TEST RESEARCH, INC. AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS AND
INDEPENDENT AUDITORS’ REVIEW REPORT
SEPTEMBER 30, 2020 AND 2019

For the convenience of readers and for information purpose only, the 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. In the event of any discrepancy between the English version and the original Chinese
version or any differences in the interpretation of the two versions, the Chinese-language auditors’ report and
financial statements shall prevail.
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INDEPENDENT AUDITORS' REVIEW REPORT TRANSLATED FROM CHINESE

PWCR 20001828

To the Board of Directors and Shareholders of Test Research, Inc.

Introduction

We have reviewed the accompanying consolidated balance sheets of Test Research, Inc. and subsidiaries
(the “Group™) as at September 30, 2020 and 2019, and the related consolidated statements of
comprehensive income for the three months and nine months then ended, as well as the consolidated
statements of changes in equity and of cash flows for the nine months then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies. Management
is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with the Regulations Governing the Preparation of Financial Reports by Securities Issuers
and International Accounting Standard 34, “Interim Financial Reporting” as endorsed by the Financial
Supervisory Commission. Our responsibility is to express a conclusion on these consolidated financial
statements based on our reviews.

Scope of Review

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

Basis for Qualified Conclusion

As explained in Note 4(3), the financial statements of insignificant consolidated subsidiaries were not
reviewed by independent auditors. Those statements reflect total assets of NT$1,308,428 thousand and
NT$1,481,917 thousand, constituting 19% and 23% of the consolidated total assets, and total liabilities
of NT$107,170 thousand and NT$137,957 thousand, constituting 8% and 11% of the consolidated total
liabilities as at September 30, 2020 and 2019, respectively, and total comprehensive income of
NT$24,987 thousand, NT$28,292 thousand, NT$72,517 thousand and NT$54,581 thousand,
constituting 8%, 15%, 8% and 8% of the consolidated total comprehensive income for the three months
and nine months then ended, respectively.
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Qualified Conclusion

Except for the adjustments to the consolidated financial statements, if any, as might have been
determined to be necessary had the financial statements of insignificant consolidated subsidiaries been
reviewed by independent auditors, that we might have become aware of had it not been for the situation
described above, based on our reviews, nothing has come to our attention that causes us to believe that
the accompanying consolidated financial statements do not present fairly, in all material respects, the
consolidated financial position of the Group as at September 30, 2020 and 2019, and of its consolidated
financial performance for the three months and nine months then ended, and its consolidated cash flows
for the nine months then ended in accordance with the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and International Accounting Standard 34, “Interim Financial
Reporting” as endorsed by the Financial Supervisory Commission.

Pan, Hui-Lin Liao, A-Shen
For and on behalf of PricewaterhouseCoopers, Taiwan
November 4, 2020

The accompanying consolidated financial statements are not intended to present the financial position and results of
operations and cash [lows in accordance with accounting principles generally accepted in countries and jurisdictions other
than the Republic of China. The standards, procedures and practices in the Republic of China governing the audit of such
financial statements may differ from those generally accepted in countries and jurisdictions other than the Republic of China.
Accordingly, the accompanying consolidated financial statements and independent auditors’ report are not intended for use
by those who are not informed about the accounting principles or auditing standards generally accepted in the Republic of
China, and their applications in practice.

As the financial statements are the responsibility of the management, PricewaterhouseCoopers cannot accept any liability for
the use ol; or reliance on, the English translation or for any errors or misunderstandings that may derive from the translation.
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TEST RESEARCH. INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
SEPTEMBER 30, 2020. DECEMBER 31. 2019 AND SEPTEMBER 30, 2019
(Expressed in thousands of New Taiwan dollars)
(The balance sheets as of September 30, 2020 and 2019 are reviewed, not audited)

Assets Notes September 30, 2020 December 31, 2019 September 30, 2019

Current assets

1100 Cash and cash equivalents 6(1) $ 976,932 $ 1,300,530 $ 965,209
1136 Current financial assets at  6(2)

amortised cost 228,053 204,777 206,899
1150 Notes receivable, net 6(3) 68,880 25,343 20,221
1170 Accounts receivable, net  6(3) 2,352,906 1,934,508 2,074,825
1200 Other receivables 25,389 21,016 18,940
130X Inventories 6(4) 987,529 738,433 823,355
1470 Other current assets 8 24,990 39,434 50,350
11XX Total current assets 4,664,679 4,264,041 4,159,799

Non-current assets

1600 Property, plant and 6(5)and 8
equipment 2,134,563 2,135,082 2,146,091
1755 Right-of-use assets 6(6) 48,630 61,824 68,969
1780 Intangible assets 19,111 20,237 20,861
1840 Deferred income tax assets 77,570 76,260 66,538
1900 Other non-current assets 10,357 11,591 10,356
15XX Total non-current
assets 2,290,231 2,304,994 2,312,815
1XXX Total assets $ 6,954,910 $ 6,569,035 $ 6,472,614

(Continued)



TEST RESEARCH. INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

SEPTEMBER 30. 2020. DECEMBER 31, 2019 AND SEPTEMBER 30, 2019

(Expressed in thousands of New Taiwan dollars)

(The balance sheets as of September 30, 2020 and 2019 are reviewed, not audited)

Liabilities and Equity Notes September 30, 2020 December 31, 2019 September 30, 2019
Current liabilities
2130 Contract liabilities - 6(12)
current $ 22,289 § 48,694 §$ 24,526
2150 Notes payable 24,276 26,398 24,292
2170 Accounts payable 671,774 455,746 527,564
2200 Other payables 6(7) 266,154 276,615 259,239
2230 Current income tax
liabilities 142,419 109,836 176,726
2280 Current lease liabilities 19,556 20,582 21,550
2300 Other current liabilities 6,807 8,943 8,938
21XX Total current liabilities 1,153,275 946,814 1,042,835
Non-current liabilities
2550 Provisions for liabilities -
non-current 42,306 35,298 32,358
2570 Deferred income tax
liabilities 121,510 102,193 102,115
2580 Non-current lease
liabilities 28,333 40,940 47,105
2600 Other non-current 6(8)
liabilities 59,947 61,358 57,001
25XX Total non-current
liabilities 252,096 239,789 238,579
2XXX Total liabilities 1,405,371 1,186,603 1,281,414
Equity attributable to
owners of the parent
Share capital 6(9)
3110 Common stock 2,362,160 2,362,160 2,362,160
Capital surplus 6(10)
3200 Capital surplus 53,290 53,290 53,290
Retained earnings 6(11)
3310 Legal reserve 1,306,390 1,213,046 1,213,046
3320 Special reserve 67,270 41,795 41,795
3350 Unappropriated retained
earnings 1,834,447 1,779,411 1,580,581
Other equity interest
3400 Other equity interest ( 74,018) ( 67,270) ( 59,672)
31XX Equity attributable to
owners of the parent 5,549,539 5,382,432 5,191,200
3XXX Total equity 5,549,539 5,382,432 5,191,200
3X2X Total liabilities and
equity $ 6,954,910 $ 6,569,035 $ 6,472,614

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

~5~



l@l

"SJUAWID)R)S [RIQUBULY PIJBPI[OSUOD 35 Jo 1aed [eidojur ue are sojou SurAuedwoose oy

0r°¢ $ 0¥ $ 1670 § el $ areys 1od s3urures poynji 0586
¢ $ Y0¥ $ 1670 § Tl $ areys 1od sFuruied oiseq 0SL6
(81)9 (sreqjop ur) areys 1od s3urureq
0€L"91L $ 0T9°9%6 $ €06°881 $ 9ILCTe $ 1uated o) Jo s1PUMQO 01.8
10} 9]qeINgLYIE AWOodUI dAISUdYAIdwo))
LO9 VEL $ 89¢7¢S6 § PLI'VIC $ 060°T1¢ $ juared oy Jo s1ouUMQ 0198
10} 9[qeInqguye 1JoIq
0€L°91L $ 029°9¥6 $  €06°881 § 91LTTE $ porrad ay3 10y dwodur darsudypIdwod (B0, (0S8
(LLS'LI $)(8¥L°9 $)(1LT°ST $) 979°11 $ poriad ay3 10y (ssof) dwodur dAIsUIYdIduIod 1aYJ0 [BJOL,  (0€8
69% v L89°1 81€°9 (L06°C ) $50[ 10 J1joid 0} payIsse[oal 9 [[1A JeY) (SSO[) Swodul
(L1)9 2a1suaya1dwod 19430 Jo syuduodwod ayj 03 urle[ds Xe) duodu] 66€8
(9ve‘ce $)(Sevs $) (685 1€ $) €S vl $ suonelodo
US1210J JO SOOUIQMIIP UONB[SURI) SJUIIRIE]S [RIOURUI] 19€8
$so[ 10 Jyo.ad 0) payyIsse[dar 3q
1A JeY) (SSO]) dwodul JAISUIYA.Idwod 1330 Jo sjuduodwo)
Jwodul dAISuIY1dwod 1Y
LO9"¥EL § 89¢°¢S6 § PLI'FVIT § 060°T1¢ $ poriad oy 10y 3yord 00T
(TILT08IT )(989°LYT ) (085 6V )(LYL™98 ) (L9 osuadxo xe) owoou] 0S6L
61£°C16 ¥SO° 10T 1 ¥SL°€9C LE8°L6E XE) 2WOdUL 310§3q JYoId  006L
VL9 L (#89°9¢ )(8€T° €T )(1€T7 1T ) sosuoadxo pue swoout unesodo-uou [elo], 000L
(LOO T )(6L6 ) (€69 ) (8LE ) (9)9 §)S09 ddUBUI ] 0S0L
(#9L°9¢ )(LLG*SS )(L16°8¢ )(€L6°9T ) (r1)9 SASSO[ pue sures 1oy1Q 0T0L
1€5°6€ LY0* 1 L16°¥1 80T v (€19 awoout 1oY10) 010L
v16°C GT8°S SSP°I (419! awodulr Jsa1)u| 001L
sasuadxa pue swodur Junerddo-uoN
S¥9°L06 8ELTLET T 766 98¢ 890°61¥ igoxd Superndp 0069
(P87 °5€6 )(TL8°0L6 J(LLT'ETE )(T1y°STe ) sosuedxo Funerado [e10], 0009
6E1°GI (8269 ) 631 (069°C ) (D1 (ssop) ured yuowwredw 31pa1o pajoadxy 0S+9
(€€0°50¢ ) (£88°86C J(IES et )(6T5°68 ) sosuadxo Juowdojoadp pue yoreasay 00€9
(06L°011 )(961°LTT )(06T°5¢ )(G8€°LE ) sosuadxo oAneISIUIWPE PUE [BIOUID) 0079
(008 ¥€S ) (S98° LS ) (S¥S ¥91 )(L0S 661 ) sosuadxo ul[jog 0019
@1(s1)9 sasuadxa SunesadQ
6C1° P8 1 019°80C°¢C 6917009 6LV L UISIEW SSOID  (0S6S
(06£°G6¢" 1T )(T9G°66L° 1 )(6ST ThY ) (880 %19 ) O DP9 1500 Sunerddo 000
61S°8€T°¢ $ TLI800‘¥ $ ST THOI $ L9 8SE‘T $ (T1)9 oNUdARI SA[BS  000F
610¢ 020t 6102 020t SION Sw

0¢ 10quioydog popuod SyjuOWw AUIN

0¢ 1oquioydog papud Sypuow 231y ],

(@ELIANVND)

(qunowe areys 1od sSurured 10y 1dadxd ‘SIB[[OP UBMIB], MIN] JO SpuBSnOy) ur passaidxy)

6107 ANV 0207 "0¢ YIINHLIIS AHANT SHINOW ANIN

HNOONI HAISNHHHIANOD 40 SINHNHLVLS d4LVAI'TOSNOD

SHIMVIAISENS ANV "ONI HOdVASHY LSHL



\I\N\l

*SJUOUIONE)S [RIOUBUIJ PIJEPI[OSUOD 3sa) Jo Med [e13ajur ue ore sajou Surkueduwosoe oy

6£5°6YS S $  (810°¥L $)  Lyyvestl $ 0LT LY $ 06£°90¢" 1 b) 91 1 $ yL8 1S $ 091°29¢°¢C $ 020T ‘0¢ Toquueydag Je oouereg
(€IS 6LL ) - (EIS 6LL ) - - - - - SPUSPIAIP Use)
- - (SLY*st ) SLYST - - - - JAI0S21 [e10adg
- - (yreseo ) - Pre 6 - - - OAIOSAI [0
s3urures ¢1(g Jo suonendoiddy
029°9v6 (8¥L°9 ) 89¢°¢S6 - - - - - (ss0]) swoour aA1suaya1dwoo [B10].
(8vL°9 ) (8YL°9 ) - - - - - - pourad a1 107 ss0] dAIsUAY1dWod YO
89€°€56 - 89€°€56 - - - - - pouad oy 10§ Jjo1d
e TS $  (oLT'LY $)  TIv6LL T $ S6L 1Y $ o0 €IT 1 § 91 1 $ YL 1S $ 091°29¢°C $ 020¢ ‘1 Arenuer e oouereg
0202 "0 JoquIs)das Papus SFUOW QUIN
00T T61°S $  (TL9°6s $) 18570851 $ S6L T $ o0 €T 1 § 91 1 $ YL 1S $ 091°29¢°C $ 610T ‘0¢ Toquueydog Je oouereg
(666°€LS ) - (666°€LS ) - - - - - SPUSPIAIP Use)
- - (TL9 11 ) TL9TI - - - - 9A19891 [e103dS
- - (67 901 ) - 6£7°901 - - - oA19sa1 [BS0]
s3urures g1(g Jo suoneudoiddy
0€L°91L (LL8 LT ) L9 ¥EL - - - - - ($801) dwodur dAISUdYR1dwod 230,
(LL8 LT ) (LL8'LT ) - - - - - - powad dyy 103 $50] dAISUIY1dW0d WYIO
LO9"YEL - LO9 ¥EL - - - - - pouad oy 10§ 31301
697 8YE°S $ CSoL 1y $)  ¥80°8¢8°1 $ €ereoe $ L09°90T" 1 § 911 $ vL8 1S $ 091°29¢°¢C $ 610¢ 1 Arenuer e 2ouejeg
6102 "0 JoqUI)ddS PIpUS SYFUOL JUIN
Anba [e10], suorre1ddo us1a10y SZUILLIB paule)dl EINENYITIREG Y QA1 [B3] [RINEREN 1ended 3[90)S UOWLWOD S910N
JO soouaIayIp pajeudoiddeun $19sSE pajeuo ur-pied [euonippe - [endeo areyg
uone[sues) ‘snjdins [eydes [ejoL
SJUSWIAJE)S [BIOUBUL]
JSaI)U] sSuruiey poureloy soAlasdy [e3ide))
Aymbg 1otpO

juaied ay) JO s1oumo 0) 9[qeinqupe Aynbg

(@a11anvnNn)
(s1e[]Op uBMIB], MON JO Spuesnoy) ui passardxy)

610C ANV 020T 0¢ dJ4dINdLddS A4ANT SHLINOW dNIN

ALINOA NI SHONVHD 40 SINHGWHLVLS A4.LVAI'TOSNOD
SAIIVIAISENS ANV 'ONI HOYVdSHd LSHL




TEST RESEARCH, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
NINE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in thousands of New Taiwan dollars)

(UNAUDITED)
Nine months ended September 30
Notes 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $ 1,201,054 $ 915,319
Adjustments
Adjustments to reconcile profit (loss)
Depreciation 6(15) 85,483 86,6011
Amortisation 6(15) 8,985 7,549
Expected credit impairment loss (gain) 12(2) 6,928  ( 15,139)
Interest income ( 5,825) ( 5,914 )
Interest expense 979 1,007
Gain on disposal of property, plant and equipment 6(14) ( 3,849 ) ( 3,389 )
Changes in operating assets and liabilities
Changes in operating assets
Notes receivable, net ( 43,537) 38,848
Accounts receivable ( 425,326 ) 7,802
Other receivables ( 4,993) 9,351
Inventories ( 302,426 ) 48,580
Other current assets 11,904  ( 4,164 )
Changes in operating liabilities
Contract liabilities - current ( 26,405) ( 15,108 )
Notes payable ( 2,122) | 2,606 )
Accounts payable 216,028 146,432
Other payables ( 10,461 ) ( 49,099 )
Other current liabilities ( 2,136) 745
Provisions for liabilities - non-current 7,008 5,386
Other non-current liabilities ( 1,411 ) ( 851 )
Cash inflow generated from operations 709,878 1,171,360
Interest received 6,445 4,803
Interest paid ( 979 ) ( 1,007 )
Income taxes paid ( 195,409 ) ( 170,835)
Net cash flows from operating activities 519,935 1,004,321
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets at amortised cost ( 23,276 ) ( 206,899 )
Decrease (increase) in other current financial assets 2,998 32)
Acquisition of property, plant and equipment 6(5) ( 23,819 ) ( 29,790 )
Proceeds from disposal of property, plant and equipment 14,351 13,044
Acquisition of intangible assets ( 7,855) ( 11,690 )
Acquisition of right-of-use assets - ( 143)
Decrease (increase) in refundable deposits 1,234 ( 1,097 )
Decrease in other non-current assets - ( 436 )
Net cash flows used in investing activities ( 36,367 ) ( 237,043 )
CASH FLOWS FROM FINANCING ACTIVITIES
Lease principal repayment ( 20,815) ( 17,842 )
Payment of cash dividends 6(11) ( 779,513 ) ( 873,999 )
Net cash flows used in financing activities ( 800,328 ) ( 891,841 )
Effect due to changes in exchange rate ( 6,838 ) ( 7,661 )
Net decrease in cash and cash equivalents ( 323,598 ) ( 132,224 )
Cash and cash equivalents at beginning of period 1,300,530 1,097,433
Cash and cash equivalents at end of period $ 976,932 $ 965,209

The accompanying notes are an integral part of these consolidated financial statements.
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TEST RESEARCH, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NINE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in thousands of New Taiwan dollars, except as otherwise indicated)
(UNAUDITED)

1. HISTORY AND ORGANISATION

Test Research, Inc. (the Company) was incorporated in April 1989 under the provisions of the Company

Law of the Republic of China (R.O.C.). The Company and its subsidiaries (collectively referred herein
as the “Group”) are primarily engaged in the design, assembly, manufacture, sales, repairs and

maintenance of automated inspection and testing equipment.

2. THE DATE OF AUTHORISATION FOR ISSUANCE OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND PROCEDURES FOR AUTHORISATION

These consolidated financial statements were reported to the Board of Directors on November 4, 2020.

3. APPLICATION OF NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

(1) Effect of the adoption of new issuances of or amendments to International Financial Reporting

Standards (“IFRS”) as endorsed by the Financial Supervisory Commission (“FSC”)

New standards, interpretations and amendments endorsed by the FSC effective from 2020 are as

follows:
Effective date by
International
Accounting
New Standards, Interpretations and Amendments Standards Board
Amendments to IAS 1 and IAS 8, ‘Disclosure initiative-definition of material’ January 1, 2020
Amendments to IFRS 3, ‘Definition of a business’ January 1, 2020
Amendments to IFRS 9, IAS 39 and IFRS 7, ‘Interest rate benchmark reform’ January 1, 2020
Amendment to IFRS 16, ‘Covid-19-related rent concessions’ June 1, 2020

The above standards and interpretations have no significant impact to the Group’s financial condition

and financial performance based on the Group’s assessment.

(2) Effect of new issuances of or amendments to IFRSs as endorsed by the FSC but not yet adopted by
the Group

New standards, interpretations and amendments endorsed by the FSC effective from 2021 are as
follows:



Effective date by

International

Accounting
New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 4, ‘Extension of the temporary exemption from January 1, 2021

applying IFRS 9’

The above standards and interpretations have no significant impact to the Group’s financial condition

and financial performance based on the Group’s assessment.

(3) IFRSs issued by IASB but not yet endorsed by the FSC

New standards, interpretations and amendments issued by IASB but not yet included in the IFRSs as
endorsed by the FSC are as follows:

Effective date by
International
Accounting
New Standards, Interpretations and Amendments Standards Board
Amendments to IFRS 3, ‘Reference to the conceptual framework’ January 1, 2022
Amendments to IFRS 10 and TAS 28, ‘Sale or contribution of assets To be determined by
between an investor and its associate or joint venture’ International
Accounting Standards
Board
IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IFRS 17, ‘Insurance contracts’ January 1, 2023
Amendments to IAS 1, ‘Classification of liabilities as current or non- January 1, 2023
current’
Amendments to IAS 16, ‘Property, plant and equipment: proceeds before January 1, 2022
intended use’
Amendments to IAS 37, ‘Onerous contracts-cost of fulfilling a contract’ January 1, 2022
Annual improvements to IFRS Standards 2018-2020 January 1, 2022
Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16, ‘Interest January 1, 2021

Rate Benchmark Reform— Phase 2’

The above standards and interpretations have no significant impact to the Group’s financial condition

and financial performance based on the Group’s assessment.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted are consistent with Note 4 in the consolidated financial

statements for the year ended December 31, 2019, except for the compliance statement, basis of
preparation, basis of consolidation and additional policies as set out below. These policies have been

consistently applied to all the periods presented, unless otherwise stated.

~10~



(1) Compliance statement

A. The consolidated financial statements of the Group have been prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and the
International Accounting Standard 34, ‘Interim financial reporting” as endorsed by the FSC.

B. These consolidated financial statements are to be read in conjunction with the consolidated
financial statements for the year ended December 31, 2019.

(2) Basis of preparation

A. Except for defined benefit liabilities recognised based on the net amount of pension fund assets
less present value of defined benefit obligation, the consolidated financial statements have been
prepared under the historical cost convention.

B. The preparation of financial statements in conformity with International Financial Reporting
Standards, International Accounting Standards, IFRIC Interpretations, and SIC Interpretations as
endorsed by the FSC (collectively referred herein as the “IFRSs”) requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in Note 5.

(3) Basis of consolidation

A. Basis for preparation of consolidated financial statements:

The basis for preparation of consolidated financial statements is consistent with the basis used in
the consolidated financial statements for the year ended December 31, 2019.

B. Subsidiaries included in the consolidated financial statements:

% of Ownership
Main business September 30, December 31,
Name of investor ~ Name of subsidiary activities 2020 2019 Description
Test Research, Inc.  DOLI TRADING Trading 100 100 -
LIMITED (DOLI)
Test Research, Inc.  TEST RESEARCH Trading 100 100 -
USA INC. (TRU)
Test Research, Inc.  TRI TEST Trading 100 100 -
RESEARCH
EUROPE GMBH
(TRE)
Test Research, Inc. TRI JAPAN Trading 100 100 -
CORPORATION

(TRJ)

~11~



% of Ownership

Main business September 30, December 31,
Name of investor ~ Name of subsidiary activities 2020 2019 Description
Test Research, Inc. TEST RESEARCH Trading 100 100 -
INNOVATION
MALAYSIA SDN
BHD (TRM)
Test Research, Inc. TRI KOREA CO., Trading 100 - Note 1
LTD. (TRK)
Test Research, Inc. TRIINVESTMENTS Investment holdings 100 100 -
LIMITED (TIL)
TRI TRI Electronic Manufacture and 100 100 -
INVESTMENTS (Shenzhen) Limited  sales of test
LIMITED (TIL)  (TRI(SHENZHEN)) equipment
TRI TRI Electronic Manufacture and 100 100 -
INVESTMENTS (Suzhou) Limited sales of test
LIMITED (TIL)  (TRI (SUZHOU)) equipment
TRI TRI Electronic Import and export of 100 100 -
INVESTMENTS  (Shanghai) Limited equipment,
LIMITED (TIL) (TRI (SHANGHAI)) consulting and after-
sale maintenance
service of equipment
Note 1: TRI KOREA CO., LTD. (TRK) was established on January 17, 2020.
% of Ownership
September 30,
Name of investor Name of subsidiary Main business activities 2019 Description
Test Research, Inc. DOLI TRADING Trading 100 -
LIMITED (DOLI)
Test Research, Inc. TEST RESEARCH USA Trading 100 -
INC. (TRU)
Test Research, Inc. TRI TEST RESEARCH Trading 100 -
EUROPE GMBH (TRE)
Test Research, Inc. TRIJAPAN Trading 100 -
CORPORATION (TRJ)
Test Research, Inc. TEST RESEARCH Trading 100 -
INNOVATION
MALAYSIA SDN BHD
(TRM)
Test Research, Inc. TRI INVESTMENTS Investment holdings 100 -
LIMITED (TIL)
TRI INVESTMENTS TRI Electronic Manufacture and sales of 100 -
LIMITED (TIL) (Shenzhen) Limited test equipment
(TRI (SHENZHEN))

~12~



% of Ownership

September 30,

Name of investor Name of subsidiary Main business activities 2019 Description
TRIINVESTMENTS TRI Electronic Manufacture and 100 -
LIMITED (TIL) (Suzhou) Limited sales of test equipment

(TRI (SUZHOU))
TRI INVESTMENTS TRI Electronic Import and export of 100 -
LIMITED (TIL) (Shanghai) Limited equipment, consulting

(TRI (SHANGHAYI)) and after-sale
maintenance service of
equipment

Except for the financial statements of DOLI as of and for the nine months ended September 30,
2019 which were reviewed by the Company’s independent auditors, the financial statements of
the abovementioned subsidiaries included in the Group’s consolidated financial statements for the
nine months ended September 30, 2020 and 2019 were not reviewed by independent auditors as
these subsidiaries did not meet the definition of significant subsidiaries.

C. Subsidiaries not included in the consolidated financial statements: None.

D. Adjustments for subsidiaries with different balance sheet dates: None.

E. Significant restrictions: None.

F. Subsidiaries that have non-controlling interests that are material to the Group: None.

(4) Leasing arrangements (lessor) —lease receivables/operating leases

Lease income from an operating lease (net of any incentives given to the lessee) is recognised in
profit or loss on a straight-line basis over the lease term.
(5) Income tax
A. The interim period income tax expense is recognised based on the estimated average annual
effective income tax rate expected for the full financial year applied to the pretax income of the

interim period, and the related information is disclosed accordingly.

B. If a change in tax rate is enacted or substantively enacted in an interim period, the Group
recognises the effect of the change immediately in the interim period in which the change occurs.
The effect of the change on items recognised outside profit or loss is recognised in other
comprehensive income or equity while the effect of the change on items recognised in profit or
loss is recognised in profit or loss.

(6) Employee benefits

Under the defined benefit plans, pension cost for the interim period is calculated on a year-to-date
basis by using the pension cost rate derived from the actuarial valuation at the end of the prior
financial year, adjusted for significant market fluctuations since that time and for significant
curtailments, settlements, or other significant one-off events. Also, the related information is
disclosed accordingly.
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5. CRITICAL ACCOUNTING JUDGEMENTS, ESTIMATES AND KEY SOURCES OF
ASSUMPTION UNCERTAINTY

The preparation of these consolidated financial statements requires management to make critical
judgments in applying the Group’s accounting policies and make critical assumptions and estimates
concerning future events. Assumptions and estimates may differ from the actual results and are
continually evaluated and adjusted based on historical experience and other factors. In the process of
applying the Group's accounting policies, there is no critical accounting judgment. The critical
accounting estimates and assumptions is addressed below:

Evaluation of inventories

The Group’s inventories are stated at the lower of cost and net realisable value. The Group must
determine the net realisable value of inventories on balance sheet date using judgements and estimates.
Management considers the rapidly changing technology and the short life cycle of electronic products in
evaluating inventories. For inventories that are over a certain age and individually identified obsolete or
slow-moving items, the net realisable value is determined based on inventory aging and the market
demand of such items in the future for a specific period, which are based on sales, obsolescence and the
inventory quality. Such an evaluation of inventories is principally based on the demand for the products
within the specified period in the future. As evaluation of inventories usually involves subjective

judgment and a high degree of estimation uncertainty, there may be material changes to the evaluation.

As of September 30, 2020, the carrying amount of inventories was $987,529.
6. DETAILS OF SIGNIFICANT ACCOUNTS

(1) Cash and cash equivalents

September 30, 2020  December 31, 2019  September 30, 2019

Cash on hand and $ 1,261 $ 1,202 $ 1,263
revolving funds

Checking accounts and 667,679 996,972 891,574
demand deposits

Time deposits - 122,356 2,372

Short-term notes and
bills 307,992 180,000 70,000

$ 976,932 $ 1,300,530 $ 965,209

A. The Group transacts with a variety of financial institutions all with high credit quality to disperse
credit risk, so it expects that the probability of counterparty default is remote.

B. The Group’s restricted cash and cash equivalents were classified as other financial assets (shown

as “other current assets”). Please refer to Note 8 for details.
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(2) Financial assets at amortised cost

Current items: September 30, 2020  December 31, 2019  September 30, 2019
Time deposits maturing
over three months $ 228,053 $ 204,777 $ 206,899

Information relating to credit risk of financial assets at amortised cost is provided in Note 12(2).

(3) Notes and accounts receivable

September 30, 2020  December 31, 2019  September 30, 2019

Notes receivable $ 68,880 § 25,343 § 20,221
Accounts receivable $ 2,367,051 $ 1,941,765 $ 2,087,343
Less: Allowance for
uncollectible
accounts ( 14,145) ( 7,257) ( 12,518)
$ 2,352906 $ 1,934,508 $ 2,074,825

A. The ageing analysis of accounts receivable and notes receivable that were past due but not impaired
is as follows:

September 30, 2020 December 31, 2019 September 30, 2019
Accounts Notes Accounts Notes Accounts Notes
receivable receivable receivable receivable receivable receivable
Not past due $ 2,093,479 § 68,880 $ 1,742,504 $ 25343 §$ 1,813,540 $ 20,221
Past due
Up to 60 days 171,405 - 132,048 - 129,601 -
61 to 90 days 67,112 - 17,213 - 64,689 -
91 to 180 days 22,447 - 34,628 - 47,163 -
181 to 365 days 4,667 - 7,576 - 21,717 -
Over 365 days 7,941 - 7,796 - 10,633 -

$§ 2,367,051 $ 68,880 § 1,941,765 $ 25,343 § 2,087,343 § 20,221

The above ageing analysis was based on past due date.

B. As at September 30, 2020, December 31, 2019 and September 30, 2019, accounts receivable and
notes receivable were all from contracts with customers. As of January 1, 2019, the balance of
receivables from contracts with customers amounted to $2,126,557.

C. As at September 30, 2020, December 31, 2019 and September 30, 2019, without taking into
account any collateral held or other credit enhancements, the maximum exposure to credit risk in
respect of the amount that best represents the Group’s notes receivable were $68,880, $25,343 and
$20,221, and accounts receivable were $2,352,906, $1,934,508 and $2,074,825, respectively.

D. Information relating to credit risk of accounts receivable and notes receivable is provided in Note
12(2).
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(4) Inventories

Raw materials
Work in progress
Finished goods
Merchandise

Raw materials
Work in progress
Finished goods
Merchandise

Raw materials
Work in progress
Finished goods
Merchandise

September 30, 2020

Allowance for

Cost valuation loss Book value
$ 952,074 ($ 116,628) 835,446
110,696 408) 110,288
8,064 28) 8,036
36,642 2,883) 33,759
$ 1,107,476 ($ 119,947) 987,529

December 31, 2019
Allowance for

Cost valuation loss Book value
$ 753,534 ($ 97,696) 655,838
63,829 108) 63,721
4,146 - 4,146
18,152 3,424) 14,728
$ 839,661 ($ 101,228) 738,433

September 30, 2019
Allowance for

Cost valuation loss Book value
$ 763,013 ($ 91,432) 671,581
124,378 326) 124,052
3,716 - 3,716
27,453 3,447) 24,006
$ 918,560 ($ 95,205) 823,355

The cost of inventories recognised as expense for the period:

Cost of goods sold

Loss on slow-moving inventories

Cost of goods sold

Loss on obsolete inventory

~16~

Three months ended September 30

2020 2019
597,438 § 443,562
13,988 2,961
611,426 § 446,523

Nine months ended September 30

2020 2019
1,748,083 S 1,361,051
28,688 9,601
1,776,771 ' $ 1,370,652
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(6) Leasing arrangements — lessee

A. The Group leases offices and rental contracts are typically made for periods from 2019 to 2025.
Lease terms are negotiated on an individual basis and contain a wide range of different terms and
conditions. The lease agreements do not impose covenants, but leased assets shall not be used as
security for borrowing purposes.

B. Short-term leases pertain to leases of dormitories and company cars with a lease term of not more
than 12 months.

C. The carrying amounts of right-of-use assets and the depreciation charge are as follows:

September 30, 2020  December 31, 2019  September 30, 2019

Carrying amount Carrying amount Carrying amount
Buildings $ 48,630 $ 61,824 §$ 68,969
Three months ended September 30
2020 2019
Depreciation charge ~ Depreciation charge
Buildings $ 7241 $ 6,741

Nine months ended September 30
2020 2019
Depreciation charge ~ Depreciation charge
Buildings $ 19,963 $ 17,842

D. For the nine months ended September 30, 2020 and 2019, the additions to right-of-use assets were
$6,096 and $143, respectively.

E. The information on profit and loss accounts relating to lease contracts is as follows:

Three months ended September 30

2020 2019
Items affecting profit or loss
Interest expense on lease liabilities $ 378 $ 693
Expense on short-term lease contracts $ 3,429 $ 2,318

Nine months ended September 30

2020 2019
Items affecting profit or loss
Interest expense on lease liabilities $ 979 § 1,007
Expense on short-term lease contracts $ 6,398 $ 8,534

F. For the three months and nine months ended September 30, 2020 and 2019, the Group’s total cash
outflow for leases were $11,096, $10,930, $28,192 and $28,704, respectively.
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(7) Other payables

September 30, 2020  December 31, 2019  September 30, 2019

Salaries and bonus

payable $ 165,094 $ 171,933  § 157,915
Employees’

compensation and

directors’remuneration

payable 29,079 27,862 21,626
Others 71,981 76,820 79,698
$ 266,154 § 276,615 $ 259,239

(8) Pensions

A. Defined benefit plan

(@)

(b)

(©)

The Company has a defined benefit pension plan in accordance with the Labor Standards Act,
covering all regular employees’ service years prior to the enforcement of the Labor Pension
Act on July 1, 2005 and service years thereafter of employees who chose to continue to be
subject to the pension mechanism under the Act. Under the defined benefit pension plan, two
units are accrued for each year of service for the first 15 years and one unit for each additional
year thereafter, subject to a maximum of 45 units. Pension benefits are based on the number
of units accrued and the average monthly salaries and wages of the last 6 months prior to
retirement. The Company contributes monthly an amount equal to 2% of the employees’
monthly salaries and wages to the retirement fund deposited with Bank of Taiwan, the trustee,
under the name of the independent retirement fund committee. Also, the Company would
assess the balance in the aforementioned labor pension reserve account by December 31, every
year. If the account balance is insufficient to pay the pension calculated by the aforementioned
method to the employees expected to qualify for retirement in the following year, the Company
will make contributions for the deficit by next March.

For the aforementioned pension plan, the Group recognised pension costs of $111, $134, $332
and $400 for the three months and nine months ended September 30, 2020 and 2019,
respectively.

Expected contributions to the defined benefit pension plan of the Group for the year ending
December 31, 2021 amount to $2,323.

B. Defined contribution plan

(a)

Effective July 1, 2005, the Company has established a defined contribution pension plan (the
“New Plan”) under the Labor Pension Act (the “Act”), covering all regular employees with
R.O.C. nationality. Under the New Plan, the Company contributes monthly an amount based
on 6% of the employees’ monthly salaries and wages to the employees’ individual pension
accounts at the Bureau of Labor Insurance. The benefits accrued are paid monthly or in lump
sum upon termination of employment.

~20~



(b) Other overseas subsidiaries contribute to the statutory pension insurance or pension fund for
their employees based on their wages and salaries in compliance with local laws and
regulations. Other than the monthly contributions, the entities have no further obligations.

(c) The pension costs under the defined contribution pension plans of the Group for the three
months and nine months ended September 30, 2020 and 2019 were $6,692, $6,170, $19,584
and $18,193, respectively.

(9) Share capital
The Company’s authorised capital was $2,500,000. As of September 30, 2020, the Company’s issued

and outstanding capital was $2,362,160.

(10) Capital surplus

Pursuant to the R.O.C. Company Act, capital surplus arising from paid-in capital in excess of par
value on issuance of common stocks and donations can be used to cover accumulated deficit or to
issue new stocks or cash to shareholders in proportion to their share ownership, provided that the
Company has no accumulated deficit. Further, the R.O.C. Securities and Exchange Act requires that
the amount of capital surplus to be capitalised mentioned above should not exceed 10% of the paid-
in capital each year. Capital surplus should not be used to cover accumulated deficit unless the legal

reserve is insufficient.

(11) Retained earnings

A. Under the Company’s Articles of Incorporation, the dividend policy of the Company is based on
the Company’s future capital expenditure budget and capital requirements. Dividends shall be
appropriated from accumulated distributable earnings, and the distribution amount shall not be
lower than 60% of accumulated distributable earnings, of which cash dividends shall not be
lower than 50% of the total dividends distributed. The current year’s earnings, if any, shall first
be used to pay all taxes and offset prior years’ losses and then 10% of the remaining amount
shall be set aside as legal reserve until the amount of legal reserve is equal to the amount of total
capital. After the provision or reversal of special reserve, the remaining earnings constitute the
distributable earnings of the current year. The appropriation of the remaining earnings along with
the unappropriated earnings of prior years shall be proposed by the Board of Directors and
approved by the shareholders at the shareholders’ meeting.

B. The appropriations of 2019 and 2018 earnings had been resolved at the shareholders’ meeting on
May 27, 2020 and May 29, 2019, respectively. Details are summarized below:

Year ended December 31

2019 2018
Dividends per Dividends per
Amount share (in dollars) Amount share (in dollars)
Legal reserve $ 93,344 $ 106,439
Special reserve 25,475 $ 11,672
Cash dividends  $ 779,513  $ 33 $ 873,999 $ 3.7
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C. Except for covering accumulated deficit or issuing new stocks or cash to shareholders in
proportion to their share ownership, the legal reserve shall not be used for any other purpose. The
use of legal reserve for the issuance of stocks or cash to shareholders in proportion to their share
ownership is permitted, provided that the distribution of the reserve is limited to the portion in
excess of 25% of the Company’s paid-in-capital.

D. (a) In accordance with the regulations, the Company shall set aside special reserve from the debit
balance on other equity items at the balance sheet date before distributing earnings. When
debit balance on other equity items is reversed subsequently, the reversed amount could be
included in the distributable earnings.

(b) The amounts previously set aside by the Company as special reserve on initial application of
IFRSs in accordance with Jin-Guan-Zheng-Fa-Zi Letter No. 1010012865, dated April 6, 2012,
shall be reversed proportionately when the relevant assets are used, disposed of or reclassified
subsequently.

E. For the information relating to employees’ compensation and directors’ remuneration, please refer
to Note 6(16).

(12) Sales revenue

Three months ended September 30
2020 2019
Revenue from contracts with customers $ 1,358,567 § 1,042,428

Nine months ended September 30
2020 2019
Revenue from contracts with customers $ 4,008,172 $ 3,238,519

A. Disaggregation of revenue from contracts with customers

The Group derives revenue from the transfer of goods and services at a point in time in the
following major geographical regions:

Three months ended September 30

2020 2019
Asia $ 1,085,151 $ 856,292
America 87,369 45,953
Europe 177,323 132,216
Others 8,724 7,967
$ 1,358,567 $ 1,042,428
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Nine months ended September 30

2020 2019
Asia $ 3,552,950 $ 2,747,594
America 133,615 131,910
Europe 303,138 338,159
Others 18,469 20,856
$ 4,008,172 $ 3,238,519

B. Contract liabilities
The Group has recognised the following revenue-related contract liabilities:

September 30, 2020 December 31, 2019  September 30, 2019 January 1, 2019
Contract liabilities $ 22289 $ 48,694 $ 24,526 $ 39,634

For the three months and nine months ended September 30, 2020 and 2019, the Group’s contract
liabilities on January 1, 2020 and 2019 were realised to revenue amounting to $0, $4,746,
$48,644 and $38,993, respectively.

(13) Other income

Three months ended September 30

2020 2019
Rental income $ 3,157 $ 54
Other income 1,051 14,863
$ 4208 $ 14,917

Nine months ended September 30

2020 2019
Rental income $ 7,909 $ 54
Other income 6,138 39,477
$ 14,047 $ 39,531

(14) Other gains and losses

Three months ended September 30

2020 2019
Gains on disposal of property, plant and
equipment $ 3,443  § 1,033
Net currency exchange losses ( 30,015) ( 27,224)
Other losses ( 1) ( 12,726)
($ 26,573) ($ 38,917)
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Gains on disposal of property, plant and

equipment
Net currency exchange losses
Other losses

(15) Expenses by nature

Employee benefit expense

Depreciation charges on property, plant and
equipment and right-of-use assets

Amortisation charges on intangible assets

Employee benefit expense

Depreciation charges on property, plant and
equipment and right-of-use assets

Amortisation charges on intangible assets

(16) Employee benefit expense

Wages and salaries

Labour and health insurance fees
Pension costs

Other personnel expenses

Wages and salaries

Labour and health insurance fees
Pension costs

Other personnel expenses

~Dd~

Nine months ended September 30

2020 2019
$ 3,849 $ 3,389
( 59,423) ( 4,150)
( 3) ( 36,003)
($ 55,577) ($ 36,764)
Three months ended September 30
2020 2019
$ 266,605 $ 226,921
30,772 29,753
3,003 2,575
$ 300,380 $ 259,249
Nine months ended September 30
2020 2019
$ 763,102 $ 673,785
85,483 86,611
8,985 7,549
$ 857,570 $ 767,945
Three months ended September 30
2020 2019
$ 234,624 § 193,048
15,156 18,629
6,803 6,304
10,022 8,940
$ 266,605 $ 226,921
Nine months ended September 30
2020 2019
$ 672,838 $ 576,637
42,925 52,644
19,916 18,593
27,423 25911
$ 763,102 $ 673,785




A. In accordance with the amendments of the Articles of Incorporation, which was approved by the
shareholders during the shareholders’ meeting on May, 29, 2019, a ratio of distributable profit of
the current year, after covering accumulated losses, shall be distributed as employees’
compensation and directors’ remuneration. The ratio shall not be lower than 1% for employees’
compensation and shall not be higher than 2% for directors’ remuneration.

B. For the three months and nine months ended September 30, 2020 and 2019, employees’
compensation was accrued at $6,537, $4,157, $19,192 and $14,273, respectively; while directors’
remuneration was accrued at $3,368, $2,142, $9,887 and $7,353, respectively. The
aforementioned amounts were recognised in salary expenses. The employees’ compensation and
directors’ remuneration were estimated and accrued based on the distributable profit of current
year for the nine months ended September 30, 2020 and 2019 and the percentage as prescribed
by the Company’s Articles of Incorporation.

The employees’ compensation and directors’ remuneration for 2019 as resolved by the Board of
Directors on February 26, 2020 amounting to $18,389 and $9,473, respectively, were in
agreement with those amounts recognised in the 2019 financial statements.

Information about employees’ compensation and directors’ remuneration of the Company as
resolved by the Board of Directors will be posted in the “Market Observation Post System” at
the website of the Taiwan Stock Exchange.

(17) Income tax
A. Income tax expense
(a) Components of income tax expense:

Three months ended September 30

2020 2019

Current tax:
Current tax on profit for the period $ 80,441 § 40,005
Tax on undistributed earnings - -
Total current tax 80,441 40,005
Deferred tax:
Origination and reversal of temporary

differences 6,306 9,575
Income tax expense $ 86,747 $ 49,580
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Nine months ended September 30

2020 2019
Current tax:
Current tax on profit for the period $ 225975 $ 145,783
Tax on undistributed earnings 2,018 3,386
Total current tax 227,993 149,169
Deferred tax:
Origination and reversal of temporary
differences 19,693 31,543
Income tax expense $ 247,686 § 180,712
(b) The income tax expense (benefit) relating to components of other comprehensive income is
as follows:
Three months ended September 30
2020 2019
Currency translation differences $ 2,907 (8 6,318)
Nine months ended September 30
2020 2019
Currency translation differences ($ 1,687) ($ 4,469)

B. The Company’s income tax returns through 2017 have been assessed and approved by the Tax
Authority.

(18) Earnings per share

Three months ended September 30, 2020

Weighted average
number of
ordinary shares
outstanding
(shares in Earnings per share
Amount after tax thousands) (in dollars)

Basic earnings per share
Profit attributable to ordinary
shareholders of the parent $ 311,090 236,216 $ 1.32
Diluted earnings per share
Assumed conversion of all dilutive
potential ordinary shares
Employees’ compensation - 115

Profit attributable to ordinary
shareholders of the parent plus
assumed conversion of all dilutive

potential ordinary shares $ 311,090 236,331 § 1.32
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Basic earnings per share
Profit attributable to ordinary

shareholders of the parent
Diluted earnings per share
Assumed conversion of all dilutive

potential ordinary shares

Employees’ compensation

Profit attributable to ordinary
shareholders of the parent plus
assumed conversion of all dilutive

potential ordinary shares

Basic earnings per share
Profit attributable to ordinary
shareholders of the parent

Diluted earnings per share

Assumed conversion of all dilutive
potential ordinary shares
Employees’ compensation

Profit attributable to ordinary
shareholders of the parent plus
assumed conversion of all dilutive
potential ordinary shares

Three months ended September 30, 2019

Weighted average
number of
ordinary shares
outstanding
(shares in Earnings per share
Amount after tax thousands) (in dollars)
$ 214,174 236,216  $ 0.91
- 84
$ 214,174 236,300 $ 0.91

Nine months ended September 30, 2020

Weighted average
number of
ordinary shares
outstanding
(shares in Earnings per share
Amount after tax thousands) (in dollars)
$ 953,368 236,216 $ 4.04
- 410
$ 953,368 236,626 $ 4.03
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Nine months ended September 30, 2019

Weighted average
number of
ordinary shares
outstanding
(shares in Earnings per share
Amount after tax thousands) (in dollars)

Basic earnings per share
Profit attributable to ordinary
shareholders of the parent $ 734,607 236,216 $ 3.11
Diluted earnings per share
Assumed conversion of all dilutive
potential ordinary shares

Employees’ compensation - 427

Profit attributable to ordinary
shareholders of the parent plus
assumed conversion of all dilutive
potential ordinary shares $ 734,607 236,643 $ 3.10

As employees’ compensation could be distributed in the form of stock, the diluted EPS computation
shall include those estimated shares that would increase from employees’ stock compensation
issuance in the calculation of the weighted-average number of common shares outstanding during
the reporting year, taking into account the dilutive effect of stock compensation on potential

common shares.

7. RELATED PARTY TRANSACTIONS

(1) Parent and ultimate controlling party

The Company shares are widely held. The Company does not have an ultimate parent and ultimate
controlling party.

(2) Key management compensation

Three months ended September 30

2020 2019
Salaries and other short-term employee
benefits $ 7,020 $ 6,831
Post-employment benefits 194 119
$ 7,214 § 6,950
Nine months ended September 30
2020 2019
Salaries and other short-term employee
benefits $ 28,897 $ 21,889
Post-employment benefits 582 356
$ 29,479 $ 22,245
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A. Salaries and other short-term employee benefits include regular wages, special responsibility
allowances, various bonuses, service execution fees, directors’ and supervisors’ remuneration and

employees’ compensation, etc.

B. Post-employment benefits represent pension costs.

8. PLEDGED ASSETS

The Group’s assets pledged as collateral are as follows:

Book value
Pledged asset September 30, 2020  December 31, 2019  September 30, 2019 Purpose

Property, plant and

equipment

- Land $ 388,990 $ 388,990 $ 388,990 Security for

lines of credit

- Buildings 50,940 52,135 52,533 "
Time deposits

(shown as “Other Performance

current assets”) - 2,998 3,104 bond

$ 439,930 $ 444,123  § 444,627

9. SIGNIFICANT CONTINGENT LIABILITIES AND UNRECOGNISED CONTRACT
COMMITMENTS

(1) Contingencies
None.

(2) Commitments

None.

10. SIGNIFICANT DISASTER LOSS

None.

11. SIGNIFICANT EVENTS AFTER THE BALANCE SHEET DATE

None.

12. OTHERS

(1) Capital management

The Group’s main objectives when managing capital are to ensure solid and good capital ratio in
order to support operations and to provide maximum returns for shareholders. The Group manages
and adjusts capital structure based on economic situation and debt ratio, and achieves the purpose
of maintaining and adjusting capital structure possibly by adjusting dividend payment or shares

issuance.
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(2) Financial instruments

A. Financial instruments by category

September 30, 2020 December 31, 2019 September 30, 2019

Financial assets
Financial assets at amortised cost

Cash and cash equivalents $ 976,932 $ 1,300,530 $ 965,209
Financial assets at amortised cost 228,053 204,777 206,899
Notes receivable 68,880 25,343 20,221
Accounts receivable 2,352,906 1,934,508 2,074,825
Other receivables 10,311 21,016 18,940

Guarantee deposits paid

(shown as “other non-current

assets”) 10,357 11,591 9,891
Other financial assets

(shown as “other current

assets”) - 2,998 3,104

$ 3,647,439 § 3,500,763 $ 3,299,089

Financial liabilities
Financial liabilities at amortised cost

Notes payable $ 24,276 $ 26,398 $ 24,292
Accounts payable 671,774 455,746 527,564
Other payables 254,718 276,615 259,239

$ 950,768 $ 758,759 § 811,095

Lease liabilities (including current
portion) $ 47,889 § 61,522 ' $ 68,655

B. Financial risk management policies

The Group adopts an overall risk management and control system to identify and measure a
variety of financial risks including market risk, credit risk, liquidity risk and cash flow interest
rate risk.

C. Significant financial risks and degrees of financial risks
(a) Market risk

Foreign exchange risk

1. The Group operates internationally and is exposed to exchange rate risk arising from the
transactions of the Company and its subsidiaries used in various functional currency,
primarily with respect to the USD, RMB, JPY and EUR. Foreign exchange risk arises from
future commercial transactions and recognised assets and liabilities.

ii. The Group’s businesses involve some non-functional currency operations. The
information on assets and liabilities denominated in foreign currencies whose values
would be materially affected by the exchange rate fluctuations is as follows:
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iil.

Total exchange loss, including realised and unrealised arising from significant foreign
exchange variation on the monetary items held by the Group for the three months and
nine months ended September 30, 2020 and 2019 amounted to $30,015, $27,224, $59,423
and $4,150, respectively.

Price risk

The Group has no equity instruments held for trading; thus, the Group has no price risk.

Cash flow and fair value interest rate risk

The Group has no borrowings; thus, the Group has no cash flow and fair value interest rate

risk.

(b) Credit risk

1.

il.

iil.

1v.

Credit risk refers to the risk of financial loss to the Group arising from default by the
clients or counterparties of financial instruments on the contract obligations. The main
factor is that counterparties could not repay in full the accounts receivable based on the
agreed terms, and the contract cash flows of debt instruments stated at amortised cost.

The Group’s credit risk management policy is that for banks and financial institutions,
only institutions with good credit rating are accepted. According to the Group’s credit
policy, each local entity in the Group is responsible for managing and analysing the credit
risk for each of their new clients before standard payment and delivery terms and
conditions are offered. Internal risk control assesses the credit quality of the customers,
taking into account their financial position, past experience and other factors. Individual
risk limits are set based on internal or external ratings in accordance with limits set by
the Board of Directors. The utilisation of credit limits is regularly monitored.

In accordance with the internal management policy of the Group, if the contract payments
were past due over 120 days based on the terms, there has been a significant increase in
credit risk on that instrument since initial recognition.

In accordance with the internal management policy of the Group, the default occurs when
the contract payments are past due over 365 days.

The following indicators are used to determine whether the credit impairment of debt
instruments has occurred:

(1) It becomes probable that the issuer will enter bankruptcy or other financial
reorganization due to their financial difficulties;

(i1) The disappearance of an active market for that financial asset because of financial
difficulties;

(111) Default or delinquency in interest or principal repayments.
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vi. The Group classifies customer’s accounts receivable in accordance with credit risk on
trade. The Group applies the modified approach using the provision matrix based on the
loss rate methodology to estimate expected credit loss.

vii. The Group writes off the financial assets, which cannot be reasonably expected to be
recovered, after initiating recourse procedures. However, the Group will continue
executing the recourse procedures to secure their rights.

viii.The Group used the forecastability to adjust historical and timely information to assess
the default possibility of accounts receivable. On September 30, 2020, December 31,
2019 and September 30, 2019, the provision matrix based on the loss rate methodology
is as follows:

Group A:

91~180  181~365 Over 365
Not 1~60 days 61~90 days days days days
past due pastdue  pastdue  pastdue pastdue  past due Total

September 30, 2020

Expected loss rate  0.03%-0.54% 1.5% 15% 25% 40% 60%-100%
Total book value $ 135520 $ 8,39 $ - 3 16 $ 7 $ 1,406 §$ 145,345
Loss allowance 734 126 - 4 3 1,236 2,103

91~180  181~365  Over 365
Not 1~60 days 61~90 days days days days
past due pastdue  pastdue  pastdue pastdue  past due Total

December 31, 2019

Expected loss rate  0.03%-0.19% 1.5% 15% 25% 40% 60%-100%
Total book value $ 419,864 $ 19 $ - $ L1132 $§ 5767 § 1,290 $ 428,072
Loss allowance 812 - - 283 2,307 918 4,320

91~180  181~365 Over 365
Not 1~60 days 61~90 days days days days
past due pastdue  pastdue  pastdue pastdue  past due Total

September 30, 2019

Expected loss rate 0.18% 1.5% 15% 25% 40% 60%-100%

Total book value $§ 551,862 $ 11,794 § 16,015 $§ 2,175 § 8,744 $ 3,710 § 594,300
Loss allowance 983 177 2,402 544 3,498 2,226 9,830
Group B:

September 30, 2020  December 31, 2019  September 30, 2019

Expected loss rate 0.03%-0.54% 0.03%-0.19% 0.18%
Total book value $ 2,221,706 $ 1,513,693 $ 1,493,043
Loss allowance 12,042 2,937 2,688

Group A: Customers excluding Group B.

Group B: Domestic and foreign clients that have good operating conditions, high degree of
financial transparency, proceeds of collections of transaction and are rated with
optimised internal credit rating. The default possibility that the Group used the
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forecastability to adjust historical and timely information to assess was 0.03%,
which was used to assess the default possibility of accounts receivable.

ix. Movements in relation to the Group applying the simplified approach to provide loss
allowance for accounts receivable are as follows:

2020 2019
At January 1 $ 7,257 % 27,883
Provision for impairment 6,928 -
Reversal of impairment loss - ( 15,139)
Effect of exchange rate changes ( 40) ( 226)
At September 30 $ 14,145 $ 12,518

(c) Liquidity risk

1. Cash flow forecasting is performed and aggregated by the Group’s treasury. Surplus cash
held by the operating entities over and above balance required for working capital
management are invested in interest bearing current accounts and time deposits, choosing
instruments with appropriate maturities or sufficient liquidity to provide sufficient
headroom as determined by the abovementioned forecasts.

ii.The table below analyses the Group’s non-derivative financial liabilities into relevant
maturity groupings based on the remaining period at the balance sheet date to the
contractual maturity date for non-derivative financial liabilities. The amounts disclosed in
the table are the contractual undiscounted cash flows.

Non-derivative financial liabilities:

September 30, 2020 Less than 1 year Over 1 year
Notes payable $ 24276 $ -
Accounts payable 671,774 -
Other payables 266,154 -
Lease liabilities 23,403 30,552

Non-derivative financial liabilities:

December 31, 2019 Less than 1 year Over 1 year
Notes payable $ 26,398 $ -
Accounts payable 455,746 -
Other payables 276,615 -
Lease liabilities 23,594 44,892

September 30, 2019 Less than 1 year Over 1 year
Notes payable $ 24292 § -
Accounts payable 527,564 -
Other payables 259,239 -
Lease liabilities 21,550 47,105
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(3) Fair value information

A.

B.

The Group has no financial instruments measured at fair value by valuation method.

The carrying amounts of cash and cash equivalents, financial assets at amortised cost, notes
receivable, accounts receivable, other receivables, notes payable, accounts payable and other

payables are approximate to their fair values.

13. SUPPLEMENTARY DISCLOSURES

(1) Significant transactions information

A.

B.

J.

Loan to others: Please refer to table 1.

Provisions of endorsements and guarantees to others: None.

. Holding of marketable securities at the end of the period (not including subsidiaries, associates

and joint ventures): None.

. Acquisition or sale of the same security with the accumulated cost exceeding $300 million or

20% of the Company’s paid-in capital: None.
Acquisition of real estate reaching $300 million or 20% of paid-in capital or more: None.

Disposal of real estate reaching $300 million or 20% of paid-in capital or more: None.

. Purchases or sales of goods from or to related parties reaching $100 million or 20% of paid-in

capital or more: Please refer to table 2.

. Receivables from related parties reaching $100 million or 20% of paid-in capital or more: Please

refer to table 3.

Trading in derivative instruments undertaken during the reporting periods: None.

Significant inter-company transactions during the reporting periods: Please refer to table 4.

(2) Information on investees

Names, locations and other information of investee companies (not including investees in Mainland
China): Please refer to table 5.

(3) Information on investments in Mainland China

A. Basic information: Please refer to table 6.

B.

Significant transactions, either directly or indirectly through a third area, with investee companies
in the Mainland Area: Please refer to Table 2 to 4.

(4) Major shareholders information

Major shareholders information: Please refer to Table 7.
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14. SEGMENT INFORMATION

(1) General information

The Group is primarily engaged in the design, assembly, manufacture, sales, repairs and
maintenance of automated inspection and testing equipment. The Group operates business only in a
single industry. The Board of Directors who allocates resources and assesses performance of the

Group as a whole, has identified that the Group has only one reportable operating segment.

(2) Measurement of segment information

The accounting policies of the operating segments and the Group are the same. The Group uses the
operating profit as the measurement for operating segment profit and the basis of performance

assessment.

(3) Information about segment profit or loss, assets and liabilities

The segment information provided to the chief operating decision maker for the reportable segments

is as follows:

Nine months ended September 30

2020 2019
Revenue from external customers $ 4,008,172 $ 3,238,519
Segment profit $ 1,237,738  $ 907,645

The total assets and total liabilities amount were not provided to the chief operating decision maker

by the Company.

(4) Reconciliation for segment income (loss)

Net profit (loss) of segments reported to the chief operating decision maker is measured in a manner
consistent with revenues and expenses in the income statement. A reconciliation of segment profit
(loss) to profit (loss) before tax and discontinued operations is provided as follows:

Nine months ended September 30

2020 2019
Reportable segments income $ 1,237,738  $ 907,645
Unallocated profit or loss:
Non-operating income and expenses ( 36,684) 7,674
Income before tax from continuing operations ~ $ 1,201,054 $ 915,319
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Test Research, Inc. and Subsidiaries
Loans to others

Nine months ended September 30, 2020

Table 1 Expressed in thousands of NTD
(Except as otherwise indicated)
Maximum outstanding Amount of Collateral
General Isa balance during the Balance at Actual transactions Reason for ~ Allowance Limit on loans  Ceiling on
ledger related nine months ended September amount  Interest Nature of  with the short-term  for doubtful granted to a total loans
No. Creditor Borrower account party September 30, 2020 30,2020 drawndown rate loan borrower financing accounts Item Value  single party granted Footnote
1 TRI Electronic TRI Electronic Other Yes $ 25944 $ 25614 $ 25,614 4.75% Short-term $ - Additional $ - None $ - $ 554,954 $ 1,109,908 Notel
(Shanghai) Limited  (Suzhou) Limited receivables financing operating
capital

Note 1:

The Board of Directors resolved to amend TRI Electronic (Shanghai) Limited's policy “Procedures for Provision of Loans” and the policy is as follows:

Ceiling on total loans to others: 50% of the creditor's net worth. For business transactions, if for short-term financing purpose, the ceiling on loans shall not exceed 40% of the creditor's net worth. Limit to a single party is RMB 4 million. However, limit

on loans for financing granted by and to subsidiaries with the same ultimate parent which directly or indirectly holds 100% of its voting shares shall not exceed 20% of parent company's net worth. Ceiling to the aforementioned single party shall not
exceed 10% of parent company's net worth.
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Table 2

Test Research, Inc. and Subsidiaries
Purchases or sales of goods from or to related parties reaching NT$100 million or 20% of paid-in capital or more
Nine months ended September 30, 2020

Transaction

Differences in transaction terms compared to third
party transactions

Expressed in thousands of NTD
(Except as otherwise indicated)

Notes/accounts receivable (payable)

Relationship Percentage of Percentage of
with the Purchases total purchases total notes/accounts
Purchaser/seller Counterparty counterparty (sales) Amount (sales) Credit term Unit price Credit term Balance receivable (payable) Footnote
Test Research, Inc. TRI Electronic (Shenzhen)  Second-tier Sales 271,615 0%  90-120 days after ~ 40% to 60% of the standard 90-120 days after $ 77,606 4% None
Limited subsidiary acceptance and same price offered to third parties  acceptance and same
with the third parties with the third parties
Test Research, Inc. TRI Electronic (Suzhou) Second-tier Sales 223,731 0%  90-120 days after ~ 40% to 60% of the standard 90-121 days after 235,262 11% None
Limited subsidiary acceptance and same price offered to third parties  acceptance and same
with the third parties with the third parties
TRI Electronic (Shenzhen) Test Research, Inc. Parent Purchases 271,615 100%  90-120 days after ~ Determined by the parent 90-120 days after (77,606) 83% None
Limited company acceptance company acceptance
TRI Electronic (Suzhou) — Test Research, Inc. Parent Purchases 223,731 100%  90-120 days after ~ Determined by the parent 90-121 days after (235,262) 99%  None
Limited company acceptance company acceptance
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Test Research, Inc. and Subsidiaries
Receivables from related parties reaching $100 million or 20% of paid-in capital or more

Nine months ended September 30, 2020
Table 3 Expressed in thousands of NTD
(Except as otherwise indicated)

Overdue receivables

Amount collected
subsequent to the

Relationship with the Balance as at balance sheet date Allowance for
Creditor Counterparty counterparty September 30, 2020 Turnover rate Amount Action taken (Note) doubtful accounts
Test Research, Inc. TRI Electronic (Suzhou) Limited Second-tier subsidiary $ 235,975 1.89 $ 47,366 In the process of $ 7699 $ -
collection

Note: The subsequent collections were reviewed prior to the review report date.
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Test Research, Inc. and Subsidiaries

Significant inter-company transactions during the reporting period

Nine months ended September 30, 2020

Table 4 Expressed in thousands of NTD
(Except as otherwise indicated)
Transactions
Percentage of
consolidated total
Number Relationship operating revenues or total
(Note 1) Company name Counterparty (Note 2) General ledger account Amount (Note 4) Transaction terms assets

0 Test Research, Inc. TRI Electronic (Suzhou) Limited 1 Sales revenue 223,731 Note 3 6
0 Test Research, Inc. TRI Electronic (Shenzhen) Limited 1 Sales revenue 271,615 Note 3 7
0 Test Research, Inc. TRIJAPAN CORPORATION 1 Sales revenue 22,526 Note 8 1
0 Test Research, Inc. TEST RESEARCH USA, INC. 1 Sales revenue 23,695 Note 8 -
0 Test Research, Inc. TRI Electronic (Suzhou) Limited 1 Accounts receivable 235,262 Note 3 3
0 Test Research, Inc. TRI Electronic (Shenzhen) Limited 1 Accounts receivable 77,606 Note 3 1
0 Test Research, Inc. TEST RESEARCH USA, INC. 1 Accounts receivable 11,593 Note 8 -
1 TRI Electronic (Shenzhen) Limited Test Research, Inc. 2 Service revenue 109,073 Note 6 and 7 3
1 TRI Electronic (Shenzhen) Limited Test Research, Inc. 2 Accounts receivable 11,400 Note 6 and 7 -
2 TRI Electronic (Suzhou) Limited Test Research, Inc. 2 Service revenue 28,374 Note 6 and 7 1
3 TRI Electronic (Shanghai) Limited TRI Electronic (Suzhou) Limited 3 Other receivables 25,614 Note 5 -
4 TEST RESEARCH USA, INC. Test Research, Inc. 2 Service revenue 22,066 Note 6 1

5 TRI TEST RESEARCH EUROPE GMBH Test Research, Inc. 2 Service revenue 17,566 Note 6

Note 1: The numbers filled in for the transaction company in respect of inter-company transactions are as follows:
(1) Parent company is ‘0.
(2) The subsidiaries are numbered in order starting from “1°.

Note 2: Relationship between transaction company and counterparty is classified into the following two categories:
(1) Parent company to subsidiary.
(2) Subsidiary to parent company.
(3) Subsidiary to subsidiary.

Note 3: Selling prices to the parent company and the Mainland China investees are determined based on 40% to 60% of the standard sales price. The credit term is 90 to 120 days after acceptance and was the same with the third
parties.

Note 4: Only related party transactions in excess of $10,000 are disclosed. Corresponding transactions from the other side are not disclosed.

Note 5: Loans to others.

Note 6: Companies signed agency agreements with subsidiaries and second-tier subsidiary, and the subsidiaries and second-tier subsidiary act as product sales agent.

Note 7: Commission revenue was based on agency contract, others were based on agreed conditions.

Note 8: The price is determined based on the mutual agreement.
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Table 5

Test Research, Inc. and Subsidiaries
Information on investees
Nine months ended September 30, 2020
Expressed in thousands of NTD
(Except as otherwise indicated)

Investment income

Initial investment amount Shares held as at September 30, 2020 (loss) recognised by

Net profit (loss) of  the Company for

Balance as at Balance as at the investee for the  the nine months

Main business ~ September 30,  December 31, Number of Ownership nine months ended  ended September

Investor Investee Location activities 2020 2019 shares (%) Book value  September 30, 2020 30, 2020 Footnote
Test Research, Inc. TRIINVESTMENTS LIMITED Samoa Investment $ 219,811 $ 219,811 6,724,109 100 $ 740,994 $ 88,235 $ 72,575 Note 2
holdings
Test Research, Inc. DOLI TRADING LIMITED British Virgin  Trading 131,973 131,973 801 100 45,279 6,911 11,351 Note 2
Islands
Test Research, Inc. TEST RESEARCH USA, INC. United States  Trading 61,299 61,299 1,518,935 100 49,333 4,209 4,209  None
Test Research, Inc. TRI TEST RESEARCH EUROPE Germany Trading 17,679 17,679 - 100 23,117 ( 7,979) ( 7,979) Note 1
GMBH

Test Research, Inc. TRIJAPAN CORPORATION Japan Trading 10,750 10,750 720 100 10,804 ( 4,196) ( 4,196) None
Test Research, Inc. TRI MALAYSIA SDN. BHD Malaysia Trading 2,066 2,066 1,000,000 100 16,601 1,517 1,517  None
Test Research, Inc. TRI KOREA CO., Ltd. South Korea ~ Trading 10,592 - 80,000 100 11,110 1,599 1,070 Note 2

Note 1: A limited liability company.

Note 2: The investment loss included the elimination of intercompany transactions.
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Test Research, Inc. and Subsidiaries
Information on investments in Mainland China - Basic information
Nine months ended September 30, 2020

Table 6 Expressed in thousands of NTD
(Except as otherwise indicated)
Amount remitted from Accumulated Accumulated
Taiwan to Mainland China/ amount Investment income amount of
Accumulated amount Amount remitted back to of remittance  Net income of recognised Book value of investment
of remittance from Taiwan for the nine months from Taiwanto  investee for  Ownership by the Company for investments in income
Taiwan to Mainland ended September 30, 2020 Mainland China the nine held by the  the nine months ~ Mainland China remitted back to
China as of Remitted to Remitted  as of September months ended Company  ended September as of September ~ Taiwan as of
Investee in Main business Paid-in capital Investment method January 1, 2020 Mainland back to 30, 2020 (Note September 30, (direct or 30, 2020 (Note 30, 2020 (Note  September 30,
Mainland China activities (Note 3) (Note 1) (Note 3) China Taiwan 3) 2020 indirect) 2(2)C.) 5) 2020 Footnote
TRI Electronic (Shenzhen) Manufacture and $ 88,755 2 $ 21,825 $ - % - $ 21,825 $ 79,394 100 $ 79,394 $ 583,598 $ - Note 5
Limited sales of test
equipment
TRI Electronic Manufacture and 75,337 2 58,200 - - 58,200 9,408 100 9,408 84,143 - Note 5
(Suzhou) sales of test
Limited equipment
TRI Electronic Import and export 113,490 2 113,490 - - 113,490 ( 551) 100 ( 551) 70,506 - Note5
(Shanghai) of equipment,
Limited consulting and
after-sale
maintenance
service of
equipment
Accumulated Investment amount
amount of approved by the  Ceiling on investments
remittance from Investment in Mainland China
Taiwan to Commission of the imposed by the
Mainland China as Ministry of Investment
of September 30,  Economic Affairs Commission of
Company name 2020 (Note 3) (MOEA) (Note 3) MOEA (Note 4)
Test Research, Inc. $ 193,515 $ 276,688 $ 3,329,723

Note 1: Investment methods are classified into the following three categories:
(1) Directly invest in a company in Mainland China.
(2) Through investing in an existing company in the third area, which then invested in the investee in Mainland China. (Reinvested through TRI INVESTMENTS LIMITED)
(3) Others.
Note 2: In the ‘Investment income (loss) recognised by the Company for the nine months ended September 30, 2020’ column:
(1) It should be indicated if the investee was still in the incorporation arrangements and had not yet any profit during this period.
(2) Indicate the basis for investment income (loss) recognition in the number of one of the following three categories:
A. The financial statements were audited and attested by international accounting firm which has cooperative relationship with accounting firm in R.O.C.
B. The financial statements were audited and attested by R.O.C. parent company’s CPA.
C. It was recognised based on the unreviewed self-prepared financial statements provided by the investee.
Note 3: The amount was originally denominated in USD and was translated to NTD at the exchange rate (1:29.10) prevailing at the balance sheet date.
Note 4: The highest of $80,000, 60% of the stockholder's equity and 60% of consolidated net assets.
Note 5: Including net changes of realised and unrealised profit from sales.
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Table 7

Test Research, Inc. and Subsidiaries
Major shareholders information
September 30, 2020

Name of major shareholders

Shares

Number of shares held

Ownership (%)

Chieh-Yuan, Chen

37,889,235

16.04%
Mei-Hsing, Yeh 17,338,054 7.33%
Der-Hsin Investment Co., Ltd. 13,464,174 5.69%

Note 1: The major shareholders information was derived from the data that the Company issued common shares (including treasury shares) and preference shares in dematerialised form
which were registered and held by the shareholders above 5% on the last operating date of each quarter and was calculated by Taiwan Depository & Clearing Corporation.
The share capital reflected in the financial statements may be different from the actual number of shares in dematerialised form due to the difference in the calculation basis.

Note 2: If the aforementioned data contains shares which were held in trust by the shareholders, the data is disclosed as a separate account of the client which was set by the trustee.

As for the shareholder who reports share equity as an insider whose shareholding ratio is greater than 10%, in accordance with the Securities and Exchange Act, the shareholding

ratio includes the self-owned shares and shares held in trust, and at the same time, the shareholder has the power to decide how to allocate the trust assets. For the information on
reported share equity of insider, please refer to the Market Observation Post System.
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