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Notice to Readers

The reader is advised that these financial statements have been
prepared originallyn Chinese. In the event of a conflict

between these financial statements and the original Chinese
version or difference in interpretation between the two versions,
the Chinese language financial statements shall prevail.



Independent Accowepotant s6 Revi ew
To theBoardof Directorsof FocalTech Systems Co., Ltd.
Introduction

We havereviewedthe accompanying consolidated balance sheefooélTech Systems Co., Ltand its

subsidiariesdollectively,the iCompany )  alune 392021and202Q therelated consolidated statements of
comprehensive incontfer the threemontts endedJune 302021and2020and forthe six monthsendedJune
30, 2021 and 202Q as well asthe consolidated statements afanges in equity and cash flows for #ig
months petiod endedJune 30, 2021 and 2028nd the related notes to thensolidated financial statements,
including a summary of significant accounting poli¢edlectively referred to as thiiconsolidated financial
statementy). Management is responsible for theeparation and fair presentation of the consolidated financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by Securitie
Issuers and International Accounting StandardilB8gerim Financial Reportingendosed and issued into effect
by the Financial Supervisory Commission of the Republic of China. Our responsibility is to express a
conclusionon the consolidated financial statements based on our reviews.

Scope of Review

Except as explained in the followinaragraph, we conducted our reviews in accordance with Statement of
Auditing Standards No. 65 "Review of Financial Information Performed by the Independent Auditor of the
Entity". A review of consolidated financial statements consists of making inqupigearily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures. A revie\
is substantially less in scope than an audit and consequently does not enable us to obtain assurance that
would becomeaware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

Basis for Qualified Conclusion

As disclosed in Note 12 to the consolidated financial statembetfinancial statementd non-sigrificant
subsidiariesincluded in the consolidated financial statements referred to in the first parageaphnot
reviewed As of June 302021 and 2020 combined total assets of these #significant subsidiaries were
NT$534,371thousand and NT04,174thousand, respectively, representBip and4%, respectively, of the
consolidated total assets, and combined total liabilities of these subsidiaries wété, Rd$thousand and
NT$164,050thousand, respectively, representi®g and5%, respectively, of theonsolidated total liabilities;
for thesix months andix months endedune 302021and202Q the amounts of combined comprehensive loss
of these subsidiaries were N@&581thousand,NT$8,563thousand NT$115,682thousandand NT$84,052
thousandrespedtsely, representing3o), (4026), (4%), (92%)

Qualified Conclusion

Based on our reviews, except for the adjustments, if any, as might have been determined to be necessary |
the financial statements of the nsignificant subsidiaries and as descrilbedhe preceding paragraph been
reviewed, nothing has come to our attention that caused us to believe that the accompanying consolidate
financial statements do not give a true and fair view of the consolidated financial position of the Group as o
June 302021 and 202(Q its consolidated financial performance and its consolidated cash flows feixthe
monthsperiodendedJune 302021and2020in accordance with the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and mat#onal 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 reviews resulting in this independent auditors' review geport ar

ShiowMing Shue and Chiving Shao.

Deloitte & Touche
Taipei, Taiwan
Republic of China
August10, 2021



FOCALTECH SYSTEMS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In Thousands of New Taiwan Dollars)

June 3Q 2021 December 312020 June 3Q 2020
ASSETS Amount % Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Note 6) $ 5,960588 36 $ 4,011,682 33 $ 3,013886 26
Financial assets at fair value through profit or losgrrent (Note 7) 344,760 2 - - - -
Financial assets at fair value through other comprehensive incounent
(Note8) 56,612 - - - 18,103 -
Trade receivables, net (Noié) 2,553517 16 1,633900 13 1418244 12
Inventories (Notel1) 1,944,013 12 1,755142 14 2,747,726 24
Other financial assets (No# 1,073059 6 1,385936 11 1,144662 10
Other current assets 415512 3 184262 2 208993 2
Total current assets 12,348061 75 8.970922 73 8551614 74
NON-CURRENT ASSETS
Financial assetst fair valie through profit or lossnon-current (Noter) 320044 2 234,662 2 52,493 -
Financial assets at fair value through other comprehensive incoomecurrent
(Note 8) 183917 1 247974 2 60,836 1
Propety, plant and equipment (Not&)L 1,286016 8 1,321,940 11 1,299218 11
Goodwill (Notes14) 1,237,268 8 1,237,268 10 1,237,268 11
Other intangible assets (Notg)1 55,170 - 63,202 - 71,118 1
Deferred tax assets 58,711 - 85,154 1 101,496 1
Other norcurrent assets (Not&0) 951,549 6 183931 1 137,272 1
Total noncurrent assets 4,092675 25 3374131 27 2,959701 26
TOTAL $ 16,440736 100 $ 12345053 _100 $ 11,511,315 100
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Shortterm borrowings (Note @) $ 765245 5 $ 523648 4 - -
Trade payables (Noteryt 2018743 12 1,731,109 14 1,781,723 16
Other payables (Not&8) 1,057,947 7 1,037,431 8 787,809 7
Dividends payables (Note5? - - - - 150,000 1
Current tax liabilities (Notes 4) 770901 5 433,121 4 391,427 3
Other current liabilities (Note21) 209765 1 230,944 2 166169 1
Total current liabilities 4,822601 30 3.956253 32 3277128 28
NON-CURRENT LIABILITIES
Deferred tax liabilities 57,351 - 53213 1 31,412 1
Net defined benefit liabilities non-current(Note 4) 23132 - 23,366 - 23,885 -
Guarantee deposits received 612484 4 490361 4 258070 2
Other norcurrent liabilities 10,400 - 10,400 - 10,400 -
Total noncurrent liabilities 703367 4 577,340 5 323767 3
Total liabilities 5,525968 34 4,533593 37 3,600895 31
EQUITY ATTRIBUTABLE TO OWNERS OF THEPARENT (Notes4, 20 and 5)
Share capital
Ordinary shares 2163561 13 2,103532 17 2,990,949 26
Capital surplus
Additional paidin capital 4,733704 29 4,725445 38 4,714,404 41
Treasury shares 79,812 1 69,361 1 49,201 1
Employeestockoptions 9,972 - 14,903 - 28,502 -
Restricted stock for enhpyees 1,178545 7 - - - -
Employee hare optionsi expired 34,134 - 33933 - 33933 -
Total capital surplus 6,036167 37 4,843642 39 4,826,040 42
Retainedearnings 3,964,135 24 1,012301 8 172,824 2
Other equity
Exchange differencdsom translatingthe financial statements fifreign
operations (209709 Q) (125038 Q) (65,094 Q)
Unrealized gain (loss) on finaial assets at fair value through other comprehensi
income 2,926 - 2,722 - 2,290 -
Unearned employee compensation (1,062324) (@) - - - -
Total other equity (1,269102 (8) (122316 (1) (62,804 (1)
Treasury shares (3,189 - (24,316 - (43,079 -
Equity attributable t@wners of the parent 10,891,577 66 7812843 63 7,892935 69
NON-CONTROLLING INTERESTYNote 20) 23,191 - (1,383 - 17,485 -
Total equity 10,914,768 66 7,811,460 63 7,910420 69
TOTAL $ 16,440736 100 $ 12,345053 _100 $ 11511315 _100

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



FOCALTECH SYSTEMS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Shaye

For the Three Months EndedJune 30 For the Six Months EndedJune 30
2021 2020 2021 2020
Amount % Amount % Amount % Amount %
REVENUE (Note 21) $ 5772267 100 $ 2,767596 100 $10122121 100 $ 5677233 100
COSTOF REVENUE(Note
1l1and 2) (2,864511) (50) (2,154,414) (78) (5.585781) (55 (4424222 (78
GROSS PROHI 2,907756 50 613,182 22 4,536,340 45 1,253011 22
OPERATING EXPENSES
(Note22, 25, 27 and29)
Selling and marketing
expenses (131,285 2) (76,419 3) (244,796 2) (170,566 )
General and administrative
expenses (146,890 3 (82,369 3 (259569 ?3) (169,682 3
Research and developmet
expenses (590733 (10) (346,949 (12) (1,067633 (11) (734,602 (13
Total operating
expenses (868908) (15) (505,725 (18) (1571999 (16) (1,074,849 (19
OPERATING INCOME 2,038848 35 107,457 4 2,964,342 29 178,162 3
NON-OPERATING INCOME
AND EXPENSES
Finance cos{®ote 22) (2,406 - - - (4,757) - (1,078 -
Interest income 6,959 - 16,158 1 14,578 -1 35,678 1
Gain on financial assets al
liabilities at fair value
through profit or loss 221,560 4 (1,830 - 259,321 3 (4,592 -
Other gains and losseset 179,208 3 5,669 - 195,830 2 19,321 -
(Loss) gain on foreign
exchange (43147 1) 8,506 - (49879 1) 11,277 -
Total norroperating
income and
expenses 362,174 6 28,503 1 415,093 4 60,606 1
INCOME BEFORE
INCOME TAX 2,401,022 41 135,960 5 3,379,435 33 238,768 4
INCOME TAX EXPENSE
(Note B) (301,932 (5) (34,876) 1) (4433949 (4) (78,286) 1)
NET INCOME 2,099,090 36 101,084 4 2,936,041 29 160,482 3

OTHER COMPREHENSIVE
INCOME
Items that may be
reclassified subsequentl
to profit or loss:
Exchange differences
from translatingthe
financial statements o
foreign operations (82,088 1) (85,879 3 (87,058 1) (70,019 D)
(Continued)



FOCALTECH SYSTEMS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)
(Reviewed, Not Audited)

For the Three Months EndedJune 30 For the Six Months EndedJune 30
2021 2020 2021 2020
Amount % Amount % Amount % Amount %
Unrealized gain(loss)
from debt instrument
investments measure
at fair value through
other comprehensive
loss 267 - (625) - 204 - 540 -
Items that may be
reclassified
subsequently to
profit or loss (81,821 1) (86,499) (3) (86,854 1) (69.476) 1)
Total other
comprehensive
income (81,821 1) (86,499) (3) (86,854) (1) (69.,476) (1)
TOTAL COMPREHENSIVE
INCOME FOR THE
PERIOD $ 2,017269 35 $ 14,585 1 $ 2,849187 28 $ 91,006 2
NET INCOME
ATTRIBUTABLE TO:
Owners of théParent $ 2106351 36 $ 106638 4 $ 2,952091 29 $ 172824 3
Non-controlling interests (7,261) - (5.554) - (16,050 - (12,342) -
$ 2,099090 36 $ 101,084 4 $ 2,936,041 29 $ 160,482 3
TOTAL COMPREHENSIVE
INCOME
ATTRIBUTABLE TO:
Owners of thé?arent $ 2,027,109 35 $ 21,627 1 $ 2,867629 28 $ 104213 2
Non-controlling interests (9,840 - (7,042) - (18,442 - (13,207) -
$ 2,017,269 35 $ 14,585 1 $ 2,849187 28 $ 91,006 2
EARNINGSPER SHARE
(Note )
Basic $ 1043 $ 038 $ 1470 $ 062
Diluted $ 995 $ 036 $ 13.93 $ 059

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

(Concluded)



FOCALTECH SYSTEMS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(In Thousands of New Taiwan Dollars)

BALANCE, JANUARY 1,2020

Reduction on capital surplus téfset accumulated defici
Cash distribution from additional paid capital
Netincomefor thesix months endedune 302020

Other comprehensivincome [osg for the six months
endedJune 302020 net of income tax

Total compréensive income (loss) for thgix months
endedJune 302020

Compensation cost of employee share options (126
and 5)

Treasurysharedransferred to employees (N&6 and %)

Issuance of ordinary shares from exercise of empl
share options (Not20 and %)

BALANCE, JUNE 3Q 2020
BALANCE, JANUARY 1,2021
Netincomefor thesix months endedune 302021

Other comprehensivencome (loss)for the six months
endedJune 302021, net of income tax

Total comprehensive income (loss) for thix months
endedJune 302021

Compensation cost of employee share options (126
and %)

Treasurysharedransferred to employees (N&6 and %)
Increase in nomontrolling interests
Changes in ownership interests in subsidiaries

Issuance of ordinary shares from exercise of empl
share options (Note 20 and 25)

Issuance ofestricted gick employeegNote 4 . 20 anc
25)

Compensation cost of restricted staokemployeegNote
4 .20 and 25)

BALANCE, JUNE 3Q 2021

Equity Attributable to Owners of the Parent

Share Capital

Other Equity

Exchange
Differences from
Translating the

Unrealized Gains

(Lossespn

Financial Asses at
Fair Value through

Financial Other Unearned
Statement of Comprehensive employee Non-controlling

Ordinary Shares Capital Surplus Retainted Earnings  Foreign Operations Income compensation Treasury Shares Total Interests Total Equity
$ 2996759 $ 5145377 $ (183307 $ 4,057 $ 1,750 $ - $ (267,158 $ 7697478 $ 30,692 $ 7,728170
- (183307) 183,307 - - - - - - -

- (150000 - - - - - (150000 - (150000

- - 172,824 - - - - 172,824 (12,342 160,482

- - - (69.151) 540 - (68,611 (865 (69.476)

- - 172,824 (69.151) 540 - 104213 (13,207 91,006

- 9,961 - - - - - 9,961 - 9,961

- - - - - - 224084 224084 - 224084

3,190 4,009 - - - - - 7,199 - 7,199

$ 2,999,949 $ 4,826040 $ 172,824 $ (65099 $ 2,290 $ - $ (43079 $ 7892935 $ 17,485 $ 7910420
$ 2103532 $ 4,843642 $ 1012301 $ (1250398 $ 2,722 $ - $ (24316 $ 7812843 $ (1,383 $ 7811460
- - 2,952,091 - - - - 2,952,091 (16,050 2,936,041

- - - (84,666) 204 - - (84462 (2,392 (86,854
- - 2,952,091 (84,666) 204 - - 2,867,629 (18442 2,849,187

- 8,396 - - - - - 8,396 - 8,396

- 1,797 - - - - 21,132 22,929 - 22,929

- - - - - - - - 42,759 42,759

- - (257 - - - - (257 257 -

2,539 3,787 - - - - - 6,326 - 6,326

57,490 1,178,545 - - - (1,178545 - 57,490 - 57,490

- - - - - 116,221 - 116,221 - 116,221

$ 2163561 $ 6036167 $ 3,964,135 $ (209704 $ 2,926 $ (1,062324 $ (3,184 $ 10891577 $ 23,191 $ 10914768

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



FOCALTECH SYSTEMS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
Incomebefore income tax
Adjustments for:
Depreciation expenses
Amortization expenses
Net (gain)loss on finanail assets at fair value through profit or Ic
Finance costs
Interest income
Compensation cosbf employee share options
Compensation cost of restricted stoclemployees
(Gain) bbss on disposal of investments
Reversal gain on fte-off of inventories
Unrealized(gain)loss on foreign exchange
Changes in operating assatsl liabilities
Financial assets mandatorityeasuredt fair value through profit ¢
loss
Trade receivables
Inventories
Other current assets
Trade payables
Other payables
Other current liabilities
Net defined benefit liabilities
Cash generated from operations
Interest paid
Income tax paid

Net cashinflow (outflow) from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal ah&ncial asset at fair value through other
comprehensive income
Acquisitionof property, plant and equipment
Acquisitionof intangible assets
Decrease in other financial assets
Increase in refundable deposits
Increasen other norcurrent assets
Interest received

Net cashoutflow) inflow from investing activities

For the Six Months Ended

June P
2021 2020
$ 3,379435 $ 238768
38,483 38,989
7,992 28,128
(259321) 4,592
4,757 1,078
(14,578 (35679
8,396 9,961
116221 -
(95,298 40,928
(93,601 -
(21,92)) (10,206
(78,498 (41,956
(925390 2,446
(106921) (1,184099
(232850 141,548
295005 (200989
35971 (157,692
(19,170 59,623
(234 (193
2,038478 (1,064747)
(4,776 (1,078
(68,649 (29,169
1,965053 (1,094999
- 102,002
(17,983 (9,475
- (147
292317 440,123
(550188 -
(218006 (2,122
15,633 45871
(478227 576,252

(Continued)



FOCALTECH SYSTEMS CO., LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Six Months Ended

June 30
2021 2020

CASH FLOWS FROM FINANCING ACTIVITIES

Increase irshortterm borrowings $ 243,494 $ -

Increasgdecreaseln guarantee deposits 122231 (136297

Issuance of restricted stock employees 57,490 -

Exercise of employee share options 6,326 7,199

Treasury shares transfed to employees 22,929 224,084

Increase in nowontrolling interests 42,759 -

Net cashinflow financing activities 495,229 94,986

EFFECTS OF EXCHANGE RATE CHANGESN CASHAND CASH

EQUIVALENTS (33,149) (23867)
NET INCREASE(DECREASE)IN CASH AND CASH

EQUIVALENTS 1,948,906 (447617
CASH AND CASH EQUIVALENTS BEGINNING OF PERIOD 4,011,682 3,461,503
CASH AND CASH EQUIVALENTS END OF PERIOD $ 5,960588 $ 3,013886

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

(Concluded)



FOCALTECH SYSTEMS CO., LTD. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED JUNE 30, 2021AND 2020
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION

Focal Tech Systems Co. , Lt d. ,fdrmehnlyenanfeda® @riad TEahrology o r
Co, Ltd,wasi ncor porated in theo)Reipumblaonuafy Cho®O&E 4&nm
Science Park in Apriint he same year. The Companyds shares

Exchange ( ATSEOoDn Januaryc2e 201Bhel Compand &cquideFocalTech Corporation,
Ltd. through a sharswap and renamed on January 17, 2015. Tdwquisition was comprehensively
considered as a reverseerger where FocalTech Corporation, Ltd. was treated as the acquitbe
financial statementsThe Company mainly engagé the research, developmerdesign,manufacturing,
and sals of solutions regardingp human and machine interface devices, such as Digplagr IC, Touch
Control ICandso on.

The consolidated financi al stat ement sof dewdawanm e s e
dollars.

2. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financi al statements wduye9 app!
2021.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS
a. Initial application ofthe International Financial Reporting Standards (IFRS), International Accounting
Standards (1 AS), |l FRI'C I nterpretations (I FRI C)
endorsed and issued into effect by the Financial Supervisory Comm(iESIGh

The initial application of the amendments to the IFRSs endorsed and issued in to effect by the FSC di

not have a significant i mpact on the Groupbs a
b.
Effective Date
New, Revised or Amended Standards and Interpretations Announced by IASB
Annual Improvements to IFRS Standards 2120 January 1, 202(Note 1)

Amendments to | FRS 3 fARef er en Januaryl, 202(Note2)
Amendments to IAS @ fiProperty, Plant and EquipmeRtoceed January 1, 202(Note 3)
before Intended Use

Amendments to IAS37 fiOnerous Contraats Cost of Fulfilling ¢ January 1, 202(Note4)
Contracd

Note 1: The amendments to IFRS 9 will be applied prospectively to modificatipegchanges of
financial liabilities that occupbn or after the annual reporting periods beginning on or after
January 1, 202Zhe amendments to | AS 41 #AAgricultur
fair value measurements on or after the annual reporting periods beginning on or after January
1, 2@®2. The amendments ttoi meFRSdolptibhestof I FRS
retrospectively for annual reporting periods beginning on or after January 1, 2022.

Note2: The amendments are applicable to business combinations for which the acquisitisrodate
or after the beginning of the annual reporting period beginning on or after January 1, 2022.



Note3: The amendments are applicablepimperty, plant and equipment that are brought to the
location andcondtion necessaryor them to be capable dfperating in the manner intended
by management on or after January 1, 2021.

Note4: The amendments are applicable to contracts for which the entity has not yet fulfilled all its
obligations on January 1, 2022.

As of the date the consolidated financstitements were authorized for issue, the Group is
continuously assessing the possible impact that the application of other standards and interpretatior
will have impacton t he Groupébés financi al position and
relevant impact when the assessmegbisipleted.

c. New IFRSs in issue but not yet endorsed and issued into effect by the FSC
Effective Date
New, Revised or Amended Standards and Interpretations Announced by IASB (Note 1)
Amendment s t o | F ReorQoftribationdbf Assat§ To be determined by IASB

bet ween an I nvestor and its £
I FRS 17 #Alnsurance Contract s Januaryl, 202
Amendments to IFRS 17 January 1, 202

Amendments to I AS 1 ACI gentoi f i January 1, 202
Nonrcurrent o

Amendments to IASQ fiDisclosure of Accounting Policiés January 1, 202@ote2)

Amendments to IAS fiDefinition of Accounting Estimatés January 1, 2023 (Not®

Amendments to | AS 12 i@tbandlgabilitie January 1, 202(Note4)

arising from a Single Transac

Note 1: Unless stated otherwise, the above New IFRSs are effective for annual periods beginning on o
after their respective effective dates.

Note 2: The amendmentsill be applied prospectivelyor annual reporting periods beginning on or
after January 1, 2@

Note 3: The amendments are applicableb@nges in accounting estimates and changes in accounting
policies that occur on or after theeginning of the annual regorg period beginning on or
after January 1, 2@

Note4:Except for deferred taxes that will be recognized on January 1, 2022 for temporary differences
associated with leases and decommissioning obligations, the amendments will be applied
prospectivelyd transactions that occur on or after January 1, 2022.

As of the date the consolidated financial statements were authorized for issue, the Group is
continuously assessing the possible impact that the application of other standards and interpretatior
will haveimpacton t he Groupdés financi al position and
relevant impact when the assessmenbispleted.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Statement of compliance

The consolidated financial statenierhave been prepared in accordance with the Regulations
Governing the Preparation of Financi al Repor
34 Alnterim Financi al Reportingo as endor sed
interim consolidated financial statements is less than the disclosure information required in a
complete set of annual financial statements.



b. Basis of Preparation

The consbdated financial statementsave beenprepared on the histical cost basis, excegor
financial instruments measured at fair value and the net defined benefit liabilities redogmithe
amount of the present value of defined benefit obligation ledaithealue ofany planassets.

The evaluation of fair value could be classifiatb Level 1 to Level 3 by the observable intensity and
importance of related input value

1) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities;

2) Level 2 inputs are inputs other than quoted prices includiédnw.evel 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

3) Level 3 inputs are unobservable inputs for the asset or liability.
c. Basis of consolidation

The detail infomation, holding percentages, and main business of the subsidiaries could be found in
Note 12.

d. Other significant accounting policies

Except forthe following, the accounting policies applied in seegonsolidated financial statements are
consistent wh those applied in the consolidated financial statements for the year ended December 31
2020.

1) Retirement beneft

Pension cost for an interim period is calculated on a-tgedate basis by using the actuarially
determined pension cost rate at thmel ef the prior financial yearand adjusted for significant
market fluctuationssince that timeand for significant plan amendments, settlements, or other
significant oneoff events.

2) Taxation

Income tax expense represents the sum of the tax curpayple and deferred tax. Interim period
i ncome taxes are assessed on an annual basi
pretax income and the tax rate that would be applicable to expected total annual earnings.

3) Sharebased payment amngements

Restricted sharef®r employees

The fair value at the grant date of the restricted shares for employees is expensed on-rsraight
basis over the wvesting period, based on the
options that a expected to ultimately vest, with a corresponding increase in other equity
unearned employee benefits.

When restricted shares for employees are issued, other equitgarned employee benefits is
recognized on the grant date, with a corresponding#se in capital surplugrestricted shares for
employees.

At the end of each reporting period, the Group revises its estimate of the number of restricted share
for employees that are expected to vest. The impact of the revision of the original esstisnat
recognized in profit or loss such that the cumulative expenses reflect the revised estimate, with &



corresponding adjustment to capital surplusstricted shares for employees.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

Critical accounting judgments, estimations and assumptions applied in these consolidated financia
statements are consistent with those in the consolidated financial statements for the year ende
December 312020.

6. CASH AND CASH EQUIVALENTS

June 3Q December 31, June 3Q
2021 2020 2020
Cash on hand $ 2,794 $ 2,182 $ 8,513
Checking accounts and demand deposits 3,380923 3,668013 1,617,438
Cash equivalenti(ne deposis with original
maturitieswithin threemonths) 2576871 341487 1387935

$ 5960588 $ 4011682 $ 3,013886

Theinterestrate intervalsat the end of the reporting period were as follows:

June 3Q December 31, June 3Q
2021 2020 2020
Demand dposits 0.0019%0.35%  0.0019%0.35%  0.001%0.35%
Time deposits 0.03%-0.33% 0.1%-0.3%% 0.2%-2%

7. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

June 3Q December 31, June 3Q
2021 2020 2020

Current
Mandatorilymeasuredat fair value through profi

or loss (FVTPL)
Listedordinaryshares $344,760 $ - $ -
Noni Current
Mandatorilymeasuredt fair value through profi

or loss (FVTPL)
Listed preferred shares $150,792 $ 72,186 $ 11,016
PrivateFunds 62,345 52,579 41,477
Structured Investments 106,907 109,897 -

$320,044 $234,662 $ 52493



8.

10.

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

June 3Q December 31, June 3Q
2021 2020 2020
Investments in debt instruments
Current
Foreign investments
Fixed income bonds $ 56,612 $ - $ 18103
Noni Current
Foreign investments
Fixed income bonsl $183,917 $247,974 $ 60,836
Yield rates 1.801%-4.117%  1.801%-4.117%  2.837P0-4.117%
OTHER FINANCIAL ASSETS
June 3Q December 31, June 3Q
2021 2020 2020
Time deposits with original maturities more th:
threemonts $ 1073059 $ 1385936 $ 1144662
Interestrate intervals 0.1%-2.92%% 0.2%-4.18% 0.38%4.18%
TRADE RECEIVABLES, NET
June 3Q December 31, June 3Q
2021 2020 2020
Trade receivables $ 2553517 $ 1633900 $ 1418244

The average crediermfor sales of goods was 620 dayslIn order to minimize credit riskpanagement

of the Grouphas delegated a team responsible for determiliiegof credit credit approvals and other
monitoring procedures tonsure that followup action is taken to recover overdue debts. In addition, the
Groupreviews the recoverable amount of each individual tradeivableat the end of the reporting period

to ensure that adequate allowances are made for irrecoverable amiouthis regardthe Groups
management believes tigoupd s credi t ri sk was significantly r

The Group applies the simplified approach prescribed by IFRS 9, which permits the use of allowances o
expected credit losses over the lifetime for &dde receivables. The expected credit losses on trade
receivables are estimated by using an allowance matrix with references to past customer default record
customerds current financi al position, a e gpastg e n ¢
experiences, there is no significant difference in the loss patterns of different customer groups. Therefore
the allowance matrix does not further distinguish the customer base, and only sets the expected credit lo
rate based on the overdue dafsrade receivable.
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The following table details the loss allowance of trade receivables based@mtp s al | owance
June 302021
Overdue 160  Overdue61-180  OverdueOver
Non Past Due Days Days 180 Days Total
Expected credit loss
rate 0% 0% 0% 0% 0%
Gross carrying amour
and Amortized cost $ 2192773 $ 360744 $ - $ - $ 2553517
Decembeg1, 2020
Overdue 160  Overdue61-180  OverdueOver
Non Past Due Days Days 180 Days Total
Expected credit loss
rate 0% 0% 0% 0% 0%
Gross carrying amour
and Amortized cost $ 1593485 $ 40,401 $ 14 $ - $ 1,633900
June 302020
Overdue 160  Overdue61-180  OverdueOver
Non Past Due Days Days 180 Days Total
Expected credit loss
rate 0% 0% 0% 0% 0%
Gross carrying amour
and Amortized cost $ 1307235 $ 111009 $ - $ - $ 1418244
INVENTORIES
June 30 December 31, June 30
2021 2020 2020
Finished goods $ 439554 $ 418694 $ 615005
Work in pracess 1,024,760 1,025,201 1,158210
Raw materials and supplies 479699 311,247 974511
$ 1944013 $ 1755142 $ 2747726

The cost of goods sold were NA,864,511 thousand and NT%$154414 thousand, inleiding reverse of
write-off of inventories of NT$7,858 thousandand NT$0 thousantbr the three months endddine30,

2021 and 2@0. The cost of goods sold were NE$85781 thousand and NW424,222 thousand,
including the reverse of writeff of inventaiesNT$3,601thousandand NT$0 thousanfibr thesix months
ended June 30, 2021 and 202®ove mentionedgains from price recovery of inventoare resulted from
sales of slow moving inventory.



12. SUBSIDIARIES

s u b s iluded ia the cersolidateccfinancial statements were as follows:

Percentageof Ownership

Details of theCompany s

June 30 December 31  June 3Q
Investor Investee Main Businesses 2021 2020 2020
FocalTech Systems FocalTech Corporation, Investmengctivity 100% 100% 100%
Co., Ltd. Ltd.
FocalTech Electronics, Investment activity 100% 100% 100%
Ltd.
FocalTech Systems FocalTech Smart Sensor Investment activity 66.45% 67.1%% 67.15%  NotelZ
Co., Ltd. And Ltd.
FocalTech
Electronics Co.,
Ltd.
FocalTech Smart FocalTech Smart Sensor Research, development, 100% 100% 100% Note?
Sensors, Ltd. Co., Ltd. manufacturing and sale of
integrated circuits
FocalTech FocalTech Systems, Inc. Investment activity 100% 100% 100%
Corporation, Ltd.
FocalTech Systems, FocalTech Systems, Ltd. Investment activity 100% 100% 100%
Inc.
FocalTech Systems, FocalTech Systems Design and research of 100% 100% 100%
Ltd. (Shenzhen) Co., Ltd. integrated circuits
FocalTech Electronics Import and export of integrate 100% 100% 100% Note2
Co., Ltd. circuits
FocalTech FocalTech Electronics  Sales support and posales 100% 100% 100% Note?
Electronics, Ltd. (Shanghai) Co., Ltd. service for affiliate8IC
products
FocalTech Electronics  Research, development, 100% 100% 100%
(Shenzhen) Co., Ltd. manufacturing and sale of
integrated circuits
Hefei PineTech Researchdevelopmenand 100% 100% 100% Note?

Electronics Co., Ltd. sale of integrated circuits

Notel:FocalTech Smartéhsors, Ltdissued its ordinary shares but the Group did not subscribe according
to the shareholding ratio causing changes in the shareholding ratio.

Note2: Immaterial subsidiaries of theompany whose financial statementschaot been reviewed by

audtors
13. PROPERTY, PLANT AND EQUIPMENT
Leasehold
Development Office Information Improve-
Buildings Equipment Equipment Equipment ments Total

Cost
Balance January 12020 $1,322961 $ 285660 $ 15548 $ 42621 $ 38388 $1,705178
Additions - 7,218 2,063 194 - 9,475
Reclassification - (258) (76) 334 - -
Effect of foreign currency

exchange differences (33559) (3.222) (340) (1,004) (358) (38483)



Leasehold

Development Office Information Improve-
Buildings Equipment Equipment Equipment ments Total

Balance June 302020 $1.,289402 $ 289398 $ 17,195 $ 42145 $ 38,030 $1676170
Accumulated depreciation
Balance January 12020 $ 84761 $ 174368 $ 12431 $ 33752 $ 38,388 $ 343700
Depreciation 17,452 19,813 447 1,277 - 38989
Reclassification - - 10 (10) - -
Effect of foreign currency

exchange differences (2.423) (1,941) (230) (785) (358) (5.737)
Balance June 302020 $ 99790 $ 192240 $ 12658 $ 34234 $ 38030 $ 376952
Carrying amountas ofJune

30, 2020 $1,189612 $ 97158 $ 4,537 $ 7911 $ - $1,299218
Cost
Balance January 12021 $ 1,343,090 $ 292977 $ 11557 $ 38869 $ 38604 $1,725097
Additions - 15,334 186 2,463 - 17,983
Disposals - (750) - - - (750)
Reclassification - (158) 105 53 - -
Effect of foreign currency

exchange differences (15.613) (3.825) (99) (435) (167) (20.139)
Balance June 302021 1327477 303578 $ 11,749 $ 40950 $ 38437 1,722,191
Accumulated depreciation
Balance January 12021 $ 121,696 $ 203722 $ 9,574 $ 29561 $ 38,604 $ 403157
Depreciation 17,797 19,129 283 1,274 - 38483
Disposals - (750) - - - (750)
Effect of foreign currency

exchange differences (1,558) (2,607) (74) (309) (167) (4,715)
Balance June 302021 $ 137,935 $ 219494 $ 9,783 $ 30526 $ 38437 $ 436175
Carrying amountss of

December 312020and

January 12021 $1221394 $ 89255 $ 1,983 $ 9,308 $ - $1321,940
Carrying amountsas ofJune

30,2021 $1,189542 $ 84084 $ 1,966 $ 10424 $ - $1,286016

Property,plant and equipment were depreciated on a stréiightbasis over the estimated usdfués as

follows:

Buildings

Development equipment
Office equipment
Information equipment
Leasehold improvements

Property, plant and equipment were pletigs collateral. Refer to No8®€.

4550 years
3-5 year:
3-5 year:
3-5 year:
1-5 year:



14. GOODWILL

June 3Q December 31, June 3Q
2021 2020 2020
Ending balance $ 1,237,268 $ 1,237,268 $ 1,237,268

Considering the synergy ofitegraion of LCD diver and touch ontroller under the industry trendhé
reverse merger was triggered BycalTech Corporation, Ltd. on January 2, 2Qd¢counted for goodwill
according to busess combinatioriThe Group estimated cash flows from sales of ([Degrated Driver
Controller) based on smartphone market growth rate and market. dRefer to Note 14 in financial
statements in 2020 for related information.

15. OTHER INTANGIBLE ASSETS

Licenses
and
Franchises  Software Patents Trademark Total

Cost
Balance January 12020 $ 127719 $ 154970 $ 76,04 $ 74,000 $ 433,393
Additions - 147 - - 147
Effect of foreign currency

exchange differences (1,273 (1,780 (6) - (3,069
Balance June 302020 $ 126446 $ 153336 $ 76698 $ 74,000 $ 430480
Accumulated amortization
Balance January 12020 $ 109676 $ 148376 $ 39,152 $ 37,000 $ 334204
Amortization expense 17,756 2,779 3,893 3,700 28128
Effect of foreign currency

exchange differences (1,284 (1,689 (6) - (2,979
Balance June 302020 $ 126148 $ 149475 $ 43039 $ 40700 $ 359362
Carrying amountas ofJune

30, 2020 $ 208 $ 3861 $ 33659 $ 33300 $ 71118
Cost
Balance January 12021 $ 122262 $ 148247 $ 76,708 $ 74,000 $ 421,217
Effect of foreign currency

exchange differences (2,259 (2,952 (3) - (5,210

Balance June 302021 $ 120,007 $ 145295 $ 76,0W5 $ 74,000 $ 416,007



Licenses

and
Franchises  Software Patents Trademark Total

Accumulated amortization
Balance January 12021 $ 122130 $ 144543 $ 46942 $ 44400 $ 358015
Amortization expense 79 320 3,893 3,700 7,992
Effect of foreign currency

exchange differences (2,255 (2,912 (3) - (5,179
Balance June 302021 $ 119954 $ 141951 $ 50832 $ 48100 $ 360837
Carrying amountss of

December 312020and

January 12021 $ 132 $ 3704 $ 29766 $ 29600 $ 63202
Carrying amountss ofJune

30, 2021 $ 53 $ 3344 $ 25873 $ 25900 $ 55170

(concluded

Otherintangible assets wemmortized on a straigiine basis over the estimated useful lives as follows:

Licenses and franchises 3-5 years
Software 1-5 year:
Patents 7-10 year:
Trademark 10 year:

16. SHORT-TERM BORROWINGS

June 3Q December 31, June 3Q
2021 2020 2020
Unsecured bank loans $ 580,000 $ 480000 $ -
Secured bank loans 185,245 43,648 -

$ 765245 $ 523648 $ -

Annual interest rate
Unsecured bank loans 0.881.00% 0.881.06%
Secured bank loans 2.654.52% 4.1%

Properties, plants and equipmengépledged as collateral for the bank loans, please refer to30ote

17. TRADE PAYABLE S

June 3Q December 31, June 3Q
2021 2020 2020
Trade payabke $ 2,018743 $ 1,731,109 $ 1781723

The averageredit period on purchases was@Ddays TheGrouphas financial risk management policies
in place to ensure that all payables are paid within thagmeed credit terms.



18. OTHER PAYABLES

June 3Q December 31, June 3Q
2021 2020 2020
Payable for rebates $ 483105 $ 423800 $ 374918
Payable for salaries and borgs 411,047 467,979 296,558
Payable for labor, health and social insurance 13,935 13,977 14191
Reserve for litigations 46,562 47598 49520
Payable for professional services and others 103,298 84,077 52,622

$1,057947 $1,037431 $ 787809
19. RETIREMENT BENEFIT
Pension expenses umdbe defined benefit plans, calculated using the actuarially determined pension cost
rate as of December 31, ZDand 249, were NT#6 thousand, NT$1 thousand, NT$2 thousand and
NT$182thousand for the three months endede30, 2®1 and 2@0, andsix months endedune30, 2@1
and 2@0, respectively.
20. EQUITY

a. Share capital

Ordinary sharesp@ar valueat NT$10 per share)

June 3Q December 31, June 3Q
2021 2020 2020
Numbers of shares authorized (in thousan 500,000 500,d0 500,000
Shares authorized $ 5,000,000 $ 5,000,000 $ 5,000,000
Number of shares issued and fully paid (in
thousands) 216,356 210353 299995
Shares issued $ 2163561 $ 2103532 $ 2,999,949

b. Capital surplus

Employee Shar

Additional Restricted stoct Employee Shar Options
Paidin Capital ~ Treasury Share  for employees Options -Expired
(€] (€] (©) (€)] 2 Total
BALANCE, JANUARY 1,2020 $5,037,671 $ 48,662 $ - $ 25510 $ 33534 $5,145377
Capital surplus used to cover accumulated deficits (183307) - - - - (183307)
Cash distribution from additional paid capital (150,000) - - - (150,000)
Employee treasury share ved - 539 - (539) -
Compensation cost of employee share options - - - 9,961 - 9,961
Issuance of ordinary shares from exercise of employee s
options 10,040 - - (6,031) 4,009
Employee share options expired - - (399) 399 -

BALANCE, JUNE 3(Q 2020 $4,714404 $ 49201 $ - $ 28502 $ 33933 $4,826040



Employee Shar

Additional Restricted stoct Employee Shar Options
Paidin Capital ~ Treasury Share  for employees Options -Expired
@) (1) (©) ®3) (2 Total
BALANCE, JANUARY 1, 2021 $4,725445 $ 69361 $ - $ 14903 $ 33933 $4,843642
Treasury shares transferred to employees - 1,797 - - - 1,797
Employee treasury share vested - 8,654 - (8,654) - -
Compensation cost of employee share options - - - 8,396 - 8,396
Issuance of ordinary shares from exercise of employee s
options 8,259 - - (4,472 - 3,787
Employee share options expired - - - (201) 201 -
Issuance ofestricted stock for employees - - 1,178,545 - - 1,178,545
BALANCE, JUNE 3Q 2021 $4,733704 $ 79812 $1,178545 $ 9972 $ 34134 $6,036167

1) This type of capital surplusiay be used to offset a deficit; in addition, when the Compasynba
deficit, such capital surplus may be distributed as cash dividendmeferred to share capifalt a
certain percentage of the Companyébés capital

2) This type of capital surplusay be used to offset a deficit
3) This type ofcapitd surpluscamot be usedor any purposes.

Retained earnings and dividend policy

The amendments to the Companyds Articles of I
shareholde@meeting held on June 20, 2019, which stipulate that earningdudii®n may be made on

a quarterly basis after the close of each quarter.

AccordingtoThe Companyo6s amended , whenthecConpanydistfibued n c o |
earnings belonging to the first three quagititrshall first estimate and reserve ¢éaxo be paid, offset its
deficits, estimate and reserve empl oySecems, dthec o m
Companyset aside a legal capital reserve at 10% of the remaining earnings and set aside er revers
special reserve in accordancéhwthe laws and regulation$hird any remaining profinlongwith any

undi stributed retained earnings at the bé&hminni
board of directors shall propose the distribution of retained earnings afteidexdmg operational
situationsWhen the retained earnings are distributed in form of stock, the resolution shall be approved
by the sharehol dersé meeting. When the reta
resolution shall be approvéy the board of diretors.

Whenthe Company hasarningsat the end bthe yearit shall pay taxes, offset its losses, set aside 10%

as legal reserve, then set aside or reverse a special reserve in accordance with relevant laws

regulations. The Board of Rictors shall pposea distribution for the remaining earningdong with

the unappropriated retained earnings of previous years. Earnings distribution may be made in the forr
of shares after an approved r es oluantto thenCommam/e b
Act, the distributable dividends and bonuses or the legal reserve and the capital reserve (stipulated i
Article 241, Paragraph 1 of the Company Act) in whole or in part may be paid in cash after a resolution
has been adopted by a mdtipvote at a meeting of the board of directors attended bythinds of the

total number of directors; and in addition to a report of such distribution shall be submitted to the
sharehol ders6 meeting.

Before the amendment ofc otrhpeo r@a mpoann yodns shAhratriechl oel
20, 2019, the eaing distribution is only allowed after yearly closing by the approval of the

shar ehol der sethainimgretainedregningslahdadividends policy are consistent.

On June 20, 2020, thérsar eh ol der sd6 meeting resol ved that
amended on June 20, 2019 shall be revised back to the previous version.

See Note 2(d) for policy stipulated in the Articles of Incorporation regarding to the remuneration for



empbyees and directors.

Considering current and future development plans, investment conditions, capital requirements, anc
market competition situations and shareholder bendfiesCompany would appropriate the dividends

to the shareholders notlessth&h% of the current yeards earning
or shares. The cash portion should be equal or more than 10% of the total dividends. It is allowed not t
distribute any cash dividend if the cash amount per share is less than NT 0.5.

Legal reserve should be appropriated from ea
paidin capital. Legal reserve may be used to offset deficit. If the Company has no deficit and the legal
reserve has exceeded-inZaptl, thefexceshreay liedrampferadytdcapitaba i ¢
distributed in cash.

The Companyds s h avasehéldor Jdre 20s 2020rhe resblutiongvas as follow$he
Company offset the loss dfiT$183,307 thousand from additional p#id capital and the cash
distribution of NT$150,000 thousand, i.e. NT$0.50291032 per share, from additionat pajuital of

share issue premium

To increase the r et the @Gompanywas approvedhfar teduetionsobcapitad in i t
the Company 66 mgcheatrierhgo!l @er §une 20, 2020. Comp a
$899,721 thousand, and estimated to eliminate 89,972 thousand shares of the Company. Each share v
be returned by $3 and the ratio of capital reduction is 30%. The reduction of cagitappraved by
Financial Supervisory Commission on September 2, 2020. The record date of capital reduction was
September 8, 2020, and the date of completion of capitalization change registration was on Septembe
14, 2020. Thefund of capital reduction wasert ur ned t o the company™ sh
2020.

The board of directors proposed the earnings distribotiofpril, 28 2021 as follows

2020
Legal reserve $101,230
Special reserve $122316
Cash dividends $700,000
Cash dividends per share $ 332
The Group suspends i ts originally schedul ed
announcement : AFor pandemic preventi on, t he |

shareholtdenrgso6 niehee appropri ati on odnthesharandldedg s f
meetingthat will be held on Aug 19,2021.

. Treasurystock
Shares
(In Thousands)
Number of sharesn January 12020 10,978
Decrease during the period (9,247
Number of sharesnJune 302020 1,731
Number of sharesn January 12021 778
Decrease during the period (676
Number of sharesnJune 302021 102

The detailed informatioffor othertreasure stock trafesred to employees prograrasuld be foundn



21.

Note 5 (b).

The treasury shares held by the company cannot be pladdatbdividend and vadhg right is attached
in accordance with the Regulations of Securities and Exchange Act

e. Unearnecemployee ompensation
For the Six
Months Ended
June 30
Balance, beginning $ -
Issuance of shares (1,178545
Sharebased payment expenses recognized 116221
Balance, ending ($1062324
In the shareholdets mmgyert June 20, 2020approved a restricted share plan for employaed
board of directors approved issueb, 749 thousand share on ApfiR021.ReferNote 25 (c).
f.  Noncontrolling interests
For the Six Months Ended
June 30
2021 2020
Balance,beginning 6 1,383 $ 30,692
Net loss ( 16,050) ( 12,342)
Other comprehensive income (loss)
Exchange differences from translating the financial stateme
of foreign operations ( 2,392) ( 865)
Non-controlling interests subscribing subsidiary new shares isst
for cash 42,759 -
Changes in ownership interests in subsidiaries 257 -
Balancegndng 23191 17,485
REVENUE
For the Three Months Ended For the Six Months Ended
June 30 June 30
2021 2020 2021 2020
IC for human and
machine interface
devices $ 5772267 $ 2767596 $ 10122121 $ 5677233
Contract balances
June 3Q December 31, June 3Q
2021 2020 2020

Contract liabilities

Sales of goods $ 161030 $ 149430 $ 113015



22. NET INCOME
a. Finandal costs

For the Three Months Ended

For the Six Months Ended

June 30 June 30
2021 2020 2021 2020
Interest on bank loans $ 2,406 $ - $ 4,317 $ -
Interest ordeposits - - 440 1,07
$ 2406 $ - $ 4757 $ 1,078

b. Depreciation and amortization

For the Three Months Ended

For the Six Months Ended

June 30 June 30
2021 2020 2021 2020
Property, plant and
equipment $ 19323 $ 19330 $ 38483 $ 38,989
Intangible assets 3,995 5137 7,992 28,128
$ 23318 $ 24467 $ 46475 $ 67117
An analysis of
deprecation by
function
Operating costs $ 133 $ 179 $ 268 $ 375
Operating expenses 23185 24,288 46,207 66,742
$ 23318 $ 24467 $ 46475 $ 67117

c. Employee benefits expense

For the Three Months Ended

For the Six Months Ended

June 30 June 30
2021 2020 2021 2020
Postemployment
benefits
Defined contrbution
plans $ 7,212 $ 6,885 $ 14,206 $ 13,898
Defined benefit plan:
(Note 19) 46 91 92 182
Sharebased payments
(Note %) 119,779 6,983 124,617 9,961
Other employee benefi 479372 315130 973194 671,695
Total employee benefit
expense $ 606409 $ 329089 $ 1,112,109 $ 695736



For the Three Months Ended For the Six Months Ended

June 30 June 30
2021 2020 2021 2020
An analysis of
employee benefits
expense by function
Operating costs $ 49805 $ 29912 $ 87622 $ 59,157
Operating expenses 556,604 299177 1,024,487 636579

$ 606409 $ 329,089 $ 1,112,109 $ 695736

d. The remunerationf employees and directors

According to he Compan§s Articles of Incorporation, the distributabd®mpensatiorio employees
andremuneration to directorshall not bdess than 1% andot morethan 1.5%, respéwely, of net
profit before income taxTheaccre d e mpl oyees & ¢ o mp e robdadctorsfon thea n d
threemonths andgix months endedune 302021 and 202Qare as follos:

Amount
For the Three Months Ended For the Six Months Ended
June 30 June 30
2021 2020 2021 2020
Cash Cash Cash Cash
Empl oyeesd $ 23274 $ 24502 $ 103514 $ 24502
compensation
Remuneratiommf $ 1225 $ 2722 $ 6,024 $ 2722
directors

If there is ay change in the proposed anmbsi after the annual consolidated financial statements were
authorized for issue, the differences are recorded as a change in accounting estimate.

The board of directors resolved the remuneratibemployees and directors on Februafy,2021 as
follows;

Cash
Empl oyeesd com $123450
Remuneratiomf directors $ 7214

There is no difference between the actual amount of remuneddteonployees and directopaid and
thataccounted for in 2020 financial statements.

I nformation on the employeesd compensation anc
board of directorss available on the Market Observation Post System website of the Taiwan Stock
Exchange.



23. INCOME TAXES

a. Major components dbx expenserecognized in profit or loss

For the Three Months Ended For the Six Months Ended
June 30 June 30
2021 2020 2021 2020
Currentincometax
expense
recagnized in the
current period $279605 $ 30,409 $412913 $ 61,490
Deferredincometax
expense
recognized in the
current period 22,327 3,133 30,481 15462
Other income tax
adjustments - 1334 - 1334
22,327 4,467 30,481 16,796

Income tax gpense
(benefit)recognized

in profit or loss $ 301,932 $ 34876 $ 443394 $ 78286
b. Income tax assessments

The Companfs tax returnsthrough 2018, FocalTech Smart Sensors Co., Ltd., and FocalTech
El ectroni cs CothroughRGlhavé lzeemxaninedsy gheé taxraatieorities.

24. EARNINGS PER SHARE
Unit: NT$ Per Share

For the Three Months Ended For the Six Months Ended
June 30 June 30
2021 2020 2021 2020
Basic earnings per she $ 10.43 $ 0.38 $ 14.70 $ 062
Diluted earnings per
share $ 9.95 $ 036 $ 13.93 $ 059

The earnings and weighted average number of ordinary shatstandingn the computation of earnings
per share were as follows:

Net Profit for the Period

For the Three Months Ended For the Six Months Ended
June 30 June 30
2021 2020 2021 2020

Earnings used in the
computation of basic

earnings per share $2,106,351 $ 106,638 $2,952,091 $ 172,824



Weighted Average Number of Ordinary Stares Outstanding (In Thousand Shares)

For the Three Months Ended For the Six Months Ended
June 30 June 30

2021 2020 2021 2020

Weighted average
number of ordinary
shares in computatic
of basic earnings pe
share 202022 280422 200842 279,628
Effect of potentially
dilutive ordinary
shares:
Treasuresharessued
to employee 8,774 17,803 9,687 14,362
Employeesstock
options (share) 490 506 536 524
Restricted stock for
employeeg share) 202 - 102 -
Thecompensatioto
employees 103 - 735 -

Weighted average
number of ordinary
shares used in the
computation of
diluted earnings per
share 211591 298,731 211,902 294,514

25. SHARE-BASED PAYMENT ARRANGEMENTS
The Group did not havestock option plan issued for employeasd share buyback progrdar the six
months endedlune 30 2021 and 2020 The detailed information could be found in N8B of the
consolidated financiadtatements of the year ended Decembep@A0.

a. Employeestockoption plan

Informationon outstanding optiontor thesix months endedune 302021and2020is as follows:

June 302021

Beginning Balance Options exercised Options expired EndingBalance
Weighted Weighted Weighted Weighted
EmployeeStock Units of él’gggi Units of é:(’g:g%ee Units of é‘;’g:g%i Units of é‘;’g:;gsi
Option Plan Option Price Option Price Option Price Option Price
(NT$) (NTS) (NTS) (NT$)
2006 398199 $ 26.25 (145400) $ 31.64 - $ - 252,799 $ 23.78

2015 397,500 15.90 (108500 15.90 (12,000 1590 277,000 15.90



June 302020

Beginning Balance Options exercied Options expired Ending Balance
Weighted Weighted Weighted Weighted
EmployeeStock Units of Avera_ge Units of Avera_ge Units of Avera_ge Units of Avera_ge
: - Exercise - Exercise - Exercise - Exercise
Option Plan Option Price Option Price Option Price Option Price
(NT$) (NT$) (NT$) (NT$)
2006 805599 $ 23.49 (228,000) $ 26.70 - $ - 577599 $22.23
2015 677500 12.20 (91,000) 12.20 (24,000 12.20 562500 12.20

b. Treasure stock transfetdréo employees
Information aboutreasure stock transferred to employag$ollows:
Adjustment  Shares not

The date of Buyback Transferred due to capital transferred
board of shares shares reduction yet Transferred
directors (In thousand (Inthousand (In thousad (In thousanc price
Items approved share) share) share) share) (in dollar)
The 4thtreasure stocl 2018/7/26 8,000 7,952 ( 46) 2 33.69
transferred to (Adjusted)
employeeProgram
The 5thtreasure stocl 2018/8/23 7,689 7,116 ( 473) 100 33.96
transferred to (Adjusted)
empbyeeProgram

Information aboutreasure stock transferred to employleghesix months endedune 302®1sas
follows:

The 4th Shares Buy Back Progra The 5th Shares Buy Back Pmgram
The fair The fair

Employee Shares value of the Employee Shares value of the
subscription transferred (Ir  right to subscription transferred (Ir  right to
base date  Thousands) subscribe  base date  Thousands) subscribe

(NTS$) (NT$)
2020/03/20 7848 $ 3.30 2019/05/07 4651 $ -
2021/04/07 104 181.90 201911/08 60 -
2020/03/20 1,399 3.70
2020/11/16 434 1.90
2021/04/07 572 18170
Total 7,952 Total 7,116

c. Restricted stock for employees

The Companyés shareholdersd meeting resolved
thousand shares on June 20, 2G#@ the ssuedprice is NT$10 per shareh€ restricted stocks plan was
approved by Fiancial Supervisory Commission on August 12, 20PBe nformation of the g$sued
resolved by board of directors is as follow:

Actual shares ofssuedin

Grantdate Fair value per share(in dolla thousand)
2021/04/07 $ 205 5,749

After theemployees were grantedstricted stockthe employeesvill be vestedn the stock if they fulfill
both service period and performance condititine vesing condition are as follows:

a. Upon =rvice for two yearshe shares vested in 50% to employees.

b. Upon srvice forthreeyears the shares vested in 25% to employees.

c. Upon =rvice forfour years the shares vested in 25% to employees.



The constraints of restricted stock are as follows:

a. Employees can not dispgg@ledged, transferred, and give to othbes granted shares until they are
vested.

b. The rights of restricted stock is same as ordinary share inclattieigdancepropose, speak, vog
rightand so on.

c. Stock dividends and cash dividends yielding from restricted stock will be distributed to eegpiloye
the current year, and will not be restricted.

d. National employee should transfer the granted shares to trustee appointed by the Compan
immediately. Before they are vested, the restricted should be ikeptstee. Nomational
employeégranted sharshould be kept by bank appointed by the Company.

The Company will buy back the restricted sharessuddprice andwrite off the shares if employees do
not fulfill the vesting condition.

Compensation cosif aforementionedgharebased paymestfor the six months endedune 30 2@1
and2020 wasas follows

For the Six Months Ended

June 30
2021 2020

Shares buyback program $ 8,396 $ 9,961
Restricted stock for employees 116221 -

$124617 $ 9961
Adjustment account:
Capital surplus employeestockoptions $ 8,396 $ 9,961
Other equity unearnecemployee compensation 116221 -

$124617 $ 9961

26. NON-CASH TRANSACTIONS

The cash dividends of 2019 wasNT$&15/080dtholsgnd andlasnots h a r
distributedas of June 3®020. (Referring to Not&0)

27. OPERATING LEASE ARRANGEMENTS

TheGroupas Lessee

The Company and its subsidiaries have lease contmaatslaion to office, plant andpart of office
equipment, ad theywould expireby Jung 2022. Those agreements ashortterm leasesind qualified for
the recognition exemption to leases the Companyloes not recognize riglof-use assets and lease
liabilities for these lease§.he committed paymentfor the shot-term leasesvere $9,284 thousandand
$9,721thousandas ofJune 302021and202Q

The lease payments recognized in profit or loss were as follows:
For the Three Months Ended For the Six Months Ended

June 30 June 30
2021 2020 2021 2020

lease payment $ 8422 $ 8973 $ 16952 $ 17,716



28. FINANCIAL INSTRUMENTS
a. Fair value of financial instruments that are not measured at fair value

The Grougs management believes the carrying amounts of financial assets and fitiabdiaes not
measuredt fair value approximate their fair values.

b. Fair value of financial instruments that are measured at fair value on a recurring basis
1) Fair value hierarchy
June 302021

Level 1 Level 2 Level 3 Total

Financial assets at FVTPL

Listedordinaryshares $ 495552 $ - $ - $ 495552
Private funds - - 62,345 62,345
Structured Investments - 106907 - 106,907
Total $ 495552 $ 106907 $ 62345 $ 664,804
Financial assets at FVTOCI
Investments in debt instrument
Fixed income bonds $ - $ 240529 $ - $ 240,529
December 312020
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Listedordinaryshares $ 72186 $ - $ - $ 72186
Private funds - - 52579 52579
Structured Investments - 109,897 - 109,897
Total $ 72186 $ 109,897 $ 52579 $ 234,662
Financial assets &vTOCI
Investments in debt instrument
Fixed income bonds $ - $ 247974 $ - $ 247974
June 302020
Level 1 Level 2 Level 3 Total
Financial assets at FVTPL
Listedordinaryshares $ 11,016 $ - $ - $ 11016
Private funds - - 41477 41477
Total $ 11016 $ - $ 41477 $ 52493
Financial assets at FVTOCI
Investments in debt instrument
Fixed income bonds $ - $ 78939 $ - $ 78939

There wereno transfes between Level 1 and Level 2 for teex months endedune 302021 and
2020



2) Reconciliation of Level 3 fair value measurements of financial instruments

For the Six Months Ended June 30

Financial assets at FVTPL 2021 2020

Balance, beginning of period $ 52579 $ 45423
Purchases 9,179 1,028
Disposals (181 -
Recognized improfit or loss(other income or loss) 1,356 (4,679
Effect of foreign exchange differences (588 (296)
Balance, end of period $ 62345 $ 41477

3) Valuation techniques and inputs applied for the purpose of measuring Refal value
measurement

The fair values oforeign fixed income bonds are determined by quoted market prices provided by
the independenthird party. The fair values oftructured investmentare determined by quoted
prices provided byhe seller.

4) Valuation techniques and inputs applied for the purpose of measuring Level 3 fair value
measurement

The fair values of nopubicly traded equity investments are mainly determined by utiieg
market approachwith referenceto the recent financing activities of investees the market
transaction priceand statusof the similarinstruments The Group evaluated and selectate
suitablevaluation methodwvith discretion but the use of differentaluation models or faivalues
may result in differentaluation results.

Categories of financial instruments

June 3Q December 31, June 3Q
2021 2020 2020
Financialassets
Fair value through profit or loss (FVTPL)

Mandatorily at FVTPL $ 644804 $ 234662 $ 52,493
Amortized cost (Notd) 10,309,321 7,203983 5,695838
Financial assets at FVTOCI

Investments in d& instruments 240,529 247974 78,939
Financial liabilities
Amortized cost (Not&) 4,454,419 3,782549 2,977,602

1) Thebalancesncluded financial assets measured at amortized cost, which comprise cassland ca
equivalents, trade receivables, other financial assets and refundable d@atsgsrizedn other
norrcurrent assej}s

2) The balances included financial liabilities measured at amortized cost, which coshiterm
borrowing,tradepayablesother payabledividends payableandguaranted deposits received.

. Financial risk management objectives and policies

The Grougds maj or financi al instruments include ¢
financial assetdjnancial assetat FVTPL, financial assets at FVTOCrade and other payables. The
Groudbs Corporate Treasury function provides ser
and international financial markets, monitors and manages the financial risks relatiegoperations



of the Groupthrough internal risk reports which analyze exposures by degree and magnitude of risks.
These risks include market risk (includifayeign exchangeisk, interest rate risk and other price risk),
credit risk and liquidity isk.

The board of directors is kty responsible for establisiy and monitoing the framework of risk
management of th@roup The chairmaris authorizedoy the board of director® develop and monitor
the risk management policy of tldroupwith the geration center of the Group, and regularly reported
the situation to the board of directors.

The Grouds financi al ri sk eswablisteedor mentifing anad analyzingetse ar
financial risks to theGroup evaluating the impacts of the fimaal risks, andconductingthe
financiatrisk aversion policies. The financial risk managenumiicies are periodically reviewed to
reflect changesn the market and the operationshélGroup devotes to build a disciplined and
constructive control envanment hrough properinternal controls, such as training aastablishing
managerial pnciplesandoperationproceduresn order to have all employeasvare of theiownroles
andresponsibilities.

The Group management oversees tBeoupoperaion in compliance with financial risk management
policies andreviews the appropriateness of risk management struataler supervision of theoard of
directors Internal auditorsin assistance to the board of directqgrsrform perioital and exceptional
reviews on the controls and procedures of financial risk management and report tkefesulewto
the board of directors.

1) Market risk

Themajor financial risks from th&roups operatioawereforeignexchangeisk (referedto a)
and nterest rat risk(referredto b).

a) Foreignexchangeisk

The carrying amounts of tH8rou sonetary assets and monetary liabilittesrominatedn
foreign currencyat the end of the reporting period are shown in 8tte

Sensitivity analysis

The Group was nialy exposed to the U.S. dollafhe following table details th&rou s
sensitivity to a 5%appreciateand depreciateén New Taiwan dollars (the functional currency)
against the relevant foreign currencies. 5% is the sensitivity rate used when repoeigg f
currency risk internally to key management
of the reasonably possible change in foreign exchange fatessensitivity analysis included
only outstanding foreign currency denominated monetary itemsaajusts their translation
value at the end of the reporting peribg a 5% chage in foreign currency rateé. positive
numberin below table indicatesan increase in prax profit or equity associated with a 5%
depreciation otheNew Taiwan DollaagainsttheU.S. dollar

USD Impact
For the Six Months Ended June 30
2021 2020
Profit or lossfequity $174171 (i) $(11,260 (i)

I.  This was mainly attributable to the outstandoaances oUSD deposits, trade recaivles,
bank loanstrade payables other payables, other currentsess other noAcurrent assets
other current liabilitiegand othenon-current liabiliies



b) Interest rate risk

The Groupwas exposed to interestterisk primarily related to itsrivestments irfixed-rate

time deposits, borgl floatingrate demand depositsnd structured investmesit The time
deposits were at fixed interest rates, and bonds were at fixed rates or with guaranteed minima
interest rates and carrietherefore,changesn interest rates would not affeestimated profit

or loss regarding to the financial instruments above

Financial assetexposedo interest rates at the end of tleporting period were as follows

June 3Q December 31, June 3Q
2021 2020 2020
Fair value interest rate risk
Financial assets $ 3,890459 $ 1975397 $ 2611536
Financialliabilities $ 765245 $ 523648 $ -
Cash flow interest rate risk
Financial assets $ 3485961 $ 3777910 $ 1617438

Sensitivity analysis

The below sensitivity analigswas determined based on tf@&ompang s exposur e t
rates for norderivative instrumentas ofthe end of the reporting perioédn increase om
decreaseof 25 basis poirg was used wén reporting interest rate risk internally to key
management and represents managementds ass
interest rates.

If interest rates had been 25 basis points higlmver and all other variables were held
constantthe Company sre-tgx profit for thesix months endedune 302021and2020would
increaseflecrease byNT$4,357thousand antiT$2,022thousand, respectively

2) Credit risk

Credt risk refers to the risk thaounterparty will default on its contraetl obligations resulting in
financial loss to theCompany As at the end of the reporting period, empan$ s ma x i mu
exposure to credit risk which will cause a financial loss to @wnpanydue to failure of
counterparties to discharge an obligatmuld arisefrom the carrying amounts of the financial
assets as recognized in the balance sheets.

The Company snajor credit risk of trade receivables mainly came from its top 5 customers
Ongoing credit evaluatioof the financial condition afhe custorarsis performed

As of June 302021, trade receivables frotop 5customes are58% of total trade receivable$he
credit concentration risk afthertrade receivables was insignificant.

Credit riskmanagenent for hvestments in debt instruments

The Companys investmens in debt instruments ari@gnancial assets at fair value througtofit or

loss andfinancial assets at fair value through other comprehensive incom&adrheanys policy
allowsit only to investin thosewith credit rating equad to or higher than the investment grade and
with low credit risk afterthe impairment assessment. Credit rating information is provided by
independent rating institions. The Company continuously tracks external rating information to
monitor changes in crediisk of the invested debt instruments, and also examines other information
such as the bond yield curve and material informatmmcerninghe debtos to assess whether the
credit risk of the debt instrument investment has increased significaftdy the original
recognition.



3)

The Company assesses them@nth expected credit loss based on the probability of default and
loss given default provided by external credit rating agencies. The current credit risk assessmen
policies and carrying amount ofnvegments in debt instrument®r each credit ratingare as
follows:

Basis for
Recognizing Expected Carrying
Expected Credit Credit Loss Amount as of
Category Description Loss Ratio June 3Q 2021

The debtorwith low credit
risk and fully capable of
paying off contractual ca: 12 months expected

Performing flows credit loss 0% $ 24052¢
Basis for Carrying
Recognizing Expected = Amount as of
Expected Credit Credit Loss December 31
Category Description Loss Ratio 2020

The debtorwith low credit
risk and fully capableof
paying off contractual ca: 12 months expected

Performng flows credit loss 0% $ 247974
Basis for
Recognizing Expected Carrying
Expected Credit Credit Loss Amount as of
Category Description Loss Ratio June 3Q 2020

The debtorwith low credit
risk and fully capableof
paying off contractual ca: 12 months expected
Performing flows credit loss 0% $ 7893¢

Liquidity risk

The Companymanagests liquidity risk by monitoring and mataining adequatecash and cash
equivalents tdund itsoperations and mitigate tlhmpactsof fluctuations in cash flows.

As of June 302021, DecembeBl, 2020 andJune 30202Q the available wmsedshortterm bank
loan facilitieswere set out irfb) Financingcredit line

a) Liquidity and interestaterisk tables for noferivative financial liabilities

The table below summarizes the maturity profile of @reugd s f i nanci al i al
contractual undiscounted payments, including prislcgmd interest.



June 302021

Noninterest bearing
Fixed interest rate liabilities

Decembef3l1, 2020

Norrinterest bearing
Fixed interest rate liabilities

June 302020

Norrinterest learing

b)Financingcredit line

On Demand or

June 3Q
2021

Unsecured bankne of credit
Amount used $ 631214
Amount unused 768786
$ 1,400,000

Secured bank loans credits
Amount used $ 185245
Amount unused 246,015
$ 431,260

29. TRANSACTIONS WITH RELATED PARTIES

Less than 1 Year 1-5 Years
$ 3,076491 $ 612484
765444 -
$ 3841935 $ 612484
On Demand o
Less than 1 Year 1-5 Years
$ 2,768322 $ 490361
523,866 -
3,292188 490361
On Demand or
Less than 1 Year 1-5 Years
$ 2719532 $ 258070
December31, June 3Q
2020 2020
$ 495,665 $ -
204,335 800000
$ 700,000 $ 800000
$ 43,648 $ -
392832 -
$ 436480 $ -

a. Balances transactionsrevenue and expenségtween the Company and its subsidiaries, which are

related parties of the Company, have been eliminated on consolidation and are not disclosed in thi

note.



b. Compensation of key management personnel

For the Three Months Ended For the Six Months Ended
June 30 June 30
2021 2020 202 2020
Longterm employee
benefits $ (58) $ - $ 12713 $ 21,870
Shortterm employee
benefits 39,595 12,586 53,596 23,360
Postemployment
benefits 135 135 261 270
Sharebased payments 19,489 1,383 20,189 2,160
$ 59161 $ 14104 $ 86,759 $ 47,660
. PLEDGED ASSETS

The following assets were provided as collateralrfgrort customs duties

June 3Q December 31, June 3Q
2021 2020 2020
Properties, plants and equipmémiet of
buildings $ 512538 $ 524487 $ -
Pledge depositcategorized in other necurrent
assets) 4,000 4,000 8,000

$ 516538 $ 528,487 $ 8,000
. SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES
The following information was aggregated by the foreign currencies other than functional currencies of the

Groupentities and the exchange rates between foreigermties and respective functional currencies were
disclosedThe significant assets and liabilities denominated in foreign currencies were as follows:

June 302021

Foreign

Currencies

(thousand) Exchange Rate = NT$(thousand)
Financial assets
Monetary items
UsD $ 252432 27.86(USD:NTD) $ 7,032755
uUsD 21,581 601,261

Financial liabilities

Monetary items
uUsD 119,305 27.86 (USD:NTD) 3,323835
uUsD 29,676 826,765




December 312020

Foreign
Currencies
(thousand) Exchange Rate  NT$(thousand)
Financial assets
Monetary items
uUsD $ 147,429 28.48 (USD:TWD) $ 4,198767
uUsD 2,459 70,018
RMB 12,369 6.5249(USD:RMB)) 53,988
Financial lidilities
Monetary items
uUsD 105,765 28.48 (USD: TWD) 3,012178
uUsD 2,354 67,049
June 302020
Foreign
Currencies
(thousand) Exchange Rate = NT$(thousand)
Financial assets
Monetary items
uUsD $ 83550 29.63(USD: TWD) $ 2475574
uUsD 4,220 125,031
Financial liabilities
Monetary items
uUsD 89,496 29.63(USD: TWD) 2,651,760
uUsD 5,874 174,054

32. SEGMENT INFORMATION

Segment information is providetb business decision makers to allocate resources and assesse segment
performance. The Company operates the business of the sales and development of human and machine interf
devices related IC under a single operation unit. Thus, the information of sepaesting segments is not
applicable.



