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Independent Auditors’ Review Report

To the Board of Directors
Twinhead International Corp.:

Introduction

We have reviewed the accompanying consolidated balance sheets of Twinhead International Corp. and its
subsidiaries as of June 30, 2020 and 2019, and the related consolidated statements of comprehensive income for
the three months and six months ended June 30, 2020 and 2019, as well as the changes in equity and cash flows
for the six months ended June 30, 2020 and 2019, and notes to the consolidated financial statements, including a
summary of significant accounting policies. Management is responsible for the preparation and fair presentation
of the consolidated financial statements in accordance with the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and International Accounting Standard 34, “ Interim Financial
Reporting” endorsed and issued into effect by the Financial Supervisory Commission of the Republic of China.
Our responsibility is to express a conclusion on the consolidated financial statements based on our reviews.

Scope of Review

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

Basis for Qualified Conclusion

As stated in Note 4 (b), the consolidated financial statements included the financial statements of certain non-
significant subsidiaries, which were not reviewed by independent auditors. These financial statements reflect the
total assets amounting to $97,641 thousand and $101,535 thousand, constituting 8.94% and 8.73% of the
consolidated total assets; and the total liabilities amounting to $12,417 thousand and $11,625 thousand,
constituting 1.43% and 1.32% of the consolidated total liabilities as of June 30, 2020 and 2019, respectively; as
well as the total comprehensive income (loss) amounting to $8,020 thousand, $(1,082) thousand, $6,208
thousand and $1,729 thousand, whose absolute value constituting 234.64%, 3.15%, 31.71% and 3.40% of the
consolidated total absolute value of comprehensive income (loss) for the three months and six months ended
June 30, 2020 and 2019, respectively.

KPMG, a Taiwan partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity
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Qualified Conclusion

Except for the adjustments, if any, as might have been determined to be necessary had the financial statements
of certain consolidated subsidiaries described in the Basis for Qualified Conclusion paragraph above been
reviewed by independent auditors, based on our reviews, nothing has come to our attention that causes us to
believe that the accompanying consolidated financial statements do not present fairly, in all material respects,
the consolidated financial position of Twinhead International Corp. and its subsidiaries as of June 30, 2020 and
2019, and of its consolidated financial performance for the three months and six months ended June 30, 2020
and 2019, as well as its consolidated cash flows for the six months ended June 30, 2020 and 2019 in accordance
with the Regulations Governing the Preparation of Financial Reports by Securities Issuers and International
Accounting Standard 34, “Interim Financial Reporting” endorsed and issued into effect by the Financial
Supervisory Commission of the Republic of China.

The engagement partners on the audit resulting in this independent auditors’ report are Po-Shu Huang and
Yuan-Sheng Yin.

KPMG

Taipei, Taiwan (Republic of China)
August 11, 2020

Notes to Readers

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

The independent auditors’ review report and the accompanying consolidated financial statements are the English translation of the
Chinese version prepared and used in the Republic of China. If there is any conflict between, or any difference in the interpretation of the
English and Chinese language independent auditors’ review report and consolidated financial statements, the Chinese version shall
prevail.



90T I8STOIT . 001 FOOCPIT . 00T 2892601
¥Z  I8L6LT 7C  BI0°€SC 0T Sécsic
(M (690D @ (1o M 69y
ST 6LY 06T ¥ T9L¥LIT T eS¥iec
(L) (850°T00) (81 (650700 B -
T 0S8% T  8S¥c T 6Lt
(M (38€TD M @Irsn @ (€08%9D)
z 8€T'LT 3 9LS'LE ¥ 9TL Yy

OfD QIZTISD

FED GE0SESD

©91) (88L6GPLD)

TZT  86€686T VLI 86T 6861 6LT  TIE6S6T
—w -, 1
1L +1E'686°1 YLL  YIE686°] 6L1  OVT'656°'T
9L 008788 8L %9068 [ TVET]
I 68LLL L hT99 7 869
T OTS61 - Toe - I8%T
1 626°9 1 8719 1 $69°9
9 990°9 < 7£6'05 ¥ Pitarad
3 X 1 or19 [ 08°s
- - - - 1 €51°L
69 TI0SO8 1L toves €L 65¥€08
T IST6E T tSTEE T SSS9E
4 oLY'L1 1 8L6°S1 1 8091
- TsEs 4 /a4
12 6VELY ¥ 098°0S 4 P18y
6 9L5°601 I 1IL6Cl 6 9TI°v6
- L - 9gg - Pt
IS 000°06S T 000°065 95 0007019
To,  junowy 9,  junowy T  junowy
6102 “0¢ dun( 6107 ‘I€ 1oquiadaq 0207 “0€ dunp

Ajnba pue sanuiiqer) [e)0 L

£ymba [ero,

s)sa.193u1 Bul[jos)uod-uoN

usied JO s1ouMmo 0) 9|qEINqUIIE A1Inbs [B10],

sareys Amseal ],

Swodul 2Alsuayoidwos Jsy)o ysnoay) anfea

1iB} T2 PRINSEOW SIOSSE [BISUBUL) UO (SOSS0]) Sujed pazijeaiun)

HULTSEN
[e1dURUY UBI2J0] JO UONB|SUBL} UOC SIOUISYIP dFueyoxg
:sanmba sy

SHDIJOP POTRINIINOOY

SOUBYS POLIOJOL]
mu._.mﬂm uowo])

‘feudeo areyg

:((w) pue (p)9 3j0u) Juased Jo s13umo 0) dqeIngLpze Kynby

sepIlIqen] [El0,

€] JUILIND-UOU [EJO0 ],

SON1|ERI] JUSLND-UoU J3YIO

paale921 syisodop asjuBiEND)

((1)9 9100) SanIGel| ISBI| JUSLINI-UON
JUSUND-UOU — SUOISIACI]

{()g 210u) sFumolioq wiv-3uo]

SANIGEI] JUILN)-uON

SaNI|Iqe!] Jud.LInD [E)O L,
S211{1GBY| 1USLIND JBYI0
((1)9 r0u) sanF|Iqey 95€] JUOLN))
JULING — SUOISIAOL]
sa)qeded Y10
Jjqeded sjunodoy
a1qefed 910N
(8 pue (y)9 $310u) STUIMOLIOG WIO-HOYS

SIHIQEI JURLIND

&ymbyg pue sappIqer]

X¥9¢

00s€

[ir443

0Ive

0ste

0cle
oLt

0L9T
SY9T
08¢T
08sT
(11294

00€T
08¢T
44
00T
0L1Z
(944
0012

00T  LRSTITL

*SJUSWILIE]S [RIOUBUIJ POJBPHOSUOO 0] $ej0u Surduedwoode sog

001  PI9EHIT 001

7897601 S

19 9T8b0L 09  8S6°189 09 9Tl'6¥9

€ 80LSE v LS € PErse

1 319°L 1 LETL 1 1S1°L

12 LT VY ¥ 068°€Y 14 9Ly

LI £68°E0T LT LTL661 81 LL696L

8 8S1°66 L 096°9L 9 €21°89

9T 0SE°66T 9T $89°W6T LT 808°06C

z T18°0C I 780°81 1 TLIL

8¢ TSLLSH 0 90LI9% oy 9SSERK

T 0eL<l T 66891 T S65T

1T Tho'she 81 8¥£90T 17 Les'eee

- 619 - - 1 9tH'9

9 £09°TL L 7668 S LET'LS
VA - - - T

I p6siiel €1 SopEsl Tl 0g9°eel $
% _ Junowy o Junowy % Junowy
6107 “0€ 2unp 610T “TE 12quiadd( 0207 “0¢ dung

(Ae[Jo([ UBAAIE], AAIN] JO SPUBSNOYL ], ur passatdxy)

6107 ‘0€ dunp pue [¢ 3qudd( ‘0Tz ‘0€ dunr

$393Y§ dduUE[Eg PIIBPI[OSUO))

SHRIVIAISANS ANV ‘dI0D TYNOLLVNYHLNI AVAHNIM L

6107 PUT (Z0Z “05 UIf JO S€ SPIEPUE)S SUDIPNE PojdoddE A[[EIoUaS o1} 1M 9oUEPI0IIE Ul PINPNE JOU 'A[U0 PIMITASY
(asaury) ur panss] A[[euISLI() SIS [EIOUBUL] PIIBPI[OSUO)) JO HOPeRISULL |, ysiSuy)

$JISSE VIO

S)OSSE JUILINI-UOU [B0],
$195SE JUILIND-UOU JIYI()

susodap 9jqepunyoy

S19SSB XB] PoLIya(]

(g pue (D9 «(8)9 sej0u) 1ou ‘Auadosd Jusunsosug
((3)9 s100) sjasse osn-jo-1ysry

(8 pue (3)9 ssjou) Jawdinbs pue jurd ‘{usdorg

((p)9 210u) su10oui oAIsusy21dod
15410 YFNOJY) IN|A 18] 18 SI9SSE [BIOUBUL] JUSLIND-UON,
$S}OSSE JUILINI-UON
$)9SSE JUAIIND [EJO T,
$I9SSE JuLIN 1Yo pue sjudwiedary
((2)9 210u) S2LICIUAUT
((p)g 210U} S2)qEAIZ021 IO
((9)9 s10u) 19U “9[qBAIIDAI SUNGIDY
((9)9 910U} 21qEAI024 SIJON.
((®)g 210u) sjuajeAINba yses pue yse)

:5)9SSE JUI.LIND
BERN

S661
0c6l
ov8I1
09L1
(9721
0091

LIST

(7241
X0tlL
00T1
0L11
0s11
0011



4000
5000
5900
6000
6100
6200
6300

6900

7000

7100

7010

7020

7050

7950

8300
8310

8316

8349

8360

8361
8399

8300

8610
8620

8710
8720

9750
9850

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

TWINHEAD INTERNATIONAL CORP. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
For the three months ended June 30, 2020 and 2019 and the six months ended June 30, 2020 and 2019

(Expressed in Thousands of New Taiwan Dollar , Except for Earnings Per Common Share)

Operating revenue (note 6(0))
Operating costs (notes 6(c) and 6(k))
Gross profit
Operating expenses (notes 6(i), 6(k) and 7):
Selling expenses
Administrative expenses
Research and development expenses
Total operating expenses
Net operating loss
Non-operating income and expenses (notes 6(d), 6(i) and 6(q)):
Interest income
Other income
Other gains and losses
Finance costs
Total non-operating income and expenses
Loss from continuing operations before tax
Less: Income tax expense (benefit) (note 6(1))
Net loss
Other comprehensive income (note 6(m)):
Components of other comprehensive income that will not be reclassified to
profit or loss
Unrealized gains (losses) from investments in equity instruments measured at
fair value through other comprehensive income
Less: Tncome tax related to components of other comprehensive income that

will not be reclassified to profit or loss

Components of other comprehensive income that will not be reclassified

to profit or loss
Components of other comprehensive income (loss) that will be reclassified
to profit or loss
Exchange differences on translation of foreign financial statements
Less: Income tax related to components of other comprehensive income that
will be reclassified to profit or loss
Components of other comprehensive income that will be reclassified to
profit or loss
Other comprehensive income (loss), net
Total comprehensive income (loss)
Net loss attributable to:
Loss attributable to owners of parent

Loss attributable to non-controlling interests

Comprehensive income (loss) attributable to:
Comprehensive income (loss), attributable to owners of parent

Comprehensive income (loss), attributable to non-controlling interests

Basic earnings per share (in New Taiwan dollar) (note 6(n))

Diluted earnings per share (in New Taiwan dollar) (note 6(n))

See accompanying notes to consolidated financial statements.

For the three months ended

For the six months ended

June 30 June 30
2020 2019 2020 2019
Amount Y% Amount % Amount Y% Amount %
$ 183,867 100 164,815 100 358,815 100 351,651 100
128,735 70 123.145 75 253,652 71 259,054 _ 74
55,132 _ 30 41,670 25 105,163 29 92,597 _ 26
11,647 6 15,796 10 24,466 7 35,324 10
26,934 15 30,423 18 56,607 16 63,560 18
21,557 12 25.830 16 44,337 12 53271 15
60,138 _ 33 72,049 44 125,410 35 152,155 _ 43
(5,006) _ (3 (30,379 _(19) (20,247) __(6) (59,558) _ (17
91 - 217 - 147 - 300 -
7,606 4 7,553 5 15,194 4 15,335 5
9,082) (5) (3325 @ 9,935y  (2) 3,197 1
2.884) _ (1) G217 _ & 6017 _ (2 (6.434) _ (2
4.269) _ (2) 1,228 1 6il) _ - 12,398 4
©275) (5 (29,151)  (18) (20,858) (6} (47,160)  (13)
33 - (36) __- 38 _ - 36y _-
9313 _ (5 (29.115) _(18) (20.896) __(6) (47,124) _(13)
1,287 1 (7,743) (5 4225 ) (1,754) -
1,287 | (7,743) _ (B 4225 _ O (1,754) _-
4,608 3 2,524 2 5,545 1 (1,915) (1)
4,608 3 2,524 2 5,545 1 1915 _
5.895 4 5219 _ 3 1,320 - (3.669) _ (1)
$ (3418 (D (34,338) _ (21 (19,576) _ (6) (50,793) _(14)

$ (7.827y 4
(1486 _ (D

(21,163) (13)
(2.952) __(5)

(17,081) (3
(3.815) (D)

(34,750) (10)
(12,374) _ (3)

S 9.313) _ (&

(29,115) _(18)

(20,896) __(6)

47,124y _(13)

$ (2,166) (1)

(26,365)  (16)

(14,156) (4

(38,409) (11)

(1.252) _- (7.969) __(5) (5420) _ (2) (12384 _ (3
$ 3.418) __(b (34.334) _(2D) (19.576) __(6) (50.793) _(14)
$ (0.04) (0.11) 0.09) (0.18)
$ (0.04) (0.11) (0.09) (0.18)
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(English Translation of Consolidated Financial Statements Originally Issued in Chinese)

Reviewed only, not audited in accordance with generally accepted auditing standards

TWINHEAD INTERNATIONAL CORP. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the six months ended June 30, 2020 and 2019

(Expressed in Thousands of New Taiwan Dollar)

Cash flows from (used in) operating activities:
Net loss before tax
Adjustments:
Adjustments to reconcile profit (loss):
Depreciation
Amortization
Interest expense
Interest income
Dividend income
Total adjustments to reconcile profit (loss)
Changes in operating assets and liabilities:
Net changes in operating assets:
Notes receivable
Accounts receivable
Inventories
Prepayments and other current assets
Total changes in operating assets, net
Net changes in operating liabilities:
Notes payable
Accounts payable
Other payables
Provisions
Other current liabilities
Other non-current liabilities
Total changes in operating liabilities, net
Total changes in operating assets and liabilities, net
Total adjustments
Cash inflow (outflow) generated from operating activities
Interest received
Interest paid
Income taxes paid
Net cash flows from (used in) operating activities
Cash flows from (used in) investing activities:
Proceeds from disposal of financial assets at fair value through other comprehensive income
Acquisition of property, plant and equipment
Decrease (increase) in refundable deposits
Increase in other non-current assets
Net cash used in investing activities
Cash flows from (used in) financing activities:
Increase in short-term loans
Decrease in short-term loans
Proceeds from long-term debt
Increase (decrease) in guarantee deposits received
Payment of lease liabilities
Interest paid
Change in non-controlling interests
Net cash flows from (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes to consolidated financial statements.

For the six months ended June 30

2020 2019
(20,858) (47,160)
15,294 15,990
6,616 5,863
6,017 6,434

(147) (300)
(321) -
27459 27.987
() (173)
27,767 39,145
(27,026) (17,705)
4304 317
4,934 21.584
(172) (585)
(35,585) (2,253)
(9,017) (748)
92) (2,073)
3,322 8,530
(536) (1.424)
(42,080) 1447
(37.146) 23,031
(9.687) 51,018
(30,545) 3,858
147 300
(5,321) (5,320)
_(38) 7
(35.777) (1,259)
560 -
(1,825) (6,355)
68 (580)
(373) (12.384)
(1.570) (19.319)
65,000 65,000
(45,000) (65,000)
7,153 -
(93) 103
(8,086) (8,360)
(725) (1,115)
(8.147) -
10.102 (9372)
7410 (2.735)
(19,835) (32,685)
153465 154279
133.630 121,594




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

TWINHEAD INTERNATIONAL CORP. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
June 30, 2020 and 2019
(Expressed in Thousands of New Taiwan Dollar, Unless Otherwise Specified)

(1) Company history

TWINHEAD INTERNATIONAL CORP. (the Company) was incorporated on February 27, 1984, as a
company limited by shares under the laws of the Republic of China (ROC). The consolidated financial
statements comprise the Company and its subsidiaries (the Group) and the interests of the Group in
associate companies. The Group is mainly engaged in the design, manufacture, sale and development of
computers, computer components, peripherals, software, ASIC chips and workstations, and operation of
telecommunication-related business.

(2) Approval date and procedures of the consolidated financial statements

The consolidated financial statements were reported to the Board of Directors and issued on August 11,
2020.

(3) New standards, amendments and interpretations adopted:

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

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

Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendments to I[FRS 3 “Definition of a Business” January 1, 2020
Amendments to IFRS 9, IAS39 and IFRS7 “Interest Rate Benchmark Reform? January 1, 2020
Amendments to IAS 1 and IAS 8 “Definition of Material” January 1, 2020
Amendments to IFRS 16 “Covid-19-Related Rent Concessions” June 1, 2020

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

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

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

Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendments to IFRS 10 and TAS 28 “Sale or Contribution of Assets Between Effective date to
an Investor and Its Associate or Joint Venture” be determined
by IASB
IFRS 17 “Insurance Contracts” January 1, 2023
Amendments to IAS 1 “Classification of Liabilities as Current or Non-current”  January 1, 2023

(Continued)
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TWINHEAD INTERNATIONAL CORP. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Effective date
New, Revised or Amended Standards and Interpretations per IASB
Amendments to IAS 16 “Property, Plant and Equipment — Proceeds before January 1, 2022
Intended Use”
Amendments to IAS 37 “Onerous Contracts —Cost of Fulfilling a Contract” January 1, 2022
Annual Improvements to IFRS Standards 2018-2020 January 1, 2022
Amendments to IFRS 17 “Insurance Contracts” January 1, 2023

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

Summary of significant accounting policies

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

(a)

(b)

Statement of compliance

These consolidated financial statements have been prepared in accordance with the preparation and
guidelines of IAS 34 “Interim Financial Reporting” which are endorsed and issued into effect by
FSC and do not include all of the information required by the Regulations and International
Financial Reporting Standards, International Accounting Standards, IFRIC Interpretations and SIC
Interpretations endorsed and issued into effect by the FSC (hereinafter referred to IFRS endorsed by
the FSC) for a complete set of the annual consolidated financial statements.

Basis of consolidation

Principles of preparation of the consolidated financial statements are the same as those of the
consolidated financial statements for the year ended December 31, 2019. For the related information,
please refer to note 4(c) of the consolidated financial statements for the year ended December 31,
2019.

List of subsidiaries included in the consolidated financial statements:

Name of Percentage of ownership
June 30, December  June 30,
investor Name of investee Scope of business 20620 31,2019 2019 Remarks
The Company  Durabook Americas Inc. The trading of computers and 80.000 %  52.000 %  52.000 % Note 1
(Durabook) computer peripheral equipment
The Company Twinhead (Asia) Pte Ltd. Investment holding 100.060 % 100.000 % 100.000 % Note 2
(Twinhead (Asia))
The Company  Twintek International The trading of computers and - % 99974 %  99.974 % Notes 2
Corporation (Twintek) computer peripheral equipment and 3
The Company  Yu Feng Technology Co., The trading of computers and - %  99.975%  99.975 % Notes 2
Ltd. (Yu Feng) computer peripheral equipment and 4
Twinhead Twinhead Enterprises (BVI) Investment holding 100.000 % 100.000 % 100.000 % Note 2

(Asia) Pte Ltd.  Ltd.

(Continued)
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Name of Percentage of ownership
June 30, December June 30,
investor Name of investee Scope of business 2020 31,2019 2019 Remarks
Twinhead Twinhead Kunshan Sales and production of PDAs, 100.000 % 100.000 % 100.000 % Note 2
(Asia) Pte Ltd.  Technology Co., Ltd. calculators and their parts, and
(Twinhead Kunshan) computer keyboards
Twinhead Kunshan Lun Teng System  Import and export of computers, 100.000 % 100.000 % 100.000 % Note 2
(Asia) Pte Ltd.  Co., Ltd. (Kunshan Lun electronic components, and digital
Teng) cameras, and technical consultant
services

Note 1:  The Company acquired 269 thousand shares of Durabook for $8,128 thousand in February 2020, increasing
shareholding ratio from 52% to 80%.

Note 2:  Because they are non-significant subsidiaries, their financial statements were not reviewed by independent auditors.

Note 3:  The Company acquired 9 thousand shares of Twintek for $9 thousand in March 2020, increasing shareholding ratio
from 99.974% to 100%; the Board of Directors approved the Company to merge with Twintek on March 9, 2020, in
accordance with Corporate Merger and Acquisition Law.,

Note 4:  The Company acquired 10 thousand shares of Yu Feng for $10 thousand in March 2020, increasing shareholding ratio
from 99.975% to 100%; the Board of Directors approved the Company to merge with Yu Feng on March 9, 2020, in
accordance with Corporate Merger and Acquisition Law.

(c¢) Income tax

Tax expense in the consolidated financial statements is measured and disclosed according to
paragraph B12 of IAS 34 "Interim Financial Reporting".

Income tax expense for the period is best estimated by multiplying pretax income of the reporting
period by the effective annual tax rate which was forecasted by the management. The outcome is
then fully recognized as current tax expense.

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

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

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

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

(Continued)



(6)

11

TWINHEAD INTERNATIONAL CORP. AND SUBSIDIARIES
Notes to the Consolidated Financial Statements

Explanation of significant accounts

Except for the following disclosures, there is no significant difference as compared with those disclosed in
the consolidated financial statements for the year ended December 31, 2019. Please refer to note 6 of the
consolidated financial statements for the year ended December 31, 2019,

(a)

(b)

Cash and cash equivalents

December 31,

June 30, 2020 2019 June 30, 2019
Petty cash $ 321 262 277
Checking and savings deposits 133,309 153.203 121,317
Cash and cash equivalents per statements
of cash flows $ 133.630 153,465 121,594
Accounts receivable
December 31,
June 30, 2020 2019 June 30, 2019
Notes receivable $ 111 - 173
Accounts receivable 58,126 85,893 73,535
Less: loss allowance 889 899 932
$ 57,348 84,994 72,776

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

June 30, 2020
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 53,749 - -
1 to 30 days past due 4,298 - -
31 to 60 days past due 1 - -
61 to 90 days past due 189 - -
$ 58.237 -

(Continued)
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December 31,2019
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 78,277 - -
1 to 30 days past due 6,302 12.17% 766
31 to 60 days past due 949 4.72% 45
61 to 90 days past due 365 24.05% 88
$ 85.893 899
June 30, 2019
Weighted-
Gross carrying average loss Loss allowance
amount rate provision
Current $ 58,087 - -
1 to 30 days past due 15,052 3.05% 458
31 to 60 days past due 2 4.69% -
61 to 90 days past due 15 24.05% 4
91 to 180 days past due 552 85.01% 470
$ 73,708 932

The movement in the allowance for accounts receivable was as follows:

For the six months ended June 30

2020 2019
Beginning balance on January 1 $ 899 922
Foreign exchange (gain) losses 10 10
Ending balance on June 30 $ 889 932

The Group did not hold any collateral for the collectible amounts.
Inventories
The components of the Group's inventories were as follows:

December 31,

June 30, 2020 2019 June 30, 2019
Merchandise $ 12,578 5,549 2,474
Finished goods 49,152 54,125 44,211
Work in progress 23,803 6,139 51,936
Raw materials and supplies 144,530 134,706 140,825
Goods in transit 3,474 5,829 5,596
Total $ 233.537 206,348 245,042

(Continued)
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As of June 30, 2020, December 31 and June 30, 2019, the Group's inventories were not provided as
pledged assets.

Except for operating costs arising from the ordinary sale of inventories, other gains and losses
directly recorded under operating costs were as follows:

For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Loss on decline in market value of
inventory $ 616 2,097 920 2.746

Non-current financial assets at fair value through other comprehensive income

December 31,

: June 30, 2020 2019 June 30,2019
Equity investments at fair value through
other comprehensive income:
Unlisted stocks (domestic) $ 7,105 15,815 17,566
Unlisted stocks (overseas) 67 2,267 3,246
Total $ 7,172 18,082 20,812

(i) Equity investments at fair value through other comprehensive income

The Group designated the investments shown above as equity securities as at fair value
through other comprehensive income because these equity securities represent those
investments that the Group intends to hold for long-term for strategic purposes.

On June 17, 2020 and May 24, 2019, resolutions were approved during the sharcholders’
meeting of EUROC Venture Capital Corp. to reduce its capital by cash, resulting in the Group
to receive the refunds of $6,125 thousand and $4,619 thousand in July 2020 and 2019,
respectively. The dividend income from the company was recognized in other receivables,
which amounted to $321 thousand for the three months and the six months ended June 30,
2020.

In June 2020, the Group has sold parts of Ambicion Co., Ltd.'shares and all of Printec Japan
Co., Ltd.'shares, because the investee company acquired its own shares and the Group wanted
to activate its financial assets. The shares sold had a fair value of $560 thousand and the Group
realized a Joss of $2,540 thousand, which is already included in other comprehensive income.
The loss has been transferred to retained earnings.

(i1) For credit risk and market risk, please refer to note 6(r).

(iii) The Group did not hold any collateral for the collectible amounts.

(Continued)
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Property, plant and equipment

Other
Land Buildings Machinery  equipment Total
Carrying value:
January 1, 2020 S 107,832 169,694 5,002 12,157 294,685
June 30, 2020 S 107,832 167,933 4,416 10,627 290,808
January 1, 2019 b 107,832 174,153 3,528 13,027 298,540
June 30, 2019 $ 107,832 171,862 5,550 14,106 299,350

For the six months ended June 30, 2020 and 2019, the Group did not have any significant purchase,
disposal, or provision (reversal) of impairment on property, plant and equipment. For the
information on depreciation expenses for the three months ended June 30, 2020 and 2019 and the six
months ended June 30, 2020 and 2019, please refers to note 12; for pledged property, plant and
equipment, please refers to note 8; for other relative information, please refers to note 6(e) of the
consolidated financial statements for the year ended December 31, 2019.

Right-of-use assets

Transportation

Land Building equipment Total
Carrying value:
January 1, 2020 $ 10,444 64,166 2,350 76,960
June 30, 2020 $ 10,047 55,990 2,086 68,123
June 30, 2019 $ 11,114 79,429 2,615 93,158

For the six months ended June 30, 2020 and 2019, the Group did not have any significant purchase,
disposal, or provision (reversal) of impairment on right-of-use assets. For the information on
depreciation expenses of right-of-use assets for the three months ended June 30, 2020 and 2019 and
the six months ended June 30, 2020 and 2019, please refers to note 12; for other relative
information, please refers to note 6(f) of the consolidated financial statements for the year ended
December 31, 2019.

Investment property

For the six months ended June 30, 2020 and 2019, the Group did not have any significant purchase,
disposal, or provision (reversal) of impairment on investment properties. For the information on
depreciation expenses of investment property for the three months ended June 30, 2020 and 2019
and the six months ended June 30, 2020 and 2019, please refers to note 12; for pledged investment
properties, please refers to note 8; for other related information, please refers to note 6(g) of the
consolidated financial statements for the year ended December 31, 2019.

The fair value of the Group's investment properties does not significantly differ from the information
disclosed in note 6(g) of the consolidated financial statements for the year ended December 31,
2019.

(Continued)
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(h) Long-term and short-term loans

The details of the Group's long-term and short-term borrowings were as follows:

()

(i)

(iii)

Short-term loans

June 30, 2020
Range of interest Year of
Currency rates (%) maturity Amount
Unsecured loans TWD 1.57~2.01 2020 $ 290,000
Secured bank loans TWD 1.41~1.55 2020~2021 320,000
Total $_ 610,000

December 31, 2019
Range of interest Year of

Currency rates (%) maturity Amount
Unsecured loans TWD 1.82~2.00 2020 $ 270,000
Secured bank loans TWD 1.66~1.80 2020 320,000
Total $__ 590,000

June 30, 2019
Range of interest  Year of

Currency rates (%) maturity Amount
Unsecured loans TWD 1.82~2.00 2019 $ 270,000
Secured bank loans TWD 1.66~1.80 2019~2020 320,000
Total $__ 590,000

As of June 30, 2020, December 31 and June 30, 2019, the unused credit facilities amounted to
$493,920 thousand, $515,320 thousand and $489,640 thousand, respectively.

Long-term loans

June 30, 2020
Range of interest Year of

Currency rates (%) maturity  Amount
Unsecured loans UsD 1.00 2022 § 7,153

Collateral of loans

The Group has pledged certain assets against the loans; please refers to note 8 for additional
information.

(Continued)
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Lease liabilities
The Group's lease liabilities were as follow:

December 31,

June 30,2020 2019 June 30, 2019
Current S 16,308 15,978 17.470
Non-current $ 42,413 50,932 65,066

For the maturity analysis, please refer to note 6(r) financial instruments.

The amounts recognized in profit or loss were as follows:

For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Interest on lease liabilities $ 346 547 725 1,115
Expenses relating to leases of low-value
assets, excluding short-term leases of
low-value assets S 105 144 251 201

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

For the six months ended June 30
2020 2019
Total cash outflow for leases S 9,062 9,676

(i) Real estate leases

The Group leases land and buildings for its office space. The leases of its office space typically
run for a period of 5 to 7 years. Some leases include an option to renew the lease for an
additional period of the same duration after the end of the contract term.

(ii) Other leases

The Group leases vehicles, with lease terms of five years. The Group has options to purchase
the assets at the end of the contract term.

The Group also leases office and dormitory with contract terms of 1 to 2 years. These leases
are leases of low-value items. The Group has elected not to recognize right-of-use assets and
lease liabilities for these leases.

Operating leases

The Group leases out its investment property. The Group has classified these leases as operating
leases, because it does not transfer substantially all of the risks and rewards incidental to the
ownership of the assets. Please refer to note 6(g) sets out information about the operating leases of
investment property.

(Continued)
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A maturity analysis of lease payments, showing the undiscounted lease payments to be received after
the reporting date is as follows:

December 31,

June 30, 2020 2019 June 30, 2019
Less than one year $ 21,298 24,757 25,053
One to two years 2,925 12,399 22,091
Two to three years - - 2,925
Total undiscounted lease payments $ 24,223 37,156 50,069
Employee benefits

The Group recognized pension costs of the defined contribution plans in profit or loss as follows:

For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Operating costs $ 367 359 739 705
Operating expenses 1,347 1,717 2,708 3.402
Total S 1,714 2,076 3,447 4,107

For other relative information, please refers to note 6(1) to the consolidated financial statements for
the year ended December 31, 2019.

Income tax

Income tax expense was best estimated by multiplying pretax loss for the interim reporting period by
the effective tax rate which was forecasted by the management.

The Group's income tax expense (benefit) is as follows:

For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Current income tax expense (benefit)
Current period $ 30 - 30 -
Adjustment for prior periods 8 (36) 8 (36)
Income tax expense (benefit) on
continuing operations $ 38 36) 38 36)

The ROC income tax authorities have examined the Company's income tax returns for all years
through 2017.

(Continued)
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(m) Capital and other equity

As of June 30, 2020, December 31 and June 30, 2019, the total value of authorized ordinary shares
amounted to $7,000,000 thousand, with par value of $10 per share. The number of authorized shares
included ordinary shares and preferred shares, of which 195,924 thousand, 198,931 thousand and
198,931 thousand ordinary shares were issued, respectively. In addition, 8 thousand preferred shares
were issued. All issued capital was fully paid in. The preferred shares were classified under equity.

For the six months ended June 30, 2020 and 2019, the reconciliation of outstanding shares of the
Company was as follows:

(Express in thousand shares)

Ordinary shares Preferred shares
2020 2019 2020 2019
Beginning balance on January 1 198,931 198,931 8 8
Retirement of treasury shares (3.007) - - -
Ending balance on June 30 195,924 198,931 8 8

(i)  Capital stock

According to the Company's articles of incorporation, the rights and obligations of the 20%
cumulative convertible preferred stockholders are as follows:

1)  Annual earnings, after making up accumulated deficits and appropriating legal reserve,
are distributed, at 20% of par value, as dividends and bonus to the cumulative convertible
preferred stockholders.

2)  Dividends and bonus are paid annually after being approved and declared in the annual
common stockholders' meeting. Dividends are calculated based on the prior year's days
outstanding; however, upon conversion of their preferred stock into common stock, the
cumulative convertible preferred stockholders waive their rights to the current year's
profit distribution.

3) Dividends and bonus in arrears must be made up in a later year before profits are
distributed to common stockholders. Upon conversion of preferred stock into common
stock, dividends and bonus in arrears should be paid in full, and a cumulative convertible
preferred stockholder is precluded from sharing in the prior years' profit distribution with
the common stockholders. Except for the differences in dividend distribution, a 20%
cumulative convertible preferred stockholder shares the same rights or obligations as the
common stockholders.

4)  One year after issuance, the cumulative convertible preferred stockholders may, at their
option, in June of every year, exchange their convertible preferred shares for common
shares at a 1:1 ratio.

(Continued)
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5) A cumulative convertible preferred stockholder has a higher claim than the common
stockholders to the remaining assets in the event of the Company's liquidation, and is
limited to the issuance amount of the cumulative convertible preferred stock. Unless
otherwise stipulated in the articles of incorporation, a cumulative preferred stockholder
has no other rights or obligations.

6)  The Board of Directors approved the Company to reduce the number of ordinary shares
on March 9, 2020, through retirement of treasury stock, amounting to 3,007 thousand
shares.

Retained earnings — Distribution of retained earnings

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

The remainder can be distributed as dividends in consideration of the overall industry
circumstances, the Company's financial structure, and the investors' best interests, but at least
50% of the remainder should be distributed. Such distribution, considering the capital surplus,
retained earnings, future profitability, and maintenance of the dividend distribution level, shall
be no more than 40% in cash and the rest in stock dividends.

As of December 31, 2019 and 2018, the Company had incurred accumulated deficits.
Therefore, no dividends were distributed. Related information would be available at the
Market Observation Post System Website.

The Company's accumulated undistributed preferred stock dividend of $403 thousand, $395
thousand and $386 thousand as of June 30, 2020, December 31 and June 30, 2019,
respectively, will be recognized and distributed if approved in the shareholders' meeting.

Treasury stock

The Board of Directors approved the Company to merge with its subsidiaries (Twintek and Yu
Feng) on March 9, 2020, in accordance with Corporate Merger and Acquisition Law. Because
of the merger, the Company retired 3,007 thousand shares of treasury stocks, which had been
held by its subsidiaries.

As of December 31 and June 30, 2019, the subsidiaries of the Company both held 3,007
thousand shares of common stock of the Company. The shares held by the subsidiaries,
recorded under treasury stock, were due to the conversion of the Company's convertible bonds
which were purchased by the subsidiaries of the Company in prior years. For the six months
ended June 30, 2019, none of the Company's share hold by its subsidiaries were sold. As of
December 31 and June 30, 2019, the market value of the Company's shares held by the
subsidiaries amounted to $6,466 thousand and $7,518 thousand, respectively.

(Continued)
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Shares owned by the Company's subsidiaries were treated as treasury stock. The details are as

follows:

Twintek International Corporation
Yu Feng Technology Co., Ltd.

Other equities (net of tax)

Balance at January 1, 2020

Foreign exchange differences
arising from foreign operation

Unrealized losses from financial
assets measured at fair value
through other comprehensive
income

Disposal of equity investments at
fair value through other
comprehensive income

Balance at June 30, 2020

Balance at January 1, 2019

Foreign exchange differences
arising from foreign operation

Unrealized losses from financial
assets measured at fair value
through other comprehensive
income

Balance at June 30, 2019

December 31,

June 30, 2020 2019 June 30,2019
$ - 103,259 103,259
- 98,800 98.800
S - 202.059 202,059
Unrealized
gains (losses)
from financial
assets
Exchange measured at
differences on fair value
translation of through other
foreign financial comprehensive
statements income Total
$ 37,576 (15,118) 22,458
7,150 - 7,150
- (4,225) (4,225)
- 2.540 2.540
$ 44,726 (16.803) 27,923
$ 29,143 (10,634) 18,509
(1,905) - (1,905)
- (1,754) (1.754)
S 27,238 (12,388) 14.850

(Continued)
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Earnings per share

The calculations of the Company's basic earnings per share and diluted earnings per share were as
follows:

(i) Basic earnings per share

For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Net loss of the Company $ (7,.827) (21,163) (17,081) (34,750)
Dividends on non-redeemable
preferred shares (4) (4) (8) (8)

Net loss attributable to common
shareholders of the Company $ (7,.831) (21,167) ___ (17,089) (34,758)

Weighted-average number of
common shares 195,924 195,924 195,924 195.924

Basic earnings per share (in NTD)  § (0.04) (0.11) (0.09) (0.18)

(ii) Diluted earnings per share

Due to the anti-dilutive effect, the Company's preferred shares was not included in the
weighted-average number of shares outstanding for the calculation of diluted earnings per
share.

Revenue from contracts with customers — disaggregation of revenue

For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Primary geographical markets:

United States $ 55,090 51,476 106,329 110,752
Taiwan 48,792 33,396 94,561 60,590
Germany 26,293 26,312 61,715 70,872
France 8,360 10,040 20,256 20,381
Others 45,332 43,591 75.954 89.056

$  183.867 164,815 358,815 351,651

Major products/services lines:

Laptop $ 116,116 110,793 228,669 243,296
Mainboard 41,950 38,106 78,908 66,159
Sales of Materials and others 25,801 15.916 51,238 42.196

$ 183,867 164,815 358.815 351,651

(Continued)
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Employee compensation and directors' and supervisors' remuneration

In accordance with the Articles of incorporation the Company should contribute no less than 10% of
the profit as employee compensation and less than 2% as directors' and supervisors' remuneration
when there is profit for the year. However, if the Company has accumulated deficits, the profit
should be reserved to offset the deficit. The amount of remuneration of each director and supervisor
and of compensation for employees entitled to receive the abovementioned employee compensation
is approved by the Board of Directors. The recipients of shares and cash may include the employees
of the Company's controlling or affiliated companies who meet certain conditions.

As of June 30, 2020, December 31 and June 30, 2019, the Company had incurred accumulated
deficits. Therefore, no remuneration to employees, as well as directors and supervisors were accrued
by the Company. Related information would be available at the Market Observation Post System
Website.

Non-operating income and expenses
(i) Interest income

The details of the Group's interest income were as follows:

For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Interest income from bank deposits  $ 91 217 147 300
(ii) Other income
For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Rental income $ 6,871 7,157 13,823 14,401
Dividend income 321 - 321 -
Others 414 396 1,050 934
Total other income S 7,606 7,553 15,194 15,335
(iii) Other gains and losses
For the three months For the six months
ended June 30 ended June 30
2020 2019 2020 2019
Foreign exchange gains (losses) $ (8,411) (2,629) (8,587) 4,590
Others (671) (696) (1,348) (1,393)
Other gains and Josses, net h) (9,082) (3.325) (9.935) 3,197

(Continued)
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(iv) Finance costs

For the three months

For the six months

Interest expense $

ended June 30 ended June 30
2020 2019 2020 2019
(2,884) (3.217) (6,017) (6,434)

Financial instruments

Except as noted below, there were no significant changes in the Group's exposure to credit risk due
to financial instruments. Please refer to note 6(s) of the consolidated financial statements for the year

ended December 31, 2019.

(i) Liquidity risk

The following are the contractual maturities of financial liabilities, including estimated interest
payments but excluding the impact of netting agreements.

Carrying Contractual Less than 1 More than §
amount cash flows year 1-2 years 2-5 years years
June 30, 2020
Non-derivative financial liabilities
Secured bank loan $ 320,000 320,678 320,678 - - -
Unsecured bank loan 297,153 298,184 290,972 7,212 - -
Notes payable 164 164 164 - - -
Accounts payable 94,126 94,126 94,126 - - -
Other payables 41,814 41,814 41,814 - - -
Lease liabilities 58,721 61,119 17,461 17,461 26,197 -
Guarantee deposits received 6,655 6,655 4,238 2,417 - -
Preferred shares (including 84 487 487 - - -
preferred shares dividends)
S 818,717 823,227 769,940 27,090 26,197 -
December 31, 2019
Non-derivative financial liabilities
Secured bank loan $ 320,000 321,036 321,036 - - -
Unsecured bank loan 270,000 271,976 271,976 - - -
Notes payable 336 336 336 - - -
Accounts payable 129,711 129,711 129,711 - - -
Other payables 50,860 50,860 50,860 - - -
Lease liabilities 66,910 70,043 17,328 17,495 35,220 -
Guarantee deposits received 6,748 6,748 - 6,648 100 -
Preferred shares (including 84 479 479 - - -
preferred shares dividends)
$ 844,649 851,189 791,726 24,143 35,320 -

(Continued)
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Carrying Contractual Less than : More than 5
amount cash flows year 1-2 years 2-S years years
June 30, 2019
Non-derivative financial liabilities
Secured bank loan $ 320,000 321,352 321,352 - - -
Unsecured bank loan 270,000 270,736 270,736 - - -
Notes payable 7 7 7 - -
Accounts payable 105,576 105,576 105,576 - - -
Other payables 47,349 47,349 47,349 - - -
Lease liabilities 82,536 87,584 19,411 19,411 48,762
Guarantee deposits received 6,929 6,929 4,512 2,417 -
Preferred shares (including 84 470 470 - -
preferred shares dividends)
$ 832,481 840,003 764,901 23,923 51,179 -

The Group does not expect that the cash flows included in the maturity analysis would

significantly earlier or at significantly different amounts.

Currency risk

1)  Exposure to foreign currency risk

occur

The Group's financial assets and financial liabilities exposed to significant currency risk

were as follows:

Foreign
currency

Exchange

rate

TWD

June 30, 2020
Financial assets:
Monetary assets:
uUsSD $
Financial liabilities:
Monetary liabilities:
UsSh $
December 31,2019
Financial assets:
Monetary assets:
USD $
Financial liabilities:
Monetary liabilities:
USD $

16,620

1,617

17,662

2,068

29.63

29.63

29.98

29.98

492,451

47,912

529,507

61,999
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Foreign Exchange
currency rate TWD

June 30, 2019
Financial assets:
Monetary assets:
USD $ 15,462 31.06 480,250
Financial liabilities:
Monetary liabilities:
USD $ 1,618 31.06 50,255

2)  Sensitivity analysis

The Group's exposure to foreign currency risk arose from cash and cash equivalents,
accounts receivable, accounts payable and other payables that were denominated in
foreign currencies. 1% appreciation (depreciation) of the TWD against the USD as of
June 30, 2020 and 2019, with all other variable factors remaining constant, would have
increased (decreased) the net loss before tax by $4,445 thousand and $4,300 thousand,
respectively. The analysis was performed on the same basis for both periods with all
other variable factors remaining constant, gains.

3) Foreign exchange gain and loss on monetary item

Due to the numerous types of functional currency of the Group, the Group aggregately
discloses its exchange gains and losses on monetary items. The Group's exchange gains
(losses), including realized and unrealized, were $(8,411) thousand, $(2,629) thousand,
$(8,587) thousand and $4,590 thousand for the three months and six months ended June
30, 2020 and 2019, respectively.

Interest rate risk analysis

Please refer to the notes on liquidity risk management for the interest rate exposure of the
Group's financial assets and liabilities.

The following sensitivity analysis is based on the risk exposure to interest rates of the
derivative and non-derivative financial instruments on the reporting date. For floating-rate
instruments, the sensitivity analysis assumes the liabilities with a floating rate as of the
reporting date are outstanding for the whole year.

If the interest rate had increased/decreased by 1%, the Group's net loss before tax would have
both increased/decreased by $3,086 thousand and $2,950 thousand for the six months ended
June 30, 2020 and 2019, respectively, with all other variable factors remaining constant. This
is mainly due to the Group's borrowing at fioating rates.

(Continued)
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(iv) Fair value

1)

Categories and fair value of financial instruments

The carrying amount and fair value of the Group’s financial assets and liabilities were as
follows; however, except for the followings, the carrying amounts of the Group's
financial assets and liabilities are valuated approximately to their fair value. No
additional fair value disclosure is required in accordance to the regulations:

June 30, 2020
Carrying Fair value
amount Level 1 Level 2 Level 3 Total
Financial assets at fair value
through other
comprehensive income
Unlisted stocks (domestic) $ 7,105 - - 7,105 7,105
Unlisted stocks (overseas) 67 - - 67 67
Subtotal 7,172 - - 7,172 7,172
Financial assets measured at
amortized cost
Cash and cash equivalents 133,630 - - - -
Notes and accounts
receivable 57,348 - - - -
Other receivables 6,446 - - - -
Refundable deposits 7.151 - - - -
Subtotal 204,575 - - - -
Total $ 211,747 - - 7,172 7,172

Financial liabilities measured
at amortized cost

Bank borrowings $ 617,153 - - - -
Notes and accounts

payable 94,290 - - - -
Other payables 41,814 - - - _
Lease liabilities 58,721 - - - -
Guarantee deposits

received 6,655 - - - -
Preferred shares 84 - - - -
Total $ 818,717 - - - -

(Continued)
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December 31, 2019
Carrying Fair value
amount Level 1 Level 2 Level 3 Total
Financial assets at fair value
through other
comprehensive income
Unlisted stocks (domestic) $ 15,815 - - 15,815 15,815
Unlisted stocks (overseas) 2,267 - - 2,267 2,267
Subtotal 18,082 - - 18,082 18,082
Financial assets measured at
amortized cost
Cash and cash equivalents 153,465 - - - -
Accounts receivable 84,994 - - - -
Refundable deposits 7,237 - - - -
Subtotal 245,696 - - - -
Total $ 263,778 - - 18,082 18,082

Financial liabilities measured
at amortized cost

Bank borrowings $ 590,000 - - - -
Notes and accounts

payable 130,047 - - - -
Other payables 50,860 - - - -
Lease liabilities 66,910 - - - -
Guarantee deposits

received 6,748 - - - -
Preferred shares 84 - - - -
Total S 844,649 - - - -

(Continued)
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June 30, 2019

Carrying Fair value
amount Level 1 Level 2 Level 3 Total
Financial assets at fair value
through other
comprehensive income
Unlisted stocks (domestic) $ 17,566 - - 17,566 17,566
Unlisted stocks (overseas) 3,246 - - 3,246 3.246
Subtotal 20,812 - - 20,812 20,812
Financial assets measured at
amortized cost
Cash and cash equivalents 121,594 - - - -
Notes and accounts
receivable 72,776 - - - -
Other receivables 4,619 - - - -
Refundable deposits 7,618 - - - -
Subtotal 206,607 - - - -
Total $ 227,419 - - 20,812 20,812
Financial liabilities measured
at amortized cost
Bank borrowings $ 590,000 - - - -
Notes and accounts
payable 105,583 - - - -
Other payables 47,349 - - - -
Lease liabilities 82,536 - - - -
Guarantee deposits
received 6,929 - - - -
Preferred shares 84 - - - -
Total $ 832,481 - - - -

Valuation techniques for financial instruments measured at fair value— Non-derivative
financial instruments

If there are quoted prices in active markets for financial instruments, the fair value of
those prices may be based on the quoted market prices. The market prices announced by
Securities Exchange and Over the Counter are the benchmarks used for the fair value of
equity instruments and liability instruments traded in active markets.

If the quoted prices from stock exchanges, brokers, underwriters, industry associations,
pricing agencies or authorities are timely and frequently, and that the price fairly presents
the market transaction, the financial instrument is regarded to have a quoted price in an
active market. If the aforementioned conditions are not fulfilled, the market is regarded
as inactive. Generally, large or significantly widen bid-ask spread, or significantly low
trading volume are indications of an inactive market.

(Continued)
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If the financial instrument held by the Group is an equity investment without an active
market, its fair value will have to be derived using the market approach. The fair value
can be estimated based on the valuation of the comparable company and the quoted price
provided by third parties, as well as the equity value of the comparable company and its
operating performances. Whereas the liquidity discount is a significant unobservable
input in valuing equity investment, its potential changes will not cause material impact
on financial figures, and therefore, its quantitative information need not be disclosed.

Reconciliation of Level 3 fair values

Fair value
through other
comprehensive

income
Unquoted equity
instruments
Balance at January 1, 2020 $ 18,082
Total loss recognized:

In other comprehensive income (4,225)
Return of capital for the period (6,125)
Disposal (560)
Balance at June 30, 2020 S 7,172
Balance at January 1, 2019 $ 27,185
Total loss recognized:

In other comprehensive income (1,754)
Return of capital for the period (4,619)
Balance at June 30, 2019 $ 20,812

The aforementioned total loss was included in unrealized gains and losses from financial
assets fair value through other comprehensive income.

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

Quantified information of significant unobservable inputs was as follows:

Inter-relationship
between significant
unobservable inputs

Valuation Significant and fair value
Item technique unobservable inputs measurement
Financial assets at Comparative - Multiplier of price-to- The estimated fair
fair value through listed company book ratio (As of value would
other June 30, 2020, increase (decrease)
comprehensive December 31 and if
income — equity June 30, 2019 was - the multiplier
investments 0.08~0.99, 1.07~2.58 were higher
without an active and 0.97~3.42, (lower)
market respectively.) . the market
Market illiquidity illiquidity
discount rate (As of discount were
June 30, 2020, lower (higher)
December 31 and
June 30, 2019 were
20%)

Fair value measurements in Level 3 — sensitivity analysis of reasonably possible
alternative assumptions.

The Group's measurement of the fair value of financial instruments is reasonable, but the
use of different evaluation models or parameters may result in different results. For fair
value measurements in Level 3, changing one or more of the assumptions would have the
following effects on profit or loss and other comprehensive income:

Other comprehensive income

Input Assumptions Favorable Unfavorable
June 30, 2020
Financial assets fair value through other
comprehensive income
Equity investments without an active =~ Market liquidity 5% $ 448 (448)
market discount at 20%
December 31, 2019
Financial assets fair value through other
comprehensive income
Equity investments without an active ~ Market liquidity 5% 1,130 (1,130)
market discount at 20%
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Other comprehensive income

Input Assumptions Favorable Unfavorable
June 30,2019
Financial assets fair value through other
comprehensive income
Equity investments without an active ~ Market liquidity 5% 1,301 (1,301)
market discount at 20%

The favorable and unfavorable effects represent the changes in fair value, and fair value
is based on a variety of unobservable inputs calculated using a valuation technique.

Financial risk management

The objectives and policies of the Group's financial risk management are the same as these in note
6(t) of the consolidated financial statements for the year ended December 31, 2019,

Capital management

The objectives, policies, and procedures of the Group's capital management are the same as those in
the consolidated financial statements for the year ended December 31, 2019. There were no material
changes in the Group's quantitative information from that disclosed in the consolidated financial
statements for the year ended December 31, 2019. For further information, please refer to note 6(u)
to the consolidated financial statements for the year ended December 31, 2019.

Investing and financing activities not affecting current cash flow

For the six months ended June 30, 2020 and 2019, the reconciliation of liabilities arising from
financing activities was as follows:

Non-cash changes

Foreign
January 1, exchange June 30,
2020 Cash flows movement Other 2020
Long-term borrowings (including current
portion) $ - 7,153 - - 7,153
Short-term borrowings 590,000 20,000 - - 610,000
Lease liabilities 66,910 (8,086) (103) - 58,721
Total liabilities from financing activities $ 656,910 19,067 (103) - 675,874
Non-cash changes
Foreign
January 1, exchange June 30,
2019 Cash flows movement Other 2019
Short-term borrowings $ 590,000 - - - 590,000
Lease liabilities 88,061 (8,360) 194 2,641 82,536
Total liabilities from financing activities $ 678,061 (8,360) 194 2,641 672,536

(Continued)
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Related-party transactions

The compensation of the key management personnel comprised the following:

For the three months

32

For the six months

ended June 30 ended June 30
2020 2019 2020 2019

Short-term employee benefits $ 3,851 3,908 8,096 7,982
Post-employment benefits 54 54 108 108

$ 3.905 3,962 8,204 8,090
Pledged assets
The carrying values of pledged assets were as follows:

December 31,

Pledged assets Object June 30, 2020 2019 June 30,2019
Land Short-term borrowings  $ 107,832 107,832 107,832
Buildings Short-term borrowings 166,679 168,907 171,135
Investment property  Short-term borrowings 144,869 145.570 146,272

$ 419,380 422,309 425,239

Commitments and contingencies: None.

Losses Due to Major Disasters: None.

Subsequent Events: None.

Other
(a) The employee benefit expenses, depreciation, and amortization, categorized by function, were as
follows:
By function| Three months ended June 30, 2020 Three months ended June 30, 2019
Operating | Operating Operating | Operating
By nature costs expenses Total costs expenses Total
[Employee benefits
Salary 6,285 32,934 39,219 6,529 37,555 44,084
Labor and health insurance 693 2,554 3,247 694 2,761 3,455
Pension 367 1,347 1,714 359 1,717 2,076
Remuneration of directors - 520 520 - 558 558
Others 451 831 1,282 429 1,009 1,438
[Depreciation (note) 1,191 5,710 6,901 1,173 6,140 7,313
ortization 3.495 3,495 - 2,994 2,994
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By function|

Six months ended June 30, 2020

Six months ended June 30, 2019

Operating | Operating Operating | Operating
By nature costs expenses Total costs expenses Total
Employee benefits
Salary 13,382 67,369 80,751 15,426 83,235 98,661
Labor and health insurance 1,399 5,388 6,787 1,603 6,054 7,657
Pension 739 2,708 3,447 705 3,402 4,107
Remuneration of directors - 1,145 1,145 - 1,116 1,116
Others 868 1,660 2,528 814 1,860 2,674
Depreciation (note) 2,378 11,569 13,947 2,347 12,250 14,597
IAmortization - 6,616 6,616 - 5,863 5,863

Note: Excluding depreciation expenses for investment property recognized under other income and expenses
amounted to $670 thousand, $696 thousand, $1,347 thousand and $1,393 thousand for the three months
and six months ended June 30, 2020 and 2019, respectively.

Seasonality or cyclicality of interim operations

The business of the Group is neither seasonal nor cyclical.

(Continued)
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(13) Other disclosures

(2

Information on significant transactions:

The following is the information on significant transactions required by the "Regulations Governing the Preparation of Financial
Reports by Securities Issuers" for the Group for the six months ended June 30, 2020:

Q)
(i)
(iii)

(iv)

$9)
(vi)
(vii)

(viii)

(ix)

Loans extended to other parties: None.
Guarantees and endorsements for other parties: None.

Securities held as of June 30, 2020 (excluding investment in subsidiaries, associates and joint ventures):

{in Thousands of New Taiwan Dollars / in thousands of sharers)

Nature and name | Relationship Ending balance
Name of holder with the Account name Number of Book Holding Market |Remarks
of security security issuer shares value percentage value
The Company [EUROC Venture - on-current financial assets at fair value 612 7,105 10.000 % 7.105
Capita! Corp. through other comprehensive income
The Company 11, Inc. - on-current financial assets at fair value 400 - 2125 % - Note 1
through profit or loss
iThe Company ITrigem Computer - [Non-current financial assets at fair value - - 0.006 % - Note 1
linc. through profit or loss
The Company Ambicion Co., Ltd. - INon-current financial assets at fair value 1 67 0.691 % 67

through other comprehensive income

'The Company Adolite Inc. - on-current financial assets at fair value 400 - 0.535 % - Note 1
through other comprehensive income

Note 1:  The securities were written down due to impairment loss.

Accumulated holding amount of a single security in excess of NT$300 million or 20% of the Company's issued share
capital: None.

Acquisition of real estate in excess of NT$300 million or 20% of the Company's issued share capital: None.

Disposal of real estate in excess of NT$300 million or 20% of the Company's issued share capital: None.

Sales to and purchases from related parties in excess of $100 million or 20% of the Company's issued share capital: None.
Receivables from related parties in excess of NT$100 million or 20% of the Company's issued share capital:

(in Thousands of New Taiwan Dollars)

Name of Balance of Turnover Overdue amount Amounts received|Allowances
Counter-party |Relationship| receivables from in subsequent for bad
related party related party rate Amount Action taken period (Note 2) debts
(Notes 1, 3 and 4)
[The Company [Twinhead Kunshan [Indirect 348,775 - 348,775 [The receivable has been - -
Technology Co.,  [subsidiary (Note 3) (Note 3)  ftraced and recognized
[Ltd. as long-term accounts
receivable

Note 1: Includes the amount recorded under long-term accounts receivables.
Note 2: Until August 11, 2020.

Note 3:  As of June 30, 2020, the Company’s accounts receivable and accounts payable of $462,902 thousand and $114,127 thousand, respectively,
were derived from the purchasing of supplies on behalf of, and the purchasing of goods from, Twinhead Kunshan, resulting in the net accounts
receivable to be $348,775 thousand.

Note 4: The transactions within the Group were eliminated in the consolidated financial statements.

Information regarding trading in derivative financial instruments: None.
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(x) Business relationships and significant intercompany transactions:

(in Thousands of New Taiwan Dollars)

Existing Transaction details
No. Name of Name of counter- | relationship Percentage of the
(Note 1)| company party with the Amount . total consolidated
counter-party Account name (Note 5) Trading terms revenue or total
(Note 2) assets
0  [The Company [Durabook 1 Sales revenue 22,329 [The transaction is not 6.22 %
significantly different from
normal transactions
0  |The Company P(unshan Lun Teng 1 Sales revenue 24,412 [The transaction is not 6.80 %
significantly different from
normal transactions
0  [The Company [Durabook 1 Accounts receivable 33.694 |The receivables can be offset 3.08 %
—related parties (Note 3)  |with accounts payable from
purchase or be O/A 60 to 180
days
0 [The Company [Kunshan Lun Teng 1 Accounts receivable 12,942 [The receivables can be offset 1.18 %
—related parties with accounts payable from
purchase or be O/A 60 to 180
days
0 [The Company [Twinhead Kunshan 1 [ ong-term accounts 72,289 |The receivables can be offset 6.62 %
receivable —related (Note 4)  [with accounts payable from
parties purchase or be O/A 60 to 180
days
Note 1: Company numbering is as follows:
(1) Parent company is 0.
(2) Subsidiary starts from 1.
Note 2: The number of the relationship with the transaction counterparty represents the following:
(1) 1 represents downstream transactions.
(2) 2 represents upstream transactions.
(3) 3 represents sidestream transactions.

Note 3: As of June 30, 2020, the Company’s account receivable of $85,018 thousand and $77 thousand, respectively, were derived from the sales of
goods to, and the purchasing of goods from, Durabook, resulting in the net account receivable to be $84,941 thousand, which was offset
against the investment of $51,247 thousand, accounted for using the equity method of Durabook.

Note 4: As of June 30, 2020, the Company’s accounts receivable and accounts payable of $462,902 thousand and $114,127 thousand, respectively,
were derived from the purchasing of supplies on behalf of, and the purchasing of goods from, Twinhead Kunshan, resulting in the net accounts
receivable to be $348,775 thousand, which was offset against the investment of $276,486 thousand, accounted for using the equity method of
Twinhead Kunshan.

Note 5: The transactions within the Group were eliminated in the consolidated financial statements.

Information on investees:

The following is the information on investees for the six months ended June 30, 2020 (excluding information on investees in

Mainland China):
(in Thousands of New Taiwan Dollars / in Thousands of shares’
Name of Name of Original cost Ending balance Net income | Investment
investor investee Location Scope of business June 30, 2020 December 31, Shares Percentage | Book value (loss) of income Remarks
2019 of hi investee (osses)
[The Company [Durabook US.A he trading of computers and computer 73,442 53,079 769 80 000 % - (16,016 (11,088)(Subsidiary (note 2)
peripheral equipment (note 3)
[The Company [Twinhead (Asia) [Singapore Investment holding 539,919 539,919 5872 100.000 % - 1,574 1,574 [Subsidiary (notes 2
(note 4) land 7)
[The Company [Twintek [Faiwan {The trading of computers and computer - 328,533 - - % - (728 (728)iSubsidiary (notes 2, 5
{peripheral equipment jand 7)
IThe Company [Yu Feng [Taiwan [The trading of computers and computer - 397,900 - - % - (547 (547)|Subsidiary (notes 2, 6
peripheral equipment jand 7)
[Twintek [Durabook U.S.A [The trading of computers and computer - 42,463 - - % - {16,016 (647)Notes 2 and 5
peripheral equipment
[Yu Feng IDurabook USA {The trading of computers and computer - 25,803 - - %4 - (16,016, (466)iNotes 2 and 6
[peripheral equipment
Twinhead (Asia)  [Twinhead Enterprises{British Virgin |Investment holding 1,388 1,388 50| 100.000 % 1,340 (61 {61)|Indirect subsidiary
(BVI) Ltd slands (notes 2 and 7)

Note I: The exchange rate as of June 30, 2020: USD1=TWD29.63

Note 2: The transactions within the Group were
Note 3: Please refer to note 13(a)(x) note 3

din the 4 financial
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note 13(a)(x) note 4.
note 4(b) note 3
note 4(b) note 4

The amounts of investment income (Ioss), were recognized under the equity method based the financial statements which were not reviewed by the auditors of the Company.

Information on investment in mainland China:

®

The names of investees in Mainland China, the main businesses and products, and other information:

(in Thousands of New Taiwan Dolars / in thousands of USD
Name of Method of | Cumulative Investment flow during Cumulative Net income | Direct/ | Investment Book A d
investec Scope of business Issued capital [investment investment cwyrent period investment (losses) of | indirect income value remittance of
in Mainland (Note 1) {amount) from i iation| (amount} from investee |investment| (losses} (Notejas of June 30,[ earnings in
China Taiwan as of amount amount Taiwan as of holding 2) 2020 current
January 1, 2020 June 30, 2020 percentage period
\Twinhead Kunshan [Sales and production of PDAs, 370,375 2) 370,375 - - 370,375 1,254] 100.00 % 1,254 (288,345)| -
calculators and their parts, and (USD12,500, (USD12,500) (USD12,500)|
computer keyboards
[Twinhead Instaliation and sales of laptop parts 118,520 2) 59,260 - - 59,260 - - % - - -
oot - sales and producti (USD4,000 (USD2,000) (USD2,000)
[Technology Jof related software
[Limited Corp
[Kunshan Lun Teng [impert and export of computers, 6,222 [&)] 6.322 - - 6,222 550} 10000% 550 13,356 -
lelectronic components, and digital (USD210, (USD210) (USD210)
lcameras, and technical consuhiant
[services
Note 1:  The method of investment is divided into the following four categories:
() R from third 1o invest in Maintand China (Through Twinhead (Asia) Ptd Ltd invest in Mainland china)
{2) Through transferring the investment to third-region exisling companies then investing in Mainland China
(3) Through the of third then investing in Mainland China
(4) Other methods: EX: delegated investments
Note2:  The amounts of invesiment income (loss), were recognized under the equity method based on the financial stalements which were not reviewed by the auditors of the Company
Note 3:  The exchange rate as of June 30, 2020; USD1=TWD29.63.
Note 4:  The transactions within the Group were elimis inthe li d financial

@in)

Limitation on investment in Mainland China:

C Accumulated investment Investment (amount) approved | Maximum investment amount
ompany amount in Mainland China as by Investment Commission, set by Investment Commission,
fname of June 30, 2020 (Note 1) Ministry of Economic Affairs | Ministry of Economic Affairs

The Company 474,376 474,376 -
(USD16,010) (USD16,010) (Note 3)
Note 1: Including the amount of USD1,300 thousand wired to Twinhead Beijing Technology Co., Ltd.

Note 2:

Note 3:

The exchange rate as of June 30, 2020: USD1=TWD29.63.

In accordance with the "Regulations on Permission for Investment or Technical Cooperation in Mainland China"
and the Principles for Examination of Applications for Investment or Technical Cooperation in Mainland China
amended and ratified by the Executive Yuan on August 22, 2008, the Company met the criteria for operational
headquarters under the Statute for Industrial Innovation and obtained approval from the Industrial Development
Bureau Ministry of Economic Affairs, on June 12, 2020. As it has an operational headquarters status, the

Company is not subject to the limitation as to the amount of investment in Mainland China during the period from
June 9, 2020 to June §, 2023,

(iil) Significant transactions with investees in Mainland China:

Related

information is provided in note 13(a)(x).
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(d) Major shareholders:

Unit: share
Shareholder’s Name Sharcholding Shares Percentage
IKaos Enterprise Co., Ltd. 31,390,653 16.02 %
Protegas Futuro Holdings, LL.C 30,040,000 15.33 %
Outstanding Corporation 12,992,000 6.63 %
IKANG EEL SHIUAN Co., Ltd. 10,992,000 5.61 %

(14) Segment information

The Group is mainly engaged in the design, manufacture and sale of computers, as well as related
products. The management regularly reviews the Group's overall performance to evaluate the efficiency

of each segment and allocate its resources accordingly. The Group is identified as a sole operating
segment.



