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K LASER TECHNOLOGY INC.

Meeting Procedure

Time of Meeting : May 28, 2020(Thursday) at 9:00 am

Location of Meeting : GIS HSP Convention Center
Bach, 4F, No.1, Gongye E. 2nd Rd., East Dist.,
Hsinchu City 300, Taiwan(R.O.C.)

1. Meeting Commencement Announced
2. Chairman’s Address

3. Report Items

4. Ratification ltems

5. Discussion and Election Items

6. Extraordinary Motions

7. Adjournment
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K LASER TECHNOLOGY INC.

Notice of 2020 Annual General Shareholders’ Meeting

Time of Meeting - May 28, 2020(Thursday) at 9:00 am
Location of Meeting : GIS HSP Convention Center

Bach, 4F, No.1, Gongye E. 2nd Rd., East Dist.,
Hsinchu City 300, Taiwan(R.O.C.)

AGENDA

1. Chairman to announce the commencement of meeting.

2. Report Items
(1) 2019 Business Report.
(2) Audit Committee Audited Report on 2019 Financial Statements.
(3) To report the execution status of treasure stocks in 2019.

3. Ratification Items
(1) 2019 Operating Report and Financial Statements.
(2) 2019 Deficit compensated.

4. Discussion and Election Items
(1) The amendments of Memorandum and Articles of the Company.
(2) The amendments of Rules of Procedure for Shareholders Meetings.
(3) Election of Directors (including three Independent Directors).

(4) Release of limitation on competitive businesses of newly elected Directors and their
representatives.

5. Extraordinary Motions

6. Adjournment



Report Iltems

Item 1: 2019 Business Report

Description: Please refer to Attachment 1 (pages 6) for the Business Report.

Item 2: Audit Committee Audited Report on 2019 Financial Statements.

Description: Please refer to Attachment 2 (pages 8) for Audit Committee's Review Report.

Item 3: To report the execution status of treasure stocks in 2019.

Description:

As of now, please refer to the table below for the resolution and implementation of
buying back the company’s shares, and the board of directors amended the method
for transferring employees of treasury Please refer to Attachment 3 (pages 9-10)
through Attachment 4 (pages 11-12) for the 2017 The Regulations of Treasury Stock
Transferring Employees and 2019 The Regulations of Treasury Stock Transferring

Employees.

E ted Actual
Xpecie Buy-back . Buy-back cua Total amount of |Average cost
Item Purpose of buy-back shares of Price range ) Shares of
method period buy-back of buy-back
buy-back buy-back
Treasure stocks 5000 | PWPAK | \1610.68~ | 2017/8/11~ 5,000
’ f : ’ NT$78,020,508. NT$15.6
24th transferred to staff thousand orm apen NT$22.83 | 2017/10/6 thousand $ $
market
Description: Complete Treasury stock transferred to staff in 2019.
Maintain th ' Buy-back
cr:::lr;taal:d :hZfer:zElyrz . fo:r)r: ann NT$9.73~ | 2018/7/17~ 6,000 NT$88,356,492. | NT$14.73
25th ) thousand P NT$22.51 | 2018/09/14 thousand AL '
equity market
Description: Complete retirement of treasury share in December 3,2018.
Buy-back
Treasure stocks 6,000 NT$8.65~ [2018/11/12~ 6,000
form open NT$79,418,677.| NT$13.24
26th transferred to staff thousand NT$18.78 | 2019/01/11 thousand
market
Description: Transferred 2,905 thousand shares to staff of in March 31, 2020.
Buy-back
Treasure stocks 6,000 NT$9.10~ |2020/03/16~ 4,165
form open NT$50,997,930.| NT$12.28
o7th transferred to staff thousand market NT$24.31 | 2020/05/15 thousand

Market Observation Post

System.

Description: The 27th Treasure stocks transferred to staff is scheduled for a buyback period of 109/3/16 ~ 109/5/15, please refer to




Ratification Items
Items 1: The 2019 Business Report and Financial Statements.
(Proposed by the Board of Directors)
Description:
1. The 2019 Business Report and Financial Statements have been approved by the Board
of Directors.
2. Please refer to Attachment 5 (pages 13-25) through Attachment 6 (pages 26-37) for the

documents mentioned above.

Resolution:

Items 2: The 2019 Deficit compensated (Proposed by the Board of Directors)
Description:

1. The company’s 2019 Earnings Allocation Table have been approved by the Board of
Directors.

2. Please refer to Attachment 7 (pages 38) for the documents mentioned above.

Resolution:

Discussion and Election Iltems

Items 1: To Revise the Articles of Incorporation.
(Proposed by the Board of Directors)

Description: In accordance with the company's practical needs, it is proposed to amend
the Articles of Association. Please refer to Attachment 8 (pages 39)

Items 2 : The amendments of Rules of Procedure for Shareholders Meetings.
(Proposed by the Board of Directors)

Description: In accordance with the company's practical needs, it is proposed to amend
the Rules of Procedure for Shareholders Meetings. Please refer to
Attachments 9(page 40-49).



Items 3 : Election of Directors (including three Independent Directors).
(Proposed by the Board of Directors)

Description:

1. In accordance with the Articles 19 of Association of the Company, "Directors (including
independent directors) shall be nominated for the election of candidates", 7 members of
the 12th director of the Company (including the Independent Director 3 nomination
system) shall be elected. The term of office of the new directors shall be from May 28,
2020 to May 27, 2023 , for a term of three years.

2. To review the list of candidates for directors ( including independent directors ) via the
Board of Directors, please refer to Attachments 10 (page 49-50).

Items 4 : Release of limitation on competitive businesses of newly elected Directors

and their representatives.
(Proposed by the Board of Directors)

Description:

1. In accordance with Article 209 of the Company Law, the directors shall, for themselves
or others, act as an important part of their conduct and shall obtain permission from the
shareholders' meeting.

2. To consider the new directors and their representatives or have to invest or operate
with the company's business projects in line with or similar to the company and the
directors or managers of the behavior, will produce doubts of competition; the directors
and their representatives are prohibited from competition. Please refer to Attachments
11 (page 51).

Extraordinary Motions

Adjournment



Attachments 1 Business Report

To Shareholders
Summary

The consolidated sales of K Laser Group in 2019 was 5.2 billion NT dollars which was
about the same as previous year. The annual gross profit margin was 22.5%, and the
operating profit was 31 million NT dollars. Compared to 2018, the annual gross profit
margin of 2019 rose 1.6% but the operating profit decreased by 82%. Net loss of 2019 was
119.84 million NT dollars, resulting in 0.79 losses per share.

Despite the fact that the total revenue of 2019 was at the same level as 2018, the
hologram business had actually made 3.4% more sales revenues and 9.7% more gross
profit over previous year, thanks to increasing sales of high-margin products and successful
customer acquisition. However, the 170 million NT dollars write-off of AR and inventory
valuation losses from Everest Display had greatly impaired the consolidated operating profit.
In addition, we had recognized 100 million NT dollars investment loss from Everest Display
and finally the bottom line became negative.

Technology Development

Over the years, we have kept on improving our true-seamless process to reduce the cost
of standard products. We have also facilitated the following steps to drive customer
stickiness, and ultimately elevate our overall profit margin.

1. We have dedicated ourselves to improve our design and origination capabilities. By
altering design, production process, and materials, we have created various unique
products with security functions for customers to achieve desired outcome.

2. We have directed our research and development efforts in response to downstream
operations to create products that are eco-friendly, resistant to high temperature
and humidity, and have high abrasion and folding endurance.

3. We have invested in advanced origination equipment and looked into incorporating more
security technologies to ensure our competitiveness in the security label market.

Our Strategy and Global Situation

There are several market trends that are leading the development of products. First of all,
to reduce plastic waste by means of reuse and recycling, and to encourage uses of
sustainable materials are established policies in many countries and have been stipulated
in the EU Directive. As a result, one of our priorities is to develop environment-friendly
materials to deliver products that enable our customers to make eco-friendly product
packaging. Secondly, digital printing is making short and variable runs possible, and
therefore offering commercial packaging and printed matter chances of customization. To
that end, building professional and remarkable design capability and offering fast service
will help us stand out in competition. Thirdly, security label users are no longer satisfied with
single effect, and are looking for more complicated products that merge multiple security
features. The change of appetite in security labels is not only a challenge but at the same
time a great opportunity for us to demonstrate our ability to develop and integrate
technologies.

In terms of global situation, the COVID-19 pandemic has greatly impacted us on every
front from disrupting global supply chains and business activities to dramatically decreasing
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consumption. Even though governments have implemented economic relief plans to
support individuals and businesses, we believe that all business activities will not go back to
their original level until a vaccine and treatment are ready. To top that off, the collapse of oll
prices and oil demand is adding noises to the financial market and stress to liquidity. We are
very concerned that continuing virus infections and oil market turmoil will push up the
unemployment rates worldwide and start wider chain reactions across the broader economy.
In response to those problems, we have started a cost reduction plan and A/R and
inventory control plans to reduce potential risks. No matter how the environment changes,
we always remind ourselves to focus on the core business and strengthen our
competitiveness to provide value to shareholders.

Finally, we would like to express our gratitude to our shareholders for your supports and
our employees for their efforts. We will keep the great spirit of teamwork and continue to
lead K Laser successfully in the future.

Sincerely,

Kuo Wei-Wu Hung Ya-Ching

Chairman & General Manager Accounting Supervisor



Attachments 2

Audit Report by Audit Committee

The Board of Directors have prepared and submitted to us the Company’s
2019 Business Report, Financial Statements, and proposal for allocating profit.
The CPAs of Deloitte & Touche were retained to audit the Financial
Statements and have submitted a report relating there too. The above
Business Report, and Financial Statements and proposal have been further
examined as being correct and accurate by the undersigned, the Audit
Committee of the Company. According to the Article14 of the Securities
Exchange Act and Article 219 of the Company Law, we hereby submit this
report.

K Laser Technology Inc.

Audit Committee Convener :

Gen-Sen Chang-Hsieh

March 30,2020



Attachments 3

Article 1

Article 2 :

Article 3 :

Article 4 :

Article 5 :

Article 6 :

K LASER TECHNOLOGY INC.
2017 The Regulations of Treasury Stock

Transferring Employees
The Date for the Board of Directors Approved: 2019/8/14

: The company in order to encourages employees, According to Section 1 of

Paragraph 1 of Article 28-2 of the Securities and Exchange Act, and
Regulations Governing Share Repurchase by Exchange-Listed and OTC-Listed
Companies which issued by Financial Supervisory Commission, The share
repurchase (Treasury stocks) approved by the second meeting of the 11™ Term
of Board of Directors On August 9, 2017 , and updated The Regulations of
Treasury Stock Transferring Employees approved by the first extraordinary
meeting of the 11" Term of Board of Directors on December 04, 2017. Except
as otherwise provided by law and regulation, the Regulations of Treasury Stock
Transferring Employees shall be conducted in this regulations.

The employees referred to in these Measures, Except as the employees of the
company, also include domestic and foreign subsidiaries of the company that
directly and indirectly hold more than 50% of the shares.

The 2017 treasury shares transfer to employees are common shares, except as
otherwise provided by law and the regulation of the company, the rights and
obligations are the same as issued shares.

The deadline of the treasury stock transfer to employees is three years from the
first date of buyback, which could be transferred once or fractional transfer.
Employee subscription payment period and related matters of every process
authorize the Board of Directors to make decision.

Full-time employees who have been employed over one year and are still working
on the base date for subscription of shares or employees with future
contribution to the company who are approved by the Board of Directors will
have the right to subscribe for treasury shares. Except for employees of the
company, consultants, part-time worker, and leave without pay have no
subscription rights

The amount of treasury shares that employees can subscribe is calculated on
their contributions and future development..., the instructions are as below:

(1) After evaluation of heads in charge of the department and approved by the
GM and chairman.

(2) Relevant matters such as the base date for subscription and allotment of

shares for each transfer operation and the subscription payment period shall
be approved in accordance with relevant regulations.
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(3) If the employee does not subscribe for the payment after due date, it shall be
deemed to abstain, The insufficient balance can be subscribed by the
chairman in consultation with other employees.

Article 7 : The procedure of transfer of treasury shares are as below:

(1) According to the resolution of the board of directors, announce, declare and
buy back the shares of the company within the execution period.

(2) According to 2017 The Regulations of Treasury Stock Transferring
Employees, The Board of Directors announces the employee's stock
subscription base date, subscription quantity standard, subscription
payment period, rights and restrictions, etc.

(3) Calculate the number of shares actually subscribed for payment and register
for transfer of shares.

Article 8 : The price of the treasury stocks transferred to the employees is the average cost
of the actual repurchase added to the cost of capital (Quarterly Reserve Rate
Index 1.089% of Taiwan Bank, simple interest), and if the issued shares of the
company increased before the treasury stock transfer to employee, it may be
adjusted according to the increase rate of issued shares.

Note 1 : The transfer price is calculated to NTD, rounded up to the following

Note 2 : The total number of common shares is subject to the total number of
issued shares changed by the Ministry of Economic Affairs

Article 9 : After the treasury shares are transferred to employees and the transfer
reqgistration is completed, the rights and obligations are the same as the
common shares except otherwise specified.

Article 10 : The tax of the treasury stock transferred to the employees should be paid before
the transfer process.

Article 11 : The company's transfer the treasury stocks to the employees should be fully
transferred within three years from the first date of purchase, the overdue
untransformed shares shall be unissued shares of the company, and the
change of shares shall be registered according to law.

Article 12 : This Regulations, and any amendments hereto, shall be implemented after
approval by the Board of Director.

Article 13 : This Regulations, and any amendments hereto, shall be reported to
shareholders meeting.

Article 14 : Miscellaneous
This Regulations is scheduled for 2017/12/4
First revised on 2018/3/15
The second revision is 2019/8/14
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Attachments 4

Article 1 :

Article 2 :

Article 3 :

Article 4 :

Article 5 :

Article 6 :

K LASER TECHNOLOGY INC.
2019 The Regulations of Treasury Stock

Transferring Employees
The Date for the Board of Directors Approved:2019/12/17

The company in order to encourages employees, According to Section 1 of
Paragraph 1 of Article 28-2 of the Securities and Exchange Act, and
Regulations Governing Share Repurchase by Exchange-Listed and
OTC-Listed Companies which issued by Financial Supervisory Commission,
The share repurchase (Treasury stocks) approved by the 9" meeting of the
11th Term of Board of Directors On November 9, 2018. Except as otherwise
provided by law and regulation, the Regulations of Treasury Stock Transferring
Employees shall be conducted in this regulations.

The employees referred to in these Measures, Except as the employees of the
company, also include domestic and foreign subsidiaries of the company that
directly and indirectly hold more than 50% of the shares.

The 2017 treasury shares transfer to employees are common shares, except as
otherwise provided by law and the regulation of the company, the rights and
obligations are the same as issued shares.

The deadline of the treasury stock transfer to employees is three years from the
first date of buyback, which could be transferred once or fractional transfer.
Employee subscription payment period and related matters of every process
authorize the Board of Directors to make decision.

Full-time employees who have been employed over one year and are still working
on the base date for subscription of shares or employees with future contribution
to the company who are approved by the Board of Directors will have the right to
subscribe for treasury shares. Except for employees of the company,
consultants, part-time worker, and leave without pay have no subscription rights

The amount of treasury shares that employees can subscribe is calculated on
their contributions and future development..., the instructions are as below:

(1) After evaluation of heads in charge of the department and approved by the
GM and chairman.

(2) Relevant matters such as the base date for subscription and allotment of
shares for each transfer operation and the subscription payment period shall
be approved in accordance with relevant regulations.

(3) If the employee does not subscribe for the payment after due date, it shall be
deemed to abstain, The insufficient balance can be subscribed by the
chairman in consultation with other employees.
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Article 7 : The procedure of transfer of treasury shares are as below:

(1) According to the resolution of the board of directors, announce, declare and
buy back the shares of the company within the execution period.

(2) According to 2017 The Regulations of Treasury Stock Transferring
Employees, The Board of Directors announces the employee's stock
subscription base date, subscription quantity standard, subscription payment
period, rights and restrictions, etc.

(3) Calculate the number of shares actually subscribed for payment and register
for transfer of shares.

Article 8 : The price of the treasury stocks transfer to the employees is 89%of the price in
the business day before the day when the board of directors approve the price, if
the price is lower than the average cost of the treasury shares, then the price of
treasury stocks transfer to the employees is changed to the average cost of the
treasury shares, and if the issued shares of the company increased before the
treasury stock transfer to employee, it may be adjusted according to the increase
rate of issued shares.

Note 1 : The transfer price is calculated to NTD, rounded up to the following
Article 9 : After the treasury shares are transferred to employees and the transfer
registration is completed, the rights and obligations are the same as the

common shares except otherwise specified.

Article 10: The tax of the treasury stock transferred to the employees should be paid before
the transfer process.

Article 11 : The company's transfer the treasury stocks to the employees should be fully
transferred within three years from the first date of purchase, the overdue
untransformed shares shall be unissued shares of the company, and the
change of shares shall be registered according to law.

Article 12 : This Regulations, and any amendments hereto, shall be implemented after
approval by the Board of Director.

Article 13 : This Regulations, and any amendments hereto, shall be reported to
shareholders meeting.

Article 14 : Miscellaneous
This Regulations is scheduled for 2018/11/9

First revised on 2019/12/17
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Attachments 5
INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders K Laser Technology Inc.
Opinion

We have audited the accompanying consolidated financial statements of K Laser
Technology Inc. (the “Company”) and its subsidiaries (collectively referred to as the
“Group”), which comprise the consolidated balance sheets as of December 31, 2019 and
2018, 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.

In our opinion, based on our audits and the report of other auditors (refer to the other matter
paragraph), 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, 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 audit of the consolidated financial statements for the year ended
December 31, 2019 in accordance with the Regulations Governing Auditing and Attestation
of Financial Statements by Certified Public Accountants, Rule No. 1090360805 issued by
the Financial Supervisory Commission of the Republic of China on February 25, 2020, and
auditing standards generally accepted in the Republic of China. We conducted our audit of
the consolidated financial statements for the year ended December 31, 2018 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.

Key audit matter of the Group’s consolidated financial statements for the year ended December
31, 2019 is stated as follows:

Recognition of Sales Revenue

The sales revenue of the Group is mainly generated from the manufacture of laser films,
anti-counterfeit labels, precision optical components and optical instruments, etc., in which
13



the major source of sales revenue comes from various regions in mainland China. Since the
occurrence and timing of revenue recognition are significant to the consolidated financial
statements, the validity of sales revenue from major trading partners within specific regions
in mainland China was identified as a key audit matter for the year ended December 31,
2019. Refer to Note 4 to the consolidated financial statements for the details on accounting
policies related to revenue recognition.

Our key audit procedures performed in respect of the recognition of sales revenue were as
follows:

1. We understood the internal control procedures, confirmed and assessed the
effectiveness of internal controls related to sales transactions.

2. We sampled the Group’s major customers in mainland China, reviewed their external
shipping documents, export declaration forms and verified that the counterparties were
consistent with sales, and assessed the reasonableness of revenue recognition.

Other Matter

We did not audit the financial statements of some subsidiaries included in the consolidated
financial statements of the Group, but such statements were instead audited by other
auditors. Our opinion, insofar as it relates to the amounts included for some subsidiaries, is
based solely on the report of other auditors. As of December 31, 2019 and 2018, the total
assets of the aforementioned subsidiaries amounted to NT$223,410 thousand and
NT$259,350 thousand, respectively, which accounted for 3.29% and 3.92% of the
consolidated total assets, respectively. For the years ended December 31, 2019 and 2018,
the net operating revenue of these subsidiaries were NT$323,629 thousand and
NT$317,320 thousand, respectively, which accounted for 6.22% and 6.10% of the
consolidated net operating revenue, respectively.

The financial statements of some investee companies accounted for using the equity
method were audited by other auditors. The amounts within the consolidated financial
statements for those investee companies were based solely on the reports of other auditors.
As of December 31, 2019 and 2018, the aforementioned investments accounted for using
the equity method were NT$110,335 thousand and NT$105,274 thousand, respectively,
which accounted for 1.62% and 1.59% of the consolidated total assets, respectively. For the
years ended December 31, 2019 and 2018, the amounts of investment gain and loss
recognized by the aforementioned investee companies and accounted for using the equity
method were a loss of NT$9,460 thousand and a gain of NT$8,016 thousand, respectively,
which accounted for (8.20)% and 9.21% of the consolidated net profit (loss) before tax,
respectively. Refer to Note 34 to the consolidated financial statements for relevant
information on the above investee companies which we have not audited but were audited
by other auditors.

We have also audited the parent company only financial statements of K Laser Technology
Inc. as of and for the years ended December 31, 2019 and 2018 on which we have issued
an unqualified opinion with other matter paragraph.

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 IFRS, IAS, IFRIC, and 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
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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 the audit committee, are responsible for
overseeing the Group’s financial reporting process.

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

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

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
Wen-Yea Shyu and Yi-Min Huang.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 30, 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 Chinese-language independent auditors’ report and consolidated
financial statements shall prevail.
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K LASER TECHNOLOGY INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars)

Other equity

2019 2018
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6) $ 1,588,179 23 $ 1,237,725 19
Financial assets at fair value through profit or loss - current (Notes 4 and 7) 201,777 3 85,324 1
Notes receivable (Notes 4 and 8) 105,839 2 40,335 -
Trade receivables (Notes 4 and 8) 910,058 13 1,178,766 18
Trade receivables from related parties (Notes 4, 8 and 30) 473,652 7 524,534 8
Other receivables (Note 30) 36,358 1 65,973 1
Deferred income tax assets (Notes 4 and 24) 11,512 - 7,267 -
Inventories (Notes 4 and 9) 914,826 14 979,537 15
Prepayments for leases - current (Notes 4 and 18) - - 410 -
Other current assets (Notes 6 and 19) 162,723 2 206,378 3
Total current assets 4,404,924 65 4,326,249 65
NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income - non-current (Notes
4 and10) 102,466 1 126,379 2
Investments accounted for using the equity method (Notes 4 and 12) 600,010 9 742,554 11
Property, plant and equipment (Notes 4 and 13) 1,189,677 18 1,246,743 19
Right-of-use assets (Notes 4 and 14) 249,659 4 - -
Investment properties, net (Notes 4 and 15) - - 51,537
Goodwill (Notes 4, 16 and 27) 85,752 1 - -
Other intangible assets (Notes 4 and 17) 48,465 1 6,917 -
Deferred tax assets (Notes 4 and 24) 27,887 - 29,869 1
Long-term prepayments for lease (Notes 4 and 18) - - 19,363 -
Other non-current assets (Notes 6 and 19) 77,624 1 60,546 1
Total non-current assets 2,381,540 35 2,283,908 35
TOTAL $ 6,786,464 100 $ 6,610,157 100
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term borrowings (Note 20) $ 801,147 12 $§ 911,153 14
Short-term notes and bills payable (Note 20) 169,943 3 99,960 2
Notes payable 158,715 2 228,762 3
Trade payables 442,698 7 481,826 7
Trade payables to related parties (Note 30) 48,468 1 44,743 1
Other payables (Note 30) 379,677 6 338,252 5
Current tax liabilities (Notes 4 and 20) 22,463 - 20,911 -
Lease liabilities - current (Notes 4 and 14) 38,882 - - -
Current portion of long-term liabilities (Note 20) 10,000 - 64,000 1
Other current liabilities 70,297 1 33,968 1
Total current liabilities 2,142,290 32 2,223,575 34
NON-CURRENT LIABILITIES
Long-term borrowings (Note 20) 1,180,000 17 976,000 15
Lease liabilities - non-current (Notes 4 and 14) 195,155 3 - -
Net defined benefit liabilities - non-current (Notes 4 and 21) 25,498 - 22,362 -
Total non-current liabilities 1,400,653 20 998,362 15
Total liabilities 3,542,943 52 3,221,937 49
EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY (Note 22)
Share capital
Ordinary shares 1,593,246 23 1,593,246 24
Capital reserve 551,531 8 529,962 8
Retained earnings
Legal reserve 213,042 3 206,459 3
Special reserve 201,090 3 162,918 3
Unappropriated earnings 255,807 4 488,494 7
Total retained earnings 669,939 10 857,871 13

(278,472) (4)
(33,033) -
(311,505) 4)
(102,122) (2)

(195,571)  (3)
(5,574) -
(201,145) __(3)
(93,118) _ (1)

Exchange differences on translation of foreign financial statements
Unrealized gain on financial assets at fair value through other comprehensive income
Total other equity
Treasury shares

Total equity attributable to owners of the Company 2,401,089 35 2,686,816 41

(Continued)

17



K LASER TECHNOLOGY INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars)

NON-CONTROLLING INTERESTS
Total equity

TOTAL

2019 2018
Amount % Amount %
842,432 13 701,404 10
3,243,521 48 3,388,220 51
$ 6,786,464 100 $ 6,610,157 100

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

(With Deloitte & Touche auditors’ report dated March 30, 2020)
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K LASER TECHNOLOGY INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME FOR THE YEARS ENDED DECEMBER 31,
2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

OPERATING REVENUE (Note 30)
OPERATING COSTS (Notes 9 and 30)
GROSS PROFIT

OPERATING EXPENSES (Notes 8 and 30)
Selling and marketing
General and administrative
Research and development
Expected credit loss (gain)

Total operating expenses
PROFIT FROM OPERATIONS

NON-OPERATING INCOME AND EXPENSES

Share of profit or loss of associates
accounted for using the equity method
(Note 12)

Interest income (Note 30)

Dividend income

Other income (Note 30)

Gain (loss) on disposal of property, plant and
equipment

(Loss) gain on foreign exchange

Gain on financial assets at fair value through
profit or loss

Interest expense

Miscellaneous expense

Gain on disposal of investment (Note 12)

Impairment loss

Total non-operating income and expenses

(LOSS) PROFIT BEFORE INCOME TAX FROM
CONTINUING OPERATIONS

INCOME TAX EXPENSE (Notes 4 and 24)

NET (LOSS) PROFIT FROM CONTINUING
OPERATIONS

19

2019 2018
Amount % Amount %
$ 5,199,022 100 $ 5,202,250 100
4,014,862 77 4,108,357 79
1,184,160 23 1,093,893 21
317,144 6 326,757 6
406,136 8 361,759 7
248,527 5 253,905 5
181,335 3 (21,377) -
1,153,142 22 921,044 18
31,018 1 172,849 3
(103,825) (2) (91,943) (2)
13,871 - 14,452 -
837 - 2,485 -
15,042 - 38,832 1
2,602 - (6,068) -
(11,795) - 47,705 1
880 - 821 -
(40,634) (1) (33,428) (1)
(68,147) (1) (78,535) (1)
49,298 1 19,829 -
(4,539) - - -
(146.,410) (3) (85,850) (2)
(115,392) (2) 86,999 1
(43,317) (1) (62,544) (1)
(158,709) (3) 24,455 -
(Continued)



K LASER TECHNOLOGY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME FOR THE YEARS ENDED DECEMBER 31,
2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount % Amount %

OTHER COMPREHENSIVE INCOME (LOSS)
(Note 22)
Items that will not be reclassified
subsequently to profit or loss:
Remeasurement of defined benefit plans (4,228) - (872) -
Unrealized loss on investments in
equity instruments at fair value
through  other comprehensive (24,763) - (61,275) (1)
income

Items that may be reclassified subsequently to

profit or loss:

Exchange differences on translating the

financial (88,238) __ (2) (18,446) -
statements of foreign operations

Share of other comprehensive loss of
subsidiaries, associates and joint ventures
accounted for using the equity method (768) - 2,351 -

Other comprehensive loss for the year, net
of income tax (117,997) (2) (78,242) (1)

TOTAL COMPREHENSIVE LOSS FOR THE YEAR $  (276,706) 5) $ (563,787) 1)

NET PROFIT (LOSS) ATTRIBUTABLE TO:

Owners of the Company $ (119,835) 2 $ 65,829 1
Non-controlling interests (38,874) (1) (41,374) (1)
$ (158,709) $ 24,455 -
3)

TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO:
Owners of the Company $ (234,732 4) $ 23,290 -
Non-controlling interests (41,974) (1) (77,077) (1)

$ (276,706) (5) $ (563,787) 1)

EARNINGS (LOSS) PER SHARE (Note 25)
From continuing operations

Basic $(0.79) $0.41
Diluted 0.41

The accompanying notes are an integral part of the consolidated financial statements.
(With Deloitte & Touche auditors’ report dated March 30, 2020) (Concluded)
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K LASER TECHNOLOGY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 2018

Effect of retrospective application of IFRS 9 BALANCE AT
JANUARY 1, 2018 AS RESTATED
Appropriation of 2017 earnings (Note 22)

Legal reserve

Cash dividends

Net profit (loss) for the year ended December 31, 2018

Other comprehensive loss for the year ended December 31,
2018 Buy-back of treasury shares (Note 22)
Cancelation of treasury shares (Note 22)

Changes in associates and joint ventures accounted for
using the equity method

Changes in percentage of ownership interests in
subsidiaries

Non-controlling interests
BALANCE AT DECEMBER 31, 2018

Appropriation of 2018 earnings (Note 22)
Legal reserve
Special reserve
Cash dividends

Net loss for the year ended December 31, 2019

Other comprehensive loss for the year ended December 31,
2019 Buy-back of treasury shares (Note 22)

Acquisition of the Company’s shares by subsidiaries as
treasury shares

Share-based payment transactions (Note 26)
Differences between equity purchase price and carrying

amount arising from actual acquisition or disposal of
subsidiaries

Equity Attributable to Shareholders of the Parent

Retained Earnings

Others

Unrealized

Exchange
Differences on
Translation of

Loss (Gain) on
Financial Assets
at Fair Value

d Share Capital Capital Surplus

$ 1,653,246 $ 548,370 $
1,653,246 548,370
(60,000) (18,496)
- 88
1,593,246 529,962
- 21,060
- 211

Legal Reserve

190,957

190,957
15,502

206,459

6,583

Special Reserve

162,918

162,918

162,918

38,226

21

(54)

Financial Through
Other
Unappropriate Statements of Comprehensive
Earnings Foreign Income Total
Operations

$ 561,320 $ (177,585) $ - (31,202)
- - 18,107 -

561,320 (177,585) 18,107 (31,202)
(15,502) - - -
(91,462) - - -
65,829 - - -
(872) (17,986) (23,681) -

- - - (150,185)
(9,773) - - 88,269
(21,046) - - -
488,494 (195,571) (5,574) (93,118)
(6,583) - - .
(38,226) - - -
(62,043) - - -
(119,835) - - -
(4,228) (82,979) (27,690) -

- - - (17,422)

- - - (22,785)
- - - 31,203
(177) 78 231 -

Non-controlling
Interests

804,567

21,493

826,060

(41,374)

(35,703)

(47,579)

701,404

(38,874)

(3,100)

(28,503)

Total Equity

$ 3,712,59
39,600

3,752,191

(91,462)
24,455

(78,242)
(150,185)

(21,046)
88

(47,579)

3,388,220

(62,043)
(158,709)

(117,997)
(17,422)

(51,288)
52,263

289

(Continued)



K LASER TECHNOLOGY INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars)

Equity Attributable to Shareholders of the Parent

Share Capital Capital Surplus

Changes in percentage of ownership interests in subsidiaries 298

$ 1,593,246 $ 551,531

Non-controlling interests

BALANCE AT DECEMBER 31, 2019

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

(With Deloitte & Touche auditors’ report dated March 30, 2020)

Retained Earnings

Others

Unappropriate

d Legal Reserve Special Reserve Earnings

(1595)

$ 213,042 $ 201,090 $ 255,807

22

Exchange
Differences on
Translation of

Financial

Statements of
Foreign
Operations

$ (278.472)

Unrealized
Loss (Gain) on
Financial Assets
at Fair Value
Through
Other
Comprehensive
Income

$ (33,033

Non-controlling
Total Interests

- 211,505

$ (102,122) $ 842432

Total Equity
(1,297)

211,505

$ 3,243,521

(Concluded)



K LASER TECHNOLOGY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) income before income tax $ (115392) § 86,999
Adjustments for:
Depreciation expense 230,257 198,469
Amortization expense 3,903 4,680
Expected credit impairment loss recognized (reversed) 181,335 (21,377)
Net (gain) on financial assets at fair value through profit or loss (880) (821)
Interest expense 40,634 33,428
Interest income (13,871) (14,452)
Dividend income (837) (2,485)
Share-based compensation expense 23,002 2,088
Share of (profit) loss of associates and joint ventures
accounted for using the equity method 103,825 91,943
Loss (gain) on disposal and write-down of property, plant and
equipment (2,602) 6,068
Gain on disposal of investment (49,298) (19,829)
Impairment loss recognized on non-financial assets 4,539 -
Loss on inventory valuation and obsolescence 27,886 27,898
Amortization of prepayments for leases - 418
Other income (5) -
Changes in operating assets and liabilities:
Notes receivable (65,450) 3,299
Trade receivables 239,889 (8,146)
Trade receivables from related parties (100,796) (49,711)
Other receivables 19,313 29,707
Inventories 50,017 (142,309)
Other current assets 50,809 8,988
Other non-current assets (3,635) (3,070)
Notes payable (70,047) 77,113
Notes payable to related parties - (15,291)
Trade payables (39,864) 95,677
Trade payables to related parties 3,725 (79,330)
Other payables 38,860 25,378
Other current liabilities (13,061) 13,437
Net defined benefit liabilities - non-current (1,092) 608
Cash generated from operations 541,245 349,377
Interest received 13,871 14,452
Interest paid (40,859) (33,530)
Income tax paid (43,945) (50,062)
Net cash generated from operating activities 470,312 280,237
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of financial assets at fair value through
other comprehensive income - (8,944)
(Continued)
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K LASER TECHNOLOGY INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
Acquisition of financial assets recognized initially at fair value
through profit or loss (878,342) (45,600)
Disposal of financial assets recognized initially at fair value
through profit or loss 759,139 88,825
Acquisition of long-term equity investment accounted for using the
equity method (76,906) (119,647)
Proceeds from disposal of long-term equity investment
accounted for using the equity method 8,375 42,217
Increase in prepayments for investment (21,375) -
Purchase of property, plant and equipment (120,937) (170,762)
Proceeds from disposal of property, plant and equipment 69,143 9,295
Increase in refundable deposits (8,644) (2,929)
Decrease in other receivables 8,944 -
Purchase of intangible assets (1,077) (2,665)
Cash inflow due to merger 142,360 -
Decrease (increase) in other financial assets 631 (7,536)
Dividends received 5,042 7,635
Net cash used in investing activities (113,647) (210,111)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in short-term borrowings (120,006) 137,249
Increase (decrease) in short-term notes and bills payable 70,000 (100,000)
Proceeds from long-term borrowings 920,000 610,000
Repayments of long-term borrowings (770,000) (652,893)
Dividends paid to owners of the Company (62,043) (91,462)
Payments for buy-back of treasury shares (17,422) (150,185)
Purchase of treasury shares by employees 81,141 -
Acquisition of interests in subsidiaries (9,084) (5,894)
Proceeds from sale of investments in subsidiaries 10,455 -
Change in non-controlling interests (17,781) (43,685)
Repayment of the principal portion of lease liabilities (40,939) -
Net cash generated from (used in) financing 44,321 (296,870)
activities
EFFECTS OF EXCHANGE RATE CHANGES ON THE BALANCE
OF CASH HELD IN FOREIGN CURRENCIES (50,532) (7,913)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 350,454 (234,657)
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF
THE YEAR 1,237,725 1,472,382

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR $ 1588179 $ 1,237,725
(Continued)
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K LASER TECHNOLOGY INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

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

(With Deloitte & Touche auditors’ report dated March 30, 2020) (Concluded)

(Continued)
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Attachments 6

INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
K Laser Technology Inc.

Opinion

We have audited the accompanying financial statements of K Laser Technology Inc. (the
“Company”), which comprise the balance sheets as of December 31, 2019 and 2018, 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.

In our opinion, based on our audits and the report of other auditors (refer to the other
matter paragraph), the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2019 and 2018, 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 audit of the financial statements for the year ended December 31, 2019
in accordance with the Regulations Governing Auditing and Attestation of Financial
Statements by Certified Public Accountants, Rule No. 1090360805 issued by the Financial
Supervisory Commission of the Republic of China on February 25, 2020, and auditing
standards generally accepted in the Republic of China. We conducted our audit of the
financial statements for the year ended December 31, 2018 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 matter of the Company’s financial statements for the year ended December 31,
2019 is stated as follows:

Recognition of Sales Revenue

The sales revenue of the Company is mainly generated from the manufacture of laser films,
anti-counterfeit labels, precision optical components and optical instruments, etc., which

has been affected by increasingly saturated market and competition within the industry. In
(Continued)
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addition to developing new products in recent years, acquiring new customers is also a key
operational strategy. To meet the demand for sales to customers in this year, inventories
are stored in overseas shipping warehouse whereby warehouse custodian is responsible
for the checking, acceptance and storage of inventories, as well as sending out shipment
information to the Company for verification. The Company recognized sales revenue
based on the shipment information provided by warehouse custodian; therefore, the
validity of sales revenue transactions recognized from overseas shipping warehouse and
timing of recognition was identified as a key audit matter for the year ended December 31,
2019. Refer to Note 4 to the financial statements for the details on accounting policies
related to revenue recognition.

Our key audit procedures performed in respect of the recognition of sales revenue were as
follows:

1. We understood the internal control procedures for the recognition of sales revenue
from overseas shipping warehouse, tested and assessed the effectiveness of related
internal controls.

2. We performed substantive tests of sales revenue transactions from overseas shipping
warehouse.

3. We confirmed the ending inventories of overseas shipping warehouse by letter.
Other Matter

The financial statements of some investee companies accounted for using the equity
method were audited by other auditors. The amounts within the financial statements for
those investee companies were based solely on the reports of other auditors. As of
December 31, 2019 and 2018, the aforementioned investments accounted for using the
equity method were NT$252,995 thousand and NT$246,267 thousand, respectively, which
accounted for 5.77% and 5.79% of the total assets, respectively. For the years ended
December 31, 2019 and 2018, the amounts of investment gain recognized by the
aforementioned investee companies and accounted for using the equity method were
NT$14,863 thousand and NT$17,103 thousand, respectively. Refer to Note 32 to the
financial statements for relevant information on the above investee companies which we
have not audited but were audited by other auditors.

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 the audit committee, are responsible for
overseeing the Company’s financial reporting process.
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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.

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
the 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
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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.

The engagement partners on the audit resulting in this independent auditors’ report are
Wen-Yea Shyu and Yi-Min Huang.

Deloitte & Touche
Taipei, Taiwan
Republic of China

March 30, 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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K LASER TECHNOLOGY INC.

BALANCE SHEETS
DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
ASSETS Amount % Amount %
CURRENT ASSETS
Cash and cash equivalents (Notes 4 and 6) $ 283,611 6 $ 114,526 3
Financial assets at fair value through profit or loss - current (Notes 4 and 7) 5,296 - 4,995 -
Notes receivable (Notes 4 and 8) 3,233 - 2,800 -
Trade receivables (Notes 4 and 8) 26,184 1 31,520 1
Trade receivables from related parties (Notes 4, 8 and 27) 82,343 2 88,587 2
Other receivables (Note 27) 13,444 - 9,503 -
Deferred income tax assets (Notes 4 and 22) 137 - - -
Inventories (Notes 4 and 9) 36,711 1 33,779 1
Other current assets (Note 16) 4,647 - 5,267 -
Total current assets 455,606 10 290,977 7
NON-CURRENT ASSETS
Financial assets at fair value through other comprehensive income - non-current (Notes
4 and 10) 36,681 1 67,028 2
Investments accounted for using the equity method (Notes 4 and 11) 3,559,130 81 3,601,293 85
Property, plant and equipment (Notes 4, 12 and 27) 159,873 4 199,166 5
Right-of-use assets (Notes 4 and 13) 79,680 2 - -
Investment properties, net (Notes 4 and 14) 49,908 1 51,552 1
Other intangible assets (Notes 4 and 15) 3,009 - 3,751 -
Deferred tax assets (Notes 4 and 22) 17,800 - 19,300 -
Other non-current assets (Notes 6 and 16) 22,440 1 21,971 -
Total non-current assets 3,928,521 90 3,964,061 93
TOTAL $ 4,384,127 100 $ 4,255,038 100
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Short-term borrowings (Note 17) $ 234,000 5 $§ 295,000 7
Short-term notes and bills payable (Note 17) 149,966 4 99,960 3
Trade payables 21,049 - 24,794 1
Trade payables to related parties (Note 27) 59,549 1 44 174 1
Other payables (Notes 18 and 27) 52,905 1 54,345 1
Current tax liabilities (Notes 4 and 22) - - 4,958 -
Lease liabilities - current (Notes 4 and 13) 6,227 - - -
Current portion of long-term liabilities (Note 17) - - 54,000 1
Other current liabilities 53,003 1 1,687 -
Total current liabilities 576,699 14 578,918 14
NON-CURRENT LIABILITIES
Long-term borrowings (Note 17) 1,120,000 25 966,000 23
Lease liabilities - non-current (Notes 4 and 13) 73,993 2 - -
Net defined benefit liabilities - non-current (Notes 4 and 19) 25,498 1 22,362 -
Investment loan accounted for under the equity method (Notes 4 and 11) 185,906 4 - -
Other non-current liabilities 942 - 942 -
Total non-current liabilities 1,406,339 31 989,304 23
Total liabilities 1,983,038 45 1,568,222 37
EQUITY (Note 20)
Share capital
Ordinary shares 1,593,246 36 1,593,246 37
Capital reserve 551,531 12 529,962 13
Retained earnings
Legal reserve 213,042 5 206,459 5
Special reserve 201,090 5 162,918 4
Unappropriated earnings 255,807 6 488,494 11
Total retained earnings 669,939 16 857,871 20
Other equity
Exchange differences on translation of foreign financial statements (278,472) (6) (195,571) (5)
Unrealized gain on financial assets at fair value through other comprehensive income (33,033) (1) (5,574) -
Total other equity (311,505) (7) (201,145) (5)
Treasury shares (102,122) (2) (93,118) (2)
(Continued)
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K LASER TECHNOLOGY INC.

BALANCE SHEETS
DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

2019 2018
Amount % Amount %
Total equity 2,401,089 55 2,686,816 63
TOTAL $ 4384127 100 $ 4,255,038 100
The accompanying notes are an integral part of the financial statements.
(With Deloitte & Touche auditors’ report dated March 30, 2020)
(Concluded)
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K LASER TECHNOLOGY INC.

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount % Amount %
OPERATING REVENUE (Notes 4 and 27) $ 650,286 100 617,703 100
OPERATING COSTS (Notes 9 and 27) 542,114 83 503,139 81
GROSS PROFIT 108,172 17 114,564 19
UNREALIZED LOSS ON SALES (13,622) (2) (13,202) -
REALIZED GAIN ON SALES 13,202 2 13,558 -
REALIZED GROSS PROFIT 107,752 17 114,920 19
OPERATING EXPENSES (Note 27)
Selling and marketing 38,427 6 28,076 5
General and administrative 79,938 12 57,716 9
Research and development 62,515 10 59,921 10
Total operating expenses 180,880 28 145,713 24
LOSS FROM OPERATIONS (73,128) _(11) (30,793) (5)
NON-OPERATING INCOME AND EXPENSES
Share of profit or loss of subsidiaries and
associates accounted for using the equity
method (Note 11) (105,154) (16) (56,520) 9
Interest income (Note 27) 2,618 - 1,080 -
Other income (Note 27) 53,245 8 51,936 8
(Loss) gain on disposal of property, plant and
equipment (157) - 309 -
(Loss) gain on foreign exchange (3,646) - 7,500 1
Gain (loss) on financial assets at fair value
through profit or loss 301 - (392) -
Interest expense (21,406) (3) (19,984) (3)
Miscellaneous expense (11,306) (2) (9,297) (1)
Gain on disposal of investment 45,383 7 16,916 3
Impairment loss (4,539) (1) - -
Total non-operating income and expenses (44.661) (7) 104,588 17
(LOSS) PROFIT BEFORE INCOME TAX FROM
CONTINUING OPERATIONS (117,789) (18) 73,795 12
INCOME TAX EXPENSE (Notes 4 and 22) (2,046) - (7.,966) (1)
(Continued)
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K LASER TECHNOLOGY INC.

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars, Except Earnings Per Share)

2019 2018
Amount % Amount %
NET (LOSS) PROFIT FROM CONTINUING
OPERATIONS (119,835) (18) 65,829 11

OTHER COMPREHENSIVE INCOME (LOSS)
(Note 22)
Items that will not be reclassified
subsequently to profit or loss:
Remeasurement of defined benefit plans (4,228) (1) (872) -
Unrealized loss on investments in equity
instruments at fair value through other
comprehensive income (27,690) 4) (23,681) 4)

Items that may be reclassified subsequently
to profit or loss:
Exchange differences on translating the
financial statements of foreign
operations (82,979) (13) (17,986) (3)

Other comprehensive loss for the year,
net of income tax (114,897) (18) (42,539) (7)

TOTAL COMPREHENSIVE LOSSFORTHE  §
YEAR (234,732) (36) $ 23,290

.

EARNINGS (LOSS) PER SHARE (Note 23)
From continuing operations

Basic $(0.79) $0.41
Diluted 0.41

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

(With Deloitte & Touche auditors’ report dated March 30, 2020)
(Concluded)
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K LASER TECHNOLOGY INC.

STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars)

BALANCE AT JANUARY 1, 2018
Effect of retrospective application of IFRS 9
BALANCE AT JANUARY 1, 2018 AS RESTATED
Appropriation of 2017 earnings (Note 20)

Legal reserve

Cash dividends
Net profit for the year ended December 31, 2018

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

Changes in associates and joint ventures accounted for using
the equity method

Changes in percentage of ownership interests in subsidiaries
Buy-back of treasury shares
Cancelation of treasury shares
BALANCE AT DECEMBER 31, 2018
Appropriation of 2018 earnings (Note 20)
Legal reserve
Special reserve
Cash dividends
Net profit for the year ended December 31, 2019

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

Buy-back of treasury shares (Note 20)

Capital
Share Capital Surplus
$ 1,653,246 $ 548,370
1,653,246 548,370
- 88
(60,000) (18,496)
1,593,246 529,962
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Others
Unrealized
Exchange Gain (Loss) on
Differences on Financial
Translating Assets at Fair
the Financial Value
Through Additional
Retained Earnings Statements of Other Paid-In Capital
Special Unappropriate Foreign Comprehensiv of Treasury
Legal Reserve Reserve d Earnings Operations e Income Shares Total Equity
$ 190,957 $ 162,918 $ 561,320 $ (177,585) § - % (31,202) $ 2,908,024
- - - - 18,107 - 18,107
190,957 162,918 561,320 (177,585) 18,107 (31,202) 2,926,131
15,502 - (15,502) - - -
- - (91,462) - - (91,462)
- - 65,829 - - 65,829
- - (872) (17,986) (23,681) - (42,539)
- - (21,046) - - - (21,046)
- - - - - 88
- - - - - (150,185) (150,185)
- - (9,773) - - 88,629 -
206,459 162,918 488,494 (195,571) (5,574) (93,118) 2,686,816
6,583 - (6,583) - - - -
- 38,226 (38,226) - - - -
- - (62,043) - - - (62,043)
- - (119,835) - - (119,835)
- - (4,228) (82,979) (27,690) - (114,897)
- - - - - (17,422) (17,422)



K LASER TECHNOLOGY INC.

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

Others
Unrealized
Exchange Gain (Loss) on
Differences on Financial
Translating  Assets at Fair

the Financial Value
Through Additional
Retained Earnings Statements of Other Paid-In Capital
Capital Special Unappropriate Foreign Comprehensiv  of Treasury
Share Capital Surplus Legal Reserve Reserve d Earnings Operations e Income Shares Total Equity
Acquisition of the Company’s shares by subsidiaries as treasury
shares (Note 20) $ - $ - $ - $ - $ - $ - $ - $ (22,785) $ (22,785)
Share-based payment transactions (Note 24) - 21,060 - - - - - 31,203 52,263
Differences between equity purchase price and carrying amount
arising from actual acquisition or disposal of subsidiaries - 211 - (54) 177) 78 231 - 289
Changes in percentage of ownership interests in subsidiaries - 298 - - (1,595) - - - (1,297)
BALANCE AT DECEMBER 31, 2019 $ 1593246 $ 551,531 $ 213,042 $ 201,090 $ 255807 $ (278.472) $ (33,033) $§ (102,122) $ (2.401,089)

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

(With Deloitte & Touche auditors’ report dated March 30, 2020)
(Concluded)
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K LASER TECHNOLOGY INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) income before income tax
Adjustments for:
Depreciation expense
Amortization expense
Expected credit impairment loss recognized
(Gain) loss on financial assets at fair value through profit or
loss
Interest expense
Interest income
Share-based compensation expense
Share of (profit) loss of subsidiaries and associates accounted
for using the equity method
Loss (gain) on disposal and write-down of property, plant and
equipment
Gain on disposal of investment
Impairment loss recognized on financial assets
Loss on inventory valuation and obsolescence
Unrealized gain on sales with subsidiaries, associates and
joint ventures
Realized gain on sales with subsidiaries, associates and joint
ventures
Changes in operating assets and liabilities:
Notes receivable
Trade receivables
Trade receivables from related parties
Other receivables
Inventories
Other current assets
Other non-current assets
Notes payable
Trade payables
Trade payables to related parties
Other payables
Other current liabilities
Net defined benefit liabilities - current
Cash generated from operations
Interest received
Interest paid
Income tax paid

Net cash generated from operating activities
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2019 2018
(117,789) $ 73,795
34,107 27,621
742 640
- (3,008)
(301) 392
21,406 19,984
(2,618) (1,080)
20,359 -
105,154 (56,520)
157 (309)
(45,383) (16,916)
4,539 -
- 3,344
13,622 13,202
(13,202) (13,558)
(433) 1,312
5,336 9,955
6,244 (48,651)
(4,019) 914
(2,932) (6,475)
620 (2,047)
(1,554) 633
- (97)
(3,745) 5,074
15,375 11,635
2,467 2,696
2,078 161
(1,092) 608
39,138 23,335
2,618 1,080
(19,886) (19,130)
(5,563) (8,057)
16,307 2,772
(Continued)



K LASER TECHNOLOGY INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In Thousands of New Taiwan Dollars)

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of long-term equity investment accounted for
using the equity method

Proceeds from disposal of long-term equity investment
accounted for using the equity method

Capital reduction by returning shares of investee
companies accounted for using the equity method

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment

Increase in refundable deposits

Purchase of intangible assets

Increase in other financial assets

Dividends received from subsidiaries and associates

Net cash generated from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase (decrease) in short-term borrowings

Increase (decrease) in short-term notes and bills payable

Proceeds from long-term borrowings

Repayments of long-term borrowings

Repayment of the principal portion of lease liabilities
Dividends paid

Payments for buy-back of treasury shares

Purchase of treasury shares by employees

Net cash generated from (used in) financing activities

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF

THE YEAR

CASH AND CASH EQUIVALENTS AT THE END OF THE
YEAR

2019 2018
$ (174,924) $ (116,643)
18,830 28,909
138,054 -
(8,620) (26,667)
13,479 624
(463) (5,991)

- (588)

- (5,000)
81,935 259,834
68,291 134,478
(61,000) 95,000
50,000 (100,000)
870,000 610,000
(770,000) (650,000)
(6,189) -
(62,043) (91,462)
(17,422) (150,185)
81,141 -
84,487 (286,647)
169,085 (154,941)
114,526 269,467
$ 283611 $ 114,526

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

(With Deloitte & Touche auditors’ report dated March 30, 2020)

(Concluded)
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Attachments 7

K LASER TECHNOLOGY INC.
2019 Earnings Allocation Table

Unit : NT$
Item Amount
Unappropriated retained earnings of prior years 381,641,715
Changes in eqwt.y of asspmates and joint ventures (1.771,958)
accounted for using equity method
Actuarial Gain(loss) is included in the retained earnings (4,228,288)
Equity at beginning of period after adjustments 375,641,469
2019 Net Loss (119,834,665)
Retained Earnings Available for Distribution as of
255,806,804
December 31, 2019
Allocation Items
Stock Dividends to Shareholders -
Cash Dividends to Shareholders -
Unappropriated Retained Earnings 255,806,804

Chairman: Kuo Wei-Wu Manager: Kuo Wei-Wu
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Attachments 8

K Laser Technology Inc.
Articles of Incorporation

Revision table

Revised amendment

Provisions before amendment

memo

Article 2:

The Company operates the following businesses:

1.Research, development, design, production,

manufacturing and sale of:
(1)HOLOGRAM.

2)LASER CD, OPTICAL DISK.

FLOPTICAL DISK.

EMBOSSING MACHINE.

ELECTROFORMING SYSTEM,

EQUIPMENT AND MATERIAL.
(6)EMBOSSING MATERIAL.
(7)ELECTRO-OPTICS APPARATUS AND
INSTRUMENT.
(8)PRECISION OPTICAL ELEMENT AND
COMPONENT.

(9)OPTICAL COATING.

(10)SMART CARD, SECURITY CARD AND
RELATED EQUIPMENT.

(11)ELECTRONIC PARTS AND
COMPONENTS MANUFACTURING

(12)RESTRAINED TELECOM RADIO
FREQUENCY EQUIPMENTS AND
MATERIALS MANUFACTURING

(13)PHOTOGRAPHIC AND OPTICAL
EQUIPMENT MANUFACTURING

(14)RESTRAINED TELECOM RADIO
FREQUENCY EQUIPMENTS AND
MATERIALS IMPORT

(15)SOFTWARD DESIGN SERVICES

(16)LCOS PROJECTION ENGINE

(17) PROJECTOR ~ SMART PROJECTOR -~
OPTICAL TOUCH MODULE

(18) DIGITAL WIRELESS PUBLIC ADDRESS

~— — — ~—

(

3
(4
(5

Article 2:
The Company operates the following businesses:
1.Research, development, production,
manufacturing and sale of:
(1)HOLOGRAM.
2)LASER CD, OPTICAL DISK.
FLOPTICAL DISK.
EMBOSSING MACHINE.
ELECTROFORMING SYSTEM,
EQUIPMENT AND MATERIAL.
(6)EMBOSSING MATERIAL.
(7)ELECTRO-OPTICS APPARATUS AND
INSTRUMENT.
(8)PRECISION OPTICAL ELEMENT AND
COMPONENT.
(9)OPTICAL COATING.
(10)SMART CARD, SECURITY CARD AND
RELATED EQUIPMENT.
2.lmport and export trading businesses in relation
to the products under the previous paragraph.

— — — ~—

(

3
(4
(5

SYSTEM
2.Import and export trading businesses in relation
to the products under the previous paragraph.

According to the
actual situation
of the company

Chapter Il Shares
Article 5.
The total amount of capital of the Company is
NT$2 Billion, divided into 200,000,000 shares,
at NT$10 per share. The board of directors is
authorized to issue the unissued shares several
times. Large-amount share certificates may
be issued as required by business. Among the
above total amount of capital, 20,000,000
shares, totaling NT$200 Million, shall be
reserved for issuance of warrants, special
shares with warrants attached or corporate
bonds with warrants attached.

Chapter Il Shares
Article 5.
The total amount of capital of the Company is
NT$3 Billion, divided into 300,000,000 shares, at
NT$10 per share. The board of directors is
authorized to issue the unissued shares several
times. Large-amount share certificates may be
issued as required by business. Among the
above total amount of capital, 20,000,000
shares, totaling NT$200 Million, shall be
reserved for issuance of warrants, special
shares with warrants attached or corporate
bonds with warrants attached.

According to the
actual situation
of the company

Chapter VII Miscellaneous
The 25th revision is 2019/5/31
The 26th revision is 2020/5/28

Chapter VII Miscellaneous
The 25th revision is 2019/5/31

Add revised date
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Attachments 9

K LASER TECHNOLOGY INC.
Rules of Procedure for Shareholders

Revision table

Revised amendment

Provisions before amendment

memo

Article 2 :
The Company shall specify in its
shareholders meeting notices the time
during which shareholder attendance
registrations will be accepted, the place to

register for attendance, and other matters
for attention.

The time during which shareholder
attendance registrations will be accepted,
as stated in the preceding paragraph, shall

be at least 30 minutes prior to the time the

meeting commences. The place at which
attendance registrations are accepted
shall be clearly marked and a sufficient
number of suitable personnel assigned to
handle the registrations.

Shareholders and their proxies
(collectively, "shareholders") shall attend
shareholders meetings based on
attendance cards, sign-in cards, or other
certificates of attendance. The Company

may not arbitrarily add requirements for
other documents beyond those showing
eligibility to attend presented by
shareholders. Solicitors soliciting proxy
forms shall also bring identification
documents for verification..

The Company shall furnish the attending

shareholders with an attendance book to

sign, or attending shareholders may hand
in a sign-in card in lieu of signing in.

The Company shall furnish attending
shareholders with the meeting agenda
book, annual report, attendance card,
speaker's slips, voting slips, and other
meeting materials. Where there is an
election of directors, pre-printed ballots
shall also be furnished..

For each shareholders meeting, a

shareholder may appoint a proxy to attend

the meeting by providing the proxy form

issued by the Company and stating the

scope of the proxy's authorization.

Article 2 :

The Company shall furnish the attending
shareholders with an attendance book to
sign, or attending shareholders may hand
in a sign-in card in lieu of signing in.

The number of shares in attendance shall
be calculated according to the shares
indicated by the attendance book and
sign-in cards handed in plus the number of
shares.

According to the
Sample Template for
XXX Co., Ltd. Rules
of Procedure for
Shareholders
Meetings from TWSE
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Revised amendment

Provisions before amendment

memo

A shareholder may issue only one proxy
form and appoint only one proxy for any
given shareholders meeting, and shall
deliver the proxy form to the Company
before 5 days before the date of the
shareholders meeting. When duplicate
proxy forms are delivered, the one
received earliest shall prevail unless a
declaration is made to cancel the previous
proxy appointment.

After a proxy form has been delivered to
the Company, if the shareholder intends to
attend the meeting in person or to exercise
voting rights by correspondence or
electronically, a written notice of proxy
cancellation _shall be submitted to the
Company before 2 business days before
the meeting date. If the cancellation notice
is submitted after that time, votes cast at
the meeting by the proxy shall prevail. -

Article 3 :
Attendance at shareholders meetings shall
be calculated based on numbers of
shares. The number of shares in
attendance shall be calculated according
to the shares indicated by the attendance
book and sign-in cards handed in plus the
number of shares -

With respect to resolutions of shareholders
meetings, the number of shares held by a
shareholder with no voting rights shall not
be calculated as part of the total number of
issued shares.

When a shareholder is an interested party
in relation to an agenda item, and there is
the likelihood that such a relationship
would prejudice the interests of the
Company, that shareholder may not vote
on that item, and may not exercise voting
rights as proxy for any other shareholder.

The number of shares for which voting
rights may not be exercised under the
preceding paragraph shall not be
calculated as part of the voting rights
represented by attending shareholders.

With the exception of a trust enterprise or
a shareholder services agent approved by
the competent securities authority, when
one person is concurrently appointed as
proxy by two or more shareholders, the
voting rights represented by that proxy
may not exceed 3 percent of the voting

| rights represented by the total number of

Article 3 :
Attendance at shareholders meetings shall
be calculated based on numbers of shares.
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Revised amendment

Provisions before amendment

memo

issued shares. If that percentage is
exceeded, the voting rights in excess of
that percentage shall not be included in
the calculation.

A shareholder shall be entitled to one vote

for each share held, except when the
shares are restricted shares or are
deemed non-voting shares under Article
179, paragraph 2 of the Company Act.

When the Company holds a
shareholders meeting, it may allow the
shareholders to exercise voting rights by
correspondence or electronic means (in
accordance with the proviso of Article
177-1 of the Company Act regarding
companies that shall adopt electronic
voting: When the Company holds a
shareholder meeting, it shall adopt
exercise of voting rights by electronic
means and may adopt exercise of voting
rights by correspondence). When voting
rights are exercised by correspondence or

electronic means, the method of exercise
shall be specified in the shareholders
meeting notice. A shareholder exercising
voting rights by correspondence or
electronic means will be deemed to have
attended the meeting in person, but to
have waived his/her rights with respect to
the extraordinary motions and
amendments to original proposals of that
meeting; it is therefore advisable .

A shareholder intending to exercise voting

rights by correspondence or electronic
means under the preceding paragraph
shall deliver a written declaration of intent
to the Company before 2 days before the
date of the shareholders meeting. When
duplicate declarations of intent are
delivered, the one received earliest shall
prevail, except when a declaration is made

to cancel the earlier declaration of intent. -

After a shareholder has exercised voting
rights by correspondence or electronic
means, in the event the shareholder
intends to attend the shareholders
meeting in person, a written declaration of

intent to retract the voting rights already
exercised under the preceding paragraph
shall be made known to the Company by
the same means by which the voting rights
were exercised, before 2 business days
before the date of the shareholders
meeting. If the notice of retraction is
|_submitted after that time, the voting rights
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Revised amendment

Provisions before amendment

memo

already exercised by correspondence or
electronic means shall prevail. When a
shareholder has exercised voting rights
both by correspondence or electronic
means and by appointing a proxy to attend
a shareholders meeting, the voting rights
exercised by the proxy in the meeting shall

prevail.

Vote counting for shareholders meeting
proposals or _elections shall be conducted
in public at the place of the shareholders
meeting. Immediately after vote counting
has been completed, the results of the
voting, including the statistical tallies of the
numbers of votes, shall be announced
on-site at the meeting, and a record made
of the vote.

Article 4 :
The venue for a shareholders meeting
shall be the premises of the Company, or
a place easily accessible to shareholders
and suitable for a shareholders meeting.
The meeting may begin no earlier than 9
a.m. and no later than 3 p.m._ Full
consideration shall be given to the
opinions of the independent directors with
respect to the place and time of the

meeting.

Article 4 :
The venue for a shareholders meeting shall
be the premises of the Company, or a
place easily accessible to shareholders
and suitable for a shareholders meeting.
The meeting may begin no earlier than 9
a.m. and no later than 3 p.m.

Article 5 :
Unless otherwise provided by law or
requlation, the Company's shareholders
meetings shall be convened by the board
of directors.

If a shareholders meeting is convened by
the board of directors, the meeting shall be
chaired by the chairperson of the board.
When the chairperson of the board is on
leave or for any reason unable to exercise
the powers of the chairperson, the
chairperson shall appoint one of the
directors to act as chair , Where the
chairperson does not make such a
designation, the directors shall select from
among themselves one person to serve as
chair. If a shareholders meeting is
convened by a party with power to
convene but other than the board of
directors, the convening party shall chair
the meeting.

The Company shall prepare electronic
versions of the shareholders meeting
notice and proxy forms, and the origins of
and explanatory materials relating to all
proposals, including proposals for
ratification, matters for deliberation, or the

Article 5 :
If a shareholders meeting is convened by
the board of directors, the meeting shall be
chaired by the chairperson of the board.
When the chairperson of the board is on
leave or for any reason unable to exercise
the powers of the chairperson, the
chairperson shall appoint one of the
directors to act as chair , Where the
chairperson does not make such a
designation, the directors shall select from
among themselves one person to serve as
chair. If a shareholders meeting is
convened by a party with power to convene
but other than the board of directors, the
convening party shall chair the meeting -

43




Revised amendment

Provisions before amendment

memo

election or dismissal of directors , and
upload them to the Market Observation
Post System (MOPS) before 30 days
before the date of a reqular shareholders
meeting or before 15 days before the date

of a special shareholders meeting. The
Company shall prepare electronic
versions of the shareholders meeting
agenda and supplemental meeting
materials and upload them to the MOPS
before 21 days before the date of the

regular shareholders meeting or before 15

days before the date of the special
shareholders meeting. In addition, before
15 days before the date of the

shareholders meeting, The Company shall

also have prepared the shareholders
meeting agenda and supplemental
meeting materials and made them
available for review by shareholders at
any time. The meeting agenda and
supplemental materials shall also be
displayed at the Company and the
professional shareholder services agent
designated thereby as well as being
distributed on-site at the meeting place.

The reasons for convening a shareholders

meeting shall be specified in the meeting
notice and public announcement. With the

consent of the addressee, the meeting
notice may be given in electronic form.

Election or dismissal of directors ,
amendments to the articles of
incorporation, the dissolution, merger, or
demerger of the Company, or any matter
under Article 185, paragraph 1 of the
Company Act, Articles 26-1 and 43-6 of
the Securities and Exchange Act, or
Articles 56-1 and 60-2 of the Regulations
Governing the Offering and Issuance of
Securities by Securities Issuers shall be
set out in the notice of the reasons for
convening the shareholders meeting.
None of the above matters may be raised

by an extraordinary motion.

A shareholder holding 1 percent or more
of the total number of issued shares may
submit to the Company a written proposal

for discussion at a reqular shareholders
meeting. Such proposals, however, are
limited to one item only, and no proposal
containing more than one item will be
included in the meeting agenda. In
addition, when the circumstances of any
subparagraph of Article 172-1, paragraph

44




Revised amendment

Provisions before amendment

memo

4 of the Company Act apply to a proposal
put forward by a shareholder, the board of
directors may exclude it from the agenda.

Prior to the book closure date before a
regular shareholders meeting is held, the
Company shall publicly announce that it
will receive shareholder proposals, and the
location and time period for their
submission; the period for submission of
shareholder proposals may not be less

than 10 days.

Shareholder-submitted proposals are
limited to 300 words, and no proposal
containing more than 300 words will be
included in the meeting agenda. The
shareholder making the proposal shall be
present in person or by proxy at the reqular
shareholders meeting and take part in
discussion of the proposal.

Prior to the date for issuance of notice of a
shareholders meeting, the Company shall
inform the shareholders who submitted
proposals of the proposal screening
results, and shall list in the meeting notice
the proposals that conform to the
provisions of this article. At the
shareholders meeting the board of
directors shall explain the reasons for
exclusion of any shareholder proposals not

included in the agenda.

Article 6 :

The Company may appoint its attorneys,
certified public accountants, or related
persons retained by it to attend a
shareholders meeting in a non-voting
capacity. °

Article 6 :

The Company may appoint its attorneys,
certified public accountants, or related
persons retained by it to attend a
shareholders meeting in a non-voting
capacity.

Staff handling administrative affairs of a
shareholders meeting shall wear
identification cards or arm bands.
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Revised amendment

Provisions before amendment

memo

Article 9 :
If a shareholders meeting is convened by
the board of directors, the meeting agenda
shall be set by the board of directors. The
meeting shall proceed in the order set by
the agenda, which may not be changed
without a resolution of the shareholders
meeting.

The provisions of the preceding paragraph
apply mutatis mutandis to a shareholders
meeting convened by a party with the
power to convene that is not the board of
directors.

The chair may not declare the meeting
adjourned prior to completion of
deliberation on the meeting agenda of the
preceding two paragraphs (including
extraordinary motions), except by a
resolution of the shareholders meeting.

After the meeting adjourns, shareholders
shall not elect another chair to continue
the meeting at the original location or
another place

Article 9 :
If a shareholders meeting is convened by
the board of directors, the meeting agenda
shall be set by the board of directors. which
may not be changed without a resolution of
the shareholders meeting.

The provisions of the preceding paragraph
apply mutatis mutandis to a shareholders
meeting convened by a party with the
power to convene that is not the board of
directors.

The chair may not declare the meeting
adjourned  prior to completion of
deliberation on the meeting agenda of the
preceding two paragraphs (including
extraordinary motions), except by a
resolution of the shareholders meeting.

After the meeting adjourns, shareholders
shall not elect another chair to continue the
meeting at the original location or another
place -

Article 12 :
When the government or a juristic person
is a shareholder, it may be represented by
more than one representative at a
shareholders meeting.

When a juristic person is appointed to
attend as proxy, it may designate only one
person to represent it in the meeting.

When a juristic person shareholder
appoints two or more representatives to
attend a shareholders meeting, only one
of the representatives so appointed may
speak on the same proposal.

Article 12 :

When a juristic person is appointed to
attend as proxy, it may designate only one
person to represent it in the meeting.

When a juristic person shareholder
appoints two or more representatives to
attend a shareholders meeting, only one of
the representatives so appointed may
speak on the same proposal.

Article 16 :

When a meeting is in progress, the chair
may announce a break based on time
considerations._If a force majeure event
occurs, the chair may rule the meeting
temporarily suspended and announce a
time when, in view of the circumstances,
the meeting will be resumed.

If the meeting venue is no longer available
for continued use and not all of the items
(including extraordinary motions) on the
meeting _agenda have been addressed,
the shareholders meeting may adopt a
resolution to resume the meeting at
another venue.

Article 16 :
When a meeting is in progress, the chair
may announce a break based on time
considerations.
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Revised amendment

Provisions before amendment

memo

A _resolution may be adopted at a
shareholders meeting to defer or resume
the meeting within 5 days in accordance
with Article 182 of the Company Act.

Article 19

The election of directors at a shareholders
meeting shall be held in accordance with
the applicable election and appointment
rules adopted by the Company, and the
voting results shall be announced on-site
immediately, including the names of those

elected as directors and the numbers of
votes with which they were elected.

The ballots for the election referred to in
the preceding paragraph shall be sealed
with the signatures of the monitoring
personnel and kept in proper custody for
at least 1 year. If, however, a shareholder
files a lawsuit pursuant to Article 189 of
the Company Act, the ballots shall be
retained until the conclusion of the

litigation.

Article 20 :
Matters relating to the resolutions of a
shareholders meeting shall be recorded in

the meeting minutes. The meeting minutes

shall be signed or sealed by the chair of
the meeting and a copy distributed to each

shareholder within 20 days after the
conclusion of the meeting. The meeting
minutes may be produced and distributed
in electronic form.

The Company may distribute the meeting
minutes of the preceding paragraph by
means of a public announcement made
through the MOPS.

The meeting minutes shall accurately
record the year, month, day, and place of
the meeting, the chair's full name, the
methods by which resolutions were
adopted, and a summary of the
deliberations and their results.
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Revised amendment

Provisions before amendment

memo

Article 21 :
On the day of a shareholders meeting, the
Company shall compile in the prescribed
format a statistical statement of the
number of shares obtained by solicitors
through solicitation and the number of
shares represented by proxies, and shall
make an express disclosure of the same at
the place of the shareholders meeting.

If matters put to a resolution at a
shareholders meeting constitute material
information under applicable laws or
regulations or under Taiwan Stock
Exchange Corporation regulations, the
Company _shall upload the content of
such resolution to the MOPS within the
prescribed time period.

Article 22 :
Staff handling administrative affairs of a
shareholders meeting shall wear
identification cards or arm bands.

The chair may direct the proctors or
security personnel to help maintain order
at the meeting place. When proctors or
security personnel help maintain order at
the meeting place, they shall wear an
armband or identification card bearing the
word "Proctor."

When a shareholder violates the rules of
procedure and defies the chair's
correction, obstructing the proceedings
and refusing to heed calls to stop, the
chair may direct the proctors or security
personnel to escort the shareholder from

Article 19 :

The chair may direct the proctors or
security personnel to help maintain order at
the meeting place. When proctors or
security personnel help maintain order at
the meeting place, they shall wear
armband bearing the word "Proctor."

the meeting.

Article 23 : Article 20 : Article change.
These Rules, and any amendments These Rules, and any amendments hereto,
hereto, shall be implemented after | shall be implemented after adoption by

adoption by shareholders meetings.

shareholders meetings.

Article 24 : Miscellaneous
If there are any unresolved matters in this
procedure, please follow the relevant laws
and regulations.

This procedure is scheduled for 1998/6/21
First revised on 2000/4/12

The second revision is 2001/3/28

The third revision is 2002/5/17

The fourth revision is 2020/5/28

Add revised date and
Article change.
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Attachment 10:

Directors (including three Independent Directors) Nominees

Candidate
category Name Education & Experience Current position
*Ph.D. in EE, SUNY Stony Brook, NY *Chairman
*CEO, K Laser Group.
Director Alex Kuo
*MS in Civil Engineering, NJIT, NJ. *Chairman, OTI.
Director | Daniel Kuo
*Department of industrial engineering and *Directors, K Laser Group.
Management Bachelor degree,National Taipei
University of Technology
Director C.L. Kuo *Director of Factory Affairs and General Administration,
K Laser
*GM,WUXI K Laser
*CEO, K Laser China Group.
*Computer Science, BS , New York Institute of *Deputy Spokesman
Technology *Supervisor, Everest Display
Director Lisa Hsu

Inc.
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*Bachelor of Business. Administration ,NTU

*MBA, University of California at Irvine
*CPA, Wu, Liang, & Huang CPAs LLP

*Assistant Professor at Huaxia Technical College
*Chief Financial Officer, K Laser Technology (USA)
*CPA, Xin'an Accounting firm

*Independent Director, K
LASER TECHNOLOGY INC
Independent Director of

China Airlines

Independent| Gen-Sen
Director |Chang-Hsieh
Candidate
Name Education & Experience Current position
category
*MBA, National Chiao Tung University *Independent Director, K
*Administrative finance Director, Hanergy LASER TECHNOLOGY INC
Technologies, Inc. *Supervisor,Chin-Shi
DO *Investor Relations Corporate Finance Manager, Avid Electronic Materials Ltd.
Independent Bi-Xin
Electronics Corp.
Director Huang ectronics L-ofp
*Accountant Supervisor, TSMC
*Accountant Manager, AST
*BS in Electrophysics, National Chiao Tung University | *Researcher, National Sun
*Degree of Engineer, Electrical Engineering,Stanford Yat-Sen University
University
*MS in Electrical Engineering, Stanford University
*Team Leader/Senior Researcher/ Senior Consultant,
Director General’s Office of National Space
Independent
Ren Liu Organization
Director

*Team Leader, Flight Control Division of National
Space Organization

*Senior Researcher/System Engineering Division of
National Space Organization

*Researcher of Aerospace Department/ Technical

Manager/ Project Host, R & D Center of Honeywell
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Attachments 11

K Laser Technology Inc.
2020 Annual Shareholders’ Meeting
Release of limitation on competitive businesses of newly elected Directors
and their representatives.

classification | Candidate Company and Position Company and Position
K.Laser China Group Co., Ltd. / Holoprint Co., Ltd. / Director
Director
K Laser China Group Holding Co., - .
Limited. / Director iWin Technology Co., Ltd. / Director
Finity Laboratories. / Director K.Laser Technology (HK) Co., Ltd./
Director
Holomagic Co., Ltd. / Director Treasure Access Limited. / Director
WUXI K Laser Technology Co., Ltd. / HuNan HeRui Laser Technology Co.,
Director Ltd / Director
Top Band Investment Ltd. / Director Union Bloom Limited. / Director
K Laser International Co., Ltd. / K Laser Technology (USA) Co., Ltd.
Director Alex Kuo | Director /Chairman
Amagic Technologies U.S.A (Dubai) K Laser Technology Japan Co., Ltd. /
/Chairman Director
K Laser Technology (Korea) Co., Ltd. / | Amagic Holographics India Private
Director Limited. / Director
K Laser IMEA Co., Ltd. / Director K Laser Technology (Thailand) Co.,
Ltd. /Chairman
Jiangsu Sunderray Packing Material . .
Co. Ltd. / Director Everest display Inc. /Chairman & GM
Guang Feng Internation Limited / CM Visual Technology Corporation /
Director Director
Aether Precision Technology INC. / Insight Medical Solutions Inc. /
Director Chairman & GM
K Laser Technology (HK) Co., Ltd. / WUXI K Laser Technology Co.,
Director Ltd./Chairman
HuNan HeRui Laser Technology Co., DongGuan K Laser Technology Co.,
Ltd / Director Ltd. /Chairman
K Laser Technology (USA) Co., Ltd. / K Laser Technology Japan Co., Ltd.
_ Director /Chairman
Director Daniel ' | aser Technology (Korea) Co., Ltd. | Amagic Holographics India Private
Kuo /Chairman Limited. / Director
K Laser Technology (Thailand) Co., Optivision Tech Inc. /Chairman & CEO
Ltd. / Director
. . - : Ningbo Guangyao Optivision
Bright Triumph Limited. / Director Technology CO.,Ltd./ Director
Everest display Inc. / Director Insight Medical Solutions Inc. / Director
K Laser China Group Holding Co., WUXI K Laser Technology Co., Ltd. /
Limited. / Director Director
Director C.L. Kuo | HuNan HeRui Laser Technology Co., Jiangsu Sunderray Packing Material
Ltd / Director Co.,Ltd. / Director
DongGuan K Laser Technology Co., Ltd. / Director
Director Lisa Hsu | Everest display Inc. / Supervisor Insight Medical Solutions Inc. / Director
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Appendix 1

Article 1.

Article 2.

Article 3.

Article 4.

Article 5.

Article 6.
Article 7.

Article 8.
Article 9.

Articles of Association of K Laser Technology Inc.
Chapter | General

The Company is organized as a stock limited company in accordance with the Company Law of
the Republic of China and is named K Laser Technology, Inc.
The Company operates the following businesses:

1. Research, development, production, manufacturing and sale of:

(1) HOLOGRAM.

(2) LASER CD, OPTICAL DISK.

(3) FLOPTICAL DISK.

(4) EMBOSSING MACHINE.

(5) ELECTROFORMING SYSTEM, EQUIPMENT AND MATERIAL.

(6) EMBOSSING MATERIAL.

(7) ELECTRO-OPTICS APPARATUS AND INSTRUMENT.

(8) PRECISION OPTICAL ELEMENT AND COMPONENT.

(9) OPTICAL COATING.

(10) SMART CARD, SECURITY CARD AND RELATED EQUIPMENT.
2. Import and export trading businesses in relation to the products under the previous paragraph.
The headquarters of the Company is located at the Hsinchu Science Park. Domestic and
overseas branches may be established as required by board resolution and after approval by the
competent authority.
The Company may provide guarantees to affiliates.
The total amount of investment in other companies made by the Company may exceed 40% of the
paid-in capital.

Chapter Il Shares

The total amount of capital of the Company is NT$3 Billion, divided into 300,000,000 shares, at
NT$10 per share. The board of directors is authorized to issue the unissued shares several
times. Large-amount share certificates may be issued as required by business. Among the
above total amount of capital, 20,000,000 shares, totaling NT$200 Million, shall be reserved for
issuance of warrants, special shares with warrants attached or corporate bonds with warrants
attached.
Deleted.
All shares of the Company are registered shares and shall be issued after signatures or seals of
three directors are affixed thereon and certification in accordance with law. No share certificate
needs to be printed for any share issued by the Company. However, registration shall be made
with a centralized securities depository enterprise.
Deleted.

Unless otherwise provided by law or securities regulations, the administration of the company’s
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Article 10.

shareholder services shall be in accordance with the Regulations Governing the Administration of
Shareholder Services of Public Companies.
Deleted.

Chapter Il Shareholders’ Meetings

Article 11.

Article 12.

Article 13.

Article 14.

Article 15.

Article 16.

Article 17.

Article 18.

No change of shareholder shall be recorded in the shareholders’ register during the period of 60
days before any general shareholders’ meeting, 30 days before any special shareholders’ meeting
and 5 days before the record date for the distribution of dividend, bonus or other interest
determined by the Company.

The shareholders’ meetings of the Company are divided into the annual general shareholders’
meeting and special shareholders’ meetings.

The general shareholders’ meeting shall be held by the board of directors within 6 months of the
end of the Company’s accounting year.

Special shareholders’ meetings are convened as required in accordance with applicable
legislations.

The notice to convene the general shareholders’ meeting shall be sent to all shareholders 30 days
in advance. Notice to convene a special shareholders’ meeting shall be sent 15 days in advance.
The notice and public announcement shall specify the agenda of the meeting.

Unless otherwise provided by law, shareholders of the Company shall have one voting right per
share.

A shareholders’ meeting is valid if shareholders or proxies representing at least half of the share
capital meet. The resolutions of a shareholders’ meeting are passed by absolute majority.
However, resolutions regarding matters listed under Article 185 of the Company Law such as the
amendment to Articles of Association, capital increase, capital reduction, dissolution or merger
shall be in accordance with Articles 185, 277 and 316 of the Company Law.

Any shareholder who cannot attend a meeting may use the proxy printed by the Company,
specifying the scope of authorization, to designate a representative to attend the meeting on
his/her behalf. However, if one person acts as the representative of two or more shareholders,
the voting rights represented shall not exceed 3% of the voting rights of all outstanding shares.
Unless otherwise provided in the Company Law, attending shareholders’ meetings by proxy is
subject to the Regulations Governing the Use of Proxies for Attendance at Shareholder Meetings
of Public Companies promulgated by the competent authority.

Shareholders’ meetings shall be chaired by the Chairman. If the Chairman does not attend the
meeting, the Chairman shall designate one director to chair the meeting. If the Chairman does
not make such designation, one director shall be elected from the board members to act as
chairman.

The resolutions of the shareholders’ meetings shall be recorded in minutes, which shall be signed
or sealed by the chairman and distributed to all shareholders within 20 days from the meeting.
The minutes mentioned above may be distributed by public announcement.

The minutes shall record the year, month, date, location of the meeting, name of the chairman,
resolution manner, main proceedings and results thereof and shall be maintained permanently

53



Article 19.

during the validity period of the Company.
Attendance sheet signed by attending shareholders and proxies shall be maintained for at least
one year. However, if any shareholder files a lawsuit in accordance with Article 189 of the
Company Law, the documents shall be maintained until the end of the lawsuit.

Chapter IV Board of Directors & Audit Committee
The Company shall have 7 to 9 directors, among which at least 3 independent directors and not
less than 1/5 of the total seats shall be elected to independent directors. Independent directors
shall be elected under candidate nomination system. Board of Directors election shall be
conducted in accordance with Article 198 of the Company Law. Independent directors and
non-independent directors are elected at the same time and those candidates who receive the
most votes are elected to the board.
Directors shall be elected from persons with legal capacity in the shareholders’ meeting.
Directors shall serve terms of 3 years and the same person may be re-elected for the second term
upon expiry of the first term. The total number of registered shares of the Company held by all
directors and supervisors must meet the standards provided under the Rules and Review
Procedures for Director and Supervisor Share Ownership Ratios at Public Companies

promulgated by the Financial Supervisory Commission of the Executive Yuan.

Article 19-1 The Company may purchase liability insurance for directors during their term to cover

compensation liability within the scope of performance of their duties.

Article 19-2 The Company may pay remuneration to directors for the performance of their duties, regardless

Article 20.

Avrticle 21.

Avrticle 22.

Article 23.

of whether the Company has profit or loss. The board of directors is authorized to determine
the remuneration based on the level of participation in the Company’s operation, the value of
contribution and the common standard in the same industry. If the Company has profit,
remuneration shall be distributed in accordance with Article 32.
Notice to convene board meetings shall specify the agenda of the meeting and be sent to all
directors 7 days in advance. However, board meetings may be convened at any time in
emergency situations. The notice to convene board meetings of the Company may be sent to
directors in writing, by email or by fax.
One director shall be elected from the board members to serve as the Chairman. The Chairman
shall chair board meetings and shall represent the Company externally. If the Chairman cannot
exercise his duties due to any reason, the Chairman shall designate one director to be his deputy.
If the Chairman does not make such designation, the board members can elect one person as a
substitute.
A board meeting is valid if more than half of the board members attend the meeting. However,
for matters listed under Article 185 of the Company Law and for the election of Chairman, the
validity of the board meeting requires a quorum of more than 2/3 of directors. The act by the
board of directors shall only be valid if it is approved by the majority of attending directors.
The duties of the board of directors are as follows:
1. Approve important charters and bylaws.
2. Approve business plan.
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Article 24.

Article 25.

Article 26.

Article 27.
Avrticle 28.

Article 29.
Article 30.

Article 31.

Article 32.

3. Review and approve budget and closing.
4. Hire and dismiss managers of the Company.
5. Make profit distribution or loss compensation proposal.
6. Make capital increase or capital decrease proposal.
7. Other duties in accordance with the Company Law or shareholders’ resolutions.
Directors shall attend board meetings in person or through videoconference. Any director who
cannot attend the meeting may give a written proxy to another director to attend the meeting on his
behalf. However, each director shall represent no more than one other director.
The board of directors may have one secretary to process secretarial businesses of the Company
in accordance with the instructions of the board of directors.
The Corporation may establish functional Committees, which shall consist of all independent
directors. The Audit Committee or the members of Audit Committee shall be responsible for those
responsibilities of Supervisors specified under the ROC Company Law, Securities and Exchange
Law and other relevant regulations.
Deleted.
Deleted.

Chapter V Managers
The Company shall have managers in accordance with its organizational charter.
The President shall be nominated by the Chairman and hired by the board of directors. The
President shall also be dismissed by the board of directors. The other managers shall be
nominated by the President and hired and dismissed by board resolutions.

Chapter VI Accounting
The Company adopts the calendar year system for its accounting year, starting from 1 January of
each year until 31 December of the same year. Closing shall be performed at the end of each
accounting year. The board of directors shall prepare the statements and deliver them to the
general shareholders’ meeting for approval. These statements include:
1. Business report.
2. Financial statements.
3. Profit distribution or loss compensation proposal.
Profit of the Company after yearly closing shall set aside 4% to 8% as profit sharing bonuses to its
employees and not more than 2% as compensation to its directors. Employees’ profit sharing
bonuses and directors’ compensation are resolved by Board of Directors meeting and shall be
reported to the shareholders’ meeting. However, that the Company shall have reserved a
sufficient amount to offset its accumulated losses.
The employee profit sharing bonus can be distributed to employees of affiliates that meet certain

conditions.

Article 32-1 This Company shall not pay dividends or bonuses to shareholders when there are no earnings.

When allocating the earnings for each fiscal year, the Corporation shall first offset its losses in

previous years and set aside a legal capital reserve at 10% of the earnings left over, until the

accumulated legal capital reserve has equaled the total capital of the Corporation; then set aside
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special capital reserve in accordance with relevant laws or regulations or as requested by the
authorities in charge. The Company’s dividend policy follows the Company Law and these
Articles of Association. Dividends are distributed based on the Company’s capital and financial
structure, operation status, profit and the features and cycle of the industry to promote the
Company’s sustainable operation and development. Depending on the future capital spending
and operation-funding plan, distributable profits should be distributed in cash dividends in priority,
but share dividend may also be distributed. However, the percentage of share dividend shall
not be higher than 50% of the total amount of dividend. The above-mentioned profit reserve
and the conditions, timing, amounts and types of dividend to be issued may be adjusted at

proper times as required by change of economic and industrial situation and in consideration of

the Company’s future development requirements and profit status.

Chapter VII Miscellaneous

Article 33. The Company’s organization charters may be further established by the board of directors.

Article 34. Any matter that is not fully provided under these Articles of Associations shall be resolved in

Article 35.

accordance with the Company Law and other applicable legislations.

These Articles of Association were implemented after approval by the promoters’ meeting or

shareholders’ meeting on the 15th of April 1988. The same shall be applicable to any amendment.

First amendment made on April 10, 1991

Second amendment made on September 15,
1991

Third amendment made on June 21, 1992

Fourth amendment made on May 16, 1993

Fifth amendment made on December 25, 1993
Sixth amendment made on February 27, 1994
Seventh amendment made on September 11,
1994

Eighth amendment made on May 21, 1995

Ninth amendment made on April 28, 1996

Tenth amendment made on June 22, 1997

Eleventh amendment made on June 21, 1998

Twelfth amendment made on April 12, 2000
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Thirteenth amendment made on March 28, 2001

Fourteenth amendment made on May 17, 2002

Fifteenth amendment made on January 19, 2004
Sixteenth amendment made on June 9, 2006
Seventeenth amendment made on June 15, 2007
Eighteenth amendment made on June 13, 2008

Nineteenth amendment made on June 19, 2009

Twentieth amendment made on June 18, 2010
Twenty-first amendment made on June 17, 2011
Twenty-second amendment made on June 21,
2012

Twenty-third amendment made on May 27, 2016
Twenty-fourth amendment made on May 26, 2017



Appendix 2

Article 1 :

Article 2 :

Article 3 :

Article 4 :

Article 5 :

Article 6 :

Article 7 :

Article 8 :

Article 9 :

K LASER TECHNOLOGY INC.

Rules of Procedure for Shareholders

The rules of procedures for the Company's shareholders meetings, except as otherwise provided by
law, regulation, or the articles of incorporation, shall be as provided in these Rules.

The Company shall furnish the attending shareholders with an attendance book to sign, or attending
shareholders may hand in a sign-in card in lieu of signing in.

The number of shares in attendance shall be calculated according to the shares indicated by the
attendance book and sign-in cards handed in plus the number of shares.

Attendance at shareholders meetings shall be calculated based on numbers of shares.

The venue for a shareholders meeting shall be the premises of the Company, or a place easily
accessible to shareholders and suitable for a shareholders meeting. The meeting may begin no
earlier than 9 a.m. and no later than 3 p.m.

If a shareholders meeting is convened by the board of directors, the meeting shall be chaired by the
chairperson of the board. When the chairperson of the board is on leave or for any reason unable to
exercise the powers of the chairperson, the chairperson shall appoint one of the directors to act as
chair , Where the chairperson does not make such a designation, the directors shall select from
among themselves one person to serve as chair. If a shareholders meeting is convened by a party
with power to convene but other than the board of directors, the convening party shall chair the
meeting -

The Company may appoint its attorneys, certified public accountants, or related persons retained by
it to attend a shareholders meeting in a non-voting capacity.

Staff handling administrative affairs of a shareholders meeting shall wear identification cards or
arm bands.

The shareholders' meeting shall be recorded by video or recording and shall be kept for at least one
year.

The chair shall announce the meeting kick off at the time of the meeting, but if the shareholders
representing less than half of the total number of issued shares , the chair may announce a
postponement of meeting, the number of delays does not exceed twice and no more than one hour,
after delayed for the second times, when the number of shareholders present does not constitute
the quorum prescribed in the preceding article, but those present represent one-third or more of the
total number of issued shares, the chair may make a false decision, according to the 174 of
Company Act, resubmit the vote to the shareholders' meeting.

If a shareholders meeting is convened by the board of directors, the meeting agenda shall be set by
the board of directors. which may not be changed without a resolution of the shareholders meeting.

The provisions of the preceding paragraph apply mutatis mutandis to a shareholders meeting
convened by a party with the power to convene that is not the board of directors.

The chair may not declare the meeting adjourned prior to completion of deliberation on the
meeting agenda of the preceding two paragraphs (including extraordinary motions), except by a
resolution of the shareholders meeting.

After the meeting adjourns, shareholders shall not elect another chair to continue the meeting at
the original location or another place -

Article 10 : Before speaking, an attending shareholder must specify on a speaker's slip the subject of the

speech, his/her shareholder account number (or attendance card number), and account name.
The order in which shareholders speak will be set by the chair.
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Article 11 :

A shareholder in attendance who has submitted a speaker's slip but does not actually speak
shall be deemed to have not spoken. When the content of the speech does not correspond to
the subject given on the speaker's slip, the spoken content shall prevail.

When an attending shareholder is speaking, other shareholders may not speak or interrupt
unless they have sought and obtained the consent of the chair and the shareholder that has the
floor; the chair shall stop any violation.

Except with the consent of the chair, a shareholder may not speak more than twice on the same
proposal, and a single speech may not exceed 5 minutes. If the shareholder's speech violates the
rules or exceeds the scope of the agenda item, the chair may terminate the speech.

Article12 : When a juristic person is appointed to attend as proxy, it may designate only one person to

Article 13 :

Article 14 :

Article 15 :

Article 16 :
Article 17 :

Article 18 :

Article 19 :

Article 20 :

meetings.

represent it in the meeting.

When a juristic person shareholder appoints two or more representatives to attend a
shareholders meeting, only one of the representatives so appointed may speak on the same
proposal.

After an attending shareholder has spoken, the chair may respond in person or direct relevant
personnel to respond.

When the chair is of the opinion that a proposal has been discussed sufficiently to put it to a vote,
the chair may announce the discussion closed and call for a vote.

The chair shall appoint a number of persons with shareholder status to perform the respective
duties of vote monitoring and counting personnel. The results of the voting, shall be announced
on-site at the meeting, and a record made of the vote.

When a meeting is in progress, the chair may announce a break based on time considerations.

Except as otherwise provided in the Company Act and in the Company's articles of incorporation,
the passage of a proposal shall require an affirmative vote of a majority of the voting rights
represented by the attending shareholders.

When there is an amendment or an alternative to a proposal, the chair shall present the amended
or alternative proposal together with the original proposal and decide the order in which they will be
put to a vote. When any one among them is passed, the other proposals will then be deemed
rejected, and no further voting shall be required.

The chair may direct the proctors or security personnel to help maintain order at the meeting place.
When proctors or security personnel help maintain order at the meeting place, they shall wear
armband bearing the word "Proctor."

These Rules, and any amendments hereto, shall be implemented after adoption by shareholders
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Appendix 3

K LASER TECHNOLOGY INC.

Rules for Election of Directors
Article 1 : Except as otherwise provided by law and regulation or by the Company's articles of incorporation,

elections of directors shall be conducted in accordance with the company’s rules for Election of
Directors.

Article 2 : Except as otherwise provided by law and regulation or by the Company's articles of incorporation.
Each share will have voting rights in number equal to the directors to be elected, and may be cast
for a single candidate or split among multiple candidates.Attendance card numbers printed on the
ballots may be used instead of recording the names of voting shareholders.

Article 2-1 : The qualifications for the independent directors of this Company shall comply with the Regulations

Governing Appointment of Independent Directors and Compliance Matters for Public
Companies.
Elections of independent directors at the Company shall be conducted in accordance with the
candidate nomination system and procedures set out in Article 192-1 of the Company Act.
Article 3 : The board of directors shall prepare separate ballots for directors in numbers corresponding to the
directors to be elected. The number of voting rights associated with each ballot shall be specified
on the ballots, which shall then be distributed to the attending shareholders at the shareholders
meeting.

Article 4 : Before the election begins, the chair shall appoint a number of persons with shareholder status to

perform the respective duties of vote monitoring and counting personnel.

Article 5 : The ballot boxes shall be prepared by the board of directors and publicly checked by the vote

monitoring personnel before voting commences.

Article 6 : If a candidate is a shareholder, a voter must enter the candidate's account name and shareholder

account number in the "candidate" column of the ballot; for a non-shareholder, the voter shall
enter the candidate's full name and identity card number. However, when the candidate is a
governmental organization or juristic-person shareholder, the name of the governmental
organization or juristic-person shareholder shall be entered in the column for the candidate's
account name in the ballot paper, or both the name of the governmental organization or
juristic-person shareholder and the name of its representative may be entered. When there are
multiple representatives, the names of each respective representative shall be entered.

Article 6-1 : Delete

Article 7 : A ballot is invalid under any of the following circumstances:

1.The ballot was not prepared by the board of directors.

2.A blank ballot is placed in the ballot box.

3.The writing is unclear and indecipherable or has been altered.

4.The candidate whose name is entered in the ballot is a shareholder, but the candidate's
account name and shareholder account number do not conform with those given in the
shareholder register, or the candidate whose name is entered in the ballot is a

non-shareholder, and a cross-check shows that the candidate's name and identity card
59



number do not match.

5.0ther words or marks are entered in addition to the candidate's account name or
shareholder account number (or identity card number) and the number of voting rights
allotted.

6.The name of the candidate entered in the ballot is identical to that of another shareholder,
but no shareholder account number or identity card number is provided in the ballot to
identify such individual.

7. Election of two or more candidates in the same ballot.

Article 8 : The number of directors will be as specified in the Company's articles of incorporation, according to
the ballot calculated the voting results. Those receiving ballots representing the highest
numbers of voting rights will be elected sequentially according to their respective numbers of
votes. When two or more persons receive the same number of votes, thus exceeding the
specified number of positions, they shall draw lots to determine the winner, with the chair
drawing lots on behalf of any person not in attendance.

Voting rights separately calculated for independent and non-independent director positions.
If the elected director that his personal information is inconsistent or fails to be elected
according to the relevant laws and regulations, the vacant amount will be instead by the
elected majority of the elected person at the current shareholders' meeting.

Article 9 : The voting rights shall be calculated on site immediately after the end of the poll, and the results of
the calculation, including the list of persons elected as directors and the numbers of votes with
which they were elected, shall be announced by the chair on the site.

Article 10 :Those who do not comply with the provisions of Article 26-1, Paragraph 3, Paragraph 4 of the
Securities Exchange Law shall be elected to lose their effectiveness.

Article 11 : The board of directors of the Company shall issue notifications to the persons elected as directors

Article 12 : Matters not specified in these measures shall be handled in accordance with the company Act, the
company's Articles of Incorporation and relevant laws.

Article 13: These Procedures, and any amendments hereto, shall be implemented after approval by a
shareholders meeting.

Article 14 to Article 17: Delete

Article 18 : Miscellaneous

If there are any unresolved matters in this procedure, please follow the relevant laws and
regulations.

This procedure is scheduled for 1998/6/21 The fifth revision is 2007/6/15
First revised on 1998/6/21 The Sixth revision is 2012/6/21

The second revision is 2001/3/28 The Seventh revision is 2017/5/26
The third revision is 2002/5/17
The fourth revision is 2006/6/9
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Appendix 4
K Laser Technology Inc.
Directors’ shareholding table
Base day : 2020/03/30

Current holdings
Title Name Catedo Number of | Ratio at the
gory shares time
Chairman Alex Kuo Common stock 10,997,756 6.90
Director Daniel Kuo Common stock| 1,122,254 0.70
Director Lisa Hsu Common stock| 1,040,194 0.65
Independent Ch S H _ _
Director eng sang Ruang| Common stock
Independent Gen-Sen _ _
Director Chang-Hsien  |Common stock
Independent Bi-Xin _ _
Director Huang Common stock
Total 13,160,204 8.25

Note : 1. The total number of shares issued by the company on May 28, 2020: 159,324,631 shares

(including 7,099,000 treasury shares)

2. The number of shares legally held by all directors of the company is 9,559,477 shares, and the number of
shares held by all directors as of March 30, 2020 is 13,160,204 shares
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