past due 6,036 3.15% 190
31 to 90 days past due 2,995 6.01% 180
91 to 180 days past due 15,169 52.13% 7.908
$ 479,045 8.325

(Continued)
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180 days past due

Current

1 to 30 days past due
31 to 90 days past due
91 to 180 days past due

180 days past due

Current

1 to 30 days past due
31 to 90 days past due
91 to 180 days past due

180 days past due

13

Weighted-
Gross carrying average loss Loss allowance
amount rate provision
b 56,079 100% 56,079
December 31, 2019
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
3 405,311 0.02% 94
7,345 3.50% 257
9,915 8.89% 881
8.562 60.86% 5.195
$ 431,133 6,427
Weighted-
Gross carrying average loss  Loss allowance
amount rate provision
$ 56,095 100% 56.095
March 31, 2019
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
$ 511,454 0% -
22,854 5.16% 1,180
15,695 10.54% 1,654
7326 57.62% 4220
$ 557,329 7,054
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
$ 56,241 100% 56,241

(Continued)
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Movements of the loss allowance for notes and accounts receivable were as follows:
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For the three months ended

March 31,
2020 2019
Balance at January 1 $ 62,522 61,054
Impairment losses recognized 1,897 2,148
Foreign exchange losses (gains) (15) 93
Balance at March 31 3 64.404 63,295
Note and account receivables of the Group were not pledged.
Inventories
March 31, December 31, March 31,
2020 2019 2019
Raw materials $ 123,421 84,934 128,220
Supplies 3,591 3,131 4,419
Work in progress 71,106 69,318 901,389
Finished goods 127.478 87.331 143.367
S 325,596 244,714 366,395
The details of the cost of sales were as follows:
For the three months ended
March 31,
2020 2019
Inventory that has been sold $ 415,427 512,983
Write-down of inventories 611 7,429
Unallocated production overheads 3.624 17.498
$ 419,662 537.910

The Group did not provide any inventories as collateral for its loans.

(Continued)
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The cost, depreciation, and impairment of the property, plant and equipment of the Consolidated
Company for the years ended March 31, 2020 and 2019, were as follows:

Cost or decked cost;
Balance at January 1, 2020
Additions
Digposal
Reclassify

Effect of movements in
exchange rates

Balance at March 31, 2020
Balance at January 1, 2019
Additions

Bisposal

Reclassify

Effect of movements in
exchange rates

Balance at March 31,2019 §
Deprecation and impairments foss:

Balance at January 1, 2020
Depreciation
Disposal

Effect of movements in
exchange rates

Balance at March 31, 2020
Balance at January 1, 2019
Depreciation

Disposal

Effect of movements in
exchange rates

Balance at March 31, 2019
Carrying amounts:

Balance at January 1, 2020

Balance at March 31, 2020

Balance at Januvary 1, 2019

Balance at March 31, 2019

Machinery
Building and and Molding Other
Land construction equipment equipment facilities Total
$ 260,051 803,349 1,367,864 38,611 214,443 2,684,318
- 1,738 7,044 - - 8,782
- - (390) - {430) (820)
- 3,660 12,991 - - 16,651
- (4.373) {7.831) (269) (1.337) (13.810)
b 260,051 804,374 1,379,678 38342 212,676 2,695,121
$ 260,051 827,817 1,406,584 46,024 232,182 2,772,658
- 872 3,736 601 1,597 6,806
- (1,329) - (6,395) (20,292) (28,016)
- - 534 - 2,854 3,388
- 13,937 24.845 804 4.344 44,020
260.051 841,297 1,435.699 41,124 220,685 2,798,856
$ - 208,227 1,138,279 27468 65,558 1,439,532
- 5,926 15914 1,088 3,453 26,381
- - {405) - (345) (750)
- (993} {6.090) (188) (611} {7.882)
- 213,160 1,147,698 28.368 68.055 1,457,281
- 190,327 865,467 30,463 78,349 1,164,606
- 6,227 29,219 1,070 3,899 40,415
- (1,329 - (6,038) (20,121) (27.488)
- 2.344 12.612 525 1,728 17,209
5 - 197,569 907,298 26,020 - 63.855 1,194,742
5 260,051 595,122 229,585 11,143 148,885 1,244,786
3 260,051 591,214 231,980 9,974 144,621 1,237,840
3 260,051 637.490 541,117 15,561 153,833 1,608,052
5 260,051 643,728 528,401 15,104 156,830 1,604,114

Some of the property, plant and equipment that belongs to the Group had been pledged as collateral
for short-term borrowings; please refer to note 8.

(Continued)
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() Right-of-use assets

The Group leases many assets including land and buildings, machinery and vehicles. Information
about leases for which the Group as a lessee was presented below:

Building and  Machinery

Land Construction  equipment Vehicles Total
Cost:
Balance at January 1, 2020 $ 31,948 31,091 . 173 4,659 67,871
Additions - - - 579 579
Effect of changes in foreign exchange rates (232) (214) (1) - (447
Balance at March 31, 2020 L 31,716 30,877 172 5,238 68,003
Balance at January 1, 2019 33,280 33,273 779 - 67,332
Additions - 739 - - 739
Disposals - (1,111 - - (1,111)
Effect of changes in foreign exchange rates 755 47) 4 - 712
Balance at March 31, 2019 $ 34,035 32,854 783 - 67,672
Accumulated depreciation:
Balance at January 1, 2020 $ 842 12,208 112 657 13,819
Depreciation 209 3,050 27 362 3,648
Effect of changes in foreign exchange rates (6) (79 () - (86)
Balance at March 31, 2020 b 1,045 15,179 138 1,019 17,381
Balance at January 1, 2019 $ - - - - -
Depreciation 9 3,359 71 - 3,439
Disposal - (130} - - (130)
Balance at March 31, 2019 b} 9 3,229 71 - 3,309
Carrying amount:
Balance at January 1, 2020 § 31,106 18.883 61 4,002 54,052
Balance at March 31, 2020 b 30,671 15,698 3 4,219 50,622
Balance at January 1, 2019 b 33,280 33,273 779 - 67,332
Balance at March 31, 2019 S 34,026 29,625 712 - 64,363

(Continued)
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Intangible assets
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The cost, amortization and impairment of the intangible assets of the Group for the years ended

March 31, 2020 and 2019 were as follows:

Computer
Goodwill software Total
Carrying amounts:
Balance at Januvary 1, 2020 $ - 6,354 6,354
Balance at March 31, 2020 3 - 5,670 5,670
Balance at January 1, 2019 $ 25,086 2,598 27.684
Balance at March 31, 2019 $ 25.086 2.179 27,265
As of March 31, 2020 and 2019, the intangible assets of the Group were not pledged.
Short-term borrowings '
The short-term borrowings were summarized as follows:
March 31, December 31, March 31,
2020 2019 2019
Secured bank loans $ 71,367 126,455 200,806
Unsecured bank loans 293.238 156,940 190,280
Total ' $ 364,605 283,395 391,086
Unused short-term credit lines $ 1,406,086 1,491,747 1,371,106
Range of interest rates 1.05%~3.05% _1.07%~2.9%6% _1.15%~3.44%

For the collateral for short-term borrowings, please refer to note 8.
Lease liability

The carrying value of the lease liabilities were as follows:

March 31, December 31, March 31,
2020 2019 2019
Current $ 8,342 10,115 12,266
Non-current $ 13.094 14.200 18.560

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

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

For the three months ended

March 31,
2020 2019
Interest on lease liabilities $ 773 429
Expenses relating to short-term leases b 263 1.602
Expenses relating to leases of low-value assets, excluding
short-term leases of low-value assets S 44 280

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

For the three months ended
March 31,
2020 2019
Total cash outflow for leases $ 4,454 4,992

(i) Real estate leases

The Group leases building for its employee dormitories and plant offices. The lease terms
ranged for a period of 1 to 2 years and 2 to 5 years for employee dormitories and plant offices,
respectively. Some of the terms can be extended upon maturity. However, if the option of
extension is uncertain, the related expenditures incurred in the covered period cannot be
accounted for as lease liabilities.

(ii} Other leases

The Group leases machinery and vehicle, with lease terms ranging for a period of 4 to 5 years.
Some of the terms can be extended upon maturity. However, if the option of extension is
uncertain, the related expenditures incurred in the covered period would not be accounted for
as lease liabilities.

Some buildings leased by the Group have a term with no more than a year are considered as
short-term leases. Therefore, the Group decided to apply the exemption for recognition to
recognize its right of use assets and lease liabilities.

Deferred income

The agreement between Yangzhou Edison Opto Corporation and Yangzhou Land And Resources
Bureau entitled right of land use of Yangzhou Economic Development Zone, from December, 2006
to December, 2056. The right of land use of CNY9,788 thousand is subsidized by the Administrative
Commission of Yangzhou Economic Development Zone, generating the long-term deferred revenue
of CNY9,393 thousand recognized under other non-current liabilities and is amortized for 50 years
to recognize revenue. As of March 31, 2020, December and March 31, 2019, the amount of

unamortized deferred revenue was $29,431, $29,851 and $32,662, respectively.

(Continued)
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(k) Employee benefits
(i) Defined benefit plans

Management believes that there was no material volatility of the market, no material
reimbursement and settlement or other material one time events since prior fiscal year. As a
result, the pension cost in the accompanying interim period was measured and disclosed
according to the actuarial report as of December 31, 2019 and 2018.

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

For the three months ended

March 31,
2020 2019
Operating cost $ 104 105
Operating expenses 145 103
S 249 208

(ii}) Defined contribution plans

The Group’s expenses under the pension plan cost to the Bureau of Labor Insurance for the
three months ended March 31, 2020 and 2019 were as follows:

For the three months ended

March 31,
2020 2019
Operating cost $ 2,060 3,544
Operating expenses 1.512 2,113
$ 3,572 5,657

(1) Income taxes

(i) The components of income tax for the three months ended March 31,2020 and 2019 were as
follows:

For the three months ended

March 31,
2020 2019
Current tax expense
Current period $ 2,365 7,674
Adjustment for prior periods - -
Income tax expense b 2,365 7.674

(ii) Assessment of tax

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

{Continued)



20

EDISON OPTO CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

(m) Capital and other equity

Except for the following disclosure, there was no significant change for capital and other equity for
the periods from January 1 to March 31, 2020 and 2019. For the related information, please refer to
note 6(p) of the consolidated financial statements for the year ended December 31, 2019.

(»

(i)

Capital surplus
The balances of capital surplus were as follows:
March 31, December 31, March 31,
2020 2019 2019

Share capital b 1,738,499 1,738,499 1,789,185
Employee share options 72,142 72,142 72,142
Restricted stock 30,917 30.917 21,917

$ 1,841,558 1,841,558 1,883,244
A resolution was decided during the board of directors’ meeting held on March 3, 2020 to
distribute the cash dividend of $12,300, which will be submitted in the general meeting of the
shareholders for approval. Each share could receive a cash dividend of $0.10081853 from
capital reserve. On June 18, 2019, the Company’s shareholders approved to distribute the cash
dividend of $36,000 by capital surplus. Each share could receive a cash dividend of $0.2999
from capital reserve.
Retained earnings

The Company’s article of incorporation stipulate that Company’s net earnings should first be
used to offset the prior years’ deficits, if any, before paying any income taxes. Of the
remaining balance, 10% is to be appropriated as legal reserve, and then any remaining profit
together with any undistributed retained earnings shall be distributed according to the
distribution plan proposed by the Board of Directors and submitted to the stockholders’
meeting for approval.

The dividend policy of the Company is coordinated with the share capital, financial structure,
operating status, future development plan, fund requirements, competitions, shareholders’
benefits, etc. by distributing no less than 60% of the distributable earnings every year.
Nonetheless, when the distributable earnings are lower than 20% of the common stock
outstanding, no distribution shall be made during the year. Dividends may be distributed either
by cash or by share. However, if the dividends are to be distributed in cash, it shall be no less
than 10% of the total dividends issued.

1)  Legal reserve

When a company incurs no loss, it may, pursuant to a resolution by a shareholders’
meeting, distribute its legal reserve by issuing new shares or by distributing cash, and
only the portion of legal reserve which exceeds 25% of capital may be distributed.

(Continued)
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Special reserve

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

Earnings distribution

The board of directors approved a resolution to cover the deficit on March 3, 2020, so
there were no earnings ditributed for 2019. A resolution was approved during the
shareholders® meeting on June 18, 2019 to reclassify the distributable earnings of the
Company to legal reserve and special reserve. Therefore, there were no earnings
distributed for 2018.

Treasury shares

1)

2)

3)

4)

5

In the fourth quarter of 2018, under section 28(2) of the Securities and Exchange Act, the
Company repurchased 3,000 thousand shares as treasury shares in order to motivate

employees. As of March 31, 2019, 5,000 thousand shares of treasury shares had not been
sold.

The Company has decided to retire 2,000 thousand treasury shares via the Board Meeting
in May 2019. The amount was $34,836, and the related registration procedures were

completed. As of March 31, 2020, 3,000 thousand shares of treasury shares had not been
sold.

The board of directors agreed to purchase 3,000 thousand treasury shares to maintain the
credit of the Company and shareholders’ benefits via the general meeting held on March
31, 2020. :

Ledionopto Lighting Inc., sub-subsidiary of the Company, held 500 thousand shares of
the Company’s treasury share. As of March 31, 2020, all treasury shares were not sold
and the market price on March 31, 2020, December and March 31, 2019 was 9.05, 13.25

and 14.30 per share, respectively.

In compliance with the Securities and Exchange Act, treasury shares held by the Group
should not be pledged, and shareholder rights are not entitled before the transfer.

(Continued)
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Share-based payment

Except for the following disclosure, there were no significant changes for share-based payment
during the periods from January 1 to March 31, 2020 and 2019. For the related information, please
refer to note 6(q) of the consolidated financial statements for the year ended December 31, 2019,

(i} Restricted stocks
Details of the restricted stock of the Company are as follows:

For the three months ended

March 31,
2020 2019
Outstanding at January 1 (number) $ 2,000 263
+ Granted during the year (number) - -
Forfeited during the year (number) - -
Outstanding at March 31 (number) b 2,000 263

(ii) Expense recognized in profit or loss
The Group incurred expenses of share-based arrangements as follows:

For the three months ended
March 31,
2020 2019
Expenses resulting from restricted stocks $ 3,262 526

Earnings (loss) per share
The calculation of basic earnings per share and diluted earnings per share are as follows:

For the three months ended

March 31,
Basic earnings per share 2020 2019
Profit/(loss) of the Company for the year $ (7,935) 6,022
Weighted average number of ordinary shares (in thousands
of shares) 120,001 119,738
- Basic earnings(loss) per share $ (0.07) 0.05
Diluted earnings per share
Profit (loss) of the Company for the year $ (7,935) 6,022
Weighted average number of ordinary shares (in thousands of
shares) 120,001 119,738
Effect of employee share bonus (in thousands of shares) - 25
Weighted average number of ordinary shares (in thousands of
shares) 120,001 119,763
Diluted earnings (loss) per share $ (0.07) 0.05

(Continuved)
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(p) Revenue from contracts with customers

(i) Revenue detail

For the three months ended March 31,

2020
Yangzhou
Edison Opto Yangzhou Edison-Litek Edison-
(Dong Guan) Edison Opto Opto Litek Opto
The Company Co., Ltd, Corporation  Corporation  Corporation Other Total
Major macket
China 3 5,308 60,089 60,684 9,069 - 909 136,059
America and Europe 39,813 - - 1,976 91,982 18,446 152,217
Tabwan 19,653 - - - - 29 19,682
Aftica 110,298 - - - - 3,936 114,234
Others 73,133 - 115 18 887 129 74,282
3 248,205 60,089 60,79¢ 11,063 92,869 23,449 496,474
Major product:
LED transmitler component $ 5,011 32,329 - - - - 37,340
LED lighting component 70,377 27,435 53,294 - - 4,916 156,022
LED lighting module and 171,387 - 191 - - 18,095 189,673
product
Auwtomotive LED lighting - - - 11,058 92,869 - 103,927
module
Others 1430 325 7.314 3 - 438 9.512
s 248,205 60,089 60,799 11,063 92,869 23,449 . 496,474
For the three months ended March 31,
2019
Yangzhou
Edison Opto Yangzhou Edison-Litek  Edison-Litek
(Dong Guan) Edison Opto Opto Opto
The C y Co., Ltd. Corporation  Corporation.  Corporation Other Total
Major market
China $ 6,491 72,177 69,814 4,645 - - 153,127
America and Europe 92219 - - 268 211,152 22,575 326,214
Taiwan 21,541 - - - - - 21,541
Affica 23,689 - - - - 1,660 25,349
Others 126,088 92 72 2 400 - 126,663
8 270,028 72,269 69,886 4,915 211,561 24,235 652,804
Major product:
LED transmitter component s 4,566 38,939 - - - - 43,505
LED lighting component 160,178 4,308 60,561 - - 7,598 232,645
LED lighting module and 101,296 28,948 3,973 - - 16,537 150,754
product
Automotive LED lighting - - - 3,370 211,561 - 214,931
modile
Others 3,988 74 5,352 1,545 - 100 11,059
] 270,028 72,269 69,386 4,915 211,561 24,235 652,894

(Continued)
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(ii) Contract balances

March 31, December 31, March 31,
2020 2019 2019
Note receivables $ 4,649 1,145 11,421
Accounts receivables 474,396 429,988 545,908
Less: Loss allowance (8.325) {6.427) (7,054)
Total $ 470,720 424,706 550,275

For details on accounts receivable and allowance for impairment, please refer to note 6(c).

() Employee compensation and directors’ and supervisors' remuneration

(r)

In accordance with the Articles of incorporation, the Company should contribute 5%~15% of the
profit as employee compensation and less than 3% as directors' and supervisors' remuneration when
there is profit for the year. However, if the Company has accumulated deficits, the profit should be
reserved to offset the deficit. The amount of remuneration of each director and supervisor and of
compensation for employees entitled to receive the abovementioned employee compensation is
approved by the board of directors. The recipients of shares and cash may include the employees of
the Company's affiliated companies who meet certain conditions.

For the three months ended March 31, 2020, the Company has suffered in loss so there is no
estimated employee and directors' remuneration. For the three months ended March 31, 2019, the
employee compensation and directors' remuneration were $315 and $63, respectively.

The Company has suffered in loss so there is no estimated employee and directors' remuneration in
2019. In 2018, the employee compensation and directors’ remuneration were $539 and $108
respectively and there is no difference between the actual amount and the estimated amount. Related
information would be available at the Market Observation Post System website.

Non-operating income and expenses
(i) Other income
The details of net other income were as follows:

For the three months ended

March 31,
2020 2019
Interest income $ 5,264 4,884
Others ' 4.045 1,186
$ 9,309 6,070

(Continued)
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(ii) Other gains and losses

The details of other gains and losses were as follows:

Net gains (losses) on disposal of Property, plant, and
equipment

Net gains(losses) on foreign exchange
Others

(iti) Finance costs

The details of finance costs were as follows:

Interest expenses

Financial instruments

For the three months ended

March 31,
2020 2019
$ 218 (229)
360 (7,114)
(2.084) : 939
$ (1,006) {6,404)

For the three months ended
March 31,
2020 2019

3 2,576 2,415

Except for the contention mentioned below, there was no significant change in the fair value of the
Group’s financial instruments and degree of exposure to credit risk, liquidity risk and market risk
arising from financial instruments. For the related information, please refer to note6(v) of the
consolidated financial statements for the year ended December 31, 2019.

{i) Creditrisk

1)  Credit risk exposure

The carrying amount of financial assets represents the maximum amount exposed to

credit risk.

2)  Concentration of credit risk

Accounts receivable were due from many customers. Therefore, there was no
concentration of credit risk. In order to reduce the credit risk of accounts receivable, the
Company continually evaluates each customer’ s financial situation. Otherwise, the
customer will have to provide bank guarantees or collaterals.

{Continued)
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3} Receivable

For credit risk exposure of note and trade receivables, please refer to note 6(d). Other
financial assets at amortized cost includes other receivables and time deposits.

All of these financial assets are considered to have low risk, and thus, the impairment
provision recognized during the period was limited to 12 months expected losses.
Regarding how the financial instruments are considered to have low credit risk, please
refer to note 4(g) of the consolidated financial statements for the year ended: December
31,2019.

(ii) Liquidity risk

The following table shows the contractual maturities of financial liabilities, including
estimated interest payments and excluding the impact of netting agreements.

Carrying  Contractua Within 6 6-12 Over
amount 1 cash flows _months months 12 vears 2-Syears 5 years
March 31, 2020
Non-derivative financial liabilities
Secured loans $ 71,367 (71,561)  (71,561) - - - -
Unsecured loans 293,238 (293,437) (293437 - - - -
Lease liabilitics 21,436 (25,369) {6,704) (3,828) {7,640) (7,197 -
Notes payable and accounts
payable 360,655 {360,655) (360,655) - - - -
Other payable 112.973 (112.973) _ (112975 - - - -
S 859,669 (863.995) _ (845.330) (3,828) (7.640) (7.19%) -
December 31, 2019
Non-derivative financial liabilities
Secured loans $ 126455 (126,860) (126,860) - - - -
Unsecured loans 156,940 (157,035)  (157,035%) - - - -
Lease liabilities 24,135 (28.,914) (8,076) (4,480) (7,463) (8,895) -
Notes payable and accounts 319,740 (319,740)  (319,740) - - - -
payable
Other payable 140,594 (140,594) _ (140.594) - - - -
5__767.864 (773.143) _ {752,305) (4,480} {7.463) (8.895) -
March 31, 2019
Non-derivative financial liabilities
Secured loans $ 200,806 (204,960)  (204,960) - - - -
Unsecured loans 190,280 (191,080) (191,080) - - - -
Lease liabilities 30,826 (30,826) (5.923) (6,343) (5,183 (13,377 -
Notes payable and accounts
payable 443,819 (443,819) (443,819 - - - -
Other payable 105.004 (105,004) _ (105.004) - - - -

§_ 970,735 (975,689) _ (950,786) (6.343) (5,183) 13377 - -

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

(Continued)
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(iii) Currency risk
1)  Exposure to foreign currency risk

The Consolidated Company’ s significant exposure to foreign currency risk was as

follows:
March 31, 2020 December 31, 2019 March 31, 2012
Foreign Foreign Foreign
COTTENcY Exchange rate TWD _  currency Exchange rate TWD Currency Exchange rate TWD
Financial assets
Mongtary items
USD $ 11,641 USD/TWD= 30,2250 351,849 11,106 USD/TWD= 29.9800 332,958 8,949 USD/TWD= 30,8200 275,808
UsD 6,842 USD/CNY= 7.0851 206,737 8,380 USD/CNY= 69762 251,154 18,043 USD/CNY= 6.7335 556,043
CNY 29,631 CNY/TWD= 42647 126,367 36,268 CNY/TWD= 4.2961 155,988 20,022 CNY/TWD= 4.5768 91,636
Financia! liabilities
Monetary items 7
UsD 15,211 USDITWD= 302250 459,752 12,455 USD/TWD= 209800 373,401 11,623 USD/TWD= 30,8200 339,720
usD 2,301 USD/CNY= 7.0851 69,527 799 USD/CNY= 6.9762 23,947 6,385 USD/CNY= 6.7335 196,771
CNY 2,227 CNY/TWD= 42647 9,497 3,574 CNY/TWD= 42961 15,354 3,639 CNY/TWD= 4.5768 16,665

2)  Sensitivity analysis

The Group’s exposure to foreign currency risk arises from the translation of the foreign
currency exchange gains and losses on cash and cash equivalents, trade and other
receivables, financial assets at fair value through other comprehensive income, loans and
borrowings; and trade and other payables that are denominated in foreign currency.

A strengthening (weakening) of 5% of the TWD against the USD and CNY as at March
31, 2020 and 2019 would have increased (decreased) the equity by $7,309 and $18,516
due to cash flow hedges. The analysis assumes that all other variables remain constant
and ignores any impact of forecasted sales and purchases. The analysis is performed on
the same basis for prior year.

3) Foreign exchange gain and loss on monetary items

Since the Consolidated Company has many kinds of functional currency, the information
on foreign exchange gain (loss) on monetary items is disclosed by total amount. For the
three months ended March 31, 2020 and 2019, foreign exchange gain (loss) (including
realized and unrealized portions) amounted to $860 and $(7,114), respectively.

(Continued)
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(iv) Fair value of financial instruments

1) The fair value of financial assets and liabilities at fair value through profit or loss,
derivative financial instruments used for hedging, and financial assets at fair value
through other comprehensive income (available for sale financial assets )is measured on
a recurring basis. The carrying amount and fair value of the Group’s financial assets and
liabilities, including the information on fair value hierarchy were as follows; however,
except as described in the following paragraphs, for financial instruments not measured
at fair value whose carrying amount is reasonably close to the fair value, and lease
liabilities, disclosure of fair value information is not required :

March 31, 2020
Fair Value
Book Value Level 1 Level 2 Level 3 Total
Financial assets at fair value
through other comprehensive
income $ 106,124 - - 106,124 106,124
DPecember 31, 2019
Fair value
Book value Level 1 Level 2 Level 3 Total
Financial assets at fair value
through other comprehensive
income $ 106,631 - - 106,631 106,631
March 31, 2019
Fair value
Book value Level 1 Level 2 Level 3 Total
Financial assets at fair value
through other comprehensive
income $ 86,625 - - 86,625 86,625

2)  Reconciliation of Level 3 fair values

Fair value through
other comprehensive

income
January 1, 2020 _ 3 106,631
Total gains and losses recognized:

In other comprehensive income (507)
March 31, 2020 $ 106,124
January 1, 2019 $ 94,499
Total gains and losses recognized:

In other cbmprehensive income (7.874)
March 31, 2019 ) 86,625

(Continued)
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For the years ended March 31, 2020 and 2019, total gains and losses that were included in
unrealized gains and losses from financial assets at fair value through other comprehensive
income were as follows:

For the three months ended
March 31,

2020 2019

Total gains and losses recognized:

In other comprehensive income, and presented in $ (507)

3)

(7,874)
“unrealized gains and losses from financial assets

at fair value through other comprehensive

income™

Quantified information on significant unobservable inputs (Level 3) used in fair value
measurement

The Group’s financial instruments that use Level 3 inputs to measure fair value include
“financial assets measured at fair value through profit or loss — debt investments” and
“fair value through other comprehensive income (available-for-sale financial assets) —
equity investments”.

Most fair values in Level 3 include one significant unobservable input, and the fair
values of investments in equity instrument without active market consist of multiple
significant unobservable inputs. Therefore, significant unobservable inputs of
investments in equity instrument without active market are independent with no inter-
relationship.

Quantified information of significant unobservable inputs was as follows:

Inter-relationship
between significant

Valuation Significant unobservable unobservable inputs and
Item inputs fair value measurement
Financial assets at fair  Market comparable Assets multiple (1.45% The higher the assets
value through other and 1.32% on March 31, multiple, the higher

comprehensive income
equity investments
without an active market

2020 and 2019,
respectively)

Discount for lack of
marketability (25% on
March 31, 2020 and 2019)

the fair value

The higher the
discount for lack of
marketability, the
lower the fair value

(Continued)
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4)  Fair value measurements in Level 3 — sensitivity analysis of reasonably possible
alternative assumptions

The fair value measurement of financial instruments by the Consolidated Company is
reasonable, but the use of different evaluation models or evaluation parameters may
result in different evaluation results. For fair value measurements in Level 3, if the
evaluation parameters change, would have the following effects of profit or loss or other
comprehensive income:

Recognized in other comprehensive
income
Favorable Unfavorable
Input Change change change

March 31, 2020

Financial assets fair value through other 1.45 1% 1,061 (1,061)
comprehensive income

March 31, 2019

Financial assets fair value through other 1.32 1% 630 (630)
comprehensive income

The favorable and unfavorable effects represent the changes in fair value, and fair value is
based on a variety of unobservable inputs calculated using a valuation technique. The analysis
above only reflects the effects of changes in a single input, and it does not include the
interrelationships with another input.

Financial risk management

There were no significant changes in the Group's financial risk management and policies as
disclosed in Note 6(w) of the consolidated financial statements for the year ended December 31,
2019.

Capital management

Management believes that the objectives, policies and processes of capital management of the Group
has been applied consistently with those described in the consolidated financial statements for the
year ended December 31, 2019. Also, management believes that there were no significant changes in
the Group's capital management information as disclosed for the year ended December 31, 2019.
Please refer to Note 6(x) of the consolidated financial statements for the year ended December 31,
2019 for further details.

Financing activities not affecting current cash flow

The Group’s financing activities which did not affect the current cash flow in the years ended March
31, 2020 and 2019, were as follows:

Non-cash changes

January 1, Foreign exchange March 31,
2020 Cash Flows movement 2020
Short-term borrowings h 283.395 77.930 3,280 364.605
Total liabilities from '
financing activities 5 283.395 77,930 3.280 364,603

(Continued)
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Non-cash changes

Janunary 1, Foreign exchange March 31,
2019 Cash Flows movement 2019
Short-term borrowings $ 239.145 150,745 1.196 391.086
Total liabilities from
financing activities $ 239,145 150,745 1,196 391,086

(Y Related-party transactions:

(2)

®

(

Names and relationship with related parties

The followings are entities that have had transactions with related party during the periods covered
in the consolidated financial statements:

Name of related party Relationship with the Group
Wu, Pei-Chun First degree kinship of the Company's chairman
Wu, Chien-Jung The Company's chairman

Key management personnel compensation
Key management personnel compensation comprised:

For the three months ended

March 31,
2020 2019
Short-term employee benefits $ 13,484 13,438
Share-based payments (reversed) - 158
$ 13.484 13.596

Please refer to note 6(n) for further explanations related to share-based payment transactions.
Significant transactions with related parties
(i) The acquisitions of shares from related parties by March 31, 2019 are summarized as follows:

Number of shares Company Price of acquisition

Other related parties 336 thousand of shares ~ LedionOpto Lighting Inc. $ 3.695

Price per share from related parties, which is similar to one from non-related parties, is
determined by Board of Directors with reference of external appraisal.

(ii) Guarantee

A key management personnel provided a joint guarantee for the borrowings of the Group from'
certain financial institutions.

(Continued)
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(8) Pledged assets:

The carrying values of pledged assets were as follows:

March 31, December March 31,
Pledged assefs Object 2020 31,2019 2019

Deposits (classified under current The guarantee letter 19,419 9,252 11,821

assets) of credit
Deposits (classified under current _

assets) Short-term loans 53,309 64,442 137,304
Deposits (classified under non-  Deposit to customs 5,926 2,787 2,767

current assets)
Property, plant, and equipment  Short-term loans 56,010 56,452 57.778

$ 134,664 132,933 209,670
(9 Commitments and contingencies:
The Consolidated Company’s unrecognized contractual commitments are as follows:
March 31, December 31, March 31,
2020 2019 2020

Acquisition of property, plant and equipment  § 15,036 18,023 5,921

(10) Losses Due to Major Disasters: None,
{11) Subsequent Events: None,
(12) Other:

(a) A summary of current-period employee benefits, depreciation, and amortization, by function, is as

follows:

For the three months ended March 31,

By function 2020 2019
By item Cost of Operating Cost of Operating
sales expenses Total sales expenses Total

Employee benefits

Salary 36,128 42,459 78,587 40,522 42,680 83,202

Labor and health insurance 2,225 2,960 5,185 2,732 2,933 5,665

Pension 2,164 1,657 3,821 3,649 2,216 5,865

Director’s remuncration - 192 192 - 213 213

Others 4,001 2,504 6,505 4,360 3,465 7,825
Depreciation 23,883 6,146 30,029 36,142 7,712 43,854
Amortization 50 600 650 39 401 440

(Continued)
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(b) The operation of the Group is not affected by seasonal or periodic factors.

(13) Other disclosures:
()

Information on significant transactions:

33

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

(i) Loans to other parties:
(In Thousands of New Taiwan Dollars)
Highest
; Coflateral
of financing to Actual Range of Purpeses of Transaction Reasons Individiat | Maxis
Name of Account ather parties [Ending balance| usage amount | interest rates [fund financing|  arount for for Allowance - .
oftendzr) bomower name Related party during the (Note2) during the during the for the business between | shorl-term | for bad debt [tem Valoe fm‘::i:m hg"l nr.r""d
[period (Note 2) period period ‘bormver two parties financing B
1 lvangzhou  [Yangzhou [Other Yes 26,302 25,588 - l0%~-2.5% 2 . hert-term - - 282631 | 565,262
[Edison Opto ison-Litekjreceivables ,CNY 6’900 "F""'ﬁ-‘,m inancing (Notel) | (MNotel)
[Carparaticn U] Jue from
orporation felated pastics
Note 1: The allowable aggregate amount of financing provided to others cannot exceed 40% of the lender's stockhaolders® equity, the ameunt of fi provided to an

individual counterparty cannot exceed 20% of the lende's stockholders' equity.
Note 2: The amount was the financing facility approved by the board of directors.
Note 3: Based on the Company's guidelines, the allowable amounts of financing are as follows:

(1) Loan arrangement for business transaction

(2) Shori-term financing purpose
Note 4; The emount was eliminated in the consolidated financial statements.

(ii) Guarantees and endorsements for other parties: None.

(iii) Securities held as of March 31, 2020 (excluding investment in subsidiaries, associates and joint

ventures):
(In Thousands of shares)
Category and Ending balance
name of Relationship Accopn! - Percentage of
Name of haldor security with company title [SharesfLnits (1housands) Carrving value ownership (%) Fair valuz Nole

[Edison Fund  JLED Litck Co.. L. [NO [Financial assats throwgl) 124 106,124 1539 % 106,124

[tnvesiment other fair value

[CoTporation non-

Jeurwnt

Note: Those without public market price will be shown in market approach.

(iv)

NT$300 miilion or 20% of the capital stock: None.

)

20% of the capital stock: None.

(vi)

of the capital stock: None.

Individual securities acquired or disposed of with accumulated amount exceeding the lower of

Acquisition of individual real estate with amount exceeding the lower of NT$300 million or

Disposal of individual real estate with amount exceeding the lower of NT$300 million or 20%

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

(In Thousands of New Taiwan Dollars)

T iom detai Transactions “il;l:i‘tsm different from| Notes/A (s receivable (payable)
Percentage of total
N; of f Percentage of total P "
;’:;Nb' Related party rg::il'::s:ip Amoent pu n:llzftcsisam Payment terms Unil price Paymeat terms | Ending balanes m_:lcsiaoooums Note
xceeivable (payable)
[Edison Opta [The Company  [Parent Company fales (126,687, (100.00)%490 days [No sales to other - 51,423 100.00 44
[Corporation
IThe Company Eison Oplo [Subsidiary Purchase 126,687 .34 %50 days [No significant - (51,423, (23.12)%4
rporation ifference

(viii) Receivables from related parties with amounts exceeding the lower of NT$100 million or 20%
of the capital stock:

(In Thousands of New Taiwan Dollars)

Name of Counter- | Nature of Ending Turnover Overdue Amounts received Allowance
in subsequent
company party relationship balance rate Amount |Action taken] period (note 1) for bad debts
Yangzhou Edison  [The Company [Sub-subsidiary 110,635 119 - 38,902 -
Opto Corporation company {USD3,660 thousand

Note 1: As of April 27, 2020,
Note 2 : The amount was eliminated in the consolidated financial statements.

(ix) Trading in derivative instruments: None
(x) DBusiness relationships and significant intercompany transactions:

(In Thousands of New Taiwan Dollars)

Nature of Intercompany transactions
. Percentage of the
No. Name of company Name of counter-party |relationship| Account name| Amount Trading consolidated net
terms | revenue or total assets
0 [The Company Yangzhou Edison Opto 1 Sales 13,055 90 days 2.63%
Corporation
0 [The Company Edison Opto (Dong Guan) 1 Sales 20,093 00 days 4.05%
Co., Ltd.

1 Edison Opto The Company 2 sales 126,687 90 days 25.52%
Corporation

1 Edison Opto [The Company 2 lAccounts 51,423 PO days 1.46%
Corporation receivable

2 Yangzhou Edison Opto [The Company 2 sales 91,751 [90 days 18.48%
Corporation

2 Yangzhou Edison Opto [The Company 2 lAccounts 110,635 PO days 3.14%
Corporation receivable

3 Edison Opto (Dong [The Company 2 sales 27,540 PO days 5.55%
(Guan) Co., Lid. .

3 Edison Opto (Dong [The Company 2 Accounts 7,581 [P0 days 0.21%
Guan) Co., Lid. receivable

4 Yangzhou Edison Litek [Edison Litek Opto 3 sales 60,935 90 days 12.27%
Opto Corporation Corporation

4 Yangzhou Edison Litek [Edison Litek Opto 3 IAccounts 46,191 B0 days 1.31%
Opto Corporation Corporation Feceivable -

Note 1: (a) 0 represents The Cempany
(b) 1 and thereafter represent subsidiaries
Note 2; The relatsonships between guarantor and guarantee are as follows:
(a) 1 represents parent lc subsidiary
(b) 2 represents subsidiary 1o parent
() 3 represents subsidiary to subsidiary
Note 3: Disclose only operating revenue and accounis receivable; related purchase, expense, and prepayment are neglected.

(Continued)
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The following is the information on investees for the three months ended March 31, 2020 (excluding

information on investees in Mainland China):

(In Thousands of New Taiwan Dollars)

Main Original investment amouni Balance as of March 31, 2020 Net income Sharc of
Name af : . ; Shares Percentage of . (osses) /1 |
imrvestor Name of investee Location businesses and products| March 31, 2020 | December 31, 2019 (thousands) ownership Carrying valug of imvestes itivestee Nole
[The Company [Edison Opia [Samoa [Belling of LED 1,041 1,041 30 100.00 44 7,785 3,398 3398 -
{Corparation oomiponents and
modules
[Tke Company [Ledison Oplo ISamoa. Sclling of LED 145,991 H559 4,500 100,00 %3 236,857 1,017 1,017 -
{Corparaticn omponems and
rnodules
[T Company  [Best Opte Corporation [Samea Selling of LET 1,841,964 1,841,964 60,000 100.00 %4 1,404,123 (6,302; (6,802, -
components and
modules
[The Company ison Fund InvestmengTaiwan [[nvestment 653,000 655,000 21,900 100.00 % 140,272 {1,516} {1,516 -
Tporation '
[The Company ispn-Litek Oplo (Hong Kong [Imvestment 167,661 167,661 5,500 61.80 % 146,859 (4,895 (3,027) -
rporation Limited
[The Company ison-Litck Oplo [Taiwan [Seliing of LED 48,900 48,900 7300 100,00 74 132,123 3,643 8,777 -
KCorporalion kemponents and
Imodutes
[The Cormmpany  [Edison-Egypt Opio [Taiwan [Selting of LED 47,940 47,940 4794 100.00 34,913 (35,1579 {5,157} -
Corporation leotapenents and
modules
[Best Opte [Bost Led Corporation  [Samoa Ivestment 1841954 1.341.964 60,000 100,00 %4 1413157 (6,832; 6,832 -
[Corparation
[Edison Fund  [Edison Opio USA USA |Sclling of LED 6,392 6,392 220 55.00 % 18.56% (L.G78; (523 -
llavestmeni. ICarporation kompencnls anid
ICerporation fmodules
[Edison Fund  [LedionOpto Lighting  [Tziwan [Selling of LED 113,185 3,185 2,200 100.00 %3 15337 (133 (133 -
[ovestment Inc. P and
[Cerporation fodules
{Edison Furd  [Davingt Oplo Taivwan [3elling of LED 5,000 5,000 500 100,00 %4 959 - - -
iovestment ICorporation (Nole 2) jcompenents and
[Cerporation imodules
Ledion Opte  |Led Plus Limited [Samoa invesiment 61,715 61,715 2,000 100.00 % 8,621 (118 (118) -
Lighiing Ene.
[Edison-Litck  [Edison-Litck Opto [Hong Keng T 770 25 0.28 % 662 (4,895 (14 -
[Oplo ICorpomation Limited
[Corporation
[EdisonFund  {Edison Auto Lighting  [Taiwan [3elling of LED 5100 5,100 510 51.00 % 4,563 (836} 437y -
(Notel) and
[Corporation imedules

Note 1: The establishment of Company has registered in 2019.

Mate 2: The disselution of Company has registered in 2020,

Note 3: The amount wes

d in the

(TR

d financial
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@
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The names of investees in Mainland China, the main businesses and products, and other

information:
{(In Thousands of New Taiwan Dollars)
Main Total Method Amd investment flows A::"mu‘:‘l?;?d et Actunnalated
Name of ]’"‘u::m amount - u:rmc:ll in%mfzt;m Ouflow Tnflow i?aﬁmg?n (losses) Pun:r;'lagc _ Tmvestment Bock r:::ur:ﬁll::f
investee pducts of paid-in capital (lote 1) Tamuare 1. 2020 Manch 3L 2020 of the imesiee ownership income {Josses) value current period
[Edison Opia Mannfm.ﬂuring - 145,991 {2) lusp 145,991 - usp 145,991 usp 1,007| 100.00% 5o 1,017  osp 240,040 -
(Cong Guan) fand scllingef |4 500 1housand) H,500 {housand) 1,500 thousandy P4 thousand) 34 thousand) 7,942 thousand)
iCo., Ltd, LED ’
jomponents and
fnodutes
Donf:G.uan Mnnu.faf:tuﬁng - 60,767 (%) L uso 60,767 - L uso 60,767 uso {118} 100,00% vso (113) - 8,620 -
Pavinci Opto - fand selliag of 000 thousand) b2 000 thousand) 2,000 thousand)  [(4) thousand) 4 thousand) 285 thousands)
o, L. LED
joomponents and
Enodules
- 1,841,954 2) 1,841,964 - 1,841,964 (68320 190.00% (6,832; 1,413,156
" ¢ ko kusp kusp
[pdison Opte  fand selling of {41 g, 0 160,000 thonsand) 50,000 thausangy 227 housand) 227) thousamd) [16,755 thousandy
Corperation  [LED
mod:uu
Yangalon [Selling of LED 148 (3) - - |RME 0 thomsand) ] 100,00 - 1 | om 2,14
phichuan v ™ thousand) b thousand) 00 thousand)
[Electronic nodules
[Trade
Corporation
KNote 2)
Yangzhion \Manufacturing 230,552 2) usD 167.66L H(USD 167,661 kuso {4895 62.08% {3,039 146,362
[Bison-Litek jand selling.of |, eac 0 cangy 5,500 ihousmd) 5,500 thousand)  |163) 1housand) 101) thousond) [1,842 thousand)
[Opto LED
I and
modules
Note 1: Investments are made through one of three ways:
(a) Direct investment from Mainland China
(b} Indirect investment from third-party country
{c) Others
Note 2: Yangzhou Aicuan Electronic Trade Corporation is 100% invested by Yangzhou Edison Opto Corporation.
(ii) Limitation on investment in Mainland China:
Accumulated Investment in Investment Amounts Upber Limit on
Company Name Mainland China as of Authorized by Investment liﬁves tment
March 31, 2020 Commission, MOEA
The Company 2,155,616 2,229 698 Note
(USD70,000 thousand) | (USD73,770 thousand)
Ledionopto 60,767 99,742 9,202
Lighting Inc. SD2,000 thousand SD3,300 thousand
3

Note: Since the Company acquired the permission from Industrial Development Bureau at September 9, 2019,
Ministry of Economic Affairs, the upper limit on investment is not applicable, under “Regulations Governing
The Permission of Commercial Behavior in Mainland China™, Article 3 (documentation reference number:
10820423850).
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The significant inter-company transactions with the subsidiary in Mainland China, which were eliminated
in the preparation of consolidated financial statements, are disclosed in “Information on significant

transactions™ and "Business relationships and significant intercompany transactions.”

@

Major shareholders:

Shareholding
Shareholder’s Name Shares Percentage
[ighting Investment Corporation 16,556,182 13.24 %
Epistar Corporation 9,424,000 7.53 %

Note: The information on major shareholders in the table above was calculated by TDCC using the data on the last
business day at the end of each quarter, wherein the shareholders hold ordinary shares and preference shares
(including treasury shares) exceeding 5% of the shares ontstanding. As for the number of capital stocks shown in the
Group's financial statements and the actual number of shares outstanding, differences may occur due to their

calculation basis.

(14) Information on investment in mainland China:

The Consolidated Company operating segment information and reconciliation are as follows:

For the three months ended March 31, 2020

Yangzhon
Edison Opto Yangzhou Edison-Lifek  Edison-Litek
The (Dong Guan)  Edison Opto Opto Opto Reconciliation
Company Co., Ltd. Corporation Corporation Corporation Others and elimination Total
Revenues +
Revenue from external § 248205 60,089 60,799 11,063 92,869 23,449 - 496,474
customers
Intersegment revenues 35276 28124 101.504 60.935 - - [(225.839) -
Total revenue $ 283,481 88,213 162,303 71,998 92,869 23,449 (225,839) 496,474
Reporiable segment  § (7.936) 1,170 (6,832) (4.895) 10,803 (4,427) 3,517 (8,600)
profit or loss
For the three months ended March 31, 2019
Yangzhou
Edison Opto Yangzhou Edison-Litek Edison-Litek
(Dong Guan) Edison Opto Opto QOpto Reconciliation
The Company Co., Ltd. Corporation Corporation Corporation Others and elimination Total
Revenues &
Revenue from external $ 270,028 72,269 69,286 4,915 211,562 24,234 - 652,804
cusiomers
Intersegment revenues 48,653 46,264 335 166,196 - 3,989 (265.437) -
Total revenue s 318,681 118,533 70,221 171,111 211,562 28,223 (265,437 652,894
Reportable segment
profit or loss 3 6,022 1,599 (18,570) 3,658 29,480 5,576 (11,981) 15,784




