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I. Letter to shareholders
Dear shareholders,
First of all, let me report to the shareholders that with the efforts of the management team,
Kwong Lung’s outstanding results in 2019 include:
1. The revenue scale and profitability of the primary business in 2019 both grew and
set new historical highs.
2. The garment business had record revenues in seven consecutive years.
3. With a successful optimization strategy of the off-season product mix, we not only
successfully broke the tradition of first-quarter loss, but also created a good quarterto-quarter surplus, relying on the profits from the primary business.
In order to improve the Company's value and achieve the goal of maximizing shareholders’
return, Kwong Lung launched an advanced transformation and development plan in 2019,
actively developing towards the high-margin ready-to-wear garment business. In 2019, the
annual revenue growth of ready-to-wear garments is as high as 20.3%, with the ratio of the
revenue to the total revenue amounting to 44% from 38%. Driven by the expansion of revenue
scale and the introduction of TPI (Total Productive Innovation) to successfully maximize
production capacity, the profitability has been continuously increased and has become Kwong
Lung’s growth engine.
The net profit after tax in 2019 was NT$ 490 million, with a net income margin of 4.71%.
On the surface, it is seemed that the revenue was 21.08% less than that in 2018, but it was
mainly due to a one-time income in 2018 (such as claims income and gain from disposal of
asset), totaling NT$ 310 million. After excluding one-time gains, the net profit after tax in 2019
actually grew by more than 50%, showing that the primary business' profitability has returned
to the growth track.
Budget Implementation
In 2019, our estimated operating revenue was NT$10.39 billion and actual operating
revenue was NT$10.59 billion. Our budget achievement rate was 102% and our actual net
income after tax was NT$ 490 million.
Operating Results for 2019
1. Financial results
The main financial indicators are as follows:
Unit: In thousands of New Taiwan Dollars
2019

2018

Operating revenue
Gross profit
Net profit for the year
Return on assets (%)

10,593,869
1,438,417
498,477
7.14

10,154,312
1,352,210
631,632
9.75

Increase
(Decrease )
Ratio %
4.33
6.38
(21.08)
(26.77)

Return on equity (%)

10.74
40.10
41.12
4.71
4.10

18.03
27.18
56.63
6.22
5.74

(40.43)
47.53
(27.39)
(24.28)
(28.57)

Item
Financial
receipts and
expenditures

Profitability
analysis

Operating Income
Ratio of Paid-up
capital (%)
Income before Tax
Net Profit Margin (%)
Earnings per share after tax( NT$ dollar)
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2.

Research and development results:
Unit: In thousands of New Taiwan Dollars
Item

2019

R & D expenses

51,919

R&D expenses as a percentage of revenue

0.49%

1).

New products:
A. Functional down products-Thermobrid® lite Down (new generation thermal
storage down), and antibacterial deodorant down.
B. Innovative feather product-Feather keratin liquid, which has high application
value in consumers' chemical and biomedical materials.
C. Newly developed environmentally friendly resin cotton series- made from
recycled chemical fiber.

2).

New technologies:
A. Development of down certification technology-glue down detection-spectral
analysis
B. Development of new garment production technologies:
(1) Seamless elastic band method: It can be used on waist circumference, leg
opening, waist line and facing.
(2) New collar construction method:Development of a new collar with
knitting and plain weave.
(3) Newly developed matte elastic facing: It can be used in powder skirts for
jackets and pants.
(4) Newly developed seamless down construction method: The use of
seamless fit in lieu of the sewing thread, making different graphics
changes.
(5) Newly developed anti-slip waterproof shoe cover: It is ergonomically
designed, and easy to be fasten, put on and taken off

3).

New material development:
A. Self-developed waterproof zippers: The value added of the product is increased.
B. Triangle fork zipper design: Detachable cuffs of down jackets

Operating Summary for 2020 and Future Development Strategies
1. Future development strategy: In addition to continuing the asset-light strategy as the future
operating theme, the Company establishes a high-efficiency operating team and improves
the automated process, achieving its goal of stable and continuous profit and growth.
2. Operating guideline for 2020:
1). Continue to expand ready-to-wear garment production capacity to meet the growth
momentum of orders.
2). Continue the promotion of Industry 4.0 to improve the automated process for readyto-wear garment and home textile.
3). Construct and adjust overseas production bases for home textiles and down materials.
4). Adjust human resources structure and inject new blood for our operating team.
Corporate Social Responsibility
Adhering to the contribution spirit of “Taken from Society and Give Back to Society,” the
Company has invested NT$3.22 million in actions of social services and aiding the disadvantaged
on an ongoing basis in 2019. The Company fulfilled its corporate value and exerted the influences to
the society as an international enterprise:
1. Made donation of NT$1.97 million to care for the disadvantaged.
2. Continued the donation to provide sponsorship to the Taiwan Association of Cardiovascular
Surgery Research to assist in the domestic and overseas research plan and research
2

development for cardiovascular surgery and nurture talents, proactively participating in
international exchanges and internationalized development.
3. Assist schools to improve equipment and enhance students' learning environment.

Impacts of External Environment, Legal Environment, and Overall Business Environment
Kwong Lung operates businesses of ready-to-wear garment, down raw materials, home
textiles, etc. For the impact of the external environment, regulatory environment, and overall
operating environment of the industry involved in each business, please refer to the detailed
description in [V. Operation Overview] of this annual report.
Outlook for 2020
The Toyota-style management currently used by Kwong Lung, which can produce in a
small batch and achieve scale benefits quickly, is more flexible than the hanging system used
in general garment factories. As international brands continue to invest in med- to high-end
outdoor functional apparel and converge the supply chain, orders from medium-sized brand
customers will be released one after another, and it will become an opportunity to drive
Kwong Lung's business growth.
Kwong Lung will continue to focus on the development of ready-to-wear garments.
Looking forward to 2020, with the steady growth of major customers and injection of new
customers, the garment business is expected to continue to climb to the top, and the ratio of
its revenue contribution is expected to be further increased to 45-50%. The Group will
continue to expand production lines to meet customer orders. With the increase in the
revenue contribution of the high-margin garment business and the improvement of
intelligent production efficiency, it is expected to increase the Group’s profitability. In
addition, Kwong Lung has also continued to optimize its off-season product portfolio and
maximize its capacity utilization rate. It is expected that its excellent performance in 2019
will continue in 2020.
As for the home textile business, as customers’ adjustment of their inventory come to
an end, the scale of orders received in 2020 is expected to come out of the bottom. In addition,
the home textile business will also develop more product lines through deeper cooperation
with the leading Japanese household items channel to increase revenue and profit.
For the down business, with the Group's transformation strategy, the revenue scale in
2020 will be policy-restricted, and increasing profitability will be the focus of operations.
The Company will go deeper into the countries of origin to obtain more special supply
sources to increase the profitability of the down business.
Guided by the Group's policy of focusing on the garment industry and profitability, it
is expected that the profit growth rate will be better than the revenue growth rate in 2020.
Kwong Lung will continue to aim at maximizing the shareholder’s return and continue to
improve the Group’s profitability in order to meet the shareholders’ expectations for the
Group.
In the end, we hereby present our most sincere appreciation to the shareholders on
behalf of all members of Kwong Lung.
Chairman & CEO︰Chan Ho-Po
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II. Company profile
1. Date of establishment：February 17, 1966
2. Company history
Year

Outstanding records

1966

Company establishment was approved, with a capital of NT$300,000.

1969

Increased paid-up capital to NT$500 thousand.

1973

Increased paid-up capital to NT$6 million.

1979

Increased paid-up capital to NT$20 million.

1981

Increased paid-up capital to NT$40 million.

1982

Increased paid-up capital to NT$60 million.
Constructed the Zhongmu factory and purchased washing machines and other equipment.

1983

Increased paid-up capital to NT$120 million.

1984

In response to operational needs, the factory was moved to the current location in the Zhonghao
Plant.

1985

Increased paid-up capital to NT$154 million.

1986

Purchased the most advanced automatic feather washing machine from Germany to save water
consumption, improve quality, and expand production capacity.

1991

Company's capital was NT$154 million, and the par value was revised from the original NT$100
per share to NT$10 per share.

1992
1993

Company’s responsible person was changed from Mr. Chan Fazhi to Mr. Chan Zheng-Hua.
Awarded a plaque of "Benevolent deeds as model for others" from the Ministry of Education.

1994

Established the Snowdown Merchandise Ltd. for transferred investment, built the established
Snowdown Merchandise (SuZhou) Co.,Ltd. in Kunshan, Shanghai.

1995

Had a capital increase of NT$45 million out of earnings, with a total paid-up amounted to NT$199
million, in order to purchase equipment, expand production capacity, and improve quality.
Cancelled preferred shares of NT$4 million, with paid-up capital of 195 million.
Increased paid-up capital to NT$434 million.
Invested in Meko Feather Factory (the company' capital was US$ I million) in Vietnam to acquire
60% of its shares, and the investment capital was US$600,000.

1996

Moved to the Company's current location of the self-owned office: 16th Floor, No. 105, Section 2,
Dunhua South Road, Taipei City.
Expanded the Zhongli Plant and introduced the latest fully automatic fine washing equipment from
Germany.
The Securities and Exchange Commission approved the public offering on July 13, 1996.
Registered to establish the Kwong Lung Feather (B.V.I.) Ltd. in holding the Snowdown
Merchandise Ltd.; making transferred investment to the Mainland China.

1997

The Common Wealth Magazine voted for the top 1000 companies in 1996, the Company ranked
260th.
Increased paid-up capital to NT$570 million.

1998
1999
2000

Increased paid-up capital to NT$684 million.
Increased paid-up capital to NT$786.6 million.
The company's stock was officially listed on the OTC market since April 20, 1999.
Changed to have the Kwong Lung Feather (B.V.I.) Ltd. invest the Snowdown Merchandise
(SuZhou) Co.,Ltd. for US$ 11 million.
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Year

Outstanding records

2000

In cooperation with the diversified operation, the Company's name was changed to Kwong Lung
Enterprise Co., Ltd.
Increased paid-up capital to NT$825.93 million.

2002

2003

2004

2005
2006

2007

2008

2009

2010

2011

2013

Expanded the number of production lines in MEKO, Vietnam, to expand garment production
capacity.
Increased US$ 3 million to Snowdown Merchandise (SuZhou) Co.,Ltd. capital (capital added to
US$ 14 million) via Kwong Lung Feather (B.V.I.) Ltd.
Snowdown Merchandise (SuZhou) Co.,Ltd. was granted by ISO9001 & ISO14000 certification.
Snowdown Merchandise (SuZhou) Co.,Ltd. expanded the plant area and increased the production
capacity of garments.
Increased capital investment by US$ 1.4 million in Meko Feather Factory, with a total investment
amounting to US$ 2 million; the Company obtained 100% shares and changed the name to the
Kwong Lung Meko Co., Ltd.
Increased US$ 2 million to Snowdown Merchandise (SuZhou) Co.,Ltd capital (capital added to
US$ 16 million) via Kwong Lung Feather (B.V.I.) Ltd.
Increased capital investment by US$ 2 million in Kwong Lung Meko Co., Ltd., with a total
investment amounting to US$ 4 million.
Established the Kwong Lung Japan Co., Ltd. Total investment was 3 million Japanese yen.
Increased capital investment by US$ 1 million in Kwong Lung Meko Co., Ltd., with a total
investment amounting to US$ 5 million.
Increased capital investment by US$ 1.5 million in Kwong Lung Meko Co., Ltd., with a total
investment amounting to US$ 6.5 million.
Increased US$ 4 million to Snowdown Merchandise (SuZhou) Co.,Ltd. capital (capital added to
US$ 20 million) via Kwong Lung Feather (B.V.I.) Ltd.
Established Bo Hsing Enterprise Co., Ltd. (Vietnam). Total investment was US$ 1.5 million.
Increased capital investment by US$4.258 million in Bo Hsing Enterprise Co., Ltd., with a total
investment amounting to US$ 5.758 million.
Increased capital investment by 47 million Japanese yen in Kwong Lung Japan Co., Ltd., with a
total investment amounting to 50 million Japanese yen.
Signed an equity sale and purchase agreement with Roo Hsing Co., Ltd.; the underlying
shareholding was "Roo Hsing International Garment Co., Ltd." (Vietnam).
"Roo Hsing International Garment Co., Ltd." transfer was completed; the paid-in capital was
US$5,115,000.
Increased capital investment by US$2 million in Roo Hsing International Garment Co., Ltd., with
a total investment amounting to US$ 7.115 million.
Increased capital investment by US$ 2.842 million in Bo Hsing Enterprise Co., Ltd., with a total
investment amounting to US$ 8.6 million.
Entity shares were fully converted into dematerialized shares.
Increased capital investment by US$ 2.5 million in Bo Hsing Enterprise Co., Ltd., with a total
investment amounting to US$ 11.1 million.
Joint-ventured with Viet Tien Garment Corporation. (Vietnam) and built the "Viettien-Meko Co.,
Ltd."; the capital is US$ 2 million and the Company held 49% shares.
"Roo Hsing International Garment Co., Ltd." was renamed to "Toptex Garment Co.,Ltd.".
Increased capital investment by US$ 1 million in Bo Hsing Enterprise Co.,Ltd., with a total
investment amounting to US$ 12.1 million.
Increased capital investment by US$ 200 thousand in Kwong Lung Feather (B.V.I.) Ltd., with a
total investment amounting to US$ 22.713 million.
Increased capital investment by 300 million Japanese yen in Kwong Lung Japan Co., Ltd., with a
total investment amounting to 350 million Japanese yen.
The company in charge person was changed from Mr. Chan, Zheng-Hua to Mr. Chan Ho-Po
Annual revenue exceeded NT$9 billion.
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Year

Outstanding records
Won the "MOEA Potential Enterprise" and the "World Enterprise Citizen Rookie Award".

2014

Completed the first cash-pay capital increasing in NT$150 million after the completion of OTC
market operation. After the capital increasing, the paid-in capital was NT$ 1,046,670,000.
Established Korea Branch.
Level A of 12th information disclosure review for the listing companies.
Increased capital investment by 300 million Japanese yen in Kwong Lung Japan Co., Ltd., with a
total investment amounting to 650 million Japanese yen.
Established the P&B Collection Co., Ltd. with an investment amount of NT$100 million.

2015

Zhongli Factory was certified by ISO50001 Energy Management System.
The “New High-efficiency Insulation and Moisture-Penetrating Feather and Textile Development
Program” has been assisted by the traditional industrial technology development plan.
Built No. 2 Meko Factory to increase the production line of garments.
Released the first CSR report.
Increased NT$ 100 million to P&B Collection Co., Ltd.; the new investment amount was NT$ 200
million.
Issued the first domestic unsecured convertible corporate bonds.

2016

Increased capital investment by US$ 1.9 million in Kwong Lung Feather (B.V.I.) Ltd., with a total
investment amounting to US$ 24.613 million.
Ranked in the top 20% bracket of the 2nd Corporate Governance Review.
50th anniversary of Kwong Lung Group.
Set up independent Directors.
Ranked in the top 20% bracket of the 3rd Corporate Governance Review.

2017

Increased capital investment by 350 million Japanese yen in Kwong Lung Japan Co., Ltd., with a
total investment amounting to 1 billion Japanese yen.
Increased capital investment by NT$ 60 million in
investment amounting to NT$ 260 million.

2018

P&B Collection Co., Ltd., with a total

Ranked in the top 20% bracket of the 4th Corporate Governance Review.
The Kwong Group R&D and Logistics Center was officially launched and awarded the "Qualified
Green Building Mark" certification by the Ministry of the Interior. For the low-carbon green
building planning and design, reduce overall building carbon emissions through energy-saving
planning of building enclosure, internal air-conditioning energy saving, lighting energy saving,
greening and base water-retaining design, rainwater recovery system and low-carbon building
materials applied.
Issue Class A preferred stocks by cash pay-in.
Annual revenue exceeded NT$10 billion.

2019
2020

The Chairman, Chan Ho-Po, was awarded as the top 100 MVP Managerial Officers.
Ranked in the top 20% bracket of the 5th Corporate Governance Review.
Ranked in the top 5% bracket of the 6th Corporate Governance Review.
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III. Corporate Governance Report
1. Company organization
(1) Organization structure

Shareholders
Meeting
Board of
Directors
Remuneration
Committee

Auditing
Office
Chairman
CEO

Public Relations
Office
CEO Office
CSR Office

Business units

Functional units

Garment Division

Finance Division

Down Material Division

Information
Technology Division
Human Resources
Division

Home Textile Division
Manufacturing
Technology Division
Unified Procurement
Division
Strategic Planning
Division
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(2) Business operations of major departments


Auditing Office



Assist the Board of Directors and
managers to check whether the
internal
control
system
is
functioning effectively and provide
suggestions for improvement to
ensure the goals of effectiveness and
efficiency of the operation, the
reliability of financial reports, and
the compliance of the relevant laws
and regulations can be achieved.


Plan organization structure and
manpower allocation; formulate the
Company’s relevant management
system and regulations; implement
human
resource
management
policies;
plan
and
promote
performance management, human
resource development, education
and training, talent recruitment,
compensation system, employee
relations; executive general affairs
management, such as administrative
management, etc.; execute purchase
requisition, ordering, acceptance
processes
and
fixed
asset
management.

Public Relations Office
Be responsible for corporate image
management,
external
media
communication, press release, and
communication
with
relevant
government units.





Corporate Social Responsibility
Establish
and
promote
the
Company's social responsibility
policy, and education training for
the consensus, concept and system
of corporate social responsibility,
and meet the government's policy
requirements
on
corporate
governance.





Business units
Order sales, customer market
development, product marketing
planning, research and development
of new product and new technology,
and procurement of raw materials
and supplies.





Finance Division
Annual budgeting and control,
accounting treatment, cost analysis,
management and planning of
investor relationship, financial
planning,
fund
management,
exchange
risk
management,
operations of Board of Directors,
share affairs and shareholders’
meeting operations.



Human Resources Division

Information Technology Division
Plan the Group’s information
strategy and blueprint, promote the
establishment
of
information
systems, and maintain and manage
the Group’s information security.

8

Manufacturing Technology Division

Improve production tools and
equipment, advance factory
automation, and build an
intelligent manufacturing center.
Set up a global combat
information center for real-time
presentation and process of
production status.
Unified Procurement Division
Establish and integrate supplier
management and evaluation
systems, implement audits and
control risks, and integrate and
manage global import and export
transportation.
Strategic Planning Division
Collect market trends and
competitive dynamics of the
industry,
formulate
the
recommendation
to
the
Company’s operation directions
and relevant departments’ action
plans, and re-adjust the action
plans after conducting internal
and external communication with
relevant
members,
implementation, and review of
execution results and feedback.

2. Information on Directors, Supervisors, President, Vice President, Assistant Vice President , heads of departments and branches
(1) Directors and Supervisors
1). Information on Directors and Supervisors
April 24, 2020 Unit: shares；％

Title

National
ity/
Country
of
Origin

Shareholding when
elected
Name

Gender

Date
Elected

Term
(Year
s)

Date
First
Elected

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

1,459,000
Chairman

Director

Director

R.O.C.

Chan Ho-Po

Evertrust Investment
Co.,Ltd.

-

Representative: Lee
Yung-Chien

Male

2019.5.30

2019.5.30

3

3

1.32

Spouse & Minor Shareholding

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

1,350,000

1.03

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

520,000

Executives, Directors or Supervisors who
are spouses or within two degrees of
kinship

0.40

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

0

Main experience (education
experience)

Other
Position

Remarks
Title

0

2007.6.15
0

0

0

0

0

0

0

0

7,040,176

6.36

7,040,176

5.37

0

0

0

0

1,000,000

5.49

1,000,000

5.49

0

0

0

0

1,935,321

1.75

1,935,321

1.48

510,404

0.39

0

0

0

0

0

0

0

0

0

0

11,044,975

9.98

11,051,000

8.43

0

0

0

0

3,138,840

17.25

1,638,840

9.00

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

10,000

0.01

10,000

0.01

0

0

0

0

0

0

0

0

0

0

0

0

550,000

0.50

550,000

0.42

0

0

0

0

0

0

0

0

0

0

0

0

2013.6.20

Name

Relation

MBA Chinese Cultural
University
Assisting manager, Jianxing
Electronic Technology Co., Ltd.
Purchasing Manager of the
Company and Vice President of
Down Material Division

Note 1

Director
Supervisor

Chan Fu-Ju
Chan ChiChe

Sibling

Note 9

-

-

-

-

-

-

Note 2

None

None

None

None

-

-

-

-

-

Note 3

None

None

None

None

-

-

-

-

-

None

None

None

None

None

R.O.C.

Ou Li Investment Co.,
Ltd.

-

Representative: Chen
Chung-Hsiung

Male

2019.5.30

2019.5.30

3

3

1997.11

2013.6.20

R.O.C.

Whalen’s Company

Director

Male

Current shareholding

Shareholding by
Nominee Arrangement

-

2019.5.30

2019.5.30

3

3

Representative: Chang
Chen-Yun

Male

2019.5.30

3

-

2010.6.15

2019.5.30

R.O.C.

Hsing Wu Commercial Institute
Chairman of Snowdown
Merchandise Corporation.

NTU ME bachelor degree
VP of TXI Taiwan
Chairman of Co-Tech
Chairman of On-Bright
Electronics

-

2016.6.21
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Japanese Dept, Fujen U.
General Manager of Home
Textile Division, Kwong Lung
Enterprise Co. Ltd.

Title

National
ity/
Country
of
Origin

Shareholding when
elected
Name

Yueh Sheng Investment
Co.,Ltd.

Director

Independent
Director

2019.5.30

Term
(Year
s)

3

Date
First
Elected

R.O.C.

R.O.C.

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

Tsai Hsun-Hsiung

Chen Hsien-Yeh

Female

Male

Male

-

2019.5.30

2019.5.30

2019.5.30

2019.5.30

3

3

3

3

Male

2019.5.30

3

Shar
es

%

Preferred
Shares

Shar
es

%

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

Main experience (education
experience)

3.26

3,613,000

2.76

0

0

0

0

477,000

2.62

405,000

2.23

0

0

0

0

2016.6.21

0.13

141,984

0.11

0

0

0

0

0

0

0

0

0

0

0

0

375,000

0.34

375,000

0.29

0

0

0

0

49,577

0.27

49,577

0.27

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

1,642,771

1.48

1,642,771

1.25

0

0

0

0

110,000

0.60

110,000

0.60

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

2016.6.21

2016.6.21

2016.6.21

2019.5.30
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Other
Position

Remarks
Title

Name

Relation

-

-

-

-

-

Note 4

Chairman
Supervisor

Sibling

None

Note 5

None

None

None

None

Ph.D. in Chemical Engineering,
University of Michigan, USA
Associate Professor, Department
of Chemical Engineering,
National Taiwan University

Note 6

None

None

None

None

-

-

-

-

-

-

Note 7

None

None

None

None

-

2016.6.21

R.O.C.
Representative:Lee
Chao-Fu

Common
Shares

Executives, Directors or Supervisors who
are spouses or within two degrees of
kinship

Shareholding by
Nominee Arrangement

Spouse & Minor Shareholding

3,613,000

141,984

Chung Lu Investment
Co.,Ltd.

Supervisor

-

Date
Elected

R.O.C.
Representative:
Chan Fu-Ju

Independent
Director

Gender

Current shareholding

MBA SHIH CHIEN University
Kyoto University of Technology
Research in Management
Institute
Pre-doctoral course majoring in
marketing
U-Shin Business Specialist
Kwong Japan Branch
Accounting Specialist
Mother Bird Import and Export
International Trade
Commissioner
Chairman of Yueh Sheng
Investment Co.,Ltd.
Ph.D., Urban Planning, Princeton
University School of
Architecture and Planning, USA
Chairman of Sinotech
Engineering Consultants Co.
Director of Environmental
Protection Administration,
Executive Yuan

Master of Accounting, National
Chengchi University
CFO of Lite-On Semiconductor
Corp

Chan Ho-Po
Chan ChiChe

Title

National
ity/
Country
of
Origin

Shareholding when
elected
Name

Huang Lu Investment
Co.,Ltd.

Supervisor

Gender

-

Date
Elected

2019.5.30

Term
(Year
s)

3

Date
First
Elected

Male

2019.5.30

3

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

Executives, Directors or Supervisors who
are spouses or within two degrees of
kinship

Shareholding by
Nominee Arrangement

Spouse & Minor Shareholding

Common
Shares

Shar
es

%

Preferred
Shares

Shar
es

%

Main experience (education
experience)

2,869,000

2.59

2,869,000

2.19

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

2019.5.30

R.O.C.
Representative:
Chan Chi-Che

Current shareholding

-

2016.12.14

0

0

0

0

0

0

0

0

Master of Finance,
University of San
Francisco, USA
Chairman of Kai Sheng
Investment Co.,Ltd.
Chairman of Huang Lu
Investment Co.,Ltd.
Director of Co-Tech
Development Corp.

Other
Position

-

Note 8

Remarks
Title

Name

Relation

-

-

-

-

Sibling

None

Chairman
Director

Chan Ho-Po
Chan Fu-Ju

Note 1. CEO of the company and General Manager of garment division
Chairman: Ou Li Investment Co., Ltd., Bosch International, Bo Hsing Enterprise Co., Ltd., Kwong Lung Feather (B.V.I.) Ltd.
Director: Kwong Lung Meko Co., Ltd., Kwong Lung Japan Co., Ltd., Kai Sheng Investment Co.,Ltd., Cave & Wine Co., Ltd., Lyon Ventures Holdings Ltd.
Independent director of Speed Tech Corp.
Note 2. Chairman of Chung Lu InvestmentCo.,Ltd.,director of Evertrust Investment Co.,Ltd.
Note 3. Chairman representative: Philippine Dunnan Technology Co., Ltd.
Vice Chairman: Diodes Incorporated, Lite-On Semiconductor Corp.
Director: Shanghai Xufu Electronics Co., Ltd., DYNA International Holding Co., Ltd., DYNA International Co., Ltd., Lite-On Semiconductor (HK) Ltd., Smart Power Holding Group Co., Ltd., Dunnan
Technology (Wuxi) Ltd., Dunnan Microelectronics (Wuxi) Co., Ltd.
Director representative: Lite-On Technology Corp.
Note 4. Chairman of P&B Collection Co., Ltd., Chairman of Yueh Sheng Investment Co.,Ltd., Supervisor of Ou Li Investment Co., Ltd., Director of Kai Sheng Investment Co.,Ltd., Director of Kwong Lung Japan
Co., Ltd. representative of director of Manumech Corporation.
Note 5. Independent director of On-Bright Electronics Incorporated and director of Co-Tech Development Corp.
Note 6. Professor of Department of Chemical Engineering, National Taiwan University.
Note 7. CEO of Lite-On Semiconductor Corp.
Chairman representative:On-Bright Electronics Incorporated,SyncMOS Technologies International, Inc.Lyra Semiconductor Incorporated.
Chairman: On-Bright Electroncis (Shanghai) Co., Ltd., Guanzhou On-Bright Electroncis Co., Ltd.
Director representative:Actron Technology Corporation
Director:Lite-On Semiconductor Corp.,Philippine Dunnan Technology Co., Ltd.,DYNA International Holding Co.,Ltd., DYNA International Co.,Ltd.,Lite-On semiconductor (HK) Ltd., Dunnan Technology
(Wuxi) Ltd., Dunnan Microelectronics (Wuxi) Co., Ltd.,On-BrightElectronics (HongKong) Co., Ltd.,WBG PowerSystems (Cayman) Co., Ltd.,WBG PowerSystems (HongKong) Co., Ltd.
Note 8.Chairman:Kai Sheng Investment Co.,Ltd., Huang Lu Investment Co.,Ltd.,Fortune Phoenix Insurance Brokerage Service Corporation.
Representative of Director of Co-Tech Development Corp.,representative of director Snowdown Merchandise Corporation, director of Paradise Bird Foods Co., Ltd.,
director of Miramar Development Co., Ltd., representative of director of Miramar Urban Development Co., Ltd.
Note 9.When the Chairman and the General Manager or equivalent (the highest ranked managerial officer) are the same person, relatives such as spouses or the first degree of kinship, the reason, reasonableness,
necessity and future improvement measures should be provided.
The Company's Chairman and CEO aims to improve operational efficiency and the execution of decisions. It is planned to increase the number of independent directors in the future to improve the
performance of the board of directors and strengthen the supervision function. The Company currently has the following measures:
Arrange directors to participate in professional courses offered by external institutions every year to enhance Board performance.
Over half of the directors in the Board of Directors do not concurrently serve as an employee or executive officer.
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2). Main corporate shareholders
April 24, 2020
Corporate shareholder

Main shareholders of corporate shareholders

Evertrust Investment Co.,Ltd.

Lee Ding-Hua (36.4%),Liu Mei-Yu (34.6%), Lee Yung-Chien(29%)

Ou Li Investment Co.,Ltd.

Chan Ho-Po (99.4%), Xu Li-Hong (0.6%)

Whalen’s Company

Tsai,Shau-Yi (49%),Ya-Li (33.1%), Chan Ho-Po (17.9%)

Yueh Sheng Investment Co.,Ltd.

Chan Fu-Ju (100%)

Chung Lu Investment Co.,Ltd.

Liang Qing-Xu(32.5%),Lee Yung-Chien(30%), Zhong Rui-Ru (20%), Liu Guo-Zhe (17.5%)

Huang Lu Investment Co.,Ltd.

Chan Chi-Che(100%)

3). Main shareholders for main corporate shareholder: N.A.
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4). Directors' and Supervisors' Professional Qualifications and Independent Analysis
April 24, 2020
Meet the Following Professional Qualification Requirements,
Together with at Least Five Years Work Experience
A Judge, Public
Have Work
An Instructor or Higher
Prosecutor, Attorney,
Experience in the
Position in a
Certified Public
Area of
Department of
Accountant, or Other
Commerce,
Commerce,
Professional or
Law, Finance, or
Law,Finance,
Technical Specialists
Accounting, or
Accounting,or Other
Who Has Passed a
Otherwise
Academic Department
National Examination
Necessary for the
Related to the Business
and Been Awarded a
Business of the
Needs of the Company
Certificate in a
Company
in a Public or Private
Profession Necessary
Junior College, College
for the Business of the
or University
Company

Criteria

Name

Meet the independence criteria(Note 1)

1

2

3

4

Chan Ho-Po



Evertrust Investment Co.,Ltd.
Representative :Lee Yung-Chien







Ou Li Investment Co.,Ltd.
Representative:Chen ChungHsiung











Whalen’s Company
Representative :Chang Chen-Yun











Yueh Sheng Investment Co.,Ltd.
Representative :Chan Fu-Ju




5



6

7

8

9





10

11

12





Number of
Other Public
Companies in
Which the
Individual is
Concurrently
Serving as an
Independent
Director

1













0















0















0









0





























1



























0

Chung Lu Investment Co.,Ltd.
Representative :Lee Chao-Fu

























0

Huang Lu Investment Co.,Ltd.
Representative :Chan Chi-Che













0

Tsai Hsun-Hsiung


Chen Hsien-Yeh

Note 1:



Directors and supervisors, during the two years before being elected and during the term of office, meet any of the following situations, please tick the appropriate
corresponding boxes:
（1）Not an employee of the Company or any of its affiliates.
（2）Not a Director or Supervisor of the Company or any of its affiliates. The same does not apply, however, in cases where the person is an independent director of
the Company, its parent company, its subsidiary, or a subsidiary of the same parent company, as appointed in accordance with the laws of Taiwan or with the
local laws of the country of the company.
（3）Not a natural-person shareholder who holds shares, together with those held by the person’s spouse, minor children, or held by the person under others’ names,
in an aggregate amount of one percent or more of the total number of issued shares of the company or ranks as one of its top ten shareholders;
（4）Not a spouse, relative within the second degree of kinship, or lineal relative within the third degree of kinship, of any of the above managerial officers listed in
(1) or personnel listed in (2) or (3).
（5）Not a director, supervisor, or employee of a corporate/institutional shareholder that directly holds five percent or more of the total number of issued shares of the
company or ranks as of its top five shareholders, or appointing a representative to act as a director or supervisor of the company in accordance with Paragraph 1
or 2, Article 27 of the Company Act, unless they are concurrently serving as independent directors established by the Company and its parent company, its
subsidiary or a subsidiary of the same parent company in accordance with this Act or the local laws of the country of the company.
（6）Not a director, supervisor, employee of the other company controlled by the same person holding a director seat or more than half of the voting rights of the
Company, unless they are concurrently serving as independent directors established by the Company and its parent company, its subsidiary or a subsidiary of the
same parent company in accordance with this Act or the local laws of the country of the company.
（7）Not a director, supervisor, or employee of the other company or organization whose chairperson, president or the person of equivalent position is the same as the
person of the Company or their spouse, unless they are concurrently serving as independent directors established by the Compa ny and its parent company, its
subsidiary or a subsidiary of the same parent company in accordance with this Act or the local laws of the country of the company.
（8）Not a director, supervisor, managerial officer or shareholder holding more than 5% of shares of the specific company or organization having financial or business
association with the Company, unless the particular company or organization holds more than 20%, but not more than 50%, of the Company's total issued shares,
and unless they are concurrently serving as independent directors established by the Company and its parent company, its subsidiary or a subsidiary of the same
parent company in accordance with this Act or the local laws of the country of the company.
（9）Not a professional individual, proprietor, partner, director, supervisor, or managerial officer, or a spouse thereof of a sole proprietorship, partnership, company,
or institution that provides audit services, or provides commercial, legal, financial, accounting related services, receiving less than NT$ 500,000 in the past two
years, to the Company or to any affiliate of the Company, unless they are members of the Salary and Compensation Committee, Public Tender Offer Review
Committee, or M & A Special Committee performing their functions and powers in accordance with the relevant laws and regulations of the Securities and
Exchange Act or the Business Mergers And Acquisitions Act.
（10）Not having a marital relationship, or a relative within the second degree of kinship to any other director of the company;
（11）Not having any situation specified in Article 30 of the Company Act.
（12）Not a governmental, juridical person or its representative as specified in Article 27 of the Company Act.
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(2) Information on General Manager, Vice General Manager, Assistant General Manager, and heads of departments branch offices
April 24, 2020 Unit: shares；％
Shares holding by spouse and
minor children

Shareholding
Title

Nationality/
Country of
Origin

Name

Gender

Date
Elected

Common
shares
Preferred
share

CEO/Garment Division
General Manager

Down Material
Division Vice General
Manager

Down Material
Division Vice General
Manager

Garment Division Vice
General Manager

R.O.C.

R.O.C.

R.O.C.

R.O.C.

Chan Ho-Po

Su Zhang-Ren

Wen Yan-Shan

Zheng Qiu-Yue

Male

Male

Female

Female

Shares
Shares

R.O.C.

Ma Tien-Li

Female

Preferred
shares

%

Shares
Shares

Common
shares

%

Preferred
shares

%

Shares

%

Shares

%

1,350,000

1.03

520,000

0.40

0

0

0

0

0

0

0

0

472,167

0.36

0

0

0

0

2012.1.1

2013.1.1
15,833

0.09

0

0

0

0

200,000

0.15

0

0

0

0

5,000

0.03

0

0

0

0

244,029

0.19

0

0

0

0

6,000

0.03

0

0

0

0

2014.1.1

2015.1.1

150,100

Financial Dept. Vice
General Manager

Common
shares

%

Shareholding by Nominee
Arrangement

0.11

0

0

0

0

2017.1.1
6,000

0.03

0

0

14

0

0

Managers who are Spouses or
Within Two Degrees of Kinship
Main experience(education
and degree)

Current part-time duty titles in
other companies

Remarks
Title

Name

Relation

See page 9

See note 1 in page 11

None

None

None

Note2

National Taiwan
Management Institute, Taiwan
University of Science and
Technology
Assistant Manager of
Fujikawa Industry / Senior
Manager of the Company

Chairman of Kwong Lung Japan
Co., Ltd.
Director of Snowdown
Merchandise (SuZhou) Co.,Ltd.
Repr. of P&B Collection Co.,Ltd.
Director of Kwong Lung Europe
sp. z o.o
Chairman of Kwong Lung
(B.V.I.) Ltd.

None

None

None

None

Taipei Business Institute /
Senior Manager of the
Company

Chairman of Kwong Lung
Europe sp. z o.o

None

None

None

None

Department of Foreign
Languages, Soochow
University
Senior Business Manager of
the Company

Director of Bo Hsing Enterprise
Co., Ltd.
Chairman of Toptex Garment
Co., Ltd.

None

None

None

None

Institute of Finance and
Finance, National Taiwan
University of Science and
Technology
the Company Audit Chief/
Senior Manager of Financial
Dept., the Company

Supervisor of Kunshan Fulong
Trade Co.,Ltd.
Supervisor of Toptex Garment
Co., Ltd.
Supervisor of Kwong Lung – O
MON Co.,Ltd.
Supervisor of Manumech
Corporation
Supervisor of Huai An Guang
Long He Yu Home Textile Co.,
Ltd.
Supervisor of BBL Premium Co.,
Ltd.

None

None

None

None

Shares holding by spouse and
minor children

Shareholding
Nationality/
Country of
Origin

Title

Name

Gender

Date
Elected

Common
shares
Preferred
share

Strategic Planning
Division Vice General
Manager

Vietnam Operations
Center Vice General
Manager

R.O.C.

R.O.C.

Xu, Li-Ting

Ren Yi-fan

Female

Male

%

Common
shares

Shares

%

Preferred
shares

80,000

0.06

Shares

Shares
Shares

Shareholding by Nominee
Arrangement

%

Common
shares

%

Preferred
shares

0

0

Shares

%

Shares

%

0

0

2020.1.1
0

0

0

0

0

0

444,000

0.34

0

0

0

0

2020.1.1
0

0

0

0

0

0

Managers who are Spouses or
Within Two Degrees of Kinship
Main experience(education
and degree)

Current part-time duty titles in
other companies

Remarks
Title

Name

Relation

Graduate Institute of Business
Administration, National
Taiwan University
Consultant, Boston Consulting
Company
Manager of Chairman’s
Office, Shin Kong Life
Insurance
IR Manager, Cathay Financial
Holdings

The Company’s acting
spokesperson

None

None

None

None

Graduate Institute of Finance,
National Chiao Tung
University
Audit Supervisor, Lite-On IT
Corporation/ Chairman’s
Special Assistant, Kang
Chuang Electronics/Manager,
Sinonar Corporation

Director of Toptex Garment
Co.,Ltd.
Chairman of Kwong Lung – O
MON Co.,Ltd.

None

None

None

None

Note 1: The above is mainly to disclose those who have the right to manage affairs and signatory authority of the Company.
Note 2: When the President or equivalent (the highest ranked managerial officer) and the Chairman are the same person, relatives such as spouses or the first degree of kinship, the information such as the reason,
reasonableness, necessity and future improvement measures (For example, increasing the number of independent directors, and having more than half of the directors who do not serve concurrently as
employees or managerial officer, etc.) should be provided.
The Company's Chairman and CEO aims to improve operational efficiency and the execution of decisions. It is planned to increase the number of independent directors in the future to improve the performance
of the board of directors and strengthen the supervision function. The Company currently has the following measures:
Arrange directors to participate in professional courses offered by external institutions every year to enhance Board performance.
Over half of the directors in the Board of Directors do not concurrently serve as an employee or executive officer.
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3. Remuneration paid to directors, supervisors, General Manager and Vice General Manager in the latest year
(1) Remuneration paid to directors (name and remuneration way to each individual)
Unit: In thousands of New Taiwan Dollars
Director’s Remuneration
Base Compensation (A)
(Note 2)
Title

Name
The
Company

Chairman

All
companies
in the
consolidate
d financial
statements
(Note 7)

Pension

The
Company

Compensation to
Directors (C) (Note 3)

(B)
All
companies
in the
consolidate
d financial
statements
(Note 7)

The
Company

All
companies
in the
consolidate
d financial
statements
(Note 7)

Allowances (D)(Note 4)

The
Company

All
companies
in the
consolidate
d financial
statements
(Note 7)

Ratio of total
remuneration(A+B+C+
D) to net income(％)
(Note 8)

The
Company

All
companies
in the
consolidate
d financial
statements
(Note 7)

Ratio of total
remuneration
(A+B+C+D+E+F+G)
to net income(％) (Note
8)

Remuneration paid to part-time employees
Salary, Bonuses
and Allowances (E)
(Note 5)

The
Company

Pension (F)

All
companies
in the
consolidate
d financial
statements
(Note 7)

The
Company

Employee pays (G) (Note 6)

All
companies
in the
consolidate
d financial
statements
(Note 7)

All companies in the
consolidated financial
statements(Note 7)

The Company

Cash

Stock

Cash

The
Company

Stock

All
companies
in the
consolidate
d financial
statements
(Note 7)

Compensation
Received from
an Invested
Company
Other than the
Company's
Subsidiary or
parent
company (Note
9)

Chan Ho-Po

1,000

1,000

0

0

2,110

2,110

40

40

0.65

0.65

12,742

12,742

0

0

2,450

0

2,450

0

3.76

3.76

None

Director

Evertrust Investment
Co.,Ltd.
Representative :Lee
Yung-Chien

1,900

1,900

0

0

1,055

1,055

35

35

0.61

0.61

0

0

0

0

0

0

0

0

0.61

0.61

None

Director

Kai Sheng
Investment Co.,Ltd.
Representative :
Chan Chi-Che

417

417

0

0

440

440

15

15

0.18

0.18

0

0

0

0

0

0

0

0

0.18

0.18

None

Director

Kai Sheng
Investment Co.,Ltd.
Representative :
Chen Chung-Hsiung

417

417

0

0

440

440

15

15

0.18

0.18

0

0

0

0

0

0

0

0

0.18

0.18

None

Director

Yueh Sheng
Investment Co.,Ltd.
Representative :
Chan Fu-Ju

583

583

0

0

615

615

25

25

0.25

0.25

0

598

0

0

0

0

0

0

0.25

0.37

None

Director

Whalen’s Company
Representative:
Chang Chen-Yun

583

583

0

0

615

615

25

25

0.25

0.25

0

0

0

0

0

0

0

0

0.25

0.25

None

Director

Ou Li Investment
Co.,Ltd.
Representative:
Chang Chen-Yun

417

417

0

0

440

440

15

15

0.18

0.18

0

0

0

0

0

0

0

0

0.18

0.18

None

Director

Ou Li Investment
Co.,Ltd.
Representative :
Chen Chung-Hsiung

583

583

0

0

615

615

25

25

0.25

0.25

0

0

0

0

0

0

0

0

0.25

0.25

None

Tsai Hsun-Hsiung

1,000

1,000

0

0

1,055

1,055

40

40

0.43

0.43

0

0

0

0

0

0

0

0

0.43

0.43

None

Chen Hsien-Yeh

1,000

1,000

0

0

1,055

1,055

35

35

0.43

0.43

0

0

0

0

0

0

0

0

0.43

0.43

None

Independent
Director

Independent
Director
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1.Please state the policy, system, standards and structure of the remuneration payment to independent directors, and describe the relationship with the remuneration amount according to the director’s responsibilities, risk borne and time invested:
In addition to the fixed remuneration paid quarterly to the Company’s independent directors, if the Company also has a surplus, in accordance with to the Company's articles of association, less than 5% will be contributed to the remuneration of directors and supervisors, and it will be distributed by taking
into consideration of the evaluation results of the board's performance.
2. Other than disclosure in the above table, Directors remunerations received by providing services (e.g. providing consulting services as a non-employee) to all the Companies in the financial reports in the latest fiscal year:
Tsai Hsun-Hsiung, an independent director, also serves as the remuneration committee, and the remuneration and carriage fees for meetings was NT$ 1,020,000.
Chen Hsien-Yeh, an independent director, also serves as the remuneration committee, and carriage fees for meetings was NT$ 10,000.

Note 1:The names of the directors shall be separately listed (For the corporate shareholder, the name of corporate shareholder and the representative shall be listed separately). The directors and independent directors
are listed separately, and various payment amounts are disclosed in aggregation.
Note 2:It refers to the directors’ remuneration (including directors' salary, duty allowance, severance payment, bonuses, incentives, etc.) in the latest year.
Note 3:It should be the amount of directors' remuneration distributed by the resolution of the Board of Directors in the latest year.
Note 4:It refers to the related business execution expenses (including travelling expenses, special expenses, allowances, and the in-kind provision of apartments, vehicles, etc.) of the Directors in the latest year. If
apartments, vehicles and other transport instruments are provided or there are exclusive individual expenses, the nature and cost of assets provided, the actual rent, fuel expenses and other payments or measured
at fair market prices should be disclosed. If a chauffeur is provided, the relevant remuneration paid by the Company to the chauffeur should be noted, but it is not included in the remuneration.
Note 5:It refers to the salary, duty allowance, severance payment, bonuses, incentives, travelling expenses, special expenses, allowances, and in-kind provisions of apartments, vehicles, etc., paid to the directors
concurrently serving as employees (including General Managers, Vice General Managers, other managerial officers, and employees) in the latest year. If apartments, vehicles and other transport instruments are
provided or there are exclusive individual expenses, the nature and cost of assets provided, the actual rent, fuel expenses and other payments or measured at fair market prices should be disclosed. If a chauffeur
is provided, the relevant remuneration paid by the Company to the chauffeur should be noted, but it is not included in the remuneration. The salary expenses recognized in accordance with IFRS 2 “Share-based
payment,” including the acquisition of employee stock warrants, new restricted stock award shares issued to employees and participation in cash increase subscription shares, shall also be included in the
remuneration.
Note 6:It refers that when the directors concurrently serving as employees (including the General Manager, Vice General Manager, other managerial officer and employees) who obtain employee compensation (including
stocks and cash) in the latest year, the employee remuneration amount distributed by the resolution of the Board of Directors in the latest year should be disclosed. If it is unable to estimate the amount, the
proposed distribution amount in this year will be calculated pro rata to the actual distribution amount last year.
Note 7:It shall disclose the total amount of remuneration paid to the Company’s Directors by all companies (including the Company) in the consolidated financial report.
Note 8:After-tax net profit refers to the net profit after tax in the standalone or individual financial reports in the latest year.
Note 9:a. In this column, the amount of remuneration the Company’s Director received from the re-investment business other than the subsidiaries or the parent company should be filled out. (If there is none, please fill
in "None").
b.The remuneration refers to the relevant remuneration to the Company’s Directors, such as remuneration of serving as a director, supervisor or managerial officer, compensation (including employee, director
or supervisor compensation), or remuneration from professional practice received from the re-investment other than the subsidiary or the parent company.
＊The remuneration disclosed in this table is different from the income concept of the Income Tax Act. Therefore, the purpose of this table is for information disclosure, for taxing purpose.
Note 10:The Company's Directors (legal person and representative) did not receive or appropriate retirement pensions in 2019. The Directors and representatives of the corporate directors concurrently serving as
employees did not receive or appropriate retirement pensions.
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(2) Supervisor remuneration (name and remuneration way to each individual)
Unit: In thousands of New Taiwan Dollars
Supervisor remuneration
Remuneration (A) (Note 2)
Title

Name
The
Company

All companies
in the
consolidated
financial
statements
(Note 5)

Remuneration (B) (Note 3)

The
Company

All companies
in the
consolidated
financial
statements
(Note 5)

Business executing cost
(C) (Note 4)
All companies
in the
The
consolidated
Company
financial
statements
(Note 5)

Ratio of total
remuneration(A+B+C) to net
income(％) (Note 6)

The Company

All companies
in the
consolidated
financial
statements
(Note 5)

Compensation
Received from
an Invested
Company
Other than the
Company's
Subsidiary or
parent company
(Note 7)

Supervisor

Chung Lu Investment Co.,Ltd
Representative :Ho Cheng-Jung

417

417

440

440

20

20

0.18

0.18

None

Supervisor

Chung Lu Investment Co.,Ltd
Representative : Lee Chao-Fu

583

583

615

615

25

25

0.25

0.25

None

Supervisor

Yueh Sheng Investment Co.,Ltd.
Representative : Chan Fu-Ju

417

417

440

440

20

20

0.18

0.18

None

Supervisor

Huang Lu Investment Co.,Ltd.
Representative :Chan Chi-Che

583

583

615

615

15

15

0.25

0.25

None

Note 1: The names of the Supervisors shall be separately listed (For the corporate shareholder, the name of corporate shareholder and the representative shall be listed separately), and various payment amounts are
disclosed in aggregation.
Note 2: It refers to the Supervisors’ remuneration (including Supervisors' salary, duty allowance, severance payment, bonuses, incentives, etc.) in the latest year.
Note 3: It should be the amount of Supervisors' remuneration distributed by the resolution of the Board of Directors in the latest year.
Note 4: It refers to the remuneration from professional practice (including travelling expenses, special expenses, allowances, and in-kind provisions of apartments, vehicles, etc.) paid to the Supervisors in the latest year.
If apartments, vehicles and other transport instruments are provided or there are exclusive individual expenses, the nature and cost of assets provided, the actual rent, fuel expenses and other payments or
measured at fair market prices should be disclosed. If a chauffeur is provided, the relevant remuneration paid by the Company to the chauffeur should be noted, but it is not included in the remuneration.
Note 5: It shall disclose the total amount of remuneration paid to the Company’s Supervisors by all companies (including the Company) in the consolidated financial report.
Note 6: After-tax net profit refers to the net profit after tax in the standalone or individual financial reports in the latest year.
Note 7: a.In this column, the amount of remuneration the Company’s Supervisors received from the re-investment business other than the subsidiaries or the parent company should be filled out. (If there is none, please
fill in "None").
b. The remuneration refers to the relevant remuneration to the Company’s Supervisors, such as remuneration of serving as a director, supervisor or managerial officer, compensation (including employee, director
or supervisor compensation), or remuneration from professional practice received from the re-investment business other than the subsidiary or the parent company.
＊The remuneration disclosed in this table is different from the income concept of the Income Tax Act. Therefore, the purpose of this table is for information disclosure, for taxing purpose.
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(3) Remuneration paid to General Managers and Vice General Managers (individual name and remuneration method are disclosed with the
aggregation bracket)
Unit: In thousands of New Taiwan Dollars
Salary (A)
(Note 2)
Title

Name
The
Company

CEO

Chan Ho-Po

Vice General
Manager

Su Zhang-Ren

Vice General
Manager

Wen Yan-Shan

Vice General
Manager

Zheng Qiu-Yue

Vice General
Manager

Ma Tien-Li

17,963

Bonuses and
Allowances, bonus and
special allowance, etc. (C)
(Note 3)

Pension (B)

All
companies in
the
consolidated
financial
statements
(Note 5)

19,200

The
Company

808

All
companies in
the
consolidated
financial
statements
(Note 5)

808

The
Company

5,009

19

All
companies in
the
consolidated
financial
statements
(Note 5)

5,009

Ratio of total remuneration
(A+B+C+D)
to net income(％) (Note 8)

Employee remuneration (D)
(Note 4)
All companies in the
consolidated
financial statements
(Note 5)

The Company

Cash

4,950

Stock

0

Cash

4,950

The
Company

Stock

0

5.89

All
companies in
the
consolidated
financial
statements
(Note 5)

6.15

Compensation
Received from
an Invested
Company
Other than the
Company's
Subsidiary or
parent company
(Note 9)

None

Remuneration bracket table
Name of General Managers and Vice General Managers
All companies in the financial
The Company (Note 6)
reports(Note 7) E

Remuneration bracket paid to the Company’s General
Manager and Vice General Manager
Less than NT$1,000,000
NT$1,000,000((inclusive)～NT$2,000,000(exclusive)
NT$2,000,000((inclusive) ～NT$3,500,000(exclusive)
NT$3,500,000((inclusive) ～NT$5,000,000(exclusive)
NT$5,000,000((inclusive) ～NT$10,000,000(exclusive)
NT$10,000,000((inclusive) ～NT$15,000,000(exclusive)
NT$15,000,000((inclusive) ～NT$30,000,000(exclusive)
NT$30,000,000((inclusive) ～NT$50,000,000(exclusive)
NT$50,000,000((inclusive) ～NT$100,000,000(exclusive)
NT$100,000,000 and more
Total

Wen Yan-Shan,Ma Tien-Li
Su Zhang-Ren, Zheng Qiu-Yue
Chan Ho-Po

5 Person

Wen Yan-Shan,Ma Tien-Li
Su Zhang-Ren, Zheng Qiu-Yue
Chan Ho-Po

5 Person

Note 1: The names of the General Managers and Vice General Managers shall be listed and the each payment amount is
disclosed in aggregation.
Note 2: It refers to the salary, duty allowance and severance payment paid to General Managers and Vice General Managers in
the latest year.
Note 3: It refers to the bonuses, incentive bonuses, travelling expenses, special expenses, allowances, and in-kind provisions
of apartments, vehicles, etc., paid to the General Managers and Vice General Managers in the latest year. If apartments,
vehicles and other transport instruments are provided or there are exclusive individual expenses, the nature and cost
of assets provided, the actual rent, fuel expenses and other payments or measured at fair market prices should be
disclosed. If a chauffeur is provided, the relevant remuneration paid by the Company to the chauffeur should be noted,
but it is not included in the remuneration. The salary expenses recognized in accordance with IFRS 2 “Share-based
payment,” including the acquisition of employee stock warrants, new restricted stock award shares issued to
employees and participation in cash increase subscription shares, shall also be included in the remuneration.
Note 4: The employee remuneration amount (including stocks and cash) distributed to General Manager and Vice General
Managers by the resolution of the Board of Directors in the latest year should be disclosed. If it is unable to estimate
the amount, the proposed distribution amount in this year will be calculated pro rata to the actual distribution amount
last year.
Note 5: It shall disclose the total amount of remuneration paid to the Company’s General Managers and Vice General Managers
by all companies (including the Company) in the consolidated financial reports.
Note 6: For the total amount of various remunerations the Company pays each General Manager and Vice General Manager,
the names of the General Manager and Vice General Managers are disclosed in the bracket the total remuneration
belongs to.
Note 7: For the total remuneration paid to each General Managers and Vice General Managers by all companies in the
consolidated financial reports, the names of the General Manager and Vice General Managers are disclosed in the
bracket the total remuneration belongs to.
Note 8: After-tax net profit refers to the net profit after tax in the standalone or individual financial reports in the latest year.
Note 9: a.In this column, the amount of remuneration the Company’s General Managers and Vice General Managers received
from the re-investment business other than the subsidiaries or the parent company should be filled out. (If there is
none, please fill in "None")
b.If the Company’s General Managers and Vice General Managers receive the remuneration from the re-invested
business other than the subsidiaries or the parent company, combine the remunerations the respective General
Managers and Vice General Managers received from the re-investment business other than the subsidiaries or the
parent company are included into column E of the remuneration bracket table, and the column is changed to "the
parent company and all re-invested business."
c. The remuneration refers to the relevant remuneration to the Company’s General Managers and Vice General
Managers, such as remuneration of serving as directors, supervisors or managerial officers, compensation (including
employee, director or supervisor compensation), or remuneration from professional practice received from the reinvestment business other than the subsidiary or the parent company.
＊The remuneration disclosed in this table is different from the income concept of the Income Tax Act. Therefore, the purpose
of this table is for information disclosure, for taxing purpose.
Note 10: The pension appropriated in accordance with the law for the General Managers and Vice General Managers in 2019
was NT$ 808,000; there was no pension actually paid.

20

(4) The remuneration paid to the top five remuneration executives of exchange- or OTC-listed
companies: N.A.
(5) The employee remuneration distributed to managerial officers
April 24, 2020
Title
(Note 1)

Unit: In thousands of New Taiwan Dollars
Ratio of total
Stock
remuneration
Cash
Total
amount
to net income (％)

Name
(Note 1)

CEO/Garment Division
Chan Ho-Po
General Manager
Down Material Division
Su Zhang-Ren
Vice General Manager
Down Material Division
Wen Yan-Shan
Vice General Manager
Garment Division Vice
Zheng Qiu-Yue
Managerial General Manager
0
6,950
6,950
1.43
officers
Financial Dept. Vice
Ma Tien-Li
General Manager
Strategic Planning
Xu, Li-Ting
Division Vice General
(Note 5)
Manager
Vietnam Operations
Ren Yi-fan
Center Vice General
(Note 5)
Manager
Note 1: It shall disclose the respective names/titles, but the profit distribution shall be disclosed in a range table.
Note 2: Fill out the employee remuneration amount (stock and cash) appropriated to employees over professional
managers in the latest year. If unable to estimate the amount, the proposed distribution amount will be
calculated based on the proportion of the actual distribution amount last year. If the international financial
reporting standard has been applied, the net profit after tax is the after-tax net profit of individual or
individual financial report in the latest year.
Note3: According to Securities Regulatory Commission (2003-03-27) Tai-Cai-Zheng-San Letter No. 0920001301,
the scope of managers covers:
(1) General Manager and equivalent level, (2) Vice General Manager and equivalent level, (3) Senior
manager and equivalent level, (4) Financial Dept. chief, (5) Accounting Dept. chief and (6) Other person
being granted to manage affairs and sign for the company
Note 4: If directors, General Managers or Vice General Managers have received employee remuneration (stock
and cash), fill out Sheet 1, 2 and this sheet.
Note 5:Promotion on January 1, 2020.

(6) Compare the total remuneration the Company and all companies in the consolidated
financial reports paid to the Company's Directors, Supervisors, General Managers and Vice
General Managers as the ratios of the net profit after tax of standalone or individual financial
report in the latest two years, respectively, explain the policy, standards and combination of
remuneration, procedure of setting remuneration, and relationship between remuneration,
operating performance and future risk.
1) The ratios of remuneration paid to the net profit after tax of the standalone or individual
financial report in the latest two years:
2019
Title

2018

The Company
（%）

All companies in the
consolidated financial
reports（%）

The Company(％)

All companies in the
consolidated financial
reports（%）

Directors

6.52

6.64

4.98

4.98

Supervisors

0.86

0.86

0.70

0.70

General Manager / Vice General
Manager

5.89

6.15

5.60

6.00
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A. There is no significant difference between the Directors' remuneration of NT$32,400
thousand in 2019 and the Directors' remuneration of NT$30,926 thousand in 2018.
The increase in the ratio is mainly due to the net profit after tax in 2019 being reduced
by 21% compared with 2018.
B. There is no significant difference between the Supervisors' remuneration of
NT$4,190 thousand in 2019 and the Supervisors' remuneration of NT$4,380
thousand in 2018. The increase in the ratio is mainly due to the net profit after tax in
2019 being reduced by 21% compared with 2018.
C. The remuneration to the General Manager and Vice General Managers in 2019 was
NT$29,967 thousand, which is less than the remuneration to the General Manager
and Vice General Manager of NT$ 37,072 thousand in 2018, mainly because there
was one Vice General Manager less in 2019. The increase in the ratio was mainly
due to the fact that after-tax net profit in 2019 was decreased by 21% compared with
that in 2018.
2) The policy, standards and combination of remuneration, procedure of setting
remuneration, and relationship between remuneration, operating performance and
future risk:
In accordance with the Company's Regulations Governing the Distribution of
Remuneration to Directors and Supervisors, when directors and supervisors perform
their duties in the Company, regardless of the Company's profits and losses, in addition
of receiving a fixed remuneration and transportation allowance, if the Company also has
a surplus, in accordance with the Company's articles of association, less than 5% will
be contributed to the remuneration of directors and supervisors, and it will be distributed
by taking into consideration of the evaluation results of the board's performance.
The salary of the managerial officer is determined based on the Company's Regulations
Governing Salary Structure and personal work experience, duties and responsibilities
held, and operating conditions. In addition, if the Company has a surplus, in accordance
with the Company's articles of association, more than 1% will be contributed to the
employees’ compensation. Managerial officers may be allowed to participate in the
distribution of employees’ compensation, after taking into consideration of the target
achievement rate and contribution.
The aforementioned Regulations Governing the Distribution of Remuneration to
Directors and Supervisors, Regulation of Self-Evaluation of the Board of Directors, and
Regulations Governing Salary Structure are all regularly evaluated and reviewed by the
Remuneration Committee and the Board of Directors. In addition to considering the
personal performance achievement rate and contribution to the Company, the
Company's overall operating performance, the industry's risks in the future, and
development trends are taken into consideration, and the remuneration system is
constantly, timely reviewed, according to the actual operation conditions and related
laws and decrees. In addition, after having overall consideration of the current
corporate governance trends, reasonable remuneration is given, in order to seek a
balance between the Company's sustainable operation and risk control.
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4. Corporate governance operations
(1) Board of Directors operations
1) In 2019 there were 8 meetings of Board of Directors held (A); the Directors' attendance
is presented in below:
Title

Name

Number of
attendance
in person (B)

Number of
attendance by
proxy

Attendance Rate
in Person (%)
【B/A】

Remarks

Chairman

Chan Ho-Po

8

0

100%

Reelected on May 30, 2019

Director

Evertrust Investment Co.,Ltd.
Representative:LeeYung-Chien

7

1

88%

Reelected on May 30, 2019

Director

Kai Sheng Investment Co.,Ltd.
Representative:Chan Chi-Che

3

0

100%

Term of office ended on May
29, 2019

Director

Kai Sheng Investment Co.,Ltd.
Representative:Chen Chung-Hsiung

3

0

100%

Term of office ended on May
29, 2019

Director

Yueh Sheng Investment Co.,Ltd.
Representative : Chan Fu-Ju

5

0

100%

Newly elected on May 30,
2019

Director

Whalen’s Company
Representative : Chang Chen-Yun

5

0

100%

Newly elected on May 30,
2019

Director

Ou Li Investment Co.,Ltd.
Representative:Chang Chen-Yun

3

0

100%

Director

Ou Li Investment Co.,Ltd.
Representative: Chen Chung-Hsiung

5

0

100%

Independent
Director

Tsai Hsun-Hsiung

8

0

100%

Reelected on May 30, 2019

Independent
Director

Chen Hsien-Yeh

7

1

88%

Reelected on May 30, 2019

Reelected on May 30, 2019
The representative was
appointed on May 30, 2019.
Reelected on May 30, 2019
The representative was
appointed on May 30, 2019.

Other mandatory notes:
1.If the Board of Directors operation has anyone of the following situations, the date, term, proposal of the Board of Directors, opinions of all of the Independent
Directors and the Company's handling of the Independent Directors' opinions should be stated:
（1）Matters stated in Article 14-3 of the Securities and Exchange Act:
Meeting Date of
Board of Directors

Proposal

Independent
Director's Dissenting
or Qualified
Opinions

Company's handling
of Independent
Directors' Opinions

None

None

None

None

None

None

None

None

None

None

None

None

None

None

None

None

Revision of the "Procedures for
Acquisition or Disposition of Assets."
Revision of the "Procedures for Derivative
Trade."
Revision of the "Procedures for
Endorsement & Guarantee."
2019.3.8

Proposal of loaning of funds.

2019.4.16

2019.8.14

Revision of the "Procedures for
Endorsement & Guarantee."
Revision of the "Procedures for Lending
Funds to Other Parties."
Acquisition of real property from related
parties.
Revision of the " Internal Control
System."
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Resolution
Approved by all directors in
attendance.
Approved by all directors
in attendance.
Approved by all directors
in attendance.
Apart from directors who
recused themselves from
participating in
discussions and voting
according to legal
requirements, the
remaining directors in
attendance approved the
proposal.
Approved by all directors
in attendance.
Approved by all directors
in attendance.
Approved by all directors
in attendance.
Approved by all directors
in attendance.

2019.11.8

2019.12.13

Proposal of establishing a new company
through investment by a subsidiary.
Acquisition of real property from related
parties.
Proposal of assigning the attestation of the
2020 financial reports; the assessing
statement of the CPA's independence.

None

None

None

None

None

None

Approved by all directors
in attendance.
Approved by all directors
in attendance.
Approved by all directors
in attendance.

（2）In addition to the aforementioned matters, other resolutions of the Board of Directors with dissenting or qualified opinions expressed by the Independent
Directors with record or written statement: None
2.For the execution of Directors' recusal for the proposals in the Board of Directors meeting, the Director's name, proposal content, reason for recusal and
participation in resolution voting should be stated:
Meeting Date of
Board of Directors

2019.3.8

2019.4.16

Director

Proposal

Reasons for recusal

Each Director

2018 Remuneration to
Directors and Supervisors

Being the Director
himself/herself

Tsai Hsun-Hsiung

2018 Remuneration to the
Remuneration Committee
members

The Director is a
member of the
Remuneration
Committee.

Chan Ho-Po

The proposal of the 2018
employee compensation
appropriation and
compensation payment of
senior management.

Concurrently serving
as CEO

Tsai Hsun-Hsiung
Chen Hsien-Yeh

Nomination of the list of
Independent Director
candidates.

Being in the list of
Independent Director
candidates

Chen ChungHsiung
Chan Chi-Che

Proposal of loaning of
funds.

Being the Director
representative of the
loaning subject

Tsai Hsun-Hsiung
Chan Chi-Che

Proposal of long-term
investment

Being the Director of
the invested subject

Chan Ho-Po

Proposal of the second
distribution of the 2018
Employee Stock Warrants.

Concurrently serving
as CEO

Chan Ho-Po

Proposal of annual senior
management salary
adjustment.

Concurrently serving
as CEO

Tsai Hsun-Hsiung
Chen Hsien-Yeh

Proposal of the
appointment of
Remuneration Committee
members.

Being the Independent
Director
himself/herself

Chan Fu-Ju

Investment to establish a
new company

Being the Director of
the new company

Chan Fu-Ju

Proposal of merger
between the subsidiaries,
P&B Collection Co., Ltd.
and Klego Co., Ltd.

Being the Chairman
of the subsidiary

Lee Yung-Chien

Proposal of the
appointment and salary of
the executive director.

Being the Director
himself/herself

2019.5.10

2019.7.18

2019.8.14

Chan Ho-Po
2019.12.13
Chan Fu-Ju

Proposal of senior
managements annual
special project salary
adjustment.
Proposal of the salary for
the Chairman, concurrently
serving as the General
Manager, in the subsidiary.
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Concurrently serving
as CEO
Being the Chairman
of the subsidiary

Participation in resolution voting
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.
Apart from directors who recused themselves
from participating in discussions and voting
according to legal requirements, the remaining
directors in attendance approved the proposal.

3.Implementation of the assessment of the Board of Directors:
Assessment
cycle

Assessment period

Once a year

2019/01/01
~
2019/12/31

Assessment scope

Assessment method

1.Performance of the Board of
Directors
2.Performance of the Board
members
3.Performance of the
Remuneration Committee
members

Assessment content
1. Assessment of the performance of the Board of
Directors
Degree of participation in the Companys
operations
Improvement in the quality of the Boards
decisions
Composition and structure of the Board of
Directors
Selection and continuing education of
Directors
Internal control
2. Assessment of the performance of the Board
members
Mastering the Companys goals and tasks
Awareness of Directors responsibilities
Degree of participation in the Companys
operations
Internal relationship management and
communication
Directors professionalism and continuous
education
Internal control
3. Assessment of the performance of the
Remuneration Committee members
Degree of participation in the Companys
operations
Awareness of functional committees
responsibilities
Improvement in the quality of functional
committees decisions
Composition of functional committees and
selection of members
Internal control

Self-evaluation of
Board members
Self-evaluation of
Remuneration
Committee members

4.The goals of enhancing the functions of the Board of Directors in the current and most latest years and implementation assessment:
The Company irregularly provides training courses to the Directors and Supervisors, making it easy for Directors and Supervisors to obtain relevant
information. The information on the attendance and training of the Companys Directors and Supervisors are disclosed in the Market Observation
Post System and on the Companys website for the investors for the information disclosure to be immediate and transparent.
Our corporate governance information is disclosed on the Market Observation Post System (http:///mops.twse.com.tw) in accordance with relevant
regulations, and we have also established corporate social responsibility, investor relations, and corporate governance sections on our corporate website
to provide detailed and timely disclosures of information that are of concern to our stakeholders.
In order to strengthen our corporate governance system, the Company to establish basic and management by laws relating to corporate governance,
included the "Rules of Procedure for Board of Directors Meetings","Guidelines for Corporate Governance","Rules of Procedures for Shareholders
meetings","Standardized Operating Procedure for Handling Directors' Requests","Regulation of Self-Evaluationof the Board of Directors".

2) In 2019, the Board of Directors attending status of independent directors
Attend in Personal By Proxy Fail to attend
2019

1st

2nd

3rd

4th

5th

6th

7th

8th

Tsai Hsun-Hsiung

















Chen Hsien-Yeh

















(2) The operating status of Audit Committee or the status of supervisors participating in the
operation of the Board of Directors
1) The Company currently doesn’t have an Audit Committee and therefore it isn’t
applicable.
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2) Supervisor's participation in the operation of the Board of Directors:
In 2019, the Board of Directors had 8 meeting [A], and the attendance at the meeting is
as follows:
Title

Name

Number of
actual
attendance
（B）

Ration of actual
attendance (%)
【B/A】

Remarks
Reelected on May 30, 2019
The representative was re-appointed
on May 30, 2019.
Reelected on May 30, 2019
The representative was re-appointed
on May 30, 2019.

Supervisor

Chung Lu Investment Co.,Ltd
Representative :Ho Cheng-Jung

3

100%

Supervisor

Chung Lu Investment Co.,Ltd
Representative :Lee Chao-Fu

5

100%

Supervisor

Yueh Sheng Investment Co.,Ltd.
Representative : Chan Fu-Ju

3

100%

Term of office ended on May 29, 2019

Supervisor

Huang Lu Investment Co.,Ltd.
Representative : Chan Chi-Che

4

80%

Newly elected on May 30, 2019

Other mandatory notes:
1. The composition and duties of supervisors:
(1) Communication between the Supervisors and the Company's employees and shareholders: Supervisors can communicate
with employees or shareholders through spokespersons, the Board of Directors, and various reports of the shareholders'
meeting, or channels (e.g., telephone call, fax, email, etc.).
(2) Communication between the Supervisors and internal audit supervisor and CPAs:
A.Independent Directors and Supervisors communicate irregularly with the Company's internal audit supervisor through the
Board of Directors, telephone calls, and emails, and internal audit supervisor shall submit reports on the implementation
of the Group's internal audit and internal control. In addition, monthly internal audit report and follow-up improvement
progress shall be submitted to Independent Directors and Supervisors via written mails for their review.
B.The Company's Independent Directors and Supervisors communicate with CPAs through the Board of Directors, and the
CPA shall present explanation each year during the issue of the semi-annual and annual financial reports, and discuss with
the Independent Directors and Supervisors on the circumstances and trends of future legislative amendments.
2. If the Supervisor expressed opinions during his/her present at the Board of Directors meeting, the date and session of the meeting,
the content of the proposal, the outcome of the resolution of the Board of Directors and the Company's handling of the
Supervisor’s opinions shall be stated: None.
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(3) Corporate governance and its difference from the "Corporate Governance Best-Practice Principles for TWSE/TPEx Listed Companies" and its
root cause
Operation status
Assessment Item
1.Does the Company have the Corporate
Governance Best-Practice Principles enacted
and disclosed in accordance with the “Corporate
Governance Best-Practice Principles for
TWSE/TPEx Listed Companies?”
2.The Company's equity structure and
shareholders' equity
(a) Has the Company enacted internal
operating procedures for handling
shareholders' suggestions, concerns,
disputes, and litigation matters, and
has it handled in accordance with the
procedures accordingly?
(b) Has the Company had the list of the
major shareholders who actually
controlled the Company and the
ultimate controllers of the major
shareholders?
(c) Has the Company established and
implemented the risk control and
firewall mechanisms between the
Company and the associated
companies？
(d) Has the Company enacted internal
standards to prohibit insiders from
using undisclosed information to
trade securities?

Yes

No

Explanation

Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons

V

The Company has enacted and disclosed its "Guidelines for Corporate Governance" on the
Company's website and Market Observation Post System (MOPS).

No difference

V

In addition to entrusting stock affairs agency to handle related business, the Company also has an
e-mail and a complete structure of spokesperson and acting spokesperson system established in
accordance with the law to handle shareholders' suggestions.

No difference

V

The Company can effectively have information on the shareholdings of Directors, managerial
officers and major shareholders holding more than 10% of the shares, and register relevant
information in accordance with regulations.

No difference

V

The Company has established relevant management systems and methods to supervise subsidiaries
in accordance with laws and regulations, to properly control the risks between the Company and
affiliated companies and establish appropriate firewalls.

No difference

V

The Company has established the "Codes of Ethical Conduct" and "Internal Material Information
Processing Procedures" to regulate the relevant conducts, and correctly informed the Company's
insiders to strictly abide by them. For any newly appointed insiders, the Company will provide
relevant information on the regulations concerning insider trading, and have them sign a statement
to ensure that the insiders understand the laws and regulations.

No difference
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Operation status
Assessment Item

Yes

No

Explanation

Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons

The Company held new employee training from May 23 to May 24 and May 28 to May 29, 2019.
The training includes factory introduction, environmental safety management, fire drills, corporate
ethics, confidential operations of material information, and advocacy of the Company’s important
regulations. In addition, the various regulations are announced on the Company's electronic bulletin
board for domestic and overseas employees.
On May 30, 2019, the new Directors and Supervisors were re-elected in the shareholders’ meeting,
and they were immediately informed of the regulations on insiders and signed a confidentiality
agreement, prohibiting the disclosure of material information and never using material information
to conduct equity trading during the trading prohibition period.
3.Composition and Responsibilities of the Board
of Directors
(a) Has the Company established a
diversification policy for the
composition of its Board of Directors
and has it been implemented
accordingly?

V

1.The Company's "Corporate Governance Best Practice Principles" already has diversification
regulations on the composition of board members, and the background and professional aspects
of the relevant members are also considered. The members of the Board of Directors should
generally possess the knowledge, skills and literacy necessary to perform their duties, and use
their holistic capabilities, such as operational judgment capabilities, accounting and financial
analysis capabilities, operational management capabilities, crisis management capabilities,
industry knowledge, international market perspective outlook, leadership, and decision-making
capabilities.
2.The Company's Board of Directors has a total of 7 Directors and 2 Supervisors. All the Directors
and Supervisors have extensive experience in management and industry, and provide the most
professional strategic guidance for the Company's future development. In order to emphasize
gender equality, the Company had a complete re-election of the Board of Directors and
Supervisors in 2019, and a new female director is included in the Board. A new female director
member and an independent director will be added in the next term.
3.Among the members of the Board of Directors, 22% also serve as employees, 22% are
Independent Directors, and 11% are female. Both Independent Directors have a tenure of less
than 6 years. Two of the members are over 70 years old, two are between 60 to 69 years old, and
five are under 45 years old. The Directors, Chan Ho-Po, Chen Chung-Hsiung, Tsai Hsun-Hsiung
and Lee Chao-Fu, are good at operational judgment, management, and crisis management, and
have international market perspective, leadership, and decision-making capability. The
Independent Director, Tsai Hsun-Hsiung, served as the Minister of the Environmental Protection
Administration, the Executive Yuan, provides professional advice on corporate responsibility;
The Independent Director, Chen Hsien-Yeh, is a professor at National Taiwan University,
providing industry knowledge and R & D guidance to the Company. Lee Yung-Chien and Chang
Chen-Yun have considerable experience in the down and home textile
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No difference

Operation status
Assessment Item

Yes

No

Explanation

Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons

industries, providing the Company with many industrial strategy guidance; Chan Chi-Che
majored in finance and worked in large financial institutions such as banks and securities firms
with rich financial background, bringing professional financial guidance to the Company; Chan
Fu-Ju used to work for Kwong Lung Japan Co.,Ltd., and has extensive industry experience and
international market perspective.
(b)

Other than the Remuneration
Committee and the Audit Committee
which are required by law, does the
Company voluntarily set up other
functional committees of Board?

(c)

Has the Company established
evaluation policy and method for the
performance of its Board of
Directors, and conducted
performance evaluation regularly
every year? In addition, has the
Company conducted regular
performance evaluations, reported
the results of the performance
assessment to the Board of Directors,
and applied them to individual
directors' remuneration and
nomination renewal reference?

(d)

Does the Company regularly assess
its attest CPA’s independence?

V

V

V

The Company does not have an Audit Committee and other functional committees. Currently, the
Supervisors are serving the functions of the Audit Committee.

1.On August 14, 2019, the Company's Board of Directors approved the amendments to the
“Regulation of Self-Evaluation of the Board of Directors”.The results of the 2019 internal
performance assessment of the Board of Directors were completed on December 4, 2019, and
the report was submitted to the Board of Directors on December 13, 2019.
2.In addition to assessing the overall operation of the Board of Directors, the Company also
assessed the performance of individual Directors. For the assessment indicators, please refer to
Page 23 of the annual report.
1.The results of the 2019 board performance assessment are as follows:
1).The performance assessment results of the Board of Directors, with an average score of 4.72
points / 5 points in each aspect, were excellent.
2).The performance assessment results of the Board members, with an average score of 4.78
points / 5 points in each aspect, were excellent.
2.When the Company's Board of Directors selects or nominates Directors (including Independent
Directors), the performance assessment results of individual Directors are used as the reference
basis for selection or nomination, and as the reference basis for individual's remuneration.
In accordance with the Company's "Guidelines for Corporate Governance,” the Finance Division
assesses the independence and suitability of appointed CPAs once a year. The assessment method
is to list 15 assessment indicators (e.g., the CPA has not served for more than 7 years, has not served
as the Company's Director, Supervisor, managerial officer, or in positions that have a significant
impact on audit cases in the past two years, has no direct or indirect material financial interest
relationship with the Company, and has no potential employment relationship with the
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It will be handled in a
timely manner
depending on the
Company’s actual
operating needs in the
future.
No difference

No difference

Operation status
Assessment Item

4.Has the company established a designated (or
concurrent) corporate governance unit or
personnel to be in charge of corporate
governance affairs (including but not limited to
provide information required for Directors' and
Supervisors' operations execution, handle
minute-related matters of board meetings and
shareholders’ meetings in accordance with the
law, handle corporate registration and
amendment registration, prepare minutes of
board meetings and shareholders meetings,
etc.)?

Yes

V

No

Explanation
Company). The assessment results of the most recent two years were reported to the Board of
Directors on December 14, 2018 and December 13, 2019, respectively. The assessment results were
that the attest CPAs had independence, and the CPAs were requested to issue an independence
statement.
The Company set up the corporate governance supervisor on March 27, 2020 to be concurrently
served by the Chief Finance Officer, Ma Tien-Li, responsible for protecting shareholders' equity
and strengthening the functions of the Board of Directors. The Chief Finance Officer has more than
three years of experience in the management of finance and deliberations in public companies, and
has two subordinate corporate governance personnel, responsible for providing Directors and
Supervisors with information needed to perform their business, assisting Directors and Supervisors
to comply with laws and regulations, and handling matters related to the meetings the Board of
Directors and shareholders' meeting in accordance with the law.
The business performance in 2019 is as follows:

Assist Independent Directors and Directors to perform their duties, provide necessary
information, and arrange Directors' further training.

Review the confidentiality level of the relevant information, provide the Company's
information required by the Directors, and maintain open communication between Directors
and the business executives.

Assist the compliance matters of the meeting procedures and resolution of the Board of
Directors and shareholders' meeting, confirm whether the shareholders' meeting and board's
meeting complies with the relevant laws and the corporate governance best-practice
principles.

Assist and remind the Directors of the laws and regulations that should be complied with
when executing business or making a formal resolution of the Board of Directors, and make
suggestions when the Board of Directors is making an illegal resolution.

For the release of material information of important resolutions of the Board of Directors,
ensure the legality and correctness of the content of the material information so as to ensure
investors’ trading information symmetry.

Maintain investor relations.

Provide the meeting agenda to the Directors 7 days prior to the meeting, and convene the
meeting and provide the meeting materials. If the agenda requires recusal, reminder should
be given in advance, and the minutes book should be completed within 20 days after the
meeting.
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Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons

No difference

Operation status
Assessment Item

Yes

No

Explanation

Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons



5.Has the Company established a means of
communicating with its stakeholders (including
but not limited to shareholders, employees,
customers, suppliers, etc.), set up a Stakeholders
Section on its Company website, and responded
to stakeholders’ concerns on material issues of
corporate social responsibilities?
6.Has the Company appointed a professional
share registrar agent to handle the matters of its
shareholders’ meetings?
7.Information Disclosure
(a) Has the Company established a
corporate website to disclose
information regarding its financials,
business and corporate governance
status?
(b) Does the Company use other
information disclosure channels
(e.g., maintaining an Englishlanguage website, designating staff
to handle collection and disclosure of
company information, appointing
spokespersons, placing the videos of
institutional investor conferences on
the Company’s website, etc.)?

V

Handle the advance registration of the shareholders' meeting date in accordance with the law,
prepare the meeting notice, the meeting proceedings, and the minutes book within the
statutory period, and handle the change registration for the amendment to the Articles of
Association or the re-election of Directors.
The Company has established a stakeholder area on the website. People can contact the Company
at any time via E-mail or by phone. The communication channel is open and the Company will
handle it appropriately according to the practical situation.

No difference

V

The Company has appointed a share registrar agent to handle the matters of its Shareholders'
Meeting.

No difference

V

The Company's website is at www.klf-group.com and is staffed with information on financial,
business and corporate governance.

No difference

V

1.The Company has fully disclosed the latest news of products and services, technology research
and development, investor section, human resources and the Company in Chinese, English and
Japanese on the website, and disclosed information related to the Company's finance and
corporate governance by a link to the Market Observation Post System.
2.The Company assigns dedicated personnel to be responsible for the disclosure of material
information and the input of the information to the Market Observation Post System timely.
3.The Company has a spokesperson system with a complete structure according to law. The Special
Secretary, Li, Zong-Heng, is the spokesperson, and the Assistant Vice President, Xu, Li-Ting, is
the acting spokesperson.

No difference
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Operation status
Assessment Item
Does the Company announce and
register the annual financial report
within two months after the end of
the fiscal year, and announce and
register the first, second, and third
quarter financial reports and the
monthly operating situation before
the prescribed deadline?
8.Has the Company disclosed other material
information (e.g., including but not limited to
interests of employees, employee care, investor
relations, supplier relations, rights of
stakeholders, Directors' and Supervisors'
training records, the implementation of risk
management policies and risk measurement
standard, the implementation of customer
relations policies, the liability insurance
acquired by the Company for Directors and
Supervisors, etc.) to facilitate a better
understanding of its corporate governance
practices?

Yes

(c)

V

Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons

No

Explanation

V

The Company always announces and registers the financial reports and the monthly operation
situation within the stipulated period, and there has not been any early announcement. It will be
handled in a timely manner depending on the Company's actual operating needs in the future.

It will be handled in a
timely manner
depending on the
Company’s actual
operating needs in the
future.

1.Employees' rights and care for employees: Please refer to Page112~Page117 of the annual report.
2.Investor Relations
 In addition to having information on the Market Observation Post System for inquiries, the
Company has set up an "Investor Section" on the Company's website, regularly updating
various financial and stock affairs related information for investors. There is also a contact
point to service investors and shareholders, serving as a two-way communication channel
between the public and the Company.
 In addition, the Company is occasionally invited to participate in institutional investor
conferences held by large securities firms to provide the Company's financial overview. The
Company uploads the briefing information of the institutional investor conferences on the
Market Observation Post System and the Company's website for investors.
3.Stakeholders' rights
 The Company sets up a spokesperson and an acting spokesperson to handle related questions
and suggestions, but if legal issues are involved, the Company would have lawyers to handle
the matters, in order to maintain the lawful rights.
 The Company has set up various contacts on the Company's website for stakeholders,
upholding the principle of good faith and responsible attitude, and properly fulfills corporate
social responsibility.
4.Directors' and Supervisors' training:The number of training hours for Directors and Supervisors
in 2019 complied with the regulations set forth in the "Directions for the Implementation of
Continuing Education for Directors and Supervisors of TWSE Listed and TPEx Listed
Companies," totaling 69 hours, with an average of 7.6 hours per Director or Supervisor.

No difference
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Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Operation status
Assessment Item

Yes

No

Explanation

Title

Name

Date
2019/11/08

Chairman

Chan Ho-Po
2019/12/13

Director

Director

Lee YungChien

Chang ChenYun

2019/11/08
2019/12/13
2019/11/08
2019/12/13
2019/04/26

Director

Chen ChungHsiung

2019/10/22
2019/11/08
2019/12/13
2019/11/08

Director

Chan Fu-Ju
2019/12/13
2019/08/14

Independent
Director

Tsai HsunHsiung

2019/11/07
2019/11/08
2019/12/13

Independent
Director

Chen HsienYeh

2019/11/08
2019/12/13
2019/11/08

Supervisor

Chan Chi-Che
2019/12/13
2019/04/26

Supervisor

Lee Chao-Fu

2019/11/08
2019/12/13
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Organizer

Course

Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association

CRS and tax haven-the latest trends and legislative
impact
Improving corporates' ability to prepare financial
reports and strengthening corporate governance
CRS and tax haven-the latest trends and legislative
impact
Improving corporates' ability to prepare financial
reports and strengthening corporate governance
CRS and tax haven-the latest trends and legislative
impact
Improving corporates' ability to prepare financial
reports and strengthening corporate governance
Grasping the global economic situation and
technological pulse_Key issues for enterprises
Prosecutors' view of corporate governance, a talk
about illegal securities cases
CRS and tax haven-the latest trends and legislative
impact
Improving corporates' ability to prepare financial
reports and strengthening corporate governance
CRS and tax haven-the latest trends and legislative
impact
Improving corporates' ability to prepare financial
reports and strengthening corporate governance
The impact of China-U.S. Trade War on
Taiwanese enterprises and countermeasures
Directors' and supervisors' liability for financial
statement fraud
CRS and tax haven-the latest trends and legislative
impact
Improving corporates' ability to prepare financial
reports and strengthening corporate governance
CRS and tax haven-the latest trends and legislative
impact
Improving corporates' ability to prepare financial
reports and strengthening corporate governance

Taiwan Corporate
Governance Association

CRS and tax haven-the latest trends and legislative
impact

Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association
Taiwan Corporate
Governance Association

Improving corporates' ability to prepare financial
reports and strengthening corporate governance
Grasping the global economic situation and
technological pulse_Key issues for enterprises
CRS and tax haven-the latest trends and legislative
impact
Improving corporates' ability to prepare financial
reports and strengthening corporate governance

Hours
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3

Operation status
Assessment Item

Yes

No

Explanation
5.Risk management policies: Please refer to Page38 of the annual report.
6.Supplier relationship: Please refer to Page48 ~Page50 of the annual report.
7.Implementation of customer policies
 Kwong Lung has a customer complaint channel and has established a consumer litigation or
compensation application procedure. Since its establishment, Kwong Lung has always
attached great importance to customers' satisfaction with Kwong Lung's various services and
recognition of brand value and service quality, providing complete product solutions and
developing various innovative products. As long as there are doubts about any quality, Kwong
Lung will definitely clarify the problem and will not evade its own responsibilities.
 Regularly investigate customer satisfaction internally, as suggestions for improvement. The
Company looks forward to having mutual benefit and reciprocity with customers like
partners, understands customer requirements in each interaction, and confirms whether the
Company can meet customer expectations. When customers are dissatisfied, the Company
will make adjustment according to customers’ needs to ensure that customers are satisfied
and Kwong Lung actively displays a positive image as a trustworthy enterprise. For each of
customers’ information, Kwong Lung will properly manage and control it internally, and
strictly prohibit the leakage of information and other violations of customers’ privacy.
 Have responsible units to handle product R&D, production delivery, or maintenance services,
in order to ensure that the service is provided within the shortest time. In addition, the
Company also regularly arranges meetings to communicate with customers. If the satisfaction
level does not reach the standards, the responsible unit must implement the improvement
strategy, and performance reviews will be conducted at the supervisors’ management meeting
as the basis for continuous improvement of customer satisfaction.
 Regularly conduct internal review on customer-end issues, such as product return, repair, and
recovery, and improve and review customer’s problems, through defect analysis to improve
abnormalities in the factory, in order to achieve customer satisfaction.
 Conduct credit checking on customers every year, and purchase Account Receivables
Insurance to minimize the risk of bad debts.
6.The Company's purchase of liability insurance for Directors and Supervisors: The Company has
purchased the Directors and Officers Liability Insurance for the insured amount of US$10 million
for the Directors and Supervisors, for the insurance period from January 15, 2020 to January 15,
2021. The insured amount, coverage, and premium were reported to the Board of Directors on
March 27, 2020.
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Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Deviations from “the
Corporate Governance
Best-Practice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Operation status
Assessment Item

Yes

No

Explanation

9.Specify the improvement of corporate governance with reference to the evaluation of corporate governance by the Corporate Governance Center of Taiwan Stock Exchange Corporation in
the most recent year, and the priority measures taken for issues pending on improvement:
(1) Improved situation: According to the 2019 annual governance evaluation results, the Company's main improvements are described as follows:
 Disclose the financial report in English.
 Hold the regular shareholders' meeting before the end of May.
 Prepare the annual report in English
 Disclose the implementation of the diversification policy of the board members on the Company's website and in annual reports.
 Have one female director in the Company's Board of Directors.
(2) The Company will continue to assess the feasibility of future improvements for those that have not yet scored thereof.

(4) Composition, responsibilities, and operations of the Remuneration Committee
1) Information of the Remuneration Committee members
Conditions

Identity
(Note 1)
Name

Independen
t Director
Independen
t Director
Others

Whether with more than five years of work experience or not?
And the following professional qualifications
A Judge, Public
Prosecutor,
An instruction or higher
Attorney, Certified
With work
position in a Department
Public
experience in
of Commerce, Legal
Accountant, or Other
the areas of
Affairs,Finance,
Professional or Technical Commerce, Legal
Accounting,or Other
Specialist who has
Affairs,
Academic Department
passed
Finance,or
Related to the Business
a national examination
Accounting, or
Needs of the Company
and
otherwise
in a Public or Private
been awarded a
necessary for the
Junior College,College,
Certificate
business of the
or University
in a profession necessary Company
for the business of the
Company


Tsai Hsun-Hsiung
Chen Hsien-Yeh






Xu Jia-De
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Meet the independence
criteria(Note 2)
Number of
other publicly
listed companies
in which the
individual is
concurrently
serving as an
Remuneration
Committee
member

Remarks

1

2

3

4

5

6

7

8

9

10





















1

-





















0

-





















0

-

Note 1:
Note 2:

For identity, please fill in Director, Independent Director, or others.
For members, during the two years prior to being elected and during the term of office, meeting any of the following situations, please tick the
appropriate corresponding boxes:
(1)
Not an employee of the Company or any of its affiliated;
(2)
Not a Director or Supervisor of the Company or any of its affiliated, unless the person is an Independent Director of the Company, its
parent company, or any subsidiary, as appointed in accordance with the laws of the Republic of China or with the laws of the country
of the parent company or subsidiary;
(3)
Not a natural-person shareholder who holds shares, together with those held by the person’s spouse and minor children, or by nominees,
amounted to more than one percent of the total issued shares of the Company or ranks as one of its top ten shareholders;
(4)
Not a spouse, relative within the second degree of kinship, or lineal blood relative within the third degree, of any of the managerial
officers listed in (1) or the personnel listed in (2) and (3);
(5)
Not a Director, Supervisor, or employee of a corporate/institutional shareholder that directly holds five percent or more of the issued
shares of the Company, ranks as of its top five shareholders, or appoints a representative as the Company’s Director or Supervisor in
accordance with Paragraph 1 or 2, Article 27 of the Company Act, unless the person is an Independent Director of the Company, its
parent company, or any subsidiary, as appointed in accordance with the laws of the Republic of China or with the laws of the country
of the parent company or subsidiary;
(6)
Not a director, supervisor, employee of the other company controlled by the same person holding a director seat or more than half of
the voting rights of the Company, unless they are concurrently serving as independent directors established by the Company and its
parent company, its subsidiary or a subsidiary of the same parent company in accordance with this Act or the local laws of the country
of the company.
(7)
Not a director, supervisor, or employee of the other company or organization whose chairperson, president or the person of equivalent
position is the same as the person of the Company or their spouse, unless they are concurrently serving as independent directors
established by the Company and its parent company, its subsidiary or a subsidiary of the same parent company in accordance with this
Act or the local laws of the country of the company.
(8)
Not a director, supervisor, managerial officer or shareholder holding more than 5% of shares of the specific company or organization
having financial or business association with the Company, unless the particular company or organization holds more than 20%, but
not more than 50%, of the Company's total issued shares, and they are concurrently serving as independent directors established by the
Company and its parent company, its subsidiary or a subsidiary of the same parent company in accordance with this Act or the local
laws of the country of the company.
(9)
Not a professional individual, proprietor, partner, director, supervisor, or managerial officer, or a spouse thereof of a sole proprietorship,
partnership, company, or institution that provides audit services, or provides commercial, legal, financial, accounting related services,
receiving less than NT$ 500,000 in the past two years, to the Company or to any affiliate of the Company, unless they are members of
the Salary and Compensation Committee, Public Tender Offer Review Committee, or M & A Special Committee performing their
functions and powers in accordance with the relevant laws and regulations of the Securities and Exchange Act or the Business Mergers
And Acquisitions Act.
(10) Not having any situation specified in Article 30 of the Company Act.

2) Information on the operations of Remuneration Committee
(a) The Company's Remuneration Committee has 3 members.
(b) Tenure of current members: From July 18, 2019 to May 29, 2022. In 2019, the
Remuneration Committee met four times [A], and the members’ qualifications and
attendance are as follows:
Title

Name

Attendance
in Person (B)

By Proxy

Attendance
Rate
in Person(%)
(B/A)(Note)

Convener

Tsai HsunHsiung

4

0

100%

Member

Lee Chao-Fu

2

0

100%

Member

Chen Hsien-Yeh

2

0

100%

Member

Xu Jia-de

4

0

100%

Remarks
Reappoint on July
18, 2019
Term ended on
May 29, 2019.
New appoint on
July 18, 2019
Reappoint on July
18, 2019

Other mandatory notes:
1. If the Board of Directors did not adopt or amend the recommendations of the Remuneration Committee,
it shall state the date and session of the Board of Directors meeting, the content of the proposal, the results
of the resolutions of the Board of Directors, and the Company's handling of the opinions of the
Remuneration Committee (If the remuneration passed by the Board of Directors is better than the
Remuneration Committee's recommendations, the differences and reasons shall be stated.) shall be stated:
None.
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2.

3.

For the resolution of the Remuneration Committee, if any member has objections or reservations and has
a record or written statement, the date of the Remuneration Committee meeting, session, content of the
proposal, the opinions of all members and the treatment of the members' opinions shall be stated: None.
The proposals and resolutions of the Remuneration Committee meetings and the Company's handling of
the members' opinions:

Remuneration
meeting date
2019.03.04

2019.04.23

2019.07.23

2019.11.29

Proposal

Resolution

1. Proposal of 2018 distribution of remuneration to Directors
and Supervisors.
2. Proposal of 2018 distribution of remuneration to senior
managerial officers.
1. Proposal of the 2018 second distribution of employee stock
warrants certificates
2. Proposal of 2019 salary adjustment for senior managerial
officers.
3. Amendment to the Regulations Governing Salary Structure.
1. Amendment to the Regulation of Self-Evaluation of the
Board of Directors.
2. Amendment to the Regulations Governing the Distribution
of Remuneration to Directors and Supervisors.
3. Amendment to the Regulations Governing Salary Structure.
4. Proposal of the appointment and salary of the Executive
Director.
1. Amendment to the Regulations Governing Employee
Welfare.
2. Proposal of the salary for the Chairman currently serving as
the General Manager of P&B Collection Co.,Ltd.
3. 2019 Promotion of Senior Managerial Officers.
4. Proposal of the 2019 project salary adjustment for senior
managerial officers.

Company's
handling of
opinions

Approved by all
Remuneration
Committee
members in attendance.

Approved by all
directors in
attendance.

Approved by all
Remuneration
Committee
members in attendance.

Approved by all
directors in
attendance.

Approved by all
Remuneration
Committee
members in attendance.

Approved by all
directors in
attendance.

Approved by all
Remuneration
Committee
members in attendance.

Approved by all
directors in
attendance.

3) Remuneration Committee responsibility
(a) To assist Board of Directors in setting and regularly reviewing policy and system for
directors, supervisors and manager performance assessment and remuneration.
(b) Periodically evaluate and determine the achievement of performance targets of directors,
supervisors and managers, and determine the content and amount of individual
remuneration based on the evaluation results obtained from performance evaluation
standards.
(c) The review and evaluation of the company's salary and compensation information in 2019
are as follows:
Remuneration meeting
date

Proposal

2019.03.04

Proposal of 2018 distribution of remuneration to Directors and Supervisors.
Proposal of 2018 distribution of remuneration to senior managerial officers.

2019.04.23

Amendment to the Regulations Governing Salary Structure.

2019.07.23

Amendment to the Regulations Governing the Distribution of Remuneration to Directors
and Supervisors.
Amendment to the Regulations Governing Salary Structure.
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(5) Performing social responsibility and deviations from Corporate Social Responsibility Best Practice Principles for TWSE/TPEx listed companies
and reasons
Operating status
Assessment item
Yes
1.Does the Company conduct risk
assessments on environmental, social and
corporate governance issues related to the
company's operations in accordance with
the principle of materiality, and formulate
relevant risk management policies or
strategies?

V

No

Explanation
Kwong Lung holds regular meetings on risk management and control, and each business department
periodically proposes improvement plans and specific plans to achieve the goal of continuous operation.
At present, Kwong Lung’s affected operational goals are classified into strategic risk, operational risk,
financial risk and disaster risk. In response to the Group's policies, a preventive mechanism is built to
strengthen the response capability to achieve the disaster prevention goal and reduce the Company's risk
impact to a controllable range.
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Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

No difference

Operating status
Assessment item
Yes
2.Does the Company have a designated
（concurrent） unit to promote corporate
social responsibility and the high level
management authorized by the Board of
Director to handle the process and report
the result to the Board of Directors?

3.Environmental issues
(a) Does the Company establish an
appropriate environmental
management system according to its
industrial characteristics?

No

Explanation

Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

V

Kwong Lung has established a Corporate Social Responsibility Office for the CEO to set up crossdepartmental and cross-subsidiary management units. The management teams will work together to
formulate plans for environment, sustainable development, and social responsibility, compile relevant
implementation results information and the negotiations results with stakeholders to prepare the corporate
social responsibility report, and submit it to the Board of Directors every year. The 2018 Corporate Social
Responsibility Report and the communication with various types of stakeholders were submitted to the
Board of Directors on November 8, 2019.

No difference

V

The Company actively maintains close cooperative relations with third-party external units, fulfills
corporate social responsibility, comprehensively improves green supply chain capabilities, manages and
optimizes green production processes, and actively invests in energy conservation, water conservation and
ecological environment protection. In addition, the Company has obtained various certifications. For
various certifications, please refer to Page 54~ Page 57 of the annual report.

No difference
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Operating status
Assessment item
Yes
(b) Is the Company committed to enhance
the utilization efficiency of resources
and the use of renewable materials
with low environmental impact?

V

(c) Does the Company assess the potential
risks and opportunities of climate
change to the company now and in the
future, and take measures to deal with
climate-related issues?

V

(d) Does the Company measure
greenhouse gas emissions, water
consumption and total weight of waste
in the past two years, and formulate
policies for energy saving and carbon
reduction, greenhouse gas reduction,

V

No

Explanation
1.Down and feather are agricultural wastes taken after the ducks and geese are slaughtered, so the down
industry is originally an industry for waste recycling.
The "Life Cycle Assessment" (abbreviated as LCA ) is an assessment method wit high reference value.
It assesses products or services in the life cycle stages of raw material acquisition, manufacturing,
distribution and sales, use to waste disposal and recycling, on the potential environmental impact of
inputs and outputs. In this way, problems can be identified and improved, and the trade-off between
different materials and products can also be assessed.
The International Down and Feather Bureau (IDFB) conducted a life cycle assessment (LCA) of down
filling materials to understand the environmental impact of down and compare down materials with
polyester fibers. The research results show that the impact of down raw materials on the environment is
reduced by about 85% -97%, compared with that of polyester fibers, and the impact of polyester filling
materials on climate change is 18 times higher than that of down materials. Therefore, the impact of
down filling on the environment is far lower than that of chemical fiber.
2.Actively carry out various sustainable certifications and establish energy resources and chemical
management systems, such as boiler equipment heat recovery for reuse, increasing process water
recovery ratio, reducing clean water usage and wastewater discharge, zero hazardous chemicals,
establishment of traceability of raw materials, and reducing energy consumption. Please refer to P40~
P42 for the related resource utilization.
In view of the growing effects of global warming and climate change caused by greenhouse gases, energy
conservation and carbon reduction have become the most important policy strategies in Taiwan. In the
spirit of environmental friendliness, reducing energy use and reducing carbon dioxide emission are the
issues Kwong Lung has been actively engaged in to implement a “green supply chain.” The Company
intends to establish an energy baseline and energy performance indicators through an energy management
system, in order to effectively manage energy use and improve energy efficiency. Through PDCA for the
continuous improvement, the Company shall achieve the goal of systematic energy management, improve
energy efficiency, reduce energy costs, and reduce greenhouse gas emissions.
1.Reuse of water resources:The textile industry is a traditional industry, but Kwong Lung adopts the
production and management model of the technology industry to implement the Total Production
Innovation, to improve cost and efficiency issues from multiple aspects of manufacturing management,
raw material management and energy management.
Kwong Lung actively adjusts the production equipment and process, and the utilization rate of recovered
water is maintained at more than 50% every year. The total water intake in 2019 was higher than that in
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Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

No difference

No difference

No difference

Operating status
Assessment item
Yes
water use reduction or other waste
management?

No

Explanation
2018, but the utilization rate of recovered water was increased by 1%. In the future, the Company
will focus on the improvement of wastewater treatment efficiency and water washing process to
greatly reduce the use of fresh water and wastewater discharge, achieving high-efficiency water
reuse. It is expected that the recovery rate in 2020 will exceed 65%; The unrecovered wastewater is
treated by equipment, and after the water quality reaches the discharge standard set by the
government, it will be discharged to the water body approved by the environmental protection unit.

2.Reuse of waste resources:As the sludge also increases with the increasing total output year by year, and
suppliers no longer recycle down packaging materials since 2017, the amount of general business waste
increases in 2018. Kwong Lung is still actively sorting and recycling waste, and the amount of general
business waste was greatly reduced in 2019.
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Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Operating status
Assessment item
Yes

No

Explanation
Recycling of Wastes in the Factory in Taiwan
Item

2017

2018

Unit: Ton

2019

Waste Residues
from Fumigation

0.44

0.48

0.19

Activated Sludge

99.94

113.63

159.31

General Business
Waste

51.09

79.37

42.95

Total

151.47

193.48

202.45

Treatment method

Incineration
treatment
(Decided by the
treatment firms)

3.Kwong Lung's Down Raw Materials Division is mainly engaged in the production of down products.
The main energy resources in the manufacturing process of the factory are the two major items: boiler
energy consumption and process power consumption. Therefore, how to improve production efficiency
to save energy is extremely important. The relevant explanations are as follows:
 Boiler equipment heat recovery:Install heat energy reflux device to recover the heat energy of the
condensated water in the dryer to the boiler for use, reducing energy use.
 Optimize the operation of air compressor equipment:Adjust the sorter process plus AIR blowing
to the phased blowing optimization, improving the use efficiency of electricity energy.
 Optimize the operation of blowers in the waste water facility:Install inverters in the blowers in the
biological tank of the waste water facility to improve the efficiency of electricity use.
 Replace the fluorescent tubes in the factory area: Replacing with LED lamps to improve the
efficiency of electricity use.
 Replace motors in process equipment with inverter motors: Use the inverters to adjust the
frequency, reduce the starting current, and improve the stop frequency of the motor, reducing the
wear and tear.
 Reduce energy consumption in waste water facility: Review the electricity consumption of each
treatment section, and switch the filter bucket backwash mode and aerator in the retention basin to
manual operation, in order to avoid unnecessary waste.
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Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Operating status
Assessment item
Yes

No

Explanation
In recent years, Kwong Lung has continuously optimized the process, actively improves and increases
production equipment efficiency, invests in automated modes, reduces production standby time, and
shortens agent reaction time, substantiating the goal of reducing energy consumption. Therefore, even
though the production continues to increase every year, Kwong Lung’s energy use and energy density
still has excellent performance. The comparison between electricity consumption and output value in the
past three years is as follows:
Year
Total power
consumption
Total thermal energy
consumption

2017

2018

Unit

2019

10,399,320

11,329,560

10,443,960

[Million joules/year]

9,516,424

9,695,163

8,455,024

[Million joules/year]

Electricity density

2.4

2.3

2.4

[Million joules/per kg of down produced]

Thermal energy
density

1.8

2.1

1.9

[Million joules/per kg of down produced]
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Operating status
Assessment item
Yes

No

Explanation
4.Low transportation strategy:Since the large-scale avian flu incident, countries have adopted strict
quarantine policies for the import and export of down. Cross-border transportation has its own complex
quarantine procedures, which affect the delivery speed and production of finished products. In addition,
with the advent of the era of high oil prices, the cost of long-distance transportation has also increased,
greatly increasing production costs. However, the attention on products’ carbon footprint is gradually
increasing. The carbon emissions of long-distance and cross-border transportation are also one of the
key factors affecting the carbon emissions of down products. Therefore, Kwong Lung adopts a low
transportation strategy and is close to the main garment production areas. The Company set up
production bases for down products, located in Kunshan (Shanghai), Zhongli(Taiwan) and Meko
(Vietnam), to reduce the transportation distance and quarantine complexity according to geographical
advantages and quickly deliver products to customers’ production lines. The production technology and
quality of these plants are synchronized to provide the same high quality down products. Customers can
specify the production area according to their production planning of the product, shortening scheduling
and product carbon emissions.
5.Through the improvement in production process and equipment, the carbon emissions can be controlled
in the use of energy. The total carbon emissions from the manufacturing process, self-calculated by
electricity and heat used, result in a carbon emissions of 0.53 kg CO2e per kilogram of down products
produced in 2019, which is closed to the 0.58 kg CO2e calculated in 2018. The number is expected to
fall below 0.5 kg CO2e in 2020. In response to the global environmental awareness and low carbon
emission requirements, Kwong Lung combines the advantages of low carbon emissions and the
development of new green processes, from the gathering of down raw materials to the production of
down products that are friendly to people and the environment, to produce the first choice for future
warm materials.
In addition, the textile industry is one of the main sources of greenhouse gas (GHG) production. Not
only the greenhouse gas emissions, but also the types of gases produced during the production process
are worthy of attention. For example, for nylon production, N3O emissions are 300 times higher than
carbon dioxide emissions, and N3O emissions can reach to the atmosphere and destroy the stratospheric
ozone layer. To understand the production of greenhouse gases, the energy needed to produce the fiber
must be understand first. For synthetic fibers, the production process consumes a relatively high amount
of energy. A study conducted by the Stockholm Environment Institute on behalf of the Bioregional
Development Group pointed out that the energy used to produce one ton of synthetic fiber is much higher
than that of natural fiber.
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Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Operating status
Assessment item
Yes

No

Explanation
However, down has the advantage of being environmentally friendly and low greenhouse gas emissions,
compared to other natural or synthetic fibers. Down is the waste of the waterfowl farming industry, but
it is the lightest and most warm natural fiber. Kwong Lung purchases down raw materials from the
global waterfowl farming industry, which not only increases farmers' income, but also reduces the
environmental burden.
The implementation of ISO 50001, the optimization of production process, reducing the process time
of functional down, installing heat energy reflux device, and recovering the heat energy of the
condensated water in the dryer to the boiler for use allow Kwong Lung to reduce energy use and to
reduce greenhouse gas emissions. According to a study conducted by the New Zealand Wool
Association, the total energy required to produce natural fibers is slightly less than that of synthetic
fibers, and the energy consumption of down raw materials from the supply end to the final end is much
lower than that of chemical fibers and natural fibers such as cotton or wool.
Greenhouse Gas Inventory in the Factory Area in Taiwan
Year

2017

2018

2019

Total carbon emissions

2,336,127

2,492,892

2,260,674

[Kg CO2e /Year]

0.53

[Kg CO2e /per kg of
down produced]

Carbon emission density

0.55

0.58

Unit

Note: The greenhouse gas inventory is self-declared, and the factors are derived from Greenhouse Gas
Emission Factor Management Table 6.0.4 (June 2019) by the Environmental Protection
Administration, 2017 Electricity Emission Factor (0.554 CO2e/kWh) is quoted from the data
announced by the Bureau of Energy every year, and the GWP value is based on the IPCC Second
Assessment Report (1995).
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Operating status
Assessment item
Yes
4. Social issues
(a) Has the Company enacted the relevant
management policies and procedures
in accordance with the relevant
regulations and international bill of
human rights?

V

No

Explanation
In order to fulfill corporate social responsibility and protect the basic human rights of all colleagues,
Kwong Lung recognizes and comply with various international bills of human rights such as the "Universal
Declaration of Human Rights", "United Nations Global Compact," "United Nations Guiding Principles on
Business and Human Rights," and "United Nations International Labor Organization," to put an end to all
infringement and violations of human rights, and clearly reveals that all colleagues are treated and
respected in a just and fair manner.
The Kwong Lung’s human rights Policy applies to Kwong Lung and its operating bases, abides by the
relevant local laws and regulations on labor and gender equality in the locations of the operating bases,
formulates relevant human rights guarantees and labor policies, and implements related measures.
Implementation guidelines:
 Provide a safe and healthy working environment
 Eliminate illegal discrimination to ensure equal job opportunities
 Prohibit the use of child labor
 Prohibit forced labor
 Help employees maintain physical and mental health and work-life balance
 Periodically review and evaluate related systems and actions
Kwong Lung’s factories in Taiwan, Mainland China and Vietnam all follow the local labor laws and
regulations and conform to the spirit of corporate social responsibility. The Company’s internal regulations
and documents such as the “Regulations on Employment,” “Sexual Harassment Prevention Act, Appeals
and Disciplinary Measures,” etc., clearly specify the protection on employees’ human rights, including
basic legal requirements, employment freedom, humane treatment, and prohibition of improper
discrimination and sexual harassment. A multi-faceted and effective communication mechanism has also
been established. Kwong Lung expressly prohibits the use of child labor under the legal minimum working
age in the social responsibility policy.
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Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

No difference

Operating status
Assessment item
Yes
(b) Does the Company formulate and
implement reasonable employee
welfare measures (including
compensation, vacation and other
benefits), and appropriately reflect the
operating performance or results in
employee compensation?

V

(c) Does the Company provide a safe and
healthy working environment for
employees, and provided employees
with safety and health education on a
regular basis?
(d) Does the Company establish an
effective career development training
program for employees?

V

V

No

Explanation

Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

1.Employees are Kwong Lung's biggest assets, and they are not different depending on gender, race,
religion, political stance, marital status, trade union, etc. The salary level is determined based on the
employee's academic background, professional knowledge and technology, professional seniority
experience and personal performance. For the standard starting salary of a newly graduate, in addition
to complying with the law in Taiwan, and aiming at market competitiveness, the standard starting salary
is 1.2 times the minimum wage. The starting salaries in the Mainland China and other parts of Asia are
all based on local laws on minimum wages, so the starting salary of each factory is also different. The
above are all based on the Company's Regulations Governing Salary and Employment. For full-time
employees in Taiwan, the guaranteed annual salary is for 13 months, including 12 months' monthly salary
and at least one month's year-end bonus, and the Company's share subsidy for employee shareholding
system and related welfare subsidy measures of the Committee of Employees' Welfare.
2.In addition, the Company's Articles of Association stipulate that there is a profit in the year, the Company
should contribute not less than 1% for employee remuneration. The Company distributes employee
remuneration based on annual operating conditions and individual employee’s performance.
3.The Company has stipulated the ethical code of conduct, etc., for employee conduct to be complied with,
the various management methods, and rewards and punishment provisions. They are all announced to
the employees for them to comply with.
4.For more employee benefits, please refer to P112 ~ P117.
Please refer to P116~P117.

No difference

Provide external training resources and on-the-job training scholarships to encourage employees to
continue their training and accept the stimulation of external knowledge. Help employees enrich their
knowledge and skills, improve work efficiency and quality, and link employees' learning and growth with
the Company's development goals.

No difference
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No difference

Operating status
Assessment item
Yes
(e) Has the Company complied with
relevant regulations and international
standards on customer health and
safety, customer privacy, marketing
and labeling of products and services,
and formulated relevant consumer
protection policies and grievance
procedures?

V

(f) Does the Company formulate supplier
management policies, require suppliers
to follow relevant regulations on
environmental protection, occupational
safety and health or labor human
rights, and review their
implementation status?

V

No

Explanation
1.The Company ensures the quality of its products and services in accordance with government regulations
and industry standards. The Company conducts marketing and advertising of products or services in
compliance with relevant consumer protection laws and regulations. It must not deceive, mislead,
defraud, or otherwise violate consumer trust or damage consumer rights, and establish consumer
customer service hotlines and online customer service mailbox to provide communication channels.
2.The Company is a member of the International Down and Feather Bureau (IDFB) and its technology
committee. In addition, the Company's quality management technicians are trained and certified by the
International Down and Feather Laboratory (IDFL). Our quality control is synchronized with IDFL, and
the Company also communicates with local down and feather testing institutions to establish and ensure
compliance with the quality standards of down products in the local market.
3.Because bluesign® restricts and bans more chemicals used in textiles, it is important to establish
advanced physical and chemical tests for down products. Kwong Lung implements four kinds of down
product tests, including "analyzing the ultrastructure of down fibers, quickly analyzing chemical
substances, analyzing trace chemicals in down products, and conducting microbiological tests." The most
stringent standards are used to test the chemical substances of textiles and down products.

Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

No difference

No difference
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Operating status
Assessment item
Yes

No

Explanation
Policy
Kwong Lung's suppliers have always been important partners in the operating system. Through close
cooperation, they jointly pursue sustainable development and growth. In addition to taking into account
the quality, delivery and price of the supplier's products, the Company also urges the supplier to protect
the environment, improve safety and health, and pay attention to human rights, so as to jointly fulfill
corporate social responsibility, and do a good job in risk management and continuity planning.
Kwong Lung has a unified purchasing division responsible for supplier management to maintain an open
communication channel, and has established a "Qualified Supplier Management Procedure" to regulate
suppliers' implementation of corporate social and environmental responsibilities.
Execution
Suppliers are evaluated by the "capability questionnaire", and only suppliers meeting the criteria can be
included in the list of qualified suppliers. The evaluation content includes product characteristics analysis,
specified process inspection, shipment inspection results, and factory environmental management
(including wastewater treatment, chemicals use management, pollution risk assessment management, etc.).
In addition, the implementation of the supplier's compliance with the "confidentiality contract" and
"supplier's code of business conduct" to ensure continuous improvement in human rights, labor standards
and the environment and against all forms of corruption.
Kwong Lung is a professional down product manufacturer and one of the industry leaders. Kwong Lung
is obliged to promote the environmental friendliness to the upstream supplier's production process. The
Company refuses to purchase and use materials from inhumane breeding methods and harvesting of
feathers and down. Suppliers must comply with the local animal protection laws of various countries,
produce and process down raw materials in a humane way, and prohibit the purchase, production,
processing and sale of any live plucked down. In addition, the supplier must provide a series of review
documents that can trace and monitor the process of down products from upstream breeding, slaughtering
to feather gathering. The Company can continuously monitor the production process, actively improve and
increase the use efficiency of various resources, reduce waste of resources, and reduce the negative impact
on the environment. Upon delivery, the supplier is required to provide a test report to prove that the source
of the goods meets the requirements of Kwong Lung.
In addition, Kwong Lung obtained the Responsible Down Standard (RDS) through third-party certification
for the entire supply chain of down product production, including farms, processing centers, warehouses,
down merchants and assembly plants, etc., to reach the standards, including:
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Operating status
Assessment item
Yes

No

Explanation

Deviations from “the
Corporate Social
Responsibility BestPractice Principles for
TWSE/TPEx Listed
Companies” and Reasons

Live-plunking is not allowed to remove down and feathers；
Force feeding is not allowed；
Fully respect the animal welfare of birds from hatching to slaughter.
Audit
Kwong Lung evaluates suppliers’ delivery date, quality, price and degree of cooperation every quarter, and
assigns suppliers grades according to the evaluation results. For suppliers of C / D evaluation grades, they
are requested to propose improvement reports and make improvement within the deadline. When
necessary, the procurement unit will perform on-site audits of suppliers, provide audit summary or matters
to be improved to suppliers, and track the progress until the improvement is completed. The Company will
not cooperate with suppliers of grade E.
Kwong Lung will encourage and perform long-term strategic cooperation for suppliers with good
performance and will assist manufacturers with poor performance to improve. If expectations cannot be
met, a elimination mechanism will be implemented to select good suppliers to ensure the stability of
supply.
5. Does the Company refer to the
V
In June 2019, the Corporate Social Responsibility Report was issued, which included efforts and No difference
international reporting standards or
performance on sustainable indicators on economic, social and environmental aspects.
guidelines for preparing corporate social
To fully disclose Kwong Lung's achievements in social responsibility, present the results of
responsibility reports and other reports
communication with stakeholders, and be in line with international standards, this report was prepared
that disclose the Company's non-financial
using GRI Standards to allow stakeholders to understand the Company's economic, environmental and
information? Dose the aforementioned
social strategies and implementation, demonstrating the Company's determination to implement
report obtain the confirmation or
sustainable development in society. In order to enhance the transparency and reliability of information,
assurance opinion of a third-party
this report entrusts a third-party organization, British Standards Institution (BSI), to conduct verification
certification unit?
in accordance with the first verification type of the AA1000 Assurance Standard.
6.If the Company has established the corporate social responsibility best practice principles in accordance with the “Corporate Social Responsibility Best Practice Principles for TWSE/TPExlisted Companies,” elaborate the difference between the practice and the documented principles: No difference.
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7. Other important information facilitating the understanding of the operation of corporate social responsibility:

Regular donations
• Taiwan Association of Cardiovascular Surgery Research: Expecting to assist domestic cardiac surgery research programs and research and development talents.
• New Taipei City Bethel Holistic Care Association: Urban aboriginal children, children of new immigrants, and children of low- and middle-income households
• Datong Children’s Home affiliated to Taiwan Fund for Children and Families: Early treatment services for preschool children with developmental delays and physical
and mental disabilities.
• Harmony Home Foundation, Taiwan:_Caring for people with HIV and migrant workers’ children.
• Zhi-Shan Foundation, Taiwan: Sponsoring the Jinnuo Village, Vietnam / Deshan Children’s Home / Taklon Aboriginal Children Nutrition Improvement Program Gino
Village
• God's Love Children House: Children aged 0-18 with the original family being unsuitable or unable to raise them.
• House of the Little Angels, Kaohsiung: Place and care for young children aged 0 to 2 years who have lost their families or encounter drastic changes in the family.
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Industry-University Cooperation
•In order to shorten the gap between learning and applying, and help students to integrate with the workplace in advance, Kwong Lung uses the platform of industryuniversity cooperation as a bridge for the exchange between schools and industry. Since 2013, summer internship opportunities have been opened to students, and interns
have been nurtured through intensive internship programs. At the beginning of each year, each unit shall submit its needs of interns, and interns are to be recruited
externally. All seed interns must go through several stages of selection processes before they can be officially hired, same as the regular employees.
•To encourage R&D and cultivation of factory management talents, Kwong Lung cooperates with National Taiwan University of Science and Technology, Chung Yuan
Christian University, Fu Jen Catholic University, and Chungyu Institute of Technology to provide a variety of internship programs for graduate students and college seniors.
During the internship period, the minimum wage is paid and social insurance is provided, in accordance with the Labor Standards Act. Full airfare subsidies and meals and
accommodation are provided for overseas factory internships, and interns with outstanding performance shall be employed.
•Kwong Lung has been conducting internship cooperation programs with colleges and universities. Currently, it has provided 70 internship opportunities to work
domestically and overseas. Since the beginning, the number of intern application is increasing every year. This also represents the positive affirmation brought by industryuniversity cooperation, which gives enterprises the motivation to continue to give back to the society.

Down Jackets to Children, Kwong Lung Sending Love in the Winter
•In the cold winter, Kwong Lung donated down vests to the school children of the
Taiwan Fund for Children and Families in Yunlin, sending love to Yunlin's rural
township, "Kwong Lung’s Love in Yunlin ~ Family Vest Keeping Children Warm."
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Donation of Air Conditioning Equipment to Gezhi Junior High School and Hutian Elementary School
•Gezhi Junior High School is located in Yangde Avenue, Taipei, near Shanzhaihou area. The school building
is built beside the mountain, overlooking Qixing Mountain and Shamao Mountain, with beautiful scenery.
The Hutian Elementary School is located at the entrance of Zhuzi Lake, with an altitude of about 650 meters.
The west side is across the bamboo lake and can overlook the beautiful mountain shape of Datun Mountain.
It is the highest elementary school in Yangmingshan National Park. Kwong Lung donated a total of 16 airconditioning equipment to Gezhi Junior High School and Hutian Elementary School to improve the learning
environment of rural and vulnerable primary and secondary schools. Children are Taiwan’s hope for the
future. The Company hopes that it can throw away a brick in order to get a gem so that more companies can
participate in charitable works together to create a comfortable and friendly learning environment for
children.

Do charitable work together. Happy and having fun in beach cleanup
•Kwong Lung's annual charitable beach cleanup in this year cooperated with the Taiwan Garment Industry
Association to hold this meaningful event in Cianshuei Bay, Sanzhi. On that day, many of Kwong Lung’s
employees participated in the charitable work with the whole family, which is really a great life education!
Marine waste has become a major pollution issue of global concern in recent years. Plastic waste not only pollutes
the ocean, but also poses a crisis to other organisms. Taiwan, Surrounded by sea on all sides, has a variety of
beautiful and interesting ecosystems. Facing the continuous consumption and utilization by human beings,
Taiwan is currently facing many trials. Everyone must have seen pictures taken by environmental volunteers
showing seabirds holding large pieces of plastic fragments to feed chicks, or turtles stretching their necks to bite a
plastic bag floating in the sea. These images make people can't help to yell out! When organisms eat plastic
particles or debris, the harmful substances attached to the plastic will pass through the food chain and finally be
absorbed by the human body. 2018 was the first year of Taiwan’s expanded plastic restriction policy. Big data has
proven that the promotion of plastic restrictions can really reduce the amount of garbage on the coast of Taiwan
over time. After the beach cleanup, we can do unto others as you would have done to you, and particles of sand
accumulated will form a towering pile. We treat our Earth well and have to do to save to the ocean.
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Green Results
•In recent years, the global warming and drastic climate changes have led to a rise in environmental awareness.
The textile industry used to focus on the "functionality" of textiles, but nowadays injecting "environmental value"
has become an indispensable part. "Green Fashion" is rapidly advancing among consumers and brands, and the
"green supply chain" is a trend. Brands and manufacturing industries focus on non-toxic production, zero
hazardous substances emissions, and environmentally friendly raw materials and processes to achieve the goals of
protecting the planet, environmental friendliness, energy conservation, and carbon reduction.

Bbluesign certificate
•The bluesign certificate covers the entire industry chain, from raw material supply (live-plucking issues of down and feather and humane
treatment of animals), manufacturing to brand sales, being highly regarded by international brands. The bluesign certification emphasizes
the spirit of continuous improvement to continuously improve and refine. In particular, for environmental protection and consumer safety,
new standards are incorporated every year, and more chemicals are included in the prohibited and restricted substances database. Therefore,
regardless of product design, production process and product safety, it is constantly being strictly required.
•From the on-site inspection results, the bluesign system formulates action plans, including the aspects of immediate improvement, limited
time improvement, and continuous tracking. If facilitates the producers’ management to be more in line with labor safety, more
environmentally friendly, and higher product safety. Following the action plan, the Bluesign organization continues to track in this way,
providing consumers with safe, reasonable and environmentally friendly products that reduce the impact on the environment.

Environmentally friendly textiles certification, OEKO-TEX® Standard 100
•The OEKO-TEX mark is one of the world's leading textile industry marks. It tests whether textiles and garments have harmful
substances residues that affect human health to serve as a reference for people to purchase environmentally friendly textiles. The main
test verification scope covers that the source of the process of manufacturing textiles shall not cause air, water and noise pollution,
and the waste disposal shall not pollute the environment, as well as the finished textiles’ specifications on consumers’ health and
safety. The current tests of OEKO-TEX® mark include tests for known harmful substances that adversely affect human health, such
as formalin, pH value, heavy metals, pesticides, preservatives, carcinogens, allergens, dye fastness, volatile matter, etc., and set limits
that can be measured scientifically for such hazardous substances.
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RDS (Responsible Down Standard) & DOWNPASS Certification
•The downs used to fill consumer products come from production and processing supply chains around the world. In recent years, the welfare
and treatment of waterfowl animals, such as forced feeding, live-plucked feathers and the traceability of down products, has become the most
concerned issues for consumers. As a result, the down industry has been has been slammed with the “inhumane farming and live-plucking
practices” by animal protection groups. Thus, one of Kwong Lung’s active implementation focuses is to ensure the down is not from any animals
that suffer unnecessary harm and to establish a traceable system to verify the source of raw materials. The Dutch Control Union has a global
market leadership in product certification (organic, recycling, and sustainable development). Therefore, Kwong Lung obtained the RDS
certification through the Dutch Control Union. Kwong Lung traces the down raw material production supply chain for comprehensive evaluation,
traces the raw materials from the source to the final product, and commits to the product flow, document total mass balance calculation, and raw
material isolation, to trace and verify raw materials based on qualifications and sales certificates.
•Kwong Lung Company spares no effort to promote humane farming and traceable down, and introduces DOWNPASS certification. Downpass
is based on the standards specified in the European Convention for the Protection of Animals kept for Farming Purposes concerning correct
animal husbandry and the various quality requirements for feathers and down. Both finished products (such as down jackets and sleeping bags)
and down transport containers can be traceable. At the same time, the source of the feathers is recorded to ensure that fluff or feathers are non
live-plucked.

Energy Management ISO 50001 Certification
•Energy conservation and carbon reduction have become the most important policy strategies in Taiwan. Reducing energy use and reducing carbon
dioxide emissions are important tasks for enterprises. Kwong Lung has always been paying attention to environmental issues since the past. Based
on the focus on energy management issues, and in consideration of the strong test faced in energy management in the future, the Company intends
to establish an energy baseline and energy performance indicators through an energy management system, in order to effectively manage energy
use and improve energy efficiency. Achieving the goals of systematic energy management, improving energy efficiency, reducing energy costs and
reducing greenhouse gas emissions, Kwong Lung was the first down manufacturer in Taiwan to obtain the certification in November 2015 for the
certified energy management system. Upon purchasing major energy equipment that may generate impacts, it shall establish and implement
assessment, and it shall take energy assessment equipment into consideration. During the effective planning operation period, energy consumption
and efficiency measurements shall be regularly performed, and suppliers’ energy performance shall be used as the basis for the assessment.
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Certicifaction of 「Green Building Label」
•Kwong Lung’s Zhongli Development and Logistics Center received the “Qualified Green Building Mark” certification by
the Ministry of the Interior. It has low-carbon green building design. Through external building shell energy-saving
planning, internal air-conditioning energy saving, lighting energy-saving, greening and base water retention design,
rainwater recovery system, and low-carbon building materials, it can reduce the overall building carbon emissions.
•Kwong Lung implements corporate social responsibility, establishes a model green enterprise, and strengthens green
competitiveness through practical actions, hoping to bring positive influence to the society and the next generation and
creating a sustainable and prosperous environment together.

JBA Traceability Audit Standard (J-TAS)
•In order to solve the problem of counterfeiting the country of origin label in the Japanese market, at the request of the
Japanese government, the Japan Feather Products Association began to create an origin traceability audit system (JBA
Traceability Audit Standard, J-TAS) in February 2017. Kwong Lung is an international company and rigorously controls the
source of down raw materials to be humane and environmentally friendly. Therefore, it spares no effort in promoting the
certification of various down raw material tracing systems. The Company passed the certification by the global leader of down
textile product testing, International Down and Feather Testing Laboratory, in 2019, obtaining the J-TAS certificate.

Global Recycle Standard certification
•In recent years, cheap and diverse styles, the rise of the so-called "Fast Fashion" in Europe, has led consumers to replace
clothing faster, resulting in more obsolete clothing and second-hand clothing, so many fast fashion companies put out secondhand clothes recycling bins in their stored. The circular economy of textiles has gradually become an emerging development
trend in the textile industry. For recycled second-hand clothing, it includes bedding such as down jackets and duvets. Since
2018, Kwong Lung has cooperated with the Taiwan Textile Research Institute (TTRI) to actively develop down recycling
projects, and obtained the Global Recycle Standard (GRS) certification in 2019. The GRS standard is based on the principle of
tracking and tracing the products under certification, and also contains relevant environmental and social responsibility
requirements, providing a better monitoring and control mechanism for the industrial supply chain to ensure the completeness
of the certified products.
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The sustainable measurement tool module, Higg Index FEM (Facility Environment Module) certification
•The sustainable measurement tool module, Higg Index FEM (Facility Environment Module), launched by the trade
association "Sustainable Apparel Coalition (SAC)" composed of brand owners, retailers, manufacturers,
governments, non-governmental organizations and academic experts, through seven evaluation indicators on
management system, energy, water, wastewater, gas emissions, waste and chemicals, can be used to analyze and
improve the factory's environmental performance. Kwong Lung first activated the FEM module in 2018, self-rated
the factories, and activated the vFEM audit module for a third-party organization to audit the factories’
environmental indicators, actively investing in analyzing the factories' environmental indicators and making
improvement.

Relevant certification of each factory

Plant

Certification item

Zhongli Plant

Qualified Green Building Label

Zhongli Plant

DWONPASS

Zhongli Plant
Zhongli Plant
Zhongli Plant

Certificate
validity

Certificate
validity

Plant

Certification item

2018~2023

Kunshan Plant

Bluesign

2019~2020

2020~2022

Kunshan Plant

RDS

2019~2020

Oeko-Tex

2020~2021

Meko

ISO 9001

2019~2023

RDS

2020~2021

Meko

Bluesign

2019~2022

ISO 14001

2018~2021

Meko

RDS

2019~2020

Meko

Oeko-Tex

2019~2020

Zhongli Plant

ISO 50001

2018~2021

Zhongli Plant

J-TAS

2020~2021

Toptex

ISO 9001

2019~2022

ISO 45001

2019~2022

Zhongli Plant

GRS

2019~2020

Bo Hsing

Zhongli Plant

Bluesign

2019~2020

Bo Hsing

ISO 9001

2019~2022

Kunshan Plant

ISO 9001

2018~2021

Bo Hsing

ISO 14001

2019~2022

Kunshan Plant

ISO 14001

2018~2021
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(6) Performing ethical corporate management and deviations from Corporate Social Responsibility Best Practice Principles for TWSE/TPEx listed
companies and reasons
Operating status
Assessment item
1. Establishment of Corporate Conduct and Ethics Policy and
Implementation Measures
(a) Has the Company formulated the ethical corporate management
policy approved by the Board of Directors, and stated the policies
and practices of the ethical corporate management, as well as the
commitment of the Board and senior management to actively
implement the management policy, in the regulations and external
documents?
(b) Has the Company established an assessment mechanism for the
unethical conduct risk, regularly analyzed and assessed business
activities with higher unethical conduct risk within the business
scope, and formulated a plan to prevent unethical conduct,
covering at least the preventive measures for the conduct specified
in Paragraph 2, Article 7 of the "Ethical Corporate Management
Best Practice Principles for TWSE/ TPEx Listed Companies,”
regularly reviewed and revised the aforementioned plan?
(c) Has the Company specified the operating procedures, code of
conduct, and disciplinary and punishment of violation, and
grievances policy in the unethical conduct prevention action plan,
substantiated the implementation, and regularly reviewed and
reviseed the aforementioned action plan?
2. Substantiating ethical corporate management
(a) Has the Company assessed the ethical conduct record of the
counterparty, and has the ethical corporate management clauses
included in the contracts signed with the counterparty?
(b) Does the Company have a designated（concurrent） unit, under
the Board of Directors, to promote ethical corporate management
and to report to the Board of Directors periodically (at least once a
year) on its ethical corporate management policy, plans to prevent
unethical behavior, and results of supervision and implementation?

Yes

No

Explanation

Deviations from “the Ethical
Corporate Management BestPractice Principles for
TWSE/TPEx Listed Companies”
and Reasons

V

The Company has formulated the Ethical Corporate Management Best
Practice Principles, and the Board of Directors and management have
committed to actively implement them.

No difference

V

The Company establishes an effective accounting system and internal
control system for business activities with a high risk of unethical
conduct, and reviews them constantly.

No difference

V

The operating procedures, conduct guidelines, disciplinary penalties for
violation and grievance system are clearly stipulated in the Ethical
Corporate Management Best Practice Principles, and the employees are
well informed for implementation.

No difference

V

The Company and the relevant units of the Group specify the ethical
corporate management policy in regulations and external transactions,
and conduct business activities in a fair and transparent manner.
The Human Resources Department is concurrently serving to promote
the ethical corporate management, responsible for the formulation and
supervision of the ethical corporate management policy and prevention
plan, and reports to the Board of Directors every year. The 2019
implementation was reported to the Board of Directors on November 8,
2019.

No difference

V

58

No difference

Operating status
Assessment item
(c) Has the Company enacted a policy to prevent conflicts of interest,

provided an appropriate communication channel, and substantiated
its implementation?
(d) Has the Company established an effective accounting system and
internal control system to substantiate ethical corporate
management, in accordance with the assessment results of the
unethical conduct risk, and delegated the internal audit unit to
formulate relevant audit plans and check the compliance with the
plan to prevent unethical conduct, or entrusted CPAs to perform
audits?
(e) Has the Company held internal and external education and training
on ethical corporate management periodically?

3. The operation of the Company's whistleblowing system
(a) Has the Company enacted a specific whistleblowing and incentive
system, established a convenient whistleblowing channel, and
assigned designated personnel to deal with the reported party?

(b) Has the Company enacted the investigation standard operating

procedure, subsequent measures to be taken after the investigation
is completed, and the related confidentiality mechanism for
accepted reported cases?

Yes
V

No

Explanation

Deviations from “the Ethical
Corporate Management BestPractice Principles for
TWSE/TPEx Listed Companies”
and Reasons

In accordance with the Company's "Ethical Corporate Management Best
Practice Principles," the Company implements the registration and
handling procedures of job-related conflicts of interest.
The Company establishes an effective accounting system and internal
control system, and reviews them constantly to ensure that the design
and implementation of the system continues to be effective. Internal
audit personnel check the compliance of various systems and submit an
audit report.

No difference

V

1.The Company sets up an advocacy section on the internal website to
promote the Ethical Corporate Management Best Practice Principles
and Codes of Ethical Conduct to employees and implement the
principle of recusal due to conflicts of interest.
2.In order to help new employees understand the Company's corporate
culture and organizational rules, Kwong Lung held the 2019 factory
training and new employee training for 5 hours per person, including
the advocacy of ethical conduct, corporate ethics, etc.
3.Advocate the ethical corporate management practices to employees
through regular supervisor meetings and irregular mobilization rallies.

No difference

V

Designate the Human Resources Department as the unit responsible for
the acceptance of complaints, enact the "Regulations Governing the
Handling of Reporting of Illegal and Immoral or Unethical Conduct" and
establish a reporting mailbox and reward system, in accordance with the
Company’s “Ethical Corporate Management Best Practice Principles.”
According to the Company's "Regulations Governing the Handling of
Reporting of Illegal and Immoral or Unethical Conduct," the acceptance,
investigation process, investigation results and related documents are
recorded, retained and kept confidential.

No difference

V

V
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No difference

No difference

Operating status
Assessment item
(c) Has the Company taken measures to protect whistleblowers from

Yes
V

improper treatment?
4. Strengthening information disclosure
Has the Company disclosed the content of its “Ethical Corporate
Management Best Practice Principles” and the performance on the
Company's website and the Market Observation Post System?

No

Explanation
The whistleblowers are protected, in accordance with the Company's
"Ethical Corporate Management Best Practice Principles," not to be
improperly punished by the whistleblowing.

Deviations from “the Ethical
Corporate Management BestPractice Principles for
TWSE/TPEx Listed Companies”
and Reasons

No difference

V

The Company discloses the Ethical Corporate Management Best No difference
Practice Principles and implementation situation on the Company’s
website and the annual report. If there is any change, it will be updated
immediately.
5. If the Company has the ethical corporate management best practice principles enacted in accordance with the “Ethical Corporate Management Best-Practice Principles for TWSE/TPEx Listed
Companies,” please state the difference between its operations and the enacted Principles: No difference.
6.Other important information that can facilitate the understanding of the Company's operation of ethical corporate management（e.g., the Company's discussion and amendment of its Ethical
Corporate Management Best Practice Principles and others）
The Company enacted the "Ethical Corporate Management Best Practice Principles" on January 13, 2011 and revised it for the first time on March 20, 2015 to strengthen corporate governance.

(7) If the Company has the corporate governance best practice principles enacted and the relevant regulations, the inquiry approaches shall be
disclosed: The Company has an "Investor Relations" section on its website to provide information on important resolutions of the Board of
Directors, download relevant regulations, etc. The website is http://www.klf-group.com.
(8) Other important information that can facilitate the understanding of the Company’s operation of corporate governance:
 In order for the Company to establish a good internal material information processing and disclosure mechanism, the " Internal Material
Information Processing Procedures" was enacted.
 In order for the behavior of the Directors, Supervisors and managerial officers of the Company to comply with the ethical standards, and
make the Company's stakeholders better understand the Company's ethical standards, the "Codes of Ethical Conduct" is enacted.
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(9) Execution of Internal Control System
1) Statement of Internal Control System
KWONG LUNG ENTERPRISE CO., LTD.
Statement of Internal Control System

Date：March 27, 2020
Based on the findings of a self-assessment, Kwong Lung Enterprise Co., Ltd. states the following with regard
to its internal control system during the year 2019:
I.
The Company has confirmed that it is the responsibility of the Board of Directors and management
to establish, implement, and maintain an adequate internal control system. The Company has
establish such as system, and the goal is to provide reasonable assurance over the achieving of
goals such as effectiveness and efficiency of the operations (including profitability, performance,
safeguarding of assets, etc.), reliability, timeliness, transparency of our reporting, and compliance
with relevant laws and regulations.
II. An internal control system has inherent limitations. No matter how perfectly designed, an effective
internal control system can provide only reasonable assurance of accomplishing the three
aforementioned objectives. Moreover, the effectiveness of an internal control system may be
subject to changes due to changes in environment and circumstances. Nevertheless, the
Company’s internal control system contains self-monitoring mechanisms, and the Company shall
take immediate remedial actions in response to any identified deficiencies.
III. The Company evaluates the design and operating effectiveness of its internal control system based
on the criteria provided in the Regulations Governing the Establishment of Internal Control
Systems by Public Companies (hereinafter referred to as the “Regulations”). The criteria adopted
by the Regulations, based on the process of management control, divide the internal control system
into five components: (1) control environment, (2) risk assessment, (3) control activities, (4)
information and communication, and (5) monitoring activities. Each component also includes
several items. Please refer to the “Regulations” for those items.
IV. The Company has evaluated the design and operating effectiveness of its internal control system
according to the aforementioned internal control Regulations.
V. Based on the findings of such assessment, the Company believes that, on December 31, 2019, it
has an effective internal control system (that includes the supervision and management to the
subsidiaries), including the understanding of the effectiveness of the operation and the degree of
achieving the efficiency objectives; the reporting is reliable, timely, transparent and in compliance
with relevant regulations; and the design and implementation of the internal control system related
to the compliance with the relevant laws and regulations; and it can provide reasonable assurance
over achieving the aforementioned goals.
VI. This Statement is an integral part of the Company’s annual report and prospectus, and shall be
made public. Any falsehood, concealment, or other illegality in the content made public will entail
legal liability under Articles 20, 32, 171, and 174 of the Securities and Exchange Act.
VII. This statement was passed by the Board of Directors in their meeting held on March 27, 2020,
with none of the seven attending Directors expressing dissenting opinions, and the remainder all
affirming the content of this Statement.
KWONG LUNG ENTERPRISE CO., LTD.
Chairman:Chan Ho-Po
CEO: Chan Ho-Po

2) If the internal control system is entrusted to CPAs for project review, the CPA's review report
shall be disclosed: None.
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(10) The Company and its internal personnel had been disciplined in accordance with the law, or
the disciplinary action had been brought against the internal personnel for violating internal
control system, with the prescribed punishment may result in a significant impact on
shareholders ’equity or securities prices, in the most recent year and as of the printing date of
the annual reports: None.
(11) Important resolutions of the shareholders' meetings and board meetings in the most recent year
and as of the printing date of the annual report:
1) Important resolutions of the shareholders' meeting: In 2019 and as of the printing date of the
annual report, the Company convened one regular shareholders' meeting, which was held on
May 30, 2019. The matters and implementation of the resolutions passed at the meeting by
present shareholders are as follows:
(a) Passed the 2018 annual business report and financial reports.
(b) Passed the proposal of the 2018 earnings distribution.
Status of implementation：July 5, 2019 was set as the ex-dividend date and August 2,
2019 was the distribution date. The cash dividends of NT$ 0.08219175 per preferred
share were distributed. The cash dividends of NT$ 3.37065281 per common share were
adjusted due to the exercise of employee stock warrants.
(c) Passed the amendment to the "Articles of Incorporation."
Status of implementation：Approved by the Ministry of Economic Affairs for registration
on June 27, 2019 and announced on the Company's website.
(d) Passed the amendment to the "Procedures for Acquisition or Disposition of Assets".
Status of implementation: It has been announced on the Company's website and handled
in accordance with the revised procedures.
(e) Passed the amendment to the "Procedures for Derivative Trade".
Status of implementation: It has been announced on the Company's website and handled
in accordance with the revised procedures.
(f) Passed the amendment to the "Procedures for Endorsement & Guarantee".
Status of implementation: It has been announced on the Company's website and handled
in accordance with the revised procedures.
(g) Passed the amendment to the "Procedures for Lending Funds to Other Parties".
Status of implementation: It has been announced on the Company's website and handled
in accordance with the revised procedures.
(h) Comprehensive re-election of Directors (including Independent Directors) and
Supervisors
Election results：
Title
Director
Director
Director
Director
Director
Independent Director
Independent Director
Supervisor
Supervisor

Account No.
6964
8154
5632
24829
43570
6208
A124XXXXXX
8101
7156

Account’s Name/Representative
Chan Ho-Po
Ou Li Investment Co.,Ltd.
Evertrust Investment Co.,Ltd.
Yueh Sheng Investment Co.,Ltd.
Whalen’s Company
Tsai Hsun-Hsiung
Chen Hsien-Yeh
Huang Lu Investment Co.,Ltd.
Chung Lu Investment Co.,Ltd.

Votes to be elected
119,979,202 votes
95,287,829 votes
95,150,310 votes
93,885,087 votes
93,638,810 votes
52,154,175 votes
50,012,224 votes
85,316,639 votes
84,350,639 votes

(i) Proposal to remove non-competition clause on newly elected Directors (including
Independent Directors) and their representatives
Status of implementation ： Resolved to remove non-competition clause on board
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members as follows:
Title
Independent
Director

Name

Positions concurrently holding in other companies

Tsai Hsun-Hsiung

Independent Director of On-Bright Electronics
Incorporated and Director of Co-Tech Development Corp.

2) Important resolutions of the Board of Directors: In 2019 and as of the printing date of the
annual report, the Company convened ten meetings of the Board of Directors. The summary
of the important resolutions are as follows:
(a) The nineteenth meeting of the 7th Board of Directors (Convene date: March 8, 2019)
 Passed the proposal of the 2018 remunerations to Directors and Supervisors.
 Passed the proposal of the 2018 remunerations to the Remuneration Committee
members.
 Passed the proposal of the employee remuneration appropriation and distribution of
employee remuneration to senior managerial officers in 2018.
 Passed the proposal of the record date for capital increase from converting employee
stock warrants to common shares for the fourth quarter of 2018
 Passed the 2018 annual business report and standalone and consolidated financial
reports.
 Passed the proposal of the 2018 distribution of earnings.
 Passed the amendments to the Articles of Incorporation.
 Passed the amendment to the "Procedures for Acquisition or Disposition of Assets".
 Passed the amendment to the "Procedures for Derivative Trade".
 Passed the amendment to the "Procedures for Endorsement & Guarantee".
 Passed the proposal of the comprehensive election of Directors (including Independent
Directors) and Supervisors.
 Passed the removal of non-competition clause on newly elected Directors (including
Independent Directors) and their representatives.
 Passed the matters related to the date, place, convening reasons, and acceptance of
shareholdersproposals and nomination to the 2019 regular shareholders meeting.
 Passed the list of candidates nominated for Independent Directors.
 Passed the 2018 Internal Control Statement.
 Passed the proposal of loaning to others.
 Passed the proposal of the long-term investment.
 Passed the proposal of the bank credit facility.
(b) The twentieth meeting of the 7th Board of Directors (Convene date: April 16, 2019)
 Passed the record date for capital increase from converting employee stock warrants to
common shares for the first quarter of 2019.
 Passes the enactment of the "Standardized Operating Procedure for Handling Directors'
Requests".
 Passed the amendment to the "Procedures for Endorsement & Guarantee".
 Passed the amendment to the "Procedures for Lending Funds to Other Parties".
 Passed the date, place, convening reasons of the 2019 regular shareholders meeting.
 Passed the revisions of long-term investment.
 Passed the proposal of the long-term investment.
 Passed the proposal of the bank credit facility.
 Passed the proposal of Yilan Development Center
 Passed the proposal to acquire real property from related parties.
(c) The twenty-first meeting of the 7th Board of Directors (Convene date: May 10, 2019)
 Passed the proposal for the second distribution of employee stock warrants in 2018.
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 Passed the proposal of the 2019 salary adjustment for senior managerial officers.
 Passed the amendments to the Regulations Governing Salary Structure.
 Passed the consolidated financial report for the first quarter of 2019
 Passes the re-appointment of director representative of the re-invested companies.
(d) The first meeting of the 8th Board of Directors (Convene date: May 30, 2019)
 Passed the proposal of the chairman selection .
(e) The second meeting of the 8th Board of Directors (Convene date: July 18, 2019)
 Passed the proposed record date for the conversion of the Companys convertible
corporate bonds to new shares and capital increase.
 Passed the proposal of the record date for capital increase from converting employee
stock warrants to common shares for the second quarter of 2019.
 Passed the appointment of the Remuneration Committee members.
 Passed the proposal to establish a new company through investment.
 Passed the revisions of long-term investment.
 Passed the proposal of the bank credit facility.
(f) The third meeting of the 8th Board of Directors (Convene date: August 14, 2019)
 Passed the consolidated financial report for the second quarter of 2019.
 Passed the merger of the subsidiary, P&B Collection Co., Ltd. and Klego Co., Ltd.
 Passed the proposal of capital increase to the subsidiary "KWONG LUNG (B.V.I.)
LTD." for re-investment to establish a new company.
 Passed the four items of the Company's "Internal Control System".
 Passed the proposal to replace the stock affairs agent.
 Passed the proposal of the bank credit facility.
 Passed the amendments to the "Remuneration Committee Organizational Charter".
 Passed the amendments to the "Regulation of Self-Evaluation of the Board of Directors".
 Passed the amendments to the "Regulations Governing the Distribution of
Remuneration to Directors and Supervisors".
 Passed the amendments to the " Regulations Governing Salary Structure".
 Passed the appointment and salary of executive Director.
(g) The fourth meeting of the 8th Board of Directors (Convene date: November 8, 2019)
 Passed the proposed record date for the conversion of the Companys convertible
corporate bonds to new shares and capital increase.
 Passed the proposal of the record date for capital increase from converting employee
stock warrants to common shares for the third quarter of 2019.
 Passed the consolidated financial report for the third quarter of 2019.
 Passed the Company's 2020 annual business plan.
 Approval of the appointment of directors of reinvestment companies.
 Passed the construction budget.
 Passed the investment of the subsidiary, "Snowdown Merchandise (SuZhou) Co.,Ltd."
to establish a new company.
 Passed the Company's 2020 annual audit plan.
 Passed the proposal of long-term investment.
 Passed the proposal of the bank credit facility.
(h) The fifth meeting of the 8th Board of Directors (Convene date: December 13, 2019)
 Passed the proposal of the 2019 promotion of senior managerial officers.
 Passed the proposal of the 2019 salary adjustment for senior managerial officers.
 Passed the proposal of the salary for the chairman, concurrently serving as the general
manager, of the subsidiary " P&B Collection Co.,Ltd."
 Passed the amendments to the "Regulations Governing Employee Welfare".
 Passed the proposal of asset acquisition.
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 Passed the proposal to carry out real investment with undistributed earnings of the year
according to the Article 23-3 of the newly promulgated Statute for Industrial Innovation.
 Passed the proposal to change the Companys attest CPAs.
 Passed the proposal to entrust the attestation of the Company's 2020 annual financial
report.
 Passed the proposal of the bank credit facility.
(i) The sixth meeting of the 8th Board of Directors (Convene date: March 27, 2020)
 Passed the proposal of the 2019 remunerations to Directors and Supervisors.
 Passed the proposal of the 2018 remunerations to the Remuneration Committee
members
 Passed the proposal of the 2019 employee compensation appropriation.
 Passed the proposal of the record date for capital increase from converting employee
stock warrants to common shares for the fourth quarter of 2019.
 Passed the 2019 annual business report and standalone and consolidated financial
reports.
 Passed the proposal of the 2019 distribution of earnings.
 Passed the proposal of the matters related to the date, place, convening reasons, and
acceptance of shareholders’ proposals to the 2020 regular shareholders meeting.
 Passed the proposal of the 5th share repurchase to maintain the Companys credit and
shareholders equity.
 Passed the 2019 Internal Control Statement.
 Passed the proposal of the loan to others.
 Passed the proposal of the establishment of a corporate governance supervisor.
 Passed the proposal of the bank credit facility.
(j) The seventh meeting of the 8th Board of Directors (Convene date: May 8, 2020)
 Passed the record date for capital increase from converting employee stock warrants to
common shares for the first quarter of 2020.
 Passed the consolidated financial report for the first quarter of 2020.
 Passed the matters related to the date, place, convening reasons, and acceptance of
shareholders proposals and nomination to the 2020 regular shareholders meeting.
 Passed the dissolution and liquidation of the Polish subsidiary.
 Passed the proposal of the bank credit facility.
(12) Directors or Supervisors have different opinions with records or written statements to the
important resolutions of the Board of Directors in the most recent year and as of the printing date
of the annual report: None.
(13) The summary of the resignation and discharge of the Company's Chairman and General Manager,
accounting officer, finance officer, internal audit supervisor, and R&D Officer in the most recent
year and as of the printing date of the annual report: None.
5. Formation on Accountants' Fees
Name of the
accounting firm

Name of CPA

Audit period

Tsai Chen-Tsai

Cheng Chin-Tsung

2019.01.01~2019.09.30

Chang Ching-Fu

Chiu Meng-Chieh

2019.10.01~2019.12.31

Deloitte & Touche
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Remarks

Internal
adjustment

Unit: In thousands of New Taiwan Dollars
Fees classification
Amount bracket
1
2
3
4
5
6

Audit fees

Less than 2,000
2,000（inclusive）～4,000
4,000（inclusive）～6,000
6,000（inclusive）～8,000
8,000（inclusive）～10,000
Over 10,000（inclusive）

Non-audit fees

Total

110

6,760

6,870

Unit: In thousands of New Taiwan Dollars
Non-audit fees
Name of the
accounting firm

Name of CPA

Audit
fees

Deloitte &
Touche

Tsai Chen-Tsai
Cheng Chin-Tsung
Chang Ching-Fu
Chiu Meng-Chieh

6,760

System
design

Industrial
and
commercial
registration

Human
Resources

110

Others

Subtotal

110

Audit
period

Remarks

2019.01.01
~
2019.12.31

None

(1) If the non-audit fees paid to the attest CPAs, the accounting firm to which the attest CPAs
belong, and its affiliated enterprises are more than a quarter of the audit fees, the amount
of the audit and non-audit fees and the content of the non-audit services shall be disclosed:
None.
(2) If the accounting firm is changed and the audit fees paid in the year of the replacement is
less than that of the previous year: No replacement.
(3) If the audit fees were reduced more than 10% from that of the prior year: No such situation.
6. Information on CPAs replacement
(1) Former CPAs
Date of Change
Reasons and Explanation of Changes

State whether the appointment is terminated or rejected
by the consignor or CPAs

December 13, 2019
To meet the needs of internal adjustments of Deloitte &
Touche, since the fourth quarter of 2019, the attest CPAs are
changed from Tsai Chen-Tsai and Cheng Chin-Tsung to
Chang Ching-Fu and Chiu Meng-Chieh.
Party
CPA
Consignor
Situation
Appointment terminated
N.A.
N.A.
proactively
Appointment rejected
N.A.
N.A.
(discontinued)

The opinions other than unmodified opinion issued in
the last two years and the reasons for the said opinions

None

Yes
Is there any disagreement in opinion with the issuer
No
Explanation
Supplementary Disclosure (In accordance with the
disclosures specified in Items 1-4 to 1-7, Paragraph 6,
Article 10 of the Regulations Governing Information to
be Published in Annual Reports of Public Companies)

Accounting principles or practices
Disclosure of financial statements
Auditing scope or procedures
Others
V
N.A.
None
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(2) Successor CPAs
Name of the accounting firm
Name of CPA
Date of appointment
Consultation results and opinions on accounting
treatments or principles with respect to specified
transactions and the company's financial reports
that the CPA might issue prior to the engagement.
Succeeding CPA’s written opinion of
disagreement toward the former CPA

Deloitte & Touche
Chang Ching-Fu and Chiu Meng-Chieh
December 13, 2019
N.A.
None

(3) The reply of former CPAs on matters specified in Item 1 and Item 2-3, Subparagraph 6, Article
10 of the Regulations Governing Information to be Published in Annual Reports of Public
Companies: N.A.
7. Information about the Company’s Chairman, General Manager, or managerial officer(s) in charge
of financial and accounting matters who have served in the accounting firm to which the attest
CPAs belong or its affiliate(s) in the past year: None.
8. Changes in the equity (share transfer and pledge) of Directors, Supervisors, managerial officers,
and shareholders with a shareholding of more than 10% in the latest year and as of the printing date
of the annual report:
(1) Changes in the equity of Directors, Supervisors, managerial officers, major shareholders
Unit: share
For the year as of May 10

2019
Title

Name

Common shares
Net Change in
Shareholding

Preferred shares

Net Change
in Shares
Pledged

Net Change in
Shareholding

Common shares

Net Change in
Shares
Pledged

Net Change in
Shareholding

Preferred shares

Net
Change in
Shares
Pledged

Net Change in
Shareholding

Net Change
in Shares
Pledged

Chairman/CEO

Chan Ho-Po

(320,000)

0

0

0

211,000

0

0

0

Director

Evertrust Investment
Co.,Ltd.

0

0

0

0

0

0

0

0

Lee Yung-Chien

0

0

0

0

0

0

0

0

Kai Sheng Investment
Co.,Ltd. (Note 1)
Yueh Sheng Investment
Co.,Ltd.

0

0

0

0

0

0

0

0

0

0

(49,000)

400,000

0

0

(23,000)

0

Chan Fu-Ju

0

0

0

0

0

0

0

0

Ou Li Investment
Co.,Ltd.

0

0

(1,500,000)

1,625,000

6,025

0

0

0

Chen Chung-Hsiung

0

0

0

0

0

0

0

0

Director

Whalen’s Company
(Note 3)

0

0

0

0

0

0

0

0

Representative of legal
person

Chang Chen-Yun

140,000

300,000

0

0

0

0

0

0

Independent Director

Tsai Hsun-Hsiung

0

0

0

0

0

0

0

0

Independent Director

Chen Hsien-Yeh

0

0

0

0

0

0

0

0

Supervisor

Chung Lu Investment
Co.,Ltd.

0

0

0

0

0

0

0

0

Ho Cheng-Jung (Note 4)

0

0

0

0

N.A.

N.A.

N.A.

N.A.

Lee Chao-Fu (Note 3)

0

0

0

0

0

0

0

0

Supervisor

Huang Lu Investment
Co.,Ltd. (Note 3)

0

0

0

0

0

0

0

0

Representative of legal
person

Chan Chi-Che

0

0

0

0

0

0

0

0

Vice General Manager

Su Zhang-Ren

0

0

0

0

0

0

0

0

Representative of legal
person
Director
(major shareholder)
Director
Representative of legal
person
Director
(major shareholder)
(Note 2)
Representative of legal
person

Representative of legal
person
Representative of legal
person
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Vice General Manager

Wen Yan-Shan

10,000

0

0

0

24,834

0

0

0

Vice General Manager

Zheng Qiu-Yue

20,000

0

0

0

0

0

0

0

Vice General Manager

Ma Tien-Li

0

0

0

0

0

0

0

0

Vice General Manager

Xu, Li-Ting (Note 5)

N.A.

N.A.

N.A.

N.A.

0

0

0

0

Vice General Manager

Ren Yi-fan (Note 5)

N.A.

N.A.

N.A.

N.A.

38,000

0

0

0

Note 1: Term of office ended on May 29, 2019 :Discharge of major shareholder on February 27, 2020.
Note 2：Discharge of major shareholder on July 4, 2019.
Note 3：Newly elected on May 30, 2019.
Note 4：Term of office ended on May 29, 2019,
Note 5：Promotion on January 1, 2020.

(2) Stock transferred to related parties
Name

Reason of
transfer

Transaction
date

Chan HoPo

Gift

2019/05

Counterparty

Counterparty’s relationship to
the Company, directors,
supervisors, managerial officers,
and shareholders with over 10%
shareholding

Number of
shares

Transaction
price

Xie Yu-Yu

Spouse

320,000
Common shares

N.A.

(3) Stock pledged to related parties: None.
9. Information on the top-ten shareholders and their relationship of interested parties, or spouse, and
relatives within the second degree of kinship
April 24, 2020

Name
(Note 1)

Shares
Kai Sheng Investment
Co.,Ltd.
Repr. of Kai Sheng
Investment Co.,Ltd.
: Chan Chi-Che
Ou Li Investment Co.,
Ltd.
Repr. of Ou Li
Investment Co., Ltd.
: Chan Ho-Po
Evertrust Investment
Co.,Ltd.
Repr. of Evertrust
Investment Co.,Ltd.
: Li Ding-Hua
Fubon Life Insurance
Co., Ltd.
Repr. of Fubon Life
Insurance Co., Ltd.
: Tsai,Ming-Hsing
Yueh Sheng Investment
Co.,Ltd.
Repr. of Yueh Sheng
Investment Co.,Ltd.
: Chan Fu-Ju
Liqiu Investment Co.,
Ltd.
Repr. Of Liqiu
Investment Co., Ltd.
: Xu Li-Hong
Snowdown Merchandise
Corp.
Repr. Of Snowdown

Spouses and minor
childrens
shareholding

Individuals
shareholding

%

14,873,422

Shares

9.97

%
0

Name and relationship between the
company's top ten shareholders with the
relationship of interested parties or spouses
or relatives within the second degree of
kinship (note 3)

Shareholding
by nominee
arrangement
Shares

0

0

%

Name

Remarks

Relations

0

None

None

None

mother-son
sibling

None

0

0

0

0

0

0

Xu Li-Hong
Chan Ho-Po/Chan
Fu-Ju

12,689,840

8.50

0

0

0

0

None

None

None

mother-son
sibling

None

1,350,000

0.90

520,000

0.35

0

0

Xu Li-Hong
Chan Chi-Che/Chan
Fu-Ju

8,040,176

5.39

0

0

0

0

None

None

None

719,519

0.48

0

0

0

0

None

None

None

4,404,000

2.95

0

0

0

0

None

None

None

0

0

0

0

0

0

None

None

None

4,018,000

2.69

0

0

0

0

None

None

None

mother-daughter
sibling

None

141,984

0.10

0

0

0

0

Xu Li-Hong
Chan Ho-Po / Chan
Chi-Che

3,162,885

2.12

0

0

0

0

None

None

None

mother-son
mother-daughter

None

1,710,607

1.15

0

0

0

0

Chan Ho-Po/Chan
Chi-Che
Chan Fu-Ju

3,000,264

2.01

0

0

0

0

None

None

None

1,710,607

1.15

0

0

0

0

Chan Ho-Po/Chan

mother-son

None
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Merchandise Corp.
: Xu Li-Hong
Huang Lu Investment
Co.,Ltd.
Repr. Of Huang Lu
Investment Co.,Ltd.
: Chan Chi-Che
Gong Tong Zu Lin Co.,
Ltd.
Repr. Of Gong Tong Zu
Lin Co., Ltd.
: Chen,Chia-Tsung
Li,Ying-Chieh

Chi-Che
Chan Fu-Ju

mother-daughter

2,869,000

1.92

0

0

0

0

None

None

None

0

0

0

0

0

0

Xu Li-Hong
Chan Ho-Po / Chan
Fu-Ju

mother-son
sibling

None

2,611,117

1.75

0

0

0

0

None

None

None

60,000

0.04

0

0

0

0

None

None

None

2,455,369

1.65

431

0

0

0

None

None

None

Note 1: The top 10 shareholders shall be listed. Those who are corporate shareholders shall list the corporate shareholder names and the
representative's names separately.
Note 2: The calculation of shareholding ratio refers to the calculation of shareholding ratio in the shareholders themselves, spouses, minor children or
other persons involved.
Note 3: The shareholders listed in the disclosure, including the corporates and citizens, shall disclose their relationship with each other in accordance
with the issuer's financial reporting guidelines.
Note 4: Calculation of the number of shares and shareholding ratio includes common and preferred shares.

10. The number of shares of the same reinvested enterprise held by the Company, Company's
Directors, Supervisors, managers, and companies controlled directly or indirectly by the
Company, and the comprehensive shareholding ratio
April 24, 2020

Re-invested business

The Companys investment

Investment by Directors,
Supervisors, managerial
officers and businesses directly
or indirectly controlled by the
Company

The consolidated
investment (Note)

Shares

%

Shares

%

Shares

%

24,612,920

100%

-

-

24,612,920

100%

Kwong Lung Meko Co., Ltd.

-

100%

-

-

-

100%

Kwong Lung Japan Co., Ltd.

10,500

100%

-

-

10,500

100%

Bo Hsing Enterprise Co., Ltd.

-

100%

-

-

-

100%

Toptex Garment Co., Ltd.

-

100%

-

-

-

100%

Kwong Lung–O MON Co., Ltd.

-

100%

-

-

-

100%

Kwong Lung Feather (B.V.I.) Ltd.

P&B Collection Co., Ltd.

26,000,000

100%

-

-

26,000,000

100%

Snowdown Merchandise Corporation

6,635,543

39.50%

-

-

6,635,543

39.50%

17,280

100%

-

-

17,280

100%

1,400,000

46.67%

-

-

1,400,000

46.67%

Snowdown Merchandise (SuZhou) Co.,Ltd.

-

-

-

100%

-

100%

Kunshan Fulong Trade Co.,Ltd.

-

-

100%

-

100%

Huai An Guang Long He Yu Home Textile
Co.,Ltd.

-

-

-

51%

-

51%

JBV HI-TECH LTD.

-

-

1,350,000

30%

1,350,000

30%

J&B VIETNAM HI-TECH Co., Ltd.

-

-

-

30%

-

30%

5,000,000

100%

5,000,000

100%

Kwong Lung Europe sp. z o.o.
BBL Premium Co., Ltd.

Kwong Lung MEKO (B.V.I) Ltd.
Gong Tong Zu Lin Co.,Ltd.

-

-

3,148,080

39%

3,148,080

39%

Manumech Corporation

-

-

3,060,000

51%

3,060,000

51%

Intime Tech Co.,Ltd.

-

-

-

51%

-

51%

Daquan Hanshi Co., Ltd.

-

-

588,000

49%

588,000

49%

Lyon Ventures Holdings Ltd.

-

-

90,000

45%

90,000

45%

Note: It is the Companys long-term investments accounted for using equity method.
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IV. Capital overveiw
1. Capital and Shares
(1) Source of capital
1) Capitalization
Authorized Share Capital
Year/month

Issuing
price
(NTD)

Shares
(1000
shares)

Paid-in Capital

Amount
(NTD
1,000)

Shares
(1000
shares)

Remarks

Amount
(NTD 1,000)

2018.04

10

160,000

1,600,000

109,013

1,090,130

2018.05

10

160,000

1,600,000

109,370

1,093,703

2018.08

10

160,000

1,600,000

109,471

1,094,708

2018.12

10

160,000

1,600,000

109,874

1,098,745

2019.01

10

180,000

1,800,000

128,074

1,280,745

2019.03

10

180,000

1,800,000

128,554

1,285,540

2019.04

10

180,000

1,800,000

128,897

1,288,967

2019.08

10

180,000

1,800,000

133,002

1,330,019

2019.12

10

180,000

1,800,000

148,310

1,483,100

2020.04

10

180,000

1,800,000

148,507

1,485,075

Sources of Capital

Share value
written off by
assets other
than cash

Conversion from stock
warrants
Conversion from stock
warrants
Conversion from stock
warrants
Conversion from stock
warrants
Cash capital increase
from preferred shares A
Conversion from stock
warrants
Conversion from stock
warrants
Conversion from stock
warrants
Conversion from
corporate bonds
Conversion from stock
warrants
Conversion from
corporate bonds
Conversion from stock
warrants

None
None
None
None
None
None
None

Other
Jing-Shou-Shang-Zi
No.10701037160
Jing-Shou-Shang-Zi
No.10701055400
Jing-Shou-Shang-Zi
No.10701106750
Jing-Shou-Shang-Zi
No.10701148730
Jing-Shou-Shang-Zi
No.10701161890
Jing-Shou-Shang-Zi
No.10801029560
Jing-Shou-Shang-Zi
No.10801048200

None

Jing-Shou-Shang-Zi
No.10801105510

None

Jing-Shou-Shang-Zi
No.10801168810

None

Jing-Shou-Shang-Zi
No.10901055920

2) Type of Stock
April 24, 2020/Unit: shares
Type of Stock
Common
Preferred

Authorized Share Capital
Unissued
Outstanding shares
shares
131,016,331
30,783,669
18,200,000

Remark

Total
180,000,000

TPEx-listed stocks

3) Shelf Registration related information: N.A.
(2) Shareholder structure
1) Common Share
Shareholder structure
Quantity
Number of Shareholders
Shares held
Shareholding (%)

Government
Agencies

Financial
Institutions

Other
Juridical
Persons

Natural
Persons

0
0

10
12,380,147

124
51,461,458

16,183
63,777,071

0%

9.45%

39.28%

48.68%
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April 24, 2020
Foreign
Institutions
Total
and Natural
Persons
41
16,358
3,397,655 131,016,331
2.59%

100.00%

2) Preferred shares
Shareholder structure
Quantity

Government
Agencies

Other
Juridical
Persons

Natural
Persons

0
0

4
2,331,642

14
8,807,732

1,243
6,959,494

0%

12.81%

48.39%

38.24%

Number of Shareholders
Shares held
Shareholding (%)

Financial
Institutions

April 24, 2020
Foreign
Institutions
and Natural
Persons
4
101,132
0.56%

(3) Composition of Shareholders
1) Common Shares
April 24, 2020
Range of shares held
1 to
999
1,000 to
5,000
5,001 to
10,000
10,001 to
15,000
15,001 to
20,000
20,001 to 30,000
30,001 to 40,000
40,001 to 50,000
50,001 to 100,000
100,001 to 200,000
200,001 to 400,000
400,001 to 600,000
600,001 to 800,000
800,001 to 1,000,000
Over 1,000,001
Total

Number of
shareholders
10,430
4,351
714
234
158
155
71
51
80
47
24
13
5
3
22
16,358

Shares held
121,382
9,354,056
5,720,544
3,003,792
2,924,682
3,946,086
2,566,164
2,329,894
5,788,125
7,041,714
6,270,071
6,307,982
3,562,157
2,869,000
69,210,682
131,016,331

Shareholding(%)
0.09
7.14
4.37
2.29
2.23
3.01
1.96
1.78
4.42
5.37
4.79
4.81
2.72
2.19
52.83
100.00

2) Preferred shares
Shareholder Ownership
1
1,000
5,001
10,001
15,001
20,001
30,001
40,001
50,001
100,001
200,001
400,001
600,001
800,001

to 999
to
5,000
to 10,000
to 15,000
to 20,000
to 30,000
to 40,000
to 50,000
to 100,000
to 200,000
to 400,000
to 600,000
to 800,000
to 1,000,000

Number of
Shareholders
257
798
104
17
19
20
10
7
12
7
4
3
2
3
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April 24, 2020
Holding
Shareholding
Percentage%
61,537
0.34
1,225,642
6.73
805,979
4.43
223,253
1.23
360,833
1.98
524,233
2.88
349,143
1.92
341,577
1.88
972,963
5.35
870,000
4.78
1,092,000
6.00
1,568,000
8.62
1,368,000
7.52
2,798,000
15.37

Total
1,265
18,200,000
100.00%

Over 1,000,001
Total

2
1,265

5,638,840
18,200,000

30.97
100.00

(4) Major Shareholders
April 24, 2020
Shares
Major Shareholders

Shares held

Shareholding (%)

Kai Sheng Investment Co.,Ltd.

14,873,422

9.97

Ou Li Investment Co.,Ltd.

12,689,840

8.50

Evertrust Investment Co.,Ltd.

8,040,176

5.39

Fubon Life Insurance Co., Ltd.

4,404,000

2.95

Yueh Sheng Investment Co.,Ltd.

4,018,000

2.69

Liqiu Investment Co., Ltd.

3,162,885

2.12

Snowdown Merchandise Corp..

3,000,264

2.01

Huang Lu Investment Co.,Ltd.

2,869,000

1.92

Gong Tong Zu Lin Co., Ltd.

2,611,117

1.75

Li,Ying-Chieh

2,455,369

1.65

Note: Calculation of the number of shares and shareholding ratio includes common and preferred shares.

(5) Market price per share, net value, earnings, dividends and related information in the past
two years
Year
Item

2018

2019

For the year as of
May 10, 2020
（Note8）
45.95
35.00
41.22
33.40
NA

Highest Market Price
55.40
49.90
Lowest Market Price
38.50
43.05
Average Market Price
49.23
46.41
Before Distribution
31.48
33.88
After Distribution
28.46
30.94(Note9)
Weighted Average Shares
107,808
111,588
130,519
Earnings Per
(thousand shares)
Share
Earnings Per Share (Note3)
5.74
4.10
0.17
Cash Dividends
3.37065281
3 (Note9)
NA
Stock Dividend
from Retained
0
0
NA
Earnings
Free
Share
Dividends Per
Placement
Stock Dividend
Share
from Capital
0
0
NA
Reserve
Accumulated Undistributed
0
0
NA
Dividend(Note 4)
Price/Earnings Ratio(Note5)
8.58
11.32(Note9)
NA
Return on
Price/Dividend Ratio(Note6)
14.61
15.47(Note9)
NA
Investment
Cash Dividend Yield(Note7)
0.07
0.06(Note9)
NA
＊If there is share placement from capital increases out of earnings or capital reserve, the market price and cash
dividend information adjusted retrospectively based on the number of shares placed shall be disclosed.
Note 1:The highest and lowest market prices of common shares for each year were listed, and the average
Note 2:market price for each year was calculated based on the annual transaction value and volume.
Note 3:It is based on the number of shares issued by the end of the year and the distribution resolved by the
Market Price
Per Share
(Note1)
Net Worth Per
Share(Note2)
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shareholders meeting of the next year.
Note 4:If there is a retrospective adjustment due to circumstances such as free share placement, the preadjustment and post-adjustment earnings per share shall be listed.
Note 5:If the issue conditions of the equities have specified that undistributed dividends in the current year
may be accumulated until the year when there are earnings distributed, the accumulated unpaid
dividends s of the current year shall be disclosed separately.
Note 6:Price-earnings ratio = Average closing price per share for the year/earnings per share
Note 7:Price to dividend ratio = Average closing price per share for the year/cash dividends per share
Note 8:Cash dividend yield = cash dividends per share/average closing price per share for the year
Note 9:For the net value per share and earnings per share, data in the latest quarter as of the printing date of
the annual report has been certified by CPAs should be filled in; for the other columns, data in the
current year was as of the printing date of the annual report should be filled in.
Note 10:The 2019 earnings are pending on the recognition by the regular shareholders' meeting.

(6) The Company's Dividend Policy and Implementation
1) Dividend Policy
(a) The dividend policy set forth by the Companys Articles of Incorporation
If the Companys annual final account discloses profit, the Company, after paying
all taxes and offsetting the accumulated losses, shall first appropriate 10% to legal
reserve, unless the legal reserve has reached the amount of paid-up capital, and
then set aside or reverse the special reserve, in accordance with the law. If there is
still a surplus, it may be first distributed as dividends to preferred share as allowed
in the current year. If there is still a surplus, combined with the undistributed
surplus of previous years, it shall be distributed by the resolution of the
shareholders’ meeting following the submission of the earnings distribution
proposal from the Board of Directors.
The cash dividends in the shareholders' dividends should not be less than 20%, and
the distribution of stock dividends is adjusted in accordance with the actual
financial structure. The ratio of earnings provided for distribution and the dividend
distribution ratio may be adjusted by the resolution of the shareholders meeting
depending on the actual profit and funding of the year. The Company's dividend
policy is to consider the Company's capital expenditure and operating turnover
needs, to first retain the earnings for the needs, and then convert it to capital to be
distributed to shareholders. If there are residual earnings, the Company may decide
the most appropriate dividend policy based on the actual operating conditions of
the current year and considering the funding budget planning for the next year.
(b) The Company is in the stage of growth. The types of dividends will be distributed
in the form of stock or cash according to the future funding needs and equity
dilution. In principle, the cash dividend shall not be less than 20% of the total
dividends.
(c) At present, the Company's earnings distribution is mainly based on cash dividends.
In the future, the Company will continue to maintain a stable cash dividend policy,
and will study whether to appropriately distribute stock dividends according to the
funding needs and the degree of equity expansion.
2) The 2019 earnings distribution proposed by the 2020 Shareholders Meeting was
resolved by the Board of Directors on March 27, 2020, proposing to distribute cash
dividends of NT$ 45,500,000 (NT$2.5 per share) to the Company's preferred shares A,
and then cash dividends of NT$ 392,016,741 (NT$3 per share) to the Company's
common shares. After the resolution by the Regular Shareholders' Meeting, the
Chairman was authorized to set the record date for dividend entitlement.
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3) When it is expected to have significant changes in the dividend policy, it should be
explained: There is no significant change in the dividend policy.
(7) The impact of the free share placement proposed in the shareholders' meeting on the
Company's business performance and the earnings per share: N.A.
(8) Remuneration to employees, directors and supervisors
1) The percentage or range of remuneration to employees, Directors and Supervisors
specified in the Company's Articles of Incorporation：
If there is profit for the current year, the Company shall contribute at least 1%, but
not more than 10%, to employee compensation, and set aside no less than 1% as
employee remuneration, and whether it is to be distributed by cash or stock is
resolved by the Board of Directors. The recipients include subordinate companies
employees who meet certain conditions. The Company may appropriate no more
than 5% of the aforementioned profit as remuneration to Directors and Supervisors
by the resolution of the Board of Directors. The proposals of the distribution of
employee remuneration and remuneration to directors and supervisors should be
reported to the shareholders' meeting.
However, when the Company still has accumulated losses, it should first reserve
the amount to offset the losses, and then appropriate the remunerations to
employees, and directors and supervisors according to the ratios specified in the
preceding paragraph.
2) The basis to estimate the remuneration to employees, the directors and supervisors, the
calculation basis of the number of shares distributed for employee remuneration, and
the accounting treatment when the actual distribution amount is different from the
estimated amount.
(a) The company's annual undistributed stock dividends is based on the range of
percentage stated in the Company’s Articles of Incorporation and the possible
distributed amount from past experience.
(b) Calculation basis of the number of shares distributed for employee remuneration：
The Company did not distribute stock dividends in 2019.
(c) When the actual distribution amount is different from the estimated amount, it is
treated as changes in accounting estimates and listed as profit or loss in the
following year.
3) The distribution of remuneration resolved by the Board of Director
(a) Employee remuneration and remunerations to directors and supervisors：On March
27, 2020, the Company's Board of Directors approved the 2019 employee
remuneration of NT$ 17,110,000 and the remunerations to directors and
supervisors of NT$ 10,550,000, which was no different from the annual estimated
amount in the recognized expenses.
(b) The ratio of employee remuneration distributed by stocks to the net profit after tax
and the total employee remuneration in the standalone or individual financial
reports in the current period: 0%. (The 2019 employee remuneration is distributed
in cash)
4) Distribution of employee remuneration and remunerations to directors and supervisors
in 2018
(a) Distribution of employee remuneration and remunerations to directors and
supervisors in the current year:
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Employee remuneration:NT$ 26,898,783
Remunerations to directors and supervisors:NT$ 11,550,000
(b) If there is a difference between the above amount and the recognized remunerations
to employees and directors and supervisors, the difference, reason and handling
situation should be stated: No difference.
(9) The Company's share repurchase (in progress)
May 10, 2020
Repurchase session

5th

Purpose of buyback

Maintain the Company’s credit and shareholders' rights

Type of shares to be repurchased

Common shares

Cap on the amount of repurchasing

NT$ 3,008,536,000

Scheduled repurchase period

2020/3/30~2020/5/29

Total number of shares planned to be
repurchased

2,600,000 shares

Price range of repurchase

NT$ 32~45 per share
When the Company's stock price is lower than the lower price
limit in the above range, it will continue to execute the share
repurchase.

Types and quantities of shares
repurchased

0

The amount of repurchase executed

0

The ratio of shared repurchased to the
planned repurchase quantity（%）

0%

2. Corporate Bonds
(1) Issuance of Corporate Bonds
Corporate bond

Domestic 1st unsecured convertible bond

Issuing Date

September 30, 2016

Par value

NTD100,000

Issuing and trading location

TPEx, Taiwan

Issue Price

Per par value

Total amount

NTD800,000,000

Coupon rate

0%

Tenor and Maturity Date

Three years. Maturity Date: September 30, 2019

Guarantor

None

Trustee

Entrust Department, Yushan Commercial Bank Co., Ltd.

Underwriter

KGI Securities Co., Ltd.

Certifying lawyer

N.A.

Certifying accountant

N.A.

Repayment

According to Article 6 of the Company's Corporate Debt Conversion
Measure, in addition to the bondholders convert the bond to the
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Company’s Common Shares in accordance with Article 10 of this
Measure, or the Company redeems it in advance according to Article
18 of this Measures, or the Company buys this bond back from the
securities firm and cancels it, the Company totally pays the
convertible bond held by the bondholder in cash at the expiration of
the convertible bond.
Unpaid principal

NTD 0

Redemption or advance payment

Refer to the Company's issuing and converting measure of 2016 1st
domestic unsecured convertible bond.

Restricted terms

None

Names of credit rating agency,
evaluation date, corporate bond
review result, etc.
Up to the date of printing
this annual report, the
amount of Common
Shares, overseas
depositary receipt or
Other other securities that have
rights been converted
(exchanged or
subscribed)
Issuance and conversion
(exchange or
subscription) measure

N.A.

NTD 799,300,000

Refer to the Company's issuing and converting measure of 2016 1 st
domestic unsecured convertible bond.

Issuance, conversion, exchange or
subscription measure, issue
conditions, and possible dilution
of equity and impact on existing
shareholders' equity

As calculated based on the current conversion price, the capital
expansion ratio is 12.68%. The convertible bond has no equity
dilution effect on the Company before the creditor has requested to
execute the conversion right. The creditor can choose to convert at
the favorable time point during the convertible period. Therefore,
there is a deferred effect on equity dilution. Reducing and delaying
the dilution of equity does not have a significant impact on the
interests of shareholders. In view of the impact on the existing
shareholders' equity, although the convertible bond will increase the
company's liabilities before the conversion, yet, when the
convertible bond is converted into Common Shares, in addition to
reducing the debt, it will also increase the shareholders' equity,
thereby increasing the share and net value. Thus, in the long run, the
existing shareholders' equity is more secure.

Reserving agency name of the
exchanging object

N.A.

(2) Information of convertible corporate bonds
Convertible bond type
Year
Max.

119.10

For the year as of May 10,
2020
N.A.

Min.
Average

104.50
110.71

N.A.
N.A.

40.96

N.A.

Item
Market price of
convertible
bond

Domestic 1st unsecured convertible bond

Converting price

2019

Issuing (processing) date and
converting price at issuance

Issuing date: 2016/09/30
Converting price at issuance: 50.88

Conversion fulfilling method

Issue new shares

3. Preferred Shares
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Item

Issuing (processing) date

December 20, 2018 for preferred shares A

Par value
Issue Price
Shares

NTD10
50 per share
18,200,000 shares

Total amount

NTD910,000,000

Dividend and bonus

Rights &
obligations

Distribution of surplus
property

Exercise of voting
rights

Others

1. The annual interest rate of this Preferred Shares is 5% (the fiveyear IRS rate of the pricing benchmark date (November 20,
2018) is 0.9050% + fixed plus rate [4.0950%]), based on the
issue price per share, the fixed plus rate will be adjusted to
[1.0950%] from the first business day of the due date of fiveyear period since the issuing date. The five-year IRS interest rate
will be reset on the first business day after five years since the
issuing date and every five years thereafter. The price base date
of interest rate re-set is two Taipei financial operation days
before the interest rate reset date, and the five-year interest rate
indicator IRS is the arithmetic mean of the interest rate re-pricing
benchmark at 11:00 am on the 11th of Taipei financial operation
day in the exchange rate of the “TAIFXIRS” and “COSMOS3”
five-year interest rate announced from Router (UK). If the above
quoted price cannot be obtained on the base date of interest rate
re-set, the Company will decide the interest on the basis of
honesty and reasonable market condition.
2. If the Company's annual final account is surplus, in addition to
paying taxes per laws, it shall first compensate the previous
annual losses and provide statutory earned surplus per laws, and
then proposes or revolves special earned surplus according to the
regulations. If there is still a balance available, priority is given
to distribute to the Preferred Shares of current year. The
Company has discretionary power over the distribution of
dividends to Preferred Shares. If the Company's annual
settlement has no surplus to distribute the Preferred Shares
dividend, the Company can decide not to distribute the Preferred
Shares dividend, which the Preferred Shares shareholders shall
not object it. This Preferred Shares is non-cumulative one, if
dividend is not or insufficiently distributed, it shall not
accumulate together with the future annual deferred payment.
Preferred Shares dividend is paid out in cash at one time each
year. After the annual financial statements are recognized by the
Shareholders Meeting, the Board of Directors sets the base date
to pay the dividends issued in the previous year. The number of
issuances for the issuance year and the annual dividend will be
recognized on the dividend vouchers based on the actual number
of days issued in the current year.
The order in which the Preferred Shares shareholders distributes
the Company's remaining property take precedence over the
Common Shares shareholders and is in the same order of various
Preferred Shares shareholders issued by the Company, which is
inferior to the ordinary creditor, but is limited to the status of not
exceeding the distribution amount of Preferred Shares issue price.
Shareholders of this Preferred Shares have no voting selecting
rights, but can be elected as directors and supervisors; shareholders
who have the voting right on the Shareholders Meeting or issue
involving the rights of Preferred Shares.
1. This Preferred Shares shall not be converted within one year
from the issuing date (December 20, 2018). From the next day
of the due date (December 21, 2019), shareholders of this
Preferred Shares shall apply to convert part or all of the Preferred
Shares they are holding to the Common Shares (the conversion
ratio is 1:1) within the conversion duration. The minimum unit
of conversion is one share. After the Preferred Shares are
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converted into Common Shares, their rights and obligations are
the same as Common Shares, the distribution of annual Preferred
Shares dividend is calculated based on the ratio of the actual
number of issued days in the current year to the number of entire
year days. However, those who are converted into Common
Shares before the dividend (interests) distribution date in each
year shall not participate in the distribution of Preferred Shares
in the current year yet can participate in the distribution of
Common Shares surplus and additional paid-in in capital.
2. When the Company issues new shares in cash replenishment, the
Preferred Shares shareholder and Common Shares shareholder
have the same new share options.
Amount already
recovered or converted
Amount unrecovered or
converted
Preferred
Shares in
market

2017

Market
Price
Per
Share
(Note
1)

2018

2019
To
202005-10

0
NTD910,000,000

Highest market price

The Company shall, at any time from the day after the expiration
of the five-year period of issue (December 21, 2023), submit the
Preferred Shares Shareholders a 30-day "Preferred Shares
Resumption Notice" by announce or letter to retrieve all or part of
the Preferred Shares by the original actual issue price at the original
actual issue price. The non-retrieved Preferred Shares shall
continue the original rights and obligations. In the current year of
retrieving the Preferred Shares, if the Company's Shareholders
Meeting decides to issue dividend, the dividend to be paid till the
retrieved date shall be calculated based on the actual issue days in
the year.
N.A.

Lowest market price

N.A.

Average market price

N.A.

Highest market price

N.A.

Lowest market price

N.A.

Average

N.A.

Highest market price

54.90

Lowest market price

51.50

Average

52.82

Highest market price

54.10

Lowest market price

45.70

Recover or convert
term

Average
Converted or subscribed amount
up to the printing of this
Other
annual report
rights
Issuance, conversion or
subscription measure
Issue conditions, and possible dilution of
equity and impact on existing
shareholders’' equity of Preferred Share

51.87
0
Refer to the Measure of Company's 2018 Type A Preferred Shares
issuance and conversion.
None

4. Issuance of overseas depository receipts:None
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5. Issuance of employee stock warrants
(1) The Company shall disclose the handling of employee stock warrants as of the printing
date of the annual report and impact on shareholders’ equity for the un-matured employee
stock warrants
Types of employee stock
warrants
Effective registration date
Issue date
Number of units to be
issued
Ratio of subscribable
shares issued to total
issued shares
Subscription duration
Performance method
Subscription restriction
period and ratio (%)
Number of shares obtained
from execution
Amount of executed
subscription
Quantity of unexecuted
stock warrants
Subscription price per
share for those who do not
execute stock warrants
Ratio of unexecuted stock
warrants to total issued
shares (%)
Impact on shareholders'
equity

May 10, 2020
2018 2nd session of
employee stock
warrants
June 11, 2018

2014 2nd session of
employee stock
warrants
April, 10, 2014

2018 1st session of
employee stock
warrants
June 11, 2018

March 20, 2015

June 12, 2018

May 10, 2019

955 units

1,610 units

590 units

0.64%

1.08%

0.40%

6 years

5 years

5 years

Issue new shares

Issue new shares

Issue new shares

50% at 2-year-maturity
75% at 3-year- maturity
100% at 4-year- maturity

50% at 2-year-maturity
100% at 3-year- maturity

50% at 2-year-maturity
100% at 3-year- maturity

440,000 shares

0 share

0 share

NT$14,115,350

NT$0

NT$0

290,000 shares

1,183,000 shares

562,000 shares

NT$ 29.7

NT$ 43.1

NT$ 44.3

0.19%

0.79%

0.38%

No actual significant
impact to shareholders’
equity

No actual significant
impact to shareholders’
equity

No actual significant
impact to shareholders’
equity
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(2) As of the printing day of the annual report, the names, obtaining & subscription of the managerial officers obtaining employee stock warrants
and the top 10 employees obtaining employee stock warrants certificates
April 24, 2020

Title
(Note 1)

Name

Amount of
stock
warrants

Ratio of
certificates
amount to
total shares
issued
(note 4)

Subscribed (note 2)

Shares
subscribed

Sharesubscription
price
(Note 5)

Total
subscription
cost

Not subscribed (note 2)
Ratio of
subscription
to total shares
issued
(Note 4)

Shares
subscribed

Share-subscription
price (Note 6)

Total
subscription
cost

CEO
Chan Ho-Po
29.7
601,000
0.40%
210,000
29.7
6,237,000
0.14%
391,000
43.1
15,698,100
Vice General Manager
Ma Tien-Li
44.3
Vice General Manager
Xu, Li-Ting
Assistant manager
Wang Rui-Wen
Chairman & General
Lai Mao-Hong
Manager of Manumech Corp.
Assistant Manager
Sun Yu-Lan
Manager
Tsai,Shau-Yi
29.7
Employee Assistant Manager
32.0
Chang,Jung-Hua
645,000
0.43%
150,000
5,167,500
0.10%
495,000
43.1
20,327,500
(Note 3)
36.9
Assistant Manager
Lin,Shang-Tien
44.3
Specialist
Lai,Po-Ta
Vice Section Manager
Chien,Kuang-I
Assistant Manager
Yeh,Shih-Chi
Assistant Manager
Zhou Chong-Gao
Manager
Ho,Chun-Lung
Note 1: Including managers and employees (note the ones being resigned or died), disclose individual names and titles, but the status of acquisition and subscription can be disclosed in a summary manner.
Note 2: The column number is adjusted according to the actual issuing times.
Note 3: The top 10 employees obtaining the certificates voucher are the employees other than the managers.
Note 4: The total number of issued shares means the number of shares listed in the change registering data on MOEA.
Note 5: The executed employee stock subscription option price shall disclose the stock price at the time of execution.
Note 6: The unexecuted employee stock option subscription price shall disclose the adjusted subscription price according to the issuing method.

Ratio of
subscription
to total shares
issued
(Note 4)

Manager

0.26%

0.33%

6. Issuance of new restricted employee shares:None
7. Issuance of new shares in connection with mergers or assigneeing other companies: None
8. Implementation of funding utilization plan:The Company has not issued or completed private placement of securities or those which have
completed in the last three years and the benefits of the plan have not yet shown.
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V. Operation Overview
1. Business Activities
(1) Business scope
1) The primary business content and sales-to-revenue ratios
Year
Item
Garments
Down material
Home Textiles
Others
Total

Unit: In thousands of New Taiwan Dollars
2019
Sales-to-revenue
Sales
ratio (%)
4,627,974
43.69%
3,229,224
30.48%
1,694,013
15.99%
1,042,658
9.84%
10,593,869
100.00%

2) Current products and services
The company is conducting cleaning and
processing of down material, OEM of garments,
production and sales of down bedding and
Household Textiles.
3) Planned new products(services)
 Garment
(a) Development of new products: In order to maintain good customer relations and
provide more diversified choices to meet the needs of different customers or
markets for comfortable wearing, based on customer needs and market trends, the
garment business unit orients the design towards functionality of consumers
diverse needs, continues to use the advantages of sharing internal resources,
develops horizontal communication and vertical depth development, combines
factories’ professional production experience and special equipment, continues to
develop various differentiated customized design products, in order to have a close
relationship with customers. Niche products such as environmentally friendly resin
cotton and imitation velvet, including conventional resin cotton, special functional
resin cotton and lightweight insulation resin cotton can greatly increase Kwong
Lungs competitiveness.
(b) The establishment of the smart factory information center: The completion of the
construction of the combat information center, to display the output and
productivity on the system page in real time, and calculate the non-conformance
rate. At the same time, it displays the groups with abnormal production for the
relevant personnel to deal with in real time, or provide real-time supports to
overseas. Based on the arrival of raw materials and customer delivery requirements,
a scheduling verification system is developed, to cross-calculate in order to get
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orders for recommended priority production, and let relevant personnel get a hold
of the material status. Through big data analysis including daily, weekly, monthly,
and quarterly productivity, order quantity, and the relationship between
productivity and IE working hours, the number of orders and product difficulty that
the factory is suitable to produce can be learned, and reports can be queried online
in real-time. Starting from acceptance, all materials are controlled by barcode to
track production history, and the factory shipment information can be displayed in
time.
(c) Gradually evaluate and introduce semi-automatic equipment production to
improve uniformity of product quality and production efficiency.
(d) Implement 3D design software to tools design of production line auxiliary
production. Conduct analysis and simulation via the 3D design environment to
reduce the development and design time of tools and speed up the implementation
process.
(e) Continue to strengthen the advanced production technology and smoothness, such
as the optimization of template production methods and the development of
machine sewing tools.
 Down material
(a) Development of functional down
In response to the gradual rise of outdoor leisure sports in recent years, the demand
for functional clothing has greatly increased. In addition to functional and keeping
warmth, the look of clothing has also begun to be emphasized in outdoor casual
clothing. The down raw materials used as filler have also evolved as a provider of
functional clothing from the role of simply providing warmth. In addition to
functionality, Kwong Lungs down also began to consider the design effect of down.
The promotion of functional down products with water repellent, thermal storage
and antimicrobial fabric has gradually been accepted by the market. However, with
the improvement of functional technology by various down manufacturers, waterrepellent, antimicrobial, and thermal storage (heat-generating) down products are
also being introduced one after another, and various functional apparel
manufacturers in the market are competing by their functional product capabilities
with each other. Facing the challenges from competitors, Kwong Lung has been
continuously refining our functional product technology by adhering to the leading
position of functional products.
(b) Producing environmentally friendly products
Functional down materials is the direction of Kwong Lung's continuous
improvement, maintaining the results of new product research and technology
development. Led by the plastic restriction policies of various countries, various
chemical fiber manufacturers and brand owners have invested more and more in
recycling plastics to make clothes, and any waste recycling and reuse as renewable
resources is beneficial to the Earth. Kwong Lung has the responsibility to
contribute to the natural environment. In 2019, Kwong Lung introduced a system
to recycle down and feathers and established strict quality standards. The collected
down feathers will undergo a series of classification, cleaning, and disinfection
processes to achieve high-standard quality recycling, achieving the goal of textile
recycling, and obtain the Global Recycled Standard (GRS) certification. Recycling
waste instead of incinerating it, the down recycling system can reduce carbon
dioxide emissions, and can also provide a stable supply of recycled down without
being affected by environmental factors such as bird flu. It also allows consumers
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to choose environmentally friendly reworked products, promoting a circular
environmentally friendly business model and reducing the impact on the
environment. In view of consumers’ increasing requirement on environmental
protection awareness, Kwong Lung upholds the spirit of social responsibility to
bring environmental friendliness or energy saving and environmental protection
into the main pillars of the Company’s development in the future, moving towards
both functionality and sustainability.
(c) Improvement of production technology
Kwong Lung implements the ISO 50001 energy management system as the
production energy management standards, actively improves production
equipment, and increases equipment efficiency in recent years. In terms of
production schedule optimization, by combining automated production equipment
and big data down production database, it can effectively reduce the standby time
of production, reduce unnecessary idle of the machine, and increase productivity.
In terms of optimizing the washing process, through continuous development and
testing of the washing agent and washing section so that the washing agent can
conform to the Bluesign environmental standards, the reaction time of the agent in
the process is shortened to reduce the amount of water and electricity,
substantiating the goal of reducing energy consumption.
(d) Smart factory construction
In the wave of Industry 4.0 and Internet of Things applications, Kwong Lung also
takes this smart train, devoted to the planning and construction of smart factories.
On hardware equipment, Kwong Lung has invested a lot of automation machinery
and equipment, which not only reduces the load of labor, but also reduces human
errors, and also improves the safety and convenience of the working field. In terms
of software application, Kwong Lung skips the paper work of the past and
implements an electronic management system for a one-stop electronic process of
raw materials management, production processes and scheduling, quality control,
and product confirmation. In addition to improving production efficiency and
quality stability, it can also be used for retrospective inquiry and real-time
monitoring of production processes, making traditional manufacturing more
technological and smarter. In addition to improving production efficiency and
stable quality, it also provides tracing inquiry and real-time monitoring of
production processes, making traditional manufacturing more technological and
smarter.
 Home Textile
Introduce new production machines, such as folding bedding automatic machine,
automatic down filling machine, automatic turning machine, labor saving device
for binding machine, etc., providing multiple-use in one machine and adjusting
production demand, to improve production capacity and quality.
(2) Industry overview
1) The present industry status and development
The Company and its subsidiaries are specialized in the production of down, bedding,
ski suits and outdoor sports jackets, and it is one of the few companies that perfectly
integrate upstream down materials, downstream garments and home textiles.
Therefore, its revenue mainly comes from the fine-washing and processing of down
raw materials, OEM garment manufacturing, down bedding and home textile products.
The current status and development of these three industries are described as follows:
 Garment
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According to WTO statistics, the global garment trade in 2017 was US$ 497 billion,
an increase of 12.2% from 2016. The world’s largest garment exporter is still the
Mainland China, with exports of US$ 158.5 billion, accounting for 31.9% of the global
garment trade. The rest of the top five are EU, Bangladesh, Vietnam and India. Among
the 10 ASEAN countries, Vietnam, Indonesia, Cambodia and Malaysia also entered
the top 15. Taiwan was ranked 36th in the world. Except for some operating the
domestic market, those export-oriented garment factories mostly use Taiwan's
excellent and competitive-priced gauze, and produce orders of small quantities,
complex styles or shorter delivery term in Taiwan.
In 2017, the EU, the United States, and Japan were the world’s top three ready-to-wear
garment markets, with total imports of US$ 317.5 billion, accounting for 73% of global
garment import trade; the combined imports by the Mainland China and Hong Kong
were US$ 19.7 billion, accounting for 4.5% of global garment import trade; Taiwan’s
imports were US$1.9 billion, ranked 19th.

In response to the ever-changing sales market, customers are looking for the
functionality of consumers' diverse needs in terms of design. In order to improve sales
performance and increase turnover, customers control inventory and operating costs,
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and significantly reduce purchase’s unit price for profit, which in turn affects the
manufacturers’ competition in the unit price of ready-to-wear garment orders.
Moreover, due to rising wages in various production areas, inflation and rising raw
material costs, the manufactures’ situations are getting worse. Therefore, the
manufacturers must rely on the integration and close cooperation of industrial
upstream, midstream and downstream supply chains to break from the current adverse
conditions, and must strengthen factory management and upgrade factories to be
professional production factories. Therefore, the Company continues to carry out the
smart factory project with the expectation to achieve mechanized production in the
next 3 to 5 years, in order to fight rising labor costs, strengthen the efficiency of
production and supply capacity, make development plans in accordance with trends of
customers’ demand, increasing interaction with customers to develop association and
creating higher profit opportunities.
In the past, most domestic garment manufacturers often rely on a high level investment
in internal management capabilities. In addition to continuous efforts, Kwong Lung
also invests in the integration of innovation and development of main materials and
fillers. By providing professional service suggestions and highly innovative
differentiated products to widen the gap with competitors.Kwong Lung can have better
use the internal horizontal integration of the internal resources
to develop
diversification and highly functional products, enhancing the garment business unit’s
overall uniqueness in clothing design, grasping of market trends, and
competitiveness of specially innovative fillers’ diversification.
 Down material
In recent years, in response to the extreme weather and the market demand for warm
clothing, as well as the modern people's focus on leisure activities, the demand for
outdoor and warmth retention clothing increases, and the down textile market have
been greatly welcomed by consumers. According to statistics from the research
institute, Transparency Market Research, the global down and feather market has a
compound annual growth rate of about 7% from 2018 to 2026, and the output value
will reach about US$8.2 billion in 2026, indicating that consumers’ demand for down
textiles is very high. It is very beneficial for the future development of the down
industry.
In addition, according to the statistics of the International Trade Centre (ITC), the
world’s imports of down raw materials reached US$ 1.54 billion in 2018, whereas
Vietnam, Mainland China, Japan, the United States and Germany were the world’s top
five importers, with a total import value of about US$1.051 billion, accounting for
about 68% of the world’s down and feather import trade.

According to the statistics of Customs Department, Ministry of Finance, the Republic
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of China, Taiwan's down materials are mainly imported from Asia and Europe. Among
them, the main Asian countries are the Mainland China and South Korea; whereas
Taiwan's down/feather raw materials are mainly exported to the Mainland China, Japan
and Vietnam.

In the future, the global climate change will become more and more severe. With the
summer becomes hotter and the winter becomes colder, the demand for highly warmth
textile fillings will be greatly increased. The down has the characteristics of light
weight and warmth, and it has always been an expensive quilt and clothing filling in
the past. Down is the upstream raw material for ready-to-wear garments, bedding, and
furniture products. Therefore, changes in the market demand for the down industry are
closely related to the prosperity of the downstream industry, and changes in the
demand for downstream industries are closely related to the macroeconomic
environment.
Looking forward to the overall global economic situation in 2020, the spread of the
COVID-19 pandemic has led to stagnation of economic activities, coupled with the
collapses of oil prices and investment confidence, the pressure on economic recession
in countries is increasing. The Institute of International Finance (IIF) predicts that the
global real economic growth rate in 2020 will be negative 1.5%, which is the first
negative growth in 11 years since the 2009 financial crisis, with Japan, the United
States and Europe falling into negative growth at the same time. With the Group's
transformation strategy, the down business unit will adopt strategic restrictions on the
scale of revenue in 2020, with increasing profitability as the focus of its operations. It
will go deeper into the countries of origin to obtain special sources of supply, in order
to increase the profitability of the down business.
 Home Textile
Over the years, the textile industry has gradually formed three categories: home
textiles, apparel textiles and industrial textiles. Home textiles are consumer necessities
and occupy an important market position in the textile industry. The increase in
consumer income and the improvement of quality of life will drive the growth
momentum of home textiles.
According to WTO statistics, the global textile trade in 2017 was US$ 315 billion, a
10.9% increase from 2016; the Mainland China was the world ’s largest textile
exporter with an export value of US$ 109.9 billion, accounting for 34.9% of global
textile trade; the next were the EU, India, the United States, Turkey, South Korea, and
Taiwan. Taiwan was ranked seventh, with an export value of US$9.2 billion, with an
86

important supply position for the world’s functional and environmentally friendly
textiles.

In 2017, the world’s top three importers of textiles were the European Union, the
United States, and the Mainland China. After adding the entrepot trade via Hong Kong,
the Mainland China’s textile imports in 2017 were US$ 24.4 billion. After processing
imported textiles into ready-made garments, the Mainland China then exports them or
supplies to the domestic market. It is an important market for the Taiwanese industry.
Taiwan imported US$1.3 billion of textiles in 2017, ranked 31st in the world.

In the future, the Home Textile Products Division will continue to innovate and change
on the solid foundation of the original down products, combined with the choice of
health materials with the concept of health and wellness, and further improve industrial
competitiveness through technological innovation, smart manufacturing and refined
management, resolving various risks caused by environmental uncertainties at home
and abroad, and creating new and broader market space.
2) Linkage of industry upstream, midstream, and downstream
 Garment
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 Down material

 Home Textile
Petroleum

Natural materials
Fiber (functional, common)
Natural filler supplier

Processing factory

Spinning textile industry

Dyeing industry
Finished clothing

Bedding processing
factory

Transfer of logistic
warehouse
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Sell to shops

Chemical fiber filler

Raw materials
processing

3) Products' various development trends and competition situations
 Garment
In response to the continuing global warming and the demand for sustainable
environment, in addition to the trend of reducing the demand for thermal insulation
products, and the difference in extremely cold and hot temperature, the original
temperature distribution zone and the seasonal weather pattern shift, resulting in
people’s strong demand for apparel functionality. Thus, it inspires continuous
innovation in the textile and garment industry. In terms of Today's trend in the
consumer market, there is the demand for the functionality of sun protection, wind
protection, waterproof and breathable for spring and summer clothing; the unusually
cold winter causes an increase in the demand for thermal products. Brand customers
and consumers around the world are actively demanding the development of
environmentally sustainable textiles, which is beneficial to environmental protection,
such as thermal products made of recycled or natural fibers. At the same time, it still
needs to retain the original excellent functions, focusing on keeping warmth,
convenient storage and carrying, and wearing comfort. In addition to the basic
attractive design styles and color matching, it also requires product comfort and
functionality.
Although down is still the best thermal insulation material in the world, due to its
continued high price, loss of thermal stability when wet and difficulty in maintenance,
there is still a demand for resin cotton products in the market. Through the integration
of internal resources, Kwong Lung has developed an inner filling thermal insulation
resin cotton product. It has obtained patents and continues to develop and use
environmentally friendly materials. Compared with other resin cotton competitors, this
product has lightweight, washable, better dispersity, and higher quality. Most of the
inner filling resin cotton in the market will form clumps after washing, so the products
developed by Kwong Lung have differentiation and niche.
The prevalence of outdoor activities, corresponding outdoor leisure accessories
become more popular. Just as to emphasis on function, fashion, and practicality, for
the popular functional sleeping bags to meet the shopping needs of nature-loving
people, the industry has launched multi-functional sleeping bags that are easy to
remove and wash, lightweight storage, water-repellent, breathable and comfortable,
windproof and cold-resistant, waterproof and flame-retardant, high safety, solar
thermal insulation, heating insulation, magnetic health care, and backpack-type design,
innovating to meet the diverse needs of consumers. Therefore, it is predicted that the
demand for such products will continue to increase in the future, and market
competition will become more intense.
 Down material
As the global down industry seldom develops functional down, but with the rise of
leisure life, the outdoor leisure market has gradually become mainstream, and
functional textiles of functional down combined with functional fabrics are favored by
consumers. Kwong Lung leads the industry in research of functional down’s
development and production, and gradually introduces functional down products with
water repellent, thermal storage, antimicrobial, and heat insulation, widely accepted
by the market and brand customers. In recent years, some other manufacturers have
also launched down products with the same or similar functions and entered the market
of functional down products.
In term of down quality, the standard methods in each market can be used to evaluate
and verify the quality of down. For other functional certifications, there are few
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certification methods on down products. Because the characteristics of general textiles
and down are quite different, the inspection and certification of general textiles cannot
effectively and correctly present the efficacy of composite functional down products,
for example, the certification of down’ water-repellent capacity and the thermal storage
and insulation capacity. Thus, Kwong Lung cooperates with third-party testing units,
such as TTRI or IDFL, and keeps closely contacts, to jointly develop testing methods
that are suitable for functional down and test the effectiveness of these testing methods,
as well as the feasibility of being industry standards.
 Home Textile
Down bedding products have evolved initially from the simple thermal insulation
products to diverse products with the pursuit of humanity, functionality, and the use of
natural raw materials to meet consumers’ aesthetic value and use values. However,
according to different stages of different market development, Kwong Lung
specifically responds to the different markets’ needs, using different products, designs,
and strategic differentiation to improve its own competitiveness.
In terms of product category structure, the vigorously increased investment in chemical
fiber production capacity will effectively promote the growth of chemical fiber
products. The steady growth of new raw materials and products has expanded the room
for huge future development and increased services of product completeness for
customers.
(3) Overview of technology and R&D
1) R & D expenses invested in the most recent year and as of the printing date of the
annual report
Unit: In thousands of New Taiwan Dollars
Year

2019

item
R & D expenses

As of May 10,2020
51,919

17,638

2) Successfully developed technology or product
 Garment
The Garment Business Unit specializes in sewing with high complexity and heat sealer
technology, with the advantages of high quality down materials, and it is mainly
engaged in ski jackets and pants and waterproof, breathable, highly efficient and
thermal outdoor sportswear jackets. In order to reduce the consumption of raw
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materials, all units of the R & D department use computer aided pattern-making. In
addition to increasing the utilization rate of fabrics, it also reduces the time waste and
error rate of data transmission and file conversion between the technical department
and the factory’s R&D, so as to improve the overall R&D time efficiency and reduce
costs.
The current R & D results are as follows:
(a) The database of pattern revision difficulties has continuously accumulated pattern
room technology and excellent patterns. It currently has established a complete
training method for pattern makers, focusing on technical heritage, and upgraded
the pattern making technology in each plant.
(b) Use patented high-end laminating technology, extending the technical level and
product application of facing, establishing the industry's high-tech threshold, and
continuing to develop the extended use of related technologies.
(c) Newly developed method of seamlessly laminating elastic bands, which can be
used for waist circumference, leg opening, and waist line.
(d) Self-development, such as the optimization of large-scale multi-bar hot press,
multi-function button sewing machine, self-made seam binding equipment, and
the use of special machines, can improve the smoothness and quality of production.
(e) Gradually evaluate and implement the semi-automatic production equipment to
improve uniformity in product quality and production efficiency.
(f) Implement 3D design software to conduct tool design for production line auxiliary
production. Analyze and simulate via 3D design environment to reduce the time
spent on trial and error.
(g) Continue to develop and optimize production assistive devices, improve ease of
use and sewing stability, indirectly increasing production capacity.
(h) New design-padded cotton tooth-opening pocket, collar facing workmanship, new
patch pocket practice, new down-proof process-thermal down pants, anti-slip
waterproof shoe cover, and furry elastic facing.
(i) The completion of the Smart Factory Information Center -The combat information
center can display the real-time report of all production lines, including: real-time
output, productivity and unqualified rate. Big data analysis can be carried out so
that the production abnormalities of on-site management personnel can be
eliminated immediately
(j) Continue to specialize the production lines in the factory area, and allocate
technical personnel to the most suitable product categories according to their
proficiency, reducing loss arising from replacement and increasing productivity to
result in higher cost profits.
(k) Jointly develop new raw material products in response to customers’ needs,
increase connectivity with customers, and make breakthroughs in the
manufacturing process and improve technology.
(l) Integrate the workmanship and technology of R&D units to improve the timeliness
of the process of samples and the smoothness of mass production, and to provide
technical guidance, in order to improve the technology and quality of the
production line.
(m) Niche products such as environmentally friendly resin cotton and imitation velvet,
including conventional resin cotton, special functional resin cotton and
lightweight thermal insulation resin cotton.
 Down material
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(a) Functional down products
Quality and innovation are the cornerstones of the development of Kwong Lung’s
products. Unlike traditional down and feathers which are only filling materials,
customized down and feather products are provided by Kwong Lung. Kwong
Lung uses advanced testing equipment to ensure that the down and feather
products are safe and non-toxic, monitoring consumers’ safety. Kwong Lung
values social responsibility and applies the environmentally friendly spirits of
reuse, reduce, and recycle to product design, such as reducing the use of agents,
reusing water resources, and reworking feather by-products. Down and feathers
are 100% natural fiber, which will decompose on the Earth, returning to the nature,
and they are completely environmentally friendly materials.

(b) Water repellent
Highelastic
fluorine-free
water-repellent
down/feather has always been the products needed in
outdoor sports market. A waterproof protective layer
is formed on the surface of the down through the
water repellent agent to achieve the water repellent
effect. However, if it is not handled properly during
processing,
the
well-known
insulation,
compressibility and durability will be lost. But, in
recent years, it is not easy to obtain high-quality
material sources. How to use processing methods to
increase the elasticity of the down and maintain its
water repellency has become a new issue for the down
industry to develop. In 2019, the process is
continuously improved. In addition to shortening the
process time and reducing energy consumption, it
also reduces the loss of down caused by processing
and maintains its fluffiness after compression. The
water-repellent capacity of the high-elastic fluorinefree water-repellent down is comparable to that of the
fluorine-type water-repellent agent. The waterrepellent time can reach 1000 minutes (testing
method: IDFB part 18-A).
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(c) nsulation
Whether outdoor sports are mountaineering or skiing,
facing harsh environments, it is necessary to have
sufficient insulation. The first-generation product,
Thermobrid ® plus Down, uses Bincho Charcoal 3D
to cover down fibers, which can quickly increase
body temperature in a short period of time. The
warming characteristics of Bincho Charcoal’s
thermal fibers have an outstanding improvement in
the insulation of outdoor functional apparel. However,
because its color is gray-black, the application is
greatly restricted and the machine will be polluted.
The light-colored thermal storage down developed in
2019 is a combination of transparent photothermal
particles and Kwong Lung’s patented technology,
which uniformly attaches the photothermal particles
to the surface of the down. The infrared (IR) heat
from the outside, infrared heat sources such as
infrared heat sources sunlight, lamp lights, and human
body, will be absorbed by bodies of the photothermal
particles, heating down and providing a long-term
warming effect to the wearer.
(d) Hygiene
Antimicrobial and deodorant processing is developed in response to consumers’
demand for down products to maintain a clean and hygienic state. After wearing
and using, sweat and dirt adhere to down products, and bacteria continue to
multiply by using these sweat and dirt as nutrients, and decompose to produce an
unpleasant odor. Antimicrobial and deodorant processing can inhibit the
multiplication of bacteria to suppress the occurrence of odor, obtaining long-term
durability and excellent antibacterial performance. The reduction rate of its odor
components and bacteriostatic rate are up to 99%, which can be applied to
products designed for infants, children, and home textiles.

(e) Verification development
In recent years, "glue down" has been on the market. Facing the flooding of fake
down or inferior down, the R&D center uses advanced physical and chemical tests
to analyze the common chemicals in the glue, such as silicone and polyurethane,
by Fourier transform infrared spectroscopy to determine the characteristic
functional group absorption peaks that have significant abnormal compounds
such as silicon and polyurethane, strictly controlling the quality of the raw
materials provided, and compares and communicates with third-party testing
agencies to ensure the accuracy and stability of the results.
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 Home Textile
(a) Environmental protection: The color is placed directly in the
masterbatch to reduce the dyeing process in the later stage and
reduce environmental pollution. Use coconut shreds as bedding
to reuse resources.
(b) The use of graphene: Through nanotechnology, the yarn and chemical fiber raw
materials are added to make the product heat-generating, antimicrobial, antiultraviolet and flame retardant so that the product has a synergy of new
comprehensive function and safety.
(c) Fillings: In cooperation with Japan's professional fiber
technology company, improve the formula of super quickdrying polyester fiber cotton. While improving the filling
elasticity and quick-drying functionality, it reduces costs. At the
same time, it also developed a special polyester fiber filling with heat generation
and moisture absorption for quilt products with another Japanese company, so that
it has a good heat generation function, which not only keeps warmth but also helps
users quickly fall asleep.
(d) Product design: The new Tonq-Qi-Fu-Bei is ergonomically designed. After
repeated testing and investigation, fatigue resistance test is added to improve the
quality. Combined with the special needs of different groups of people, in addition
to improvement in functionality and diversification in terms of appearance, design,
and sleep, it also greatly enhances the value added of products [rapid distribution
of moisture] and competitiveness. For pattern design, the professional design team
regularly launches design schemes based on the style preferences of different
markets and different countries, effectively supporting the needs of customers.
(4) Long-term and short-term business development plan
 Garment
1).Short-term business development plan:
 Adjust the customer base to improve customers’ adaptability and partnership
closeness.
 Strategic alliance with suppliers in the upstream supply chain to launch
marketing.
 Combine one-stop management modes of down raw materials, R&D, making
samples, production, etc., to provide customers with complete services.
 Integrate Raw Material R & D Center and development center, oriented by
customer needs, effectively use various resources, strengthen overall R & D
capabilities, expand depth of product lines, and customize professional
capabilities, such as using differentiated new resin cotton products with new
technology and new design.
 The Manufacturing Technology Department, combined with TPI, will fully
introduce the manufacturing execution system and optimization, real-time
production reporting system, and real-time alert of material tracing to overseas
factories.
 With Taiwan as the headquarters of the logistics and sales center, it will have the
characteristics of rapid information integration, expecting to achieve
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collaborative operations in design, procurement, production and distribution.

2).Long-term business development plan:
 In-depth manage and cooperate with existing high-quality customers and expand
into diverse product suppliers.
 Continue to build a sales team, technical R & D team, and talent training.
 Agent for key customers’ brands to strengthen the connection with customers,
and further urge customers to increase orders, increasing revenue.
 Strengthen R & D and vertical integration of raw materials, and reduce the cost
of main and auxiliary materials.
 Integrate product R & D and process design, develop customers and markets of
new products, strengthen the R & D department, help customers create value
through technological production innovation, and also improve the Company’s
profitability, hoping to achieve the technologization of production technology
and style materials.
 In 2019, Kwong Lung began to implement a four-stage smart production plan
with a period of 3-5 years, and recruited AI talents to back up the plan. The smart
production plan will significantly increase operating profit.

 Down material
Kwong Lung is located in the middle of the overall industry, with the upstream
poultry farming industry, and the downstream brand and manufacturing industry of
ready-to-wear garment and bedding. It is deeply affected by changes in supply and
demand, which erodes the profit base. Thus, the long- and short-term development
directions are formulated according to the aspects of supply and demand as follows:
1).Short-term business development plan:
 High-quality down: Comprehensively optimize the production capacity and
quality, improve the down quality by improving and adjusting the down’s fine
washing process, and strengthen the consistency of the quality control
personnel’s SOP procedure operation and reduce front-end human error to
maintain the consistency of the shipment quality, in order to provide capability
and workmanship level for a variety of down raw materials.
 Development of new markets: With the successfully developed new functional
products, the Company will fully expand the classification and sales of new
functional down according to the needs of different customers, and open up sales
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in new markets.
2).Long-term business development plan:
 Down procurement integration: In recent years, due to long-term factors
(decreased quantity of poultry farming) and short-term factors (avian influenza),
the price of down has fluctuated. In order to avoid excessive concentration of
raw material supply sources and diversify risks, through global procurement and
vertical integration, the Company uses the diversification of raw material sources,
and grasps the latest market conditions, in order to respond to changes in the
down market. In addition, it deepens the quality management of suppliers, and
provides guidance to suppliers regarding their quick response capability of
delivery to match production scheduling in order to improve the uptime rate.
 Functional down: With the rise of the outdoor leisure market, the demand for
functional clothing has greatly increased. The down raw material acting as filling
has also evolved from a simple insulation role to another provider of apparel
functions. Kwong Lung's R&D department actively develops functional down
products for the needs of the market and customers, expands the professional
user market, establishes differentiation, and develops high-end functional
processing technologies, and applies for patents. The Company internally meets
the needs of the business department and establishes an excellent R&D team,
externally strengthens the cooperative relationship with brand owners to drive
innovative thinking in the down industry.
 Development of inspection methods: Due to the considerable differences in the
characteristics of general textiles and down, the inspection and certification of
general textiles cannot effectively and correctly present the efficacy of functional
down products. Therefore, it is necessary to establish an inspection and analysis
method for functional down products to ensure functional down performance. In
addition, Kwong Lung also actively participates in the international down
organization to enhance inspection capabilities and ensure the consistency of
inspection methods through regular exchanges, which greatly improved
inspection capabilities. For example, the International Down and Feather Bureau
(IDFB) invites businesses in the industry to exchange ideas and publishes the
latest research results, such as market trends, technological innovations,
customer trends, etc. The Company also joined the European Down and Feather
Association (EDFA) in 2014. After 2016, the laboratory continues to pass EDFA
certification and obtains certificates every year. In addition, the Company
successively passes the IDFB Round Robin Test every year, and the professional
consistency of Kwong Lung’s quality test has been further confirmed by
international institutions. In 2019, the Company had inspection exchange with
the Wuxi Commodity Inspection Bureau, the glue down testing agency
designated by the Chinese Down and Feather Association, to confirm the testing
methods of glue down and have the most prudent check for the prevention of
glue down. In 2019, the Company participated in the National Feather Down
Composition Analysis and Testing Skill Competition sponsored by the
Certification and Accreditation Administration, awarded with the winning medal.
Kwong Lung's testing quality was once again recognized.
 Energy management: Energy saving and carbon reduction have become
Taiwan’s most important policy strategies. Reducing energy use and reducing
carbon dioxide emissions is an important test facing enterprises. In the past,
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Kwong Lung always attached importance to environmental protection issues.
Now, based on the focus on energy management issues, and the severe tests faced
by energy management in the future, in order to effectively manage energy use
and improve energy efficiency, the Company plans to establish an energy
baseline and energy performance indicators through the energy management
system. The Company has continuous improvement through PDCA, to achieve
the goal of systematic energy management, improve energy efficiency, reduce
energy costs, and reduce greenhouse gas emissions.
 Traceability of down products: Down used for filling consumer products comes
from production and processing supply chains around the world. Therefore,
retailers and consumers cannot fully understand the source of production and
their production conditions. This situation has recently raised concerns about the
welfare of waterfowl animals, such as forced feeding, live plucked down and
lack of traceability of down products. In order to ensure the accuracy of the final
product statement, it is necessary to form the traceability of the down from the
source to the final product. The Responsible Down Standard (RDS) is to provide
the down industry with the best tools to ensure that down does not come from
animals that have suffered any unnecessary harm, and to establish a traceable
system to verify the source of the material.
Through the development strategy of long-term and short-term development
direction, the impact of natural and market factors will be reduced, and profitability
and market acceptance will be improved. In particular, consumers in various markets
recognize the global crisis and are no longer only care about themselves. Any issue
that impacts the environment has been given a very high degree of attention as it
affects consumers’ behavior, so as to ensure that the developed functional down can
meet the needs of the final consumer. In the future, Kwong Lung will look forward
to the future with a broader vision. With self-developed technology and accumulated
development experience, it has the ability to innovate and develop more functional
down and product applications. It strengthens the supply and demand chain alliance
in the mid and down-stream to achieve the world leading position in the down
processing industry, so as to greatly increase Kwong Lung’s competitiveness in the
world.
 Home Textile
1).Short-term business development plan:
 Integration of markets and products: With the intensification of competition in
the Japanese market, the direct way from production to hypermarkets will
replace the traditional multi-channel circulation model. The personalized and
designed small and medium-sized stores in the European and American bedding
market continue to grow, and sales will further expand. How to effectively
allocate the enterprise’s resources and maximize the advantages to achieve the
largest overall market share is the direction of the home textiles business unit’s
planning. On the product side, in addition to conventional down duvets and nondown (synthetic) quilts and pillows, at the same time, the development of
horizontal products such as quilt covers and bed sheets have also been
accelerated. It not only extends the completeness of the product structure, but
also changes seasonal differences and improves the production balance. In
addition to Japan, the European and American markets are relatively mature and
have high barriers to entry. There are still great opportunities in markets such as
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China and South Korea. Especially in the Chinese market, as people have higher
requirements for sleep quality, traditional bedding has been unable to fully meet
the demand. In order to get a good night's sleep, proper sleep products are
necessary. Good sleep should start with high-quality bedding, which will become
the focus of our future research and development.
 Integration of production bases: To make the Company's production, sales, and
products more advantageous and competitive in the bedding market, the
Company will integrate overseas production bases and strengthen and expand
the scale production of bedding outside the Mainland China, such as Vietnam
and Southeast Asia. In addition, in response to the problem of lack of labor and
rising wages in the Mainland China, as well as the capacity needs to meet
customers' diversified orders, the development and cultivation of excellent
OEMs and the transfer of production bases are also key production management
projects for the Home Textile Division in the future. A well-operated Vietnamese
Mekong Plant has been constructed. Through understanding of the
manufacturing industries in the Mainland China and Vietnam, reasonable use of
local policies, and allocating production according to raw materials and
manufacturing costs, the Company can achieve reasonable efficiency and
benefits and maximize them.
 Supply chain integration: To provide more complete product categories, balance
the off-peak and high-season orders, and increase production efficiency, supply
chain integration can reduce the operational risk of the Home Textile Division
and provide better total-solution service to customers. The Home Textiles
Division will establish polyester fiber and solid cotton production bases in the
Mainland China and Vietnam, implement localized procurement strategies to
expand the procurement in Southeast Asia, and integrate toward upstream and
downstream to save costs and increase efficiency. In terms of commonly used
raw materials, combined with the needs of major customers, the Company carries
out relevant certification of suppliers’ raw materials, such as non-toxicity,
environmental protection, etc., achieving international competitiveness of
materials in the supply section.
 Supply chain development: In order to cope with the impact of the China-US
trade war, the Company is mainly aimed to develop local suppliers in Vietnam,
supplementing with suppliers in Southeast Asia and Central Asia. At present,
high-quality suppliers such as Vietnamese fabric and chemical fiber cotton
suppliers and Malaysian chemical fiber cotton suppliers have been included in
the supply chain; in the future, suppliers from India and Pakistan will also be
included. Adding new suppliers from the world's high-quality production areas
to enter the supply chain can avoid supply chain breakdown resulted from
problems in a single country.
2).Long-term business development plan:
Technology implementation to raise value added: With the formation of health
concepts and the enhancement of environmental awareness, the development of
functional products has become the mainstream trend of product development.
The effective use of modern science and technology to increase products’ valueadded, and even application for patents for patentable products, is the established
development direction of the Home Textiles Division. At the same time, it is
advancing with the time in the direction of industrial intelligent production
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2. Market and production and sales overview
(1) market analysis
1) Sales regions of main products
Unit: In Thousands of New Taiwan Dollars
Year
Region

2019

2018

Sales value

%

Sales value

%

Asia

4,864,973

45.92

5,479,049

53.96

America

3,496,560

33.01

2,503,235

24.65

Others

1,463,194

13.81

1,739,126

17.13

9,824,727

92.74

9,721,410

95.74

769,142

7.26

432,902

4.26

10,593,869

100.00

10,154,312

100.00

Export subtotal
Domestic sales
Total

2) market share
 Garment
The garments are mainly sold to the US market, and the United States is also the
country with the world's largest garment demand. As can be seen from the table below,
the Company's average market share in the United States is about 0.11%, and it is
slowly growing every year.
Item/Year
2015
Global garment trade value
4,530
U.S. garment import value
970
The Company's consolidated
1.096
garment revenue (Note)
(NT$ 3,289,441,000)
Global market share
0.0242%
Market share in the U.S. market
0.1130%
Source: WTO
Note : 1 USD converted to 30 TWD
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Unit: USD 100 million
2016
2017
4,430
4,970
912
913
1.166
1.240
(NT$ 3,499,281,000) (NT$ 3,720,239,000)
0.0263%
0.0249%
0.1279%
0.1358%

 Down material
The Company's down raw material products are mainly for exports. In 2019, the total
output value of the Company's down raw materials exported from Taiwan accounted
for about 45% of the total export amount of feathers and down fillings for customs
export trade statistics of the Customs Administration of the Ministry of Finance. The
total export volume of the Company's down raw materials from Taiwan in 2019
accounted for about 43% of the total export volume of feathers and down fillings in
the customs export trade statistics of the Customs Administration of the Ministry of
Finance in 2019. As shown in the table below, the Company's exports of down raw
materials accounts for a certain percentage of Taiwan's total exports.
Unit: Value: In Thousands of New Taiwan Dollars/Quantity: Ton
Item/Year

2019

Taiwan's total export volume
Taiwan's total export value
Kwong Lung’s total export volume
Kwong Lung’s total export value
Ratio of export volume

2018
8,744

12,050

7,133,388

7,268,150

3,773

4,015

3,206,260

3,387,759

43%

33%

Ratio of export value
45%
Source: The Customs Administration, the Ministry of Finance.

47%

 Home Textile
For a long time, the home textile business unit’s main market is the Japanese market,
and down duvets and synthetic fiber quilts are the main product categories. Based on
the statistics of import data from Japan's Ministry of Finance, Kwong Lung’s down
duvet exports accounted for 20% of Japan's total import volume, Kwong Lung’s export
value accounted for 14% of Japan’s total import value. Kwong Lung’s synthetic fiber
quilt exports accounted for 6% of Japan's total import volumes, and Kwong Lung’s
export value accounted for 10% of Japan’s total import value. There is still much room
for growth in the business unit’s future development plan.

3) The market's future supply and demand status and growth
 Garment
 The future situation in the domestic market: In recent years, the domestic online
shopping channel has been quite vigorous and the business opportunities are
abundant. Down jackets of the Company’s own brand that combine fashion design
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with the insulation function also join this channel, and the Company is developing
towards the goal of building multiple channels.
 The future situation abroad: With the economic recovery, the consumer market is
gradually showing signs of activities. Although the market conditions in developed
countries such as Europe and the United States are still unstable, in the emerging
consumer market, the sales of well-known global brands in this economic region
are showing growth, especially Goretex orders have also increased significantly, and
the prospects are promising.
 Down material
In the past two years, due to the global warming crisis and unstable climate change,
the end consumers ’willingness to purchase cold-resistant products has decreased. In
addition, many unscrupulous firms in the Mainland China add unidentified filling to
reduce the price of down products, and dispersed the market for down products. The
chemical fiber filling products have plundered the filling products market by their low
prices, further causing the demand for general down products to be sluggish. On the
other hand, as global consumers' awareness of health is deepened, the proportion of
outdoor leisure sports has increased year by year, and the demand for functional
clothing has increased. It is expected that the demand for new products with high
elasticity, high quality and down is still strong.
 Home Textile
In the future, the market demand in the United States and Western Europe will
gradually stabilizes, while the bedding market in the Mainland China, Eastern Europe,
and other developing countries will grow predictably. Therefore, the future production
of the bedding products will be processed in regions, such as Vietnam, with labor cost
relatively lower than that in China. In response to this trend, the Company will expand
the market for bedding products. The procurement department focuses on the aspects
of quality, innovation and price, establishes a close relationship with raw material
suppliers designated by customers, and enhances the collection of information on new
raw materials and innovative functional design. At the same time, it will increase price
sensitivity, and promptly and effectively specify countermeasures.
4) Competitive niche, favorable and unfavorable factors for long-term growth and
response measures
 Garment
(a) Competitive niche
 Advanced research and development capabilities: Develop waterproof and
thermal storage functions to provide customers with diverse product choices.
 Excellent pattern-making and sample-making capability: Have a technical team
with rich experience in pattern-making and sample-making, able to proactively
provide professional advice to customers, and propose perfect solutions that meet
both design concepts and mass production.
 Flexible production management: Produce various products to meet customers'
one-stop needs, and provide customers with flexible services to support their
marketing and sales goals.
 Strong customer relationship: Implement rigorous production process, ensure
product quality, win the trust of global leading brand customers, and establish
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long-term cooperative relationship.
(b) Favorable factors for development prospects
 The factories are constantly recruiting and localizing the youthful vitality. In the
future competitive situation, we have more potential and development.
 Focus on factories’ innovation management and add the TQM department. The
goal is to reduce costs, improve quality, make factories more efficient, and
relatively increase customer trust in us.
 New manufacturing technology department is added, which adopts semiautomatic data management for factories' production lines, controls the
production progress, implements a schedule inspection system to reflect the realtime material status at any time to adjust the online operation, and constantly
adjusts online operation to increase the production capacity. The standardization
of the high-variety, low-volume outer boxes, and the improvement of optical
inspection methods have been under development.
 Adding a unified procurement division to improve the transaction terms and
cooperation schemes with suppliers and freight forwarders to save transportation
expenses and have more flexible usage of the Company's funds.
 The operation center's perfect deployment arrangements for production plants
will effectively increase production capacity and create more profits.
(c) Unfavorable factors for development prospects
The recent speed of economic recovery, the rising cost of raw materials, and the
instability of the global climate have also led to changes in the sales of garment
products.
(d) Response measures
 Strengthen internal management and control with the expectation to reduce
overhead expenses and improve overall efficiency.
 Strengthen multinational organization management and build a raw material
transnational supply chain.
 Vertical integration of upstream, midstream and downstream supply chains to
tightly integrate operations to reduce unnecessary costs and losses.
 Quickly construct an electronic information management system to improve the
real-time and accuracy of information
 Build the technical team’s replication capability and continue manpower training.
 Down material
(a) Competitive niche
The Company was established in 1966 and has been in business for more than 50
years. Starting from a down processing enterprise dedicated only to raw material
processing and export, it has become a vertical manufacturing enterprise of raw
materials, bedding and clothing production and processing. The Company has
accumulated rich production technology and experience, and each of its
production technology is self-developed and self-cultivated technical personnel.
In addition to having multiple supply bases for production in Asia and the vertical
specialization of labor among factories, Kwong Lung can disperse the risk of
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single factory shipments during the outbreak of avian influenza. In addition, with
rich production experience and a team with independent development capabilities,
using the natural material characteristics of down and the environmental
protection process, Kwong Lung can have an important position in the global
green energy product trend.
(b) Favorable factors for development prospects
 Reliability of quality: The Company implements a strict management mechanism,
each work section has dedicated personnel responsible for management, and has
a complete operation record. In terms of raw materials, Kwong Lung is equipped
with its own laboratory to ensure that raw materials are produced in strict
accordance with the specifications specified by customers. In terms of production,
factories conduct strict training and review of new employees, have production
team leaders to supervise, which ensures the production quality and the
production speed. In terms of quality inspection, in addition to inspection
companies designated by customers, the Company will also strictly conduct
intermediate inspection and final inspection to ensure the quality of the goods
shipped. Regardless of whether customers have quality control units or have
professional testing agencies to conduct quality inspection, the quality of the
shipment will be controlled in accordance with the quality conditions (such as
down ingredients, elasticity, and number of black spots) agreed by the buyer and
the seller. The laboratory has obtained the national first-class laboratory
qualification. In addition to the production stage and strict control before
shipment, at the same time, samples are taken and sent to foreign professional
down testing institutions for quality testing to ensure that the quality of the
shipment is correct, so it has accumulated good reputation in the industry.
 Dispersing and controlling levels of procurement sources of goods to match the
diversification of products: The Company reduces production costs and
operational risks in order to fully meet the needs of the operation goals. In
addition, it constantly upgrades the production equipment to increase production
capacity, and purchase total feather, sorted down or finely washed down from
major production sites in the world to meet operational needs. In addition, the
Company actively invests in developing down with a healthy concept, committed
to industrial upgrading and competitiveness upgrading.
 Changes in raw material procurement methods and aviation flu response
measures: With the revisions of the Chinese government's new policies and
exchange rate fluctuations, production costs in the Mainland China have
continued to rise. The Company has adopted the method of directly purchasing
raw feather for processing, greatly reducing production costs. To strengthen the
place of origin management, ensuring the supply of raw materials while reducing
costs. In addition, in order to avoid customers' concerns about the impact of
aviation flu, Kwong Lung guarantees the safety of raw material channels, and
conducts production only after being tested and qualified by professional
institutions and approved by customers.
 Matching the market demand and strengthening the functions of each production
base: For the rising cost in the Chinese market, not only the strategy of reducing
the production cost in the Mainland China is implemented, but long-term
response measures are also planned. Before Chinese manufacturers are turning
their investment to Vietnam, Kwong Lung established a production base in
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Vietnam as early as 20 years ago, and now the scale of the Mekong Plant in
Vietnam is gradually expanding. There is already a complete planning system,
and the production focus in the Mainland China is gradually shifted. The Mekong
Plant in Vietnam has gradually become Kwong Lung’s key production base. In
order to serve the Japanese market, a back-end down processing function has
also been established in Japan in order to serve Japanese customers with a fast
and flexible delivery method.
 Traceability: In recent years, animal protection groups protest that some poultry
farms have forced feeding geese and ducks and live plucking for the farmer’s
own benefit. For a long time, consumers have doubts about the filling material
of down, so there has been a voice against the use of down materials. Kwong
Lung starts from itself. In addition to issuing a statement of not using forced
feeding and live plucking down, it also requests third-party certification agencies,
RDS / DOWNPASS, to certify that the source of Kwong Lung’s supply chain is
safe and secure to protect consumers’ rights and interests. It cooperates with
European, Japanese and other feather associations to actively promote the
establishment of an effective product traceability mechanism.
(c) Unfavorable factors for development prospects
 In the future, the down industry will be subject to strong competition from
Chinese competitors, and the competition in the bedding industry is now fierce.
While people are pursuing higher and higher quality of life, manufacturers are
gradually developing their products towards high quality, and down products
have become an inevitable trend. Therefore, competition among Chinese
manufacturers is intensifying, which will be a serious challenge that Kwong
Lung has to face.
 Light and thin down products popular in the past two years and diverse products
with low prices have impacts on the use of ready-to-wear garments and outdoor
products. Each brand actively launches new high-functional products, testing
Kwong Lung's research and development progress on functional products.
(d) Response measures
 Control the source of goods to achieve the advantage of reducing procurement
costs: In order to avoid the risk of excessive concentration of purchases, the
Company fully grasps the source of goods and market information to shorten the
levels of procurement. In addition, the company is committed to the vertical
integration of procurement, directly purchasing from original wool farms
(Eastern Europe and the Mainland China).
 Advantage of improved formula (reduced material cost): Although the quality
conditions of down finished products (down ratio, black spot, elasticity, and
goose ratio) are determined by the material cost, with customers’ quality
requirements unchanged and small difference in material cost, materials with
different places of origins can be used for replacement to increase the ratio of
replaceable materials, providing customers with diverse flexibility and choices.
According to the characteristics of raw materials, the Company proposes various
types of products to customers, which not only broadens the content of the
products, but also solves the problem of factory inventory and achieves mutual
benefit.
 Advantages of good reputation and high quality reliability: Since down is a
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natural product, there is currently no uniform measurement standard in the world.
However, the Company adheres to the business philosophy of quality first, and
never passes off the sham as the genuine. The quality of the shipment is always
consistent with the quality conditions agreed by the buyer and the seller,
guaranteeing the quality of the shipment to be correct. In addition, if necessary,
the Company even has quality technical exchanges or adopts simultaneous
testing methods with the main customers to ensure the quality of shipments.
 Advantages of product diversification and service concept: The Company's
products range from low-end to high-end products. In order to reduce the
pressure on customers' inventory, the Company has established a variety of
production and sales systems of small quantity batch orders. In addition, the
concept of customer service has been extended from post-sales service to presales service. Because the Company's downstream manufacturers are mainly
bedding and garment manufacturers, how to design the down product (finished
product) in advance to be combined with its product planning becomes a great
tool to ensure the stability of sales.
 Integrate global raw material information to meet seasonal regional price
differences.
 Home Textile
(a) Competitive niche
The Home Textiles Division has long targeted Japan as its main market, and has
established a reputation of having excellent quality. At present, in response to
Kwong Lung’s overall development strategy, it actively strengthens the Japanese
market while developing markets in other countries, and establishes a production
base in Vietnam to actively develop raw materials and new products in the local
area. It will make good use of labor advantages and tariff preferences to provide
customers with more complete and more efficient integrated services. At present,
in addition to the competitive advantage in quality, the Home Textile Division
has gradually established the integration of cost and resource utilization rate. In
particular, the research and development of full and semi-automated production
has begun (reducing the dependence on manpower), and it is believed that the
competitive niches of closing to the market demand can build the foundation for
further growth and strengthen the competitiveness.
(b) Favorable factors for development prospects
Among the down products, the advantages of the quality industry, the worldwide
procurement, the development of new formulas within the primary down industry,
coupled with the mass production in Vietnam and the effect of having major
customers, the Company has a dominant position in the competition with Chinese
competitors. After completing a series of long-range plans such as raw material
development, new product research and development, and new market expansion
under the Company's sound system operation, it will be closer to market
customers and create good competitive advantages and establish a relative
profit model during the transformation process of the world industrial chain. At
the same time, in addition to feather products, the Company is now starting to
increase investment in chemical fiber production capacity and develop functional
chemical fiber fabrics, which will effectively promote the growth of chemical
fiber products, expanding the huge space for future development of stable growth
105

of new materials and products.
(c) Unfavorable factors for development prospects
 Continuously rising global raw material prices and labor costs, and uncertain
factors such as exchange rate fluctuations, may increase production costs and
further squeeze profit margins.
 Other competitors have also moved to low-wage countries in Southeast Asia. As
being in a labor-intensive industry, the production base of home textile products
is bound to be moved to lower-wage third countries such as Southeast Asian
countries, which will also increase the difficulty of management.
(d) Response measures
 Improve the Home Textiles Division’s asset utilization rate, create greater value
from limited resources, and at the same time, accelerate the capital turnover rate
through management and operating methods, in order to establish and improve
profitable business models.
 Develop OEMs or overseas production to improve production efficiency and
effectively control costs, and then train the required talents in response to the
expansion of the production base.
 Develop new raw material supply sources in the neighboring Southeast Asian
countries centered on Vietnam production bases, and actively carry out supply
chain integration to cultivate strategic partners with competitive advantages in
cost, quality and technology to grow together with Kwong Lung.
 Actively develop new products, new markets, and new customers, increase
products’ value added, in order to strive for greater profit margins, coping with
the increasing production costs, improving customer service, and strengthening
the relationship with customers at the same time.
 Increase the raw material market analysis mechanism, to prepare risk materials
in advance at low prices, avoiding the risk of price increases in the later period;
or under price fluctuations, find the right price and information, increase the
bargaining chips, and establish a basis for negotiation.
 Optimize the flow of information in the factory, achieve the completeness and
consistency of the information flow received by all parties, and complete the
requirement confirmation as quickly as possible, reducing the waste of
manpower to re-check information.
(2) Key applications and production processes of main products
1) Key applications of main products
Type
Garment
Down material
Home Textile

Key applications
Functional jackets, warm coats, light jackets, ski suits, casual pants, washed
jeans, ski pants, and beach pants
Down jackets, winter quilts, four-season quilts, cushions, seating pads, sofas,
pillows, sleeping bags, gloves, and filling materials for snow boots
Household sleeping insulation products, sleeping bags, and home decoration
products

2) Production process
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 Garment
Raw materials

Integration/transporting of raw materials

Sewing production

Packaging and quality inspection

Acceptance of raw material factory

Factory cutting

Shipment

 Down material
Raw
materials

Sorting

Unwashed mixing

Unwashed mixing

Fine washing

Fine washing

Washed mixing
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Package

Warehouse-in

Fumigation

Shipment

 Home Textile
Fabric purchase and
inbound shipment

Fabric cutting

Fabric inspection (quantity audit and quality inspection, air permeability, etc.)

Spread fabric based on the amount of yards needed

Scribing, positioning, notch opening, ironing cotton

According to the style

Machine sewing
Inspection of semi-finished products and quilts to see if there
are any problems

Semi-finished product inspection

Filling

Cotton carding
Air-blow
Covers
Weigh, record & label

Filling

Weigh

Passing needle detectors

Needle detecting

Seal

Quilting

Seal
Binding
Brushing

Dabbing

Cassettes duvet quilt

(3) Supply status of main raw materials
 Garment
1).The main raw materials of garments are divided into main materials (shell fabric and
linings) and auxiliary materials (zippers, buttons, machine sewing threads, etc.). Due
to the characteristics of garment manufacturing, different main and auxiliary materials
are used for different styles and they must meet customers’ requirement and style
design. They are designated to be purchased from major textile-related manufacturers
domestic and abroad. However, the Company has maintained good cooperative
relations with various suppliers over the years, so the quality and timeliness of supply
from suppliers is stable and normal.
2).In addition to constructing the supplier evaluation system as to select suppliers, in order
to improve the quality and coordination of the supply chain, and the Company will
participate in trade exhibitions for marketing with supplier alliances, and integrate the
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upstream, midstream and downstream supply chains to achieve mutually beneficial
results.
3).At present, the following matters need to be strengthened in the procurement of main
and auxiliary materials:
 Increase the proportion of own sourcing purchased items
 Optimize suppliers’ trading terms
 Localize material procurement
 Control and reduce the cost of raw materials
 Down material
In recent years, due to the regional outbreak of avian influenza in Asia, which has badly
hit the poultry farming industry, and the global breeding volume has decreased year by
year. It is expected that the wider the source of raw material procurement in the down
market, the better. The procurement department will grasp the latest market information
through global procurement and vertical integration, in order to respond to changes in the
down market.
 Home Textile
In addition to the continuous rise in wages in China recently, under the changing natural
disasters, the raw materials for home textile products such as down and cotton also face
the difficulties of global price increases. China's raw materials are also gradually losing
their price advantage. In order to maintain the Company’s competitiveness, the Home
Textile Products Division has actively pursued a global procurement strategy. At present,
the key areas are in the ASEAN’s member countries with high quality and price
competitiveness, such as Vietnam, Thailand, Indonesia, etc. In addition to increasing the
source of raw materials to ensure the quality of raw materials and controlling costs, this
move also has the strategic intention of reducing the risk of a single source of raw materials
and using preferential trade agreements to enjoy preferential tariffs on the import of raw
materials and exports of products. The procurement department focuses on the aspects of
development, quality, innovation and price, establishes a close relationship with the
customer's designated raw material supplier, and enhances the collection of information
on new raw materials and innovative functional design. At the same time, it increases the
sensitivity to prices, and promptly and effectively specifies countermeasures.
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(4) The names and procurement (sales) values and percentages of suppliers whose procurement (sales) accounted for more than 10% of the total
procurement (sales) in any of the last two years. The reason for the increase and decrease should also be provided.
1) Information on the major suppliers in the last two years
Unit: In thousands of New Taiwan Dollars
2019

Amount

2018

Percentage
of the
annual net
purchase
(%)

Relationsh
ip with the
issuer

Name

As of the previous quarter-end date in 2020 (Note 2)

Amount

Percentag
e of the
annual net
purchase
(%)

Relationsh
ip with the
issuer

Name

Amount

Percentage of
the net purchase
as of the first
quarter-end date
in the current
year〔%〕

Relationsh
ip with the
issuer

Item

Name

1

Company A

387,229

12

─

─

─

─

─

Company C

128,099

13

─

2

Company B

337,752

11

─

─

─

─

─

─

─

─

─

Note 1: List the names and procurement values and percentages of suppliers whose procurement accounted for more than 10% of the total procurement in the last two years. However,
if the name of the supplier shall not be disclosed due to the contractual agreement, or the counterparty of the transaction is an individual and a non-related party, it may be
listed by using a code.
Note 2: As of the printing date of the annual report, if companies that are listed or whose stocks have been traded on the securities firm's business premises have the latest financial
information which has been attested or reviewed by CPAs, the information should be disclosed.

2) Information on the major customers in the last two years
Unit: In thousands of New Taiwan Dollars
2019

2018

As of the previous quarter-end date in 2020 (Note 2)

Amount

Percentage
of the annual
net sales
〔%〕

Relations
hip with
the issuer

Name

Amount

Percentage of
the net sales as
of the first
quarter-end
date in the
current year
〔%〕

Item

Name

Amount

Percentage
of the
annual net
sales (%)

1

─

─

─

─

Customer A

1,182,364

12

─

Customer A

283,321

14

─

2

─

─

─

─

─

─

─

─

─

─

─

─

Relations
hip with
the issuer

Name

Relationsh
ip with the
issuer

Note 1: List the names and sales values and percentages of customers to whom sales accounted for more than 10% of the total sales in the last two years. However, if the name of
the customer shall not be disclosed due to the contractual agreement, or the counterparty of the transaction is an individual and a non-related party, it may be listed by using
a code.
Note 2: As of the printing date of the annual report, if companies that are listed or whose stocks have been traded on the securities firm's business premises have the latest financial
information which has been attested or reviewed by CPAs, the information should be disclosed.
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(5) Production volume and value in the last two years
Unit: Ton, Pcs; in thousands of New Taiwan Dollars
Year
Production volume
and value
Main products

2019
Capacity
(Note 1)

2018

Production
volume

Production
value

Capacity
(Note 1)

Production
volume

Production
value

Garment
5,425,584
3,748,659
4,940,426
3,190,690
Down material
4,995
2,809,425
5,798
2,973,995
Home textiles
6,892,625
1,422,971
9,958,429
1,885,341
Others
(Note 2)
(Note 2)
(Note 2)
(Note 2)
Total
12,323,204
7,981,055
14,904,653
8,050,026
Note 1: It is unable to calculate the normal production capacity of equipment for the Company's main products
due to the complex workmanship of products and different proficiency of personnel, the degree of
difficulty in processing raw materials, and the different formulas of natural products.
Note 2: Other products include self-branded bedding and electrolytic copper foil, which are mainly finished
products purchased via trade, so the volume and value are not listed.

(6) Sales volume and value in the last two years
Unit: Ton, Pcs; in thousands of New Taiwan Dollars
Year
Sales volume and value

2019

2018

Domestic Sales
Exports
Domestic Sales
Exports
Sales
Sales
Sales
Sales
Sales
Sales
Sales
Sales
volume
value
volume
value
volume
value
volume
value
Garment
84,144
46,013
5,341,440 4,581,961 127,661 100,814
4,812,765 3,745,652
Down material
1,222
22,964
3,773 3,206,260
1,782
30,626
4,015 3,387,758
Home textiles
6,892,625 1,694,013
9,958,429 2,244,453
Others
(Note) 700,165
(Note)
342,493
(Note) 301,462
(Note)
343,547
Total
85,366 769,142 12,237,838 9,824,727 129,443 432,902 14,775,209 9,721,410
Note: Other products include self-branded bedding and electrolytic copper foils, which are mainly finished products
purchased via trade. There are big variations in the unit of measurement, so the sales volume is not aggregated in
the list.
Main Products

3. The number of staffs, average service years, average age and educational distribution ratio
in the last two years and as of the printing date of the annual report
Year
Direct personnel
Indirect personnel
Total
Average age
Average service years
Ph.D.
Master's
Educational
distribution University/College
ratio
High school
Below high school
Number of
employees

2019

2018

5,790
317
6,107
33.83
5.95
0.03%
0.73%
10.55%
25.22%
63.47%

6,120
382
6,502
33.42
5.63
0.02%
0.51%
8.78%
32.62%
58.07%

As of May 10, 2020
in the current year
5,840
325
6,165
34.08
6.00
0.03%
0.68%
9.89%
26.78%
62.62%

4. Information on environmental protection expenses
In the most recent year and as of the printing date of the annual report, losses suffered as a
result of polluting environment (including matters of compensation and environmental
protection inspection results showing violation of the environmental protection regulations,
for which the disposition date, the disposition No., the provisions of the statute violated, the
content of the violation, and the content of the disposition should be disclosed), the estimated
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amount aroused at present and may arise in the future, and response measures should be
disclosed. If it is impossible to be reasonably estimated, the facts for it cannot be reasonably
estimated should be explained: None
5. Labor relations
(1) Various employee benefit measures, education, training, retirement system and its
implementation, as well as labor-management agreements and various employee rights
protection measures
1) Employee benefit subsidies, employee rights and employee care
 Employees in the Taiwan area are provided with labor insurance, group insurance,
maternity / parental leave, and pensions in accordance with the law, and the
insurance is provided for employees on the first day of their registration to the jobs.
In addition, expatriate employees are provided with higher and better group
insurance plans, so that expatriate employees can work abroad without worries.
Various social insurance systems in the mainland China and other parts of Asia also
are provided for employees in accordance with local laws and regulations.
 The "Kwong Lung Enterprise Co., Ltd. Employees' Welfare Committee" is
established in Taiwan in accordance with law. The members come from various
departments of the Company. Representative members are selected or elected prorata to the number of employees in departments. By holding a regular meeting every
month, the Committee exercises relevant powers during the meeting, decides
employee welfare policies, and plans various employee activities. It promotes the
welfare business in accordance with the resolutions. The Committee holds regular
events, employee travel, and year-end dinners every year.
 In a new society that implements gender equality, lactation rooms are setup in
Kwong Lung’s headquarters in Taiwan and the factories in the Mainland China. The
lactation rooms are equipped with heaters to provide a comfortable and warm
lactation space for mothers, so that mothers can have privacy and be undisturbed
for their nursing needs.
Lactation rooms in the headquarters in Taiwan and the Kunshan Plant

 Employees in Taiwan area can apply for parental leave without pay before the child
reaches the age of three in accordance with the “Act of Gender Equality in
Employment” and the “Regulations for Implementing Unpaid Parental Leave for
Raising Children” for a maximum of two years. After returning from the parental
leave without pay, the employees will be arranged to return to the job they had
before going on leave.
 Each employee with children under 5 years old will receive a monthly child care
allowance of NT$3,000 for each child until the child reaches the age of 5. For those
employees with children in elementary school to high school, if the child’s
academic performance in a semester meets the application requirements, each child
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can apply for the children’s scholarship ranging from NT$3,000 to 6,000.
 Implement performance leave measures that are superior to the Labor Standard Act.
In addition to the leave required by law according to the years of service, employees
with superior performance have additional 3 to 7 days of leave, encouraging
employees to take appropriate vacations.
 Kwong Lung’s Taiwan headquarters implements a humane flexible work schedule,
with a starting time between from 7:30 and 9:10 am until between 4:30 and 6:10
pm, convenient for employees to flexibly allocate working hours between family
and work.
 In addition to implementing flexible work schedule, the Company also provides a
more flexible system for employees to submit applications for working at home,
facilitating employees to take care of family and work.
 Various lectures are held internally from time to time, such as investment and wealth
management, real estate, financial markets, etc., and among diverse lectures offered,
employees can freely choose topics of interest to participate.
 Kwong Lung adopts multiple incentive systems and tools, such as employee
compensation, employee shareholding trust, and employee stock warrants, making
employees shareholders of the enterprise to improve employees' coherence to the
organization, and retains excellent employees with multiple incentive tools and also
realizes the spirit of profit sharing.
 In consideration of employees' hard working, Kwong Lung prepares an employee
rest area with a healthy fruit bar at the headquarters, providing fresh seasonal fruits
and coffee throughout the day, providing a small space for employees to relax after
work and find new inspiration new ideas at any time.

2) Employee training
 The Company's sustainable operation depends on long-term talent learning and
development, and the Company improves the professional skills and knowledge of
employees through a sound training system to cultivate excellent talents. Currently
there are the followings in the training development section:


Pre-employment training: In addition to new employee who need to be
trained to understand the Company’s corporate culture, organization
regulations, service regulations, introduction of management departments,
salary and benefits, etc. Each department also provides courses on
professional basic skills. The average hours of the 2019 new employees’
pre-employment training are:
Type
New employee training



Female
5.4h

Male
4.7h

On-the-job training: Internal and external training, including seminars by
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relevant professional institutions, regular vendor seminars, and fixed
annual subsidies for external training fees for professional courses per
person.


Job-level management training: It is to strengthen the management
capabilities of supervisors at all levels, establish team consensus, with the
expectation to exert the function of organizational integration, so that the
Company’s resources can be effectively exerted to achieve the Company’s
overall goals.



2019 Average number of hours in education and training (by job):
Average number of hours
Female
Male
1.7h
5.2h
4.3h
15h

Duty
Non-management
Management

 The Company provides external training resources and on-the-job training
scholarships to encourage employees to continue their training and receive
stimulation from external knowledge. It helps employees enrich their knowledge
and skills, improve work efficiency and quality, and connect employees' learning
and growth with the Company's development goals.
 The Company’s accounting supervisors obtained the professional qualification
certification of accounting supervisors issued by the Accounting Research and
Development Foundation of the Republic of China, in accordance with the “
Regulations Governing the Qualification Requirements and Professional
Development of Principal Accounting Officers of Issuers, Securities Firms, and
Securities Exchanges.” They also pass the continuing education of required training
hours every year in accordance with the regulations.
 The Company’s internal auditing personnel comply with the guidelines of the
“Regulations Governing Establishment of Internal Control Systems by Public
Companies” to pass trainings of the required training hours every year.
3) Retirement system
Kwong Lung’s factories comply with the relevant local statutory pension system, and
provide pension for each employee in accordance with the regulations. For the Taiwan
area, according to the Labor Standards Act and the Labor Pension Act, employees who
joined the Company before June 30, 2005 (inclusive) are entitled to the years of service
in old system, but they will be entitled to the years of service in new system only after
they have freely selected their qualifications for the new pension. The pension in the
old system is monthly contributed to the Central Trust of China's pension reserve
account in the old system according to the monthly salary of each worker with years
of service in the old system.
According to the New Pension System, 6% is contributed to each employee’s
individual pension accounts based on the labor pension bracket for each eligible
worker in the new pension system. In addition to the fixed 6% pension contributed by
the employer, employees can also choose a pension bracket ranging from 0% to 6%
according to their own wishes, and deposit the amount in their individual pension
accounts.
4) Agreement between management and labor and the measures to safeguard employees'
interests
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The "Kwong Lung Enterprise Co., Ltd. Employees' Welfare Committee" is established
in Taiwan in accordance with law. The members come from various departments of
the Company. Representative members are selected or elected pro-rata to the number
of employees in departments. By holding a regular meeting every month, the
Committee exercises relevant powers during the meeting, decides employee welfare
policies, and plans various employee activities. It promotes the welfare business in
accordance with the resolutions. The Committee holds regular events, employee travel,
and year-end dinners every year.
Kwong Lung is committed to protecting employees’ human rights, and will not
discriminate against race, gender, age, political position or religious belief as the
assessment criteria for employee employment, assessment and promotion. In terms of
implementation, communication or grievance channels are also set up, and the
personal information of employees involved in the grievances or incidents is kept
confidential and handled carefully.
In order to implement corporate strategy and annual goals, and strengthen
organizational effectiveness, Kwong Lung complies with the performance assessment
policy and system to implement performance management. It is applicable to all of
Kwong Lung’s full-time employees, regardless of gender, age and position.
Assessment items include scoring from "work behavior", "work goals," "selfassessment and future career planning," etc. Among them, an employee’s work goal is
jointly set by the employee and the supervisor, emphasizing the consensus between
employees and supervisors on the goals, and at the same time combining employees’
self-evaluation and career planning. The performance assessment is conducted every
six months to cultivate and develop employees' personal capabilities and set future
career development goals, thereby enhancing the Company's competitiveness and
overall organizational effectiveness. In addition, the performance assessment results
serve as a reference for human resources decisions such as employee compensation,
promotion and salary adjustment, and talent development. In 2019, the percentage of
employees who received regular performance assessment and career development
review was 100%, regardless of gender or management and non-management
classification.
In order to enable employees to participate and express business decision-making
opinions, Kwong Lung launches the I Voting online discussion and voting system to
encourage employees to conduct online discussions and votes on the Company's major
decision-making issues. Kwong Lung promotes the core value of ethical enterprises,
encourages a mutual respect and ethical culture, and strengthens employees’ moral
awareness through the advocacy of the ethical corporate management best practice
principles. There were no complaints of any violation of ethical codes in 2019.
Kwong Lung has set up employee communication mailboxes by business unit.
Employees can communicate any comments via the "employee mailbox" and "sexual
harassment grievance mailbox." In addition, the Company's internal first-level
supervisors and human resources departments will conduct employee interviews from
time to time, as a platform for interaction between the top and bottom.
The Company stipulates relevant measures as guidelines of employees’ conduct, and
various management measures, and rewards and punishments are announced to
employees’ compliance, so that employees understand the code of conduct.
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5) Protective measures taken to ensure a safe working environment and maintain
employees' personal safety
 Work safety
The factories in Taiwan hold education and training on labor safety and hygiene
every year, and regularly send employees to receive relevant labor safety retraining
courses. The overseas factories provide uniforms and complete and effective
protective gear for on-site employees to wear.
In order to ensure the safety of personnel in case of any incident, Kwong Lung
complies with the internal fire protection plan, establishes a training plan and
personnel training of self-defense firefighting groups, plans emergency escape
routes, escape procedure advocacy and slogan formulation, and regularly sends
people to receive first-aid training. For fire safety projects, all factories also comply
with the local fire laws and regulations to make relevant registration and have
exercise drills regularly.
 Environmental safety operation
Kwong Lung establishes the Environmental Health Safety Committee (abbreviated
as EHS Committee) to integrate the Company’s resources and invest a lot of
manpower to improve the safety of down products, the safety of personnel in the
manufacturing process, and environmental safety.
The proportion of labor representatives in the EHS committee accounts for 55% of
the total committee, chaired by the top supervisor of the production department in
the factory, the department heads and members of the safety committee participate
in the whole process, discussing safety and health plans. They include education
and training plans, improvement measures of work environment, hazard prevention
management, auditing, contractor management, health promotion, and
implementation of occupational disaster prevention, in order to reduce incidences
of occupational disasters.
Kwong Lung cares about every work partner, and actively increases operating
personnel’s personal protective equipment, regularly holds lectures, and develops
instructions, to improve personal protection related concepts. As the down material
comes from the waterfowl farming industry, there is still considerable controversy
as to whether it can be an infection source of avian influenza virus. As a member of
the world, the Company adopts high specifications to prevent the spread of avian
influenza, providing the customers and end consumers with the best protection.
The plant areas are equipped with designated disinfection equipment according to
the disinfection standards of the World Animal Health Organization. Each plant area
is regularly disinfected every quarter, and the frequency of disinfection is increased
during the monsoon season. Fumigation and disinfection with high temperature or
formaldehyde is strictly implemented and supervised and guided by government
agencies, and the Company cooperates with the inspection regulations of customs
and epidemic control units of various countries. Regarding the harmfulness of
formaldehyde vapor to human body, the Company specially designates an agent
storage space for this substance, self-examines and purchases ventilation and
exhaust equipment to do ensure the safety of operating personnel as much as it can.
 Health and care
Kwong Lung has always attached great importance to employees’ health. Through
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holding various health seminars, arranging health checkups and promoting healthy
concepts, it has strengthened employees' health awareness and conveyed the correct
concepts of prevention and health care.In 2019, 350 employees in Taiwan
participated in health lectures, for a total of 471 hours.
Knowing long term care

Medical lectures

(2) In the most recent year and as of the printing date of the annual report, losses suffered as
a result of labor disputes (including matters of labor inspection results showing violation
of the Labor Standards Act, for which the disposition date, the disposition No., the
provisions of the statute violated, the content of the violation, and the content of the
disposition should be disclosed), the estimated amount aroused at present and may arise
in the future, and response measures should be disclosed. If it is impossible to be
reasonably estimated, the facts for it cannot be reasonably estimated should be explained:
None.
6. Material contracts
Nature of
Contract

Long-term
loans

Contracting Parties
Chang Hwa
Commercial Bank
Export-Import Bank of
the Republic of China
Export-Import Bank of
the Republic of China
Yuanta Commercial
Bank
E.Sun Commercial
Bank
Bank Sinopac

Contract Term Dates
2019.06.05~2021.06.05
2019.10.08~2021.10.08
2019.11.04~2021.11.04
2019.11.12~2021.11.12
2019.12.20~2021.12.20
2020.03.27~2022.03.27
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Main Content
Long-term credit loans
NTD200,000,000
Long-term credit loans
NTD150,000,000
Long-term credit loans
NTD150,000,000
Long-term credit loans
NTD100,000,000
Long-term credit loans
NTD150,000,000
Long-term credit loans
NTD100,000,000

May 10, 2020
Restrictive
Clauses
None
None
None
None
None
None

VI. Financial overview
1. Summary balance sheet and comprehensive income statement, the names of CPAs and their
audit opinions in the past five years
(1) Summary balance sheet and comprehensive income statement (IFRSs)
1) Summary balance sheet -IFRSs(Consolidated)
Year
Item
Current assets
Property, plant and equipment
（Note 2）
Intangible assets

Unit: In thousands of New Taiwan Dollars
Financial
Financial information for the last five years（Note 1）
information for the
current year as of
March 31, 2020
2019
2018
2017
2016
2015
（Note 3）
4,863,268
4,817,900
4,349,554
4,327,916
4,313,836
5,886,649
1,505,271

1,573,527

1,589,129

1,254,198

1,295,552

1,530,792

64,867

66,081

37,689

36,480

36,319

64,992

Other assets（Note 2）

1,137,672

573,817

638,896

593,485

404,246

1,035,691

Total assets

7,571,078

7,031,325

6,615,268

6,212,079

6,049,953

8,518,124

1,387,933

2,542,841

1,985,164

1,594,083

2,021,854

2,304,792

Note(4)

2,931,294

2,203,575

1,984,053

2,341,261

─

1,090,777

388,528

1,773,068

1,111,326

725,971

1,181,399

2,478,710

Current
liabilities

Pre-distribution
Post-distribution

Non-current liabilities

2,931,369

3,758,232

2,705,409

2,747,825

3,486,191

Post-distribution
Total equity attributable to
owners of parent company
Share capital

Note(4)

3,319,822

3,976,643

3,095,379

3,067,232

─

5,032,009

4,047,473

2,812,936

3,505,883

3,299,944

4,977,289

1,485,075

1,285,540

1,090,130

1,083,250

1,064,690

1,490,071

Capital reserve

2,311,774

1,687,841

1,043,597

1,024,322

953,204

2,324,223

1,265,527

1,162,726

760,098

1,269,809

1,141,621

1,288,091

Note(4)

774,273

541,687

879,839

822,214

─

(30,367)

(88,634)

(80,889)

128,502

140,429

(125,096))

Total
liabilities

Retained
earnings

Pre-distribution

Pre-distribution
Post-distribution

Other equity
Treasury shares
Non-controlling interests
Total
equity

Pre-distribution

─

─

─

─

─

─

60,359

52,483

44,100

787

2,184

54,644

5,092,368

4,099,956

2,857,036

3,506,670

3,302,128

5,031,933

Post-distribution
Note(4)
3,711,503
2,638,625
3,116,700
2,982,721
Note 1: The year when the financial information has not been attested by CPAs should be indicated.
Note 2: If asset revaluation has been conducted in the current year, the processing date and the value of the revaluation increment should be
listed.
Note 3: The financial information for the first quarter of 2020 was reviewed by CPAs.
Note 4: The earning distribution for 2019 is still pending for resolution by the shareholders' meeting.
Note 5: If the competent authority has notified the Company that the financial information should be corrected or re-prepared, the corrected or
re-prepared numbers should be listed, and the circumstances and reasons should be indicated.
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─

2) Summary comprehensive income statement-IFRSs(Consolidated)
Unit: In thousands of New Taiwan Dollars
Financial
Financial information for the last five years（Note 1）
information for the
current year as of
March 31, 2020
2018
2017
2016
2015
（Note 2）

Year
Item
Operating income
Operating gross profit
Operating profit and loss
Non-operating income and
expenses
Net income before tax
Continuing operations' income
before tax
Loss from discontinued
operation
Net income (loss) for current
period
Other comprehensive income for
the current period (Net income
after tax)
Total comprehensive income
Net income attributed to
stockholders of the Company
Net income attributed to noncontrolling interests
Comprehensive income
attributed to stockholders of the
Company
Comprehensive income
attributed to non-controlling
interests
Earnings per share

2019
10,593,869

10,154,312

8,512,927

8,598,697

8,920,491

2,027,513

1,438,417

1,352,210

1,236,676

1,385,017

1,404,343

207,214

595,528

349,438

357,475

499,460

483,214

28,044

15,074

378,502

(408,246)

12,437

27,240

5,464

610,602

727,940

(50,771)

511,897

510,454

33,508

498,477

631,632

(109,863)

445,845

430,017

25,817

─

─

─

─

─

─

498,477

631,632

(109,863)

445,845

430,017

25,817

61,042

(5,388)

(210,757)

(11,574)

11,132

(95,276)

559,519

626,244

(320,620)

434,271

441,149

(69,459)

487,589

618,337

(118,339)

447,375

431,341

22,799

10,888

13,295

8,476

(1,530)

(1,324)

3,018

549,521

613,294

(329,132)

435,668

442,395

(72,165)

9,998

12,950

8,512

(1,397)

(1,246)

2,706

4.10

5.74

(1.09)

4.19

4.09

0.17

Note 1: The year when the financial information has not been attested by CPAs should be indicated.
Note 2: The financial information for the first quarter of 2020 was reviewed by CPAs.
Note 3: The loss of the discontinued business unit is listed as the net amount after deducting income tax.
Note 4: If the competent authority has notified the Company that the financial information should be corrected or re-prepared, the corrected
or re-prepared numbers should be listed, and the circumstances and reasons should be indicated
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3) Summary balance sheet -IFRSs(Standalone)
Unit: In thousands of New Taiwan Dollars
Year
Item

2019

Current assets
Property, plant and equipment
（Note 2）
Intangible assets

Financial
information for
the current year
as of March 31,
2020（Note 3）

Financial information for the last five years（Note 1）
2018

2017

2016

2015

2,825,215

3,028,331

2,691,505

2,523,991

2,436,942

NA

841,123

583,893

638,931

422,212

418,104

NA

36,934

36,110

36,352

34,696

34,644

NA

Other assets（Note 2）

3,982,637

3,408,696

3,094,574

3,428,228

3,047,229

NA

Total assets

7,685,909

7,057,030

6,461,362

6,409,127

5,936,919

NA

1,598,370

2,737,751

1,992,879

1,793,920

1,912,968

NA

Current
liabilities

Pre-distribution
Post-distribution

Non-current liabilities
Total
liabilities

Pre-distribution

Note(4)

3,126,204

2,211,290

2,183,890

2,232,375

NA

1,055,530

271,806

1,655,547

1,109,324

724,007

NA

2,653,900

3,009,557

3,648,426

2,903,244

2,636,975

NA

Post-distribution
Total equity attributable to
owners of parent company
Share capital

Note(4)

3,398,010

3,866,837

3,293,214

2,956,382

NA

5,032,009

4,047,473

2,812,936

3,505,883

3,299,944

NA

1,485,075

1,285,540

1,090,130

1,083,250

1,064,690

NA

Capital reserve

2,311,774

1,687,841

1,043,597

1,024,322

953,204

NA

1,265,527

1,162,726

760,098

1,269,809

1,141,621

NA

Note(4)

774,273

541,687

879,839

822,214

NA

(30,367)

(88,634)

(80,889)

128,502

140,429

NA

Treasury shares

─

─

─

─

─

NA

Non-controlling interests

─

─

─

─

─

NA

5,032,009

4,047,473

2,812,936

3,505,883

3,299,944

Retained
earnings

Pre-distribution
Post-distribution

Other equity

Total
equity

Pre-distribution

NA
Post-distribution
Note(4)
3,659,020
2,594,525
3,115,913
2,980,537
Note 1: The year when the financial information has not been attested by CPAs should be indicated.
Note 2: If asset revaluation has been conducted in the current year, the processing date and the value of the revaluation increment should be listed.
Note 3: Not applicable.
Note 4: The earning distribution for 2019 is still pending for resolution by the shareholders' meeting.
Note 5: If the competent authority has notified the Company that the financial information should be corrected or re-prepared, the corrected or reprepared numbers should be listed, and the circumstances and reasons should be indicated.
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4) Summary comprehensive income statement -IFRSs(Standalone)
Year
Item
Operating revenue

Unit: In thousands of New Taiwan Dollars
Financial
Financial information for the last five years（Note 1）
information for the
current year as of
March 31, 2020
2019
2018
2017
2016
2015
（Note 2）
NA
8,338,754
8,373,364
7,389,127
7,155,781
7,669,513

Gross profit

840,948

826,050

754,898

740,420

775,927

NA

Operating profit and loss

352,687

312,031

305,088

266,578

210,142

NA

Non-operating income and
expenses

224,887

386,722

(380,791)

230,943

263,783

Net income before tax

577,574

698,753

(75,703)

497,521

473,925

NA

487,589

618,337

(118,339)

447,375

431,341

NA

─

─

─

─

─

487,589

618,337

(118,339)

447,375

431,341

61,932

(5,043)

(210,793)

(11,707)

11,054

NA

549,521

613,294

(329,132)

435,668

442,395

NA

─

─

─

─

─

NA

─

─

─

─

─

NA

─

─

─

─

─

NA

─

─

─

─

─

NA

4.10

5.74

(1.09)

4.19

4.09

NA

Continuing operations' income
before tax
Loss from discontinued
operation
Net income (loss) for current
period
Other comprehensive income for
the current period (Net income
after tax)
Total comprehensive income
Net Income Attributed to
Stockholders of the Company
Net Income Attributed to Noncontrolling Interests
Comprehensive income
attributed to stockholders of the
Company
Comprehensive income
attributed to non-controlling
interests
Earnings per share

NA

NA
NA

Note 1: The year when the financial information has not been attested by CPAs should be indicated.
Note 2: Not applicable.
Note 3: The loss of the discontinued business unit is listed as the net amount after deducting income tax.
Note 4: If the competent authority has notified the Company that the financial information should be corrected or re-prepared, the corrected or reprepared numbers should be listed, and the circumstances and reasons should be indicated.

(2) Names of attest CPAs and audit opinions in the last five years
Year

Accounting firm

Attest CPAs

Audit opinions

2015

Deloitte & Touche

Tsai Chen-Tsai,Cheng Chin-Tsung

Modified unqualified opinion

2016

Deloitte & Touche

Tsai Chen-Tsai,Cheng Chin-Tsung

Unqualified opinion

2017

Deloitte & Touche

Tsai Chen-Tsai,Cheng Chin-Tsung

Unqualified opinion

2018

Deloitte & Touche

Tsai Chen-Tsai,Cheng Chin-Tsung

Unqualified opinion

2019

Deloitte & Touche

Chang Ching-Fu and Chiu Meng-Chieh

Unqualified opinion
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2. Financial analysis in the last five years
(1) Financial analysis-IFRSs(Consolidated)
Year（Note 1）
Item（Note 3）
Capital
structure
（％）
Solvency ratios
％

Operating
performance

Profitability

Cash flow

Leverage

Financial analysis in the last five years
2019

2018

2017

2016

2015

Financial
information for the
current year as of
March 31, 2020
（Note 2）

Debt ratio
Long term funds to fixed
assets ratio
Current ratio

32.74

41.69

56.81

43.55

45.42

40.93

406.76

281.91

291.36

368.20

310.92

402.32

350.40

189.47

219.10

271.50

213.36

255.41

Quick ratio

163.77

77.50

99.17

121.37

81.16

126.86

22.59

19.95

(0.30)

20.38

16.83

9.36

10.44

9.76

8.58

9.02

10.49

7.54

35

37

43

40

35

48

3.67

3.61

3.23

3.03

2.69

2.83

13.71

11.10

10.54

11.17

8.91

9.45

99

101

113

120

136

129

6.88

6.42

5.99

6.74

7.36

5.34

1.45

1.49

1.33

1.40

1.50

1.01

7.14

9.75

(0.40)

7.65

7.71

0.36

10.74

18.30

(3.45)

13.10

13.42

0.46

41.12

56.63

(4.66)

47.26

47.94

2.25

4.71

6.22

(1.29)

5.19

4.82

1.27

4.10

5.74

(1.09)

4.19

4.09

0.17

46.73

20.38

5.41

50.99

36.63

NA

65.80

43.43

45.02

63.79

48.73

NA

3.29

3.20

(4.76)

8.18

7.92

NA

3.06

4.94

3.46

3.41

3.56

10.98

1.05

1.12

1.12

1.06

1.07

1.17

Times interest earned
Accounts receivable
turnover (times)
Average collection days
Average inventory
turnover ratio (times)
Accounts payable turnover
(times)
Average inventory
turnover days
Fixed assets turnover
(times)
Total assets turnover
(times)
Return on total assets
（％）
Return on equity（％）
Net income before tax to
paid-up capital ratio
(%)(Note 7)
Net profit margin（％）
Earnings per share
（NT$）
Cash flow ratio（％）
Cash flow adequacy ratio
（％）
Cash flow reinvestment
ratio（％）
Operating leverage
Financial leverage

Please explain the reasons for the changes in various financial ratios in the last two years. (If the increase or decrease
is less than 20%, the analysis is exempted)
1.Decrease in debt ratio: It is mainly due to the conversion / repayment of convertible corporate bonds due in 2019.
2.Increase in long term funds to fixed assets ratio: It is mainly caused by newly added long-term borrowings.
3.Increase in current ratio and quick ratio: It is mainly due to the reduction of long-term liabilities due within one year.
4.Increase in accounts payables turnover ratio: It is mainly due to the decrease in average accounts payable in 2019.
5.Decrease in profitability (Return on total assets, return on equity, net income before tax to paid-up capital ratio, net
profit margin, and earnings per share): It is mainly due to the recognition of fire claims income in 2018, but there
was no such incident in 2019. So the relevant profitability indicators are reduced compared to that in 2018.
6.Increase in cash flow ratio: It is due to the increase in cash flow from operating activities in the current period
7.Increase in cash reinvestment ratio: It is due to increased cash flow from operating activities.
8.Decrease in operating leverage: It is mainly due to a substantial increase in net operating profit in 2019, resulting in
a decrease in operating leverage.
Note 1: The year when the financial information has not been attested by CPAs should be indicated.
Note 2: The financial information for the first quarter of 2020 was reviewed by CPAs.
Note 3: At the end of this table in the annual report, the following calculation formulas should be listed:
1. Capital structure
(1)Debt ratio＝Total liabilities／Total assets
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(2)Long term funds to fixed assets ratio＝（Total equity＋Non-current liabilities）／Net property, plant and equipment.
2. Solvency ratios
(1)Current ratio＝Current assets／Current liabilities
(2)Quick ratio＝（Current assets－Inventories－Prepaid expenses）／Current liabilities
(3)Times interest earned＝Net income before tax and interest expense／Current interest expense
3. Operating performance
(1)Accounts receivable turnover ratio (Including accounts receivable and notes receivable arising from operations)＝ Net sales／
Average balance of accounts receivable (Including accounts receivable and notes receivable arising from operations)
(2)Average collection days＝365／Accounts receivable turnover
(3)Average inventory turnover ratio＝Cost of goods sold／Average inventory
(4)Accounts payable turnover ratio (Including accounts payable and notes payable arising from operations)＝ Cost of goods sold
／Average balance of accounts payable (Including accounts payable and notes payable arising from operations)
(5)Average inventory turnover days＝365／Average inventory turnover ratio
(6)Fixed assets turnover ratio＝Net sales／Average net property plant and equipment
(7)Total assets turnover＝Net sales／Average total assets
4. Profitability
(1)Return on total assets＝〔Profit and loss after tax＋Interest expenses ×（１－tax rate）〕／ Average total assets
(2)Return on equity＝Profit and loss after tax／Average total equity
(3)Net profit margin＝Profit and loss after tax／Net sales
(4)Earnings per share＝（Profit and loss attributable to the owner of the parent company－Preferred share dividends）／Weighted
average number of issued shares（Note 4）
5. Cash flow
(1)Cash flow ratio＝Net cash flow from operating activities / current liabilities
(2)Net cash flow adequacy ratio＝Net cash flow from operating activities in the last five years／ (Capital expenditures＋Increase
in inventory＋Cash dividends in the last five years)
(3)Cash flow reinvestment ratio＝ (Net cash flow from operating activities － Cash dividends)／ (Gross property, plant, and
equipment＋Long-term investment＋Other non-current assets＋Working capital)(Note 5)
6.Leverage:
(1)Operating leverage＝(Net operating revenue－Variable operating costs and expenses) ／ Operating income (Note 6)
(2)Financial leverage＝Operating income ／ (Operating income－Interest expenses)
Note 4: For the formula for calculating the aforementioned earnings per share, special attention must be given to the following matters when
measuring:
1. It should be based on the weighted average number of common shares, not the number of issued shares at the end of the year.
2. Any company with share capital increase in cash or treasury share trading should consider the period of circulation to calculate the
weighted average number of shares.
3. Any company with capitalization of retained earnings or capitalization of capital reserves, when calculating the previous annual and
semi-annual earnings per share, should adjust retrospectively pro-rata to the capital increase ratio, and there is no need to consider
the issue period of the capital increase.
4. If the preferred shares are non-convertible accumulated preferred shares, the current year’s dividend (whether or not being distributed)
shall be deducted from the net income after tax or added to the net loss after tax. If the preferred shares are of non-cumulative nature,
in the case of net income after tax, the dividend of preferred shares should be deducted from the net income after tax; if it is a loss,
there is no need to adjust.
Note 5: For the cash flow analysis, special attention should be given to the following items when measuring:
1. Net cash flow from operating activities refers to the net cash inflow from operating activities in the cash flow statement.
2. Capital expenditures refer to the annual cash outflow of capital investment.
3. The increase in inventory is counted only when the closing balance is greater than the opening balance. If inventory decreases at the
end of the year, it is calculated as zero.
4. Cash dividends include cash dividends for common shares and preferred shares.
5. Gross property, plant and equipment refers to the total amount of property, plant and equipment before deducting accumulated
depreciation.
Note 6: The issuer should distinguish between various operating costs and operating expenses as fixed and variable according to the nature. If
it involves estimation or subjective judgment, reasonableness should be considered and consistency should be maintained.
Note 7: If the company's stock has no face value or is not denominated in NT$ 10 per share, the aforementioned calculation of the ratio of the
paid-up capital will be based on the equity ratio attributable to the owner of the parent company in the balance sheet.
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(2) Financial analysis -IFRSs(Standalone)
Year（Note 1）

Financial analysis in the last five years

Item（Note 3）
2019
Capital
structure
（％）
Solvency
ratios％

Debt ratio

45.30

44.42

NA

Long term funds to fixed assets ratio

723.74

739.74

699.37

1093.10

962.43

NA

Current ratio

176.76

110.61

135.06

140.70

127.39

NA

Quick ratio

111.88

75.78

92.56

103.94

91.49

NA

25.74

22.36

(1.56)

25.26

21.49

NA

9.34

8.54

8.01

7.93

10.16

NA

39

43

46

46

36

NA

8.32

9.07

9.57

10.40

9.91

NA

5.82

5.79

5.82

6.46

7.71

NA

44

40

38

35

37

NA

Fixed assets turnover (times)

11.70

13.70

13.93

17.03

21.67

NA

Total assets turnover (times)

1.13

1.24

1.15

1.16

1.37

NA

Return on total assets（％）

6.87

9.55

(1.46)

7.52

8.05

NA

10.74

18.03

(3.75)

13.15

13.47

NA

38.89

24.27

(6.94)

45.93

44.51

NA

5.85

7.38

(1.60)

6.25

5.62

NA

4.10

5.74

(1.09)

4.19

4.09

NA

Cash flow ratio（％）

30.89

3.53

9.13

13.73

14.20

NA

Cash flow adequacy ratio（％）

43.52

42.31

54.18

71.33

74.10

NA

Cash flow reinvestment ratio（％）

1.64

(4.97)

(4.35)

(1.48)

(0.98)

NA

Operating leverage

2.53

2.90

2.64

3.04

4.05

NA

Financial leverage

1.07

1.12

1.11

1.08

1.12

Average collection days
Average inventory turnover ratio
(times)
Accounts payable turnover (times)

Return on equity（％）
Net income before tax to paid-up
capital ratio (%)(Note 7)
Net profit margin（％）
Earnings per share（NT$）

Leverage

2015

56.47

Average inventory turnover days

Cash flow

2016

42.65

Accounts receivable turnover (times)

Profitability

2017

34.53

Times interest earned

Operating
performance

2018

Financial
information for the
current year as of
March 31, 2020
（Note 2）

NA
Please explain the reasons for the changes in various financial ratios in the last two years. (If the increase or decrease is less than 20%, the analysis
is exempted)
1. Increase in current ratio and quick ratio: It is mainly due to the reduction of long-term liabilities due within one year.
2. Profitability (Return on total assets, return on equity, net income before tax to paid-up capital ratio, net profit margin, and earnings per share):
It is mainly due to the recognition of fire claims income in 2018, but there was no such incident in 2019. So the relevant profitability indicators
are reduced compared to that in 2018.
3. Increase in cash flow ratio and Cash flow reinvestment ratio: It is due to the increase in cash flow from operating activities in the current
period.
Note 1: The year when the financial information has not been attested by CPAs should be indicated.
Note 2: Not applicable.
Note 3: At the end of this table in the annual report, the following calculation formulas should be listed:
1. Capital structure
(1)Debt ratio＝Total liabilities / total asset.
(2)Long term funds to fixed assets ratio＝（Total equity＋Non-current liabilities）／Net property, plant and equipment
2. Solvency ratios
(1)Current ratio＝Current assets／Current liabilities
(2)Quick ratio＝（Current assets－Inventories－Prepaid expenses）／Current liabilities
(3)Times interest earned＝Net income before tax and interest expense／Current interest expense
3. Operating performance
(1)Accounts receivable turnover ratio (Including accounts receivable and notes receivable arising from operations)＝ Net sales／
Average balance of accounts receivable (Including accounts receivable and notes receivable arising from operations)
(2)Average collection days＝365／Accounts receivable turnover
(3)Average inventory turnover ratio＝Cost of goods sold／Average inventory
(4)Accounts payable turnover ratio (Including accounts payable and notes payable arising from operations)＝ Cost of goods sold
／Average balance of accounts payable (Including accounts payable and notes payable arising from operations)
(5)Average inventory turnover days＝365／Average inventory turnover ratio
(6)Fixed assets turnover ratio＝Net sales／Average net property plant and equipment
(7)Total assets turnover＝Net sales／Average total assets
4. Profitability
(1)Return on total assets＝〔Profit and loss after tax＋Interest expenses ×（１－tax rate）〕／ Average total assets
(2)Return on equity＝Profit and loss after tax／Average total equity
(3)Net profit margin＝Profit and loss after tax／Net sales
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(4)Earnings per share＝（Profit and loss attributable to the owner of the parent company－Preferred share dividends）／Weighted
average number of issued shares（Note 4）
5. Cash flow
(1)Cash flow ratio＝Net cash flow from operating activities / current liabilities
(2)Net cash flow adequacy ratio＝Net cash flow from operating activities in the last five years／ (Capital expenditures＋Increase
in inventory＋Cash dividends in the last five years)
(3)Cash flow reinvestment ratio＝ (Net cash flow from operating activities － Cash dividends)／ (Gross property, plant, and
equipment＋Long-term investment＋Other non-current assets＋Working capital)。(Note 5)
6. Leverage:
(1)Operating leverage＝(Net operating revenue－Variable operating costs and expenses) ／ Operating income (Note 6).
(2)Financial leverage＝Operating income ／ (Operating income－Interest expenses).
Note 4: For the formula for calculating the aforementioned earnings per share, special attention must be given to the following matters when
measuring:
1.It should be based on the weighted average number of common shares, not the number of issued shares at the end of the year.
2. Any company with share capital increase in cash or treasury share trading should consider the period of circulation to calculate the
weighted average number of shares.
3. Any company with capitalization of retained earnings or capitalization of capital reserves, when calculating the previous annual
and semi-annual earnings per share, should adjust retrospectively pro-rata to the capital increase ratio, and there is no need to
consider the issue period of the capital increase.
4. If the preferred shares are non-convertible accumulated preferred shares, the current year ’s dividend (whether or not being
distributed) shall be deducted from the net income after tax or added to the net loss after tax. If the preferred shares are of noncumulative nature, in the case of net income after tax, the dividend of preferred shares should be deducted from the net income
after tax; if it is a loss, there is no need to adjust.
Note 5: For the cash flow analysis, special attention should be given to the following items when measuring:
1.Net cash flow from operating activities refers to the net cash inflow from operating activities in the cash flow statement.
2.Capital expenditures refer to the annual cash outflow of capital investment.
3.The increase in inventory is counted only when the closing balance is greater than the opening balance. If inventory decreases at
the end of the year, it is calculated as zero.
4.Cash dividends include cash dividends for common shares and preferred shares.
5.Gross property, plant and equipment refers to the total amount of property, plant and equipment before deducting accumulated
depreciation.
Note 6: The issuer should distinguish between various operating costs and operating expenses as fixed and variable according to the nature. If
it involves estimation or subjective judgment, reasonableness should be considered and consistency should be maintained.
Note 7: If the company's stock has no face value or is not denominated in NT$ 10 per share, the aforementioned calculation of the ratio of the
paid-up capital will be based on the equity ratio attributable to the owner of the parent company in the balance sheet.
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3. Supervisor review report on latest annual financial report
KWONG LUNG ENTERPRISE CO., LTD.

2019 Supervisor's Review Report
The Board reports the financial statements and have been audited by Mr. Chang
Ching-Fu and Mr. Chiu Meng-Chieh of Deloitte & Touche Accounting Firm. The financial
statements, business report, and earnings distribution proposal have been audited by us as
Supervisors of the Company. We deem no inappropriateness on these documents. Pursuant to
Article 219 of the Company Act, we hereby present the review report. Please review.

Submitted to
Shareholders' Meeting of KWONG LUNG ENTERPRISE CO., LTD.

Supervisor
Huang Lu Investment Co.,Ltd.
Representative：Chan Chi-Che
March 27, 2020
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KWONG LUNG ENTERPRISE CO., LTD.

2019 Supervisor's Review Report
The Board reports the financial statements and have been audited by Mr. Chang
Ching-Fu and Mr. Chiu Meng-Chieh of Deloitte & Touche Accounting Firm. The financial
statements, business report, and earnings distribution proposal have been audited by us as
Supervisors of the Company. We deem no inappropriateness on these documents. Pursuant to
Article 219 of the Company Act, we hereby present the review report. Please review.

Submitted to
Shareholders' Meeting of KWONG LUNG ENTERPRISE CO., LTD.

Supervisor
Chung Lu Investment Co.,Ltd.
Representative：Lee Chao-Fu
March 27, 2020
4. Financial statements in the most recent year
：Please refer to attachment 1 of the annual report.
5. The Company's standalone financial statements in the most recent year, which have been
audited and attested by CPAs
：Please refer to attachment 2 of the annual report.
6. If the Company and its affiliated enterprises have any financial difficulties in the most recent
year and as of the printing date of the annual report, the impacts on the Company's financial
situation should be listed: None.
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VII. Review and analysis of the financial status and
financial performance, and risk management
1. Financial status
Unit: In thousands of New Taiwan Dollars；%
Difference
2019
2018
Item
％
Amount
Current assets
4,863,268
4,817,900
45,368
0.94
Non-current assets
2,707,810
2,213,425
494,385
22.34
Total assets
7,571,078
7,031,325
539,753
7.68
Current liabilities
1,387,933
2,542,841
(1,154,908)
(45.42)
Non-current liabilities
1,090,777
388,528
702,249
180.75
Total liabilities
2,478,710
2,931,369
(452,659)
(15.44)
Share capital
1,485,075
1,285,540
199,535
15.52
Capital reserve
2,311,774
1,687,841
623,933
36.97
Retained earnings
1,265,527
1,162,726
102,801
8.84
Total other equity interests
(30,367)
(88,634)
58,267
(65.74)
Non-controlling interests
60,359
52,483
7,876
15.01
Total shareholders' equity
5,092,368
4,099,956
992,412
24.21
1.Main causes and impacts of material changes in assets, liabilities and equity in the last two years:
1).Increase in non-current assets: It is mainly due to the initial adoption of IFRS 16 in this year to
recognize relevant right-of-use assets and addition of investment property.
2).Decrease in current liabilities: The main reason is that the corporate debts payable have been
due and repaid in this year.
3).Increase in non-current liabilities: It is mainly due to the newly added long-term borrowings.
4).Increase in capital reserve: It is mainly due to the increased conversion premium from
convertible corporate bonds.
5).Increase in other equity: It is mainly due to the increase in the unrealized gains and losses of
financial assets measured at fair value through other comprehensive income.
2.Response plan: The aforementioned changes have not yet had significant impacts on the Company.
The working capital generated by the Company’s future operating activities and part of the funds
obtained from the financing of financial institutions will be sufficient to meet the needs of the
Company’s future operations.
Year

2. Financial performance
(1) The main reasons for the significant changes in operating revenue, operating net profit
and income before tax in the last two years:
Unit: In thousands of New Taiwan Dollars；%

Year
Item

2019

2018

Increase
(decrease) amount
439,557
353,350
86,207
(159,883)
246,090
(363,428)
(117,338)
15,817
(133,155)
66,430
(66,725)

Change ratio
（％）
4.33
4.01
6.38
(15.94)
70.42
(96.02)
(16.12)
16.42
(21.08)
(1,232.93)
(10.65)

Operating revenue
10,593,869
10,154,312
Operating costs
(9,155,452)
(8,802,102)
Gross profit
1,438,417
1,352,210
Operating expenses
(842,889)
(1,002,772)
Net operating profit
595,528
349,438
Non-operating income and expenses
15,074
378,502
Net income before tax
610,602
727,940
Income tax expenses
(112,125)
(96,308)
Net income from the current period
498,477
631,632
Other comprehensive income
61,042
(5,388)
Total comprehensive income
559,519
626,244
Change analysis:
1.Increase in net operating profit: It is mainly due to revenue growth and increased profit.
2.Decrease in non-operating income and expenses: It is mainly due to insurance claims income in 2018, and
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there was no such incidents in the current period.
3.Decrease in net income from the current period: It is mainly due to insurance claims income in 2018, and
there was no such incidents in the current period.
4.Increase in other comprehensive income: It is due to the increase in the unrealized profit or loss of financial
assets measured at fair value through other comprehensive income.

(2) The expected sales volume and its basis, the possible impact on the Company's future
financial business, and the response plan: According to the Company's product launch
schedule, operation plan, market demand forecast, industry competition situation, and
assessment of main customers’ business outlook, it is expected that the Company's
industry will still maintain a stable growth trend.
3. Cash flow
(1) Analysis of changes in cash flow in 2019
Unit: In thousands of New Taiwan Dollars
Beginning
cash
balance

Net cash
inflow
(outflow)
from
operating
activities

Net cash
inflow
(outflow)
from
investing
activities

Net cash
inflow
(outflow)
from
financing
activities

Impact of
exchange
rate
changes

Cash surplus
(insufficiency)

794,215

648,629

(776,850)

221,683

(6,421)

881,256

Remedy for
insufficiency
Funding
plan

Financing
plan

None

None

1. Operating activities: It mainly comes from cash collected in operating income.
2. Investing activities: It is mainly through obtaining financial assets measured at fair value through profit or
loss, obtaining financial assets measured at amortized cost, obtaining property, plant and equipment, and
obtaining investment property.
3. Financing activities: It is mainly for long-term borrowing and cash dividends.

(2) Improvement plan for insufficient liquidity: The Company has no liquidity insufficiency.
(3) 2020 cash liquidity analysis

Beginning cash
balance

Net cash inflow
(outflow) from
operating
activities

Net cash
inflow
(outflow)
from
investing
activities

881,256

612,696

(801,075)

Unit: In thousands of New Taiwan Dollars
Net cash
Remedy for
inflow
insufficiency
(outflow)
Cash surplus
from
(insufficiency) Funding
Financing
financing
plan
plan
activities
159,000

851,877

None

None

1. Operating activities: It mainly comes from cash collected in operating income.
2. Investing activities: It is mainly to increase domestic and overseas investment and purchase property, plant
and equipment.
3. Financing activities: It is mainly to pay cash dividends and to borrow and repay bank loans.

4. Impacts of major capital expenditures on financial operations in the most recent year
(1) Japanese subsidiary -Kwong Lung Japan Co., Ltd. purchased property in Osaka for the
needs of future operation and development. It invested NT$ 102,824,000 in 2019, and
the source of funds was operating income, which had no significant impact on financial
business.
5. The reinvestment policy in the most recent year, the main reasons for its profit or loss,
improvement plans, and investment plans for the coming year
(1) Re-investment policy
The Company's current reinvestment policy is based on the Company's future operation
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direction and is gradually implemented. At this stage, it is mainly based on the promotion
and extension of related businesses in the primary industry. The Company pays attention
to the future profitability and prospects of reinvested companies, and strictly abides by
the principles of legality, profitability and liquidity. The investment strategy takes into
account risks, returns and asset growth, and achieves the goals of return and asset growth
under risk control.
(2) Main reasons for profit or loss and improvement plans
The profit and loss of affiliated companies and joint ventures that adopted the equity
method in 2019 was NT$ 6,513,000. The reasons for the profit were due to proper
logistics management, effective implementation of cost control and improvement of
operating performance.
(3) Investment plan for the coming year
In 2020, it is expected to set up a 100% -owned subsidiary " Kwong Lung Gia Nguyen
Enterprise Co.,Ltd." in Vietnam with a capital of USD 14 million. Due to the current lease
of the production plant of the Home Textiles Division or the temporarily leased garment
factory, in view of risk control and long-term development needs in the future, the factory
is rebuilt in an industrial area with excellent geographical location and preferential
taxation. It is expected that production will be concentrated, and management and
logistics costs will be reduced to enhance the competitiveness of the Home Textiles
Division.
6. Risk matters which should be analyzed and assessed in the most recent year and as of the
printing date of the annual report
(1) Effects of changes in interest rate and exchange rate and inflation on the Company's
profit and loss, and future response measures
1) Impacts of changes in interest rates and exchange rates on the Company's profit and
loss
2019

Net amount (in
thousand NTD)

Interest income and
expenditure
Exchange gains and
losses

As a ratio of net
revenue (%)

As a ratio of net income
before tax (%)

(7,134)

(0.07)

(1.17)

3,535

0.03

0.58

2) Impacts of inflation on the Company's profit and loss: The Company does no suffer
significant impact from inflation, and the Company's quotations for customers and
suppliers are mostly floatingly adjusted by the market, so the impact on the Company's
profit and loss is limited.
3) Future response measures
 Interest rate changes: The Company regularly evaluates banks’ borrowing rate and
obtains the average market interest rate. The Company also has close
communications with banks to obtain more favorable borrowing rates. The market
interest rate trends are taken into consideration for long-term borrowings, in order to
obtain fixed-rate borrowing from banks at appropriate time.
 Exchange rate changes: Collect relevant information on exchange rate changes
constantly, fully grasp the trends and changes in international exchange rates, and
actively respond to the negative effects of exchange rate fluctuations. A specific
foreign exchange operation strategy and strict control procedure are set to monitor
foreign exchange changes.
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 Inflation: Pay close attention to the inflation situation, appropriately adjust the
product price and material inventory, to reduce the impact of inflation on the
Company and the purchase contracts signed with major material and cooperative
suppliers.
(2) Policies, main causes of gain or loss and future response measures with respect to
engaging in high-risk, high-leveraged investments, lending to others, endorsement
guarantees, and derivatives trading
1) Policy
The Company is not engaged in high-risk and highly leveraged investments. However,
in order to effectively control the related risks and improve the safety of financial
operations, the Company has formulated relevant regulations such as the "Procedures
for Lending Funds to Other Parties," "Procedures for Endorsement & Guarantee," and
"Procedures for Derivative Trade" in accordance with the relevant regulations of the
Securities and Futures Commission, Ministry of Finance. At the same time, the
Company's auditing unit has established relevant systems for risk management and
evaluation operations, in accordance with the "Regulations Governing Establishment of
Internal Control Systems by Public Companies" issued by the Securities and Futures
Commission.
2) Main reasons for its profit or loss
 The loan collected interest in accordance with the provisions of the “Procedures for
Lending Funds to Other Parties” in 2019, and the details at the end of the period were
as follows:
Loaning from

Loaned to

Kwong Lung Enterprise
Co., Ltd.

Snowdown
Merchandise Corp

Manumech Corporation

Intime Tech Co.,Ltd.

Loan amount

Interest-rate collar

NT$ 120 million

1.5054%

RMB 1.89 million

2.25%

 The endorsement guarantee did not produce any profit or loss in 2019, and the details
at the end of the period were as follows:
Endorsement guarantor
Manumech Corporation

Endorsement guarantee
Intime Tech Co.,Ltd.

Guarantee amount
RMB 3 million

 The information on the derivative product trading in 2019 is as follows:
Unit: In thousands of New Taiwan Dollars
Forward
Trading Information \ Contract Type
SWAP
contract
Total contract amount
351,793
61,386

For nontrading
purpose

Open
contract
Non-Hedging
Accounting
Closed
contract

Fair value
The amount of unrealized
gains and losses
recognized in this year
Total contract amount
The amount of unrealized
gains and losses
recognized in this year

3) Future response measures
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234

(1,442)

234

(1,442)

1,864,261

186,018

(4,308)

(978)

 The Company has enacted the "Procedures for Lending Funds to Other Parties" and
the "Procedures for Endorsement & Guarantee" for internal control to comply with,
so as not to adversely affect the Company's financial situation.
 The Company’s derivative product trading should be aimed at ensuring the
operational profit of the Company’s business and avoiding the risks caused by
foreign exchange, interest rate, or asset price fluctuations. All foreign exchangerelated trading are all for hedging purposes, and trading not related to hedging should
not be undertaken. The trading’s counterparties are also selected from those already
have conducted business with the Company to avoid credit risk. The Company has
also formulated the "Procedures for Derivative Trade" for internal control to comply
with.
(3) Future R&D projects and expected R&D expenses
1) Future R&D plan
 Garment
(a) Continuously develop a number of new products and workmanship and apply for
patent certification.
(b) Plan to implement a number of automation equipment and increase the proportion
of automation equipment, in addition to improving production capacity,
production efficiency and stable quality, and can reduce dependence on labor.
(c) Develop and optimize production aids to improve the efficiency and quality of
the production line.
(d) Recruit and train technical professionals and R & D personnel in each plant.
(e) Sustainable technology capacity:
Cooperate with the Taiwan Textile Research Institute to propose a number of
sewing compositions for down products, conduct national-level professional
certification experimental tests, and use them in down products in the future.
Expand the channel of cooperation with the fashion academia, establish
modules of industry-academia cooperation, introduce new talents, build a
technical team, and cultivate talents. For example: looking for opportunities of
cooperative education, hiring students in the Fashion Design Department at
night schools, summer internships for students, etc.
Actively expand R & D capacity and cultivate the product development
capabilities of researchers. Through cross-industry alliance and continuous
integration of internal resources, expand the professional capabilities of
deepening product lines and customization, and effectively use various
resources to expand the outdoor leisure sports market and deepen the
cooperation with customers.
 Down material
In recent years, the demand for water-repellent down has increased dramatically.
Major brands have included water-repellent down products as standard products, and
Kwong Lung has taken the lead in the industry to invest in research and development
of water-repellent down, and it has been adopted by many well-known brands. As the
global environmental movement has evolved, the requirements for water repellent
materials have become more stringent. Since the long carbon chain fluorinated has
been used for water repellent in the past, Kwong Lung has developed high water
repellent and stable non-fluorinated water repellent down, and has also received
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orders from related brands. However, environmental awareness is rising, and the
ZDHC (Zero Discharge of Hazardous Chemicals) coalition promises to assist their
members such as brands, manufacturers, and textile associations by 2020 to achieve
zero emissions of hazardous substances in the textile industry supply chain,
improving the environment and life. Many countries and regions have followed up to
refuse the use of fluorinated products. Kwong Lung completely suspended
fluorinated water repellent as early as 2016, and has developed non-fluorinated water
repellent down. The water-repellent down is processed with non-fluorine waterrepellent agent to reduce the impact on the environment, to fulfill the corporate
responsibility to the society, and also meets the high environmental protection
requirements of the bluesign. In addition, the said non-fluorine water repellent down
product processing technology has been granted with a US patent. Kwong Lung will
continue to produce safe and environmentally friendly products with the spirit of
green and environmental protection, and the said non-fluorine water repellent down
product processing technology has been granted with a US patent.
However, the single function cannot completely overcome and meet the needs of
consumers, such as mountain climbing and other activities. The water-repellent
function can prevent the down from losing the three-dimensional structure and
maintain the original thermal insulation performance. Facing the changing mountain
climate, with humidity and low temperature coming one after another, the waterrepellent down cannot completely overcome the problem of low temperature.
Therefore, the composite function will be the new direction of the functional down
in the future. It will solve the problem faced by consumers with a multi-angle solution.
The application can also be extended from outdoor use to special use environments,
such as combining water repellent and antimicrobial, for medical care. In the future,
the Company will also value the development of the essential needs for down,
emphasizing the issues of basic requirements for down, such as thermal insulation
and hygiene. Kwong Lung will improve its processing technology, develop the
exclusive technology, and improve the quality of Kwong Lung’s down. Mulitfunctionality also represents the development of key technologies. In response to
some needs, the composite functional down is designed with conflicting functional
materials, in both physical or chemical properties. Kwong Lung develops composite
functional down according to market demand, and also invests in the development of
more special processing technologies to make completely conflicting functional
materials in down fibers. Breaking through the limitations of traditional fine washing
technology and equipment, Kwong Lung develops its own special processing
technology to continue to lead the industry.
In addition to functional down development, being able to view down raw materials
from a more humane, environmentally friendly, and technological perspective is also
one of the main pivot points for future research and development. In terms of
humanity, down is a by-product of the poultry meat industry, and the source of Kwong
Lung’s down has passed the Responsible Down Standards (RDS), to ensure that each
batch of raw materials fully respects the animal welfare of birds and waterfowl from
hatching to slaughter. Kwong Lung will work hard in the future, to achieve 100%
traceability in the supply chain. In terms of environmental protection and technology,
because down only accounts for 10% of feathers on ducks and geese, the remaining
90% are low-value feather pieces, which are mostly feather waste, becoming one of
solid waste disposal issues. In order to solve the problem of excessive feathers,
Kwong Lung made breakthroughs in the industry and invested in research and
development of manpower and equipment, combined with biotechnology to
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decompose feathers into feather karatin, to successfully extract 18 kinds of
hydrolyzed amino acids that can be absorbed by organisms, expecting to have high
application value in biomedical materials. In the future, Kwong Lung will further
promote feather keratin to products used by people's daily lives, so that feather waste
will no longer be a burden on the environment.
 Home textile
(a) Research and develop new products combining new raw materials and new
materials. Obtain new trends in the latest materials through large international
exhibitions in terms of new materials. Use customers’ development information
on new products, combined with the findings of market research and the test of
the professional design team. In addition to continuously developing the Japanese
market, it also expands into the South Korean, European and American markets.
(b) The advancement of factory automation, with the construction of new production
bases and the implementation of advanced smart equipment, it reduces the
technical manpower requirements and increases the stability of quality.
(c) EDC is fully developed to make factory management more efficient.
2) Estimated R & D expenses: The estimated R & D expenses in 2020 account for about
0.49% of revenue, which is not much different from the ratio in 2019.
(4) Impacts of important domestic and foreign policy and legal changes on the Company’s
finance and sales, and the response measures
In addition to conducting the Company’s daily operation in accordance with relevant
domestic and foreign laws and regulations, the Company has set up full-time legal
personnel, maintained close consultation with entrusted CPAs and lawyers, always paid
attention to the main domestic and foreign policy development trends and regulatory
changes, in order to fully grasp and respond to the changes of various policies and laws
and customers’ market dynamics constantly, as the basis for decision-making of
supervisors at the management level. Therefore, recent changes in domestic and overseas
policies and laws and regulations have not had any significant impacts on the Company's
financial business.
(5) Impacts of changes in technology and in industry on the Company’s finance and sales,
and the response measures
 Garment
Nowadays, with the development of science and technology, the process and materials
of many raw materials are continuously improved and innovated, which not only
enhances the functions and conveniences required for daily life. Thanks to the gift of
technology, the textile materials are constantly changing with new materials, processes
and equipment innovations. In the future, the garment industry will move towards the
following trends:
1).Products with cross-industry cooperation: Apparel combined garments with
electronic technology products, such as: Garments combined with LED lights, so
that consumers who are active at night have lighting assistance and warning
functions; garment combined with temperature-measuring instruments allows the
wearer to easily record changes in body temperature in order to achieve medical
detection.
2).Environmental protection appeals and recycling system: Use the products made
with environmentally friendly materials or a lower degree of chemical materials,
improve the performance of garments by changing the physical properties of
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original materials, make products with low-consumption materials, low-energyconsumption processes, low-pollution, recover and recycle finished products after
sales, sustainable business, etc.
The Garment Division has also gradually invested in research and development in this
field since two year ago, hoping to expand the garment product items and improve
garments’ functionality, following this industry trend.
 Down material
Although down raw materials have always been regarded as a thermal insulation filling
material, but as the environment and market changes, there are needs different from
the past. In response to changes in the global environment and market demand, the
demand for special function down has gradually increased. It changes the role of down
from only being used for thermal insulation to providing for special purposes, such as
water repellent, antimicrobial, body odor elimination, heat storage, color down and so
on. Due to the rise of the outdoor leisure industry, the demand for functional textiles
has increased. Functional textiles that combine functional fabrics and functional down
are more demanded by brand customers.
Functional requirements change the application scope of down and the production
technology of down raw materials. Different from the conventional down products in
the past, the demand for functional down products is for products that maintain the
original advantages of down, and at the same time have increased or enhanced specific
functions. The overall process, involving steps such as fine chemical reactions,
production process control, etc., far exceeds traditional fine washing techniques.
Since the application of down has not changed in the past 100 years, the production
mode and equipment of down’s fine washing are over-standardized and have low
elasticity. However, the production process of functional down is complicated and
requires more precise time and measurement control than in the past. The limitations
of existing equipment, such as low elasticity and no traceability, severely limit the
development of new down application products.
At present, raw material processing equipment with human-machine interface has been
purchased in the Company’s down factories. By integrating the equipment operation
procedures and humanized design, the flexibility and good quality for on-site
production can be greatly improved. The automatic dosing equipment breaks through
the standard production procedure of the equipment, increases motion and control
points, and improves the flexibility of the equipment. The simplified and clear control
interface reduces the workload of on-site operators and reduces errors and waste of
human operation procedures. In the future, automatic recording and remote monitoring
functions will be added, and data such as equipment parameters and operation changes
of the overall production process will be automatically recorded and stored in the
Company’s database through the network system. It can provide relevant on-site
supervisor with reference and for monitoring, so that it can be traced back and
corrected timely.
In addition, the current functional agents are based on the fabric processing process
for concepts and design. Agents of the same function are used directly on the down,
and they have never been able to effectively achieve the required efficacy or durability.
In particular, the temperature conditions required by the relevant processes cannot be
applied to the production of down. It is a matter of urgency to get rid of the thinking
mode of fabric fibers, but to re-examine the physical and chemical properties of down
fibers, in order to develop effective chemical techniques. In addition to the
improvement of the safety of consumers and workers, it is necessary to change the
violent energy-intensive treatment methods in the past. At present, the self-developed
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low-temperature production technology is implemented to the functional down
products, and they are produced under mild conditions with special catalytic
technology. In the future, the Company will further cooperate with relevant chemical
agent manufacturers to develop functional agents that are more suitable for down. In
addition, due to changes in the global poultry farming industry and the meat market, it
is impossible to obtain sufficient high-quality down. The Company uses special mild
processing technology to effectively improve the quality of down, so that different
grades of down can be mutually substitutable, to make up for the shortage of raw
materials.
 Home textile
The Home Textiles Division closely monitors the changes in the home textile
manufacturing industry and related technological changes:
1).In the context of diverse production bases, trade operations have been adjusted
accordingly, such as changes in costs due to changes in trade methods and collection
methods, and differences in coping strategies brought by country policies and
different currencies. Changes in factors such as banking procedures and exchange
rate can be controlled through the rationalization and standardization of financial
operations. Therefore, the Home Textiles Division has strengthened the cultivation
and focus on the internationalization and diversification of international trade.
2).The development of science and technology has improved the efficiency and safety
of resource management and operation, and also intensified the professional
requirements of the operating personnel. In the increasingly fierce competition,
efficient resource integration is not only a guarantee for the Company's operation,
but also provides the most accurate data for the Company's asset structure.
Therefore, the establishment of the financial analysis system highlights its
important significance.
(6) Impacts of changes in corporate image on the corporate risk management, and the
response measure
The Company upholds the corporate values of "Innovative Breakthrough, Ethical,
Commitments and Collaboration," to face customers, suppliers and investors, strictly
abides by government laws and regulations, strengthens corporate governance, and
establishes a good corporate image. There is no corporate crisis caused by changes in
corporate image. The Company has received the external good evaluation as follows:
Year

Award/Evaluation

2018

Ranked in the top 20% bracket of the 4nd Corporate Governance Review.

2019

Ranked in the top 20% bracket of the 5rd Corporate Governance Review.

2020

Ranked in the top 5% bracket of the 6th Corporate Governance Review.

(7) Expected benefits and possible risk of engaging in merger and acquisition, and the
response measure: The Company has no such situation.
(8) Expected benefits and possible risk of factory expansion, and the response measure: The
Company has no significant plant expansion in 2019 and as of the printing date of the
annual report.
(9) Risks of purchase or sales concentration and response measures
1).Purchase concentration risk and response measures
In the past three years and the most recent period, any single supplier accounted for
less than 13% of the Company's net purchase, showing that suppliers are dispersed,
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and there should be no risk of purchase concentration. The Company will determine
the suppliers to be purchased from, based on suppliers' quality of supply, prices, market
conditions and customers' requirements. As the raw material market is very
competitive, there is no shortage of raw materials.
2).Sales concentration risk and response measures
In the past three years and the most recent period, any single customer accounted for
less than 14% of the Company's net sales, and there should be no risk of sales
concentration. With the rise of outdoor activities, the demand for outdoor activity
supplies and sportswear has gradually increased, and these products have extremely
strict requirements for the functionality they need. The Company has years' experience
and technology accumulation, receiving international high-quality certification and
multiple product patents, provides customers with the most complete service, deeply
trusted and recognized by customers, and maintains long-term stable cooperative
relations with customers. In addition, the Company is also actively developing other
overseas markets in order to diversify market risks. Overall, due to the characteristics
of the Company's products, hi-mix, low-volume and customization, the concentration
risk is still limited.
(10) Effects and risk of large-scale share transfer or changes in Directors, Supervisors, or
major shareholders with shareholding more than 10% on the Company, and the response
measure: The Company has no such situation.
(11) Effects and risks of changes in controlling rights on the Company, and the response
measure: The Company has no such situation.
(12) For litigation or non-litigation matters, it shall state the major litigation, non-litigation
or administrative litigation that has been determined or is still in litigation of the
Company and the Company's Directors, Supervisors, General Manager, substantial
responsible person, major shareholders holding more than 10% of the shares, and
subordinate companies. If the result may have material impacts on the shareholders'
equity or the price of the securities, the facts of the dispute, the amount of the subject
matter, the commencement date of the litigation, the parties involved in the proceedings,
and the handling as of the printing date of the annual report shall be disclosed: The
Company has no such situation.
(13) Other important risks and response measures: None.
7. Other important matters
(1) Assessment and analysis of information security risk and response measures
 Build the important information system in a professional IDC computer room in
accordance with the Uptime Institute TIER III level recommendations.
 Use firewall equipment to control the data transmission between the outside and the
internal network and regularly check related logs. Regularly conduct anti-virus checks
on internal information equipment and continue to update anti-virus codes and
operating system security.
 Access the Company’s information and system through SSLVPN and identity
verification mechanism.
 Use the backup system for local and remote off-site backup of data, and irregularly
conduct restore drills.
 Continuously optimize the information security protection mechanism to protect the
Company's important systems and data security.
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 Continuously understand the relevant GDPR regulations and cooperate with
professional consultants to ensure the information security system to be sound and
complete.
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VIII.

Special notes

1. Information about affiliated enterprises
(1) Consolidated business report of affiliated enterprises
1) Organization chart of affiliated enterprises (2019.12.31)
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2) Information on affiliated enterprises

Company name
Kwong Lung Meko
Co., Ltd.

Date: 2019/12/31
Unit: In thousands of TWD, USD, Japanese Yen, Polish zloty, and RMB
Establishm
Main business or
Address
Paid-in capital
ent date
production items
1989.07.15

Bo Hsing
Enterprise Co.,Ltd.

2007.11.12

Kwong Lung
MEKO (B.V.I)
LTD.

2017.03.10

Kwong Lung – O
MON Co., Ltd.

2010.6.17

Lot 28 ,Tranoc Industrial Zone
Cantho City,Vietnam
Lot No. A2,Hoa Phu Industrial
Zone, National Way 1A, Hoa Phu
Ward, Long Ho District, Vinh
Long ,Vietnam
Vistra Corporate Services Centre
Wickhams Cay II Road Town
Tortola VG1110
VIRGIN ISLANDS, BRITISH
Binh Hung, Phuoc Thoi Ward, O
mon distric Can Tho city, Vietnam

USD 6,500

Manufacture feather
products

USD 12,100

Manufacturing,
washing and dyeing
of garments and
knitwear

USD 5,000

Investment
activities

USD 2,000

Manufacturing,
processing and
operation of
garment products,
washing and dyeing
businesses

1997.06.17

Vistra Corporate Services Centre
Wickhams Cay II Road Town
Tortola VG1110
VIRGIN ISLANDS, BRITISH

Snowdown
Merchandise
(SuZhou) Co.,Ltd.

1993.12.29

NO. 2 SHENG XI
E.RD,KUNSHAN JIANGSU
PROVINCE ,CHINA

USD 20,000

Kunshan Fulong
Trade Co.,Ltd.

2016.11.16

Room 4, NO. 2 SHENG XI
E.RD,KUNSHAN JIANGSU
PROVINCE ,CHINA

RMB 5,000

Huai An Guang
Long He Yu Home
Textile Co.,Ltd.

2017.08.07

No. 28-2, Kunshan Road, Zhuba
Street, Hongze District, Huai'an
City, China

RMB 7,000

Kwong Lung Japan
Co, Ltd.

2005.01.21

6th FL,4-Chome,2-18,
Minamihonmachi, Chuoku,
Osaka, Japan 541-0054

Toptex Garment
Co., Ltd.

2009.02.01

Industrial Area Of Garment, No 4
Zone 2 Tanhiep Group, Bienhoa
City, Dong Nai Province, Vietnam

P&B Collection
Co., Ltd.

2015.07.23

16F, No.105, Sec 2, Dunhua S.
Rd., Daan Dist., Taipei City

NTD 260,000

Manumech
Corporation

2012.07.31

2F-2, No.268, Sec 2, Fuxing S.
Rd., Daan Dist., Taipei City

NTD 60,000

Kwong Lung
Feather (B.V.I.)
Ltd.
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USD 24,613

JPY 1,000,000

USD 7,115

Investment
activities
Production and
sales of down,
down products,
clothing and other
sewing products
Wholesale of
outdoor products,
household items,
clothing and
packaging materials
Production and
sales of home
textiles, garment
textiles and clothing
decoration
Sales of
down/feather
products
Production,
processing and
operation of
garments
Garment industry,
apparels
manufacturing,
wholesale of
furniture, bedding,
kitchen appliances
and furnishings
Wholesale business

Windsun Industry
Co., Ltd.

2015.06.24

Intime Tech
Co.,Ltd.

2016.07.19

Kwong Lung
Europe sp. z o.o.

2017.04.20

9F.-1, No. 47, Sec. 2, Chengde
Rd., Datong Dist., Taipei City
103, Taiwan
Room D,27,Floor A Block Bao"an
Nan Road,Guiyuan Street, LuohuDistrict Shenzhen
ul. Złota 59, pok.660, 00-120,
Warszawa, Polska (Poland)

NTD 10,000

Wholesale business

RMB 1,200

Wholesale business

PLN 864

Feathers trading
brokerage business

3) Names and shareholding of Directors, Supervisors, and General Managers of affiliates
Date: 2019/12/31
Company name

Title

Name or representative

Unit: share; %
Shareholding
Shares

Rate

Chairman
Director
Director
Legal person
representative
Chairman
Director
Director
Legal person
representative

Chen-Lai Shi-Guan
Chan Ho-Po
Lin Shang-Dian

0
0
0

0%
0%
0%

Chen-Lai Shi-Guan

0

0%

Chan Ho-Po
Zheng Qiu-Yue
You Jin-Hong

0
0
0

0%
0%
0%

Zheng Qiu-Yue

0

0%

Kwong Lung MEKO
(B.V.I) LTD.

Chairman

Chen-Lai Shi-Guan

0

0%

Kwong Lung – O
MON Co., Ltd.

Chairman
Director
Director
Supervisor
Legal person
representative

Yen Yi-Fan
Chen-Lai Shi-Guan
Lin Shang-Dian
Ma Tien-Li

0
0
0
0

0%
0%
0%
0%

Yen Yi-Fan

0

0%

24,612,920

100%

0
0
0
0

0%
0%
0%
0%

Wang Rui-Wen

0

0%

Gong Hou-Zhen
Liu Guo-Xing
Wang Rui-Wen
Ma Tien-Li

0
0
0
0

0%
0%
0%
0%

Gong Hou-Zhen

0

0%

Liu Guo-Xing
Wang Rui-Wen
Jin Qi-Yan
Ma Tien-Li
Su Zhang-Ren
Chan Ho-Po
Chan Fu-Ju
Lai Mao-Hong
Zheng Qiu-Yue

0
0
0
0
0
0
0
0
0

0%
0%
0%
0%
0%
0%
0%
0%
0%

Kwong Lung Meko
Co., Ltd.

Bo Hsing Enterprise
Co., Ltd.

Kwong Lung Feather
(B.V.I.) Ltd.
Snowdown
Merchandise
(SuZhou) Co.,Ltd.

Kunshan Fulong
Trade Co.,Ltd.

Huai An Guang Long
He Yu Home Textile
Co.,Ltd.
Kwong Lung Japan
Co., Ltd.
Toptex Garment Co.,

Chairman
Chairman
Director
Director
Supervisor
General
Manager
Chairman
Director
Director
Supervisor
General
Manager
Chairman
Director
Director
Supervisor
Chairman
Director
Director
Director
Chairman

Kwong Lung Enterprise Co., Ltd.
(Representative: Chan Ho-Po)
Gong Hou-Zhen
Su Zhang-Ren
Wang Rui-Wen
Li, Zong-Heng
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Ltd.

Director
Director
Supervisor
Legal person
representative
Chairman
Director

P&B Collection Co.,
Ltd.

Director
Supervisor
General
Manager
Chairman

Manumech
Corporation

Director
Director
Supervisor
General
Manager
Chairman
Director

Windsun Industry
Co., Ltd.

Director
supervisor

Intime Tech Co.,Ltd.
Kwong Lung Europe
sp. z o.o.

General
Manager
Legal
representative
Chairman
Director
Director

Yen Yi-Fan
You Jin-Hong
Ma Tien-Li

0
0
0

0%
0%
0%

Yen Yi-Fan

0

0%

26,000,000

100%

26,000,000

100%

26,000,000

100%

26,000,000

100%

0

0%

3,060,000

51%

2,060,000

51%

0
0

0%
0%

0

0%

1,000,000

100%

1,000,000

100%

1,000,000

100%

1,000,000

100%

Lai Mao-Hong

0

0%

Lai Mao-Hong

0

0%

Wen Yan-Shan
Su Zhang-Ren
Chen Yu-Xin

0
0
0

0%
0%
0%

Kwong Lung Enterprise Co., Ltd.
( Representative: Chan Fu-Ju)
Kwong Lung Enterprise Co., Ltd.
(representative: Su Zhang-Ren)
Kwong Lung Enterprise Co., Ltd.
(representative: Wang Rui-Wen)
Kwong Lung Enterprise Co., Ltd
.(representative: Li, Zong-Heng)
Chan Fu-Ju
Premium Co., Ltd.
(representative: Lai Mao-Hong)
Premium Co., Ltd.
(representative: Su Yue-Xin)
Zeng Jun-Qing
Ma Tien-Li
Lai Mao-Hong
Manumech Corporation
(representative: Lai Mao-Hong)
Manumech Corporation
(representative: Chan Fu-Ju)
Manumech Corporation
(representative: Zeng Jun-Qing)
Manumech Corporation
(representative: Ma Tien-Li)
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4) Operational overview of affiliated enterprises
Date: 2019.12.31, Unit: In thousands of New Taiwan Dollars (unit of surplus per share is TWD)
Current Earnings
Total
Total
Operating Operating
Company
Capital
Net value
profit
per
assets
liabilities
revenue
income
and loss
share
Kwong Lung Meko
198,399 1,378,586
322,767 1,055,819 2,755,731
103,494 105,213
NA
Co., Ltd.
Bo Hsing Enterprise
386,911 1,181,230
407,661
773,569 1,866,601
126,194 116,013
NA
Co., Ltd.
Kwong Lung MEKO
153,060
155,452
0
155,452
(71)
366
NA
(B.V.I) LTD.
Kwong Lung – O
64,036
55,615
12,674
42,941
126,075
3,898
4,403
NA
MON Co.,Ltd.
Kwong Lung Feather
691,210
791,442
0
791,442
(714) (24,175)
NA
(B.V.I.) Ltd.
Snowdown
Merchandise
600,875
965,265
210,489
754,776 1,695,721
(29,266) (20,163)
NA
(SuZhou) Co.,Ltd.
Kunshan Fulong
22,930
19,429
61
19,368
3,930
(1,384)
(1,354)
NA
Trade Co.,Ltd.
Huai An Guang Long
He Yu Home Textile
31,857
41,334
4,882
36,452
5,932
2,600
2,883
NA
Co.,Ltd.
Kwong Lung Japan
280,977
584,473
269,033
315,440 1,273,063
16,083
15,382
NA
Co., Ltd.
Toptex Garment Co.,
191,809
216,163
174,493
41,670
815,843
16,375
13,449
NA
Ltd.
P&B Collection Co.,
260,000
253,203
5,757
247,446
97,573
(27,455)
(7,544)
NA
Ltd.
Manumech
60,000
351,497
264,766
86,731
701,614
14,318
19,338
NA
Corporation
Windsun Industry
10,000
50,739
32,624
18,115
167,633
8,172
6,613
NA
Co., Ltd.
Intime Tech Co.,Ltd.
10,608
55,233
40,237
14,996
135,275
6,256
5,906
NA
Kwong Lung Europe
7,102
4,547
136
4,411
0
2,556
(1,824)
NA
sp. z o.o.
The exchange rate on December 31, 2019 was adopted for the asset and liability accounts: 1 USD converted to 29.98 TWD
1 RMB converted to 44.305 TWD
1 Japanese Yen converted to 0.2760 TWD
1 VND converted to 0.00129 TWD
1 Polish zloty converted to 7.9278 TWD
The average exchange rate in 2019 is adopted for the profit and loss accounts:
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1 USD converted to 30.912 TWD
1 RMB converted to 4.472 TWD
1 Japanese Yen converted to 0.2837 TWD
1 VND converted to 0.0013 TWD
1 Polish zloty converted to 8.0554 TWD

(2) Consolidated financial statements of affiliated enterprises
DECLARATION OF CONSOLIDATION OF FINANCIAL STATEMENTS OF AFFILIATES
The companies required to be included in the consolidated financial statements of affiliates in
accordance with the “Criteria Governing Preparation of Affiliation Reports, Consolidated Business
Reports and Consolidated Financial Statements of Affiliated Enterprises” for the year ended
December 31, 2019 are all the same as the companies required to be included in the consolidated
financial statements of parent and subsidiary companies as provided in International Financial
Reporting Standard No. 10 “Consolidated Financial Statements”. Relevant information that should
be disclosed in the consolidated financial statements of affiliates has all been disclosed in the
consolidated financial statements of parent and subsidiary companies. Hence, we do not prepare a
separate set of consolidated financial statements of affiliates.
Very truly yours,
Kwong Lung Enterprise Co., Ltd.
Chairman : Chan Ho-Po
March 27, 2020
(3) Report of the affiliated enterprise: N.A.
2. Private placement of securities in the most recent year and as of the printing date of the annual
report: None
3. The shares in the company held or disposed of by subsidiaries in the most recent year and as of the
printing date of the annual report: None
4. Other require supplementary information: None

IX. Matters that may affect shareholders' equity or
securities price in the most recent year and as of the
printing date of the annual report: None
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Attachment 1.
DECLARATION OF CONSOLIDATION OF FINANCIAL STATEMENTS OF AFFILIATES

The companies required to be included in the consolidated financial statements of affiliates in accordance
with the “Criteria Governing Preparation of Affiliation Reports, Consolidated Business Reports and
Consolidated Financial Statements of Affiliated Enterprises” for the year ended December 31, 2019 are all
the same as the companies required to be included in the consolidated financial statements of parent and
subsidiary companies as provided in International Financial Reporting Standard No. 10 “Consolidated
Financial Statements”. Relevant information that should be disclosed in the consolidated financial
statements of affiliates has all been disclosed in the consolidated financial statements of parent and
subsidiary companies. Hence, we do not prepare a separate set of consolidated financial statements of
affiliates.

Very truly yours,
KWONG LUNG ENTERPRISE CO., LTD.
By

March 27, 2020
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Kwong Lung Enterprise Co., Ltd.
Opinion
We have audited the accompanying consolidated financial statements of Kwong Lung Enterprise Co.,
Ltd. and its subsidiaries (collectively referred to as the “Group”), which comprise the consolidated
balance sheets as of December 31, 2019 and 2018, and the consolidated statements of comprehensive
income, changes in equity and cash flows for the years then ended, and the notes to the consolidated
financial statements, including a summary of significant accounting policies (collectively referred to
as the “consolidated financial statements”).
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of December 31, 2019 and 2018, and its
consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers, and International Financial Reporting Standards (IFRS), International Accounting Standards
(IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued into effect
by the Financial Supervisory Commission of the Republic of China.
Basis for Opinion
We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and auditing standards generally accepted in
the Republic of China. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance with The Norm of Professional Ethics for
Certified Public Accountant of the Republic of China, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements for the year ended December 31, 2019. These
matters were addressed in the context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
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Key audit matters for the Company’s consolidated financial statements for the year ended December
31, 2019 are stated as follows:
Income Occurrence
Refer to Note 4 (o) to the accompanying consolidated financial statements for disclosures regarding
the accounting policies and detailed information on income.
The Group’s revenue mainly comes from the production and sale of ready-made garments, down
materials and home textile products. Sales revenue is one of the evaluating criteria to measure the
operating performance of the Group’s segment, and the main significant risk of the Group is the
occurrence of sales revenue. Therefore, we identified occurrence of revenue as a key audit matter. In
response to this key audit matter, we performed the following audit procedures:
1.

We understood and evaluated the appropriateness of the accounting policies on revenue
recognition.

2.

We understood and evaluated the effectiveness of its internal control on revenue recognition to
confirm the occurrence of sales.

3.

We sample-tested sales transactions of the current year and checked the relevant internal and
external vouchers to support the facts of the shipment; we checked the sales target and the
recipient of the payment and the post-receipt collection for any major abnormalities; we checked
the general ledger of sales revenue for any significant debit amount; and we checked the sales
returns and allowances ledger for any significant sales return and discounts to confirm that sales
revenue transactions did occur.

Other Matter
We have also audited the parent company only financial statements of Kwong Lung Enterprise Co.,
Ltd. as of and for the years ended December 31, 2019 and 2018 on which we have issued an
unmodified opinion.
Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers, and International Financial Reporting Standards (IFRS), International Accounting
Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) endorsed and issued
into effect by the Financial Supervisory Commission of the Republic of China, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.
Those charged with governance, including supervisors, are responsible for overseeing the Group’s
financial reporting process.

147

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with the auditing standards generally
accepted in the Republic of China will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.
As part of an audit in accordance with the auditing standards generally accepted in the Republic of
China, we exercise professional judgment and maintain professional skepticism throughout the audit.
We also:
1.

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

2.

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

3.

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

4.

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

5.

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

6.

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.
148

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements for the year ended
December 31, 2019 and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.
The engagement partners on the audit resulting in this independent auditors’ report are Ching-fu
Chang and Meng-chieh Chiu.

Deloitte & Touche
Taipei, Taiwan
Republic of China
March 27, 2020

Notice to Readers
The accompanying consolidated financial statements are intended only to present the consolidated
financial position, financial performance and cash flows in accordance with accounting principles
and practices generally accepted in the Republic of China and not those of any other jurisdictions.
The standards, procedures and practices to audit such consolidated financial statements are those
generally applied in the Republic of China.
For the convenience of readers, the independent auditors’ report and the accompanying consolidated
financial statements have been translated into English from the original Chinese version prepared
and used in the Republic of China. If there is any conflict between the English version and the
original Chinese version or any difference in the interpretation of the two versions, the Chineselanguage independent auditors’ report and consolidated financial statements shall prevail.
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KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In Thousands of New Taiwan Dollars)

December 31, 2019
Amount
%

ASSETS
CURRENT ASSETS
Cash and cash equivalents (Note 6)
Financial assets at fair value through profit or loss - current (Note 7)
Financial assets at amortized cost - current (Notes 9 and 31)
Notes receivable (Note 10)
Trade receivables (Notes 10 and 30)
Other receivables (Note 10)
Other receivables from related parties (Note 30)
Inventories (Note 11)
Prepayments
Other current assets

$

794,215
2,034
3,002
132,444
915,574
123,443
2,618,775
138,944
89,469

12
2
13
2
37
2
1

64

4,817,900

69

367,840
60,000
199,656
1,505,271
164,493
197,708
64,867
49,754
98,221

5
1
3
20
2
2
1
1
1

100,700
60,000
156,970
1,573,527
96,680
66,081
50,088
79,455
29,924

2
1
2
22
1
1
1
1
-

2,707,810

36

2,213,425

31

$ 7,571,078

100

$ 7,031,325

100

Total current assets
NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income - non-current (Note 8)
Financial assets at amortized cost - non-current (Notes 9 and 30)
Investments accounted for using the equity method (Note 13)
Property, plant and equipment (Notes 14, 30 and 31)
Right-of-use assets (Notes 15 and 30)
Investment properties, net (Note 16)
Other intangible assets (Note 17)
Deferred tax assets (Note 24)
Long-term prepayments for leases
Other non-current assets
Total non-current assets
TOTAL

December 31, 2018
Amount
%

881,256
1,772
158,530
204,405
776,821
130,228
120,000
2,373,358
117,747
99,151

12
2
3
10
2
2
31
1
1

4,863,268

$

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term borrowings (Note 18)
Short-term bills payable (Note 18)
Financial liabilities at fair value through profit or loss - current (Note 7)
Notes payable
Trade payables
Other payables (Notes 20 and 30)
Current tax liabilities (Note 24)
Lease liabilities - current (Note 15)
Current portion of long-term liabilities (Notes 18, 19 and 31)
Other current liabilities

$

380,855
10,289
5,267
782,705
469,308
59,474
790,871
44,072

5
11
7
1
11
1

18

2,542,841

36

863,931
138,204
53,200
31,454
3,988

11
2
1
1
-

214,720
129,400
42,409
1,999

3
2
1
-

Total non-current liabilities

1,090,777

15

388,528

6

Total liabilities

2,478,710

33

2,931,369

42

1,303,075
182,000
1,485,075
2,311,774

17
3
20
30

1,103,540
182,000
1,285,540
1,687,841

16
2
18
24

435,765
88,634
741,128
1,265,527

6
1
10
17

373,931
80,889
707,906
1,162,726

5
1
10
16

Total current liabilities
NON-CURRENT LIABILITIES
Bonds payable (Note 19)
Long-term borrowings (Notes 18 and 31)
Deferred tax liabilities (Note 24)
Lease liabilities - non-current (Note 15)
Net defined benefit liabilities - non-current (Note 21)
Other non-current liabilities

EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Notes 22 and 26)
Share capital
Ordinary shares
Preference shares
Total share capital
Capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity interests
Exchange differences on translating the financial statements of foreign operations
Unrealized gain on financial assets at fair value through other comprehensive income
Total other equity interests

327,286
30,000
2,980
7,533
540,132
351,642
60,277
33,443
860
33,780

4
7
5
1
1

1,387,933

(118,966)
88,599
(30,367)

Total equity attributable to owners of the Company
NON-CONTROLLING INTERESTS
Total equity
TOTAL

The accompanying notes are an integral part of the consolidated financial statements.
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(2)
1
(1)

$

(106,120)
17,486
(88,634)

(1)
(1)

5,032,009

66

4,047,473

57

60,359

1

52,483

1

5,092,368

67

4,099,956

58

$ 7,571,078

100

$ 7,031,325

100

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

For the Years Ended December 31
2019
2018
Amount
%
Amount
OPERATING REVENUE (Note 30)
Sales revenue

$ 10,593,869

OPERATING COSTS (Notes 11, 23 and 30)
Cost of goods sold
GROSS PROFIT
OPERATING EXPENSES (Notes 23 and 30)
Selling and marketing expenses
General and administrative expenses
Research and development expenses
Gains on reversal of expected credit loss

100

$ 10,154,312

%

100

(9,155,452)

(86)

(8,802,102)

(87)

1,438,417

14

1,352,210

13

(501,733)
(289,237)
(51,919)
-

(5)
(3)
-

(637,533)
(286,291)
(79,945)
997

(6)
(3)
(1)
-

(842,889)

(8)

(1,002,772)

(10)

PROFIT FROM OPERATIONS

595,528

6

349,438

3

NON-OPERATING INCOME AND EXPENSES
(Notes 23 and 30)
Other income
Other gains and losses
Finance costs
Share of profit of associates and joint ventures

21,687
15,155
(28,281)
6,513

-

17,812
390,163
(38,410)
8,937

4
-

15,074

-

378,502

4

610,602

6

727,940

7

(112,125)

(1)

(96,308)

(1)

498,477

5

Total operating expenses

Total non-operating income and expenses
PROFIT BEFORE INCOME TAX FROM
CONTINUING OPERATIONS
INCOME TAX EXPENSE (Note 24)
NET PROFIT FOR THE YEAR
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631,632
6
(Continued)

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

For the Years Ended December 31
2019
2018
Amount
%
Amount
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurement of defined benefit plans
Unrealized gain (loss) on investments in equity
instruments at fair value through other
comprehensive income
Share of the other comprehensive income of
associates and joint ventures accounted for
using the equity method
Income tax relating to items that will not be
reclassified subsequently to loss or profit

$

2,893

-

-

(45,593)

-

12,227

-

2,021

-

(567)
74,778

-

(191)
(40,870)

-

(13,736)
(13,736)

-

35,482
35,482

-

61,042

-

(5,388)

-

$

559,519

5

$

626,244

6

$

487,589
10,888

5
-

$

618,337
13,295

6
-

$

498,477

5

$

631,632

6

$

549,521
9,998

5
-

$

613,294
12,950

6
-

$

559,519

5

$

626,244

6

Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating the financial
statements of foreign operations

Other comprehensive gain (loss) for the year,
net of income tax
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR
NET PROFIT ATTRIBUTABLE TO:
Owners of the Company
Non-controlling interests

TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO:
Owners of the Company
Non-controlling interests

EARNINGS PER SHARE (Note 25)
From continuing operations
Basic
Diluted

2,834

-

60,284

$4.10
$3.76

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

%

$5.74
$4.95

(Concluded)

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars)

Equity Attributable to Owners of the Parent Company

Capital Surplus
Share Capital
Preference
Shares

Ordinary
Shares
BALANCE AT JANUARY 1, 2018
Effect of retrospective application
BALANCE AT JANUARY 1, 2018 AS
RESTATED

$ 1,090,130

$

Additional
Paid-in Capital

Subtotal

$

923,606

Additional
Paid-in Capital
- Bond
Conversion
$

-

Treasury Share
Transactions
$

29,284

Employee Share
Options

-

$ 1,090,130

$

54,557

-

-

-

-

-

-

-

Convertible
Bonds Share
Options
$

34,657

Retained Earnings
Expired Share
Options
$

Subtotal

Legal Reserve
$

373,931

Special Reserve
$

-

1,493

$ 1,043,597

-

-

-

-

-

-

386,167

1,090,130

-

1,090,130

923,606

-

29,284

54,557

34,657

1,493

1,043,597

373,931

-

Appropriation of 2017 earnings
Special reserve
Cash dividends distributed by the Company

-

-

-

-

-

-

-

-

-

-

-

80,889
-

Cash dividends from capital surplus

-

-

-

-

-

-

-

-

-

-

Net profit for the year ended December 31, 2018

-

-

-

-

-

-

-

-

-

-

-

Other comprehensive income (loss) for the year
ended December 31, 2018, net of income tax

-

-

-

-

-

-

-

-

-

-

Total comprehensive income (loss) for the year
ended December 31, 2018

-

-

-

-

-

-

-

-

-

Issuance of preference shares

-

182,000

182,000

728,000

-

-

-

-

-

13,410

-

13,410

34,996

-

-

-

54

-

-

-

-

-

-

-

-

-

1,103,540

182,000

1,285,540

1,577,397

-

29,284

44,956

34,657

-

-

-

-

-

-

-

Issuance of ordinary shares under employee share
options
Non-controlling interests
BALANCE AT DECEMBER 31, 2018
Appropriation of 2018 earnings
Legal reserve
Special reserve
Cash dividends distributed by the Company
Preference share dividends distributed by the
Company

(109,205 )

(9,601 )

Unappropriated
Earnings
$

386,167

Exchange
Differences on
Translating the
Financial
Statements of
Foreign
Operations
$

(141,947 )

Other Equity Interests
Unrealized Gain
(Loss) on
Financial Assets
Unrealized Gain
at Fair Value
(Loss) on
Through Other
Available-forComprehensive
sale Financial
Income
Assets
$

-

-

$

61,058

(61,058 )

$ 2,812,936

$

Total Equity

44,100

$ 2,857,036

-

-

-

2,812,936

44,100

2,857,036

61,058

-

-

-

-

(218,411 )

-

(218,411 )

-

-

-

-

(109,205 )

-

(109,205 )

-

618,337

-

-

-

618,337

-

-

2,702

35,827

(43,572 )

-

-

-

-

621,039

35,827

(43,572 )

-

613,294

12,950

626,244

728,000

-

-

-

-

-

-

910,000

-

910,000

25,449

-

-

-

-

-

-

38,859

-

38,859

-

-

-

-

-

-

-

-

1,547

1,687,841

373,931

80,889

707,906

17,486

-

4,047,473

-

-

-

61,834
-

7,745
-

(61,834 )
(7,745 )
(386,957 )

-

-

-

(1,496 )

-

-

-

-

-

-

487,589

(109,205 )

(141,947 )

61,058

Non-controlling
Interests

Total

(80,889 )
(218,411 )

(106,120 )

13,295

(5,043 )

(345 )

(4,567 )
52,483

(386,957 )

-

(4,567 )
4,099,956

(386,957 )

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

487,589

Other comprehensive income (loss) for the year
ended December 31, 2019, net of income tax

-

-

-

-

-

-

-

-

-

-

-

-

2,267

(12,846 )

72,511

-

61,932

Total comprehensive income (loss) for the year
ended December 31, 2019

-

-

-

-

-

-

-

-

-

-

-

-

489,856

(12,846 )

72,511

-

549,521

9,998

-

30

30

-

-

-

-

-

-

30

-

30

-

605,774

-

-

-

-

-

-

797,832

-

797,832

-

-

-

-

-

1,398

-

-

-

-

-

-

8,760

18,129

-

-

-

-

-

25,606

-

25,606

Convertible bonds converted to ordinary shares
Disposal of investments in equity instruments
designated as at fair value through other
comprehensive income
Issuance of ordinary shares under employee share
options
Non-controlling interests
BALANCE AT DECEMBER 31, 2019

-

-

-

-

-

-

-

192,058

-

192,058

-

640,431

-

-

-

-

-

-

-

-

-

7,477

-

7,477

22,048

-

-

$ 1,303,075

$

-

-

-

182,000

$ 1,485,075

$ 1,599,445

$

640,431

(12,679 )

$

29,284

(34,657 )

$

32,277

$

-

$

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

-

10,337

$ 2,311,774

$

435,765

$

88,634

$

741,128

(1,398 )

-

$

(118,966 )

$

88,599

$

-

-

-

$ 5,032,009

-

(5,388 )

Net profit for the year ended December 31, 2019

Expiration of convertible bonds

(1,496 )

631,632

10,888

(890 )

(2,122 )
$

60,359

(1,496 )
498,477

61,042

559,519

(2,122 )
$ 5,092,368

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Years Ended
December 31
2019
2018
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation expenses
Amortization expenses
Expected credit loss reversed on trade receivables
Net loss on fair value changes of financial assets and liabilities
designated as at fair value through profit or loss
Finance costs
Interest income
Dividend income
Gain on disposal of investments
Write-downs of inventories
Compensation costs of employee share options
Share of profit of associates and joint ventures
Loss (gain) on disposal of property, plant and equipment
Net (gain) loss on foreign currency exchange
Other gains
Changes in operating assets and liabilities
Financial assets mandatorily measured at fair value through profit or
loss
Notes receivable
Trade receivables
Other receivables
Inventories
Prepayments
Other current assets
Financial liabilities held for trading
Notes payable
Trade payables
Other payables
Other current liabilities
Net defined benefit liabilities
Cash generated from operations
Interest received
Interest paid
Income tax paid
Net cash generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of financial assets at fair value through other comprehensive
income
Purchase of financial assets at amortized cost
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$

610,602

$

727,940

194,017
13,349
-

136,408
11,469
(997)

1,208
28,281
(11,095)
(10,592)
25,221
5,647
(6,513)
1,697
(3,716)
(28)

8,255
38,410
(7,042)
(10,770)
(10,487)
9,774
5,298
(8,937)
(30,401)
5,636
-

2,034
(71,961)
135,636
(8,310)
219,030
21,197
(13,525)
(10,289)
2,266
(239,881)
(106,084)
(10,292)
(8,121)
759,778
11,095
(19,493)
(102,751)

1,594
(19,837)
18,412
139,020
(375,727)
(90,791)
(7,325)
(78)
2,200
(13,365)
77,907
(5,484)
(2,427)
598,655
7,042
(25,714)
(61,862)

648,629

518,121

(206,856)
(155,528)

(10,000)
(Continued)

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Years Ended
December 31
2019
2018
Proceeds from disposal of financial assets at amortized cost
Acquisition of investment accounted for using the equity method
Net cash inflow on acquisition of subsidiaries (Note 27)
Net cash inflow on disposal of subsidiaries
Payments for property, plant and equipment
Proceeds from disposal of property, plant and equipment
Increase in other receivables - related parties
Decrease in other receivables - related parties
Payments for intangible assets
Payments for investment properties
Increase in other non-current assets
Dividends received

$

Net cash (used in) generated from investing activities

(22,470)
(139,795)
4,202
(120,000)
(12,137)
(102,824)
(32,034)
10,592

$

(776,850)

CASH FLOWS FROM FINANCING ACTIVITIES
Repayments of short-term borrowings
Proceeds from short-term bills payables
Repayments of bond payables
Proceeds from long-term borrowings
Repayments of long-term borrowings
Repayment of the principal portion of lease liabilities
Increase in other non-current liabilities
Cash dividends paid
Proceeds from issuing preference shares
Proceeds from share options exercised
Cash dividends paid by subsidiary
Changes in non-controlling interests

113,165

(47,880)
30,000
(700)
1,550,000
(900,914)
(40,196)
1,989
(388,453)
19,959
(2,536)
414

Net cash generated from (used in) financing activities

69,401
16,202
36
(264,601)
217,854
90,000
(8,609)
(7,888)
10,770

(248,273)
950,000
(1,675,760)
109
(327,616)
910,000
33,561
(4,851)
(103)

221,683

(362,933)

EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH AND CASH EQUIVALENTS HELD IN FOREIGN
CURRENCIES

(6,421)

16,154

NET INCREASE IN CASH

87,041

284,507

794,215

509,708

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

$

881,256

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

794,215

(Concluded)

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION
Kwong Lung Enterprise Co., Ltd. (the “Company”) was incorporated in February 1966 under the Company
Law and related regulations of the Republic of China (ROC). The Company mainly manufactures and sells
various feather products including apparel, down and bedding.
The Company’s shares have been traded on the Taipei Exchange (formerly known as Taiwan GreTai
Securities Market) since April 1999.
The consolidated financial statements of the Company and its subsidiaries (collectively referred to as “the
Group”) are presented in the Company’s functional currency, New Taiwan dollar.

2. APPROVAL OF FINANCIAL STATEMENTS
The consolidated financial statements were approved by the Company’s board of directors on March 27,
2020.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS
a. Initial application of the amendments to the Regulations Governing the Preparation of Financial Reports
by Securities Issuers and the International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) (collectively,
the “IFRSs”) endorsed and issued into effect by the Financial Supervisory Commission (FSC)
Except for the following, the initial application of the amendments to the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and the IFRSs endorsed and issued into effect by
the FSC did not have any material impact on the Group’s accounting policies:
 IFRS 16 “Leases”
IFRS 16 provides a comprehensive model for the identification of lease arrangements and their
treatment in the financial statements of both lessee and lessor. It supersedes IAS 17 “Leases”, IFRIC
4 “Determining whether an Arrangement contains a Lease”, and a number of related interpretations.
Refer to Note 4 for information relating to the relevant accounting policies.
The Group as lessee
The Group recognizes right-of-use assets, and lease liabilities for all leases on the consolidated
balance sheets except for those whose payments under low-value asset and short-term leases are
recognized as expenses on a straight-line basis. On the consolidated statements of comprehensive
income, the Group presents the depreciation expense charged on right-of-use assets separately from
the interest expense accrued on lease liabilities; interest is computed using the effective interest
method. On the consolidated statements of cash flows, cash payments for the principal portion of
lease liabilities are classified within financing activities; cash payments for the interest portion are
classified within operating activities. Prior to the application of IFRS 16, payments under operating
lease contracts, were recognized as expenses on a straight-line basis. Cash flows for operating leases
were classified within operating activities on the consolidated statements of cash flows.
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The Group elects to apply IFRS 16 retrospectively with the cumulative effect of the initial application
of this standard recognized in retained earnings on January 1, 2019. Comparative information is not
restated.
Lease liabilities were recognized on January 1, 2019 for leases previously classified as operating
leases under IAS 17. Lease liabilities were measured at the present value of the remaining lease
payments, discounted using the lessee’s incremental borrowing rate on January 1, 2019. Right-of-use
assets are measured at an amount equal to the lease liabilities. The Group applies IAS 36 to all rightof-use assets.
The Group also applies the following practical expedients:
1) The Group applies a single discount rate to a portfolio of leases with reasonably similar
characteristics to measure lease liabilities.
2) The Group accounts for those leases for which the lease term ends on or before December 31,
2019 as short-term leases.
3) The Group excludes initial direct costs from the measurement of right-of-use assets on January 1,
2019.
4) The Group uses hindsight, such as in determining lease terms, to measure lease liabilities.
For leases previously classified as finance leases under IAS 17, the carrying amounts of right-of-use
assets and lease liabilities on January 1, 2019 are determined as at the carrying amounts of the
respective leased assets and finance lease payables on December 31, 2018.
The lessee’s weighted average incremental borrowing rate applied to lease liabilities recognized on
January 1, 2019 is 1.22%. The difference between the (i) lease liabilities recognized and (ii) operating
lease commitments disclosed under IAS 17 on December 31, 2018 is explained as follows:
The future minimum lease payments of non-cancellable operating lease
commitments on December 31, 2018
Less: Recognition exemption for short-term leases of low-value assets
Less: Recognition exemption for leases of low-value assets

$

97,724
(9,931)
(2,866)

Undiscounted amounts on January 1, 2019

$

84,927

Discounted amounts using the incremental borrowing rate on January 1, 2019
Add: Adjustments relating to changes in the index or rate affecting variable
payments

$

83,330

Lease liabilities recognized on January 1, 2019

$ 124,443

41,113

The Group as lessor
Except for sublease transactions, the Group does not make any adjustments for leases in which it is a
lessor, and it accounts for those leases with the application of IFRS 16 starting from January 1, 2019.
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The impact on assets, liabilities and equity as of January 1, 2019 from the initial application of IFRS
16 is set out as follows:

As Originally
Stated on
January 1, 2019
Right-of-use assets
Other assets
Prepayments for leases
Long-term prepayments for leases

$

-

Adjustments
Arising from
Initial
Application

Restated on
January 1, 2019

$ 207,741

$ 207,741

3,843
79,455

(3,843)
(79,455)

-

Total effect on assets
$
2
0
7
,
7
4
1

$

83,298

$ 124,443

$ 207,741

Lease liabilities - current
Lease liabilities - non-current

$

-

$

$

Total effect on liabilities

$

-

$ 124,443

$ 124,443

Total effect on equity

$

-

$

$

39,799
84,644

-

39,799
84,644

-

b. The IFRSs endorsed by the FSC for application starting from 2020
Effective Date
Announced by IASB

New IFRSs

Amendments to IFRS 3 “Definition of a Business”
January 1, 2020 (Note 1)
Amendments to IFRS 9, IAS 39 and IFRS 7 “Interest Rate Benchmark January 1, 2020 (Note 2)
Reform”
Amendments to IAS 1 and IAS 8 “Definition of Material”
January 1, 2020 (Note 3)
Note 1: The Group shall apply these amendments to business combinations for which the acquisition
date is on or after the beginning of the first annual reporting period beginning on or after January
1, 2020 and to asset acquisitions that occur on or after the beginning of that period.
Note 2: The Group shall apply these amendments retrospectively for annual reporting periods beginning
on or after January 1, 2020.
Note 3: The Group shall apply these amendments prospectively for annual reporting periods beginning
on or after January 1, 2020.
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 interpretations will have on the
Group’s financial position and financial performance and will disclose the relevant impact when the
assessment is completed.
158

c. New IFRSs in issue but not yet endorsed and issued into effect by the FSC
Effective Date
Announced by IASB (Note)

New IFRSs

Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets
To be determined by IASB
between an Investor and its Associate or Joint Venture”
IFRS 17 “Insurance Contracts”
January 1, 2021
Amendments to IAS 1 “Classification of Liabilities as Current or Non- January 1, 2022
current”
Note:

Unless stated otherwise, the above New IFRSs are effective for annual reporting periods
beginning on or after their respective effective dates.

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 interpretations will have on the
Group’s financial position and financial performance and will disclose the relevant impact when the
assessment is completed.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Statement of compliance
The consolidated financial statements have been prepared in accordance with the Regulations Governing
the Preparation of Financial Reports by Securities Issuers, and IFRSs as endorsed and issued into effect
by the FSC.
b. Basis of preparation
The consolidated financial statements have been prepared on the historical cost basis except for financial
instruments which are measured at fair value, and net defined benefit liabilities which are measured at
the present value of the defined benefit obligation less the fair value of plan assets
The fair value measurements, which are grouped into Levels 1 to 3 based on the degree to which the fair
value measurement inputs are observable and based on the significance of the inputs to the fair value
measurement in its entirety, are described as follows:
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 included within Level 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. Classification of current and non-current assets and liabilities
Current assets include:
1) Assets held primarily for the purpose of trading;
2) Assets expected to be realized within twelve months after the reporting period; and
3) Cash and cash equivalents unless the asset is restricted from being exchanged or used to settle a
liability for at least 12 months after the reporting period.
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Current liabilities include:
1) Liabilities held primarily for the purpose of trading;
2) Liabilities due to be settled within 12 months after the reporting period; and
3) Liabilities for which the Group does not have an unconditional right to defer settlement for at least
12 months after the reporting period.
Assets and liabilities that are not classified as current are classified as non-current.
d. Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and the
entities controlled by the Company (i.e., its subsidiaries). Income and expenses of subsidiaries acquired
or disposed of during the period are included in the consolidated statement of profit or loss and other
comprehensive income from the effective date of acquisition up to the effective date of disposal, as
appropriate.
When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by the Company. All intra-group transactions, balances, income and
expenses are eliminated in full upon consolidation. Total comprehensive income of subsidiaries is
attributed to the owners of the Company and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.
Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s
interests and the non-controlling interests are adjusted to reflect the changes in their relative interests in
the subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is recognized directly in equity and attributed to
the owners of the Company.
See Note 12 and Table 7 for the detailed information of subsidiaries (including the percentage of
ownership and main business).
e. Business combinations
Acquisitions of businesses are accounted for using the acquisition method. Acquisition-related costs are
generally recognized in profit or loss as they are incurred.
Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any noncontrolling interests in the acquiree, and the fair value of the acquirer’s previously held equity interests
in the acquiree over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilities assumed. If, after re-assessment, the net of the acquisition date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the consideration transferred, the amount of any noncontrolling interests in the acquiree, and the fair value of the acquirer’s previously held interests in the
acquiree, the excess is recognized immediately in profit or loss as a bargain purchase gain.
Non-controlling interests that are present ownership interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of liquidation may be initially measured either at the noncontrolling interests’ proportionate share of the recognized amounts of the acquiree’s identifiable net
assets. Other types of non-controlling interests are measured at fair value.
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f. Foreign currencies
In preparing the financial statements of each individual group entity, transactions in currencies other than
the entity’s functional currency (i.e., foreign currencies) are recognized at the rates of exchange prevailing
at the dates of the transactions.
At the end of each reporting period, monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Exchange differences on monetary items arising from settlement or
translation are recognized in profit or loss in the period in which they arise.
Non-monetary items measured at fair value that are denominated in foreign currencies are retranslated at
the rates prevailing at the date when the fair value was determined. Exchange differences arising on the
retranslation of non-monetary items are included in profit or loss for the period except for exchange
differences arising from the retranslation of non-monetary items in respect of which gains and losses are
recognized directly in other comprehensive income, in which case, the exchange differences are also
recognized directly in other comprehensive income.
Non-monetary items that are measured at historical cost in a foreign currency are not retranslated.
For the purpose of presenting consolidated financial statements, the functional currencies of the Company
and the group entities (including subsidiaries, associates, joint ventures and branches in other countries
that use currency different from the currency of the Company) are translated into the presentation
currency - New Taiwan dollars as follows: Assets and liabilities are translated at the exchange rates
prevailing at the end of the reporting period; income and expense items are translated at the average
exchange rates for the period. The resulting currency translation differences are recognized in other
comprehensive income.
On the disposal of a foreign operation (i.e., a disposal of the Company’s entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary that includes a foreign operation, or a
partial disposal of an interest in a joint arrangement or an associate that includes a foreign operation of
which the retained interest becomes a financial asset), all of the exchange differences accumulated in
equity in respect of that operation attributable to the owners of the Company are reclassified to profit or
loss.
g. Inventories
Inventories consist of raw materials, supplies, finished goods, work-in-process and merchandise and are
stated at the lower of cost or net realizable value. Inventory write-downs are made by item, except where
it may be appropriate to group similar or related items. Net realizable value is the estimated selling price
of inventories less all estimated costs of completion and costs necessary to make the sale. Inventories are
recorded at weighted-average cost on the balance sheet date.
h. Investments in associates and joint ventures
An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor an interest in a joint venture.
The Group uses the equity method to account for its investments in associates.
Under the equity method, investments in an associate are initially recognized at cost and adjusted
thereafter to recognize the Group’s share of the profit or loss and other comprehensive income of the
associate. The Group also recognizes the changes in the Group’s share of equity of associates attributable
to the Group.
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Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets
and liabilities of an associate at the date of acquisition is recognized as goodwill, which is included within
the carrying amount of the investment and is not amortized. Any excess of the Group’s share of the net
fair value of the identifiable assets and liabilities over the cost of acquisition, after reassessment, is
recognized immediately in profit or loss.
When the Group subscribes for additional new shares of the associate at a percentage different from its
existing ownership percentage, the resulting carrying amount of the investment differs from the amount
of the Group’s proportionate interest in the associate. The Group records such a difference as an
adjustment to investments with the corresponding amount charged or credited to capital surplus - changes
in the Group’s share of equity of associates. If the Group’s ownership interest is reduced due to the
additional subscription of the new shares of associate, the proportionate amount of the gains or losses
previously recognized in other comprehensive income in relation to that associate is reclassified to profit
or loss on the same basis as would be required if the investee had directly disposed of the related assets
or liabilities. When the adjustment should be debited to capital surplus, but the capital surplus recognized
from investments accounted for by the equity method is insufficient, the shortage is debited to retained
earnings.
When the Group’s share of losses of an associate equals or exceeds its interest in that associate (which
includes any carrying amount of the investment accounted for by the equity method and long-term
interests that, in substance, form part of the Group’s net investment in the associate), the Group
discontinues recognizing its share of further losses. Additional losses and liabilities are recognized only
to the extent that the Group has incurred legal obligations, or constructive obligations, or made payments
on behalf of that associate.
The entire carrying amount of the investment (including goodwill) is tested for impairment as a single
asset by comparing its recoverable amount with its carrying amount. Any impairment loss recognized is
deducted from the carrying amount of the investment. Any reversal of that impairment loss is recognized
to the extent that the recoverable amount of the investment subsequently increases.
The Group discontinues the use of the equity method from the date on which its investment ceases to be
an associate and. Any retained investment is measured at fair value at that date and the fair value is
regarded as its fair value on initial recognition as a financial asset. The difference between the previous
carrying amount of the associate attributable to the retained interest and its fair value is included in the
determination of the gain or loss on disposal of the associate. The Group accounts for all amounts
previously recognized in other comprehensive income in relation to that associate on the same basis as
would be required if that associate had directly disposed of the related assets or liabilities. If an investment
in an associate becomes an investment in a joint venture or an investment in a joint venture becomes an
investment in an associate, the Group continues to apply the equity method and does not remeasure the
retained interest.
When the Group transacts with its associate, profits and losses resulting from the transactions with the
associate venture are recognized in the Group’ consolidated financial statements only to the extent of
interests in the associate of entities that are not related to the Group.
i.

Property, plant and equipment
Property, plant and equipment are stated at cost less recognized accumulated depreciation and
accumulated impairment loss.
Property, plant and equipment in the course of construction are measured at cost, less any recognized
impairment loss. Cost includes professional fees and borrowing costs eligible for capitalization. Such
assets are depreciated and classified to the appropriate categories of property, plant and equipment when
completed and ready for intended use.
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Except for freehold land which is not depreciated, the depreciation of property, plant and equipment is
recognized using the straight-line method. Each significant part is depreciated separately. For assets
which were held under finance leases before January 1, 2019, if their respective lease terms are shorter
than their useful lives, such assets are depreciated over their lease terms. The estimated useful lives,
residual values and depreciation methods are reviewed at the end of each reporting period, with the effects
of any changes in the estimates accounted for on a prospective basis.
On derecognition of an item of property, plant and equipment, the difference between the sales proceeds
and the carrying amount of the asset is recognized in profit or loss.
j.

Investment properties
Investment properties are properties held to earn rentals and/or for capital appreciation. Investment
properties also include land held for a currently undetermined future use.
Investment properties are initially measured at cost, including transaction costs. Subsequent to initial
recognition, investment properties are measured at cost less accumulated depreciation. Depreciation is
recognized using the straight-line method.
On derecognition of an investment property, the difference between the net disposal proceeds and the
carrying amount of the asset is included in profit or loss.

k. Goodwill
Goodwill arising from the acquisition of a business is measured at cost as established at the date of
acquisition of the business less accumulated impairment loss.
For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-generating units
or groups of cash-generating units (referred to as “cash-generating units”) that is expected to benefit from
the synergies of the combination.
A cash-generating unit to which goodwill has been allocated is tested for impairment annually or more
frequently when there is an indication that the unit may be impaired, by comparing its carrying amount,
including the attributed goodwill, with its recoverable amount. However, if the goodwill allocated to a
cash-generating unit was acquired in a business combination during the current annual period, that unit
shall be tested for impairment before the end of the current annual period. If the recoverable amount of
the cash-generating unit is less than its carrying amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit and then pro rata to the other assets of the unit
based on the carrying amount of each asset in the unit. Any impairment loss is recognized directly in
profit or loss. Any impairment loss recognized for goodwill is not reversed in subsequent periods.
If goodwill has been allocated to a cash-generating unit and the entity disposes of an operation within that
unit, the goodwill associated with the operation which is disposed of is included in the carrying amount
of the operation when determining the gain or loss on disposal and is measured on the basis of the relative
values of the operation disposed of and the portion of the cash-generating unit retained.
l.

Intangible assets
1) Intangible assets acquired separately
Intangible assets with finite useful lives that are acquired separately are initially measured at cost and
subsequently measured at cost less accumulated amortization. Amortization is recognized on a
straight-line basis. The estimated useful life, residual value, and amortization method are reviewed at
the end of each reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.
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2) Derecognition of intangible assets
On derecognition of an intangible asset, the difference between the net disposal proceeds and the
carrying amount of the asset is recognized in profit or loss.
m. Impairment of tangible and intangible assets other than goodwill and assets related to contract costs
At the end of each reporting period, the Group reviews the carrying amounts of its tangible and intangible
assets, excluding goodwill, to determine whether there is any indication that those assets have suffered
any impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to
which the asset belongs. Corporate assets are allocated to the smallest group of cash-generating units on
a reasonable and consistent basis of allocation.
Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually and whenever there is an indication that the assets may be impaired.
The recoverable amount is the higher of fair value less costs to sell and value in use. If the recoverable
amount of an asset or cash-generating unit is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its recoverable amount, with the resulting
impairment loss recognized in profit or loss.
Before the Group recognizes an impairment loss from assets related to contract costs, any impairment
loss on inventories, property, plant and equipment and intangible assets related to the contract applicable
under IFRS 15 shall be recognized in accordance with applicable standards. Then, impairment loss from
the assets related to the contract costs is recognized to the extent that the carrying amount of the assets
exceeds the remaining amount of consideration that the Group expects to receive in exchange for related
goods or services less the costs which relate directly to providing those goods or services and which have
not been recognized as expenses. The assets related to the contract costs are then included in the carrying
amount of the cash-generating unit to which they belong for the purpose of evaluating impairment of that
cash-generating unit.
When an impairment loss is subsequently reversed, the carrying amount of the corresponding asset, cashgenerating unit or assets related to contract costs is increased to the revised estimate of its recoverable
amount, but only to the extent of the carrying amount that would have been determined had no impairment
loss been recognized for the asset, cash-generating unit or assets related to contract costs in prior years.
A reversal of an impairment loss is recognized in profit or loss.
n. Financial instruments
Financial assets and financial liabilities are recognized when the Group becomes a party to the contractual
provisions of the instruments.
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issuance of financial assets and financial liabilities (other than
financial assets and financial liabilities at FVTPL) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial liabilities at FVTPL are recognized
immediately in profit or loss.
1) Financial assets
All regular way purchases or sales of financial assets are recognized and derecognized on a trade date
basis.
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a) Measurement categories
Financial assets are classified into the following categories: Financial assets at FVTPL, financial
assets at amortized cost and equity instruments at FVTOCI.
24. i. Financial assets at FVTPL
Financial assets are classified as at FVTPL when such a financial asset is mandatorily
classified or designated as at FVTPL. Financial assets mandatorily classified as at FVTPL
include investments in equity instruments which are not designated as at FVTOCI and debt
instruments that do not meet the amortized cost criteria or the FVTOCI criteria.
Financial assets at FVTPL are stated at fair value, with any gains or losses arising on
remeasurement recognized in profit or loss. Refer to Note 29 for the determination of fair
value of the financial assets.
ii. Financial assets at amortized cost
Financial assets that meet the following conditions are subsequently measured at amortized
cost:
i) The financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows; and
ii) The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding
Subsequent to initial recognition, financial assets at amortized cost - consisting of cash and
cash equivalents, trade receivables at amortized cost, trade receivables (including from related
parties), contract assets and other receivables (including from related parties) - are measured
at amortized cost, which equals the gross carrying amount determined using the effective
interest method less any impairment loss. Exchange differences are recognized in profit or
loss.
Cash equivalents include time deposits with original maturities within 3 months from the date
of acquisition, which are highly liquid, readily convertible to a known amount of cash and are
subject to an insignificant risk of changes in value. These cash equivalents are held for the
purpose of meeting short-term cash commitments.
iii. Investments in equity instruments at FVTOCI
On initial recognition, the Group may make an irrevocable election to designate investments
in equity instruments as at FVTOCI. Designation as at FVTOCI is not permitted if the equity
investment is held for trading or if it is contingent consideration recognized by an acquirer in
a business combination.
Investments in equity instruments at FVTOCI are subsequently measured at fair value with
gains and losses arising from changes in fair value recognized in other comprehensive income
and accumulated in other equity. The cumulative gain or loss will not be reclassified to profit
or loss on disposal of the equity investments; instead, it will be transferred to retained earnings.
Dividends on these investments in equity instruments are recognized in profit or loss when
the Group’s right to receive the dividends is established, unless the dividends clearly represent
a recovery of part of the cost of the investment.
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b) Impairment of financial assets
The Group recognizes a loss allowance for expected credit losses (ECL) on financial assets at
amortized cost (including trade receivables at amortized cost), as well as contract assets.
The Group always recognizes lifetime ECLs for trade receivables and contract assets. For all other
financial instruments, the Group recognizes lifetime ECLs when there has been a significant
increase in credit risk since initial recognition. If, on the other hand, the credit risk on a financial
instrument has not increased significantly since initial recognition, the Group measures the loss
allowance for that financial instrument at an amount equal to 12-month ECLs.
ECLs reflect the weighted average of credit losses with the respective risks of default occurring
as the weights. Lifetime ECLs represent the ECLs that will result from all possible default events
over the expected life of a financial instrument. In contrast, 12-month ECLs represent the portion
of lifetime ECLs that is expected to result from default events on a financial instrument that are
possible within 12 months after the reporting date.
The impairment loss of all financial assets is recognized in profit or loss by a reduction in their
carrying amounts through a loss allowance account, except for investments in debt instruments
that are measured at FVTOCI, for which the loss allowance is recognized in other comprehensive
income and the carrying amounts of such financial assets are not reduced.
c) Derecognition of financial assets
The Group derecognizes a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards
of ownership of the asset to another party.
On derecognition of a financial asset at amortized cost in its entirety, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognized
in profit or loss. On derecognition of an investment in a debt instrument at FVTOCI, the difference
between the asset’s carrying amount and the sum of the consideration received and receivable and
the cumulative gain or loss which had been recognized in other comprehensive income is
recognized in profit or loss. However, on derecognition of an investment in an equity instrument
at FVTOCI, the difference between the asset’s carrying amount and the sum of the consideration
received and receivable is recognized in profit or loss, and the cumulative gain or loss which had
been recognized in other comprehensive income is transferred directly to retained earnings,
without recycling through profit or loss.
2) Equity instruments
Debt and equity instruments issued by the Group are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.
Equity instruments issued by the Group are recognized at the proceeds received, net of direct issue
costs.
The repurchase of the Company’s own equity instruments is recognized in and deducted directly from
equity. No gain or loss is recognized in profit or loss on the purchase, sale, issuance or cancellation
of the Company’s own equity instruments.

166

3) Financial liabilities
a) Subsequent measurement
Except the following situations, all financial liabilities are measured at amortized cost using the
effective interest method:
25. ● Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when such financial liabilities are held for
trading.
Financial liabilities held for trading are stated at fair value, and any interest paid on such
financial liabilities is recognized in finance costs; any remeasurement gains or losses on such
financial liabilities are recognized in other gains or losses.
b) Derecognition of financial liabilities
The difference between the carrying amount of a financial liability derecognized and the
consideration paid, including any non-cash assets transferred or liabilities assumed, is recognized
in profit or loss.
4) Convertible bonds
The component parts of compound instruments (i.e., convertible bonds) issued by the Group are
classified separately as financial liabilities and equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability and an equity instrument.
On initial recognition, the fair value of the liability component is estimated using the prevailing
market interest rate for similar non-convertible instruments. This amount is recorded as a liability on
an amortized cost basis using the effective interest method until extinguished upon conversion or
upon the instrument’s maturity date. Any embedded derivative liability is measured at fair value.
The conversion option classified as equity is determined by deducting the amount of the liability
component from the fair value of the compound instrument as a whole. This is recognized and
included in equity, net of income tax effects, and is not subsequently remeasured. In addition, the
conversion option classified as equity will remain in equity until the conversion option is exercised,
in which case, the balance recognized in equity will be transferred to capital surplus - share premiums.
When the conversion option remains unexercised at maturity, the balance recognized in equity will
be transferred to capital surplus - share premiums.
Transaction costs that relate to the issuance of the convertible notes are allocated to the liability and
equity components in proportion to the allocation of the gross proceeds. Transaction costs relating to
the equity component are recognized directly in equity. Transaction costs relating to the liability
component are included in the carrying amount of the liability component.
5) Derivative financial instruments
The Group enters into a variety of derivative financial instruments to manage its exposure to foreign
exchange rate risks, including currency swaps.
Derivatives are initially recognized at fair value at the date on which the derivative contracts are
entered into and are subsequently remeasured to their fair value at the end of each reporting period.
The resulting gain or loss is recognized in profit or loss immediately unless the derivative is
designated and effective as a hedging instrument; in which event, the timing of the recognition in
profit or loss depends on the nature of the hedging relationship. When the fair value of a derivative
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financial instrument is positive, the derivative is recognized as a financial asset; when the fair value
of a derivative financial instrument is negative, the derivative is recognized as a financial liability.
o. Revenue recognition
The Group identifies contracts with customers, allocates the transaction price to the performance
obligations and recognizes revenue when performance obligations are satisfied.
For contracts where the period between the date on which the Group transfers a promised good or service
to a customer and the date on which the customer pays for that good or service is one year or less, the
Group does not adjust the promised amount of consideration for the effects of a significant financing
component.
 Revenue from the sale of goods
When the product arrives at the customer’s designated place or when it is shipped, the customer has
the right to set the price and use of the goods and has the primary responsibility for reselling, and
bears the risk of obsolescence of the goods. The Group recognizes revenue and accounts receivable
at that time.
The Group does not recognize sales revenue on materials delivered to subcontractors because this
delivery does not involve a transfer of risks and rewards of materials ownership.
p. Leases
2019
At the inception of a contract, the Group assesses whether the contract is, or contains, a lease.
1) The Group as lessor
Leases are classified as finance leases whenever the terms of a lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.
Lease payments (less any lease incentives payable) from operating leases are recognized as income
on a straight-line basis over the terms of the relevant leases.
2) The Group as lessee
The Group recognizes right-of-use assets and lease liabilities for all leases at the commencement date
of a lease, except for short-term leases and low-value asset leases accounted for applying a recognition
exemption where lease payments are recognized as expenses on a straight-line basis over the lease
terms.
Right-of-use assets are initially measured at cost, which comprises the initial measurement of lease
liabilities adjusted for lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs needed to restore the underlying assets, and less any
lease incentives received. Right-of-use assets are subsequently measured at cost less accumulated
depreciation and impairment losses and adjusted for any remeasurement of the lease liabilities. Rightof-use assets are presented on a separate line in the consolidated balance sheets.
Right-of-use assets are depreciated using the straight-line method from the commencement dates to
the earlier of the end of the useful lives of the right-of-use assets or the end of the lease terms.
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Lease liabilities are initially measured at the present value of the lease payments, which comprise
fixed payments, in-substance fixed payments, variable lease payments which depend on an index or
a rate, residual value guarantees, the exercise price of a purchase option if the Group is reasonably
certain to exercise that option, and payments of penalties for terminating a lease if the lease term
reflects such termination, less any lease incentives receivable. The lease payments are discounted
using the interest rate implicit in a lease, if that rate can be readily determined. If that rate cannot be
readily determined, the Group uses the lessee’s incremental borrowing rate.
Subsequently, lease liabilities are measured at amortized cost using the effective interest method, with
interest expense recognized over the lease terms. When there is a change in a lease term, a change in
the amounts expected to be payable under a residual value guarantee, a change in the assessment of
an option to purchase an underlying asset, or a change in future lease payments resulting from a
change in an index or a rate used to determine those payments, the Group remeasures the lease
liabilities with a corresponding adjustment to the right-of-use-assets. However, if the carrying amount
of the right-of-use assets is reduced to zero, any remaining amount of the remeasurement is
recognized in profit or loss. Lease liabilities are presented on a separate line in the consolidated
balance sheets.
2018
Leases are classified as finance leases whenever the terms of a lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.
1) The Group as lessor
Rental income from operating leases is recognized on a straight-line basis over the term of the relevant
lease.
2) The Group as lessee
Operating lease payments are recognized as expenses on a straight-line basis over the lease term.
q. Employee benefits
1) Short-term employee benefits
Liabilities recognized in respect of short-term employee benefits are measured at the undiscounted
amount of the benefits expected to be paid in exchange for the related services.
2) Retirement benefits
Payments to defined contribution retirement benefit plans are recognized as an expense when
employees have rendered service entitling them to the contributions.
Defined benefit costs (including service cost, net interest and remeasurement) under the defined
benefit retirement benefit plans are determined using the projected unit credit method. Service cost
(including current service cost and past service cost) and net interest on the net defined benefit liability
(asset) are recognized as employee benefits expense in the period they occur, or when the plan
amendment or curtailment occurs or when the settlement occurs. Remeasurement, comprising
actuarial gains and losses and the return on plan assets (excluding interest), is recognized in other
comprehensive income in the period in which they occur. Remeasurement recognized in other
comprehensive income is reflected immediately in retained earnings and will not be reclassified to
profit or loss.
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Net defined benefit liability (asset) represents the actual deficit (surplus) in the Group’s defined
benefit plan. Any surplus resulting from this calculation is limited to the present value of any refunds
from the plans or reductions in future contributions to the plans.
r. Employee share options
Employee share options granted to employees are measured at the fair value of the equity instruments at
the grant date.
The fair value determined at the grant date of the employee share options is expensed on a straight-line
basis over the vesting period, based on the Group’s best estimate of the number of options that are
expected to ultimately vest, with a corresponding increase in capital surplus - employee share options. It
is recognized as an expense in full at the grant date when the share options granted vest immediately.
At the end of each reporting period, the Group revises its estimate of the number of employee share
options expected to vest. The impact of the revision of the original estimates is recognized in profit or
loss such that the cumulative expense reflects the revised estimate, with a corresponding adjustment to
the capital surplus - employee share options.
s. Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
1) Current tax
According to the Income Tax Law, an additional tax on unappropriated earnings is provided for as
income tax in the year the shareholders approve to retain the earnings.
Adjustments of prior years’ tax liabilities are added to or deducted from the current year’s tax
provision.
2) Deferred tax
Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax
assets are generally recognized for all deductible temporary differences and unused loss carryforward
to the extent that it is probable that taxable profits will be available against which those deductible
temporary differences can be utilized.
Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries and associates, and interests in joint arrangements, except where the Group is able to
control the reversal of the temporary difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary
differences associated with such investments and interests are only recognized to the extent that it is
probable that there will be sufficient taxable profits against which to utilize the benefits of the
temporary differences and they are expected to reverse in the foreseeable future.
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered. A previously unrecognized deferred tax asset is also reviewed at
the end of each reporting period and recognized to the extent that it has become probable that future
taxable profit will allow the deferred tax asset to be recovered.

170

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period
in which the liability is settled or the asset realized, based on tax rates and tax laws that have been
enacted or substantively enacted by the end of the reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or settle the carrying amount of its assets
and liabilities.
3) Current tax and deferred tax for the year
Current tax and deferred tax are recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity, in which case, the current tax and
deferred tax are also recognized in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a business combination, the
tax effect is included in the accounting for the business combination.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY
In the application of the Group’s accounting policies, management is required to make judgments, estimates
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other factors that
are considered relevant. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

6. CASH AND CASH EQUIVALENTS
December 31
2019
Cash on hand
Checking accounts and demand deposits
Cash equivalents (investments with original maturities of less than
three months)
Time deposits

$

2018

2,555
580,586

$

2,759
532,529

298,115

258,927

$ 881,256

$ 794,215

The market rate intervals of cash in the bank at the end of the reporting period were as follows:
December 31

Bank balance
Time deposits
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2019

2018

0%-1.00%
0.66%-2.40%

0%-1.35%
1.07%-3.15%

7. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS
December 31
2019

2018

Financial assets at FVTPL - current
Mandatorily classified as at FVTPL
Derivative financial assets (not under hedge accounting)
Foreign exchange forward contracts

$

1,772

$

2,034

$

1,538
1,442

$ 10,289
-

$

2,980

$ 10,289

Financial liabilities at FVTPL - current
Held for trading
Derivative financial liabilities (not under hedge accounting)
Foreign exchange forward contracts
Foreign exchange swap contracts

a. At the end of the reporting period, outstanding foreign exchange forward contracts not under hedge
accounting were as follows:

Currency

Notional Amount
(In Thousands)

Maturity Date

December 31, 2019
Buy
Sell

EUR/NTD
USD/CNY

2020.2.13
2020.1.15-2020.10.30

EUR1,500/NTD50,508
USD10,000/CNY69,985

JPY/NTD
USD/CNY

2019.2.26-2019.3.4
2019.1.31-2019.10.29

JPY600,000/NTD166,820
USD12,000/CNY80,593

December 31, 2018
Sell
Sell

b. At the end of the reporting period, outstanding foreign currency swap contracts not under hedge
accounting were as follows:

December 31, 2019

Notional Amount
(In Thousands)

Maturity Date

Exchange Rate

USD2,000

2020.2.27

30.687-30.699

December 31, 2018: None
The Group entered into foreign exchange forward contracts and foreign currency swap contracts during
2019 and 2018 to manage exposures to exchange rate fluctuations of foreign currency denominated assets
and liabilities.

172

8. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
December 31
2019

2018

$ 367,840

$ 100,700

Non-current
Domestic investments
Listed shares

9. FINANCIAL ASSETS AT AMORTIZED COST
December 31
2019

2018

Current
Restricted assets - bank balance
Time deposits with original maturity more than 3 months (a)

$

5,178
153,352

$

2
3,000

$ 158,530

$

3,002

$

$

60,000

Non-current
Private corporate bond with no active market (b)

60,000

a. The market interest rates of the time deposits with original maturity more than 3 months was 2.1%-7.0%
per annum as of December 31, 2019.
b. The Group bought one and five pieces of five-year corporate bond without security issued by Snowdown
Merchandise Corporation with a coupon rate of 2.75%, at a par value of $10,000 thousand, as of April
2018 and April 2017, respectively.
c. Refer to Note 31 for information related to investments in financial assets at amortized cost pledged as
security.

10. NOTES RECEIVABLE, TRADE RECEIVABLES AND OTHER RECEIVABLES
December 31
2019

2018

$ 204,405
-

$ 132,444
-

$ 204,405

$ 132,444
(Continued)

Notes receivable
At amortized cost
Notes receivable - operating
Less: Allowance for impairment loss
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December 31
2019

2018

$ 776,902
(81)

$ 916,873
(1,299)

$ 776,821

$ 915,574

$

$

Trade receivables (including related parties)
At amortized cost
Gross carrying amount
Less: Allowance for impairment loss

Other receivables
Sale of raw materials
Tax refund receivable
Premium receivable
Others
Less: Allowance for impairment loss

91,775
33,321
5,132
-

$ 130,228

29,347
71,894
18,644
3,558
-

$ 123,443
(Concluded)

In order to minimize credit risk, the management of the Group has delegated a team responsible for
determining credit limits, credit approvals and other monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Group reviews the recoverable amount of each individual
trade debt at the end of the reporting period to ensure that adequate allowance is made for possible
irrecoverable amounts. In this regard, the management believes the Group’s credit risk was significantly
reduced.
The Group applies the simplified approach to estimate ECLs, which permits the use of a lifetime expected
loss allowance for all trade receivables. The ECLs on trade receivables are estimated using an allowance
matrix, which takes into consideration the historical credit loss experience with the respective debtor, the
current financial position of the debtor, and the current and future economic conditions of the industry as well
as the overall economy. The overdue trade receivables will be provided with an allowance of 0% to 100%
and 0.03% to 100% as of December 31, 2019 and December 31, 2018.
The Group writes off a trade receivable when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovery, e.g., when the debtor has been placed under
liquidation. For trade receivables that have been written off, the Group continues to engage in enforcement
activity to attempt to recover the receivables which are due. Where recoveries are made, these are recognized
in profit or loss.
The aging of receivables was as follows:
December 31

Less than 30 days
31-60 days
61-120 days
More than 121 days

2019

2018

$ 493,538
217,287
65,780
297

$ 532,006
278,774
100,770
5,323

$ 776,902

$ 916,873

The above aging schedule was based on the number of overdue days from the posting date.
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The movements of the loss allowance of trade receivables were as follows:
For the Year Ended December 31
2019
2018

Balance at January 1
Less: Net remeasurement of loss allowance
Less: Amounts written off
Foreign exchange gains and losses

$

Balance at December 31

$

1,299
(1,218)
-

$ 10,116
(997)
(7,851)
31

81

$

1,299

11. INVENTORIES
December 31
2019
Merchandise
Finished goods
Work in progress
Raw materials and supplies
Goods to subcontractor
Inventory in transit

$

255,985
216,596
1,452,589
279,410
4,477
164,301

$ 2,373,358

2018
$

352,700
386,445
1,227,280
460,673
1,406
190,271

$ 2,618,775

The cost of inventories recognized as cost of goods sold for the years ended December 31, 2019 and 2018
was $9,155,452 thousand and $8,802,102 thousand, respectively. The cost of inventories recognized as cost
of goods sold for the years ended December 31, 2019 and 2018 included inventory write-downs of $25,221
thousand and $9,774 thousand, respectively.

12. SUBSIDIARIES
a. Subsidiaries included in consolidated financial statements

Investor
The Company

Investee
Kwong Lung Feather
(B.V.I.) Limited
Kwong Lung Meko Co.,
Ltd.
Kwong Lung Japan Co.,
Ltd.
Bo Hsing Enterprise Co.,
Ltd.
Toptex Garment Co., Ltd.

Nature of Activities

Proportion of
Ownership
December 31
2019
2018

Overseas reinvested holding company.

100

100

Manufacturing and selling of down and
bedding.
Manufacturing and selling of down and
bedding.
Manufacturing and selling of apparel.

100

100

100

100

100

100

Manufacturing and selling of apparel.

100

100

Remark
Major
subsidiary
Major
subsidiary

(Continued)
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Investor

Investee
Klego Co., Ltd.

P&B Collection Co., Ltd.

Bo Hsing Enterprise Co., Ltd.
Kwong Lung Meko Co., Ltd.
Kwong Lung Feather (B.V.I.)
Limited
Snowdown Merchandise
(Suzhou) Co., Ltd.

Kwong Lung Europe
SP.Z O.O.
Kwong Lung-Omon
Company Limited
Kwong Lung Meko
(B.V.I.) Ltd.
Kwong Lung Meko
(B.V.I.) Ltd.
Snowdown Merchandise
(Suzhou) Co., Ltd.
Kunshan Fulong Trade
Co., Ltd.

Snowdown Merchandise
(Suzhou) Co., Ltd.

Huai An Guang Long He
Yu Home Textile Co.,
Ltd

P&B Collection Co., Ltd.
Manumech Corporation

Manumech Corporation
Windsun Industry Co.,
Ltd.
Intime Tech Co., Ltd.

Nature of Activities

Proportion of
Ownership
December 31
2019
2018

Remark

Wholesale and retail sale of cloths,
clothes, shoes, hat, umbrella and
apparel, clothing accessories,
furniture, bedclothes, kitchen
equipment, fixtures, cosmetics and
other textile products; retail business
without shop; retail sale of other
products; international trade;
software design services; data
processing services; third party
payment; retail sale of computer
software; body shaping services;
wholesale and retail sale of drugs,
medical goods.
Outerwear knitting mills; apparel,
clothing accessories and other textile
product manufacturing; other textile
products manufacturing; cleaning
products manufacturing; wholesale
and retail sale of cloths, clothes,
shoes, hat, umbrella and apparel,
clothing accessories, furniture,
bedclothes, kitchen equipment,
fixtures, articles for daily use,
cleaning preparations and other
textile products; wholesale of pottery,
porcelain and glassware; international
trade.
Various selling of down and bedding

-

100

1)

100

100

1)

100

100

Manufacturing and selling of apparel.

100

100

2)

Overseas reinvested holding company.

40

40

3)

Overseas reinvested holding company

60

60

3)

Manufacturing and selling of down and
bedding.
Wholesale of outdoor supplies,
household wares, clothing, and
related packaging materials; food;
Import and export of goods and
technology
Home textile products; textile and
apparel production and sales; feather
acquisition; down processing, down
products production and sales; selfsupport and agents of various types of
goods and technology import and
export business.
Wholesale
Wholesale

100

100

100

100

51

51

51
100

51
100

Wholesale

100

100

Major
subsidiary

(Concluded)
1) Klego Co., Ltd. was dissolved after the merger with P&B Collection Co., Ltd. on September 1, 2019,
and P&B Collection Co., Ltd. is the surviving company.
2) In January 2018, the Group has acquired control of the Viet Tien Meko Company Limited, which was
originally a joint venture investment company, and changed its name to “Kwong Lung-O Mon
Company Limited”.
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3) In October 2018, Kwong Lung Meko Co., Ltd. increased US$3,000 thousand capital of Kwong Lung
Meko (B.V.I.) Ltd., representing a 60% shareholding. This resulted in a decrease from 100% to 40%
shareholding on Bo Hsing Enterprise Co., Ltd. The capital increase did not affect the control of the
Group and did not affect its profit and loss.
b. Subsidiaries excluded from consolidated financial statements: None.

13. INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD
December 31

Investments in associates

2019

2018

$ 199,656

$ 156,970

Investments in associates
December 31

Associates that are not individually material

2019

2018

$ 199,656

$ 156,970

Aggregate information of associates that are not individually material
For the Year Ended December 31
2019
2018
The Group’s share of:
Profit from continuing operations
Other comprehensive income

$

Total comprehensive income for the year

6,513
12,954

$

$ 19,467

8,937
2,286

$ 11,223

The Company acquired few associates that are not individually material in 2019.
In January 2018, the Group has acquired control of the Viet Tien Meko Company Limited, which was
originally a joint venture investment company. Refer to Note 27 for information relating to investments in
joint venture.
Investments were accounted for using the equity method and the share of profit or loss and other
comprehensive income of those investments were calculated based on audited financial statements.

14. PROPERTY, PLANT AND EQUIPMENT

Freehold Land

Buildings

Machinery
Equipment

Transportation
Equipment

Other
Equipment

Property
under
Construction

$

$

$

$

Total

Cost
Balance at January 1, 2018
Additions
Acquired in business combination
Disposals
Reclassification
Effect of foreign currency
exchange differences

$

Balance at December 31, 2018

$

596,390
(122,919 )
-

$ 1,111,909
39,853
16,721
(31,340 )
243,906

-

668

473,471

$ 1,381,717

666,745
85,663
43,098
(7,550 )
2,597
6,832

$

797,385

41,334
4,215
944
(569 )
294

$

46,218

299,803
52,995
2,340
(45,206 )
11,515
(2,141 )

$

319,306

180,914
93,895
(258,018 )
504

$

17,295

$ 2,897,095
276,621
63,103
(207,584 )
6,157
$ 3,035,392

(Continued)
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Freehold Land

Buildings

Machinery
Equipment

Transportation
Equipment

Other
Equipment

Property
under
Construction

$

$

$

$

Total

Accumulated depreciation
Balance at January 1, 2018
Disposals
Acquired in business combination
Depreciation expense
Effect of foreign currency
exchange differences

$

-

$

Balance at December 31, 2018

$

-

$

568,740

$

596,239

$

33,254

$

263,632

$

-

$ 1,461,865

Carrying amounts at December 31,
2018

$

473,371

$

812,977

$

201,146

$

12,964

$

55,674

$

17,295

$ 1,573,527

Balance at January 1, 2019
Additions
Disposals
Reclassification
Effect of foreign currency
exchange differences

$

473,471
148
-

$ 1,381,717
7,109
(16,205 )
26,933

$

797,385
20,079
(5,488 )
12,818

$

46,218
569

$

319,306
4,163
(38,399 )
8,651

$

17,295
60,965
(50,373 )

$ 3,035,392
92,464
(60,092 )
(1,402 )

-

(7,384 )

(95 )

(6,298 )

Balance at December 31, 2019

$

473,619

Balance at January 1, 2019
Disposals
Depreciation expense
Effect of foreign currency
exchange differences

$

-

Balance at December 31, 2019

$

-

$

615,275

$

655,223

$

36,469

$

247,826

$

-

Carrying amounts at December 31,
2019

$

473,619

$

776,895

$

174,423

$

9,768

$

42,774

$

27,792

-

509,680
(1,486 )
11,862
50,188

512,444
(5,477 )
27,897
58,306

(1,504 )

3,069

29,070
(558 )
815
3,943
(16 )

256,772
(12,610 )
1,829
19,655
(2,014 )

-

$ 1,307,966
(20,131 )
42,403
132,092

-

(465 )

Cost

4,852

(550 )

(3,121 )

$ 1,392,170

$

829,646

$

46,237

$

290,600

$

27,792

$ 3,060,064

$

$

596,239
(4,587 )
59,321

$

33,254
3,511

$

263,632
(33,401 )
20,480

$

-

$ 1,461,865
(54,193 )
148,323

-

(1,202 )

Accumulated depreciation

-

568,740
(16,205 )
65,011
(2,271 )

4,250

(296 )

(2,885 )

$ 1,554,793

$ 1,505,271

(Concluded)
The above items of property, plant and equipment are depreciated on a straight-line basis over the estimated
useful life as follows:
Building
Main buildings
Construction
Machinery equipment
Transportation equipment
Other equipment
Office equipment
Air conditioning
Utilities equipment
Others
Leasehold improvements

5 to 51 years
1 to 26 years
2 to 20 years
4 to 12 years
3 to 10 years
36 to 51 years
2 to 23 years
1 to 25 years
1 to 5 years

Property, plant and equipment pledged as collateral for bank borrowings were set out in Note 31.
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15. LEASE ARRANGEMENTS
a. Right-of-use assets - 2019
December 31,
2019
Carrying amounts
Land (Note)
Buildings
Machinery
Transportation equipment

$

84,142
73,132
1,524
5,695

$ 164,493
For the Year
Ended
December 31,
2019
Additions to right-of-use assets
Depreciation charge for right-of-use assets
Land (Note)
Buildings
Machinery
Transportation equipment

$

7,366

$

4,242
34,478
680
5,285

$ 44,685
Note:

Located in China and Vietnam. As of December 31, 2018, the non-current prepaid lease
amounted to $79,455.

b. Lease liabilities - 2019
December 31,
2019
Carrying amounts
Current
Non-current

$ 33,443
$ 53,200

Range of discount rate for lease liabilities was as follows:
December 31,
2019
Land
Buildings
Machinery
Transportation equipment

1.28%
1.18%-1.28%
1.18%-1.28%
1.28%
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c. Other lease information
2019
For the Year
Ended
December 31,
2019
Expenses relating to short-term leases and department stores
Expenses relating to low-value asset leases
Total cash outflow for leases

$ 45,198
$
301
$ (87,071)

The Group has elected to apply the recognition exemption and, thus, did not recognize right-of-use assets
and lease liabilities for these leases.

16. INVESTMENT PROPERTIES
December 31
2019
Completed investment properties

2018

$ 197,708

$

96,680

Except for the addition of $104,226 thousand of investment for the year ended December 31, 2019 and the
recognition of depreciation expenses, there were no significant disposals or impairment of investment
properties held by the Group for the years ended December 31, 2019 and 2018.
The investment properties are depreciated using the straight-line method over their estimated useful life as
follows:
Main buildings

24-28 years

The fair values of investment properties were assessed as follows:
(In Thousands of Japanese Yen)
December 31

Independent valuation

2019

2018

$ 716,860

$ 349,000

The fair value of investment properties as of December 31, 2019 and 2018 were based on the valuation carried
out as of by independent qualified professional valuator, a member of certified Japan real estate appraisers.
The fair value of investment properties was estimated by using the market price approach, cost approach and
the direct capitalization approach.
Under operating lease of investment properties, the maturity analysis of lease receivable as of December 31,
2019 was as follows:
December 31,
2019
Year 1

$

180

5,703

Under operating lease of investment properties, the maturity analysis of lease receivable as of December 31,
2018 were as follows:
December 31,
2018
Not later than 1 year
Later than 1 year and not later than 5 years

$

5,309
3,580

$

8,889

17. OTHER INTANGIBLE ASSETS
December 31

Goodwill (Note 27)
Cost of computer software
Others

2019

2018

$ 22,022
37,287
5,558

$ 22,022
36,571
7,488

$ 64,867

$ 66,081

Other intangible assets are amortized on a straight-line basis over the estimated useful lives 1-5 years.

18. BORROWINGS
a. Short-term borrowings
December 31
2019

2018

$ 327,286

$ 380,855

0.29%-2.00%

0.27%-0.94%

Unsecured borrowings
Line of credit borrowings
Range of interest rates
b. Short-term bills payable
December 31
2019
Commercial paper
Less: Unamortized discounts on bills payable
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2018

$ 30,000
-

$

-

$ 30,000

$

-

Outstanding short-term bills payable were as follows:
December 31, 2019
Promissory
Institution

Nominal
Amount

Discount
Amount

Carrying
Amount

Interest Rate

Collateral

$ 30,000

$

$ 30,000

1.638%-1.838%

None

Carrying
Amount of
Collateral

Commercial paper
Mega International
Commercial Bank

-

$

-

December 31, 2018: None
c. Current portion of long-term borrowings
December 31
2019
Current portion of bonds payable
Current portion of long-term borrowings

2018

$

860

$ 789,886
985

$

860

$ 790,871

d. Long-term borrowings
December 31
2019

2018

Secured borrowings
Bank loans*

$

14,791

$ 115,705

Unsecured borrowings
Credit borrowings

850,000
864,791
(860)

Less: Current portions

100,000
215,705
(985)

Long-term borrowings

$ 863,931

$ 214,720

Range of interest rates

1.10%-1.82%

1.30%-1.82%

*

The bank borrowings are secured by the Group’s freehold land and buildings (see Note 31).

19. BONDS PAYABLE
December 31
2019

2018

Unsecured bonds payable
Less: Current portion

$

-

$ 789,886
(789,886)

Bonds payable

$

-

$
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-

To repay the loan, the Company issued the 1st domestic unsecured convertible bonds with an aggregate
principal amount of $800,000 thousand and a face value of $100 thousand per bond certificate. At the maturity
date of the bonds payable, if the bondholders don’t convert the bonds, the Company has to repay the bonds
at face value in cash. The convertible bonds are separated into option and liability and presented in equity
under the heading of capital surplus - option and liability respectively. The terms and conditions of the bond
are as follows:
a. Issuance date: September 30, 2016
b. Coupon rate: 0%
c. Issuance period: 3 years, and a circulation period from September 30, 2016 to September 30, 2019.
d. Redemption of the convertible bonds
The Company has the right to redeem the outstanding convertible bonds payable at par value in cash
during the period from three month after the issuance date (December 31, 2017) to the date 40 days
(August 21, 2019) prior to the maturity date. The conditions are as follows:
1) The closing price of the Company’s ordinary shares continues being at least 130% of the conversion
price then in effect for 30 consecutive trading days; or
2) The aggregate outstanding balance of the bonds payable is less than 10% of the original issuance
amount.
e. Redemption method
1) The Company meets the obligation of convertible bonds by issuing ordinary shares.
2) Conversion period:
Except for the book closure period, bondholders are entitled to convert bonds into ordinary shares
from October 31, 2016 to September 30, 2019.
3) The conversion price of the bonds is set up based on the Arithmetic mean of the business day’s share
closing price multiplied by 103% premium rate before the effective date, September 22, 2016. The
conversion price is set initially at 50.88 per share.
a) After the issuance of the convertible bonds, in the event that the Company issued new ordinary
shares or any kind of securities with conversion option or issue ordinary shares as employee bonus,
the Company shall adjust the conversion price of the convertible bonds according to the given
formula when the value of publicly or privately issued ordinary shares increased (including but
not limited to cash replenishment by either public issuance or private placement, earnings
transferred to capital, capital surplus transferred to capital, share issuance in business combination,
share split, and cash replenishment to participate in the issuance of overseas depositary receipts
etc.)
b) After the issuance of the convertible bonds, in the event that the ratio of the cash dividends of the
ordinary shares to the price per share is more than 1.5%, the conversion price shall be reduced on
the basis of the ratio at the effective date.
c) After the issuance of the convertible bonds, the conversion price shall be adjusted according to
the given formula when the Company issues or privately place any kind of securities with
conversion or share option priced lower than the market price per share.
d) After the issuance of the convertible bonds, the conversion price shall be adjusted according to
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the given formula when the reduction of the ordinary shares is not because of the reduction of the
treasury shares.
26.
4) The convertible bonds contain both liability and equity components. The equity component was
presented in equity under the heading of capital surplus - option. The effective interest rate of the
liability component was 1.7145% per annum on initial recognition.
Proceeds of the issuance (less transaction costs $5,120 thousand)
Equity component (less transaction costs allocated to the equity component of
$223 thousand)
Liability component at the date of issuance (less transaction costs allocated to
the liability component of $4,897 thousand)

$ 794,880
(34,657)

$ 760,223

20. OTHER PAYABLES
December 31

Payables for payroll and employee benefit
Payables for bonus to employees
Payables for remuneration of directors and supervisors
Payables for VAT
Payables for commissions
Payables for fabrication expense
Payables for equipment
Others

2019

2018

$ 184,366
17,110
10,550
9,228
8,316
4,987
1,089
115,996

$ 228,784
26,899
11,550
4,318
14,000
10,423
12,157
161,177

$ 351,642

$ 469,308

21. RETIREMENT BENEFIT PLANS
a. Defined contribution plans
The Company, P&B Collection Co., Ltd. and Manumech Corporation of the Group adopted a pension
plan under the Labor Pension Act (LPA), which is a state-managed defined contribution plan. Under the
LPA, an entity makes monthly contributions to employees’ individual pension accounts at 6% of monthly
salaries and wages.
The employees of the Group’s subsidiary outside Taiwan are members of a state-managed retirement
benefit plan operated by the government. The subsidiary is required to contribute a specified percentage
of payroll costs to the retirement benefit scheme to fund the benefits. The only obligation of the Group
with respect to the retirement benefit plan is to make the specified contributions.
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b. Defined benefit plans
The defined benefit plan adopted by the Company in accordance with the Labor Standards Law is
operated by the government. Pension benefits are calculated on the basis of the length of service and
average monthly salaries of the six months before retirement. The Company contributes amounts equal
to 6% of total monthly salaries and wages to a pension fund administered by the pension fund monitoring
committee. Pension contributions are deposited in the Bank of Taiwan in the committee’s name. Before
the end of each year, the Company assesses the balance in the pension fund. If the amount of the balance
in the pension fund is inadequate to pay retirement benefits for employees who conform to retirement
requirements in the next year, the Company is required to fund the difference in one appropriation that
should be made before the end of March of the next year. The pension fund is managed by the Bureau of
Labor Funds, Ministry of Labor (the “Bureau”); the Company has no right to influence the investment
policy and strategy.
The amounts included in the consolidated balance sheets in respect of the Group’s defined benefit plans
were as follows:
December 31
2019

2018

Present value of defined benefit obligation
Fair value of plan assets

$ 52,569
(21,115)

$ 60,568
(18,159)

Net defined benefit liability

$ 31,454

$ 42,409

Present Value
of the Defined
Benefit
Obligation

Fair Value of
the Plan Assets

Net Defined
Benefit
Liability (Asset)

$ 65,816

$ (18,087)

$ 47,729

Movements in net defined benefit liability (asset) were as follows:

Balance at January 1, 2018
Service cost
Current service cost
Past service cost
Net interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts
included in net interest)
Actuarial loss - changes in demographic
assumptions
Actuarial gain - experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid - from plan assets
Balance at December 31, 2018
Service cost
Current service cost
Past service cost
Net interest expense (income)
Recognized in profit or loss

367
(298)
648
717

13
(2,304)
(2,291)
(3,674)
60,568
338
600
938
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(180)
(180)

367
(298)
468
537

(602)

(602)

(602)
(2,964)
3,674
(18,159)

13
(2,304)
(2,893)
(2,964)
42,409

(185)
(185)

338
415
753
(Continued)

Present Value
of the Defined
Benefit
Obligation
Remeasurement
Return on plan assets (excluding amounts
included in net interest)
Actuarial loss - changes in demographic
assumptions
Actuarial gain - experience adjustments
Actuarial loss - changes in financial
assumption
Recognized in other comprehensive income

$

-

Fair Value of
the Plan Assets

$

(668)

8
(3,671)

Contributions from the employer
Benefits paid - from plan assets

$

(668)

-

8
(3,671)

1,497
(2,166)

(668)

1,497
(2,834)

(6,771)

(8,874)
6,771

(8,874)
-

$ 52,569

Balance at December 31, 2019

Net Defined
Benefit Liability
(Asset)

$ (21,115)

$ 31,454
(Concluded)

Through the defined benefit plans under the Labor Standards Law, the Group is exposed to the following
risks:
1) Investment risk: The plan assets are invested in domestic and foreign equity and debt securities, bank
deposits, etc. The investment is conducted at the discretion of the Bureau or under the mandated
management. However, in accordance with relevant regulations, the return generated by plan assets
should not be below the interest rate for a 2-year time deposit with local banks.
2) Interest risk: A decrease in the government or corporate bond interest rate will increase the present
value of the defined benefit obligation; however, this will be partially offset by an increase in the
return on the plan’s debt investments.
3) Salary risk: The present value of the defined benefit obligation is calculated by reference to the future
salaries of plan participants. As such, an increase in the salary of the plan participants will increase
the present value of the defined benefit obligation.
The actuarial valuations of the present value of the defined benefit obligation were carried out by qualified
actuaries. The significant assumptions used for the purposes of the actuarial valuations were as follows:
December 31

Discount rate(s)
Expected rate(s) of salary increase
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2019

2018

0.70%
3.00%

1.00%
3.00%

If possible reasonable change in each of the significant actuarial assumptions will occur and all other
assumptions will remain constant, the present value of the defined benefit obligation would increase
(decrease) as follows:
December 31
Discount rate(s)
0.25% increase
0.25% decrease
Expected rate(s) of salary increase
0.25% increase
0.25% decrease

2019

2018

$ (1,253)
$ 1,300

$ (1,514)
$ 1,572

$ 1,267
$ (1,228)

$ 1,537
$ (1,489)

The sensitivity analysis presented above may not be representative of the actual change in the present
value of the defined benefit obligation as it is unlikely that the change in assumptions would occur in
isolation of one another as some of the assumptions may be correlated.
December 31
2019
The expected contributions to the plan for the next year
The average duration of the defined benefit obligation

$

2018

2,980
9 years

$

1,743

10 years

22. EQUITY
a. Share capital
Ordinary shares
December 31

Number of shares authorized (in thousands)
Shares authorized
Number of shares issued and fully paid (in thousands)
Shares issued

2019

2018

180,000
$ 1,800,000
130,308
$ 1,303,075

180,000
$ 1,800,000
110,354
$ 1,103,540

The authorized shares include shares allocated for exercise of employee share option and convert
convertible bonds.
b. Preference shares
The board of directors resolved to issue preference shares A on September 25, 2018. The issuance of
preference shares A was approved under the Rule No. 1070337798 issued by FSC on October 25, 2018.
The total amount of preference share A issued was $910,000 thousand, consisting of 18,200 thousand
shares sold at $50, with a par value of $10. The record date of capital increase was December 20, 2018.
The payment of all issued preference shares was received and the relevant statutory registration
procedures were completed. The preference shares are classified as equity.
The rights and obligations of the preference shares A are as follows:
1) The preference shares are perpetual.
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2) The dividends of preferred shares A is capped at 5% per annum on the issue price. The dividend rate
will be set as 5-year IRS + (fixed rate). The fixed rate will be reset after one business day when 5year is due.
3) The fiscal year-end earnings of the Company shall be applied to the following in order: payments of
taxes, adjustments per financial and accounting principle, making-up of deficit, legal reserve, special
reserve by law or reversal, and the remaining shall be paid to holders of preference shares as the
current year’s dividends. The Company has discretion over the dividend distribution of preference
shares A. The Company may decide not to distribute dividends of preference shares in the following
circumstances: (a) there are no earnings in a fiscal year, and (b) the earnings are insufficient to
distribute dividends of preference shares. The cancellation of dividend payment should not constitute
an event of default. The preference shares are noncumulative, and the preference shareholders do not
have the right to claim any of the unpaid or omitted dividends in the future. Preference shares divided
will be paid in cash every year after the Annual General Meeting has approved on the audited financial
reports. The board will decide on a payment record date for distributing the dividend. Preference
shares dividend on the issued year and redeemed year will be calculated based on actual number of
days issued.
4) Preference shareholders are not entitled to received ordinary shares’ cash or share dividends derived
from earnings or capital reserve.
5) Preference shares may be redeemed in whole or in part at issue price anytime after five years of
issuance at the original issued price. Unredeemed preference shares shall continue to have the rights
and obligations of issuance terms prescribed in this Article. Preference shares dividend on the
redeemed year will be calculated based on actual number of days issued.
6) The order of claim for distribution of property is prior to ordinary shares. The claim of all series of
preference shareholders is equal, but subordinate to the holders of debts. The repayment shall be
capped at the respective issue amount of preference shares upon liquidation.
7) Preference shareholders do not have voting rights or suffrage. However, they have voting rights with
respect to agendas related to the rights and obligations of preference shares in shareholders' meetings.
8) Preference shares cannot be converted to ordinary shares within one year after the preference share
issuance. The actual conversion period will be subjected to the terms approved by the chairman.
Preference shareholders A then can convert partially or wholly into ordinary shares based on the
approved conversion terms and period. (conversion ratio 1:1) Once preference shares shareholders A
are converted to ordinary shares, it has the same rights as ordinary shareholders. The preference shares
dividend will be distributed based on the actual number of days issued. Preference shares shareholders
A are not entitled to preference share dividend if the preference shares are converted to ordinary share
prior to the ex-dividend record date, but are entitled to ordinary shares dividend derived from earnings
and capital reserve.
9) Preference shareholders have the same pre-emptive right as ordinary shareholders for newly issued
shares.
c. Capital surplus
The capital surplus arising from shares issued in excess of par (including share premium from issuance
of ordinary shares and treasury share transactions) may be used to offset a deficit; in addition, when the
Company has no deficit, such capital surplus may be distributed as cash dividends or transferred to share
capital (limited to a certain percentage of the Company’s capital surplus and once a year).
The capital surplus arising from employee share and convertible bonds options may not be used for any
other purposes.
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d. Retained earnings and dividends policy
Under the dividends policy as set forth in the amended Articles, where the Company made a profit in a
fiscal year, the profit shall be first utilized for paying taxes, offsetting losses of previous years, setting
aside as a legal reserve of 10% of the remaining profit, setting aside or reversing a special reserve in
accordance with the laws and regulations, and then any remaining profit together with any undistributed
retained earnings shall be used by the Company’s board of directors as the basis for proposing a
distribution plan, which should be resolved in the shareholders’ meeting for the distribution of dividends
and bonuses to shareholders.
The Company’s Articles also stipulate a dividends policy whereby the issuance of share dividends takes
precedence over the payment of cash dividends. In principle, cash dividends are limited to 20% of the
total dividends distributed.
An appropriation of earnings to a legal reserve shall be made until the legal reserve equals the Company’s
paid-in capital. The legal reserve may be used to offset deficits. If the Company has no deficit and the
legal reserve has exceeded 25% of the Company’s paid-in capital, the excess may be transferred to capital
or distributed in cash.
Items referred to under Rule No. 1010012865, Rule No. 1010047490 and Rule No. 1030006415 issued
by the FSC and in the directive titled “Questions and Answers for Special Reserves Appropriated
Following Adoption of IFRSs” should be appropriated to or reversed from a special reserve by the
Company.
The appropriations of earnings for 2018 and 2017 have been approved in the shareholders’ meetings on
May 30, 2019 and June 22, 2018, respectively; the amounts were as follows:
Appropriation of Earnings
For the Year Ended
December 31
2018
2017
Legal reserve
Special reserve
Ordinary share dividends
Preference share dividends

$

61,834
7,745
386,957
1,496

$

80,889
218,411
-

Dividends Per Share (NT$)
For the Year Ended
December 31
2018
2017

$

3.50
0.08

$

2.00
-

The board of directors also resolved the payment of cash dividends from capital surplus of $109,205
thousand on June 22, 2018.
The appropriations of earnings for 2019 were proposed by the Company’s board of directors on March
27, 2020. The appropriations and dividends per share were as follows:
For the Year
Ended
December 31,
2019
Legal reserve
Special reserve
Ordinary share dividends
Preference dividends
Ordinary share dividends per share (NT$)
Preference share dividends per share (NT$)

$ 49,125
$ (58,267)
$ 392,017
$ 45,500
$
3
$
2.5

The appropriations of earnings for 2019 are subject to the resolution in the shareholders’ meeting to be
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held in June 2020.

23. NET PROFIT FROM CONTINUING OPERATIONS
Net Profit from Continuing Operations
a. Other income
For the Year Ended December 31
2019
2018
Interest income
Dividend income

$

11,095
10,592

$

7,042
10,770

$

21,687

$

17,812

b. Other gains and losses
For the Year Ended December 31
2019
2018
Foreign exchange gains
Foreign exchange losses
Net loss on financial assets designated as at FVTPL
(Loss) gain on disposal of financial assets designated as at
FVTPL
Gain on disposal of investment
(Loss) gain on disposal of property, plant and equipment
Insurance claims
Others

$ 233,650
(230,115)
(1,208)

$ 381,458
(301,064)
(8,255)

(5,286)
(1,697)
19,811

4,812
10,487
30,401
274,848
(2,524)

$

15,155

$ 390,163

c. Finance costs

For the Year Ended December 31
2019
2018
Interest on bank loans
Convertible bonds
Interest on lease liabilities

190

$ 18,229
8,676
1,376

$ 25,095
13,315
-

$ 28,281

$ 38,410

d. Depreciation and amortization
For the Year Ended December 31
2019
2018
An analysis of depreciation by function
Operating costs
Operating expenses

An analysis of amortization by function
Operating costs
Operating expenses

$ 115,478
78,539

$

95,830
40,578

$ 194,017

$ 136,408

$

1,868
11,481

$

2,095
9,374

$

13,349

$

11,469

e. Employee benefits expense
For the Year Ended December 31
2019
2018
Post-employment benefits
Defined contribution plan
Defined benefit plans

$

18,051
753
18,804

Share-based payments
Equity-settled
Other employee benefits

$

21,642
537
22,179

5,647
1,237,007

5,298
1,281,003

Total employee benefits expense

$ 1,261,458

$ 1,308,480

An analysis of employee benefits expense by function
Operating costs
Operating expenses

$

$

863,047
398,411

$ 1,261,458

843,872
464,608

$ 1,308,480

f. Employees’ compensation and remuneration of directors and supervisors
The Company accrued employees’ compensation and remuneration of directors and supervisors at the
rates no less than 1% and no higher than 5%, respectively, of net profit before income tax, employees’
compensation, and remuneration of directors and supervisors. The employees’ compensation and
remuneration of directors and supervisors for the years ended December 31, 2019 and 2018 which have
been approved by the Company’s board of directors on March 27, 2020 and March 8, 2019, respectively,
were as follows:
Amount
For the Year Ended December 31
2019
2018
Cash
Cash
Employees’ compensation
Remuneration of directors and supervisors

$ 17,110
10,550
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$ 26,899
11,550

If there is a change in the amounts after the annual consolidated financial statements were authorized for
issue, the differences are recorded as a change in the accounting estimate.
There is no difference between the actual amounts of employees’ compensation and remuneration of
directors and supervisors paid and the amounts recognized in the consolidated financial statements for
the years ended December 31, 2018 and 2017.
Information on the employees’ compensation and remuneration of directors and supervisors resolved by
the Company’s board of directors is available at the Market Observation Post System website of the
Taiwan Stock Exchange.

24. INCOME TAXES RELATING TO CONTINUING OPERATIONS
a. Income tax expense recognized in profit or loss are as follows:
For the Year Ended December 31
2019
2018
Current tax
In respect of the current year
Income tax expense of unappropriated earnings
Adjustments for prior year

$

87,063
8,150
8,341
103,554

Deferred tax
In respect of the current year
Adjustments to deferred tax attributable to changes in tax rates
and laws

Income tax expense recognized in profit or loss

$

78,513
224
78,737

8,571

6,322

8,571

11,249
17,571

$ 112,125

$

96,308

A reconciliation of accounting profit and income tax expense is as follows:
For the Year Ended December 31
2019
2018
Profit before tax from continuing operations

$ 610,602

$ 727,940

Income tax expense calculated at the statutory rate
Deductible gains in determining taxable income
Deferred tax effect of earnings of subsidiary
Additional income tax on unappropriated earnings
Unrecognized deductible temporary differences
Effect of tax rate changes
Effect of different tax rates of the Group operating in other
jurisdictions
Adjustments for prior years’ tax

$ 122,121
(3,813)
4,670
8,150
(38,306)
-

$ 145,588
(16,952)
(3,894)
(56,883)
11,249

Income tax expense recognized in profit or loss

$ 112,125

10,962
8,341

16,976
224
$

96,308

The Income Tax Act in the ROC was amended in 2018, and the corporate income tax rate was adjusted
from 17% to 20%. In addition, the rate of the corporate surtax applicable to the 2018 unappropriated
earnings will be reduced from 10% to 5%. The applicable tax rate used by subsidiaries in China is 25%.
Tax rates used by other groups operating in other jurisdictions are based on the tax laws in those
jurisdictions.
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b. Deferred tax assets and liabilities
The movements of deferred tax assets and deferred tax liabilities were as follows:
For the year ended December 31, 2019

Opening
Balance

Recognized
in Profit or
Loss

Recognized
in Other
Comprehensive Income

$

$

Closing
Balance

Deferred tax assets
Temporary differences
Foreign exchange losses
Write-down of inventories
Unrealized intercompany gain
Foreign subsidiaries’ investment profits and
losses
FVTPL financial liabilities
Defined benefit obligation
Accrued employee benefit
Others

$

512
4,883
2,169
26,018
2,058
8,454
5,449
545

6,326
(503)
553
(3,727)
(1,462)
(1,648)
1,216
(522)

$

50,088

$

$

(7,966)
(407)

$

233

-

$

(567)
$

(567)

6,838
4,380
2,722
22,291
596
6,239
6,665
23

$

49,754

$

(15,879)
(355)

Deferred tax liabilities
Temporary differences
Foreign exchange gains
FVTPL financial assets
Foreign subsidiaries’ investment profits and
losses
Others

(120,862)
(165)
$ (129,400)

(7,913)
52

$

(943)
$

(8,804)

$

-

(121,805)
(165)

-

$ (138,204)

For the year ended December 31, 2018

Opening
Balance

Recognized
in Profit or
Loss

Recognized
in Other
Comprehensive Income

$

$

Closing
Balance

Deferred tax assets
Temporary differences
Foreign exchange losses
Write-down of inventories
Unrealized intercompany gain
Foreign subsidiaries’ investment profits and
losses
FVTPL financial liabilities
Defined benefit obligation
Accrued employee benefit
Others

$

2,403
5,758
2,181
20,944
13
8,089
4,573
737

$

44,698

(1,891)
(875)
(12)
5,074
2,045
556
876
(192)

$

5,581

-

$

(191)
$

(191)

512
4,883
2,169
26,018
2,058
8,454
5,449
545

$

50,088

(Continued)
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Opening
Balance

Recognized
in Profit or
Loss

Recognized
in Other
Comprehensive Income

$

$

Closing
Balance

Deferred tax liabilities
Temporary differences
Foreign exchange gains
FVTPL financial assets
Foreign subsidiaries’ investment profits and
losses
Others

$

(3,104)
(271)
(102,732)
(141)

$ (106,248)

(4,862)
(136)
(18,130)
(24)

$

(23,152)

-

$

$

(7,966)
(407)
(120,862)
(165)

-

$ (129,400)

(Concluded)
c. Income tax assessments
The tax returns through 2017 have been assessed by the tax authorities, and the Group agrees with the
assessment.

25. EARNINGS PER SHARE
The earnings and weighted average number of ordinary shares outstanding in the computation of earnings
per share are as follows:
Net Profit for the Year
For the Year Ended December 31
2019
2018
Profit for the year attributable to owners of the Company
Less: Dividends on preference shares
Earnings used in the computation of basic earnings per share
Effect of potentially dilutive ordinary shares
Interest on convertible bonds

$ 487,589
(1,496)
486,093

$ 618,337
618,337

8,676

13,315

Earnings used in the computation of diluted earnings per share

$ 494,769

$ 631,652

The weighted average number of ordinary shares outstanding (in thousand shares) is as follows:
For the Year Ended December 31
2019
2018
Weighted average number of ordinary shares used in computation of
basic earnings per share
Effect of potentially dilutive ordinary shares
Convertible bonds
Employee share options
Employees’ compensation or bonus issue to employees
Convertible preference shares
Weighted average number of ordinary shares used in the
computation of diluted earnings per share
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118,588

107,808

11,412
476
487
548

18,136
1,108
600
-

131,511

127,652

If the Group offered to settle compensation paid to employees in cash or shares, the Group will assume the
entire amount of the compensation or bonus would be settled in shares and the resulting potential shares were
included in the weighted average number of shares outstanding used in the computation of diluted earnings
per share, if the effect is dilutive. Such dilutive effect of the potential shares is included in the computation
of diluted earnings per share until the number of shares to be distributed to employees is resolved in the
following year.

26. SHARE-BASED PAYMENT ARRANGEMENTS
a. Employee share option plan of the Company
1) Qualified employees of the Company and its subsidiaries were granted 6,000 options in March 2014
and June 2013. Each option entitles the holder to subscribe for one thousand ordinary shares of the
Company. The options granted are valid for 6 years exercisable at certain percentages after the second
anniversary from the grant date. The options were granted at an exercise price equal to the closing
price of the Company’s ordinary shares listed on the Taipei Exchange on the grant date. For any
subsequent changes in the Company’s capital surplus, the exercise price is adjusted accordingly.
2019
Granted 2014
Granted 2013
WeightedWeightedNumber of
average
Number of
average
Options (In
Exercise
Options (In
Exercise
Thousands) Price (NT$) Thousands) Price (NT$)
Balance at January 1
Options exercised
Options forfeited

212
(113 )
(57 )

Balance at December 31

42

Options exercisable, end of
period

42

$ 33.20
30.95
-

318
(267 )
(51 )

30.80

-

2018
Granted 2014
Granted 2013
WeightedWeightedNumber of
average
Number of
average
Options (In
Exercise
Options (In
Exercise
Thousands) Price (NT$) Thousands) Price (NT$)

$ 14.50
14.50
-

274
(62 )
-

-

212

-

$ 35.30
34.96
33.20

212

1,055
(737 )
-

$ 15.40
14.87
-

318

14.50

318

Information on outstanding options as of December 31, 2019 and 2018 was as follows:
December 31

Range of exercise price ($)
Weighted-average remaining contractual life (in years)

2019

2018

$30.80
0.22

$14.5-$33.2
0.47-1.22

Options granted in March 2014 and June 2013 were priced using the Black-Scholes pricing model
and the inputs to the model were as follows:

Grant-date share price
Exercise price
Expected volatility
Expected life (in years)
Expected dividend yield
Risk-free interest rate

March 2014

June 2013

$48
$48
37.04%
4.25 years
0.00%
1.07%

$21.3
$21.3
36.55%
4.25 years
0.00%
0.99%

Expected volatility was based on the historical share price volatility.
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2) Qualified employees of the Company and its subsidiaries were granted 3,926 options in March 2015
and April 2014. Each option entitles the holder to subscribe for one thousand ordinary shares of the
Company. The options granted are valid for 6 years exercisable at certain percentages after the second
anniversary from the grant date. The options were granted at an exercise price equal to the highest
closing price of the Company’s ordinary shares listed on the GreTai Securities Market on the day
before the grant date, on the grant date and on the day after it, or the average closing price of the three
days. For any subsequent changes in the Company’s capital surplus, the exercise price is adjusted
accordingly.
2019
Granted 2015
Granted 2014
WeightedWeightedNumber of
average
Number of
average
Options (In
Exercise
Options (In
Exercise
Thousands) Price (NT$) Thousands) Price (NT$)
Balance at January 1
Options exercised
Options forfeited

600
(90 )
(5 )

Balance at December 31

505

Options exercisable, end of
period

505

$ 32.00
31.74
29.70

1,616
(278 )
(437 )
901

$ 36.80
35.01
34.20

901

2018
Granted 2015
Granted 2014
WeightedWeightedNumber of
average
Number of
average
Options (In
Exercise
Options (In
Exercise
Thousands) Price (NT$) Thousands) Price (NT$)
635
(35 )
600

$ 34.00
33.86
32.00

417

2,143
(507 )
(20 )

$ 39.10
37.97
36.80

1,616

36.80

1,616

Information on outstanding options as of December 31, 2019 and 2018 was as follows:
December 31

Range of exercise price ($)
Weighted-average remaining contractual life (in years)

2019

2018

$29.7-$34.2
0.28-1.22

$32.0-$36.8
1.28-2.22

Options granted in March 2015 and April 2014 were priced using the Black-Scholes pricing model
and the inputs to the model were as follows:

Grant-date share price
Exercise price
Expected volatility
Expected life (years)
Expected dividend yield
Risk-free interest rate

March 2015

April 2014

$43
$43
34.65%
4.38 years
0.00%
1.04%

$53.8
$53.8
37.11%
4.38 years
0.00%
1.09%

Expected volatility was based on the historical share price volatility.
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3) Qualified employees of the Company and its subsidiaries were granted 2,200 options in June 2018.
Each option entitles the holder to subscribe for one thousand ordinary shares of the Company. The
options granted are valid for 5 years exercisable at certain percentages after the second anniversary
from the grant date. The options were granted at an exercise price equal to the highest closing price
of the Company’s ordinary shares listed on the GreTai Securities Market on the day before the grant
date, on the grant date and on the day after it, or the average closing price of the three days. For any
subsequent changes in the Company’s capital surplus, the exercise price is adjusted accordingly.
2019
Granted 2019
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price (NT$)
Balance at January 1
Options granted
Options forfeited
Options expired

590
(28)

Balance at December 31

562

Options exercisable, end of
period
Weighted-average fair value of
options granted ($)

$

Granted 2018
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price (NT$)

44.3
-

1,610
(427)

44.3

1,183

-

$

2018
Granted 2018
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price (NT$)

46.4
43.1

1,610
-

43.1

1,610

-

$

49.3
46.4

-

11.1308

11.9957

Information on outstanding options as of December 31, 2019 and 2018 was as follows:
December 31

Range of exercise price ($)
Weighted-average remaining contractual life (in years)

2019

2018

$43.1-$44.3
3.45-4.36

$46.4
4.45

Options granted in May 2019 and June 2018 were priced using the Black-Scholes pricing model and
the inputs to the model were as follows:

Grant-date share price
Exercise price
Expected volatility
Expected dividend yield
Risk-free interest rate
Expected life (years)

May 2019

June 2018

$47.7
$47.7
29.52%
0.00%
0.57%
3.75 years

$49.3
$49.3
30.7%
0.00%
0.66%
3.75 years

Expected volatility was based on the historical share price volatility.
Compensation cost recognized were $5,647 thousand and $5,298 thousand for years ended December
31, 2019 and 2018, respectively.
The weighted-average share price at the date of exercise of share options for the years ended
December 31, 2019 and 2018 was $46.41 and $47.58, respectively.
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27. BUSINESS COMBINATIONS
Kwong Lung-Omon Company Limited Acquired
a. Subsidiaries acquired

Subsidiary
Kwong Lung-Omon
Company Limited

Principal Activity

Date of
Acquisition

Manufacturing and January 1, 2018
selling of apparel.

Proportion of
Voting Equity
Interests
Acquired (%)

Consideration
Transferred

100

$ 38,422

The merger company acquired Viet Tien Meko Company Limited in 2018 to continue to expand the
market. On January 10, 2018, it was renamed “Kwong Lung-O Mon Company Limited” by “Viet Tien
Meko Company Limited”.
b. Consideration transferred
Kwong LungOmon
Company
Limited
Prepayments for investments in shares

$ 38,422

c. Assets acquired and liabilities assumed at the date of acquisition
Kwong LungOmon
Company
Limited
Current assets
Cash and cash equivalents
Trade receivables and other receivables
Inventories
Other current assets
Non-current assets
Property, plant and equipment
Other intangible assets
Current liabilities
Other payables
Current tax liabilities

$ 16,202
15,438
1,780
720
20,700
9,226
(13,420)
(282)
$ 50,364
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d. Goodwill recognized on acquisition
January 1, 2018
Consideration paid in cash
Plus: The fair value of the acquirer's previous interest in the acquiree at the
acquisition date
Less: Fair value of identifiable net assets acquired

$ 38,422

Goodwill recognized on acquisition

$ 22,022

33,964
(50,364)

The goodwill recognized in the acquisitions of Kwong Lung-OMon Company Limited mainly represents
the control premium included in the cost of the combinations. In addition, the consideration paid for the
combinations effectively included amounts attributed to the benefits of expected synergies, revenue
growth, future market development and the assembled workforces of Kwong Lung-OMon Company
Limited. These benefits are not recognized separately from goodwill because they do not meet the
recognition criteria for identifiable intangible assets.
e. Net cash outflow on acquisition of subsidiary
January 1, 2018
Prepayments for investments in shares
Cash and cash equivalent balance acquired

$ (38,422)
$ 16,202

28. CAPITAL MANAGEMENT
The Group manages its capital to ensure that entities in the Group will be able to continue as going concerns
while maximizing the return to stakeholders through the optimization of the debt and equity balance. The
Group’s overall strategy has no significant variations.
The capital structure of the Group consists of net debt (borrowings offset by cash) and equity attributable to
owners of the Company (comprising issued capital, reserves, retained earnings and other equity).
The Group is not subject to any externally imposed capital requirements.

29. FINANCIAL INSTRUMENTS
a. Fair value of financial instruments that are not measured at fair value
December 31, 2019
Carrying
Amount

Fair Value

$

$

Financial liabilities
Financial liabilities at amortized cost
Convertible bonds
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-

-

December 31, 2018
Carrying
Amount

Fair Value

$ 789,886

$ 832,400

Financial liabilities
Financial liabilities at amortized cost
Convertible bonds

b. Fair value of financial instruments that are measured at fair value on a recurring basis
1) Fair value hierarchy
December 31, 2019
Level 1

Level 2

Level 3

Total

Financial assets at FVOCI
Investments in equity
instruments
Listed shares and emerging
market shares

$ 367,840

$

-

$

-

$ 367,840

Financial assets at FVTPL
Derivative financial assets

$

-

$

1,772

$

-

$

1,772

Financial liabilities at FVTPL
Derivative financial liabilities

$

-

$

2,980

$

-

$

2,980

December 31, 2018
Level 1

Level 2

Level 3

Total

Financial assets at FVOCI
Investments in equity
instruments
Listed shares and emerging
market shares

$ 100,700

$

-

$

-

$ 100,700

Financial assets at FVTPL
Derivative financial assets

$

-

$

2,034

$

-

$

2,034

Financial liabilities at FVTPL
Derivative financial liabilities

$

-

$

10,289

$

-

$

10,289

There were no transfers between Levels 1 and 2 in the current and prior periods.
2) Valuation techniques and inputs applied for Level 2 fair value measurement
Financial Instruments
Derivatives - foreign currency
forward contracts and
foreign currency swap
contracts

Valuation Techniques and Inputs
Discounted cash flow.
Future cash flows are estimated based on observable forward
exchange rates at the end of the reporting period and contract
forward rates, discounted at a rate that reflects the credit risk
of various counterparties.
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c. Categories of financial instruments
December 31
2019

2018

Financial assets
FVTPL
Mandatorily classified as at FVTPL
Financial assets at amortized cost (1)
Financial assets at FVTOCI

$

1,772
2,297,919
367,840

$

2,034
1,956,785
100,700

Financial liabilities
FVTPL
Held for trading
Amortized cost (2)

2,980
1,909,358

10,289
2,376,493

1) The balances include financial assets at amortized cost, which comprise cash and cash equivalents,
debt investments, and notes receivable, and trade receivables and other receivables.
2) The balances include financial liabilities at amortized cost, which comprise short-term and long-term
loans, short-term bills payable, notes payable, trade and other payables, and bonds issued.
d. Financial risk management objectives and policies
The Group’s major financial instruments include equity investments, trade receivable, other receivables,
trade payables, other payables and borrowings and lease liabilities. The Group’s Corporate Treasury
function provides services to the business, coordinates access to domestic and international financial
markets, monitors and manages the financial risks relating to the operations of the Group through internal
risk reports which analyze exposures by degree and magnitude of risks. These risks include market risk
(including currency risk, interest rate risk and other price risk), credit risk and liquidity risk.
The Group sought to minimize the effects of these risks by using derivative financial instruments to hedge
risk exposures. The use of financial derivatives was governed by the Group’s policies approved by the
board of directors, which provided written principles on foreign exchange risk, interest rate risk, credit
risk, the use of financial derivatives and non-derivative financial instruments, and the investment of
excess liquidity. Compliance with policies and exposure limits was reviewed by the internal auditors on
a continuous basis. The Group did not enter into or trade financial instruments, including derivative
financial instruments, for speculative purposes.
1) Market risk
The Group’s activities exposed it primarily to the financial risks of changes in foreign currency
exchange rates (refer to (a) below) and interest rates (refer to (b) below). The Group entered into
forward foreign exchange contracts to manage its exposure to foreign currency risk.
a) Foreign currency risk
Several subsidiaries of the Company had foreign currency sales and purchases, which exposed
the Group to foreign currency risk. Exchange rate exposures were managed within approved
policy parameters utilizing forward foreign exchange contracts.
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The carrying amounts of the Group’s foreign currency denominated monetary assets and
monetary liabilities (including those eliminated on consolidation) and of the derivatives exposed
to foreign currency risk at the end of the reporting period are set out in Note 34.
December 31
2019

2018

Assets
JPY
USD
EUR

$

1,575
197

$

320
1,714
-

Liabilities
JPY
USD
EUR

2,921
59

300
9,989
-

Sensitivity analysis
The Group is mainly exposed to the USD, JPY, VND and EUR.
The following table details the Group’s sensitivity to a 3% increase and decrease in New Taiwan
dollars (the functional currency) against the relevant foreign currencies. The sensitivity rate of
3% is used when reporting foreign currency risk internally to key management personnel and
represents management’s assessment of the reasonably possible change in foreign exchange rates.
The sensitivity analysis included only outstanding foreign currency denominated monetary items
and adjusts their translation at the end of the reporting period for a 3% change in foreign currency
rates. A positive number below indicates an increase in pre-tax profit and other equity associated
with New Taiwan dollars weakening by 3% against the relevant currency. For a 3% strengthening
of New Taiwan dollars against the relevant currency, there would be an equal and opposite impact
on pre-tax profit and other equity and the balances below would be negative.
USD Impact
For the Year Ended December 31
2019
2018
Profit or loss*

$ 18,228

$ 26,994

VND Impact
For the Year Ended December 31
2019
2018

JPY Impact
For the Year Ended December 31
2019
2018
$

5,694

$ 10,463

EUR Impact
For the Year Ended December 31
2019
2018

Profit or loss*
$ (2,135)
$
(665)
$ (3,056)
$ (4,597)
27.
28. * This was mainly attributable to the exposure on outstanding foreign currency cash, trade
receivables, other receivables, borrowings, trade payables, and other payables, which were
not hedged at the end of the year.
29.
b) Interest rate risk
The Group is exposed to interest rate risk because entities in the Group borrowed funds at both
fixed and floating interest rates. The risk is managed by the Group by maintaining an appropriate
mix of fixed and floating rate borrowings.
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The carrying amounts of the Group’s financial assets and financial liabilities with exposure to
interest rates at the end of the reporting period were as follows:
December 31

Fair value interest rate risk
Financial assets
Financial liabilities
Cash flow interest rate risk
Financial assets
Financial liabilities

2019

2018

$ 631,467
287,432

$ 318,927
942,246

576,848
999,542

528,033
444,200

Sensitivity analysis
The sensitivity analyses below were determined based on the Group’s exposure to interest rates
for both derivatives and non-derivative instruments at the end of the reporting period. For floating
rate liabilities, the analysis was prepared assuming the amount of the liability outstanding at the
end of the reporting period was outstanding for the whole year. A 50 basis point increase or
decrease was used when reporting interest rate risk internally to key management personnel and
represents management’s assessment of the reasonably possible change in interest rates.
If interest rates had been 50 basis points higher/lower and all other variables were held constant,
the Group’s pre-tax profit for the years ended December 31, 2019 and 2018 would
decrease/increase by $2,113 thousand and increase/decrease by $419 thousand, respectively,
which was mainly attributable to the Group’s exposure to interest rates on its variable-rate bank
borrowings.
c) Other price risk
The Group was exposed to equity price risk through its investments in listed equity securities.
The Group does not actively trade these investments. The Group’s equity price risk is mainly
concentrated on equity instruments operating in the ROC.
Sensitivity analysis
The sensitivity analysis below was determined based on the exposure to equity price risks at the
end of the year.
If equity prices had been 10% higher/lower, the pre-tax other comprehensive income for the years
ended December 31, 2019 and 2018 would have increase/decrease by $36,784 thousand and
$10,070 thousand, respectively, as a result of the changes in fair value of financial asset at FVOCI.
2) Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the Group. At the end of the year, the Group’s maximum exposure to credit risk,
which would cause a financial loss to the Group due to the failure of the counterparty to discharge its
obligation could arise from the carrying amount of the respective recognized financial assets as stated
in the balance sheets.
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In order to minimize credit risk, management of the Group has delegated a team responsible for
determining credit limits, credit approvals and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Group reviews the recoverable amount of
each individual trade debt at the end of the reporting period to ensure that adequate allowances are
made for irrecoverable amounts. In this regard, management believes the Group’s credit risk was
significantly reduced.
The credit risk on liquid funds and derivatives was limited because the counterparties are banks with
good credit ratings assigned by international credit-rating agencies.
Ongoing credit evaluation is performed on the financial condition of trade receivables and, where
appropriate, credit guarantee insurance cover is purchased.
Counterparties of trade receivables consisted of a large number of different customers, spread across
apparel, down material, home textile industry and geographical areas. Ongoing credit evaluation is
performed on the customers’ financial condition. The Group’s concentration of credit risk by
geographical location was mainly in the U.S. and Japan.
3) Liquidity risk
The Group manages liquidity risk by monitoring and maintaining a level of cash deemed adequate to
finance the Group’s operations and mitigate the effects of fluctuations in cash flows. In addition,
management monitors the utilization of bank borrowings and ensures compliance with loan covenants.
The Group relies on bank borrowings as a significant source of liquidity. As of December 31, 2019
and 2018, the Group had available unutilized bank loan facilities in the amounts of $6,222,169
thousand and $6,740,672 thousand, respectively.
a) Liquidity and interest rate risk tables for non-derivative financial liabilities
The following table details the Group’s remaining contractual maturity for its non-derivative
financial liabilities with agreed repayment periods. The table has been drawn up based on the
undiscounted cash flows of financial liabilities from the earliest date on which the Group can be
required to pay. The table includes both interest and principal cash flows. Specifically, bank loans
with a repayment on demand clause were included in the earliest time band regardless of the
probability of the banks choosing to exercise their rights. The maturity dates for other nonderivative financial liabilities were based on the agreed repayment dates.
December 31, 2019

Non-interest bearing
Lease liabilities
Borrowings

On
Demand or
Less than
1 Month

1-3 Months

3 Months to
1 Year

$ 587,397
3,504
113,667

$ 225,164
6,332
146,096

$ 704,568

$ 377,592
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1-5 Years

5+ Years

$ 86,746
24,456
109,318

$

$

$ 220,520

$ 911,285

50,024
861,261

4,589
11,314

$ 15,903

December 31, 2018
On Demand or
Less than
1 Month
Non-interest bearing
Bonds payable
Borrowings

1-3 Months

3 Months to
1 Year

1-5 Years

$

784,313
19,208

$

403,654
114,485

$

69,313
800,000
251,390

$

219,039

$

803,521

$

518,139

$ 1,120,703

$

219,039

b) Liquidity and interest rate risk table for derivative financial liabilities
The following table details the Group’s liquidity analysis of its derivative financial instruments.
The table is based on the undiscounted contractual net cash inflows and outflows on derivative
instruments that settle on a net basis or on the undiscounted gross outflows on those derivatives
that require gross settlement.
December 31, 2019
On Demand or
Less than
1 Month

1-3 Months

3 Months to
1 Year

$ 171,941

$ 211,150

1-3 Months

3 Months to
1 Year

$ 320,389

$ 215,097

Gross settled - outflows
Foreign exchange forward contracts
and foreign currency swap
contracts

$

29,992

December 31, 2018
On Demand or
Less than
1 Month
Gross settled- outflows
Foreign exchange forward contracts

$

-

30. TRANSACTIONS WITH RELATED PARTIES
Besides the information disclosed elsewhere in other notes, details of transactions between the Group and
other related parties are disclosed as follows.
a. Related parties and relationships
Related Party

Relationship with the Group

Snowdown Merchandise Corporation
Koutou Co., Ltd.
BBL Premium Co., Ltd.

Investments in associate
Subsidiary of investments in associate
Investments in associate
(Continued)

205

Related Party

Relationship with the Group

Daquan Hanshi Co., Ltd.
Gong Tong Zu Lin Co., Ltd.
JFT Circuit Limited

Kwong Lung-Omon Company Limited

Kai Sheng Investment Co., Ltd.
Ou Li Investment Co., Ltd.
Cave & Wine Co., Ltd.
Huang Lu Investment Co., Ltd.
Fortune Phoenix Insurance Brokerage Service
Corporation

Investments in associate of subsidiary
Investments in associate of subsidiary
Substantively related party (became
substantially related party beginning in May
2017; became a non-consolidated company’s
related party as of June 2018)
Subsidiary (formerly a joint venture company
which became a subsidiary in January 2018;
changed its name from “Viet Tien Meko
Company Limited” to “Kwong Lung-Omon
Company Limited” on January 10, 2018)
Substantively related party
Substantively related party
Substantively related party
Substantively related party
Substantively related party
(Concluded)

b. Sales of goods
For the Year Ended December 31
2019
2018

Related Party
JFT Circuit Limited
Daquan Hanshi Co., Ltd.
BBL Premium Co., Ltd.

$

1,414
19,425

$

55,604
357
-

$

20,839

$

55,961

The sale of goods to related parties were made at cost plus.
c. Receivables from related parties
December 31
Related Party

2019

BBL Premium Co. Ltd.

$

2018

18,475

$

-

The outstanding trade receivables from related parties are unsecured. For the years ended December 31,
2019 and 2018, no impairment loss was recognized for trade receivables from related parties.
d. Payables to related parties (not including loans from related parties)
December 31
Related Party

2019

2018

Other payables
Investments in associates
Substantively related parties
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$

315
23

$

105
-

$

338

$

105

The outstanding trade payables to related parties are unsecured.
e. Acquisitions of property, plant and equipment
Purchase Price
For the Year Ended December 31
2019
2018

Related Party
Gong Tong Zu Lin Co., Ltd.

$

-

$

2,130

f. Disposals of property, plant and equipment
Proceeds
For the Year
Ended December 31
2019
2018

Related Party
BBL Premium Co., Ltd.
Gong Tong Zu Lin Co., Ltd.

(Loss) on Disposal
For the Year
Ended December 31
2019
2018

$

3,304
1,352

$

-

$

(265)
(68)

$

-

$

4,656

$

-

$

(333)

$

-

g. Lease arrangements
For the Year Ended December 31
2019
2018

Related Party
Acquisition of right-of-use assets
Gong Tong Zu Lin Co., Ltd.

$

4,452

$

-

December 31
Account

Related Party

2019

Lease liabilities

Gong Tong Zu Lin Co., Ltd.

$

2018

2,627

$

-

For the Year Ended December 31
2019
2018

Related Party
Interest expense
Gong Tong Zu Lin Co., Ltd.

$

46

$

-

$

-

$

1,248

Lease expense
Gong Tong Zu Lin Co., Ltd.
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h. Acquisitions of financial assets
For the year ended December 31, 2019: None.
For the year ended December 31, 2018

Related Party

Number of
Shares

Account

Snowdown Merchandise Financial assets at One shares with
Corporation
amortized cost par value of
non-current
$10,000
thousand
i.

Underlying
Assets

Purchase
Price

Five-year private
corporate bond
with no active
market

$ 10,000

Loans to related parties (refer to Table 1)
December 31
Related Party

2019

Other receivables
Snowdown Merchandise Corporation

$ 120,000

$

-

For the Year Ended December 31
2019
2018

Related Party
Interest income
Snowdown Merchandise Corporation
j.

2018

$

1,326

$

-

Other income
For the Year Ended December 31
2019
2018

Related Party
Other income
Daquan Hanshi Co., Ltd.
Snowndown Merchandise Corporation
BBL Premium Co., Ltd.

$

1,337
1,636
820

$

1,337
1,499
-

$

3,793

$

2,836

k. Expenses
For the Year Ended December 31
2019
2018

Related Party
Investments in associates
Substantively related parties

$

6,482
3,805

$

1,400

$

10,287

$

1,400

The expenses included rents, other expenses, etc.
l.

Other transactions with related parties
The Company’s board of directors on December 13, 2019 resolved to acquire property, plant and
equipment from Koutou Co., Ltd. The expected transaction amounted to $114,745 thousand.
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m. Compensation of key management personnel
For the Year Ended December 31
2019
2018
Short-term employee benefits
Post-employment benefits
Share-based payments

$

53,387
808
875

$

61,094
710
726

$

55,070

$

62,530

The remuneration of directors and key executives, as determined by the remuneration committee, was
based on the performance of individuals and market trends.

31. ASSETS PLEDGED AS COLLATERAL OR FOR SECURITY
The following assets were provided as collateral for bank borrowings and letters of credit:
December 31
2019
Pledged deposits
Land
Buildings, net

2018

$

5,178
21,240
2,274

$

2
236,840
2,613

$

28,692

$ 239,455

32. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED COMMITMENTS
In addition to those disclosed in other notes, significant commitments and contingencies of the Group as of
December 31, 2019 and 2018 were as follows:
Significant Commitments
a. Unused letters of credit for purchases of raw materials as follows:
December 31

USD
EUR
NTD

2019

2018

$ 3,013
$
509
$ 50,196

$ 2,121
$
829
$ 44,434

b. As of December 31, 2019 and 2018, guarantees issued by financial institutions for purchases of raw
materials and development of technology amounted to $40,000 thousand and $51,954 thousand,
respectively.
c. As of December 31, 2019 and 2018, notes provided as refundable deposits for bank borrowing and
purchases of raw materials were $106,000 thousand and $107,146 thousand, respectively.
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d. As of December 31, 2019 and 2018, commitments for purchases of machinery and equipment were as
follows:
December 31
2019
Unpaid amounts of the purchases
NTD
USD

$

2018

1,277
-

$

1,774
356

33. SIGNIFICANT EVENT AFTER THE REPORTING PERIOD
a. The Company’s board of directors approved to finance $120,000 thousand to Snowdown Merchandise
Corporation on March 27, 2020.
b. The Company’s board of directors approved to acquire treasury shares on March 27, 2020.

34. SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES
The Group’s significant financial assets and liabilities denominated in foreign currencies aggregated by the
foreign currencies other than functional currencies of the entities in the Group and the related exchange rates
between foreign currencies and respective functional currencies were as follows:
December 31, 2019
Foreign
Currency

Carrying
Amount

Exchange Rate

Financial assets
Monetary items
USD
USD
USD
JPY
VND
EUR
EUR
Non-monetary items
Investments accounted for using equity
method
USD
CAD

$

51,751
3,867
23,242
690,082
28,948,665
26
38

29.98 (USD:NTD)
6.964 (USD:CNY)
23,240 (USD:VND)
0.2760 (JPY:NTD)
0.000043 (VND:USD)
33.59 (EUR:NTD)
4.237 (EUR:PLN)

$

1,551,495
115,933
696,795
190,463
37,344
873
1,276

698
335

29.98 (USD:NTD)
22.99 (CAD:NTD)

20,919
7,711

39,599
2,839
16,155
2,371
82,124,087
3,097

29.98 (USD:NTD)
6.964 (USD:CNY)
23,240 (USD:VND)
0.276 (JPY:NTD)
0.000043 (VND:USD)
33.59 (EUR:NTD)

1,187,178
85,113
484,327
654
108,520
104,028

Financial liabilities
Monetary items
USD
USD
USD
JPY
VND
EUR
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December 31, 2018
Foreign
Currencies

Carrying
Amount

Exchange Rate

Financial assets
Monetary items
USD
USD
USD
JPY
VND
EUR
CNY
Non-monetary items
Investments accounted for using equity
method
USD

$

56,014
10,124
20,271
1,257,411
77,988,127
93
2,302

30.715 (USD:NTD)
6.8930(USD:CNY)
25,596 (USD:VND)
0.2782 (JPY:NTD)
0.000039 (VND:USD)
35.2 (EUR:NTD)
4.472 (CNY:NTD)

$

1,720,470
310,959
622,624
349,812
93,586
3,274
10,295

722

30.715 (USD:NTD)

22,183

40,757
1,221
15,136
3,779
96,467,744
4,446

30.715 (USD:NTD)
6.8930 (USD:CNY)
25,596 (USD:VND)
0.2782 (JPY:NTD)
0.000039 (VND:USD)
35.2 (EUR:NTD)

1,251,851
37,503
464,902
1,051
115,761
156,499

Financial liabilities
Monetary items
USD
USD
USD
JPY
VND
EUR

The significant realized and unrealized foreign exchange gains (losses) were as follows:
For the Year Ended December 31
2019
Foreign
Currencies
VND
NTD
USD
CNY
JPY
PLN

Exchange Rate

2018
Net Foreign
Exchange Gains
(Losses)

0.00130 (VND:NTD)
1 (NTD:NTD)
30.911 (USD:NTD)
4.4721 (CNY:NTD)
0.2837 (JPY:NTD)
8.0554 (PLN:NTD)

$

(497)
(9,789)
2,031
12,001
(10)
(201)

$

3,535

35. SEPARATELY DISCLOSED ITEMS
a. Information about significant transactions and investees:
1) Financing provided to others (Table 1)
2) Endorsements/guarantees provided (Table 2)
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Exchange Rate
0.00119 (VND:NTD)
1 (NTD:NTD)
30.149 (USD:NTD)
4.560 (CNY:NTD)
0.273 (JPY:NTD)
8.3624 (PLN:NTD)

Net Foreign
Exchange Gains
(Losses)
$

5,083
66,359
290
10,519
(1,857)

$ 80,394

3) Marketable securities held (excluding investments in subsidiaries, associates and joint ventures)
(Table 3)
4) Marketable securities acquired or disposed of at costs or prices of at least NT$300 million or 20% of
the paid-in capital (None)
5) Acquisition of individual real estate at costs of at least NT$300 million or 20% of the paid-in capital
(None)
6) Disposal of individual real estate at prices of at least NT$300 million or 20% of the paid-in capital
(None)
7) Total purchases from or sales to related parties amounting to at least NT$100 million or 20% of the
paid-in capital (Table 4)
8) Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital
(Table 5)
9) Trading in derivative instruments (Note 7)
10) Intercompany relationships and significant intercompany transactions (Table 6)
11) Information on investees (Table 7)
b. Information on investments in mainland China
1) Information on any investee company in mainland China, showing the name, principal business
activities, paid-in capital, method of investment, inward and outward remittance of funds, ownership
percentage, net income of investees, investment income or loss, carrying amount of the investment at
the end of the period, repatriations of investment income, and limit on the amount of investment in
the mainland China area (Table 8)
2) Any of the following significant transactions with investee companies in mainland China, either
directly or indirectly through a third party, and their prices, payment terms, and unrealized gains or
losses (Table 9):
a) The amount and percentage of purchases and the balance and percentage of the related payables
at the end of the period.
b) The amount and percentage of sales and the balance and percentage of the related receivables at
the end of the period.
c) The amount of property transactions and the amount of the resultant gains or losses.
d) The balance of negotiable instrument endorsements or guarantees or pledges of collateral at the
end of the period and the purposes.
e) The highest balance, the end of period balance, the interest rate range, and total current period
interest with respect to the financing of funds.
f) Other transactions that have a material effect on the profit or loss for the period or on the financial
position, such as the rendering or receipt of services.
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36. SEGMENT INFORMATION
Information reported to the chief operating decision maker for the purpose of resource allocation and
assessment of segment performance focuses on the types of goods or services delivered or provided.
Specifically, the Group’s reportable segments under IFRS 8 “Operating Segments” were as follows:
Apparel department - manufacturing, developing, designing and selling of apparel.
Down material department - manufacturing, developing and selling of down.
Home textile department - manufacturing, developing, designing and selling of bedding.
a. Segment revenues and results
The following was an analysis of the Group’s revenue and results from continuing operations by
reportable segment.
Segment Revenue
Segment Profit
For the Year Ended
For the Year Ended
December 31
December 31
2019
2018
2019
2018
Apparel department
Down material department
Home textile department
Others
Segment revenues
Eliminations
Segment revenue or segment
income
Other income
Other gains and losses
Finance costs
Share of profit or loss of
associates and joint ventures

$

4,627,974
3,508,134
1,728,533
1,042,658
10,907,299
(313,430)

$ 10,593,869

$

3,846,466
3,852,135
2,399,581
645,009
10,743,191
(588,879)

$

$ 10,154,312

442,471
115,151
34,691
3,215
595,528
-

$

595,528
21,687
15,155
(28,281)

349,438
17,812
390,163
(38,410)

6,513

Profit before tax (continuing
operations)

$

610,602

224,603
64,941
37,378
22,516
349,438
-

8,937

$

727,940

Segment profit represented the profit before tax earned by each segment without allocation of share of
profit or loss of associates and joint ventures, other income, other gains and losses, and finance costs.
This was the measure reported to the chief operating decision maker for the purpose of resource allocation
and assessment of segment performance.
b. Revenue from major products
The following is an analysis of the Group’s revenue from continuing operations by major products.
For the Year Ended December 31
2019
2018
Apparel products
Down material products
Home textile products
Others

$

4,627,974
3,229,224
1,694,013
1,042,658

$ 10,593,869
213

$

3,846,466
3,418,384
2,244,453
645,009

$ 10,154,312

c. Geographical information
The Group operates in four principal geographical areas - Taiwan, China, Vietnam and Japan.
The Group’s revenue from continuing operations from external customers by location of operations and
information about its non-current assets by location of assets are detailed below.
Revenue from
External Customers
For the Year Ended December 31
2019
2018
USA
Taiwan
China
Vietnam
Japan
Others

$

3,496,560
769,142
1,250,875
111,675
3,502,423
1,463,194

$

$ 10,593,869

Non-current Assets
December 31
2019
2018

2,503,235
432,902
1,459,740
187,178
3,832,131
1,739,126

$

1,010,404
254,239
552,610
213,203
104

$

893,063
282,137
558,182
112,178
107

$ 10,154,312

$

2,030,560

$

1,845,667

Non-current assets exclude non-current assets classified as financial instruments and deferred tax assets.
d. Information on major customers
Single customer that contributed 10% or more to the Group’s revenue was as follows:
For the Year Ended December 31
2019
2018
% to
Amount
Total
Amount

Customer
A
Note:

Note
The sales amount does not reach 10% of the Group’s revenue.
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-

$ 1,182,364

% to
Total
12

TABLE 1

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
FINANCING PROVIDED TO OTHERS
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

No.
(Note 1)

Lender

Borrower

0

Kwong Lung
Snowdown
Enterprise Co., Ltd.
Merchandise
Corporation

1

Manumech
Corporation

Note 1:

Financial Statement
Highest
Account
Related Party Balance for
(Note 2)
the Period

Ending
Balance

Actual
Borrowing
Amount

Interest Rate
(%)

Nature of
Financing
(Note 3)

1.5054

2

2.25

2

Other receivables
from related parties

Yes

$ 120,000

$ 120,000

$ 120,000

Intime Tech Co., Ltd. Other receivables
from related parties

Yes

8,545

8,136

8,136

Business
Transaction
Amount
(Note 4)
$

Reasons for
Allowance for
Short-term
Impairment
Financing
Loss
(Note 5)

- Operating
capital

- Operating
capital

$

Fill in the name of account in which the loans are recognized, such as receivables - related parties, current account with shareholders, prepayments, temporary payments, etc.

Note 3:

Purpose of fund financing for the borrower:
a.
b.

$ 2,012,804
(Note 6, a.)

$ 2,012,804
(Note 6, b.)

- Promissory
note

8,136

34,692
(Note 6, a.)

34,692
(Note 6, b.)

For those companies with business transactions, fill in 1.
For those companies with short-term financing needs, fill in 2.

Note 4:

Fill in the amount of business transactions when the nature of the loan is related to business transactions, which is the amount of business transactions occurred between the creditor and borrower in the current year.

Note 5:

Fill in purpose of the loan when nature of loan is for short-term financing, for example, repayment of loan, acquisition of equipment, working capital, etc.

Note 6:

a.
b.

Individual loans should not exceed 40% of the lender’s net equity of the prior year. For No. 0: $5,032,009 (net worth) × 40% ＝ $2,012,804; for No. 1: $86,730 (net worth) × 40% ＝ $34,692.
Total loans should not exceed 40% of the lender’s net equity of the prior year. For No. 0: $5,032,009 (net worth) × 40% ＝ $2,012,804; for No. 1: $86,730 (net worth) × 40% ＝ $34,692.
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Value

Aggregate
Financing
Limit
(Note 6)

$ 120,000

0 is the issuer.
Investees are listed by names and numbered starting with 1.

Note 2:

Item

Financing
Limit for
Each
Borrower
(Note 6)

- Promissory
note

The numbers denote the following:
a.
b.

Collateral

Note

TABLE 2

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
ENDORSEMENTS/GUARANTEES PROVIDED
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

Guaranteed Party
No.
(Note 1)

1

Note 1:

Manumech Corporation

Name

Intime Tech Co., Ltd.

2

$ 24,745
(Note 3)

$ 12,915

Ending Balance

$ 12,915

Amount Actually
Drawn

$

-

Amount of
Endorsement/
Guarantee
Collateralized by
Properties

$

-

Ratio of
Accumulated
Maximum
Endorsement/
Guarantee
Endorsement/
Guarantee to Net
Provided by Parent
Guarantee Amount
Equity per Latest
Company
Allowable
Financial
Statements
15%

The numbers denote the following:
a.
b.

Note 2:

Endorsement/Guarantee
Provider

Limited on
Endorsement/
Maximum Balance
Nature of
Guarantee Amount
for the Period
Relationship
Provided to Each
(Note 2)
Guaranteed Party

0 is the issuer.
Investees are listed by names and numbered starting with 1.

Relationship information of endorser and endorsee are categorized as follows:
a.
b.
c.
d.
e.
f.

Business deals between the Company and guarantee party.
Direct holding of more than 50% of the subsidiaries’ ordinary shares
Direct holding of more than 50% of the invested company’s ordinary shares by the Company and its subsidiaries.
Direct and indirect holding of more than 50% of the parent company’s ordinary shares.
Guarantee by the Company according to construction contract.
All capital contributing shareholders make endorsements on guarantees for their jointly invested company in proportion to their shareholding percentage.

Note 3:

a.
b.
c.

The maximum balance of endorsement/guarantee provided by the Company and to individual company cannot exceed 10% of the parent company’s net assets: $247,446 × 10% = $24,745.
The maximum balance of endorsement/guarantee provided by the Company cannot exceed 10% of the parent company’s net assets: $247,446 × 10% = $24,745.
The endorsement/guarantee amount to subsidiaries is not limited by the above-mentioned proportion.

Note 4:

The aforementioned intercompany transactions have been eliminated upon consolidation.
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$ 24,745
(Note 3)

Y

Guarantee
Provided by A
Subsidiary

Guarantee
Provided to
Subsidiaries in
Mainland China

N

Y

TABLE 3

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
MARKETABLE SECURITIES HELD
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

December 31, 2019
Holding Company Name

Type and Name of Marketable
Securities

Relationship with the Holding
Company

Carrying
Amount

Percentage of
Ownership (%)

Fair Value

4,300
7,500

$ 182,965
184,875

1.7
5.1

$ 182,965
184,875

Financial assets at amortized cost - non-current

-

50,000

-

-

Private corporate bond
Snowdown Merchandise Corporation Investments in associates (parent Financial assets at amortized cost - non-current
company)

-

10,000

-

-

Kwong Lung Enterprise Co., Ltd. Ordinary shares
Co-Tech Development Corporation
Tainan Enterprises Co., Ltd.

Member of the board directors
-

Private corporate bond
Snowdown Merchandise Corporation Investments in associates
Manumech Corporation

Financial Statement Account

Number of
Shares
(In Thousands)

Financial assets at FVTOCI - non-current
Financial assets at FVTOCI - non-current
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Note

TABLE 4

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTING TO AT LEAST $100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

Company Name

Related Party

Relationship

Purchase/
Sale

Kwong Lung Enterprise Co., Ltd.

Kwong Lung Japan Co., Ltd.

Subsidiary

Sale

Kwong Lung Japan Co., Ltd.

Kwong Lung Enterprise Co., Ltd.

Parent company

Kwong Lung Enterprise Co., Ltd.

Snowdown Merchandise (Suzhou) Co., Ltd.

Snowdown Merchandise (Suzhou) Co., Ltd.

Amount
$

Transaction Details
% of
Payment Terms
Total

Abnormal Transaction
Unit Price

Payment Terms

Trade Receivables (Payables)
Ending
% of
Account
Balance
Total

837,302

10

T/T 30-180 days

No significant difference No significant difference Trade receivables

Purchase

837,302

69

T/T 30-180 days

No significant difference No significant difference Trade payables

Subsidiary

Sale

148,587

2

Kwong Lung Enterprise Co., Ltd.

Parent company

Purchase

148,587

9

Kwong Lung Enterprise Co., Ltd.

Bo Hsing Enterprise Co., Ltd.

Subsidiary

Purchase

1,822,229

Bo Hsing Enterprise Co., Ltd.

Kwong Lung Enterprise Co., Ltd.

Parent company

Sale

Kwong Lung Enterprise Co., Ltd.

Snowdown Merchandise (Suzhou) Co., Ltd.

Subsidiary

Snowdown Merchandise (Suzhou) Co., Ltd.

Kwong Lung Enterprise Co., Ltd.

Kwong Lung Enterprise Co., Ltd.

166,602

21

166,602

85

Sales revenue received in advance or No significant difference No significant difference Trade receivables
T/T 30-180 days

19,653

2

Prepayment or T/T 30-180 days

No significant difference No significant difference Trade payables

19,653

11

24

T/T 30-180 days

No significant difference No significant difference Trade payables

588,291

48

1,822,229

100

T/T 30-180 days

No significant difference No significant difference Trade receivables

588,291

96

Purchase

894,563

12

Prepayment or T/T 30-180 days

No significant difference No significant difference Trade payables

108,541

9

Parent company

Sale

894,563

53

Sales revenue received in advance or No significant difference No significant difference Trade receivables
T/T 30-180 days

108,541

98

Toptex Garment Co., Ltd.

Subsidiary

Purchase

778,723

10

T/T 30-180 days

No significant difference No significant difference Trade payables

56,657

5

Toptex Garment Co., Ltd.

Kwong Lung Enterprise Co., Ltd.

Parent company

Sale

778,723

100

T/T 30-180 days

No significant difference No significant difference Trade receivables

56,657

100

Kwong Lung Enterprise Co., Ltd.

Kwong Lung Meko Co., Ltd.

Subsidiary

Purchase

2,209,007

29

T/T 30-180 days

No significant difference No significant difference Trade payables

222,201

18

Kwong Lung Meko Co., Ltd.

Kwong Lung Enterprise Co., Ltd.
Snowdown Merchandise (Suzhou) Co., Ltd.

Parent company Sale
Brother company Sale

2,209,007
104,480

82
4

T/T 30-180 days
O/A 120 days

No significant difference No significant difference Trade receivables
No significant difference No significant difference Trade receivables

222,201
52,679

79
19

Snowdown Merchandise (Suzhou) Co., Ltd.

Kwong Lung Meko Co., Ltd.

Brother company Purchase

104,480

6

O/A 120 days

No significant difference No significant difference Trade payables

52,679

29

Note: The aforementioned intercompany transactions have been eliminated from consolidation.
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$

Note

TABLE 5

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

Company Name

Related Party

Relationship

Receivables from Relates Parties
Balance
Account

Ending Balance

Turnover
Rate

Overdue
Amount

Kwong Lung Enterprise Co., Ltd.

Kwong Lung Japan Co., Ltd.
Kwong Lung Meko Co., Ltd.
Toptex Garment Co., Ltd.
Bo Hsing Enterprise Co., Ltd.

Subsidiary
Subsidiary
Subsidiary
Subsidiary

Trade receivables
Other receivables
Other receivables
Other receivables

$ 166,602
125,705
135,741
328,989

3.31

Bo Hsing Enterprise Co., Ltd.

Kwong Lung Enterprise Co., Ltd.

Parent company

Trade receivables

588,291

3.34

-

Snowdown Merchandise (Suzhou) Co., Ltd. Kwong Lung Enterprise Co., Ltd.

Parent company

Trade receivables

108,541

8.49

334

Kwong Lung Meko Co., Ltd

Parent company

Trade receivables

222,201

11.20

-

Note:

Kwong Lung Enterprise Co., Ltd.

The aforementioned intercompany transactions have been eliminated from consolidation.
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$

Actions Taken

247

Received in subsequent period
Received in subsequent period
-

Amount
Received in
Subsequent
Period
$ 166,602
125,303
72,247
146,585

Allowance for
Impairment
Loss
$

-

289,978

-

108,454

-

222,201

-

TABLE 6

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
INTERCOMPANY RELATIONSHIPS AND SIGNIFICANT INTERCOMPANY TRANSACTIONS
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Transaction Details
No.
(Note 1)

0

Company Name

Kwong Lung Enterprise Co., Ltd.

Relationship
(Note 2)

Counterparty

Kwong Lung Meko Co., Ltd.

Kwong Lung Japan Co., Ltd.

Snowdown Merchandise (Suzhou) Co., Ltd.

Toptex Garment Co., Ltd.

Bo Hsing Enterprise Co., Ltd.

P&B Collection Co., Ltd.

Financial Statement Account

a
a
a
a
a
a
a
a
a
a
a
a
a
a
a
a
a
a
a
a
a
a
a

Sales revenue
Trade receivables
Cost of goods sold
Trade payables
Other receivables
Sales revenue
Trade receivables
Other receivables
Sales revenue
Trade receivables
Cost of goods sold
Trade payables
Other receivables
Cost of goods sold
Other receivables
Trade payables
Cost of goods sold
Trade payables
Other receivables
Other payables
Sales revenue
Trade receivables
Sales revenue

Amount

$

Payment Terms

% to
Total Sales or
Assets (Note 3)

89,990
28,905
2,209,007
222,201
125,705
837,302
166,602
23,400
148,587
19,653
894,563
108,541
12,373
778,723
135,741
56,657
1,822,229
588,291
328,989
31,859
10,224
10,089
5,382

No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference
No significant difference

1
21
3
2
8
2
1
8
1
8
2
1
17
8
4
-

1

Manumech Corporation

Intime Tech Co., Ltd.

a
a

Sales revenue
Trade receivables

52,079
34,475

No significant difference
No significant difference

-

2

Huai An Guang Long He Yu Home Textile Co., Ltd.

Snowdown Merchandise (Suzhou) Co., Ltd.

b
b

Sales revenue
Trade receivables

34,148
3,121

No significant difference
No significant difference

-

3

Kwong Lung Meko Co., Ltd.

Snowdown Merchandise (Suzhou) Co., Ltd.

c
c

Sales revenue
Trade receivables

104,480
52,679

No significant difference
No significant difference

1
1

4

Bo Hsing Enterprise Co., Ltd.

Kwong Lung O-Mon Company Limited

c

Trade payables

5,571

No significant difference

(Continued)
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Note 1: The parent company and its subsidiaries are coded as follows:
a. The parent company is coded “0”.
b. The subsidiaries are coded consecutively beginning from “1” in the order presented in the table above.
Note 2: Nature of relationship is as follows:
a. From the parent company to its subsidiary.
b. From a subsidiary to its parent company.
c. Between subsidiaries.
Note 3: The percentage calculation is based on the consolidated total operating revenue or total assets. For balance sheet items, each item’s period-end balance is shown as a percentage to the consolidated total assets as of December 31,
2019. For profit or loss items, cumulative amounts are shown as a percentage to consolidated total operating revenue for the year ended December 31, 2019.
Note 4: The aforementioned intercompany transactions have been eliminated upon consolidation.
(Concluded)
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TABLE 7

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
INFORMATION ON INVESTEES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Original Investment Amount
Investor Company

Kwong Lung Enterprise Co., Ltd.

Investee Company

Location

Kwong Lung Feather (B.V.I.) Limited
Kwong Lung Meko Co., Ltd.
Kwong Lung Japan Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
Toptex Garment Co., Ltd.
Klego Co., Ltd.

British Virgin Islands
Vietnam
Japan
Vietnam
Vietnam
Taiwan

P&B Collection Co., Ltd.

Taiwan

Main Businesses and Products

December 31, 2019

Bo Hsing Enterprise Co., Ltd.

Kwong Lung Meko (B.V.I.) Ltd.

British Virgin Islands

Overseas reinvested holding company.

60,180

60,180

2,000

40.00

60,670

366

NA

Subsidiary

Kwong Lung Meko Co., Ltd.

Kwong Lung Meko (B.V.I.) Ltd.

British Virgin Islands

Overseas reinvested holding company.

92,880

92,880

3,000

60.00

90,265

366

NA

Subsidiary

Kwong Lung Feather (B.V.I.) Limited Jbv HI-TECH Ltd.

Republic of Seychelles Overseas reinvested holding company.

44,017

44,017

1,350

30.00

20,919

(11,297)

NA

Associate of subsidiary

P&B Collection Co., Ltd.

Gong Tong Zu Lin Co., Ltd.
Daquan Hanshi Co., Ltd.
Manumech Corporation

Taiwan
Taiwan
Taiwan

Wholesale of machinery and equipment.
Food service activities.
Wholesale.

27,300
6,927
20,000

27,300
20,000

3,148
588
3,060

39.00
49.00
51.00

40,387
7,892
44,232

18,285
7,049
19,338

NA
NA
NA

Associate of subsidiary
Associate of subsidiary
Subsidiary

Manumech Corporation

Windsun Industry Co., Ltd.

Taiwan

Wholesale.

10,000

15,000

1,000

100.00

18,115

6,613

NA

Subsidiary

Klego Co., Ltd.

Daquan Hanshi Co., Ltd.

Taiwan

Food service activities.

-

5,880

-

-

6,056

NA

Associate of subsidiary

Kwong Lung Meko (B.V.I.) Ltd.

Lyon Ventures Holdings Ltd.

Canada

Wholesale of household products.

8,471

-

90

(1,259)

NA

Associate of subsidiary
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691,210
198,399
280,977
386,911
191,809
15,000

24,613
11
-

100.00
100.00
100.00
100.00
100.00
-

(20,178)
104,401
15,385
116,002
13,453
1,434

Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary

260,000

260,000

26,000

100.00

241,998

(7,544)

(13,623)

Subsidiary

69,799
7,102
55,095

69,799
7,102
55,095

17
6,636

100.00
100.00
39.50

76,592
4,219
107,587

4,403
(1,824)
7,341

1,687
2,305
(1,084)

Subsidiary
Subsidiary
Associate

14,000

-

1,400

46.67

14,968

2,074

968

Associate

45.00

$

788,022
1,053,744
303,878
773,740
41,670
-

7,711

$

(24,175)
105,213
15,382
116,013
13,449
1,434

$

Note

Taiwan

Refer to Table 8 for investments in mainland China.

$

Share of Profit
(Loss)

BBL Premium Co., Ltd.

Note:

691,210
198,399
280,977
386,911
191,809
-

As of December 31, 2019
Net Income (Loss) of
Shares
the Investee
%
Carrying Amount
(In Thousands)

Overseas reinvested holding company.
Manufacturing and selling of down and bedding.
Manufacturing and selling of down and bedding.
Manufacturing and selling of apparel.
Manufacturing and selling of apparel.
Wholesale and retail sale of cloths, clothes, shoes,
hat, umbrella and apparel, clothing accessories,
furniture, bedclothes, kitchen equipment,
fixtures, cosmetics and other textile products;
retail business without shop; retail sale of other
products; international trade; software design
services; data processing services; third party
payment; retail sale of computer software; body
shaping services; wholesale and retail sale of
drugs, medical goods.
Outerwear knitting mills; apparel, clothing
accessories and other textile product
manufacturing; other textile products
manufacturing; cleaning products manufacturing;
wholesale and retail sale of cloths, clothes, shoes,
hat, umbrella and apparel, clothing accessories,
furniture, bedclothes, kitchen equipment,
fixtures, articles for daily use, cleaning
preparations and other textile products;
wholesale of pottery, porcelain and glassware;
international trade.
Various selling of down and bedding.
Various selling of down and bedding.
Retail sale of cloths, clothes, shoes, hat, umbrella
and apparel, clothing accessories and other
textile products; real estate rental and leasing.
Wholesale and retail sale.

Kwong Lung-Omon Company Limited Vietnam
Kwong Lung Europe SP.Z O.O.
Poland
Snowdown Merchandise Corporation Taiwan

$

December 31, 2018

TABLE 8

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
INFORMATION ON INVESTMENTS IN MAINLAND CHINA
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars and Foreign Currency)

Investee Company

Main Businesses and Products

Paid in Capital

Method of
Investment
(Note 1)

Remittance of Funds

Accumulated
Outward
Remittance for
Investment from
Taiwan as of
January 1, 2019

Manufacturing and selling of down and bedding

US$ 20,000

b.

Kunshan Fulong Trade Co., Ltd.

Wholesale of outdoor supplies, household wares,
clothing, and related packaging materials; food;
Import and export of goods and technology

RMB 5,000

c. 1)

-

-

-

Huai An Guang Long He Yu Home
Textile Co., Ltd.

Home textile products; textile and apparel
production and sales; feather acquisition; down
processing, down products production and sales;
self-support and agents of various types of goods
and technology import and export business

RMB 7,000

c. 1)

-

-

Intime Tech Co., Ltd.

Wholesale

RMB 1,200

c. 2)

5,408

5,227

Accumulated Outward Remittance for Investment
in Mainland China as of December 31, 2019

Kwong Lung Enterprise Co., Ltd.

$

Note 1:

Note 2:

$

Investment Amounts Authorized by Investment
Commission, MOEA

598,186

Manumech Corporation

598,186

Inward

Snowdown Merchandise (Suzhou) Co.,
Ltd.

Investor Company

$

Outward

Accumulated
Outward
Remittance for
Investment from
Taiwan as of
December 31,
2019

$
(US$

600,875
20,000)

(US$

10,635
350)

10,635

-

$

-

$

598,186

Net Income
(Loss) of the
Investee

$

% Ownership
of Direct or
Indirect
Investment

Investment
Gain (Loss)
(Note 2)

$

(20,163)
b. 2)

Carrying
Amount as of
December 31,
2019

$

754,775

Accumulated
Repatriation of
Investment
Income as of
December 31,
2019

(20,163)

100

$

-

(1,354)

100

(1,354)
b. 2)

19,414

-

-

-

2,883

51

1,470
b. 2)

18,634

-

-

10,635

5,906

100

5,906
b. 2)

15,351

-

Upper Limit on the Amount of Investment
Stipulated by Investment Commission, MOEA
$

3,055,421
(Note 3)
52,038
(Note 4)

The method of investment in mainland China is as follows:
a. The investment was made directly in China.
b.

The investment was made through a company registered in a third region (Kwong Lung Feather (B.V.I.) Limited).

c.

Other types:
1)

Direct investment from Snowdown Merchandise (Suzhou) Co., Ltd.

2)

Direct investment from Manumech Corporation.

Recognition of gain or loss was based on the percentage of shares held from the unreviewed financial statements.
a.

If it is in preparation, there is no investment loss, it should be noted.

b.

Recognition of gains or losses was based on the following three information:
1)
2)
3)

Financial statements which were audited by an international accounting firm with a cooperative relationship with an ROC accounting firm.
Financial statements which were audited by the parent company’s accounting firm.
Other.
(Continued)
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-

Note 3:

The maximum allowable limit on investment was 60% of the consolidated net asset value of the Company $5,092,368 (consolidated net worth) x 60% ＝ $3,055,421

Note 4:

The maximum allowable limit on investment was 60% of the net asset value of Manumech Corporation. $86,730 (net worth) x 60% ＝ $52,038
(Concluded)
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TABLE 9

KWONG LUNG ENTERPRISE CO., LTD. AND SUBSIDIARIES
SIGNIFICANT TRANSACTIONS WITH INVESTEE COMPANIES IN MAINLAND CHINA, EITHER DIRECTLY OR INDIRECTLY THROUGH A THIRD PARTY, AND THEIR PRICES, PAYMENT TERMS, AND
UNREALIZED GAINS OR LOSSES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Investee Company
Snowdown Merchandise (Suzhou) Co., Ltd.
(Note 1)

Intime Tech Co., Ltd. (Note 2)

Transaction
Type
Purchase

Purchase/Sale
Amount
%

Transaction Details
Comparison with Normal
Payment Terms
Transactions

Price

$ 894,563

12

Normal

Sale

148,587

2

Normal

Sale

52,079

7

Normal

Trade Receivables (Payables)
Ending Balance
%

Prepayment or T/T 30-180
days
Sales revenue received in
advance or T/T 30-180 days

No significant difference

Trade payables

No significant difference

Open account 120 days

No significant difference

$ 108,541

9

Trade receivables

19,563

2

717

Trade receivables

34,475

48

398

Note 1: As of December 31, 2019, the Company had transactions with Snowdown Merchandise (Suzhou) Co., Ltd. for processing and purchasing materials which amounted to $12,373 thousand of the Company’s other receivables.
Note 2: As of December 31, 2019, Manumech Corporation, the investor company, had significant transactions with Intime Tech Co., Ltd., the investee company in mainland China.
Note 3: The aforementioned intercompany transactions have been eliminated from consolidation.
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Unrealized
Gain
$

2,703

Attachment 2
INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Kwong Lung Enterprise Co., Ltd.
Opinion
We have audited the accompanying financial statements of Kwong Lung Enterprise Co., Ltd. (the
“Company”), which comprise the balance sheets as of December 31, 2019 and 2018, and the
statements of comprehensive income, changes in equity and cash flows for the years then ended, and
the notes to the financial statements, including a summary of significant accounting policies
(collectively referred to as the “financial statements”).
In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2019 and 2018, and its financial performance
and its cash flows for the years then ended in accordance with the Regulations Governing the
Preparation of Financial Reports by Securities Issuers.
Basis for Opinion
We conducted our audits in accordance with the Regulations Governing Auditing and Attestation of
Financial Statements by Certified Public Accountants and auditing standards generally accepted in
the Republic of China. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with The Norm of Professional Ethics for Certified
Public Accountant of the Republic of China, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements for the year ended December 31, 2019. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
Key audit matters for the Company’s financial statements for the year ended December 31, 2019 are
stated as follows:
Income Occurrence
Refer to Note 4 (l) to the accompanying financial statements for disclosures regarding the accounting
policies and detailed information on income.
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The Company’s revenue mainly comes from the production and sale of ready-made garments, down
materials and home textile products. Sales revenue is one of the evaluating criteria to measure the
operating performance of the Company’s segment, and the main significant risk of the Company is
the occurrence of sales revenue. Therefore, we identified occurrence of revenue as a key audit matter.
In response to this key audit matter, we performed the following audit procedures:
1.

We understood and evaluated the appropriateness of the accounting policies on revenue
recognition.

2.

We understood and evaluated the effectiveness of its internal control on revenue recognition to
confirm the occurrence of sales.

3.

We sample-tested sales transactions of the current year and checked the relevant internal and
external vouchers to support the facts of the shipment; we checked the sales target and the
recipient of the payment and the post-receipt collection for any major abnormalities; we checked
the general ledger of sales revenue for any significant debit amount; and we checked the sales
returns and allowances ledger for any significant sales return and discounts to confirm that sales
revenue transactions did occur.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities
Issuers, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.
In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company
or to cease operations, or has no realistic alternative but to do so.
Those charged with governance, including supervisors, are responsible for overseeing the
Company’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with the auditing standards generally accepted in the Republic
of China will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial
statements.
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As part of an audit in accordance with the auditing standards generally accepted in the Republic of
China, we exercise professional judgment and maintain professional skepticism throughout the audit.
We also:
1.

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

2.

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

3.

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

4.

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

5.

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

6.

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.
From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements for the year ended December
31, 2019 and are therefore the key audit matters. We describe these matters in our auditors’ report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.
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The engagement partners on the audit resulting in this independent auditors’ report are Ching-fu
Chang and Meng-chieh Chiu.

Deloitte & Touche
Taipei, Taiwan
Republic of China
March 27, 2020

Notice to Readers
The accompanying financial statements are intended only to present the financial position, financial
performance and cash flows in accordance with accounting principles and practices generally
accepted in the Republic of China and not those of any other jurisdictions. The standards, procedures
and practices to audit such financial statements are those generally applied in the Republic of China.
For the convenience of readers, the independent auditors’ report and the accompanying financial
statements have been translated into English from the original Chinese version prepared and used
in the Republic of China. If there is any conflict between the English version and the original Chinese
version or any difference in the interpretation of the two versions, the Chinese-language independent
auditors’ report and financial statements shall prevail.
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KWONG LUNG ENTERPRISE CO., LTD.
BALANCE SHEETS
(In Thousands of New Taiwan Dollars)

December 31, 2019
Amount
%

ASSETS
CURRENT ASSETS
Cash and cash equivalents (Note 6)
Financial assets at fair value through profit or loss - current (Note 7)
Trade receivables (Note 10)
Trade receivables from related parties (Notes 10 and 28)
Other receivables (Note 10)
Other receivables from related parties (Note 28)
Inventories (Note 11)
Prepayments (Note 16)
Other current assets

$

156,569
2,034
593,531
415,385
37,786
869,452
871,762
74,811
7,001

2
9
6
1
12
12
1
-

37

3,028,331

43

367,840
50,000
3,406,418
841,123
54,837
36,934
49,402
54,140

5
1
44
11
1
1

100,700
50,000
3,184,374
583,893
36,110
49,541
24,081

1
1
45
8
1
1
-

4,860,694

63

4,028,699

57

$ 7,685,909

100

$ 7,057,030

100

Total current assets
NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income - non-current (Note 8)
Financial assets at amortized cost - non-current (Note 9)
Investments accounted for using the equity method (Note 12)
Property, plant and equipment (Notes 13 and 28)
Right-of-use assets (Notes 14 and 28)
Other intangible assets (Note 15)
Deferred tax assets (Note 23)
Other non-current assets
Total non-current assets
TOTAL

166,597
1,772
550,529
225,851
97,304
746,208
929,181
102,371
5,402

2
7
3
1
10
12
2
-

2,825,215

December 31, 2018
Amount
%

$

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term borrowings (Note 17)
Financial liabilities at fair value through profit or loss - current (Note 7)
Notes payable
Trade payables
Trade payables from related parties (Note 28)
Other payables (Notes 19 and 28)
Current tax liabilities (Note 23)
Lease liabilities - current (Note 14)
Current portion of long-term borrowings (Notes 17 and 18)
Other current liabilities

$

267,181
10,289
3,660
216,604
1,119,312
239,866
53,872
789,886
37,081

4
3
16
3
1
11
1

21

2,737,751

39

850,000
137,255
36,821
31,454

11
2
1
-

100,000
129,397
42,409

1
2
1

Total non-current liabilities

1,055,530

14

271,806

4

Total liabilities

2,653,900

35

3,009,557

43

1,303,075
182,000
1,485,075
2,311,774

17
2
19
30

1,103,540
182,000
1,285,540
1,687,841

16
2
18
24

435,765
88,634
741,128
1,265,527

6
1
9
16

373,931
80,889
707,906
1,162,726

5
1
10
16

Total current liabilities
NON-CURRENT LIABILITIES
Bonds payable (Note 18)
Long-term borrowings (Note 17)
Deferred tax liabilities (Note 23)
Lease liabilities - non-current (Note 14)
Net defined benefit liabilities - non-current (Note 20)

EQUITY (Notes 21 and 25)
Share capital
Ordinary shares
Preference shares
Total share capital
Capital surplus
Retained earnings
Legal reserve
Special reserve
Unappropriated earnings
Total retained earnings
Other equity interests
Exchange differences on translating the financial statements of foreign operations
Unrealized gain on financial assets at fair value through other comprehensive income
Total other equity interests
Total equity
TOTAL

The accompanying notes are an integral part of the financial statements.
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74,142
2,980
7,408
252,813
975,690
191,561
49,267
18,340
26,169

1
3
13
3
1
-

1,598,370

(118,966)
88,599
(30,367)

(1)
1
-

$

(106,120)
17,486
(88,634)

(1)
(1)

5,032,009

65

4,047,473

57

$ 7,685,909

100

$ 7,057,030

100

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

For the Years Ended December 31
2019
2018
Amount
%
Amount
OPERATING REVENUE (Note 28)
Sales revenue

$ 8,338,754

OPERATING COSTS (Notes 11, 22 and 28)
Cost of goods sold

(7,495,439)

100

(90)

(7,549,299)

(90)

843,315

UNREALIZED GAIN ON THE TRANSACTIONS
WITH SUBSIDIARIES, ASSOCIATES AND
JOINT VENTURES

(13,214)

-

(10,847)

-

10,847

-

12,832

-

840,948

10

826,050

10

(239,608)
(198,384)
(50,269)
-

(3)
(2)
(1)
-

(276,359)
(189,473)
(48,164)
(23)

(3)
(2)
(1)
-

(488,261)

(6)

(514,019)

(6)

PROFIT FROM OPERATIONS

352,687

4

312,031

4

NON-OPERATING INCOME AND EXPENSES
(Notes 22 and 28)
Other income
Other gains and losses
Finance costs
Share of profit of associates and joint ventures

14,367
13,116
(23,346)
220,750

3

13,659
109,230
(32,711)
296,544

1
3

224,887

3

386,722

4

PROFIT BEFORE INCOME TAX FROM
CONTINUING OPERATIONS

577,574

7

698,753

8

INCOME TAX EXPENSE (Note 23)

(89,985)

(1)

(80,416)

(1)

NET PROFIT FOR THE YEAR

487,589

6

GROSS PROFIT, NET
OPERATING EXPENSES (Notes 22 and 28)
Selling and marketing expenses
General and administrative expenses
Research and development expenses
Expected credit loss
Total operating expenses

Total non-operating income and expenses
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824,065

100

GROSS PROFIT

REALIZED GAIN ON THE TRANSACTIONS WITH
SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES

10

$ 8,373,364

%

10

618,337
7
(Continued)

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENTS OF COMPREHENSIVE INCOME
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

For the Years Ended December 31
2019
2018
Amount
%
Amount
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will not be reclassified subsequently to
profit or loss:
Remeasurement of defined benefit plans
Unrealized gain (loss) on investments in equity
instruments at fair value through other
comprehensive income
Share of the other comprehensive income of
associates and joint ventures accounted for
using the equity method
Income tax relating to items that will not be
reclassified subsequently to loss or profit

$

Items that may be reclassified subsequently to profit
or loss:
Exchange differences on translating the financial
statements of foreign operations

Other comprehensive income (loss) for the year,
net of income tax
TOTAL COMPREHENSIVE INCOME (LOSS) FOR
THE YEAR

$

EARNINGS PER SHARE (Note 24)
From continuing operations
Basic
Diluted

2,834

-

60,284

2,893

-

1

(45,593)

-

12,227

-

2,021

-

(567)
74,778

1

(191)
(40,870)

-

(12,846)
(12,846)

-

35,827
35,827

-

61,932

1

(5,043)

-

549,521

7

$ 4.10
$ 3.76

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

%

$

613,294

7

$ 5.74
$ 4.95

(Concluded)

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENTS OF CHANGES IN EQUITY
(In Thousands of New Taiwan Dollars)

Capital Surplus
Share Capital
Preference
Shares

Ordinary
Shares
BALANCE AT JANUARY 1, 2018

$ 1,090,130

Additional
Paid-in
Capital

Subtotal

-

-

-

-

-

-

-

-

-

-

-

1,090,130

-

1,090,130

923,606

-

29,284

54,557

34,657

1,493

1,043,597

373,931

-

386,167

Appropriation of the 2017 earnings
Special reserve
Cash dividends distributed by the Company

-

-

-

(109,205 )

-

-

-

-

-

-

80,889
-

Net profit for the year ended December 31, 2018

-

-

-

-

-

-

-

-

-

-

-

Other comprehensive income (loss) for the year ended
December 31, 2018, net of income tax

-

-

-

-

-

-

-

-

-

-

Total comprehensive income (loss) for the year ended
December 31, 2018

-

-

-

-

-

-

-

-

-

Issuance of preference shares

-

182,000

182,000

728,000

-

-

-

13,410

-

13,410

34,996

-

-

1,103,540

182,000

1,285,540

1,577,397

-

29,284

Appropriation of the 2018 earnings
Legal reserve
Special reserve
Cash dividends distributed by the Company
Preference dividends distributed by the Company

-

-

-

-

-

Net profit for the year ended December 31, 2019

-

-

-

-

Other comprehensive income (loss) for the year ended
December 31, 2019, net of income tax

-

-

-

Total comprehensive income (loss) for the year ended
December 31, 2019

-

-

Expiration of convertible bonds

-

Issuance of ordinary shares under employee share options
BALANCE AT DECEMBER 31, 2019

29,284

$

54,557

$

34,657

$

Subtotal

-

Disposal of investments designated as at fair value through
other comprehensive income

$

Retained Earnings
Special
Unappropriated
Legal Reserve
Reserve
Earnings

-

Convertible bonds converted to ordinary shares

-

Expired Share
Options

$ 1,043,597

BALANCE AT DECEMBER 31, 2018

$

Convertible
Bonds Share
Options

1,493

Issuance of ordinary shares under employee share options

923,606

Employee
Share Options

$ 1,090,130

BALANCE AT JANUARY 1, 2018 AS RESTATED

$

Treasury
Share
Transactions

-

Effect of retrospective application

$

Additional
Paid-in
Capital -Bond
Conversion

$

$

-

$

386,167

$

(141,947 )

$

-

-

$

61,058

(141,947 )

61,058
(61,058 )

61,058

-

Total Equity
$ 2,812,936
2,812,936

(80,889 )
(218,411 )

-

-

-

(327,616 )

-

618,337

-

-

-

618,337

-

-

2,702

35,827

(43,572 )

-

-

-

-

621,039

35,827

(43,572 )

-

613,294

-

728,000

-

-

-

-

-

-

910,000

-

54

25,449

-

-

-

-

-

-

38,859

44,956

34,657

1,547

1,687,841

373,931

80,889

707,906

17,486

-

4,047,473

-

-

-

-

-

61,834
-

7,745
-

(61,834 )
(7,745 )
(386,957 )
(1,496 )

-

-

-

(386,957 )
(1,496 )

-

-

-

-

-

-

-

-

487,589

-

-

-

487,589

-

-

-

-

-

-

-

-

-

2,267

(12,846 )

72,511

-

61,932

-

-

-

-

-

-

-

-

-

-

489,856

(12,846 )

72,511

-

549,521

-

-

-

-

-

-

-

30

30

-

-

-

-

-

-

30

192,058

-

192,058

-

640,431

-

-

-

605,774

-

-

-

-

-

-

797,832

-

-

-

-

-

-

-

-

-

-

-

-

1,398

-

-

-

7,477

-

7,477

22,048

-

-

-

8,760

18,129

-

-

-

-

-

25,606

182,000

$ 1,485,075

$ 1,599,445

10,337

$ 2,311,774

-

$ 5,032,009

$ 1,303,075

$

$

640,431

$

29,284

(9,601 )

(34,657 )

(12,679 )
$

32,277

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

-

$

(109,205 )

373,931

Other Equity Interests
Unrealized
Gain (Loss) on
Exchange
Financial
Differences on
Assets at Fair
Translating
Value
Unrealized
the Financial
Through
Gain (Loss) on
Statements of
Other ComAvailable-forForeign
prehensive
sale Financial
Operations
Income
Assets

$

435,765

$

88,634

$

741,128

(106,120 )

$

(118,966 )

(1,398 )
$

88,599

$

(5,043 )

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Years Ended
December 31
2019
2018
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation expenses
Amortization expenses
Expected credit loss recognized on trade receivables
Net loss on fair value changes of financial assets and liabilities
designated as at fair value through profit or loss
Finance costs
Interest income
Dividend income
Compensation costs of employee share options
Share of profit of subsidiaries, associates and joint ventures
Loss (gain) on disposal of property, plant and equipment
Gain on disposal of investments
Unrealized loss (gain) on the transactions with subsidiaries,
associates and joint ventures
Net gain on foreign currency exchange
Changes in operating assets and liabilities
Financial assets mandatorily measured at fair value through profit or
loss
Trade receivables
Trade receivables from related parties
Other receivables
Other receivables from related parties
Inventories
Prepayments
Other current assets
Financial liabilities held for trading
Notes payable
Trade payables
Trade payables from related parties
Other payables
Other current liabilities
Net defined benefit liabilities
Cash generated from operations
Interest received
Interest paid
Income tax paid
Net cash generated from operating activities
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$

577,574

$

698,753

46,218
11,132
-

16,956
8,851
23

1,208
23,346
(3,775)
(10,592)
5,206
(220,750)
141
-

8,255
32,711
(2,889)
(10,770)
4,514
(296,544)
(30,461)
(10,487)

2,367
(714)

(1,985)
(8,387)

2,034
35,732
184,605
(60,669)
225,983
(57,419)
(27,560)
1,599
(10,289)
3,748
38,788
(121,897)
(35,168)
(10,912)
(8,121)
591,815
3,468
(14,462)
(87,160)

1,594
79,699
(130,564)
17,085
(238,173)
(79,046)
(28,653)
1,100
(78)
643
(88,708)
165,156
59,471
(7,867)
(2,427)
157,772
2,889
(19,769)
(44,294)

493,661

96,598
(Continued)

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENTS OF CASH FLOWS
(In Thousands of New Taiwan Dollars)

For the Years Ended
December 31
2019
2018
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of financial assets at fair value through other comprehensive
income
Acquisition of investments accounted for using the equity method
Proceeds from disposal of investments accounted for using the equity
method
Payments for property, plant and equipment
Proceeds from disposal of property, plant and equipment
Increase in other receivables - related parties
Decrease in other receivables - related parties
Payments for intangible assets
Increase in other non-current assets
Dividends received

$

Net cash (used in) generated from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Repayments of short-term borrowings
Proceeds from long-term borrowings
Repayments of long-term borrowings
Repayments of bond payables
Cash dividends paid
Proceeds from issuing preference shares
Proceeds from share options exercised
Repayment of the principal portion of lease liabilities
Disposal of subsidiaries

NET INCREASE IN CASH
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
YEAR

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

$

-

(296,585)
(120,000)
(11,956)
(30,059)
10,592

36
(95,286)
175,986
90,000
(8,609)
(6,869)
10,770

(668,864)

166,028

(187,159)
1,550,000
(800,000)
(700)
(388,453)
19,959
(18,577)
10,161

Net cash generated from (used in) financing activities

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

(206,856)
(14,000)

(111,331)
950,000
(1,675,000)
(327,616)
910,000
33,561
-

185,231

(220,386)

10,028

42,240

156,569

114,329

166,597

$

156,569

(Concluded)

KWONG LUNG ENTERPRISE CO., LTD.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Unless Stated Otherwise)

1. GENERAL INFORMATION
Kwong Lung Enterprise Co., Ltd. (the “Company”) was incorporated in February 1966 under the Company
Law and related regulations of the Republic of China (ROC). The Company mainly manufactures and sells
various feather products including apparel, down and bedding.
The Company’s shares have been traded on the Taipei Exchange (formerly known as Taiwan GreTai
Securities Market) since April 1999.
The financial statements of the Company are presented in the Company’s functional currency, New Taiwan
dollar.

2. APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved by the Company’s board of directors on March 27, 2020.

3. APPLICATION OF NEW, AMENDED AND REVISED STANDARDS AND INTERPRETATIONS
a. Initial application of the amendments to the Regulations Governing the Preparation of Financial Reports
by Securities Issuers and the International Financial Reporting Standards (IFRS), International
Accounting Standards (IAS), IFRIC Interpretations (IFRIC), and SIC Interpretations (SIC) (collectively,
the “IFRSs”) endorsed and issued into effect by the Financial Supervisory Commission (FSC)
Except for the following, the initial application of the amendments to the Regulations Governing the
Preparation of Financial Reports by Securities Issuers and the IFRSs endorsed and issued into effect by
the FSC did not have material impact on the Company’s accounting policies:
1) IFRS 16 “Leases”
IFRS 16 provides a comprehensive model for the identification of lease arrangements and their
treatment in the financial statements of both lessee and lessor. It supersedes IAS 17 “Leases”, IFRIC
4 “Determining whether an Arrangement contains a Lease”, and a number of related interpretations.
Refer to Note 4 for information relating to the relevant accounting policies.
The Company as lessee
The Company recognizes right-of-use assets, and lease liabilities for all leases on the balance sheets
except for those whose payments under low-value asset and short-term leases are recognized as
expenses on a straight-line basis. On the statements of comprehensive income, the Company presents
the depreciation expense charged on right-of-use assets separately from the interest expense accrued
on lease liabilities; interest is computed using the effective interest method. On the statements of cash
flows, cash payments for the principal portion of lease liabilities are classified within financing
activities; cash payments for the interest portion are classified within operating activities. Prior to the
application of IFRS 16, payments under operating lease contracts, were recognized as expenses on a
straight-line basis. Cash flows for operating leases were classified within operating activities on the
statements of cash flows.
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The Company elects to apply IFRS 16 retrospectively with the cumulative effect of the initial
application of this standard recognized in retained earnings on January 1, 2019. Comparative
information is not restated.
Lease liabilities were recognized on January 1, 2019 for leases previously classified as operating
leases under IAS 17. Lease liabilities were measured at the present value of the remaining lease
payments, discounted using the lessee’s incremental borrowing rate on January 1, 2019. Right-of-use
assets are measured at an amount equal to the lease liabilities. The Company applies IAS 36 to all
right-of-use assets.
The Company also applies the following practical expedients:
1) The Company applies a single discount rate to a portfolio of leases with reasonably similar
characteristics to measure lease liabilities.
2) The Company accounts for those leases for which the lease term ends on or before December 31,
2019 as short-term leases.
3) The Company excludes initial direct costs from the measurement of right-of-use assets on January
1, 2019.
4) The Company uses hindsight, such as in determining lease terms, to measure lease liabilities.
For leases previously classified as finance leases under IAS 17, the carrying amounts of right-of-use
assets and lease liabilities on January 1, 2019 are determined as at the carrying amounts of the
respective leased assets and finance lease payables on December 31, 2018.
The lessee’s weighted average incremental borrowing rate applied to lease liabilities recognized on
January 1, 2019 is 1.20%. The difference between the (i) lease liabilities recognized and (ii) operating
lease commitments disclosed under IAS 17 on December 31, 2018 is explained as follows:
The future minimum lease payments of non-cancellable operating lease
commitments on December 31, 2018
Less: Recognition exemption for short-term leases of low-value assets
Less: Recognition exemption for leases of low-value assets

$ 36,775
(1,316)
(2,116)

Undiscounted amounts on January 1, 2019

$ 33,343

Discounted amounts using the incremental borrowing rate on January 1, 2019
Add: Adjustments as a result of a different treatment of extension and
termination options

$ 32,625

Lease liabilities recognized on January 1, 2019

$ 73,738

41,113

The Company as lessor
Except for sublease transactions, the Company does not make any adjustments for leases in which it
is a lessor, and it accounts for those leases with the application of IFRS 16 starting from January 1,
2019.
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The impact on assets, liabilities and equity as of January 1, 2019 from the initial application of IFRS
16 is set out as follows:

As Originally
Stated on
January 1, 2019

Adjustments
Arising from
Initial
Application

Restated on
January 1, 2019

Right-of-use assets

$

-

$ 73,738

$ 73,738

Total effect on assets

$

-

$ 73,738

$ 73,738

Lease liabilities - current
Lease liabilities - non-current

$

-

$ 18,577
55,161

$ 18,577
55,161

Total effect on liabilities

$

-

$ 73,738

$ 73,738

Total effect on equity

$

-

$

$

-

-

b. The IFRSs endorsed by the FSC for application starting from 2020
Effective Date
Announced by IASB

New IFRSs

Amendments to IFRS 3 “Definition of a Business”
January 1, 2020 (Note 1)
Amendments to IFRS 9, IAS 39 and IFRS 7 “Interest Rate Benchmark January 1, 2020 (Note 2)
Reform”
Amendments to IAS 1 and IAS 8 “Definition of Material”
January 1, 2020 (Note 3)
Note 1: The Company shall apply these amendments to business combinations for which the acquisition
date is on or after the beginning of the first annual reporting period beginning on or after January
1, 2020 and to asset acquisitions that occur on or after the beginning of that period.
Note 2: The Company shall apply these amendments retrospectively for annual reporting periods
beginning on or after January 1, 2020.
Note 3: The Company shall apply these amendments prospectively for annual reporting periods
beginning on or after January 1, 2020.
As of the date the financial statements were authorized for issue, the Company is continuously assessing
the possible impact that the application of other standards and interpretations will have on the Company’s
financial position and financial performance and will disclose the relevant impact when the assessment
is completed.
d. New IFRSs in issue but not yet endorsed and issued into effect by the FSC
Effective Date
Announced by IASB (Note)

New IFRSs

Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets
To be determined by IASB
between an Investor and its Associate or Joint Venture”
IFRS 17 “Insurance Contracts”
January 1, 2021
Amendments to IAS 1 “Classification of Liabilities as Current or Non- January 1, 2022
current”
Note:

Unless stated otherwise, the above New IFRSs are effective for annual reporting periods
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beginning on or after their respective effective dates.
As of the date the financial statements were authorized for issue, the Company is continuously assessing
the possible impact that the application of other standards and interpretations will have on the Company’s
financial position and financial performance and will disclose the relevant impact when the assessment
is completed.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Statement of compliance
The financial statements have been prepared in accordance with the Regulations Governing the
Preparation of Financial Reports by Securities Issuers.
b. Basis of preparation
The financial statements have been prepared on the historical cost basis except for financial instruments
which are measured at fair value, and net defined benefit liabilities which are measured at the present
value of the defined benefit obligation less the fair value of plan assets.
The fair value measurements, which are grouped into Levels 1 to 3 based on the degree to which the fair
value measurement inputs are observable and the significance of the inputs to the fair value measurement
in its entirety, are described as follows:
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 included within Level 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.
When preparing the parent company only financial statements, the Company used the equity method to
account for investments in subsidiaries, associates and joint ventures. In order for the amounts of the net
profit for the year, other comprehensive income for the year and total equity in the parent company only
financial statements to be the same with the amounts attributable to the owner of the Company in its
consolidated financial statements, adjustments arising from the differences in accounting treatment
between company only basis and consolidated basis were made to investments accounted for by the equity
method and share of profit or loss of subsidiaries, associates and joint ventures, as appropriate, in the
parent company only financial statements.
c. Classification of current and non-current assets and liabilities
Current assets include:
1) Assets held primarily for the purpose of trading;
2) Assets expected to be realized within twelve months after the reporting period; and
3) Cash and cash equivalents unless the asset is restricted from being exchanged or used to settle a
liability for at least 12 months after the reporting period.
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Current liabilities include:
1) Liabilities held primarily for the purpose of trading;
2) Liabilities due to be settled within 12 months after the reporting period; and
3) Liabilities for which the Company does not have an unconditional right to defer settlement for at least
12 months after the reporting period.
Assets and liabilities that are not classified as current are classified as non-current.
d. Foreign currencies
In preparing the financial statements of the Company, transactions in currencies other than the Company’s
functional currency (i.e., foreign currencies) are recognized at the rates of exchange prevailing at the dates
of the transactions.
At the end of each reporting period, monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Exchange differences on monetary items arising from settlement or
translation are recognized in profit or loss in the period in which they arise.
Non-monetary items measured at fair value that are denominated in foreign currencies are retranslated at
the rates prevailing at the date when the fair value was determined. Exchange differences arising on the
retranslation of non-monetary items are included in profit or loss for the period except for exchange
differences arising from the retranslation of non-monetary items in respect of which gains and losses are
recognized directly in other comprehensive income, in which case, the exchange differences are also
recognized directly in other comprehensive income.
Non-monetary items that are measured at historical cost in a foreign currency are not retranslated.
For the purpose of presenting the parent company only financial statements, the functional currency of
the Company and its foreign operations (including subsidiaries, associates, joint ventures and branches
in other countries that use currencies which are different from the currency of the Company) are translated
into the presentation currency, the New Taiwan dollar, as follows: Assets and liabilities are translated at
the exchange rates prevailing at the end of the reporting period; income and expense items are translated
at the average exchange rates for the period. The resulting currency translation differences are recognized
in other comprehensive income.
On the disposal of a foreign operation (i.e., a disposal of the Company’s entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary that includes a foreign operation, or a
partial disposal of an interest in a joint arrangement or an associate that includes a foreign operation of
which the retained interest becomes a financial asset), all of the exchange differences accumulated in
equity in respect of that operation are reclassified to profit or loss.
e. Inventories
Inventories consist of raw materials, supplies, finished goods, work-in-process, goods to subcontractor
and merchandise and are stated at the lower of cost or net realizable value. Inventory write-downs are
made by item, except where it may be appropriate to group similar or related items. Net realizable value
is the estimated selling price of inventories less all estimated costs of completion and costs necessary to
make the sale. Inventories are recorded at weighted-average cost on the balance sheet date.
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f. Investments in subsidiaries
Investments in subsidiaries are accounted for using the equity method.
A subsidiary is an entity (including a structured entity) that is controlled by the Company.
Under the equity method, the investment is initially recognized at cost and the carrying amount is
increased or decreased to recognize the Company’s share of the profit or loss and other comprehensive
income of the subsidiary after the date of acquisition. Besides, the Company also recognizes the
Company’s share of the change in other equity of the subsidiary.
Changes in the Company’s ownership interests in subsidiaries that do not result in the Company’s loss of
control over the subsidiaries are accounted for as equity transactions. Any difference between the carrying
amounts of the investment and the fair value of the consideration paid or received is recognized directly
in equity.
When the Company’s share of losses of a subsidiary equals or exceeds its interest in that subsidiary (which
includes any carrying amount of the investment accounted for using the equity method and long-term
interests that, in substance, form part of the Company’s net investment in the subsidiary), the Company
continues recognizing its share of further losses.
Any excess of the cost of acquisition over the Company’s share of the net fair value of the identifiable
assets and liabilities of a subsidiary at the date of acquisition is recognized as goodwill, which is included
within the carrying amount of the investment and is not amortized. Any excess of the Company’s share
of the net fair value of the identifiable assets and liabilities over the cost of acquisition is recognized
immediately in profit or loss.
The Company assesses its investment for any impairment by comparing the carrying amount with the
estimated recoverable amount as assessed based on the investee’s financial statements as a whole.
Impairment loss is recognized when the carrying amount exceeds the recoverable amount. If the
recoverable amount of the investment subsequently increases, the Company recognizes reversal of the
impairment loss; the adjusted post-reversal carrying amount should not exceed the carrying amount that
would have been recognized (net of amortization or depreciation) had no impairment loss been recognized
in prior years. An impairment loss recognized on goodwill cannot be reversed in a subsequent period.
When the Company loses control of a subsidiary, it recognizes the investment retained in the former
subsidiary at its fair value at the date when control is lost. The difference between the fair value of the
retained investment plus any consideration received and the carrying amount of previous investment at
the date when control is lost is recognized as a gain or loss in profit or loss. Besides, the Company
accounts for all amounts previously recognized in other comprehensive income in relation to that
subsidiary on the same basis as would be required had the Company directly disposed of the related assets
or liabilities.
Profit or loss resulting from downstream transactions is eliminated in full only in the parent company
only financial statements. Profit and loss resulting from upstream transactions and transactions between
subsidiaries is recognized only in the parent company only financial statements and only to the extent of
interests in the subsidiaries that are not related to the Company.
g. Investments in associates
An associate is an entity over which the Company has significant influence and that is neither a subsidiary
nor an interest in a joint venture.
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The Company uses the equity method to account for its investments in associates.
Under the equity method, investments in an associate are initially recognized at cost and adjusted
thereafter to recognize the Company’s share of the profit or loss and other comprehensive income of the
associate. The Company also recognizes the changes in the Company’s share of equity of associates
attributable to the Company.
Any excess of the cost of acquisition over the Company’s share of the net fair value of the identifiable
assets and liabilities of an associate at the date of acquisition is recognized as goodwill, which is included
within the carrying amount of the investment and is not amortized. Any excess of the Company’s share
of the net fair value of the identifiable assets and liabilities over the cost of acquisition, after reassessment,
is recognized immediately in profit or loss.
When the Company subscribes for additional new shares of the associate at a percentage different from
its existing ownership percentage, the resulting carrying amount of the investment differs from the
amount of the Company’s proportionate interest in the associate. The Company records such a difference
as an adjustment to investments with the corresponding amount charged or credited to capital surplus changes in the Company’s share of equity of associates. If the Company’s ownership interest is reduced
due to the additional subscription of the new shares of associate, the proportionate amount of the gains or
losses previously recognized in other comprehensive income in relation to that associate is reclassified to
profit or loss on the same basis as would be required if the investee had directly disposed of the related
assets or liabilities. When the adjustment should be debited to capital surplus, but the capital surplus
recognized from investments accounted for by the equity method is insufficient, the shortage is debited
to retained earnings.
When the Company’s share of losses of an associate equals or exceeds its interest in that associate (which
includes any carrying amount of the investment accounted for by the equity method and long-term
interests that, in substance, form part of the Company’s net investment in the associate), the Company
discontinues recognizing its share of further losses. Additional losses and liabilities are recognized only
to the extent that the Company has incurred legal obligations, or constructive obligations, or made
payments on behalf of that associate.
The entire carrying amount of the investment (including goodwill) is tested for impairment as a single
asset by comparing its recoverable amount with its carrying amount. Any impairment loss recognized is
deducted from the carrying amount of the investment. Any reversal of that impairment loss is recognized
to the extent that the recoverable amount of the investment subsequently increases.
The Company discontinues the use of the equity method from the date on which its investment ceases to
be an associate. Any retained investment is measured at fair value at that date and the fair value is regarded
as its fair value on initial recognition as a financial asset. The difference between the previous carrying
amount of the associate attributable to the retained interest and its fair value is included in the
determination of the gain or loss on disposal of the associate. The Company accounts for all amounts
previously recognized in other comprehensive income in relation to that associate on the same basis as
would be required if that associate had directly disposed of the related assets or liabilities. If an investment
in an associate becomes an investment in a joint venture or an investment in a joint venture becomes an
investment in an associate, the Company continues to apply the equity method and does not remeasure
the retained interest.
When the Company transacts with its associate, profits and losses resulting from the transactions with the
associate are recognized in the Company’ financial statements only to the extent of interests in the
associate of entities that are not related to the Company.
h. Property, plant and equipment
Property, plant and equipment are stated at cost, less recognized accumulated depreciation and
accumulated impairment loss.
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Property, plant and equipment in the course of construction are measured at cost, less any recognized
impairment loss. Cost includes professional fees and borrowing costs eligible for capitalization. Such
assets are depreciated and classified to the appropriate categories of property, plant and equipment when
completed and ready for intended use.
Except for freehold land which is not depreciated, the depreciation of property, plant and equipment is
recognized using the straight-line method. Each significant part is depreciated separately. For assets
which were held under finance leases before January 1, 2019, if their respective lease terms are shorter
than their useful lives, such assets are depreciated over their lease terms. The estimated useful lives,
residual values and depreciation methods are reviewed at the end of each reporting period, with the effects
of any changes in the estimates accounted for on a prospective basis.
On derecognition of an item of property, plant and equipment, the difference between the sales proceeds
and the carrying amount of the asset is recognized in profit or loss.
i.

Intangible assets
1) Intangible assets acquired separately
Intangible assets with finite useful lives that are acquired separately are initially measured at cost and
subsequently measured at cost less accumulated amortization. Amortization is recognized on a
straight-line basis. The estimated useful life, residual value, and amortization method are reviewed at
the end of each reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.
2) Derecognition of intangible assets
On derecognition of an intangible asset, the difference between the net disposal proceeds and the
carrying amount of the asset, is recognized in profit or loss.

j.

Impairment of tangible and intangible assets related to contract costs
At the end of each reporting period, the Company reviews the carrying amounts of its tangible and
intangible assets, excluding goodwill, to determine whether there is any indication that those assets have
suffered any impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss. When it is not possible to estimate the
recoverable amount of an individual asset, the Company estimates the recoverable amount of the cashgenerating unit to which the asset belongs. Corporate assets are allocated to the smallest group of cashgenerating units on a reasonable and consistent basis of allocation.
Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually and whenever there is an indication that the assets may be impaired.
The recoverable amount is the higher of fair value less costs to sell and value in use. If the recoverable
amount of an asset or cash-generating unit is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its recoverable amount, with the resulting
impairment loss recognized in profit or loss.
Before the Company recognizes an impairment loss from assets related to contract costs, any impairment
loss on inventories, property, plant and equipment and intangible assets related to the contract applicable
under IFRS 15 shall be recognized in accordance with applicable standards. Then, impairment loss from
the assets related to the contract costs is recognized to the extent that the carrying amount of the assets
exceeds the remaining amount of consideration that the Company expects to receive in exchange for
related goods or services less the costs which relate directly to providing those goods or services and
which have not been recognized as expenses. The assets related to the contract costs are then included in
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the carrying amount of the cash-generating unit to which they belong for the purpose of evaluating
impairment of that cash-generating unit.
When an impairment loss is subsequently reversed, the carrying amount of the corresponding asset, cashgenerating unit or assets related to contract costs is increased to the revised estimate of its recoverable
amount, but only to the extent of the carrying amount that would have been determined had no impairment
loss been recognized for the asset, cash-generating unit or assets related to contract costs in prior years.
A reversal of an impairment loss is recognized in profit or loss.
k. Financial instruments
Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the instruments.
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to an acquisition or issuance of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss (FVTPL)) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at FVTPL are recognized immediately in profit or loss.
1) Financial assets
All regular way purchases or sales of financial assets are recognized and derecognized on a trade date
basis.
a) Measurement categories
Financial assets are classified into the following categories: Financial assets at FVTPL, financial
assets at amortized cost and equity instruments at FVTOCI.
i. Financial assets at FVTPL
Financial assets are classified as at FVTPL when such a financial asset is mandatorily
classified or designated as at FVTPL. Financial assets mandatorily classified as at FVTPL
include investments in equity instruments which are not designated as at FVTOCI and debt
instruments that do not meet the amortized cost criteria or the FVTOCI criteria.
Financial assets at FVTPL are stated at fair value, with any gains or losses arising on
remeasurement recognized in profit or loss. Refer to Note 27 for the determination of fair
value of the financial assets.
ii. Financial assets at amortized cost
Financial assets that meet the following conditions are subsequently measured at amortized
cost:
i) The financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows; and
ii) The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.
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Subsequent to initial recognition, financial assets at amortized cost, including cash and cash
equivalents and trade receivables at amortized cost, are measured at amortized cost, which
equals the gross carrying amount determined using the effective interest method less any
impairment loss. Exchange differences are recognized in profit or loss.
Cash equivalents include time deposits with original maturities within 3 months from the date
of acquisition, which are highly liquid, readily convertible to a known amount of cash and are
subject to an insignificant risk of changes in value. These cash equivalents are held for the
purpose of meeting short-term cash commitments.
iii. Investments in equity instruments at FVTOCI
On initial recognition, the Company may make an irrevocable election to designate
investments in equity instruments as at FVTOCI. Designation as at FVTOCI is not permitted
if the equity investment is held for trading or if it is contingent consideration recognized by
an acquirer in a business combination.
Investments in equity instruments at FVTOCI are subsequently measured at fair value with
gains and losses arising from changes in fair value recognized in other comprehensive income
and accumulated in other equity. The cumulative gain or loss will not be reclassified to profit
or loss on disposal of the equity investments; instead, it will be transferred to retained earnings.
Dividends on these investments in equity instruments are recognized in profit or loss when
the Company’s right to receive the dividends is established, unless the dividends clearly
represent a recovery of part of the cost of the investment.
b) Impairment of financial assets and contract assets
The Company recognizes a loss allowance for expected credit losses (ECLs) on financial assets
at amortized cost (including trade receivables), as well as contract assets.
The Company always recognizes lifetime ECLs for trade receivables and contract assets. For all
other financial instruments, the Company recognizes lifetime ECLs when there has been a
significant increase in credit risk since initial recognition. If, on the other hand, the credit risk on
a financial instrument has not increased significantly since initial recognition, the Company
measures the loss allowance for that financial instrument at an amount equal to 12-month ECLs.
ECLs reflect the weighted average of credit losses with the respective risks of a default occurring
as the weights. Lifetime ECLs represent the ECLs that will result from all possible default events
over the expected life of a financial instrument. In contrast, 12-month ECLs represent the portion
of lifetime ECLs that is expected to result from default events on a financial instrument that are
possible within 12 months after the reporting date.
The impairment loss of all financial assets is recognized in profit or loss by a reduction in their
carrying amounts through a loss allowance account, except for investments in debt instruments
that are measured at FVTOCI, for which the loss allowance is recognized in other comprehensive
income and the carrying amounts of such financial assets are not reduced.
c) Derecognition of financial assets
The Company derecognizes a financial asset only when the contractual rights to the cash flows
from the asset expire or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another party.
On derecognition of a financial asset at amortized cost in its entirety, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable is recognized
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in profit or loss. On derecognition of an investment in a debt instrument at FVTOCI, the difference
between the asset’s carrying amount and the sum of the consideration received and receivable and
the cumulative gain or loss which had been recognized in other comprehensive income is
recognized in profit or loss. However, on derecognition of an investment in an equity instrument
at FVTOCI, the difference between the asset’s carrying amount and the sum of the consideration
received and receivable is recognized in profit or loss, and the cumulative gain or loss which had
been recognized in other comprehensive income is transferred directly to retained earnings,
without recycling through profit or loss.
2) Equity instruments
Debt and equity instruments issued by the Company are classified as either financial liabilities or as
equity in accordance with the substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.
Equity instruments issued by the Company are recognized at the proceeds received, net of direct issue
costs.
The repurchase of the Company’s own equity instruments is recognized in and deducted directly from
equity. No gain or loss is recognized in profit or loss on the purchase, sale, issuance or cancellation
of the Company’s own equity instruments.
3) Financial liabilities
a) Subsequent measurement
Except the following situations, all financial liabilities are measured at amortized cost using the
effective interest method:
i. Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when such financial liabilities are either held
for trading or are designated as at FVTPL.
Financial liabilities held for trading are stated at fair value, and any interest paid on such
financial liabilities is recognized in finance costs; any remeasurement gains or losses on such
financial liabilities are recognized in other gains or losses.
Fair value is determined in the manner described in the manner described in Note 27.
b) Derecognition of financial liabilities
The difference between the carrying amount of the financial liability derecognized and the
consideration paid, including any non-cash assets transferred or liabilities assumed, is recognized
in profit or loss.
4) Convertible bonds
The component parts of compound instruments (i.e., convertible bonds) issued by the Company are
classified separately as financial liabilities and equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability and an equity instrument.
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On initial recognition, the fair value of the liability component is estimated using the prevailing
market interest rate for similar non-convertible instruments. This amount is recorded as a liability on
an amortized cost basis using the effective interest method until extinguished upon conversion or
upon the instrument’s maturity date. Any embedded derivative liability is measured at fair value.
The conversion option classified as equity is determined by deducting the amount of the liability
component from the fair value of the compound instrument as a whole. This is recognized and
included in equity, net of income tax effects, and is not subsequently remeasured. In addition, the
conversion option classified as equity will remain in equity until the conversion option is exercised,
in which case, the balance recognized in equity will be transferred to capital surplus - share premiums.
When the conversion option remains unexercised at maturity, the balance recognized in equity will
be transferred to capital surplus - share premiums.
Transaction costs that relate to the issuance of the convertible notes are allocated to the liability and
equity components in proportion to the allocation of the gross proceeds. Transaction costs relating to
the equity component are recognized directly in equity. Transaction costs relating to the liability
component are included in the carrying amount of the liability component.
5) Derivative financial instruments
The Company enters into a variety of derivative financial instruments to manage its exposure to
foreign exchange rate risks, including foreign exchange forward contracts.
Derivatives are initially recognized at fair value at the date on which the derivative contracts are
entered into and are subsequently remeasured to their fair value at the end of each reporting period.
The resulting gain or loss is recognized in profit or loss immediately unless the derivative is
designated and effective as a hedging instrument; in which event, the timing of the recognition in
profit or loss depends on the nature of the hedging relationship. When the fair value of a derivative
financial instrument is positive, the derivative is recognized as a financial asset; when the fair value
of a derivative financial instrument is negative, the derivative is recognized as a financial liability.
l.

Revenue recognition
The Company identifies contracts with customers, allocates the transaction price to the performance
obligations and recognizes revenue when performance obligations are satisfied.
For contracts where the period between the date on which the Company transfers a promised good or
service to a customer and the date on which the customer pays for that good or service is one year or less,
the Company does not adjust the promised amount of consideration for the effects of a significant
financing component.
 Revenue from the sale of goods
When the product arrives at the customer’s designated place or when it is shipped, the customer has
the right to set the price and use of the goods and has the primary responsibility for reselling, and
bears the risk of obsolescence of the goods. The Company recognizes revenue and accounts receivable
at that time.
The Company does not recognize sales revenue on materials delivered to subcontractors because this
delivery does not involve a transfer of risks and rewards of materials ownership.

m. Leases
2019
At the inception of a contract, the Company assesses whether the contract is, or contains, a lease.
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1) The Company as lessor
Leases are classified as finance leases whenever the terms of a lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.
Lease payments (less any lease incentives payable) from operating leases are recognized as income
on a straight-line basis over the terms of the relevant leases.
2) The Company as lessee
The Company recognizes right-of-use assets and lease liabilities for all leases at the commencement
date of a lease, except for short-term leases and low-value asset leases accounted for applying a
recognition exemption where lease payments are recognized as expenses on a straight-line basis over
the lease terms.
Right-of-use assets are initially measured at cost, which comprises the initial measurement of lease
liabilities adjusted for lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs needed to restore the underlying assets, and less any
lease incentives received. Right-of-use assets are subsequently measured at cost less accumulated
depreciation and impairment losses and adjusted for any remeasurement of the lease liabilities. Rightof-use assets are presented on a separate line in the balance sheets.
Right-of-use assets are depreciated using the straight-line method from the commencement dates to
the earlier of the end of the useful lives of the right-of-use assets or the end of the lease terms.
Lease liabilities are initially measured at the present value of the lease payments, which comprise
fixed payments, in-substance fixed payments, variable lease payments which depend on an index or
a rate, residual value guarantees, the exercise price of a purchase option if the Company is reasonably
certain to exercise that option, and payments of penalties for terminating a lease if the lease term
reflects such termination, less any lease incentives receivable. The lease payments are discounted
using the interest rate implicit in a lease, if that rate can be readily determined. If that rate cannot be
readily determined, the Company uses the lessee’s incremental borrowing rate.
Subsequently, lease liabilities are measured at amortized cost using the effective interest method, with
interest expense recognized over the lease terms. When there is a change in a lease term, a change in
the amounts expected to be payable under a residual value guarantee, a change in the assessment of
an option to purchase an underlying asset, or a change in future lease payments resulting from a
change in an index or a rate used to determine those payments, the Company remeasures the lease
liabilities with a corresponding adjustment to the right-of-use-assets. However, if the carrying amount
of the right-of-use assets is reduced to zero, any remaining amount of the remeasurement is
recognized in profit or loss. Lease liabilities are presented on a separate line in the consolidated
balance sheets.
2018
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.
a) The Company as lessor
Rental income from operating leases is recognized on a straight-line basis over the term of the relevant
lease.
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b) The Company as lessee
Operating lease payments are recognized as expenses on a straight-line basis over the lease term.
n. Employee benefits
1) Short-term employee benefits
Liabilities recognized in respect of short-term employee benefits are measured at the undiscounted
amount of the benefits expected to be paid in exchange for the related services.
2) Retirement benefits
Payments to defined contribution retirement benefit plans are recognized as an expense when
employees have rendered service entitling them to the contributions.
Defined benefit costs (including service cost, net interest and remeasurement) under the defined
benefit retirement benefit plans are determined using the projected unit credit method. Service cost
(including current service cost and past service cost) and net interest on the net defined benefit liability
(asset) are recognized as employee benefits expense in the period they occur, or when the plan
amendment or curtailment occurs or when the settlement occurs. Remeasurement, comprising
actuarial gains and losses and the return on plan assets (excluding interest), is recognized in other
comprehensive income in the period in which they occur. Remeasurement recognized in other
comprehensive income is reflected immediately in retained earnings and will not be reclassified to
profit or loss.
Net defined benefit liability (asset) represents the actual deficit (surplus) in the Company’s defined
benefit plan. Any surplus resulting from this calculation is limited to the present value of any refunds
from the plans or reductions in future contributions to the plans.
o. Employee share options
Employee share options granted to employees are measured at the fair value of the equity instruments at
the grant date.
The fair value determined at the grant date of the employee share options is expensed on a straight-line
basis over the vesting period, based on the Company’s best estimate of the number of options that are
expected to ultimately vest, with a corresponding increase in capital surplus - employee share options. It
is recognized as an expense in full at the grant date when the share options granted vest immediately.
At the end of each reporting period, the Company revises its estimate of the number of employee share
options expected to vest. The impact of the revision of the original estimates is recognized in profit or
loss such that the cumulative expense reflects the revised estimate, with a corresponding adjustment to
the capital surplus - employee share options.
p. Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
1) Current tax
According to the Income Tax Law, an additional tax on unappropriated earnings is provided for in
the year the shareholders approve to retain the earnings.
Adjustments of prior years’ tax liabilities are added to or deducted from the current year’s tax
provision.
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2) Deferred tax
Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax
assets are generally recognized for all deductible temporary differences and unused loss carryforward
to the extent that it is probable that taxable profits will be available against which those deductible
temporary differences can be utilized.
Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries and associates, and interests in joint arrangements, except where the Company is able
to control the reversal of the temporary difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary
differences associated with such investments and interests are only recognized to the extent that it is
probable that there will be sufficient taxable profits against which to utilize the benefits of the
temporary differences and they are expected to reverse in the foreseeable future.
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered. A previously unrecognized deferred tax asset is also reviewed at
the end of each reporting period and recognized to the extent that it has become probable that future
taxable profit will allow the deferred tax asset to be recovered.
Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period
in which the liability is settled or the asset realized, based on tax rates and tax laws that have been
enacted or substantively enacted by the end of the reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would follow from the manner in which the
Company expects, at the end of the reporting period, to recover or settle the carrying amount of its
assets and liabilities.
3) Current tax and deferred tax for the year
Current tax and deferred tax are recognized in profit or loss, except when they relate to items that are
recognized in other comprehensive income or directly in equity, in which case, the current tax and
deferred tax are also recognized in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a business combination, the
tax effect is included in the accounting for the business combination.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY
In the application of the Company’s accounting policies, management is required to make judgments,
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered relevant. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.
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6. CASH AND CASH EQUIVALENTS
December 31
2019
Cash on hand
Checking accounts and demand deposits
Cash equivalents (investments with original maturities of less than
three months)
Time deposits

$

2018

1,210
165,387

$

1,416
65,158

-

89,995

$ 166,597

$ 156,569

The market rate intervals of cash in the bank at the end of the year were as follows:
December 31

Bank balance
Time deposits

2019

2018

0.001%-0.35%
-

0.001%-0.5%
2.5%-3.15%

7. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS
December 31
2019

2018

Financial assets at FVTPL - current
Financial assets mandatorily classified as at FVTPL
Derivative financial liabilities (not under hedge accounting)
Foreign exchange forward contracts

$

1,772

$

2,034

$

1,538
1,442

$ 10,289
-

$

2,980

$ 10,289

Financial liabilities at FVTPL - current
Financial liabilities held for trading
Derivative financial liabilities (not under hedge accounting)
Foreign exchange forward contracts
Foreign currency swap contracts

a. At the end of the year, outstanding foreign exchange forward contracts not under hedge accounting were
as follows:

Currency

Maturity Date

Notional Amount
(In Thousands)

December 31, 2019
Buy
Sell

EUR/NTD
USD/CNY

2020.2.13
2020.1.15-2020.10.30

EUR1,500/NTD50,508
USD10,000/CNY69,985

JPY/NTD
USD/CNY

2019.2.26-2019.3.4
2019.1.31-2019.10.29

JPY600,000/NTD166,820
USD12,000/CNY80,593

December 31, 2018
Sell
Sell
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b. At the end of the year, outstanding foreign currency swap contracts not under hedge accounting were as
follows:
Notional Amount
(In Thousands)

Maturity Date

Exchange Rate

USD2,000

2020.2.27

30.687-30.699

December 31, 2019
December 31, 2018: None

The Company entered into foreign exchange forward contracts and foreign currency swap contracts to
manage exposures to exchange rate fluctuations of foreign currency denominated assets and liabilities.

8. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
December 31
2019

2018

$ 367,840

$ 100,700

Non-current
Domestic investments
Listed shares and emerging market shares

9. FINANCIAL ASSETS AT AMORTIZED COST
December 31
2019

2018

$ 50,000

$ 50,000

Non-current
Private corporate bond with no active market

The Company bought five units of five-year corporate bond without security issued by Snowdown
Merchandise Corporation with a coupon rate of 2.75%, at a par value of $10,000 thousand, as of April 2017.

10. TRADE RECEIVABLES AND OTHER RECEIVABLES
December 31
2019

2018

Trade receivables (including related parties)
At amortized cost
Gross carrying amount
Less: Allowance for impairment loss
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$

776,461
(81)

$ 1,010,215
(1,299)

$

776,830

$ 1,008,916
(Continued)

December 31
2019

2018

Other receivables
Sale of raw materials
Tax refund receivable
Others
Less: Allowance for impairment loss

$

91,775
5,075
454
-

$

$

97,304

$

29,347
7,710
729
37,786
(Concluded)

In order to minimize credit risk, the management of the Company has delegated a team responsible for
determining credit limits, credit approvals and other monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Company reviews the recoverable amount of each individual
trade debt at the end of the reporting period to ensure that adequate allowance is made for possible
irrecoverable amounts. In this regard, the management believes the Company’s credit risk was significantly
reduced.
The Company applies the simplified approach to estimate ECLs, which permits the use of a lifetime expected
loss allowance for all trade receivables. The ECLs on trade receivables are estimated by taking into
consideration the historical credit loss experience with the respective debtor, the current financial position of
the debtor, and the current and future economic conditions of the industry as well as the overall economy.
The overdue trade receivable will be provided with an allowance of 0% to 100% and 0.03% to 100% as of
December 31, 2019 and December 31, 2018.
The Company writes off a trade receivable when there is information indicating that the debtor is in severe
financial difficulty and there is no realistic prospect of recovery, e.g., for trade receivables that have been
written off, the Company continues to engage in enforcement activity to attempt to recover the receivables
due. Where recoveries are made, these are recognized in profit or loss.
The aging of receivables was as follows:
December 31
2019
Less than 30 days
31-60 days
61-120 days
More than 121 days

2018

$

377,134
231,725
148,161
19,441

$

383,291
333,170
266,484
27,270

$

776,461

$ 1,010,215

The above aging schedule was based on the number of overdue days from the posting date.
The movements of the loss allowance of trade receivables were as follows:
For the Year Ended December 31
2019
2018
Balance at January 1
Add: Net remeasurement of loss allowance
Less: Amounts written off

$

Balance at December 31

$
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1,299
(1,218)
81

$

1,276
23
-

$

1,299

11. INVENTORIES
December 31
2019
Merchandise
Finished goods
Work in progress
Raw materials and supplies
Goods to subcontractor
Inventory in transit

$

2018

65,410
23,864
776,064
24,738
25
39,080

$ 929,181

$

62,292
38,717
467,451
185,975
456
116,871

$ 871,762

The cost of inventories recognized as cost of goods sold for the years ended December 31, 2019 and 2018
was $7,495,439 thousand and $7,549,299 thousand, respectively. Both of the cost of inventories recognized
as cost of goods sold for the years ended December 31, 2019 and 2018 included inventory write-downs of $0
thousand.

12. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD
December 31

Investments in subsidiaries
Investments in associates

2019

2018

$ 3,283,863
122,555

$ 3,086,038
98,336

$ 3,406,418

$ 3,184,374

a. Investments in subsidiaries
December 31
2019
Kwong Lung Feather (B.V.I.) Limited
Kwong Lung Meko Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
Kwong Lung Japan Co., Ltd.
P&B Collection Co., Ltd.
Toptex Garment Co., Ltd.
Klego Co., Ltd.
Kwong Lung Europe Sp. Z O. O.
Kwong Lung-O Mon Company Limited

$

788,022
1,053,744
773,740
303,878
241,998
41,670
4,219
76,592

$ 3,283,863

2018
$

837,479
973,307
618,007
293,573
253,425
26,751
8,727
2,088
72,681

$ 3,086,038

1) Klego Co., Ltd. was dissolved after the merger with P&B Collection Co., Ltd. on September 1, 2019,
and P&B Collection Co., Ltd. is the surviving company.
2) In January 2018, the Company acquired control of the Viet Tien Meko Company Limited, which was
originally a joint venture investment company, and changed its name to “Kwong Lung-O Mon
Company Limited”.
3) Refer to Table 5 for the details of the subsidiaries indirectly held by the Company.
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4) The share of net income and other comprehensive income from subsidiaries under equity method for
the years ended December 31, 2019 and 2018 were accounted for based on the audited financial
statements.
b. Investments in associates
December 31
2019
Associates that are not individually material

2018

$ 122,555

$

98,336

Aggregate information of associates that are not individually material
For the Year Ended December 31
2019
2018
The Company’s share of:
Profit (loss) from continuing operations
Other comprehensive income

$

Total comprehensive income for the year

(116)
10,334

$ 16,755
1,577

$ 10,218

$ 18,332

13. PROPERTY, PLANT AND EQUIPMENT
Machinery
Equipment

Transportation
Equipment

Other
Equipment

Property
under
Construction

Total

Freehold Land

Buildings

Balance at January 1, 2018
Additions
Disposals
Reclassification

$ 359,550
(122,920 )
-

$ 231,463
440
(24,091 )
243,875

$

88,766
2,110
(129 )
2,597

$

836
-

$ 107,702
7,282
(2,845 )
11,169

$ 162,544
97,611
(257,641 )

$ 950,861
107,443
(149,985 )
-

Balance at December 31, 2018

$ 236,630

$ 451,687

$

93,344

$

836

$ 123,308

$

2,514

$ 908,319

Balance at January 1, 2018
Depreciation expense
Disposals

$

-

$ 128,362
9,421
(1,486 )

$

83,772
2,174
(129 )

$

836
-

$

$

-

$ 311,930
16,956
(4,460 )

Balance at December 31, 2018

$

-

$ 136,297

$

85,817

$

836

$ 101,476

$

-

$ 324,426

Carrying amounts at December 31,
2018

$ 236,630

$ 315,390

$

7,527

$

-

$

$

2,514

$ 583,893

Balance at January 1, 2019
Additions
Disposals
Reclassification

$ 236,630
219,116
-

$ 451,687
3,133
(4,755 )
26,934

$

93,344
302
(906 )
-

$

836
-

$ 123,308
1,602
(11,840 )
8,696

$

2,514
60,535
(35,630 )

$ 908,319
284,688
(17,501 )
-

Balance at December 31, 2019

$ 455,746

$ 476,999

$

92,740

$

836

$ 121,766

$

27,419

$1,175,506

Balance at January 1, 2019
Depreciation expense
Disposals

$

-

$ 136,297
16,686
(4,755 )

$

85,817
1,894
(906 )

$

836
-

$ 101,476
8,737
(11,699 )

$

-

$ 324,426
27,317
(17,360 )

Balance at December 31, 2019

$

-

$ 148,228

$

86,805

$

836

$

98,514

$

-

$ 334,383

Carrying amounts at December 31,
2019

$ 455,746

$ 328,771

$

5,935

$

-

$

23,252

$

27,419

$ 841,123

Cost

Accumulated depreciation
98,960
5,361
(2,845 )

21,832

Cost

Accumulated depreciation

255

The above items of property, plant and equipment are depreciated on a straight-line basis over the estimated
useful life as follows:
Building
Main buildings
Construction
Machinery equipment
Transportation equipment
Other equipment
Utilities equipment
Air conditioning
Others
Leasehold improvements

36 to 51 years
1 to 26 years
2 to 15 years
4 to 6 years
5 to 23 years
36 to 51 years
2 to 16 years
1 to 5 years

14. LEASE ARRANGEMENTS
a. Right-of-use assets - 2019

Adjustments
Arising from
Initial
Application

Carrying
Amount
Adjustments
as of
January 1,
2019

-

$ 61,854
1,000
10,884
$ 73,738

$ 61,854
1,000
10,884
73,738

-

$

Balance at
January 1,
2019

Item

Additions

Disposals

$

-

$

$ 13,472
240
5,189
$ 18,901

$

Balance at
December 31,
2019

Cost
Buildings
Machinery equipment
Transportation equipment

$

$

$

-

$ 61,854
1,000
10,884
73,738

-

13,472
240
5,189
18,901

Accumulated depreciation
Buildings
Machinery equipment
Transportation equipment

Carrying amounts

$

-

$

-

-

$

$ 73,738

$ 54,837

b. Lease liabilities - 2019

Item
Buildings
Machinery equipment
Transportation equipment

Lease Period

Discount Rate

Balance at
December 31,
2019

2017.11.1-2023.12.31
2018.3.1-2023.2.28
2018.2.5-2021.5.13

1.18%-1.28%
1.18%
1.28%

$ 48,666
764
5,731
$ 55,161

Current
Non-current

$ 18,340
$ 36,821
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c. Other lease information
2019
For the Year
Ended
December 31,
2019
Expenses relating to short-term leases and department stores
Expenses relating to low-value asset leases
Total cash outflow for leases

$ 4,604
$
40
$ (24,000)

The Company has elected to apply the recognition exemption and, thus, did not recognize right-of-use
assets and lease liabilities for these leases.

15. OTHER INTANGIBLE ASSETS
December 31

Cost of computer software

2019

2018

$ 36,934

$ 36,110

Other intangible assets are amortized on a straight-line basis over the estimated useful lives 2-5 years.

16. PREPAYMENTS - CURRENT
December 31
2019
Prepayments for purchases
Others

$

2018

78,223
24,148

$

56,892
17,919

$ 102,371

$

74,811

17. BORROWINGS
a. Short-term borrowings
December 31
2019

2018

Unsecured borrowings
Line of credit borrowings

$

Range of interest rates

0.52%-063%

0.53%-0.94%

Amount unused

$ 4,084,781

$ 5,189,091
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74,142

$

267,181

b. Long-term borrowings
December 31
2019

2018

Credit borrowings
Less: Current portion

$ 850,000
-

$ 100,000
-

Long-term borrowings

$ 850,000

$ 100,000

Range of interest rates

1.10%-1.31%

1.30%

Unsecured borrowings

c. Current portion of long-term borrowings
December 31
2019
Current portion of bonds payable

$

2018
-

$ 789,886

18. BONDS PAYABLE
December 31
2019
Unsecured bonds payable
Less: Current portions

2018

$

-

$ 789,886
(789,886)

$

-

$

-

To repay the loan, the Company issued the 1st domestic unsecured convertible bonds with an aggregate
principal amount of $800,000 thousand and a face value of $100 thousand per bond certificate. At the maturity
date of the bonds payable, if the bondholders don’t convert the bonds, the Company has to repay the bonds
at face value in cash. The convertible bonds are separated into option and liability and presented in equity
under the heading of capital surplus - option and liability respectively. The terms and conditions of the bond
are as follows:
a. Issuance date: September 30, 2016
b. Coupon rate: 0%
c. Issuance period: 3 years, and a circulation period from September 30, 2016 to September 30, 2019.
d. Redemption of the convertible bonds
The Company has the right to redeem the outstanding convertible bonds payable at par value in cash
during the period from three month after the issuance date (December 31, 2017) to the date 40 days
(August 21, 2019) prior to the maturity date. The conditions are as follows:
1) The closing price of the Company’s ordinary shares continues being at least 130% of the conversion
price then in effect for 30 consecutive trading days; or
2) The aggregate outstanding balance of the bonds payable is less than 10% of the original issuance
amount.
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e. Redemption method
1) The Company meets the obligation of convertible bonds by issuing ordinary shares.
2) Conversion period:
Except for the book closure period, bondholders are entitled to convert bonds into ordinary shares
from October 31, 2016 to September 30, 2019.
3) The conversion price of the bonds is set up based on the Arithmetic mean of the business day’s share
closing price multiplied by 103% premium rate before the effective date, September 22, 2016. The
conversion price is set initially at 50.88 per share.
a) After the issuance of the convertible bonds, in the event that the Company issued new ordinary
shares or any kind of securities with conversion option or issue ordinary shares as employee bonus,
the Company shall adjust the conversion price of the convertible bonds according to the given
formula when the value of publicly or privately issued ordinary shares increased (including but
not limited to cash replenishment by either public issuance or private placement, earnings
transferred to capital, capital surplus transferred to capital, share issuance in business combination,
share split, and cash replenishment to participate in the issuance of overseas depositary receipts
etc.)
b) After the issuance of the convertible bonds, in the event that the ratio of the cash dividends of the
ordinary shares to the price per share is more than 1.5%, the conversion price shall be reduced on
the basis of the ratio at the effective date.
c) After the issuance of the convertible bonds, the conversion price shall be adjusted according to
the given formula when the Company issues or privately place any kind of securities with
conversion or share option priced lower than the market price per share.
d) After the issuance of the convertible bonds, the conversion price shall be adjusted according to
the given formula when the reduction of the ordinary shares is not because of the reduction of the
treasury shares.
a.
4) The convertible bonds contain both liability and equity components. The equity component was
presented in equity under the heading of capital surplus - option. The effective interest rate of the
liability component was 1.7145% per annum on initial recognition.
Proceeds of the issuance (less transaction costs $5,120 thousand)
Equity component (less transaction costs allocated to the equity component of
$223 thousand)
Liability component at the date of issuance (less transaction costs allocated to
the liability component of $4,897 thousand)
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$ 794,880
(34,657)

$ 760,223

19. OTHER PAYABLES
December 31
2019
Payables for payroll and employee benefit
Payables for bonus to employees
Payables for remuneration of directors and supervisors
Payables for commissions
Payables for equipment
Other payables related parties
Others

$

2018

78,965
17,110
10,550
8,316
260
32,224
44,136

$ 191,561

$

73,458
26,899
11,550
14,000
12,157
27,983
73,819

$ 239,866

20. RETIREMENT BENEFIT PLANS
a. Defined contribution plans
The Company adopted a pension plan under the Labor Pension Act (LPA), which is a state-managed
defined contribution plan. Under the LPA, an entity makes monthly contributions to employees’
individual pension accounts at 6% of monthly salaries and wages.
b. Defined benefit plans
The defined benefit plan adopted by the Company in accordance with the Labor Standards Law is
operated by the government. Pension benefits are calculated on the basis of the length of service and
average monthly salaries of the six months before retirement. The Company contributes amounts equal
to 6% of total monthly salaries and wages to a pension fund administered by the pension fund monitoring
committee. Pension contributions are deposited in the Bank of Taiwan in the committee’s name. Before
the end of each year, the Company assesses the balance in the pension fund. If the amount of the balance
in the pension fund is inadequate to pay retirement benefits for employees who conform to retirement
requirements in the next year, the Company is required to fund the difference in one appropriation that
should be made before the end of March of the next year. The pension fund is managed by the Bureau of
Labor Funds, Ministry of Labor (the “Bureau”); the Company has no right to influence the investment
policy and strategy.
The amounts included in the consolidated balance sheets in respect of the Company’s defined benefit
plans were as follows:
December 31
2019

2018

Present value of defined benefit obligation
Fair value of plan assets

$ 52,569
(21,115)

$ 60,568
(18,159)

Net defined benefit liabilities

$ 31,454

$ 42,409
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Movements in net defined benefit liability (asset) were as follows:
Present Value
of the Defined
Benefit
Obligation

Fair Value of
the Plan Assets

Net Defined
Benefit
Liabilities
(Assets)

Balance at January 1, 2018
Service cost
Current service cost
Past service cost
Net interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts
included in net interest)
Actuarial gain - changes in demographic
assumptions
Actuarial loss - experience adjustments
Recognized in other comprehensive income
Contributions from the employer
Benefits paid - from plan assets
Balance at December 31, 2018
Service cost
Current service cost
Net interest expense (income)
Recognized in profit or loss
Remeasurement
Return on plan assets (excluding amounts
included in net interest)
Actuarial gain - changes in demographic
assumptions
Actuarial loss - experience adjustments
Actuarial gain - changes in financial
assumption
Recognized in other comprehensive income
Contributions from the employer
Benefits paid - from plan assets

$ 65,816

$ (18,087)

$ 47,729

Balance at December 31, 2019

$ 52,569

367
(298)
648
717

13
(2,304)
(2,291)
(3,674)
60,568

(180)
(180)

367
(298)
468
537

(602)

(602)

(602)
(2,964)
3,674
(18,159)

13
(2,304)
(2,893)
(2,964)
42,409

338
600
938

(185)
(185)

338
415
753

-

(668)

(668)

8
(3,671)
1,497
(2,166)
(6,771)

(668)
(8,874)
6,771
$ (21,115)

8
(3,671)
1,497
(2,834)
(8,874)
$ 31,454

Through the defined benefit plans under the Labor Standards Law, the Company is exposed to the
following risks:
1) Investment risk: The plan assets are invested in domestic and foreign equity and debt securities, bank
deposits, etc. The investment is conducted at the discretion of the Bureau or under the mandated
management. However, in accordance with relevant regulations, the return generated by plan assets
should not be below the interest rate for a 2-year time deposit with local banks.
2) Interest risk: A decrease in the government or corporate bond interest rate will increase the present
value of the defined benefit obligation; however, this will be partially offset by an increase in the
return on the plan’s debt investments.
3) Salary risk: The present value of the defined benefit obligation is calculated by reference to the future
salaries of plan participants. As such, an increase in the salary of the plan participants will increase
the present value of the defined benefit obligation.
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The actuarial valuations of the present value of the defined benefit obligation were carried out by qualified
actuaries. The significant assumptions used for the purposes of the actuarial valuations were as follows:
December 31

Discount rate(s)
Expected rate(s) of salary increase

2019

2018

0.70%
3.00%

1.00%
3.00%

If possible reasonable change in each of the significant actuarial assumptions will occur and all other
assumptions will remain constant, the present value of the defined benefit obligation would increase
(decrease) as follows:
December 31

Discount rate(s)
0.25% increase
0.25% decrease
Expected rate(s) of salary increase
0.25% increase
0.25% decrease

2019

2018

$ (1,253)
$ 1,300

$ (1,514)
$ 1,572

$ 1,267
$ (1,228)

$ 1,537
$ (1,489)

The sensitivity analysis presented above may not be representative of the actual change in the present
value of the defined benefit obligation as it is unlikely that the change in assumptions would occur in
isolation of one another as some of the assumptions may be correlated.
December 31
2019
Expected contributions to the plan for the next year
Average duration of the defined benefit obligation

$

2018

2,980
9 years

$

1,743

10 years

21. EQUITY
a. Share capital
Ordinary shares
December 31

Number of shares authorized (in thousands)
Shares authorized
Number of shares issued and fully paid (in thousands)
Shares issued

2019

2018

180,000
$ 1,800,000
130,308
$ 1,303,075

180,000
$ 1,800,000
110,354
$ 1,103,540

The authorized shares include shares allocated for exercise of employee share option and convert
convertible bonds.
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Preference shares
The board of directors resolved to issue preference shares A on September 25, 2018. The issuance of
preference shares A was approved under the Rule No. 1070337798 issued by FSC on October 25, 2018.
The total amount of preference share A issued was $910,000 thousand, consisting of 18,200 thousand
shares sold at $50, with a par value of $10. The record date of capital increase was December 20, 2018.
The payment of all issued preference shares was received and the relevant statutory registration
procedures were completed. The preference shares are classified as equity.
The rights and obligations of the preference shares A are as follows:
1) The preference shares are perpetual.
2) The dividends of preferred shares A is capped at 5% per annum on the issue price. The dividend rate
will be set as 5-year IRS + (fixed rate). The fixed rate will be reset after one business day when 5year is due.
3) The fiscal year-end earnings of the Company shall be applied to the following in order: Payments of
taxes, adjustments per financial and accounting principle, making-up of deficit, legal reserve, special
reserve by law or reversal, and the remaining shall be paid to holders of preference shares as the
current year’s dividends. The company has discretion over the dividend distribution of preference
shares A. The company may decide not to distribute dividends of preference shares in the following
circumstances: (a) there are no earnings in a fiscal year, and (b) the earnings are insufficient to
distribute dividends of preference shares. The cancellation of dividend payment should not constitute
an event of default. The preference shares are noncumulative, and the preference shareholders do not
have the right to claim any of the unpaid or omitted dividends in the future. Preference shares divided
will be paid in cash every year after the Annual General Meeting has approved on the audited financial
reports. The board will decide on a payment record date for distributing the dividend. Preference
shares dividend on the issued year and redeemed year will be calculated based on actual number of
days issued.
4) Preference shareholders are not entitled to received ordinary shares’ cash or share dividends derived
from earnings or capital reserve.
5) Preference shares may be redeemed in whole or in part at issue price anytime after five years of
issuance at the original issued price. Unredeemed preference shares shall continue to have the rights
and obligations of issuance terms prescribed in this Article. Preference shares dividend on the
redeemed year will be calculated based on actual number of days issued.
6) The order of claim for distribution of property is prior to ordinary shares. The claim of all series of
preference shareholders is equal, but subordinate to the holders of debts. The repayment shall be
capped at the respective issue amount of preference shares upon liquidation.
7) Preference shareholders do not have voting rights or suffrage. However, they have voting rights with
respect to agendas related to the rights and obligations of preference shares in shareholders’ meetings.
8) Preference shares cannot be converted to ordinary shares within one year after the preference share
issuance. The actual conversion period will be subjected to the terms approved by the chairman.
Preference shareholders A then can convert partially or wholly into ordinary shares based on the
approved conversion terms and period. (conversion ratio 1:1) Once preference shares shareholders A
are converted to ordinary shares, it has the same rights as ordinary shareholders. The preference shares
dividend will be distributed based on the actual number of days issued. Preference shares shareholders
A are not entitled to preference share dividend if the preference shares are converted to ordinary share
prior to the ex-dividend record date, but are entitled to ordinary shares dividend derived from earnings
and capital reserve.
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9) Preference shareholders have the same pre-emptive right as ordinary shareholders for newly issued
shares.
b. Capital surplus
The capital surplus arising from shares issued in excess of par (including share premium from issuance
of ordinary shares and treasury share transactions) may be used to offset a deficit; in addition, when the
Company has no deficit, such capital surplus may be distributed as cash dividends or transferred to share
capital (limited to a certain percentage of the Company’s capital surplus and once a year).
The capital surplus arising from employee share and convertible bond options may not be used for any
purpose.
c. Retained earnings and dividends policy
Under the dividends policy as set forth in the amended Articles, where the Company made a profit in a
fiscal year, the profit shall be first utilized for paying taxes, offsetting losses of previous years, setting
aside as a legal reserve of 10% of the remaining profit, setting aside or reversing a special reserve in
accordance with the laws and regulations, and then any remaining profit together with any undistributed
retained earnings shall be used by the Company’s board of directors as the basis for proposing a
distribution plan, which should be resolved in the shareholders’ meeting for the distribution of dividends
and bonuses to shareholders.
The Company’s Articles also stipulate a dividends policy whereby the issuance of share dividends takes
precedence over the payment of cash dividends. In principle, cash dividends are limited to 20% of the
total dividends distributed.
An appropriation of earnings to a legal reserve shall be made until the legal reserve equals the Company’s
paid-in capital. The legal reserve may be used to offset deficits. If the Company has no deficit and the
legal reserve has exceeded 25% of the Company’s paid-in capital, the excess may be transferred to capital
or distributed in cash.
Items referred to under Rule No. 1010012865 and Rule No. 1010047490 issued by the FSC and in the
directive titled “Questions and Answers for Special Reserves Appropriated Following Adoption of IFRSs”
should be appropriated to or reversed from a special reserve by the Company.
The appropriations of earnings for 2018 and 2017 have been approved in the shareholders’ meetings on
May 30, 2019 and June 22, 2018, respectively; the amounts were as follows:
Appropriation of Earnings
For the Year Ended
December 31
2018
2017
Legal reserve
Special reserve
Ordinary share dividends
Preference share dividends

$

61,834
7,745
386,957
1,496

$

80,889
218,411
-

Dividends Per Share (NT$)
For the Year Ended
December 31
2018
2017

$3.50
0.08

$2.00
-

The board of directors also resolved the payment of cash dividends from capital surplus of $109,205
thousand on June 22, 2018.
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The appropriations of earnings for 2019 had been proposed by the Company’s board of directors on
March 27, 2020. The appropriations and dividends per share were as follows:
For the Year
Ended
December31,
2019
Legal reserve
Special reserve
Ordinary share dividends
Preference share dividends
Ordinary share dividends per share (NT$)
Preference share dividends per share (NT$)

$ 49,125
$ (58,267)
$ 392,017
$ 45,500
$
3
$
2.5

The appropriations of earnings for 2019 are subject to the resolution in the shareholders’ meeting to be
held in June 2020.

22. NET PROFIT FROM CONTINUING OPERATIONS
a. Other income
For the Year Ended December 31
2019
2018
Interest income
Dividend income

$

3,775
10,592

$ 14,367

$

2,889
10,770

$ 13,659

b. Other gains and losses
For the Year Ended December 31
2019
2018
Foreign exchange gains
Foreign exchange losses
Net loss on financial assets designated as at FVTPL
(Loss) gain on disposal of financial assets designated as at
FVTPL
(Loss) gain on disposal of property, plant and equipment
Gain on disposal of investment
Others

$ 169,090
(172,383)
(1,208)
(5,286)
(141)
23,044
$
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13,116

$ 217,109
(156,047)
(8,255)
4,812
30,461
10,487
10,663
$ 109,230

c. Finance costs
For the Year Ended December 31
2019
2018
Interest on bank loans
Convertible bonds
Interest on lease liabilities

$ 13,891
8,676
779

$ 19,396
13,315
-

$ 23,346

$ 32,711

d. Depreciation and amortization
For the Year Ended December 31
2019
2018
An analysis of depreciation by function
Operating costs
Operating expenses

An analysis of amortization by function
Operating expenses

$ 12,797
33,421

$

7,151
9,805

$ 46,218

$ 16,956

$ 11,132

$

8,851

e. Employee benefits expense
For the Year Ended December 31

Employee benefits expense
Salary expense
Labor and health insurance
costs
Post-employment benefits
Defined contribution plans
Defined benefit plans
(Note 20)
Remuneration of directors and
supervisors
Share-based payments
Other employee benefits
Total employee benefits expense

Operating
Costs

2019
Operating
Expenses

Total

Operating
Costs

2018
Operating
Expenses

Total

$ 46,160

$ 200,503

$ 246,663

$ 56,034

$ 226,257

$ 282,291

4,154

16,066

20,220

3,972

15,827

19,799

1,845

8,467

10,312

1,825

8,589

10,414

354

399

753

397

140

537

6,586

20,800
5,206
11,967

20,800
5,206
18,553

6,700

16,441
4,514
14,043

16,441
4,514
20,743

$ 59,099

$ 263,408

$ 322,507

$ 68,928

$ 285,811

$ 354,739

1) As of December 31, 2019 and 2018, the Company had 281 and 289 employees, respectively, and the
numbers of directors who were not employees were both 6.
2) The average employee benefits expense were $1,097 thousand and $1,195 thousand in 2019 and 2018,
respectively.
3) The average employee salary expense were $897 thousand and $997 thousand in 2019 and 2018,
respectively.
4) The adjustment of average employee salary expense was (10.03%).
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f. Employees’ compensation and remuneration of directors and supervisors
The Company accrued employees’ compensation and remuneration of directors and supervisors at the
rates no less than 1% and no higher than 5%, respectively, of net profit before income tax, employees’
compensation, and remuneration of directors and supervisors. The employees’ compensation and
remuneration of directors and supervisors for the years ended December 31, 2019 and 2018 which have
been approved by the Company’s board of directors on March 27, 2020 and March 8, 2019, respectively,
were as follows:
Amount
For the Year Ended December 31
2019
2018
Cash
Cash
Employees’ compensation
Remuneration of directors and supervisors

$ 17,110
10,550

$ 26,899
11,550

If there is a change in the amounts after the annual financial statements were authorized for issue, the
differences are recorded as a change in the accounting estimate.
There was no difference between the actual amounts of employees’ compensation and remuneration of
directors and supervisors paid and the amounts recognized in the financial statements for the years ended
December 31, 2018 and 2017.
Information on the employees’ compensation and remuneration of directors and supervisors resolved by
the Company’s board of directors is available at the Market Observation Post System website of the
Taiwan Stock Exchange.

23. INCOME TAXES RELATING TO CONTINUING OPERATIONS
a. Major components of income tax expense recognized in profit or loss
For the Year Ended December 31
2019
2018
Current tax
In respect of the current year
Income tax expense of unappropriated earnings
Adjustments for prior year
Deferred tax
Adjustments to deferred tax attributable to changes in tax rates
and laws
In respect of the current year

Income tax expense recognized in profit or loss
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$ 66,064
8,150
8,341
82,555

$ 62,690
62,690

7,430
7,430

11,318
6,408
17,726

$ 89,985

$ 80,416

A reconciliation of accounting profit and income tax expense is as follows:
For the Year Ended December 31
2019
2018
Profit before tax from continuing operations

$ 577,574

$ 698,753

Income tax expense calculated at the statutory rate
Nondeductible expenses (deductible gains) in determining
taxable income
Income tax expense of unappropriated earnings
Effect of tax rate changes
Unrecognized deductible temporary differences
Adjustments for prior years’ tax

$ 115,515

$ 139,751

Income tax expense recognized in profit or loss

$

1,101
8,150
(43,122)
8,341
89,985

(12,588)
11,318
(58,065)
$

80,416

The Income Tax Act in the ROC was amended in 2018, and the corporate income tax rate was adjusted
from 17% to 20%. In addition, the rate of the corporate surtax applicable to the 2018 unappropriated
earnings will be reduced from 10% to 5%.
b. Deferred tax assets and liabilities
The movements of deferred tax assets and deferred tax liabilities were as follows:
For the year ended December 31, 2019

Opening
Balance

Recognized in
Profit or Loss

Recognized in
Other
Comprehensive
Income

Closing Balance

Deferred tax assets
Temporary differences
Foreign exchange losses
Write-down of inventories
Unrealized intercompany gain
Foreign subsidiaries’ investment
profits and losses
FVTPL financial liabilities
Defined benefit obligation
Payables for employee benefit
Others

$

492
4,883
2,169

$

25,780
2,058
8,454
5,449
256

6,096
(503)
474

$

(3,489)
(1,462)
(1,648)
1,216
(256)

$

49,541

$

$

(7,963)
(407)

$

428

-

$

(567)
$

(567)

6,588
4,380
2,643
22,291
596
6,239
6,665
-

$

49,402

Deferred tax liabilities
Temporary differences
Foreign exchange gains
FVTPL financial assets
Foreign subsidiaries’ investment
profits and losses
Others

(120,862)
(165)
$ (129,397)
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(7,910)
52

$

$

(7,858)

$

-

$ (15,873)
(355)

-

(120,862)
(165)

-

$ (137,255)

For the year ended December 31, 2018

Opening
Balance

Recognized in
Profit or Loss

Recognized in
Other
Comprehensive
Income

Closing Balance

Deferred tax assets
Temporary differences
Foreign exchange losses
Write-down of inventories
Unrealized intercompany gain
Foreign subsidiaries’ investment
profits and losses
FVTPL financial liabilities
Defined benefit obligation
Payables for employee benefit
Others

$

2,283
5,758
2,181

$

(1,791)
(875)
(12)

20,902
13
8,089
4,573
508

$

4,878
2,045
556
876
(252)

-

$

(191)
-

$

44,307

$

5,425

$

$

(3,102)
(271)

$

(4,861)
(136)

$

(191)

492
4,883
2,169
25,780
2,058
8,454
5,449
256

$

49,541

$

(7,963)
(407)

Deferred tax liabilities
Temporary differences
Foreign exchange gains
FVTPL financial assets
Foreign subsidiaries’ investment
profits and losses
Others

(102,732)
(141)

(18,130)
(24)

$ (106,246)

$ (23,151)

-

$

-

(120,862)
(165)

-

$ (129,397)

c. Income tax assessments
The tax returns through 2017 have been assessed by the tax authorities, and the Company agrees with the
assessment.

24. EARNINGS PER SHARE
The earnings and weighted average number of ordinary shares outstanding in the computation of earnings
per share were as follows:
Net Profit for the Year
For the Year Ended December 31
2019
2018
Profit for the year attributable to owners of the Company
Less: Dividends on preference shares
Earnings used in the computation of basic earnings per share
Effect of potentially dilutive ordinary shares:
Interest on convertible bonds

$ 487,589
(1,496)
486,093
8,676

13,315

Earnings used in the computation of diluted earnings per share

$ 494,769

$ 631,652
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$ 618,337
618,337

Weighted average number of ordinary shares outstanding (in thousand shares):
For the Year Ended December 31
2019
2018
Weighted average number of ordinary shares used in computation of
basic earnings per share
Effect of potentially dilutive ordinary shares
Convertible bonds
Employee share options
Employees’ compensation or bonus issue to employees
Convertible preference shares
Weighted average number of ordinary shares used in the
computation of diluted earnings per share

118,588

107,808

11,412
476
487
548

18,136
1,108
600
-

131,511

127,652

If the Company offered to settle compensation paid to employees in cash or shares, the Company will assume
the entire amount of the compensation or bonus would be settled in shares and the resulting potential shares
were included in the weighted average number of shares outstanding used in the computation of diluted
earnings per share, if the effect is dilutive. Such dilutive effect of the potential shares is included in the
computation of diluted earnings per share until the number of shares to be distributed to employees is resolved
in the following year.

25. SHARE-BASED PAYMENT ARRANGEMENTS
a. Employee share option plan of the Company
1) Qualified employees of the Company and its subsidiaries were granted 6,000 options in March 2014
and June 2013. Each option entitles the holder to subscribe for one thousand ordinary shares of the
Company. The options granted are valid for 6 years exercisable at certain percentages after the second
anniversary from the grant date. The options were granted at an exercise price equal to the closing
price of the Company’s ordinary shares listed on the GreTai Securities Market on the grant date. For
any subsequent changes in the Company’s capital surplus, the exercise price is adjusted accordingly.
2019
Granted 2014
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price ($)
Balance at January 1
Options exercised
Options forfeited

212
(113 )
(57 )

Balance at December 31

42

Options exercisable, end of
period

42

$ 33.20
30.95
-

2018

Granted 2013
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price ($)
318
(267 )
(51 )

30.80

-

Granted 2014
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price ($)

$ 14.50
14.50
-

274
(62 )
-

-

212

-

$ 35.30
34.96
33.20

212

Granted 2013
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price ($)
1,055
(737 )
-

$ 15.40
14.87
-

318

14.50

318

Information on outstanding options as of December 31, 2019 and 2018 was as follows:
December 31

Range of exercise price ($)
Weighted-average remaining contractual life (in years)
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2019

2018

$30.8
0.22

$14.5-$33.2
0.47-1.22

Options granted in March 2014 and June 2013 were priced using the Black-Scholes pricing model
and the inputs to the model were as follows:

Grant-date share price
Exercise price
Expected volatility
Expected life (in years)
Expected dividend yield
Risk-free interest rate

March 2014

June 2013

$48
$48
37.04%
4.25 years
0.00%
1.07%

$21.3
$21.3
36.55%
4.25 years
0.00%
0.99%

Expected volatility was based on the historical share price volatility.
2) Qualified employees of the Company and its subsidiaries were granted 3,926 options in March 2015
and April 2014. Each option entitles the holder to subscribe for one thousand ordinary shares of the
Company. The options granted are valid for 6 years exercisable at certain percentages after the second
anniversary from the grant date. The options were granted at an exercise price equal to the highest
closing price of the Company’s ordinary shares listed on the GreTai Securities Market on the day
before the grant date, on the grant date and on the day after it, or the average closing price of the three
days. For any subsequent changes in the Company’s capital surplus, the exercise price is adjusted
accordingly.
2019
Granted 2015
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price ($)
Balance at January 1
Options exercised
Options forfeited

600
(90 )
(5 )

Balance at December 31

505

Options exercisable, end of
period

505

$ 32.00
31.74
29.70

2018

Granted 2014
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price ($)
1,616
(278 )
(437 )
901

$ 36.80
35.01
34.20

901

Granted 2015
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price ($)
635
(35 )
600

$ 34.00
33.86
32.00

417

Granted 2014
WeightedNumber of
average
Options (In
Exercise
Thousands)
Price ($)
2,143
(507 )
(20 )

$ 39.10
37.97
36.80

1,616

36.80

1,616

Information on outstanding options as of December 31, 2019 and 2018 was as follows:
December 31

Range of exercise price ($)
Weighted-average remaining contractual life (in years)

2019

2018

$29.7-$34.2
0.28-1.22

$32.0-$36.8
1.28-2.22

Options granted in March 2015 and April 2014 were priced using the Black-Scholes pricing model
and the inputs to the model were as follows:

Grant-date share price
Exercise price
Expected volatility
Expected life (in years)
Expected dividend yield
Risk-free interest rate

March 2016

April 2015

$43
$43
34.65%
4.38 years
0.00%
1.04%

$53.8
$53.8
37.11%
4.38 years
0.00%
1.09%

Expected volatility was based on the historical share price volatility.
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3) Qualified employees of the Company and its subsidiaries were granted 2,200 options in June 2018.
Each option entitles the holder to subscribe for one thousand ordinary shares of the Company. The
options granted are valid for 5 years exercisable at certain percentages after the second anniversary
from the grant date. The options were granted at an exercise price equal to the highest closing price
of the Company’s ordinary shares listed on the GreTai Securities Market on the day before the grant
date, on the grant date and on the day after it, or the average closing price of the three days. For any
subsequent changes in the Company’s capital surplus, the exercise price is adjusted accordingly.
2019
Granted 2019
Granted 2018
WeightedWeightedNumber of
average
Number of
average
Options (In
Exercise Price
Options (In
Exercise Price
Thousands)
($)
Thousands)
($)
Balance at January 1
Options granted
Options forfeited

590
(28)

Balance at December 31

562

Options exercisable, end
of period

-

Fair value of weighted
average share option
granted this period

$

44.3
-

1,610
(427)

44.3

1,183

2018
Granted 2018
WeightedNumber of
average
Options (In
Exercise Price
Thousands)
($)

$ 46.4
43.1

1,610
-

43.1

1,610

-

$

49.3
46.4

-

11.1308

11.9957

Information on outstanding options as of December 31, 2019 and 2018 was as follows:
December 31

Range of exercise price ($)
Weighted-average remaining contractual life (in years)

2019

2018

$43.1-$44.3
3.45-4.36

$46.4
4.45

Options granted in June 2018 and May 2019 were priced using the Black-Scholes pricing model and
the inputs to the model were as follows:

Grant-date share price ($)
Exercise price ($)
Expected volatility
Expected life (in years)
Expected dividend yield
Risk-free interest rate

May 2019

June 2018

$47.7
$47.7
29.52%
3.75 years
0.00%
0.57%

$49.3
$49.3
30.7%
3.75 years
0.00%
0.66%

Expected volatility was based on the historical share price volatility.
Compensation cost recognized were $5,206 thousand and $4,514 thousand for years ended December
31, 2019 and 2018, respectively.
The weighted-average share price at the date of exercise of share options for the years ended
December 31, 2019 and 2018 was $46.41 and $47.58, respectively.
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26. CAPITAL MANAGEMENT
The Company manages its capital to ensure that entities in the Company will be able to continue as going
concerns while maximizing the return to stakeholders through the optimization of the debt and equity balance.
The Company’s overall strategy has no significant variations.
The capital structure of the Company consists of net debt (borrowings offset by cash) and equity attributable
to owners of the Company (comprising issued capital, reserves, retained earnings and other equity).
The Company is not subject to any externally imposed capital requirements.

27. FINANCIAL INSTRUMENTS
a. Fair value of financial instruments not measured at fair value
December 31, 2019
Carrying
Amount

Fair Value

$

$

Financial liabilities
Financial liabilities at amortized cost
Convertible bonds

-

-

December 31, 2018
Carrying
Amount

Fair Value

$ 789,886

$ 832,400

Financial liabilities
Financial liabilities at amortized cost
Convertible bonds

b. Fair value of financial instruments that are measured at fair value on a recurring basis
1) Fair value hierarchy
December 31, 2019
Level 1

Level 2

Level 3

Total

Financial assets at FVTOCI
Investments in equity
instruments
Listed shares and emerging
market shares

$ 367,840

$

-

$

-

$ 367,840

Financial assets at FVTPL
Derivatives

$

-

$

1,772

$

-

$

1,772

Financial liabilities at FVTPL
Derivatives

$

-

$

2,980

$

-

$

2,980
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December 31, 2018
Level 1

Level 2

Level 3

Total

Financial assets at FVTOCI
Investments in equity
instruments
Listed shares and emerging
market shares

$ 100,700

$

-

$

-

$ 100,700

Financial assets at FVTPL
Derivatives

$

-

$

2,034

$

-

$

2,034

Financial liabilities at FVTPL
Derivatives

$

-

$

10,289

$

-

$

10,289

There were no transfers between Levels 1 and 2 in the current and prior year.
2) Valuation techniques and inputs applied for the purpose of measuring Level 2 fair value
measurement
Financial Instruments
Derivatives - foreign currency
forward contracts and
foreign currency swap
contracts

Valuation Techniques and Inputs
Discounted cash flow.
Future cash flows are estimated based on observable forward
exchange rates at the end of the reporting period and contract
forward rates, discounted at a rate that reflects the credit risk
of various counterparties.

c. Categories of financial instruments
December 31
2019

2018

Financial assets
FVTPL
Mandatorily classified as at FVTPL
Financial assets at amortized cost (1)
Financial assets at FVTOCI

$

1,772
1,831,415
367,840

$

2,034
2,115,013
100,700

Financial liabilities
FVTPL
Held for trading
Amortized cost (2)

2,980
2,351,614

10,289
2,736,509

1) The balances include financial assets at amortized cost, which comprise cash and cash equivalents,
debt investments, and trade receivable and other receivables.
2) The balances include financial liabilities at amortized cost, which comprise short-term and long-term
loans, trade and other payables, and bonds issued.
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d. Financial risk management objectives and policies
The Company’s major financial instruments include equity investments, trade receivable, other
receivables, trade payables, other payables, borrowings and lease liabilities. The Company’s Corporate
Treasury function provides services to the business, coordinates access to domestic and international
financial markets, monitors and manages the financial risks relating to the operations of the Company
through internal risk reports which analyze exposures by degree and magnitude of risks. These risks
include market risk (including currency risk, interest rate risk and other price risk), credit risk and liquidity
risk.
The Company sought to minimize the effects of these risks by using derivative financial instruments to
hedge risk exposures. The use of financial derivatives was governed by the Company’s policies approved
by the board of directors, which provided written principles on foreign exchange risk, interest rate risk,
credit risk, the use of financial derivatives and non-derivative financial instruments, and the investment
of excess liquidity. Compliance with policies and exposure limits was reviewed by the internal auditors
on a continuous basis. The Company did not enter into or trade financial instruments, including derivative
financial instruments, for speculative purposes.
1) Market risk
The Company’s activities exposed it primarily to the financial risks of changes in foreign currency
exchange rates (refer to (a) below) and interest rates (refer to (b) below). The Company entered into
forward foreign exchange contracts to manage its exposure to foreign currency risk.
a) Foreign currency risk
Several subsidiaries of the Company had foreign currency sales and purchases, which exposed
the Company to foreign currency risk. Exchange rate exposures were managed within approved
policy parameters utilizing forward foreign exchange contracts.
The carrying amounts of the Company’s foreign currency denominated monetary assets and
monetary liabilities (including those eliminated on consolidation) and of the derivatives exposed
to foreign currency risk at the end of the reporting period are set out in Note 32.
December 31
2019

2018

Assets
JPY
USD
EUR

$

1,575
197

$

320
1,714
-

Liabilities
JPY
USD
EUR

2,921
59

Sensitivity analysis
The Company was mainly exposed to the USD, CNY, JPY and EUR.
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300
9,989
-

The following table details the Company’s sensitivity to a 3% increase and decrease in New
Taiwan dollars (the functional currency) against the relevant foreign currencies. The sensitivity
rate of 3% is used when reporting foreign currency risk internally to key management personnel
and represents management’s assessment of the reasonably possible change in foreign exchange
rates. The sensitivity analysis included only outstanding foreign currency denominated monetary
items and adjusts their translation at the end of the reporting period for a 3% change in foreign
currency rates. A positive number below indicates an increase in pre-tax profit and other equity
associated with New Taiwan dollars weakening by 3% against the relevant currency. For a 3%
strengthening of New Taiwan dollars against the relevant currency, there would be an equal and
opposite impact on pre-tax profit and other equity and the balances below would be negative.
USD Impact
For the Year Ended December 31
2019
2018
Profit or loss*

$

5,782

$

6,529

CNY Impact
For the Year Ended December 31
2019
2018

JPY Impact
For the Year Ended December 31
2019
2018
$

5,692

$ 10,460

EUR Impact
For the Year Ended December 31
2019
2018

Profit or loss*
$
1
$
1
$ (2,655)
$ (4,677)
b.
c. * This was mainly attributable to the exposure on outstanding foreign currency cash, trade
receivables, other receivables, borrowings, trade payables, and other payables, which were
not hedged at the end of the year.
d.
b) Interest rate risk
The Company was exposed to interest rate risk because entities in the Company borrowed funds
at both fixed and floating interest rates. The risk is managed by the Company by maintaining an
appropriate mix of fixed and floating rate borrowings.
The carrying amounts of the Company’s financial assets and financial liabilities with exposure to
interest rates at the end of the year were as follows:
December 31

Fair value interest rate risk
Financial assets
Financial liabilities
Cash flow interest rate risk
Financial assets
Financial liabilities

2019

2018

$ 170,000
55,161

$ 139,995
907,067

154,043
924,142

57,659
250,000

Sensitivity analysis
The sensitivity analysis below was determined based on the Company’s exposure to interest rates
for both derivatives and non-derivative instruments at the end of the reporting period. For floating
rate liabilities, the analysis was prepared assuming the amount of the liability outstanding at the
end of the reporting period was outstanding for the whole year. A 50 basis point increase or
decrease was used when reporting interest rate risk internally to key management personnel and
represents management’s assessment of the reasonably possible change in interest rates.
If interest rates had been 50 basis points higher/lower and all other variables were held constant,
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the Company’s pre-tax profit for the years ended December 31, 2019 and 2018 would
decrease/increase by $(3,850) thousand and $(962) thousand, respectively, which was mainly
attributable to the Company’s exposure to interest rates on its variable-rate bank borrowings.
c) Other price risk
The Company was exposed to equity price risk through its investments in listed equity securities.
The Company does not actively trade these investments. The Company’s equity price risk was
mainly concentrated on equity instruments operating in the ROC.
Sensitivity analysis
The sensitivity analysis below was determined based on the exposure to equity price risks at the
end of the reporting period.
If equity prices had been 10% higher/lower, the pre-tax other comprehensive income for the years
ended December 31, 2019 and 2018 would increase/decrease by $36,784 thousand and $10,070
thousand, respectively, as a result of the changes in fair value of financial assets at FVTOCI.
2) Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
a financial loss to the Company. As at the end of the reporting period, the Company’s maximum
exposure to credit risk which will cause a financial loss to the Company due to failure of
counterparties to discharge an obligation could arise from the carrying amount of the respective
recognized financial assets as stated in the balance sheets.
In order to minimize credit risk, management of the Company has delegated a team responsible for
determining credit limits, credit approvals and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Company reviews the recoverable amount
of each individual trade debt at the end of the reporting period to ensure that adequate allowances are
made for irrecoverable amounts. In this regard, management believes the Company’s credit risk was
significantly reduced.
The credit risk on liquid funds and derivatives was limited because the counterparties are banks with
good credit ratings assigned by international credit-rating agencies.
Ongoing credit evaluation is performed on the financial condition of trade receivables and, where
appropriate, credit guarantee insurance cover is purchased.
Counterparties of trade receivables consisted of a large number of different customers, spread across
apparel, down material, home textile industry and geographical areas. Ongoing credit evaluation is
performed on the customers’ financial condition. The Company’s concentration of credit risk by
geographical location was mainly in the United States and Japan.
3) Liquidity risk
The Company manages liquidity risk by monitoring and maintaining a level of cash deemed adequate
to finance the Company’s operations and mitigate the effects of fluctuations in cash flows. In addition,
management monitors the utilization of bank borrowings and ensures compliance with loan covenants.
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The Company relies on bank borrowings as a significant source of liquidity. As of December 31,
2019 and 2018, the Company had available unutilized bank loan facilities in the amounts of
$4,784,841 thousand and $5,189,091 thousand, respectively.
a) Liquidity and interest rate risk tables for non-derivative financial liabilities
The following table details the Company’s remaining contractual maturity for its non-derivative
financial liabilities with agreed repayment periods. The table has been drawn up based on the
undiscounted cash flows of financial liabilities from the earliest date on which the Company can
be required to pay. The table includes both interest and principal cash flows. Specifically, bank
loans with a repayment on demand clause were included in the earliest time band regardless of
the probability of the banks choosing to exercise their rights. The maturity dates for other nonderivative financial liabilities were based on the agreed repayment dates.
December 31, 2019
On Demand or
Less than
1 Month

1-3 Months

3 Months to
1 Year

1-5 Years

Non-derivative
financial liabilities
Non-interest bearing
Borrowings
Lease liabilities

$

253,180
837
1,616

$

332,995
44,782
3,233

$

841,297
38,487
14,045

$

856,726
37,391

$

255,633

$

381,010

$

893,829

$

894,117

December 31, 2018
On Demand or
Less than
1 Month

1-3 Months

3 Months to
1 Year

1-5 Years

Non-derivative
financial liabilities
Non-interest bearing
Borrowings
Bonds payable

$

235,970
111
-

$

394,017
19,831
-

$

949,455
249,351
800,000

$

101,722
-

$

236,081

$

413,848

$ 1,998,806

$

101,722

b) Liquidity and interest rate risk tables for derivative financial liabilities
The following table details the Company’s liquidity analysis for its derivative financial
instruments. The table was based on the undiscounted contractual net cash inflows and outflows
on derivative instruments that settle on a net basis or on the undiscounted gross inflows and
outflows on those derivatives that require gross settlement.
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December 31, 2019
On Demand or
Less than
1 Month

1-3 Months

3 Months to
1 Year

$ 171,941

$ 211,150

1-3 Months

3 Months to
1 Year

$ 320,389

$ 215,097

Gross settled
Foreign exchange forward contracts
and swap contracts - outflows

$

29,992

December 31, 2018
On Demand or
Less than
1 Month
Gross settled
Foreign exchange forward contracts outflows

$

-

28. TRANSACTIONS WITH RELATED PARTIES
Besides the information disclosed elsewhere in other notes, details of transactions between the Company and
other related parties are disclosed below.
a. Related parties and relationships
Related Party

Nature of Relationship

Snowdown Merchandise Corporation
Koutou Co., Ltd.
BBL Premium Co., Ltd.
Snowdown Merchandise (Suzhou) Co., Ltd.
Kwong Lung Japan Co., Ltd.
Kwong Lung Meko Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
Toptex Garment Co., Ltd.
Kwong Lung Europe Sp. Z O.O.
P&B Collection Co., Ltd.
Klego Co., Ltd.
Daquan Hanshi Co., Ltd.
Gong Tong Zu Lin Co., Ltd.
Kai Sheng Investment Co., Ltd.
Ou Li Investment Co., Ltd.
Cave & Wine Co., Ltd.
Huang Lu Investment Co., Ltd.
Fortune Phoenix Insurance Brokerage Service Corporation
Note:

Investments in associate
Subsidiary of investments in associate
Investments in associate
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary(Note)
Investments in associate of subsidiary
Investments in associate of subsidiary
Substantively related party
Substantively related party
Substantively related party
Substantively related party
Substantively related party

Klego Co., Ltd. had been dissolved after the merger with P&B Collection Co., Ltd. since
September 1, 2019, and P&B Collection Co., Ltd. is the surviving company.
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b. Sales of goods

Account
Sales revenue

Related Party
Snowdown Merchandise (Suzhou) Co., Ltd.
Kwong Lung Japan Co., Ltd.
Kwong Lung Meko Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
P&B Collection Co., Ltd.
Daquan Hanshi Co., Ltd.

For the Year Ended December 31
2019
2018
$

148,587
837,302
89,990
10,224
5,382
1,414

$ 1,092,899

$

198,677
1,213,232
115,004
10,486
357

$ 1,537,756

There were no significant differences in transaction terms between related parties and third parties.
c. Purchases of goods

Account

Related Party

Purchase

Snowdown Merchandise (Suzhou) Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
Toptex Garment Co., Ltd.
Kwong Lung Meko Co., Ltd.
Kwong Lung Japan Co., Ltd.
Kwong Lung Europe Sp. Z O.O.
P&B Collection Co., Ltd.

For the Year Ended December 31
2019
2018
$

894,563
1,822,229
778,723
2,209,007
340

$ 1,756,344
1,069,454
662,677
2,268,506
4,796
50,042
489

$ 5,704,862

$ 5,812,308

There were no significant differences in transaction terms between related parties and third parties.
d. Receivables from related parties (not including loans to related parties)
December 31
Account

Related Party

Trade receivables

Snowdown Merchandise (Suzhou) Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
Kwong Lung Japan Co., Ltd.
Kwong Lung Meko Co., Ltd.
P&B Collection Co., Ltd.

Other receivables

Snowdown Merchandise (Suzhou) Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
Toptex Garment Co., Ltd.
Kwong Lung Japan Co., Ltd.
Kwong Lung Meko Co., Ltd.
P&B Collection Co., Ltd.
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2019

2018

$

19,653
10,089
166,602
28,905
602

$

21,544
338,973
48,060
6,808

$

225,851

$

415,385

$

12,373
328,989
135,741
23,400
125,705
-

$

14,050
271,870
187,481
9,119
386,830
102

$

626,208

$

869,452

Payment terms of export relations are 180 days. The sales terms with non - related parties are L/C, L/C
90 days, T/T 30-90 days, O/A 30-180 days, D/A 30-90 days or D/P.
The outstanding trade receivables from related parties are unsecured. For the years ended December 31,
2019 and 2018, no impairment loss was recognized for trade receivables from related parties.
e. Payables to related parties (not including loans from related parties)
December 31
Account
Trade payables

Other payables

Related Party
Snowdown Merchandise (Suzhou) Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
Toptex Garment Co., Ltd.
Kwong Lung Meko Co., Ltd.
Kwong Lung Japan Co., Ltd.

Subsidiary
Subsidiary of investments in associates
Investments in associates of subsidiary
Substantively related parties

2019

2018

$

108,541
588,291
56,657
222,201
-

$

290,830
502,374
66,790
258,267
1,051

$

975,690

$ 1,119,312

$

31,886
105
210
23

$

27,983
105
-

$

32,224

$

28,088

Purchase terms of relations are prepayments for purchases or T/T 30-180 days. The purchase terms with
non - related parties are prepayments for purchases, L/C, T/T 30-90 days, D/A 30-90 days or D/P.
The outstanding trade payables to related parties are unsecured.
f. Acquisitions of property, plant and equipment
Purchase Price
For the Year Ended December 31
2019
2018

Related Party
P&B Collection Co., Ltd.
Snowdown Merchandise (Suzhou) Co., Ltd.

$ 219,084
302

$

-

$ 219,386

$

-

g. Lease arrangements
For the Year Ended December 31
2019
2018

Related Party
Acquisition of right-of-use assets
Gong Tong Zu Lin Co., Ltd.

$

4,452

$

-

December 31
Account
Lease liabilities

Related Party
Gong Tong Zu Lin Co., Ltd.
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2019
$

2,627

2018
$

-

For the Year Ended December 31
2019
2018

Related Party
Interest expense
Gong Tong Zu Lin Co., Ltd.

$

46

$

-

$

-

$

1,248

Lease expense
Gong Tong Zu Lin Co., Ltd.
h. Loans to related parties (Refer to Table 1)
December 31
Related Party

2019

Other receivables
Snowdown Merchandise Corporation

$ 120,000

$

-

For the Year Ended December 31
2019
2018

Related Party
Interest income
Snowdown Merchandise Corporation
i.

2018

$

1,326

$

1,375

Other income
December 31
Account
Other income

j.

Related Party
P&B Collection Co., Ltd.
Daquan Hanshi Co., Ltd.
Snowdown Merchandise Corporation
BBL Premium Co., Ltd.
Klego Co., Ltd.

2019

2018

$

1,953
1,337
1,375
100
11

$

2,960
1,337
1,375
17

$

4,776

$

5,689

Expenses
For the Year Ended December 31
2019
2018

Related Party
Subsidiary
Investments in associates
Investments in associates of subsidiary
Subsidiary of investments in associates
Substantively related parties

$ 45,816
13
2,189
4,280
3,805

$ 50,792
1,400

$ 56,103

$ 52,192

The expenses included processing expense, sample expense, rents and freight, etc.
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k. Other transaction
The Company’s board of directors on December 31, 2019 resolved to acquire property, plant and
equipment from Koutou Co., Ltd. The expected transaction amounted to $114,745 thousand.
I. Compensation of key management personnel
For the Year Ended December 31
2019
2018
Short-term employee benefits
Post-employment benefits
Share-based payments

$ 51,421
808
875

$ 58,428
710
726

$ 53,104

$ 59,864

The remuneration of directors and key executives was determined by the remuneration committee
according to the performance of individuals and market trends.

29. ASSETS PLEDGED AS COLLATERAL OR FOR SECURITY: NONE

30. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNIZED COMMITMENTS
In addition to those disclosed in other notes, significant commitments and contingencies of the Company as
of December 31, 2019 and 2018 were as follows:
Significant Commitments
a. Unused letters of credit for purchases of raw materials as follows:
December 31
2019
USD
EUR

$
$

2018

3,013
509

$
$

2,045
829

b. As of December 31, 2019 and 2018, guarantees issued by financial institutions for purchases of raw
materials and development of technology amounted to $40,000 thousand and $51,954 thousand,
respectively.
c. As of December 31, 2019 and 2018, notes provided as refundable deposits for bank borrowing and
purchases of raw materials were $106,000 thousand and $106,000 thousand, respectively.
d. As of December 31, 2019 and 2018, commitments for purchases of machinery and equipment were as
follows:
December 31
2019
Unpaid amounts of the purchases
NTD

$

283

1,277

2018

$

1,774

31. SIGNIFICANT EVENT AFTER REPORTING PERIOD
a. The Company’s board of directors resolved to finance $120,000 thousand to Snowdown Merchandise
Corporation on March 27, 2020.
b. The Company’s board of directors resolved to repurchase the treasury shares on March 27, 2020.

32. SIGNIFICANT ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES
The following information was aggregated by the foreign currencies other than functional currencies of the
Company and the exchange rates between foreign currencies and respective functional currencies were
disclosed. The significant assets and liabilities denominated in foreign currencies were as follows:
December 31, 2019
Foreign
Currencies

Carrying
Amount

Exchange Rate

Financial assets
Monetary items
USD
JPY
EUR
CNY
Non-monetary items
Investments accounted for using equity method
USD
VND
JPY
PLN

$

46,028
698,784
26
6

29.98
0.2760
33.59
4.305

$

1,379,919
190,380
873
26

35,217
665,255,592
1,142,901
556

29.98
0.00129
0.2760
7.9287

1,053,744
892,002
303,878
4,219

39,599
2,661
2,371

29.98
33.59
0.2760

1,187,178
89,383
654

Financial liabilities
Monetary items
USD
EUR
JPY
December 31, 2018
Foreign
Currencies

Carrying
Amount

Exchange Rate

Financial assets
Monetary items
USD
JPY
EUR
CNY

$

284

47,795
1,257,123
17
10

30.715
0.2782
35.2
4.472

$

1,468,023
349,732
598
45
(Continued)

Foreign
Currencies
Non-monetary items
Investments accounted for using equity method
USD
VND
JPY
PLN

$

Carrying
Amount

Exchange Rate

31,732
567,560,648
1,089,236
782

30.715
0.00120
0.2782
8.190

40,709
4,446
3,779

30.715
35.2
0.2782

$

973,307
717,439
293,573
2,088

Financial liabilities
Monetary items
USD
EUR
JPY

1,250,377
156,499
1,051
(Concluded)

The significant realized and unrealized foreign exchange gains (losses) were as follows:

Foreign Currencies
NTD

For the Year Ended December 31
2019
2018
Net Foreign
Net Foreign
Exchange Gain
Exchange Gain
Exchange Rate
(Loss)
Exchange Rate
(Loss)
1 (NTD:NTD)

$ (3,293)

1 (NTD:NTD)

$ 61,062

33. SEPARATELY DISCLOSED ITEMS
a. Information about significant transactions and investees:
1) Financing provided to others (Table 1)
2) Endorsements/guarantees provided (None)
3) Marketable securities held (excluding investments in subsidiaries, associates and joint ventures)
(Table 2)
4) Marketable securities acquired or disposed of at costs or prices of at least NT$300 million or 20% of
the paid-in capital (None)
5) Acquisition of individual real estate at costs of at least NT$300 million or 20% of the paid-in capital
(None)
6) Disposal of individual real estate at prices of at least NT$300 million or 20% of the paid-in capital
(None)
7) Total purchases from or sales to related parties amounting to at least NT$100 million or 20% of the
paid-in capital (Table 3)
8) Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital
(Table 4)
9) Trading in derivative instruments (Note 7)
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10) Information on investees (Table 5)
b. Information on investments in mainland China
1) Information on any investee company in mainland China, showing the name, principal business
activities, paid-in capital, method of investment, inward and outward remittance of funds, ownership
percentage, net income of investees, investment income or loss, carrying amount of the investment at
the end of the period, repatriations of investment income, and limit on the amount of investment in
the mainland China area (Table 6)
2) Any of the following significant transactions with investee companies in mainland China, either
directly or indirectly through a third party, and their prices, payment terms, and unrealized gains or
losses (Table 7)
a) The amount and percentage of purchases and the balance and percentage of the related payables
at the end of the period.
b) The amount and percentage of sales and the balance and percentage of the related receivables at
the end of the period.
c) The amount of property transactions and the amount of the resultant gains or losses.
d) The balance of negotiable instrument endorsements or guarantees or pledges of collateral at the
end of the period and the purposes.
e) The highest balance, the end of period balance, the interest rate range, and total current period
interest with respect to the financing of funds.
f) Other transactions that have a material effect on the profit or loss for the period or on the financial
position, such as the rendering or receipt of services.
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TABLE 1

KWONG LUNG ENTERPRISE CO., LTD.
FINANCING PROVIDED TO OTHERS
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

No.
(Note 1)

0

Note 1:

Lender

Borrower

Kwong Lung
Snowdown
Enterprise Co., Ltd.
Merchandise
Corporation

Financial Statement
Highest
Account
Related Party Balance for
(Note 2)
the Period

Other receivables
from related parties

Yes

$ 120,000

Ending
Balance

Actual
Borrowing
Amount

Interest Rate
(%)

Nature of
Financing
(Note 3)

$ 120,000

$ 120,000

1.5054

2

Business
Transaction
Amount
(Note 4)
$

Reasons for
Allowance for
Short-term
Impairment
Financing
Loss
(Note 5)

- Operating
capital

$

0 is the issuer.
Investees are listed by names and numbered starting with 1.

Note 2:

Fill in the name of account in which the loans are recognized, such as receivables - related parties, current account with shareholders, prepayments, temporary payments, etc.

Note 3:

Purpose of fund financing for the borrower:
a.
b.

For those companies with business transactions, fill in 1.
For those companies with short-term financing needs, fill in 2.

Note 4:

Fill in the amount of business transactions when the nature of the loan is related to business transactions, which is the amount of business transactions occurred between the creditor and borrower in the current year.

Note 5:

Fill in purpose of the loan when nature of loan is for short-term financing, for example, repayment of loan, acquisition of equipment, working capital, etc.

Note 6:

a.
b.

Individual loans should not exceed 40% of the lender’s net equity. For No. 0: $5,032,009 (net worth) × 40% ＝ $2,012,804.
Total loans should not exceed 40% of the lender’s net equity. For No. 0: $5,032,009 (net worth) × 40% ＝ $2,012,804.
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Item

- Promissory
note

The numbers denote the following:
a.
b.

Collateral
Value

$ 120,000

Financing
Limit for
Each
Borrower
(Note 6)

Aggregate
Financing
Limit
(Note 6)

$ 2,012,804
(Note 6, a.)

$ 2,012,804
(Note 6, b.)

Note

TABLE 2

KWONG LUNG ENTERPRISE CO., LTD.
MARKETABLE SECURITIES HELD
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

December 31, 2019
Holding Company Name

Kwong Lung Enterprise Co., Ltd.

Type and Name of Marketable
Securities

Ordinary shares
Co-Tech Development Corporation
Tainan Enterprises Co., Ltd.

Private corporate bond
Snowdown Merchandise Corporation

Relationship with the Holding
Company

Member of the board directors
-

Investments in associates

Financial Statement Account

Number of
Shares
(In Thousands)

Carrying
Amount

Percentage of
Ownership (%)

Fair Value

Financial assets at FVTOCI - noncurrent
Financial assets at FVTOCI - noncurrent

4,300

$ 182,965

1.7

$ 182,965

7,500

184,875

5.1

184,875

Financial assets at amortized cost non-current

-

50,000

-
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-

Note

TABLE 3

KWONG LUNG ENTERPRISE CO., LTD.
TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTING TO AT LEAST $100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

Company Name

Related Party

Relationship

Kwong Lung Enterprise
Co., Ltd.

Kwong Lung Japan Co.,
Ltd.

Subsidiary

Kwong Lung Japan Co.,
Ltd.

Kwong Lung Enterprise
Co., Ltd.

Kwong Lung Enterprise
Co., Ltd.

Transaction Details
% of
Amount
Payment Terms
Total

Purchase/
Sale
Sale

Unit Price

Payment Terms

Trade Receivables (Payables)
Account

837,302

10

T/T 30-180 days

No significant
difference

No significant
difference

Trade receivables

Parent company Purchase

837,302

69

T/T 30-180 days

No significant
difference

No significant
difference

Trade payables

Snowdown Merchandise
(Suzhou) Co., Ltd.

Subsidiary

148,587

2

Sales revenue received in
No significant
advance or T/T 30-180 days
difference

No significant
difference

Snowdown Merchandise
(Suzhou) Co., Ltd.

Kwong Lung Enterprise
Co., Ltd.

Parent company Purchase

148,587

9

Prepayment or T/T 30-180
days

No significant
difference

Kwong Lung Enterprise
Co., Ltd.

Bo Hsing Enterprise Co.,
Ltd.

Subsidiary

1,822,229

24

T/T 30-180 days

Bo Hsing Enterprise Co.,
Ltd.

Kwong Lung Enterprise
Co., Ltd.

Parent company Sale

1,822,229

100

Kwong Lung Enterprise
Co., Ltd.

Snowdown Merchandise
(Suzhou) Co., Ltd.

Subsidiary

894,563

Snowdown Merchandise
(Suzhou) Co., Ltd.

Kwong Lung Enterprise
Co., Ltd.

Parent company Sale

Kwong Lung Enterprise
Co., Ltd.

Toptex Garment Co., Ltd.

Subsidiary

Toptex Garment Co., Ltd.

Kwong Lung Enterprise
Co., Ltd.

Parent company Sale

Kwong Lung Enterprise
Co., Ltd.

Kwong Lung Meko Co.,
Ltd.

Subsidiary

Kwong Lung Meko Co.,
Ltd.

Kwong Lung Enterprise
Co., Ltd.

Parent company Sale

Sale

Purchase

Purchase

Purchase

Purchase

$

Abnormal Transaction

Ending Balance
166,602

21

166,602

85

Trade receivables

19,653

2

No significant
difference

Trade payables

19,653

11

No significant
difference

No significant
difference

Trade payables

588,291

48

T/T 30-180 days

No significant
difference

No significant
difference

Trade receivables

588,291

96

12

Prepayment or T/T 30-180
days

No significant
difference

No significant
difference

Trade payables

108,541

9

894,563

53

Sales revenue received in
No significant
advance or T/T 30-180 days
difference

No significant
difference

Trade receivables

108,541

98

778,723

10

T/T 30-180 days

No significant
difference

No significant
difference

Trade payables

56,657

5

778,723

100

T/T 30-180 days

No significant
difference

No significant
difference

Trade receivables

56,657

100

2,209,007

29

T/T 30-180 days

No significant
difference

No significant
difference

Trade payables

222,201

18

2,209,007

82

T/T 30-180 days

No significant
difference

No significant
difference

Trade receivables

222,201

79
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$

% of
Total

Note

TABLE 4

KWONG LUNG ENTERPRISE CO., LTD.
RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars or Foreign Currency)

Receivables from Relates Parties Balance
Company Name

Kwong Lung Enterprise Co., Ltd.

Related Party

Kwong Lung Japan Co., Ltd.
Kwong Lung Meko Co., Ltd.
Toptex Garment Co., Ltd.
Bo Hsing Enterprise Co., Ltd.

Relationship

Subsidiary
Subsidiary
Subsidiary
Subsidiary

Account

Trade receivables
Other receivables
Other receivables
Other receivables
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Overdue

Turnover
Rate
Ending Balance

$ 166,602
125,705
135,741
328,989

3.31

Amount

$

247

Actions Taken

Amount received in
subsequent period

Amount
Received in
Subsequent
Period
$ 166,602
125,303
72,247
146,585

Allowance for
Impairment
Loss
$

-

TABLE 5

KWONG LUNG ENTERPRISE CO., LTD.
INFORMATION ON INVESTEES
FOR NINE MONTHS ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Original Investment Amount
Investor Company

Kwong Lung Enterprise Co., Ltd.

Investee Company

Location

Kwong Lung Feather (B.V.I.) Limited
Kwong Lung Meko Co., Ltd.
Kwong Lung Japan Co., Ltd.
Bo Hsing Enterprise Co., Ltd.
Toptex Garment Co., Ltd.
Klego Co., Ltd.

British Virgin Islands
Vietnam
Japan
Vietnam
Vietnam
Taiwan

P&B Collection Co., Ltd.

Taiwan

Kwong Lung-Omon Company Limited Vietnam
Kwong Lung Europe SP.Z O.O.
Poland
Snowdown Merchandise Corporation Taiwan

BBL Premium Co., Ltd.

Note:

Taiwan

Main Businesses and Products

Overseas reinvested holding company
Manufacturing and selling of down and bedding
Manufacturing and selling of down and bedding
Manufacturing and selling of apparel
Manufacturing and selling of apparel
Wholesale and retail sale of cloths, clothes, shoes,
hat, umbrella and apparel, clothing accessories,
furniture, bedclothes, kitchen equipment,
fixtures, cosmetics and other textile products;
retail business without shop; retail sale of other
products; international trade; software design
services; data processing services; third party
payment; retail sale of computer software; body
shaping services; wholesale and retail sale of
drugs, medical goods
Outerwear knitting mills; apparel, clothing
accessories and other textile product
manufacturing; other textile products
manufacturing; cleaning products manufacturing;
wholesale and retail sale of cloths, clothes, shoes,
hat, umbrella and apparel, clothing accessories,
furniture, bedclothes, kitchen equipment,
fixtures, articles for daily use, cleaning
preparations and other textile products;
wholesale of pottery, porcelain and glassware;
international trade
Various selling of down and bedding
Various selling of down and bedding
Retail sale of cloths, clothes, shoes, hat, umbrella
and apparel, clothing accessories and other
textile products; real estate rental and leasing
Wholesale and retail sale

As of December 31, 2019
Net Income (Loss) of
Shares
the Investee
%
Carrying Amount
(In Thousands)

Share of Profit
(Loss)

Note

December 31, 2019

December 31, 2018

$ 691,210
198,399
280,977
386,911
191,809
-

$ 691,210
198,399
280,977
386,911
191,809
15,000

24,613
11
-

100.00
100.00
100.00
100.00
100.00
-

$ 788,022
1,053,744
303,878
773,740
41,670
-

$ (24,175)
105,213
15,382
116,013
13,449
1,434

$ (20,178)
104,401
15,385
116,002
13,453
1,434

Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary

260,000

260,000

26,000

100.00

241,998

(7,544)

(13,623)

Subsidiary

69,799
7,102
55,095

69,799
7,102
55,095

17
6,636

100.00
100.00
39.50

76,592
4,219
107,587

4,403
(1,824)
7,341

1,687
2,305
(1,084)

Subsidiary
Subsidiary
Associate

14,000

-

1,400

46.67

14,968

2,074

Refer to Table 6 for investments in mainland China.
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968

Associate

TABLE 6

KWONG LUNG ENTERPRISE CO., LTD.
INFORMATION ON INVESTMENTS IN MAINLAND CHINA
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars and Foreign Currency)

Investee Company

Main Businesses and Products

Paid in Capital

Method of
Investment
(Note 1)

Remittance of Funds

Accumulated
Outward
Remittance for
Investment from
Taiwan as of
January 1, 2019

Manufacturing and selling of down and bedding

US$ 20,000

b.

Kunshan Fulong Trade Co., Ltd.

Wholesale of outdoor supplies, household wares,
clothing, and related packaging materials; food;
Import and export of goods and technology

RMB 5,000

c. 1)

-

-

-

Huai An Guang Long He Yu Home
Textile Co., Ltd.

Home textile products; textile and apparel
production and sales; feather acquisition; down
processing, down products production and sales;
self-support and agents of various types of goods
and technology import and export business

RMB 7,000

c. 1)

-

-

-

Accumulated Outward Remittance for Investment
in Mainland China as of December 31, 2019

Kwong Lung Enterprise Co., Ltd.

Note 1:

Investment Amounts Authorized by Investment
Commission, MOEA

598,186

$
(US$

a.

The investment was made directly in China.

b.

The investment was made through a company registered in a third region (Kwong Lung Feather (B.V.I.) Limited).

c.

Other types:

-

600,875
20,000)

If it is in preparation, there is no investment loss, it should be noted.

b.

Recognition of gain or loss was based on the following three information:

-

$

Direct investment from Snowdown Merchandise (Suzhou) Co., Ltd.

a.

$

Financial statements which were audited by an international accounting firm with a cooperative relationship with an ROC accounting firm.
Financial statements which were audited by the parent company’s accounting firm.
Other.

The maximum allowable limit on investment was 60% of the consolidated net asset value of the Company $5,092,368 (consolidated net worth) x 60% ＝ $3,055,421
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$

598,186

Net Income
(Loss) of the
Investee

$

3,055,421
(Note 3)

% Ownership
of Direct or
Indirect
Investment

Investment
Gain (Loss)
(Note 2)

$

(20,163)
b. 2)

Carrying
Amount as of
December 31,
2019

$

754,775

Accumulated
Repatriation of
Investment
Income as of
December 31,
2019

(20,163)

100

-

(1,354)

100

(1,354)
b. 2)

19,414

-

-

2,883

51

1,470
b. 2)

18,634

-

Upper Limit on the Amount of Investment
Stipulated by Investment Commission, MOEA

Recognition of gain or loss was based on the percentage of shares held from the unreviewed financial statements.

1)
2)
3)
Note 3:

$

The method of investment in mainland China is as follows:

1)
Note 2:

$

598,186

Inward

Snowdown Merchandise (Suzhou) Co.,
Ltd.

Investor Company

$

Outward

Accumulated
Outward
Remittance for
Investment from
Taiwan as of
December 31,
2019

$

-

TABLE 7

KWONG LUNG ENTERPRISE CO., LTD.
SIGNIFICANT TRANSACTIONS WITH INVESTEE COMPANIES IN MAINLAND CHINA, EITHER DIRECTLY OR INDIRECTLY THROUGH A THIRD PARTY, AND THEIR PRICES, PAYMENT TERMS, AND
UNREALIZED GAINS OR LOSSES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Investee Company
Snowdown Merchandise (Suzhou) Co., Ltd.

Transaction
Type
Purchase
Sale

Note:

Purchase/Sale
Amount
%

Price

$ 894,563

12

Normal

148,587

2

Normal

Transaction Details
Comparison with Normal
Payment Terms
Transactions
Prepayment or T/T 30-180
days
Sales revenue received in
advance or T/T 30-180 days

Trade Receivables (Payables)
Ending Balance
%

No significant difference

Trade payables

No significant difference

Trade receivables

$ 108,541

9

19,563

2

As of December 31, 2019, the Company had transactions with Snowdown Merchandise (Suzhou) Co., Ltd. for processing and purchasing materials which amounted to $12,373 thousand of the Company’s other receivables.
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Unrealized
Gain
$

2,703
717

KWONG LUNG ENTERPRISE CO., LTD.
THE CONTENTS OF STATEMENTS OF MAJOR ACCOUNTING ITEMS

Item

Statement Index

Major Accounting Items in Assets, Liabilities and Equity
Statement of cash and cash equivalents
Statement of financial assets at fair value through profit or loss
Statement of trade receivables
Statement of other receivables
Statement of inventories
Statement of prepayments - current
Statement of changes in financial assets at fair value through other comprehensive
income - non-current
Statement of changes in financial assets at amortized cost - non-current
Statement of changes in investments accounted for using the equity method
Statement of changes in property, plant and equipment
Statement of changes in accumulated depreciation of property, plant and equipment
Statement of changes in right-of-use assets
Statement of deferred income tax assets
Statement of short-term borrowings
Statement of financial liabilities at fair value through profit or loss
Statement of bonds payable
Statement of trade payables
Statement of other payables
Statement of long-term borrowings
Statement of lease liabilities
Statement of deferred income tax liabilities
Major Accounting Items in Profit or Loss
Statement of operating revenue
Statement of operating cost
Statement of manufacturing expenses
Statement of selling and marketing expenses
Statement of general and administrative expenses
Statement of research and development expenses
Statement of other income and loss
Statement of finance costs
Statement of labor costs

294

1
Note 7
2
Note 10
3
Note 16
4
5
6
Note 13
Note 13
Note 14
Note 23
Note 17
Note 7
7
8
Note 19
9
Note 14
Note 23
10
11
12
13
14
15
Note 22
Note 22
Note 22

STATEMENT 1

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF CASH AND CASH EQUIVALENTS
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Items

Description

Cash on hand
Cash in banks
Demand deposits
Foreign currency deposits

Exchange Rate

Amounts
$

US$

4,233
thousand
JPY
600
thousand
KRW 10,527
thousand
EUR
21
thousand
HK$
159
thousand
VND 2,484
thousand

Checking accounts
Cash equivalents
Investments with original maturities of less than 3
months

29.98

1,210
25,642
128,401

0.2760
0.026
33.59
3.849
0.00129
11,344
-

$ 166,597
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STATEMENT 2

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF TRADE RECEIVABLES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Client Name

Amount

COLUMBIA
5.11 INC
MONT-BELL
FMT
MARMOT MOU
Others (Note)

$ 155,220
77,678
65,873
50,168
47,641
154,030
550,610
(81)

Less: Allowance for doubtful accounts

$ 550,529
Note:

The amount of individual client included in others does not exceed 5% of the account balance.
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STATEMENT 3

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF INVENTORIES
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Item

Cost

Merchandise
Finished goods
Work in process
Raw materials and supplies
Goods to subcontractor
Inventory in transit
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Amount
Net Realizable
Value

$

65,410
23,864
776,064
24,738
25
39,080

$

929,181

$

77,182
28,898
1,040,066
25,204
25
39,080

STATEMENT 4

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF CHANGES IN FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME - NON-CURRENT
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Name
Co-Tech Development Corporation
Tainan Enterprises Co., Ltd.

Balance, January 1, 2019
Shares
Fair Value
3,590,000
-

$ 100,700
-

Additions in Investment
Shares
Amount
710,000
7,500,000

$

82,265
184,875

$ 100,700
Note:

Decrease in Investment
Shares
Amount
-

$

Balance, December 31, 2019
Shares
Amount
-

4,300,000
7,500,000

$ 182,965
184,875
$ 367,840

The increase in the current year was the changes in unrealized financial assets at fair value through other comprehensive income.
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Collateral
None
None

Remark

STATEMENT 5

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF CHANGES IN FINANCIAL ASSETS AT AMORTIZED COST - NON-CURRENT
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Name
Private corporate bond
Snowdown Merchandise Corporation

Balance, January 1, 2019
Quantity
Fair Value

5

$ 50,000

Additions in Investment
Quantity
Amount

-

$

-
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Decrease in Investment
Quantity
Amount

-

$

-

Balance, December 31, 2019
Quantity
Amount

5

$ 50,000

Collateral

None

Remark

STATEMENT 6

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF CHANGES IN INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Investees

Balance, January 1, 2019
Shares
(In Thousands)
Amount

Stocks
Kwong Lung Feather (B.V.I.) Limited (Note 1)
Kwong Lung Meko Co., Ltd. (Note 1)
Kwong Lung Japan Co., Ltd. (Note 1)
Bo Hsing Enterprise Co., Ltd. (Note 2)
Toptex Garment Co., Ltd. (Note 2)
P&B Collection (Note 3)
Klego Co., Ltd. (Note 4)
Kwong Lung Europe Sp. Z O.O (Note 1)
Snowdown Merchandise (Note 5)
Kwong Lung-Omon Company Limited (Note 2)
BBL Premium Co., Ltd (Note 6)

24,613
11
26,000
17
4,193
-

$

837,479
973,307
293,573
618,007
26,751
253,425
8,727
2,088
98,336
72,681
-

$ 3,184,374

Increase (Decrease) in Using the
Equity Method
Shares
(In Thousands)
Amount

2,443
1,400

Share of profit
(Loss)
Amount
(Note 2)

$

(29,279)
(23,964)
(5,080)
39,731
1,466
2,196
(10,161)
(174)
10,335
2,224
14,000

$

(20,178)
104,401
15,385
116,002
13,453
(13,623)
1,434
2,305
(1,084)
1,687
968

$

1,294

$

220,750

Balance, December 31, 2019
Shares
(In Thousands)
%
Amount

24,613
11
26,000
17
6,636
1,400

100.00
100.00
100.00
100.00
100.00
100.00
100.00
39.50
100.00
46.67

$

788,022
1,053,744
303,878
773,740
41,670
241,998
4,219
107,587
76,592
14,968

$ 3,406,418

Market Value
or Net Assets
Value
Total Amount

$

788,022
1,053,744
303,878
773,740
41,670
241,998
4,219
107,587
76,592
14,968

Collateral

None
None
None
None
None
None
None
None
None
None
None

$ 3,406,418

Note 1: The increase (decrease) in the current year was the adjustments of accumulated exchange differences on translating the financial statements of foreign operations and unrealized gain on the transactions of subsidiaries.
Note 2: The increase in the current year was the adjustment of accumulated exchange differences on translating the financial statements of foreign operations.
Note 3: The increase in the current year was the changes in financial assets at fair value through other comprehensive income, unrealized gain on the transactions of subsidiaries and recognition the subsidiaries’ capital surplus - employee share
options.
Note 4: The decrease in the current year was due to dissolution of Klego Co., Ltd after the merger with P&B Collection Co., Ltd on September 1, 2019. P&B Collection Co., Ltd is the surviving company.
Note 5: The increase in the current year was the recognition of unrealized financial assets at fair value through other comprehensive income according to shareholding ratio, and the changes in retained earnings and capital surplus increase in retain
earnings.
Note 6: The increase in the current year was a new investment.
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STATEMENT 7

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF BONDS PAYABLE
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Amount

Bonds Name
Domestic unsecured bonds
Less: Current portions

Trustee

Issuance Date

Interest
Payment Date

E.SUN Commercial Bank

2016.09.30

NA

Coupon
Rate (%)
-

Bonds payable
Note:

Refer to Note 18.
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Balance,
End of Year

Unamortized
Premiums
(Discounts)

Total Amount

Repayment
Paid

$ 800,000
-

$ 800,000
-

$

-

$

-

$

-

$ 800,000

$ 800,000

$

-

$

-

$

-

Carrying Value Repayment
Note

Collateral
None

STATEMENT 8

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF TRADE PAYABLES
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Vendor Name

Amount

Fong Yu Feather & Down Co., Ltd.
De Licacy Industrial Co., Ltd.
J&B INT’L Hi-Tech Textile & Garment Supply Co., Ltd.
Tamurakoma & Co., Ltd.
Others (Note)

$

27,922
20,830
18,952
17,583
167,526

$ 252,813
Note:

The amount of individual vendor included in others does not exceed 5% of the account balance.
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STATEMENT 9

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF LONG-TERM BORROWINGS
DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Loan Type

Balance,
End of Year

Line of credit borrowings
O-Bank
Chang Hwa Commercial Bank
The Export-Import Bank of ROC
The Export-Import Bank of ROC
Yuanta Bank
E.SUN Commercial Bank

$ 100,000
200,000
150,000
150,000
100,000
150,000
$ 850,000
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Contract Period

Range of
Interest Rates
(%)

Collateral

2018.4.27-2021.4.27
2019.6.5-2021.6.5
2019.10.8-2021.10.8
2019.11.4-2021.11.4
2019.11.12-2021.11.12
2019.12.20-2021.12.20

1.31
1.18
1.14
1.14
1.13
1.10

None
None
None
None
None
None

STATEMENT 10

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF OPERATING REVENUE
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars, Unless Specified Otherwise)

Item

Shipments (Piece)

Amount

5,680
6,601
3,014

$ 4,623,883
1,650,788
2,064,083

Apparel products
Home textile products
Down material products

$ 8,338,754
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STATEMENT 11

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF OPERATING COST
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Item

Amount

Raw materials, beginning of year
Additions:
Raw material purchased
Other
Deductions:
Other
Raw materials, end of year
Raw materials used (1)
Direct labor (2)
Manufacturing expenses (3)
Manufacturing cost (1) + (2) + (3)
Additions:
Work in process, beginning of year
Other
Deductions:
Other
Work in process, end of year
Cost of finished goods
Additions:
Finished goods, beginning of year
Other
Deductions:
Other
Finished goods, end of year
Cost of selling finished goods
Additions:
Cost of selling raw materials and supplies, work in process and merchandise
Cost of selling and purchasing of triangle trade
Other

$

Operating cost

$ 7,495,439
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185,975
3,385,314
2,207
(2,427,630)
(24,738)
1,121,128
13,841
173,216
1,308,185
467,451
370,329
(29,510)
(776,064)
1,340,391
38,717
351,005
(305,284)
(23,864)
1,400,965
3,951,698
2,139,476
3,300

STATEMENT 12

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF MANUFACTURING EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Manufacturing
Expenses

Item
Processing fee
Indirect labor
Shipping expense
Depreciation expense
Others (Note)

$

51,671
35,750
27,049
12,797
45,949

$ 173,216
Note:

The amount of each item in others does not exceed 5% of the account balance.
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STATEMENT 13

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF SELLING AND MARKETING EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Selling and
Marketing
Expenses

Item
Salary expense
Insurance expense
Travel expense
Depreciation expense
Shipping expense
Others (Note)

$

96,981
16,479
12,891
17,484
14,210
81,563

$ 239,608
Note:

The amount of each item in others does not exceed 5% of the account balance.
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STATEMENT 14

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF GENERAL AND ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

General and
Administrative
Expenses

Item
Salary expense
Service fee
Repair and maintenance expense
Depreciation expense
Others (Note)

$

78,227
21,960
14,036
12,468
71,693

$ 198,384
Note:

The amount of each item in others does not exceed 5% of the account balance.
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STATEMENT 15

KWONG LUNG ENTERPRISE CO., LTD.
STATEMENT OF RESEARCH AND DEVELOPMENT EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2019
(In Thousands of New Taiwan Dollars)

Research and
Development
Expenses

Item
Salary expense
Insurance expense
Depreciation expense
Others (Note)

$ 30,501
4,553
3,469
11,746
$ 50,269

Note:

The amount of each item in others does not exceed 5% of the account balance.
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Kwong Lung Enterprise Co., Ltd.
Chairman : Chan Ho-Po
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