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4. CPAs certifying the latest financial statements

Names of CPAs: Yu Feng Huang, Ming Yuan Chung
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L etter to
Shareholders






Dear Shareholders,

On behalf of Grape King Bio Ltd. (“the Company”), | would like to express my deepest gratitude to all
Shareholders for your support over the past year.

2019 marked the 50" Anniversary of Grape King Bio and with it our continued long-term stable
business operations. The implementation of three new strategies: "New Products, New Marketing, and
New Consumers Groups," will enable us to expand our products and brands further, both locally and
internationally, thus moving towards our goal of greater operational sustainability. We also continue to
focus on ever strengthening our Corporate Governance by way of our solid corporate governance
structure to protect shareholders' rights and interests. We are pleased to inform you that we once again
the Company has been ranked in the top 20% of listed companies in Taiwan with regards to Corporate
Governance.

For over 50 years we have been committed to promoting cutting-edge technologies and innovative
development, and are now pleased to announce the opening of the Grape King Biotech Research
Institute in Longtan in 2019. Our industry leading fermentation technology mass produces probiotics and
mushroom raw material which is then used to manufacture high quality products for consumers. Grape
King considers CSR as a critical part of its operational strategy and strives to achieve sustainable
environment as well as social welfare development according to our core values, “Technology, Health and
Hope”. Through a complete sustainable development mechanism and sound corporate governance
structure, Grape King is expected to fulfill its corporate mission of providing “Expertise in Health, to Care
for the whole Family”, as it looks forward to a bright future.

With regards to the growth of the Company, | would like to thank all my Colleagues for their hard
work and continued commitment and also sincerely thank our Shareholders for your trust and strong
support to enable the Company to continue achieving outstanding performance. The following is a brief
report to the Shareholders on our operating results for the 2019:

1. Business Results for 2019

(1) Financial Revenue and Expenditure for 2019
Unit: NT$ thousand; Earnings per share: NT$

Item 2019
Operating Revenue 9,239,070
Operating costs 1,673,182
Operating margin 7,565,888
Operating expenses 5,230,887
Operating net profit 2,335,001
Non-operating income and expenses 105,105
Net profit after tax 1,938,566

Earnings per share 9.63

The financials of the Company for 2019 continued to grow with the consolidated revenue
increasing by 0.6%, and net profit, attributable to the parent company, increasing by 1.1%.
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(2) Analysis of Profitability in 2019

ltem Percentage
Return on assets 17.75%
Return on equity 26.92%
Ratio of Pre-tax net profit to paid-up capital 179.04%
Net profit ratio 20.98%
Earnings per share (NT$) 9.63

(3) Research and Development Status

The Company continues its efforts in new product research and development, new market
development and enhancement of internal operations effectiveness in order to meet customer
needs for high-quality products, and face industry and market challenges with a high degree of
resilience so as to maintain our competitiveness and profitability. Therefore, new products like
MOVE EEZi, LGG Probiotics, Super 13 Pro & Prebiotics (N), QI-RUI Probiotics Powder, Coriolus
versicolor Noodle were introduced in 2019 and received excellent feedback from consumers. In
addition, Antrodia Aqua and Healthy Liver Comebest Energy Drink passed the certification of health
food for protecting liver functions.

In the future, the Company will continue to invest its resources to develop new raw materials
with professional biotechnology organizations and domestic tertiary institutions. We will also strive
to upgrade our existing products to enhance their effectiveness and continuously apply for
additional health food certifications from the Ministry of Health and Welfare, Executive Yuan.

2. Overview of 2019 Business Plan

(1) Operating principle and important production and marketing policies

Under the vison of the founder and President Shui Chao Tseng, and our core values “Live
Healthy, Think Grape King”, the Company has been able to maximize its competitive advantage of
“delivering excellent quality with advanced equipment, professional research and development to
maintain product innovation”. With precise marketing capability and diversified distributional
channels, the Company continues to develop health products that meet the various needs of
consumers nationwide. Dedicated organizational structure, brand image innovation, and
operational diversification under Chairman Andrew Tseng will continue to lead the Company into
peaks of overall performance in the years to come.

For many years “Grape King Bio” has been one of the leading Brands in the domestic health
food market. We have taken the initiative to upgrade our biotechnology equipment and R&D
facilities to manufacture and market our own brands as a means to ensure the quality of production.
We uphold the PIC/S GMP pharmaceutical quality control procedures with automated in-house
production process from raw materials to finished products. The Company monitors the entire
production process at all times, including raw material examination, production line spot checks,
and the finished product inspection before entering the warehouse. By strictly monitoring every
step of the production process, we are able to guarantee the delivery of safe and qualitative
products for our consumers and their families.



(2) Impact from the external competitive environment, regulatory environment and overall business

environment

Looking back on 2019, Taiwan's Biotechnology industry continued to grow given its excellent
medical system and strong policy support. According to the 2019 Biotechnology Industry White
Paper released by the MOEAs Industrial Development Bureau, the output of Taiwan's
biotechnology industry exceeded NT$ 500 billion, with a steady growth year on year. Because of
this trend, the Taiwan Government actively promotes the Biotechnology industry as one of the five
major innovative industries, and expects Taiwan to establish itself as an R&D center for the
Biotechnology and Medical industry in the Asia-Pacific region. As an active participant in the
Biotechnology industry, the Company will cooperate in the "Bio-economic Industrial Development
Project" for the Executive Yuan in future development and continuous growth.

The global population tends to be aging and is estimated that the global population aged 65 and
above will soon exceed 656 million, around 11.5% of the total global population. With economic
development and urbanization, factors such as sedentary lifestyle and changes in eating habits
may result in increased number of chronic diseases. All the information indicates that the future
aging population and "life-style related diseases" such as cancer, cardiovascular disease, obesity,
diabetes, etc. will take up a major portion of medical expenses. These problems, coupled with the
lack of sports fitness and health awareness, will be the key driving force to prompt consumers’
purchase of health food supplements.

A sustained, natural and gentle way of health maintenance should be the best solution for
modern society as a way to stay healthy and balanced. With this goal in mind, the Company is
committed to the development of natural ingredients beneficial to the human body, and develops
natural health foods with an aim to promote the good health, energy and longevity for society
against "civilization syndromes" and to provide high-quality health preservation measures.

Due to various food safety issues in Taiwan in recent years, the authorities have set more
stringent controls and regulations for food safety. As the Company has already set high standards
for its business and operational management, the regulatory environment changes have had no
significant impact on its operation. On the contrary, the amendments to the laws and regulations
will gradually eliminate manufacturers that do not meet the criteria, thus elevating the industry’s
entry barrier, and adding to the Company’s advantage.

(3) Honors and Awards

2019 was a great year for the awards and international recognition we received for both
Corporate and Product, Raw Materials Innovation parts of our business. These included "The Sixth
National Industrial Innovation Award-Outstanding Innovation Enterprise" award and a gold medal at
the "2019 Biotechnology Development Industry Award” from the Taiwan Biotechnology
Development Association Awards. Furthermore our involvement in Corporate Social Responsibility
and for promoting a healthy workplace was recognized by the “Friendly Enterprise Model Award”
from the Taiwan Immunization Vision and Strategy, the top 20 Happy Enterprise in the Category of
Livehood Consumption Elected by Voted of 1111 Job Bank, and “Outstanding Healthy Work-place
Award” from the Ministry of Health and Welfare. Moreover, we have the “TCSA Corporate
Sustainability Report Gold Award” for two consecutive years, and won the “Silver Medal of TTQS
employee training and development system”.

For our Technology Research and Development alone we were awarded with; 16 Gold, 3 Silver,
2 Copper and 13 Special prizes for patent technologies such as Hericium Erinaceus, Antrodia,
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Probiotics, and Cicada. These awards were received from “Malaysia International Invention
Exhibition”, “Russian International Invention Exhibition”, “Geneva International Invention Exhibition”,
“Malaysia ITEX International Invention Exhibition”, “Japan World Genius Convention & Education
Expo.”, “IENA International Trade Fair in Nuremberg”, “llIC International Invention Exhibition”,
“Seoul International Invention Fair”, and “Hong Kong International Invention and Design
Competition”. Moreover, Grape King Bio’'s Ganoderma King and Probiotics Series won the
Excellence Award and Outstanding Award at the “Health Brand Award” which was jointly organized
by YAHOO! for four consecutive years, and “Good Morning Health” for two consecutive years.

Our subsidiary Pro-Partner Ltd., led by the excellent leadership of Chairwoman Chang-Yeh
Tseng, General Manager Mei-Ching Tseng and the six Consultants, has been growing at a steady
rate for years and once again claimed the 2™ ranked placing on the Taiwan Multilevel Marketing
listing based on revenue. Furthermore, in 2019 Direct Selling Media published Pro-Partner as
being ranked 49" on the top 100 listing of Global Direct Selling, based on revenue.

(4) Corporate Social Responsibility

With the continuing growth of the Company, we not only attach importance to the Company’s
operating performance, but are also grateful to Society for its assistance and support, and will
continue to actively strive towards a sustainable operating environment that is beneficial to social
welfare. Under our core values of "Technology, Health and Hope", the Company strongly upholds
the commitment of "Contribute and build a better future for society". The Company’s Corporate
Social Responsibility strategies can be divided into six major categories: Corporate Governance,
Product Liability, R&D and Innovation, Employee-Friendly Workplace, Social Co-existence and
Green Environment

i. Corporate Governance

Under the expectation of sustainable operation, the Company continues to strengthen its
Corporate Governance. In addition to complying with the provisions of the laws and regulations,
we have also divided corporate governance into six major areas, including establishing an
effective corporate governance structure, protecting shareholders’ rights, strengthening the
functions of the Board of Directors, fully exercising the functions of the supervisor, respecting
the rights and interests of stakeholders and improving information transparency. The Corporate
governance team of the Company has been acting as the “part-time unit for Corporate
Governance” and “part-time unit for Ethical Corporate Management” to further the enterprise
culture of integrity and enhance enterprise management, and facilitate the establishment and
implementation of Ethical Corporate Management Best Practice Principles. Through annual
internal promotion and assessment on relevant regulations on Ethical Corporate Management,
the Company aims to inculcate integrity and moral values in its staff members. The
implementation situation will report to the Board of Directors annually.

Through regular face-to-face communication between the Independent Directors, internal
auditors and CPAs, the Independent Directors are able to fully exercise their powers. The
Company also purchases “Director Supervisor and Key Staff Liability Insurance” for Directors
and Supervisors to reduce and decentralize the risk of serious damage to the Company and
Shareholders caused by mistakes or negligence of the Directors. Furthermore the Company
providing a multi-communication channel, with dedicated staff responding to issues raised by
stakeholders. The Company also has a website in both English and Chinese to disclose
financial, business and corporate governance information and financial business information,



and was invited to attend 10 investor conferences both locally and abroad in 2019, to enhance
information transparency.

ii. Product Liability

In terms of food safety management, the Company continuously implements new and
updated food safety systems to ensure product liability. It has obtained several international
certifications including PIC/S GMP, 1ISO22000, HACCP, NSF GMP, TQF, HALAL, FSSC2200
and ISO/IEC 17025 TAF accredited laboratory. We also conduct regular audits and evaluations
of raw material suppliers, a total of 215 suppliers were audited in 2019, achieving a 100% audit
ratio. As the Company maintains the most stringent standards of quality control, customers can
be assured to receive top quality products to consume.

R&D and Innovation

The Company utilizes its advanced Biotechnology skills to continuously develop, create
and provide products that benefit the public, as well as provide consumers with real-time and
better brand experience. The industry-leading and professional fermentation technology of
Grape King’'s has now been extended with the official opening and production running of the
Biotech Research Institute in Longtan Science Park in 2019. At the end of 2019, the Company
also renewed various multimedia interactive devices for the Health and Vitality Power Center,
which continued to invite the public to experience and appreciate the Grape King Bio’s
corporate mission of “Live Healthy, Think Grape King”.

In addition, the Company has actively engaged in industry-academic cooperation with
colleges and universities over the past years. Company visits are arranged and internship
opportunities for students are offered to students who wish to learn more or enhance their
professional skills and training. Chairman Andrew Tseng also leads fellow colleagues in
undertaking different academic projects, as well as serving as an enterprise mentor for the
“Executive Director Training Program” for the Taiwan Institute of Directors. With the mission of
cultivating industry-oriented professional talents, the Company hopes to maximize academic
and industrial strength to enhance the practical experience of students and increase their
competitiveness in the workplace in the future.

. Employee-Friendly Workplace

The Company aims to create a friendly work environment for all colleagues. One of the
ways of doing this is holding a “Grape King family day” every year to enrich the employees’ work
life balance, and to encourage them to participate with their family members. The Company
allows staff to experience the diversity of life and generate more vitality through a variety of
sporting and volunteering activities. A safer and healthier working environment with risk control
is monitored by the Occupational Health and Safety Committee and consists of full-time nurses
whom arrange health-related seminars and activities on a regular basis. The Company’s
dedication to the provision of a safer and healthier working environment is also emphasized
through the various certifications obtained, including OHSA18001, TOSHMS, 1SO14001, Sport
Enterprises and Healthy Workforce by the Sports Administration, Ministry of Education.

. Social Co-existence

Organizing and sponsoring various public welfare activities, connects employees with
external institutions, giving them an opportunity to participate in social public welfare activities
and help raise awareness of various organisations. Through participation and management, the
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Company is able to get involved with a wide variety of public welfare resources, covering a
diversified scope of care that include the disadvantaged, regardless of gender and age, as well
as animal welfare. For example, emergency financial allowances for under privileged families,
family outings and Christmas Wish List projects for Pingzhen Middle School, Zhongli Middle
School, Longxing Middle School, and Longgang Elementary School. The Grape King High
School Scholarship program was established to help financially disadvantaged students and
encourage them to further their academic studies. The Company also promotes participation in
public welfare activities among employees by inviting various charties and orgaisations to attend
our annual Family Day to promotes and help their causes by selling things or accepting
donations. In 2019, the Company took part in the “Christmas Wish List Project” that engaged
with and assisted 14 schools and organsations from disadvantaged backgrounds.

Green Environment

VI.

In order to maintain a sustainable environment for the next generation, the Company is
deeply aware of the urgency to actively set goals to address climate change and global warming.
Our Head Office in Pingzhen has obtained an ISO 14001 environmental management system
certification that adopts PDCA and actively promotes various environmental protection
measures. Moreover, we introduced the ISO50001 energy management system and joined the
international RE100 organization, giving our commitment to use 100% renewable energy by
2035.

Summing up, in addition to meeting the expectations and requirements of the Shareholders and
customers, Grape King Bio has also adhered to the concept of social welfare, putting an emphasis on its
role in society as a whole. We believe that, through continuous efforts to learn and improve we will be able
to achieve a socially responsible company that works for the best interest of the Company, Shareholders,
Stakeholders, Employees, and Society.

Finally, | wish you all good health and happiness.

= Y b
Chairman and GM b 4 T Andrew Tseng
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1. Establishment date: July 26, 1969

2. Company history:

1969

® [Grape King Bio] Set up "China Fusang Shenghuang Pharmaceutical Industry Co., Ltd." as the
predecessor of the Company. The address was No. 60, Section 3 Longgang Road, Zhongli City,
Taoyuan County, and the capital was NT$5 million.

1971

® [Grape King Bio] China Fusang Shenghuang Pharmaceutical Industry Co., Ltd. increased its
capital by NT$13 million to NT$18 million to expand its production faciliies and purchase
equipment. "Grape King Food Co., Ltd." was established as one of the predecessors of the
Company. The Company address was No. 60-9, Section 3 Longgang Road, Zhongli City,
Taoyuan County, for the production of health foods such as Combest P and Lewei.

1973

® [Grape King Bio] "Grape King Food Co., Ltd." increased its capital by NT$24.5 million to NT$25
million to meet the needs of business expansion. A new four-story and a new five-story building
were built, covering a total area of about 3,100 pings. "Kangbeishiang Cosmetics Co., Ltd." was
set up, which changed its name to "Head & Shoulders Cosmetics Co., Ltd." in 1976.

1977

® [Grape King Bio] "China Fusang Shenghuang Pharmaceutical Industry Co., Ltd." and the world
famous factory "US Schering Pharmaceutical" started their technical cooperation.

1979

® [Grape King Bio] "China Fusang Shenghuang Pharmaceutical Industry Co., Ltd." and "Grape King
Food Co., Ltd." merged into "Grape King Enterprise Co., Ltd." with a capital increase of NT$53.5
million. The paid-up capital became NT$150 million.

1981

® [Grape King Bio] Merged "Head & Shoulders Cosmetics Co., Ltd." into a single company now for
the purpose of centralized marketing and management operations.

1982

® [Grape King Bio] In December the Securities Exchange Commission of the Ministry of Finance
approved the Company’s public listing.

1984

® [Grape King Bio] In accordance with the provisions of the Government to implement the GMP
(Good Manufacturing Practice) system and manufacture quality pharmaceutical products that
meet international standards, the Company arranged a cash injection of NT$36.2 million to
improve the factory environment and expand the production equipment. The paid-up capital
became NT$230 million.

1987

® [Grape King Bio] The implementation of the GMP system to improve the factory environment and
the expansion of production equipment were completed, and in November of the same year the
Company was certified by the Department of Health, the Executive Yuan as a "G.M.P.
Implemented Pharmaceutical Factory".

1990

® [Grape King Bio] For the development of new products, the improvement of the working
environment of the food factory and the expansion of automated production equipment, the
Company used the 1988 surplus of NT$46.92 million to increase its capital, and the paid-up
capital became NT$276.92 million. In the same year the Company used the 1989 surplus of
NT$56,737 thousand to increase its capital to add the automated production equipment for
easy-to-open canned drinks, Combest and the Head & Shoulders Shampoo series in order to
expand production capacity. In addition, to improve the timeliness of product supply for sales and
reduce the cost of transportation, the Company planned to set up a delivery center and arranged
a cash injection of NT$200 million.

1991

® [Grape King Bio] Completed the cash injection and the capital injection from the 1989 surplus in
February, and the paid-up capital became NT$533,657 thousand. In view of the convenience and
environmental friendliness of aluminum foil boxes, the Company purchased a set of aseptic
production equipment for aluminum foil packaging and its peripheral facilities for the launch of its
Kimoji Easy-to-Open Drink this year and the future development of new products.

® [Grape King Bio] Set up a bio-engineering center (It is now known as the Grape King Biotech
Research Institute) for the research and manufacturing of biotechnology products.

® [Grape King Bio] Moved the Zhongli warehouse to the Pingzhen factory which covers an area of
about 3,000 pings. A dedicated logistics center was also set up.

1992

® [Grape King Bio] Was approved in March to use the 1990 surplus of NT$54,918,500 to increase
its capital. The Company also expanded its production equipment, recruited well-known domestic
microbiology and biochemical engineering experts for its development of bio-engineered nutrition
food, introduced Japan's latest equipment for computer-controlled production, and researched
and developed biotechnology products. It officially transitioned from pharmaceutical
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manufacturing to functional nutrition food research and development.

® [Grape King Bio] The paid-up capital was NT$588,575,500. It used the 1991 surplus of
NT$60,515,350 to increase its capital by issuing new shares, and the paid-up capital became
NT$649,090,850.

1993

® [Grape King Bio] Was approved in March to use the 1992 surplus of NT$66,341,910 to increase
its capital by issuing new shares in order to add automated pull-cap production equipment. The
paid-up capital became NT$715,432,760.

1994

® [Grape King Bio] Used the 1993 undistributed surplus of NT$73,770,340 to increase its capital by
issuing new shares in order to expand its production equipment as well as equipment for pure
water, electricity and other items for the development of new products and production capacity
improvement.

® [Shanghai Grape King] Was approved by the Ministry of Economic Affairs to set up the Shanghai
Grape King Enterprise Co., Ltd. in the mainland through a third-country investment for the
manufacturing and sale of all kinds of health food, bio-engineering technology and related glass
containers as its major business.

1996

® [Grape King Bio] Used NT$88,230,430 from the 1995 surplus and capital reserve to increase its
capital in order to improve the capital structure. The paid-up capital became NT$957,684,910.

1997

® [Grape King Bio] Used NT$ 96,726,750 from undistributed earnings to increase its capital, and the
paid-up capital became NT$1,054,411,660.

® [Grape King Bio] This year the biotechnology center developed a variety of successful products
such as Ganoderma King, Biolacto Powder and 995 Nutrient Drink. The Company created a high
visibility for the products in a short period and led to a competition in the Ganoderma market.

® [Shanghai Grape King] The first product - Combest drink was launched.

1998

® [Grape King Bio] Appropriated NT$63,774,210 from its 1997 surplus to increase capital, and the
paid-up capital became NT$1,118,185,870. In November, a cash injection of NT$190 million as
approved by the competent authority was arranged and the paid-up capital became
NT$1,308,185,870.

® [Pro-Partner] Made a filing to the Fair Trade Commission of the Executive Yuan to legally promote
its business via multi-level marketing; the Taipei Head Office was set up.

1999

® [Grape King Bio] Completed the cash injection in February, and moved towards the goal of
expanding biotechnology research and development.

2000

® [Grape King Bio] The Bio engineering center (It is now known as the Grape King Biotech
Research Institute) developed a variety of biotechnology products in this year, such as Agaricus
Blazei King, Antrodia King, Hericium mycelium and Coriolus versicolor mycelium. It also
developed the 200p (Pro) Drink which gradually became a rising star; the sales revenue has been
growing year after year and it has become one of the Company’s main product.

® [Pro-Partner] Set up its Taichung Operations Center.

2001

® [Grape King Bio] The biological engineering center (It is now known as the Grape King Biotech
Research Institute) developed Grifola frondosa, Coriolus versicolor, Cordyceps militaris and other
raw materials, and introduced a variety of new tastes for aluminum foil boxes to meet market
demand.

2002

® [Grape King Bio] The Company changed its name to Grape King Bio Ltd.

® [Grape King Bio] Started its diversification, and biotechnology products greatly improved the
Company’s operations. Besides, OEM also became an important new business.

2003

® [Grape King Bio] Made up for the losses in 1998, 1999 and 2000 and showed a profit.

2004

® [Grape King Bio] Antrodia camphorate OEM entered the Singapore market, and the biological
center purchased a 40T fermentation tank to double the production capacity.

® [Pro-Partner] Set up the Taoyuan Operation Center and the Pingzhen Delivery Center.

2005

® [Grape King Bio] Passed cGMP pharmaceutical certification of the Department of Health,
Executive Yuan, and the biological center added a mobile layer dryer, expanded its capacity and
developed new formulations.

® [Grape King Bio] Subsidized by the Two-year Traditional Industry Upgrade Project of the Ministry
of Economic Affairs.

2006

® [Grape King Bio] Signed a contract with the Food Industry Research and Development Institute




for the transfer of two membrane concentration technologies; would be able to recycle high-priced
protein drugs, and step into the field of biotechnology pharmacy.

2007

® [Grape King Bio] Subsidized by two projects of the Ministry of Economic Affairs for the
development of anti-helicobacter pylori lactic acid bacteria products and plant endophytic
biological fertilizer formulations.

® [Pro-Partner] Set up the Fengyuan Operations Center.

2008

® [Grape King Bio] “Antrodia Cinnamomea” was granted the Republic of China Patent No. 1296929.
“Antrodia” was granted the People's Republic of China Patent No. ZL200510095801.1.

® [Grape King Bio] Constructed an automated production and packaging plant for biotechnology
products and the second fermentation plant.

® [Pro-Partner] The revenue reached NT$1.62 billion for the first time and surpassed that of Grape
King, and the Company became number eight among the nation’s direct sales merchants.

2009

® [Grape King Bio] Was subsidized by the Agricultural Biotechnology Research and Development
Result Industrialization Project and started the fermentation production and product development
of Ganoderma lucidum immunoregulatory protein.

® [Pro-Partner] Set up the Hsinchu Operations Center; the total revenue was NT$2.2 billion, ranking
the sixth in Taiwan’s direct sales industry and the first among local direct sales merchants.

2010

® [Grape King Bio] Began to expand the biological center's 3" fermentation plant, which contains
two 40T fermentation tanks and six 500L’s. Test production is expected in June 2011.

® [Pro-Partner] The Taipei Operations Center's new building was completed; the operations on the
6™ floor of the Taichung operations center were expanded; the Kaohsiung Operations Center's
new building was completed.

2011

® [Grape King Bio] Was subsidized by the Biotechnology Research and Development Result
Industrialization Project, developed the liquid cultivation of Hericium erinaceous essence, and
developed age-delaying health food; completed the construction of the biological center's 3™
fermentation plant, which contains two 40T fermentation tanks and six 500L’s, and the total
capacity expanded to 275 tons.

2012

® [Grape King Bio] The combined revenue was NT$4.62 billion, and the five-year average growth
rate was more than 20%.

® [Pro-Partner] The revenue reached NT$4.2 billion, becoming the fourth in Taiwan, the first among
local direct sales merchants, and no. 83 among the world's top 100 direct sales merchants.

2013

® [Grape King Bio] Replaced the Company's logo. Added six one-ton fermentation tanks and
freeze-drying equipment.

® [Grape King Bio] Was granted a promotion subsidy of the Biotechnology Research and
Development Result Industrialization Project of the Industrial Development Bureau, Ministry of
Economic Affairs.

® [Pro-Partner] Increased the number of service offices in Taipei, and established a new Taipei
Operations Center which is the seventh operations center of Pro-Partner.

® [Pro-Partner] Spent NT$3 billion to purchase the new building in Neihu to create a new operating
headquarters.

® [Pro-Partner] The annual revenue was NT$5 billion with a record 28% annual growth rate. The
Company ranked the third in Taiwan’s direct sales industry and the first among local direct sales
merchants.

2014

® [Grape King Bio] The consolidated revenue was NT$6.282 billion.

® [Pro-Partner] The revenue reached NT$5.827 billion, and the Company became the second in
Taiwan’s direct sales industry and the first among local direct sales merchants for four|
consecutive years.

® [Grape King Bio] Obtained PIC/S GMP (Good Manufacturing Practices for Western Medicine)
certification.

® [Grape King Bio] Obtained ISO 22000 certification (food safety and health management system
certification).

® [Grape King Bio] The construction ceremony of the new plant in Pingzhen was held in May.

® [Grape King Bio] Signed a letter of intent with the Chinese mainland pharmaceutical manufacturer
Yunnan Baiyao Group in July.
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® [Grape King Bio] The Science Industrial Park’s Review Committee decided in August that the
Company falls into the "science industry" category in the "Regulations for Science Industrial
Park’s Establishment and Management", and was allowed to set up “Grape King Bio Ltd. Longtan
Science Park Branch” in the Park.

2015 @ [Grape King Bio] The consolidated revenue was NT$7.247 billion.
® [Pro-Partner] The revenue was NT$6.708 billion, and the Company was still the second in
Taiwan’'s direct sales industry and the first among local direct sales merchants for five
consecutive years.
® [Grape King Bio] Introduced a number of new products such as Tian Qi Ling Zhi Essential Drink,
PowerBOMB Energy Drinks and Ganoderma for Kids, Marigold Lutein Complex and so on.
® [Grape King Bio] Was awarded 1SO17025 certification by TAF.
2016 @ [Grape King Bio] The consolidated revenue was NT$9.185 billion.
® [Pro-Partner] The revenue reached NT$8.17 billion, ranking number two in Taiwan’s direct sale
business and was number one among the local direct sale merchants for many years.
® [Grape King Bio] The Pingzhen plan was opened in September.
® [Grape King Bio] Launched new products Snow Brightening Essential Drink, Tian Qi Maca
Essential Drink, Ling Zhi Antiallergy, Pueraria Mirifica Queen.
2017 @ [Grape King Bio] The consolidated revenue was NT$9.388 billion.
® [Pro-Partner] The revenue reached NT$8.05 billion, ranking number two in Taiwan’s direct sale
business and was number one among the local direct sale merchants for many years.
® [Grape King Bio] Opened its " Grape King Health And Vitality Power Center” in July.
® [Grape King BioJLaunched a new product “Gold Combest Energy Drink”, the country's first
health-marked energy drink.
® [Grape King Bio]Launched a new product “Sliim Turmeric Complex”.
® [Grape King Bio] Obtained TOSHMS (Taiwan Occupational Safety and Health Management
System) certification, ISO14001 (Environmental Management System) certification and OHSAS
18001 (Occupational Safety and Health Management System) certification.
2018 @ [Grape King Bio] The consolidated revenue was NT$9.183 billion. (note: IFRS 15 is applied from
this year)
® [Pro-Partner] The revenue reached NT$7.389 billion, ranking number two in Taiwan’s direct sale
business and has been ranked as the top local direct sale merchants for consecutive years. (note:
IFRS 15 is applied from this year)
® [Grape King Bio] Top 20% of the 2018 (4th Round) Corporate Governance Evaluation Award by
Taiwan Stock Exchange Corporate Governance Center (all 864 listed companies).
® [Grape King Bio] Launched new products “Probiotic King Powder” and “Sliim Probiotics King”.
® [Grape King Bio] Obtained TQF certification.
2019 @ [Grape King Bio] The consolidated revenue was NT$9.239 billion.

® [Pro-Partner] The revenue reached NT$7.791 billion, ranking number two in Taiwan’s direct sale
business and has been ranked as the top local direct sale merchants for consecutive years.

® [Grape King Bio] Top 20% of the 2019 (5th Round) Corporate Governance Evaluation Award by
Taiwan Stock Exchange Corporate Governance Center (all 868 listed companies).

® [Grape King Bio] Obtained FSSC 22000 certification.
® [Grape King Bio] The Biotech Research Institute was set up in Q2.
® [Grape King Bio] Launched a new product “MOVE EEZi".




3. 2019 Awards:

Enterprise

(1)
(2)
©)
(4)

®)
(6)

(7)

(8)

9)

[Grape King Health And Vitality Power Center] Awarded a Silver medal by "foodNEXT" Magazine!
[Grape King Bio] Won the 6™ National Industrial Innovation Award!
[Grape King Bio] Awarded Gold award at the 2019 Taiwan Bio Industry Organization Awards!

[Grape King Bio] Awarded by the Ministry of Finance in recognition for the 2019 Excellent Issuing
uniform invoice business entity!

[Grape King Bio] Won the Silver medal in the TTQS employee training and development system!

[Grape King Bio] Another Sports Enterprise (Taiwan i Sports) certification from Sports
Administration, Ministry of Education!

[Grape King Bio] The top 20 Happy Enterprise in the Category of Livehood Consumption Elected
by Voted of 1111 Job Bank.

[Grape King Bio] Wins the Gold Medal at the 2019 TCSA Corporate Sustainability Report Awards
for the 2" consecutive year!

[Grape King Bio] Receives the "Friendly Enterprise Model Award" from Taiwan Immunization
Vision and Strategy (TIVS)!

(10) [Grape King Bio] Wins "Outstanding Healthy Workplace Award" from Ministry of Health and

Welfare!

(11) [Grape King Bio] Wins 2019 Outstanding Taiwanese brand Silver Award at the "Excellence Agency

& Advertiser of the year"!

Product

(1
(2)

[Ganoderma King] [Probiotics Series] Have been voted the "Trustworthy Brand’by CommonHealth
Magazine's Readers for Two Consecutive Years!

[Ganoderma King] [Probiotics Series] Win "Everyday Health and Yahoo! Health Brand Award" for
the 4™ consecutive year!

Technique & Patent

(1
(2)

[Probiotic patented technology] "GKM3-A New Probiotic for Weight Management" was awarded
with a Gold Medal and 2 Special Prizes at 18" Malaysia Technology Expo.

[Antrodia patented technology] "Preparation Method for Isolating 4-Acetyl Antroquinonol B by High
Performance Centrifugal Partition Chromatography(HPCPC) to Treat Cancer" was awarded with a
Gold Medal and 3 Special Prizes at 18" Malaysia Technology Expo.

[Probiotic patented technology] "A novel lactic acid bacterium use of decrease blood lipids and
decrease liver function index" was awarded a Gold Medal at 2019 Russian Archimedes
International Invention Exhibition.

[Hericium Erinaceus patented technology] "Hericium erinaceus mycelium for preventing
age-related hearing loss" won 1 Gold medal and 1 Special Award at 2019 Russian Archimedes
International Invention Exhibition.

[Hericium Erinaceus patented technology] "Use of Hericium erinaceu Mycelia Fermentation
Product for Improving dementia" was awarded a Silver Medal at the 2019 Geneva International
Invention Exhibition.
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(6) [Probiotic patented technology] "GKS6- a new probiotic targeting metabolic syndrome" was
awarded a Gold Medal and a Special prize at the 2019 Geneva International Invention Exhibition.

(7) [Cicada patented technology] "Use of Cordyceps Cicadae mycelium to treat dry eye syndrome"
was awarded a Gold Medal at Malaysia ITEX 2019.

(8) [ Probiotic patented technology] "GKS6, a new Probiotic targeting metabolic syndrome" was
awarded a Gold Medal and the Best Invention Prize at Malaysia ITEX 2019.

(9) [Probiotic patented technology] "GKM3- A new probiotic for lipid metabolism regulation" was
awarded a Gold Medal and a Special award at 2019 World Genius Convention & Education Expo.

(10) [Hericium Erinaceus patented technology] "Heripene, the active substance of the mycelium of
Hericium erinaceus for decreasing the pain" won a Gold medal at 2019 World Genius Convention
& Education Expo.

(11) [Probiotic patented technology] "Novel Lactobacillus Paracasei Gks6 for improving metabolic
syndromes, its medium, incubation method, use, pharmaceutical composition and edible
composition" was awarded a Silver Medal at 2019 Taiwan Innotech Expo.

(12) [Probiotic patented technology] "GKM3-A new Lactobacillus Plantarum for weight management"
was awarded 1 bronze Medal and 1 Special Prize at iENA 2019 International Trade Fair in
Nuremberg.

(13) [Probiotic patented technology] "GKK2 — Probiotic for anti-aging" was awarded a Gold Medal at
2019 llIC International Invention Exhibition.

(14) [Hericium Erinaceus patented technology] "Fermented Hericium erinaceus Mycelia for improving
dementia" was awarded a Gold Medal at 2019 IlIC International Invention Exhibition.

(15) [Antrodia patented technology] "Fermented Antrodia cinnamomea mycelia for improving
non-alcoholic steatohepatitis (NASH)" was awarded a Gold Medal at 2019 llIC International
Invention Exhibition.

(16) [Cicada patented technology] "Cordyceps Cicadae mycelia for the improvement of cataracts" was
awarded a Gold Medal at 2019 IlIC International Invention Exhibition.

(17) [Probiotic patented technology] "Uses of treating, preventing or improving bone diseases by
lactobacillus bacteria, pharmaceutical composition and edible composition thereof "was awarded 1
Gold and 2 Special Awards at the "2019 Seoul International Invention Fair".

(18) [Hericium Erinaceus patented technology] "An active substance for preventing hearing loss, a
method for preparing thereof, a pharmaceutical composition comprising the active substance and
a method for preparing thereof" was awarded 1 Bronze Medal at the "2019 Seoul International
Invention Fair".

(19) [Cicada patented technology] "Use of Cordyceps Cicadae mycelium suppresses allergy" was
awarded 1 Silver Medal at the "2019 Seoul International Invention Fair".
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(2) Responsibilities of Major Departments

Department Responsibility
Compensation To help improve the Company's Directors, Supervisors and high-level
Committee manager evaluation and compensation management system.
To propose recommendations on corporate governance to the Board
Corporate of Directors or the general manger and assist in matters related to the

Governance Team

Board of Directors or shareholders’ meetings in accordance with the
law.

Audit Department

To audit the various department's internal control system and timely
provide suggestions for improvement.

General Manager's

To carry out and co-ordinate all departments' work distribution,

Office coordination and utilization.
Process Monitoring | To carry out project contracting, construction quality supervision and
Committee acceptance.

Personal Data
Committee

To carry out corporate data maintenance and control and personal
data protection and management.

Corporate Social
Responsibility
Committee

To formulate the corporate social responsibility policy and carry out
social welfare related matters.

Occupation Safety
and Health Committee

To study and set up labor safety and health related policies and
regulations.

GMP Committee

To ensure that the product safety and health in the manufacturing
process, including raw material handling, production, quality,
warehousing, finished products and other operations, are in line with
the government-required GMP and food safety management system
specifications; to carry out quality management of the Company's
planning, review, supervision and audit matters.

Quality Monitoring
Committee

To carry out health management procedures, product planning,
management, supervision and audit matters.

Food Safety Team

To carry out food safety operations control and maintenance, and
reduce the risks in the supply chain.

Workplace Welfare
Prevention Committee

Implement measures to prevent and control workplace violence and
plan proper safety and health measures.

Employee Welfare

To act as a platform and bridge for labor and employer
communication and promote the coordination between labor and

Committee

employer.
HR Review To implement and improve the HR development policy and review all
Committee kinds of personnel related disputes.

Quality Assurance

To carry out quality system-related operations with control measures
such as supervision, assessment, validation, verification and

Dept. . — . . .
P identification to continuously improve product quality.
Work Safety Responsible for the development, implementation and supervision of
Department labor safety, environmental health and other related matters.

Human Resource
Department

Responsible for the formulation of the human resource policy and
goals and plans concerning election, training, appointment, retention




Department

Responsibility

and tests.

Legal Department

To manage, plan and establish the Company's legal affairs related
business.

Public and Investment
Relation Dept.

Responsible for corporate relationship management and public
relations related matters.

Management Division

To take care of corporate administrative affairs, information, plant
projects, environmental protection and other matters.

Finance Division

To manage, plan and formulate the Company's financial and
accounting related matters and serve as the part-time unit for
corporate governance and ethical corporate management.

Sales and Marketing

To collect domestic and foreign marketing resources, contact and
track domestic and foreign OEM businesses, carry out the

Division Company's product sales development and lead and integrate
marketing strategies to develop brand value and innovation.

Responsible for the integration and implementation of demand

Supply Chain planning, supply planning, procurement, raw material storage,

finished product logistics and other related operations.

Manufacturing and

To carry out manufacturing, processing, packaging and other related

SCM Division matters.
To carry out new product research and development and old product
R&D Division improvement, product quality control, raw material testing, product

quality management, quality identification and other matters.

Overseas project
Dept.

Responsible for businesses related to operation planning and
management of overseas sales and development.

Subsidiaries/Branches

As for the businesses of the subsidiaries, please refer to page 107 of

this Annual Report.

Branches:

(1) Zhongli Branch: Previously was engaged in the distribution of
wine but now has no relevant operation.

(2) Longtan Branch: It is engaged in the businesses such as
research and development of innovative materials and existing
materials, functional verification, process improvement and
production of key materials.
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Managers with Employee Remuneration Distribution
Unit: NT$ thousand ; %

Title Name Stock Cash Total Ratio of Total Amount
(Note 1) (Note 1) Bonus Bonus to Net Income (%)
= Chairman and General Manager Andrew Tseng
8 Deputy General Manager Jin-Chu Chen
c%; Deputy General Manager Yuan-Tsung Lin
3 |CFO and Corporate Governance Officer Nick Hung
g CLO Chih-Lin Hung
g Division Director Du-Sheng Wang
3 Vice Division Director Sheng-Chieh Hsu - 28,881 28,881 2.21
Director Ryan Chou
Director Chia-lun Lin
Director Yi-Ru Hu
Director Duncan Aitken
Director Yen-Lien Chen
Manager Yi Chun Lee

Note 1: The names and titles should be listed separately, and the remuneration distribution may be consolidated for disclosure.

Note 2: The latest amount of the manager’s employee remuneration as passed by the Board of Directors (including shares and cash) in the latest year.
If the amount cannot be estimated, it should be calculated based on the percentage of the actual amount distributed last year. Net profit after

tax refers to the net after-tax profit of the individual company or the respective financial statement for the latest year.
Note 3: The definition of manager, as governed by the letter of the SFC on March 27, 2003 with a reference no. of Tai-Tsai-Cheng 1l 0920001301, is
as follows:
i.General Manager and equivalent.
ii. Deputy General Manager and equivalent.
iii. Associate and equivalent.
iv.Head of financial department.
v.Head of accounting department.
vi. Other people who have the right to manage the Company's affairs and are the Company's authorized signatories.

Comparison and explanation

i. Analysis of the ratio of total remuneration (paid to the Directors, Supervisors, General Manager and
Deputy General Managers of the Company by the Company and all the companies in the consolidated
statements in the last two years) to net profit after tax:

Unit: %
Ratio of Total Remuneration to Ratio of Total Remuneration to
. Net Profit after Tax in 2019 Net Profit after Tax in 2018
e Companies in the Companies in the

e Gty consolidated financial report Vs Camizen; consolidated financial report
Director 2.67 3.32 2.1 2.15
Supervisor 0.49 0.49 0.50 0.50
General Manager
and Deputy General 1.81 1.87 213 2.36
Managers

ii. The correlation among the remuneration payment policy, standards and combinations, the procedures for
setting the remuneration and the business performance:

(i) The remuneration shall be paid to directors who manage the Company's business. The amount is
determined based on the directors’ participation in Company operations and value of contribution. In
accordance with the Article of Incorporation, the Board of Directors is authorized to provide
compensation based on industry standards. In case of profit generated for the year, it shall set aside
no more than 2% for remuneration of directors and supervisors as stipulated in the Articles of
Incorporation. The actual appropriation ratio and amount shall be proposed by the Remuneration
Committee based on operational performance and submitted to the Board of Directors for resolution.
As for independent directors not included in the Company’s profit distribution, the executive
compensation shall be paid based on a fixed amount and requires a Board of Director resolution.

(i) The managers of the Company handle the business in accordance with business policies and key
decisions made by the Board of Directors. Their appointment, dismissal and remuneration are
determined in the form of a Board of Directors resolution, as stipulated in the Article of Incorporation.
As for the criteria of managerial remuneration, this is determined based on individual performance,
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contribution to the Company’s overall operations and market standards. In addition, if there is profit
generated for the year, 6%-8% shall be set aside for employee compensation, which also includes
managerial remuneration as stipulated in the Article of Incorporation, and shall be proposed by the
Remuneration Committee based on operational performance and submitted to the Board of Directors
for approval.

(iii) The proposed remuneration of directors and managers listed above, shall be submitted to the

Remuneration Committee for approval in accordance with the Article of Incorporation and related
regulations. (As for the remuneration of independent directors, to avoid a conflict of interest, it is paid
by the Board of Directors as stipulated in the Article of Incorporation and according to industry
standards, and is not determined by the Remuneration Committee.)

4. Corporate Governance Status

(1) Operation of the Board of Directors

Six board meetings were held in 2019, the attendance of Directors (including Independent
Directors) is as follows:

Title Name Actual no. of meetings | No. of meetings with | Actual attendance R,
(Note 1) attended (B) entrusted attendance |rate (%) [B/A] (Note 2)

Chairman Andrew Tseng 6 0 100
Director Mei-Ching Tseng 6 0 100
Director Zhijia Chang 5 1 83
Director Yanxiang Huang 6 0 100
Director Zhiwei Lai 6 0 100
Director Rer?rg]sgeE;\::/\éesitgﬁg:];%i’nl_'}':éng 5 1 83

Independent Director Fengyi Lin 6 0 100 Note 3

Independent Director Ching-Fu Chen 6 0 100 Note 3

Independent Director Yifan Miao 6 0 100 Note 3

Other matters to be recorded:

i. If any of the following circumstances occurs in the operation of the board meeting, please indicate the date of the board meeting, the
session number, the contents of the motion, the opinions of all independent directors and the Company’s handling of the opinions of the
Independent Directors:

(i) Matters listed in Article 14-3 of the Securities Exchange Act.: For details, refer to the important resolutions of the board meetings.
(if) Other than the aforementioned matters, the board resolutions which Independent Directors object to or have reservations about and
there are records or written statements for them: The Company did not encounter any of the circumstances.

i. For the situation where a Director avoids a motion related to his/her own interests, please specify the director's names, the contents of
the motion, the reasons for the avoidance of interests and the voting results:

Reasons for the avoidance of

Name of Director| Resolution Content .

Iltem Board meeting Voting Results

The 8™ board meeting of the Transfer of the
1 | 19"-term Board of Directors | Andrew Tseng |Company’s treasury Relation with personal interest |accordance with the
July 31, 2019 stock to the employees law

Information on the cycle and period, scope, method and content of the Board of Directors’ self-evaluation (For more details about the
Remuneration Committee’s self-evaluation, please refer to the “Remuneration Committee Operating Status” in this annual report.)

Vote withdrawal in

Evaluation| Evaluation Evaluation : .
cycle period scope Evaluation method Evaluation content
1.Participation in Company operations
Jan.1, Board of 2.Improving the Board of Directors’ decision-making quality

Annual | 2019~Dec.31, Directors Board’s Self-evaluation 3.Composition and structure of the Board of Directors

2019 4.Appointment and continuing education of directors

5.Internal Control

1.Knowledge of corporate goals and mission

Jan, N 2.Knoyvl_edg_e ol_‘ directors’ respons?bilities

Annual | 2019~Dec.31, Ir(\jgj|V|duaI Director’s Self-evaluation 3.Part|0|patlon.|n Cqmpany operations L
2019 irector 4.Interngl relat|onsh|p m_anagemer_n and c_ommunlcanon

5.Expertise and continuing education of directors

6.Internal Control

The Company passed the “Regulations for the Performance Evaluation of the Board of Directors and Remuneration Committee” at the

g meeting of the 19" Board of Directors on November 11, 2019, and evaluated the Board of Directors’ overall annual operating

performance since 2019, with the evaluation content listed above. As for the performance evaluation, the Corporate Governance Team

is responsible for the Board of Directors’ internal self-evaluation. After the self-evaluation of directors, the assessment is submitted to

the Corporate Governance Team for sorting. The evaluation adopts an internal questionnaire. The results of the above performance

evaluation shall be provided to the directors and used as reference by the Board and Remuneration Committee in making decisions and




further improving the quality of their decisions. They can also be used as reference for the nomination of directors or selection of the
Remuneration Committee members. The Board of Directors had an excellent performance, having been able to fulfill its responsibilities
efficiently and generating an average score of 4.52 points (out of 5 points). There were no other issues raised by the directors and
Corporate Governance Team in 2019. The content of the performance evaluation was reported at the 11" meeting of the 19" Board on
February 24, 2020.

iv. The goals for strengthening the board's functions in the current and the previous year (e.g., establishment of an Audit Committee,
promotion of information transparency, etc.) and assessment of the implementation:

(i) The goals for strengthening the board's functions

A. The Company established the “Corporate Governance Best Practice Principles” during the 4™ Board of Directors held by the 18"
Board on Nov 10, 2015 to facilitate the full development of corporate governance initiatives and enhance the functions of the
Board of Directors as well as amend the best practices during the 4™ Board of Directors held by the 19" Board on Jan. 25, 2019
in accordance with the current status of the Company. Article 20 of the “Corporate Governance Best Practice Principles”
regulates the policy with regard to diversity of board members to complete the structure of the board. The structure of the Board
of Directors has achieved diversified education, expertise, gender and age.

B. Reagrding Ethical Corporate Management Best Practice Principles established in 2015, the Company passed the "Unethical
Conduct Prevention Program” at the 9" meeting of the 19" Board on November 11, 2019, aimed at actively preventing unethical
behavior. The Company established a part-time ethical management unit, which is responsible for formulating, monitoring and
executing ethical management policies and prevention plans, and reports to the Board of Directors periodically. The CompanM
passed the resolution to uphold its corporate ethical management for 2019 during the 10" Board of Directors held by the 19
Board on Jan 10, 2020.

C. In order to strengthen the functions of the Board of Directors and maximize shareholders’ interests, the Company voluntarily set
up 3 independent directors, which goes beyond compliance with the Securities Exchange Act. In addition, the independent
directors’ term of office should not exceed 9 years. Members of Board of Directors are not having any relationship, i.e., spouse or
second-degree relative holding board seats, with more than two people. Directors who are also employees of the Company
according to the consolidated financial statement, hold less than one third of the board seats. There is no government agency or
single-listed company (and its subsidiaries) that accounts for one third of the board seats.

D. The Company considered the pledge ratio of directors, supervisors and major shareholders too high, which could affect
shareholders’ equity. Hence, the Company hope that the average pledge ratio set by the directors, supervisors and major
shareholders could be lower than 50%. The set pledge ratio of directors, supervisors and major shareholders in 2019 was 0%.

E. The Company encourages board members and supervisors to attend the shareholders’ meeting to protect shareholders’ equity.
Nine directors (including three independent directors) and two supervisors, that comprise more than 1/3 of the number of
directors, attended the shareholders meeting in 2019. The chairman as well as all independent directors and supervisors were
present (refer to shareholders meeting handbook on MOPS for details).

F. The Company encourages independent directors, internal audit managers and accountants to communicate separately or jointly
through a meeting or forum that enables independent directors to function efficiently and have a more advanced understanding
of the financial report, as well as financial and business conditions of the Company. In 2019, there was a separate discussion
between independent directors and internal audit managers and accountants twice regarding the financial report and other
issues.

G. A board meeting should be held to obtain consensus and make resolutions that enable board members to carry out their
responsibilities effectively. The Company holds at least 6 board meetings every year. In 2019, 6 board meetings were held with a
directors’ attendance rate of 96%; all independent directors attended the board meeting in person. Apart from dealing with
routine matters, the Board of Directors also periodically assesses the independency of certified accountants. Audit managers
likewise attend the board meeting and submit an internal audit report to supervisors and independent directors for review.

H. The Company encourages directors to continue acquiring new knowledge and enhance response capability so they can assume
their roles effectively as members of the board. In 2019, the Company provided lecturers and courses on the topics of Corporate
Governance and taxation to all directors and supervisors. Directors and supervisors also pursued advanced studies individually
on topics such as foreign investment, value of enterprise and shareholders. A total of 11 directors and supervisors completed
training for a total of 74 hours.

I. The Company established the Compensation and Remuneration Committee to strengthen corporate governance. The members of
the committee are all independent directors at present. Meetings are held at least twice a year. The committee assesses the
policies and systems for the compensation and remuneration of directors, supervisors and managers based on professional
outlook, and provide suggestions to the Board of Directors for their reference.

(ii) Assessment of implementation: The Company holds a group business meeting every six months and explains the contents to the
Board of Directors, so that the Board of Directors can better understand the actual operation of the group. The Company adheres to
the principle of operational transparency and immediately publishes important resolutions on MOPS after the BOD meeting to
safeguard shareholders’ interests. In addition, each board meeting situation will be posted on the Company's website
(https://www.grapeking.com.tw) to enhance information transparency through instant disclosure.

Note 1: If a director or supervisor is a legal entity, please disclose the name of the corporate shareholder and of its representative.

Note 2: (i) If there is a director or supervisor leaving the Company before the end of the year, please indicate the date of departure in the note
field. The actual attendance rate (%) is calculated based on the number of board meetings held and the actual number of
meetings attended during the tenure.

(i) If there is a director or supervisor election before the end of the year, please list both the new and the old directors and
supervisors, and indicate in the Remarks column whether the director or supervisor is old, new or re-elected and the date of
election. The actual attendance rate (%) is calculated based on the number of board meetings held and the actual number of
meetings attended during the tenure.

Note 3: Attendance status of independent directors in 2019 Board of Directors meetings (V: attendance in person; ©: delegated attendance;

*: absence).
201 9 1 st 2@ 3rd 4m 5m 6Tﬁ
(2019/01/25) (2019/02/25) (2019/05/13) (2019/05/29) (2019/07/31) (2019/11/11)
Fengyi Lin \ \4 \4 \4 \4 \
Ching-Fu Chen \Y \Y \Y A\ \ \
Yifan Miao \Y% \Y% v \4 v \
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(2) Operation of the Audit Committee: The Company has not set up an Audit Committee.
Supervisors’ participation in the operation of Board of Directors meetings:

A total of 6 (A) meetings of the Board of Directors were held in 2019, the attendance of
supervisors was as follows:

Title Name Actual no. of meetings attended (B) Actual attendance rate (%) (B/A) Remarks
Supervisor Chih-Sheng Chang 6 100
Supervisor Hsing Chun Chen 6 100

Other matters to be recorded:
i. Composition and responsibilities of Supervisors:

(i) The Company has selected two supervisors in accordance with the law to supervise the execution of procedures related to
accounting, audit, financial reports as well as quality and integrity of financial control. Their main function is to exercise authority
according to The Company Act and help the Board of Directors enhance quality of supervision of the Company’s accounting,
financial reports, internal control procedures, etc. The audit managers submit the internal audit report to the Board of Directors, as
well as supervisors for review.

(i) Communication between supervisors and company employees or shareholders (for example, communication channels, methods,
etc.):

When the Company holds a shareholders meeting, the supervisors are also in attendance to facilitate communication among all
parties present.

On the Company’s website, “shareholder’s area” and “Contact Us” with dedicated staff responding to issues of concern to
shareholders have been set up. The Company also has an opinion mailbox that allows employees to anonymously give their
feedback on the Company’s system. The Company has an exclusive unit to handle these suggestions or issues raised by
shareholders or employees, which are collated, selected and reported to the supervisors.

(iii) Communication between supervisors and internal audit managers and accountants (for example, issues, methods, results, etc.
regarding financial or business situations affecting the Company):

Supervisors as well as internal audit managers are invited to attend the board meeting to allow them to discuss and deliberate on
important matters that affect the Company’s business and operations. In addition, supervisors will consult relevant questions on
company business with the internal audit managers irregularly and the internal audit managers will reply properly. Certified
accountants are also invited to attend 1 or 2 board meetings each year to report their audit results to the directors and supervisors
or share other information. The contact information of the certified accountants is provided publicly. In conclusion, supervisors and
internal audit managers or accountants can communicate with each other at all times.

ii. If Supervisors state their opinions in a board meeting, please indicate the date of the board meeting, the session number, the

contents of the motion, the results of the board resolution and the Company’s handling of the Supervisors’ opinions: The
Company did not encounter this situation.

* If there is any supervisor leaving the Company before the end of the year, please indicate the date of departure in the note field. The
actual attendance rate (%) is calculated based on the number of board meetings held and the actual number of meetings attended during
the tenure.

* If there is a supervisor election before the end of the year, please list both the new and the old supervisors, and indicate in the remarks
column whether the supervisor is old, new or re-elected and the date of election. The actual attendance rate (%) is calculated based on
the number of board meetings held and the actual number of meetings attended during the tenure.
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Note 2: Statement by Deloitte & Touche Accounting Firm

Recipient: GRAPE KING BIO LTD

Subject:

Deloitte & Touche (“D&T” or “we” or “us” or “our”) is engaged to audit the financial statements for the year then
ended December 31, 2020 of GRAPE KING BIO LTD (the “Company” or “you” or “your” or “its”). We hereby
affirm that we are independent accountants with respect to the Company, within the Bulletin of Norm of
Professional Ethics for Certified Public Accountant of the Republic of China, No.10 “Integrity, Objectivity and
Independence”. All the members of our audit team have declared to comply with the following norms and no
violation of independence.

Declaration:

1.

All the members of our audit team and their spouse or dependents do not :

(1) Hold a direct or indirect material financial interest with the Company;

(2) Have a business relationship with the Company or its director, supervisor and manager that may cause
an effect on independence.

During the period of our audit engagement, all the members of our audit team and their spouse or
dependents do not serve as the Company’s director, supervisor, manager or is in a key position having a
direct and significant influence over the audit work.

All the members of our audit team do not have close family members, such as spouse, lineal, imnmediate
affinity and sibling, who is the director, supervisor, manager of the Company.

All the members of our audit team do not accept material hospitality or gifts (the value does not exceed the
normal social matters standard) from the Company or its director, supervisor, manager, major shareholders.

All the members of our audit team have performed required self-examination procedures for independence
and conflict of interest, and no violated or unsolved conditions haven been identified.

Yu Feng Huang

Deloitte & Touche
Taipei, Taiwan
Republic of China

January 10, 2020



Recipient: GRAPE KING BIO LTD

Subject:

Deloitte & Touche (“D&T” or “we” or “us” or “our”) is engaged to audit the financial statements for the year then
ended December 31, 2020 of GRAPE KING BIO LTD (the “Company” or “you” or “your” or “its”). We hereby
affirm that we are independent accountants with respect to the Company, within the Bulletin of Norm of
Professional Ethics for Certified Public Accountant of the Republic of China, No.10 “Integrity, Objectivity and
Independence”. All the members of our audit team have declared to comply with the following norms and no
violation of independence.

Declaration:

1. All the members of our audit team and their spouse or dependents do not :
(1) Hold a direct or indirect material financial interest with the Company;
(2) Have a business relationship with the Company or its director, supervisor and manager that may cause
an effect on independence.

2. During the period of our audit engagement, all the members of our audit team and their spouse or
dependents do not serve as the Company’s director, supervisor, manager or is in a key position having a

direct and significant influence over the audit work.

3. All the members of our audit team do not have close family members, such as spouse, lineal, immediate
affinity and sibling, who is the director, supervisor, manager of the Company.

4. All the members of our audit team do not accept material hospitality or gifts (the value does not exceed the

normal social matters standard) from the Company or its director, supervisor, manager, major shareholders.

5. All the members of our audit team have performed required self-examination procedures for independence
and conflict of interest, and no violated or unsolved conditions haven been identified.

Ming Yuan Chung

Deloitte & Touche
Taipei, Taiwan
Republic of China

January 10, 2020
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ii. Remuneration Committee Operation Status

(i) The Company’s Remuneration Committee is composed of three people.

(ii)Current member’s tenure: From Jun 11, 2018 to Jun 10, 2021. In 2019 the Remuneration Committee
held four meetings (A), and the member qualifications and attendance are as follows:

Title Name Actual no. of No. of meetings with entrusted Actual attendance rate (%) Remarks
meetings attended (B) attendance (B/A)
Convener Fengyi Lin 4 0 100
Member | Ching-Fu Chen 4 0 100
Member Yifan Miao 4 0 100

Other matters to be recorded:

A. If the Board of Directors did not adopt or amend the suggestion of the Remuneration Committee, please indicate the date and session
number of the board meeting, the contents of the motion, the result of the resolution and the Company’s handling of the suggestion of
the Remuneration Committee (if the remuneration passed by the board is better than the suggestion of the Remuneration Committee,
please state the difference and the reasons): Nil.

B. If any member had objections or reservations about the resolution of the Remuneration Committee and there is a record or a written
statement, please indicate the date and session number of the Remuneration Committee meeting, the contents of the motion, all the
opinions of the members and how the opinions were handled: Nil.

C. The functions of the Remuneration Committee are to professionally and objectively evaluate the policies and systems for compensation
of the directors, supervisors, and managerial officers of the Company, meetings of the Remuneration Committee shall be held at least
two times a year and submit recommendations to the Board of Directors for its reference in decision making.

(A) Operational Responsibilities of the Remuneration Committee:

The Committee operation is subject to the “Remuneration Committee Charters” of the Company. It shall exercise the care of a good
administrator to faithfully perform the following duties and present its recommendations to the Board of Directors for discussion.

a. Periodically reviewing the Remuneration Committee Charter and making recommendations for amendments.

b. Establishing and periodically reviewing the performance assessment standards, and the policies, systems, standards, and
structure for the compensation of the directors, supervisors, and managerial officers.

c. Periodically assessing and setting their individual compensation for the directors, supervisors, and managerial officers.

(B) The Committee shall perform the duties under the preceding paragraph in accordance with the following principles:

a. Ensuring that the compensation arrangements of the Company comply with applicable laws and regulations and are sufficient to
recruit outstanding talent.

b. Performance assessments and compensation levels of directors, supervisors, and managerial officers shall take into account the
general pay levels in the industry, also to be evaluated are the reasonableness of the correlation between the individual's
performance and the Company's operational performance and future risk exposure.

c. There shall be no incentive for the directors or managerial officers to pursue compensation by engaging in activities that exceed
the tolerable risk level of the Company.

d. For directors and senior managerial officers, the percentage of remuneration to be distributed based on their short-term
performance and the time for payment of any variable compensation shall be decided with regard to the characteristics of the
industry and the nature of the Company's business.

e. No member of the Committee may participate in discussion and voting when the Committee is deciding on that member's
individual compensation.

D. Information on the cycle and period, scope, method and content of the Remuneration Committee’s self-evaluation:

Evaluation | Evaluation Evaluation Evaluation .
. Evaluation content
cycle period scope method
1. Participation in Company operations.
) 2.Knowledge of the Remuneration Committee’s responsibilities.
Jan.1, Self-evaluation of

3.Improving the Remuneration Committee’s decision-making quality.

4. Composition of the Remuneration Committee and appointment of
committee members.

5.Internal Control.

Annual  |2019~Dec.31,| Rémuneration

. the Remuneration
2019 Committee

Committee

The Company passed the “Regulations for the Performance Evaluation of the Board of Directors and Remuneration Committee” at the
9" meeting of the 19" Board of Directors on November 11, 2019, and evaluated the overall annual operating performance of the Board
of Directors since 2019, with the evaluation content listed above. The evaluation adopts an internal questionnaire. The Remuneration
Committee had an excellent performance, having been able to fulfill its responsibilities efficiently and generating an average score of
4.26 points (out of 5 points). There were no other issues raised by the Remuneration Committee and the Corporate Governance Team
in 2019. The content of the performance evaluation was reported at the 11™ meeting of the 19" Board on February 24, 2020.

E. Matters for Discussion and Resolution of Remuneration Committee, and Company's handling of member opinions:




Date Matters for Discussion Resolution and Opinion of the Company
2019.01.25 | Motion 1: Motion 1:
Elect the convener and chairperson of the 4" | Committee members Ching-Fu Chen and Yifan Miao elected fellow
Remuneration Committee of the Company. committee member Fengyi Lin as convener and chairperson. Among the

3 attending committee members, 2 votes unanimously elected

committee member Fengyi Lin as convener and chairperson of the

Remuneration Committee.

Motion 2: Motion 2:
Set up the managers’ year-end bonus for 1. Shareholders (General Manager Andrew Tseng_a_nd CFO Nick Hung)
2018. were requested not to be present when the decision was made.

2. For the performance evaluation of managers in 2018, the members
discussed and determined the performance rating in 2018 by taking
into account the manager's operating performance, contribution and
overall performance of the Company; after which, the year-end bonus
was distributed.

3. After the moderator's consultation with all the attending members, the
case was passed and the proposal was submitted to the Board of
Directors for discussion.

Motion 3: Motion 3:
Setup the “2018 Annual Excessive Profit 1. The stakeholder (General Manager Andrew Tseng) was requested not
Bonus Scheme” for Shanghai Grape King to be present when the decision was made.
Enterprises Co., Ltd. 2. After the moderator's consultation with all the attending members, the
case was passed and the proposal was submitted to the Board of
Directors for discussion.
2019.02.25 | Motion 1: Motion 1:
Payment of transportation fees for directors 1.Member opinion (1): Transportation fees should not be paid for
and supervisors who attend meetings via participants joining a video conference unless the law stipulates that
video conference. attending such conference is deemed as official attendance.
2.Member opinion (2): To encourage personal attendance, there shall
be a limit to the payment of transportation fees for participants
attending a video conference.

3. After the chairman obtains the consent of all attending members, the
director and supervisor who were not in Taiwan for the meeting and
joined the video conference instead, shall have one-third of their
transportation fees paid for attending the meeting in person, which is
limited to twice a year. The proposal was reported to the Board for
discussion.

Motion 2: Motion 2:
Issues on remuneration of employees and After the moderator's consultation with all the attending members, the
distribution of remuneration of directors and | case was passed and the proposal was submitted to the Board of
supervisors of the Company in 2018. Directors for discussion.

2019.05.13 | Motion 1: Motion 1:
Revision of the Company's "Employee After the moderator's consultation with all the attending members, the
Compensation Management Procedure". case was passed and the proposal was submitted to the Board of

Directors for discussion.

Motion 2: Motion 2:
The Company's 2018 (2019 pay) managers | After the moderator's consultation with all the attending members, the
compensation. case was passed and the proposal was submitted to the Board of

Directors for discussion.

2019.07.31 | Motion 1: Motion 1:
Transfer of the Company’s treasury stock to 1. The stakeholder (General manager Andrew Tseng) was requested not
the employees who are also directors and to be present when the decision was made.
managers. 2. After the moderator's consultation with all the attending members, the
case was passed and the proposal was submitted to the Board of
Directors for discussion.

Notes:

I. If any Remuneration Committee member leaves the Company before the end of the year , please state in the remarks column the
departure date, the actual attendance rate (%) calculated based on the number of Remuneration Committee meetings and the number of
actual meetings attended during the tenure.

. If there is a Remuneration Committee member election before the end of the year, please list both the new and the old members, and

indicate in the remarks column whether the member is old, new or re-elected and the date of election. The actual attendance rate (%) is
calculated based on the number of Remuneration Committee meetings held and the actual number of meetings attended during the

tenure.
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(9) Implementation of the internal control system

i. Internal Control Statement

(i)

(ii)

(v)

Statement of Internal Control System

Date: February 24, 2020

The internal control system in 2019, according to the result of self-assessment is thus stated as
follows:

The Company acknowledges that the implementation and maintenance of internal control
system is the responsibility of Board of Directors and management, and the Company has
established such system. The internal capital system is aimed to reasonably assure that the
goals such as the effectiveness and the efficiency of operations (including profitability,
performance and protection of assets), the reliability of financial reporting aénd the compliance
of applicable law and regulations are achieved.

The internal control system has its innate restriction. An effective internal control system can
only ensure the foregoing three goals are achieved; nevertheless, due to the change of
environment and conditions, the effectiveness of internal control system will be changed
accordingly. However, the internal control system of the Company has self-monitoring function
and the Company will take corrective action once any defect is identified.

(iii) According to the effective judgment items for the internal control system specified in “Highlights

for Implementation of Establishing Internal control System by Listed Companies” (hereinafter
referred to as“Highlights”) promulgated by Securities and Futures Commission, Ministry of
Finance R.O.C., the Company has made judgment whether or not the design and execution of
internal control system is effective. The judgment items for internal control adopted by
“Highlights” are, based on the process of management control, for classifying the internal control
into five elements: A.Control environment; B.Risk assessments; C.Control activities;
D.Information and communication; and E.Monitoring. Each element also includes a certain
number of items. For the foregoing items, refer to “Highlights”.

(iv) The Company has adopted the aforesaid judgment items for internal control to evaluate the

effectiveness of design and execution of internal control system.

Based on the above-mentioned result of evaluation, the Company suggests that the internal
control system, including the design and execution of internal control relating to the
effectiveness and efficiency of operation, the reliability of financial reporting the compliance of
applicable law and regulations has been effective and they can reasonably assure the aforesaid
goals have been achieved.

(vi) This statement will be the main content for annual report and prospectus and will be disclosed

publicly. If the above contents have any falsehood and concealment, it will involve in the liability
as mentioned in Article20, 32, 171 and 174 of Securities and Exchange Law.

(vii) This statement has been approved by the meeting of Board of Directors on February 24, 2020,

and those 9 directors in presence all agree at the contents of this statement.

Grape King Bio Ltd.
Chairman: Andrew Tseng
General Manager: Andrew Tseng
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ii. If the Securities and Futures Commission requires the Company to commission an accountant to
audit its internal control system, please disclose the accountant’s audit report: Nil.

(10) The punishment to the Company and its employees in accordance with the law, the Company’s
punishment to its employees for violation of the provisions of its internal control system, the major
defects and the improvements made in the latest year and as of the date of publication of the annual
report: Nil.

(11) Important resolutions of the shareholders’ meeting and the board meetings in the latest year and as
of the date of publication of the annual report:

i. Important resolutions of the shareholders’ meeting and the status of implementation

The Company’s 2019 general shareholders' meeting was held on May 29, 2019 at No. 402,
Section 2, Jinling Road, Pingzhen District, Taoyuan City (8F of Pingzhen Headquarters). The
resolution by the attending shareholders and the implementation status are as follows:

No.

Resolution of shareholders' meetings

Status of implementation

Acknowledgement of the Company's
2018 business report and financial
statements.

The relevant documents have been filed with the competent
authorities for record and announcement in accordance with
the Company Art and other relevant laws and regulations.

Acknowledgement of the Company's
2018 profit distribution.

Proposed June 30, 2019 as the record date, and July 26, 2019
as the payment date (cash dividend of NT$$6.5 per share).

Approved the amendment to the
Company's Article of Incorporation.

The resolution was passed and announced on the Company's
website.

Approved the amendment to the
Company's Procedures for
Acquisition or Disposal of Assets.

The resolution was passed and reported on the MOPS, and
announced on the Company's website.

ii. Important resolutions of the Board of Directors:

Independent Directors’ opinions: Nil.

Board of Matters in §14-3of Independent
Di Resolution content and subsequent handling the Securities | Directors’ objection
irectors Exchange Act  |or reserved opinion
1. Passed the “2018 management bonus scheme” proposed by the v
Remuneration Committee.
th 2. Passed the Company's business plan of 2019. \%
The 4™ board -
meeting of the 3. Passed the status of the Company’s “2018 ethical corporate v
19" term management”.
Board of |4.Passed amendments made to the “Corporate Governance Best v
Directors Practice Principles” of the Company.
Jan 25, 2019

The Company’s handling of Independent Directors’ opinions: Nil.

Results of the resolutions: All attending Directors agreed to pass the resolutions.

The 5" board
meeting of the
19" term
Board of
Directors
Feb 25, 2019

1. Passed the resolution of traveling expense for Directors, supervisors
and members of the Remuneration Committee present through video
conference.

\Y

2.Passed the 2018 remuneration distribution to employees, directors
and supervisors.

<

3. Passed the Company’s 2018 business report and financial
statements.

4.Passed the Company’s 2018 earnings distribution proposal.

5. Passed the amendment to the “Articles of Incorporation”.

6. Passed the proposal to amend the Company’s “Procedures for
Acquisition and Disposal of Assets”.

< << <

7.Passed the Company’s 2019 shareholders’ meeting date, venue and
agenda:
(1) Date: 9 am on May 29, 2019 (Wed.)
(2) Venue: Auditorium on the 8" floor of the Company at No. 402,
Section 2 Jinling Road, Pingzhen District, Zhongli District,




Board of ) _ Matters in §1_4—30f i Independlent'
Directors Resolution content and subsequent handling the Securities | Directors’ objection
Exchange Act  |or reserved opinion
Taoyuan City (8F of the Pingzhen headquarters)
(3) Agenda of the shareholders’ meeting:
A.Report Items :
1. 2018 business report.
2. The Supervisors’ review of the 2018 Financial Statements.
3. Report on Remuneration Distribution for Employees,
Directors and Supervisors for the Year 2018.
4. 2018 Implementation of Investments in the PRC.
B. Matters for Ratification:
1. Adoption of the 2018 Business Report and Financial
Statements.
2. Adoption of the Proposal for Distribution of 2018 Profits.
C.Matters for discussion
1. To amend the Company's “Articles of Incorporation”.
2. To amend the Company's Procedures for Acquisition or
Disposal of Assets.
(4) Extempore motion:
8. Passed the annual "internal control system effectiveness
assessment" and "internal control system statement” of the \%
Company.
9. Passed the review of the accountant’s independence. \%
Extempore motion:
1. The Board of Directors shall propose a proposal on directional and \

decision-making matters in the fourth quarter annually.

Independent Directors’ opinions:

The independent director consented with the proposal made in the 4™ Motion, a cash dividend of

NT$6.50 per share.

The Company’s handling of Independent Directors’ opinions:

After the proposal of the independent director, all the attending directors agreed to adopt the case, so
the Company followed accordingly and announce material Information on the MOPS on the date of

Board of Directors.

Results of the resolutions:

The 1 Motion: All directors agreed the proposal of traveling expense for Directors, supervisors and
members of the Remuneration Committee present through video conference after Chairman illustrated.
The 4™ Motion: Al attending Directors agreed to pass the resolutions after the proposal of the

independent director.
All other motions were approved by the attending directors.

The 6" board
meeting of the
19"-term
Board of
Directors
May 13, 2019

1.Passed the amendment to the Company’s “Employee Compensation

Management Procedure”. v

2.Adopted the Remuneration Committee’s proposal of the 2019 v
remuneration for managers.

3. Passed the Company’s “Standard Operational Protocol for v
Responding to Requests from Directors”.

4.Passed the amendments to the Company’s “Rules for Transferring v
Share Repurchases to Employees”.

5.Passed the amendments to the Company's internal control system v
document, "Sales and Collection Cycle".

6.Passed Shanghai Grape King to make local investment in Mainland v

China to expand the operation functions.

Independent Directors’ opinions: Nil.

The Company’s handling of Independent Directors’ opinions: Nil.

Results of the resolutions:

Motion 6 was approved by all attending directors after the Chairman and CFO added comments and
summaries. All other motions were approved upon the consent of all attending directors.

The 7" board
meeting of the
19"-term
Board of
Directors
May 29, 2019

1. Passed to set the record date for stock and cash dividends. Vv
2.Passed the Company’s proposed credit line and credit line renewal v
application with Chang Hwa Bank for its business operations.
3. Passed the Company’s proposed credit line and credit line renewal
application with Hua Nan Bank for its business operations and mid \%

and long term capital needs.

Independent Directors’ opinions: Nil.
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Board of
Directors

Matters in §14-3of Independent
the Securities | Directors’ objection
Exchange Act  |or reserved opinion

Resolution content and subsequent handling

The Company’s handling of Independent Directors’ opinions: Nil.

Results of the resolutions: All attending Directors agreed to pass the resolutions.

The 8" board
meetitpg of the
19" -term
Board of
Directors
July 31, 2019

1. Passed to transfer of the Company’s treasury stock to the
employees.

2.Passed to change the accounting firm and CPAs.

Independent Directors’ opinions: Nil.

The Company’s handling of Independent Directors’ opinions: Nil.

Results of the resolutions:

The 1% Motion: The interested parties left the meeting first, and the other attending directors agreed to
pass the case.

The 2 Motion: Al attending Directors agreed to pass the resolutions.

Interest avoidance situation:

For Motion 1, the stakeholder Andrew Tseng who was the former Chairman and General Manager, and
was eligible for transferee, so he avoided the voting due to the conflict of interests.

The 9" board
meeting of the
th
197 -term
Board of
Directors
November 11,
2019

1. Passed the annual internal audit plan of 2020. \%

2.Passed the “Performance Evaluation Regulations of the Board and v
the Remuneration Committee”.

3. Passed the amendments to the “Ethical Corporate Management Best
Practice Principles” and passed the “Unethical Conduct Prevention \%
Program”.

4.Passed the amendments to the “Insider Trading Prevention

o \%

Management Regulations” and conduct advocacy.

5. Passed the motion of re-appointing the executive director and
supervisors for the reinvestment subsidiary- Shanghai Rivershine \%
Ltd.

6. Passed the motion of using the 2018 undistributed profit for v
substantial Investment.

7.Passed the Company’s proposed credit line and credit line re-newal v
application with Land Bank of Taiwan for its business operations.

Independent Directors’ opinions: Nil.
The Company’s handling of Independent Directors’ opinions: Nil.

Results of the resolutions:

Except for Motion 2 for which the directors discussed the evaluation and disclosure means was
approved by all attending directors, all other motions were approved upon the consent of all attending
directors.

Interest avoidance situation:

For Motion 5, the reappointment of Supervisors did not receive benefit from remuneration, thus no
withdrawal from the voting session was required.

The 10" board
meeting of the
19"-term
Board of
Directors
January 10,
2020

1. Passed the “2019 management bonus scheme” proposed by the
Remuneration Committee.

2. Passed the Company's business plan of 2020.
3. Passed the Evaluation of independent of External Certificate Auditor.

4. Passed the Company's Financial Statement Preparation Process
Management Regulations and report on the financial report Vv
preparation situation.

5. Passed the introduction of strategic partners to expand the
operations through joint ventures in Mainland China.

<

<

6. Passed the change of Spokesperson.
7.Passed the change of Acting Spokesperson.

8. Passed the motion of lifting the business strife limitation for the
financial and accounting manager of the Company.

9. Passed the motion of lifting the business strife limitation for the Vice
General Manger of the R&D Division of the Company.

10. Passed the motion of authorizing the chairman to handle the price
and terms regarding purchasing of land.
Independent Directors’ opinions:

The independent director suggested checking the provisions of the Articles of Incorporation for Motion
5. The independent director proposed the response was too slow for Motion 10.

< << <

<




Board of
Directors

Resolution content and subsequent handling

Matters in §14-3of
the Securities
Exchange Act

Independent
Directors’ objection
or reserved opinion

The Company’s handling of Independent Directors’ opinions:
For Motion 5, the Company would follow the Articles of Incorporation. For Motion 10, the Company
explained the reason to the independent director, and would take action as soon as possible.

Results of the resolutions:
Motion 5 was discussed by the directors in detail after the opinion was given by the independent
director, and finally approved upon the consent of all attending directors. Motion 10 was discussed by
directors in detail after the opinion was given by the independent director, and finally approved upon the
consent of all attending directors. All other motions were approved upon the consent of all attending
directors.

The 11" board
meeting of the
19"-term
Board of
Directors
February 24,
2020

1. Passed the amendments to the “Remuneration Committee Charters”.

2.

Passed the 2019 remuneration distribution to employees, directors
and supervisors.

<

3.

Passed the Company’s 2019 business report and financial
statements.

.Passed the Company’s 2019 earnings distribution proposal.

.Passed the amendment to the “Articles of Incorporation”.

.Passed the amendment to the Company’s Procedures for Election of

Directors and Supervisors.

< << <

.Passed the amendment to the Company’s Rules of Procedure for

Shareholders’ Meetings.

<

.Passed the amendment to the Company’s Procedures for Loaning

Funds to Others.

.Passed the amendment to the Company’s Procedures for

Endorsements and Guarantees.

10. Passed the Company’s 2020 shareholders’ meeting date, venue

and agenda:

(1) Date: 9 am on May 28, 2020 (Thursday)

(2) Venue: Auditorium on the 8" floor of the Company at No. 402,
Section 2 Jinling Road, Pingzhen District, Zhongli District,
Taoyuan City (8F of the Pingzhen headquarters)

(3) Agenda of the shareholders’ meeting:

A. Report ltems :
1. 2019 business report.
2. The Supervisors’ review of the 2019 Financial Statements.
3. Report on Remuneration Distribution for Employees,
Directors and Supervisors for the Year 2019.
4. Amendments to the Rules for Transferring Share
Repurchases to Employees.
B. Matters for Ratification:
1. Adoption of the 2019 Business Report and Financial
Statements.
2. Adoption of the Proposal for Distribution of 2019 Profits.

. Matters for discussion

1. To amend the Company’s Article of Incorporation.

2. To amend the Company’s Procedures for Election of
Directors and Supervisors.

3. To amend the Company’s Rules of Procedure for
Shareholders’ Meetings.

4. To amend the Company’s Procedures for Loaning Funds
to Others.

5. To amend the Company’s Procedures for Endorsements
and Guarantees.

D.Extempore motion:

1.

Passed the 2019 “Validity Assessment of Internal Control System”
and “Statement of Internal Control System” of the Company.

12.

Approved the amendments to the “Rules of Procedures for the
Board of Directors”.

13.

Passed the motion of purchasing land for plant construction in
Pingjhen Industrial Park.

14.

Passed a motion to provide e-notice and meeting minutes at the
board meeting so that environmental protection measures could be
implemented and data provisioning efficiency could be improved.
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Board of
Directors

Matters in §14-3of Independent
Resolution content and subsequent handling the Securities | Directors’ objection
Exchange Act  |or reserved opinion

Extempore motion:
1. Settled the date of holding the next board meeting.

2.Passed a motion requesting the companies under the Group to
present a report regarding their response to the epidemic in the next \%
board meeting.

Independent Directors’ opinions:

For Motion 13, the independent director asked about the difference between the given and expected
amount; for Motion 14, the independent director gave instructions and suggested adding a received
notification function for sent email.

The Company’s handling of Independent Directors’ opinions:

Motion 13, after the chairman explained the difference, it was approved upon the consent of all
attending directors. As for the implementation of Motion 14, the suggestion of the independent director
to add a received natification function for sent e-mail, was approved.

Results of the resolutions:

Motion 13, after the chairman explained the difference to the independent director, it was approved
upon the consent of all attending directors. Motion 14 was discussed by the directors in detail after the
opinion was given by the independent director, and finally approved upon the consent of all attending
directors. Moreover, it was implemented after the release of the meeting minutes, and the received
notification function for sent email was added. For extemporary Motion 1, to address matters pertaining
to corporate governance and the financial statement, the date for holding the next board meeting was
settled. For extemporary Motion 2, after the directors discussed the possible risks, the chairman and
CFO pointed out the current practice. The motion was passed requiring all companies under the group
to present a report regarding their response to the epidemic in the next board meeting. Except for the
above motions, all other motions were approved upon the consent of all attending directors.

(12) If the directors or supervisors have different opinions about important resolutions adopted by the
board in the latest year and as of the date of publication of the annual report, and there are records
or written statements: Nil.

(13) Summary of the resignation of the Company’s related personnel

i. Summary of the resignation and dismissal of personnel relevant to the financial report in 2019
(including the chairman, general manager, chief accountant, chief financial officer, internal audit
manager, R&D director, etc.): Nil.

ii. Summary of the resignation and dismissal of personnel relevant to the financial report as of the
date of publication of the annual report (including the chairman, general manager, chief
accountant, chief financial officer, internal audit manager, R&D director, etc.): Nil.



5. Accountant Fees

(1) Accountant fee information and tier table
Accounting firm CPA name Audit period Remarks
Ernst & Young Mars Hung Julia Lo Jan 1, 2019 - June 30, 2019
Unit: NT$ thousand
: e S Audit fee Non-audit fee Total
Tier
1 | Lower than 2,000,000 1,289 1,316
2 | 2,000,000 (inclusive) ~ 4,000,000 2,605
3 | 4,000,000 (inclusive) ~ 6,000,000
4 | 6,000,000 (inclusive) ~ 8,000,000
5 | 8,000,000 (inclusive) ~10,000,000
6 | 10,000,000 and more
Accounting firm CPA name Audit period Remarks

Deloitte & Touche Yu Feng Huang Ming Yuan Chung

July 1, 2019 - Dec 31, 2019

Unit: NT$ thousand

Tier

Fee item

Audit fee

Non-audit fee Total

Lower than 2,000,000

270

2,000,000 (inclusive) ~ 4,000,000

2,435

2,705

4,000,000 (inclusive) ~ 6,000,000

6,000,000 (inclusive) ~ 8,000,000

8,000,000 (inclusive) ~10,000,000

Ol AW N|=

10,000,000 and more
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(2) If the non-audit fees paid to the certifying CPA, the CPA’s firm and the firm’s affiliated businesses are
more than 25% of the audit fees, please disclose the audit and non-audit fees and the non-audit

services.
Unit: NT$ thousand
A i Audit Non-audit fee
ccgun ing CPA name uai System | Business Others Audit period Remarks
firm fee . . - HR Sub-total
desig n | registration (Note 2)
Ernst & Mars Hung 2019.01.01
Young Julia Lo 1,289 - 2 - | 1,314 1,316 ~2019.06.30
Yu Feng To meet long-term
Huang strategic development,
. management needs and
D.I?cl)%l(t:tﬁe& . 2,435 - - - 270 270 ~22001 1990172'0; 1 enhance corporate
Ming Yuan e governance, the
Chung Company changed the
CPAs from 2019Q3.

Note 1: If the Company has changed the CPAs or accounting firm this year, it should indicate the audit period and explain
the reason for the change under Remarks. It should also disclose the audit and non-audit fees paid.
Note 2: Non-audit fees are presented by service items. If the "other" non-audit fees are 25% or more of the total amount of
non-audit fees, please list the services in the remarks column:
i. Ernst & Young: The "others" of non-audit fees include NT$1,284 thousand for the CSR report and consulting
service, NT$30 thousand for the Product sales confirmation report.
ii. Deloitte & Touche: The "others" of non-audit fees include NT$110 thousand for the CSR report and assurancing
service, NT$160 thousand for the transfer pricing report.
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(3) If there is a change of the accounting firm, and in the year of the change the audit fee is lower than
that in the previous year, please disclose the audit fees before and after the change and the reasons:
Nil.

(4) If the audit fee is reduced by more than 15% over that in the previous year, please disclose the
amount of audit fee reduced, the proportion and reason for the reduction: NA.

6. Change of Accountants:

(1) About the Former CPA

Reason for the date of changed Passed in the Board of Directors on July 31, 2019

92URUIBAOL) 91eJ0dI0D)

To meet long-term strategic development, management needs and

Reason for the replacement
enhance corporate governance.

Party CPA Consi
Specify that whether the Company or the original | Situation Clsigier
CPA decided to terminate or discontinue the : - -
Appointment terminated automatically \%
engagement
Appointment rejected (discontinued)

Opinions (except for unqualified issues) in the
audit reports within the last two years and the Nil
reason

Accounting principles or practices

Y Disclosure of financial statement
es

Audit scope or steps
Corporate Compatibility Issues P P

Others
No |V
Specify | NA
Other Disclosures Nil
(Specified in Article 10.6.1.4~7 - Standards)
(2) About Successor CPA
Accounting Firm Deloitte & Touche Accounting Firm
Names of CPAs Yu Feng Huang, Ming Yuan Chung
Date of engagement 2019.08.21

Consultation results and opinions on accounting treatments or
principles with respect to specified transactions and the

Company's financial reports that the CPA might issue prior to Nl
engagement.

Successor CPA’s written opinion (i.e., expressing disagreement) Nil
of the former CPA.

(3) Reply of Former CPAs on Article 10.6.1 and Article 10.6.2.3 - Standards:NA.

7. The Employment of the Company’s Chairman, General Manager, Financial or Accounting
Manager with the Firm of the Auditing CPA or Its Affiliated Businesses in the Past Year: Nil.
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8. Particulars about Changes in Shareholding and Equity Pledge of Directors, Supervisors,
Managers and Shareholders Holding More than 10% of the Company's Shares in the Past Year
and as of the Date of Publication of the Annual Report:

(1) Changes in Shareholding of Directors, Supervisors, Managers and Major Shareholders

March 30, 2020 Unit: share

2019 Current year as of March 30
Title (Note) Name Shareholding | Pledged share | Shareholding | Pledged share
Increase/ Increase/ Increase/ Increase/
(Decrease) (Decrease) (Decrease) (Decrease)
Chairman and GM Andrew Tseng 291,000 - 45,000 -
Director Zhijia Chang - - - -
Director Mei-Ching Tseng 181,000 - 97,000 -
Director Zhiwei Lai - - - -
Director Yanxiang Huang 176,000 - - -
Director Ding Fu Investment Co., ) ) ) )
Ltd. (Note 2)
(Legal Ir:)elprﬁg;%rntative) Sheng-Bin Tseng (Note 2) . . ) .
Independent Director Fengyi Lin - - - -
Independent Director Ching-Fu Chen - - - -
Independent Director Yifan Miao - - - -
Supervisor Chih Sheng Chang - - - -
Supervisor Hsing Chun Chen 41,000 - 54,000 -
mabuty M. Jin-Chu Chen 25,000 - ; -
DeputyDQl\./I,.Business Yuan-Tsung Lin 10,000 - - -
ivision

Governancs Offcer Nick Hung 5,000 : : :
CLO Chih-Lin Hung 15,000 - - -

Note 1: The Company has no shareholders with more than 10% of the Company's total shares.
Note 2: Ding Fu Investment Co., Ltd. was elected Director on May 29, 2018 and appointed Mr. Sheng-Bin Tseng as a legal
representative on May 29, 2018.

(2) Share Trading Information:

Name Reasons Transaction | Transaction The relation between “Transaction counterpart” |Number Transaction
(Note1) for transfer date counterpart and “Company, director, supervisor and of rice
(Note 2) P shareholding ratio exceed 10% shareholder” | shares P
o 2019.03.14 Chang-Yeh Mother-child relatlonshlp with Andrew Tseng, 73,000 )
Andrew |Acquisition Tseng chairman of the Company
Tsen Gift - —_chi i ip wi
g (Gift) 2019.12.20 Chang-Yeh Mother-child relatlonshlp with Andrew Tseng, 73,000 )
Tseng chairman of the Company
o o 2019.03.14 Chang-Yeh | Mother-child relatlonshlp with Mei-Ching Tseng, 73,000 )
Mei-Ching | Acquisition Tseng director of the Company
Tsen Gift R _chi i iD wi i-Chi
g (Gift) 2019.12.20 Chang-Yeh | Mother-child relatlonshlp with Mei-Ching Tseng, 74.000 )
Tseng director of the Company

Note 1: The name of Company, director, supervisor and shareholding ratio exceed 10% shareholder.
Note 2: Acquisition or Disposal.

(3) Share pledge Information: NA.
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9. Information about the top 10 shareholders who are related parties

March 30, 2020 Unit: share; %
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Name and relationship of
top 10 shareholder who
Own shareholding Shareholdlr}gs of the Shareholcjlng in other has thg |nter.ested-party
spouse and minor children people’s names relationship per the
Name Financial Accounting | Remarks
Standards Bulletin No. 6
Shareholding Shareoz)oldlng Shareholding Share(;)oldlng Shareholding Share(;)oldlng Name Relationship
PubonLife | g 998 000 6.60 - - - - Nil Nil
Insurance
Nanshan Life
Insurance Co., | 6,688,000 4.91 - - - - Nil Nil
Ltd.
Chang-Yeh | Mother and
Tseng son
Andrew Tseng | 6,167,244 4.53 - - - - Mei-Ching | Sister and
Tseng brother
Chang-Yeh | Mother and
Mei-Ching Tseng daughter
Tseng 4,797,117 3.52 - - 45,000 0.03 Andrew Sister and
Tseng brother
Cathay Life
Insurance Co., | 4,293,000 3.15 - - - - Nil Nil
Ltd.
Andrew Mother and
Chang-Yeh Tseng son
Tseng 4,021,114 2.95 ) . . . Mei-Ching | Mother and
Tseng daughter
New Labor
Retirement 3,286,000 2.41 - - - - Nil Nil
Fund
Ching Biao
Biotech Co., 3,012,000 2.21 - - - - Nil Nil
Ltd
. Li, . 2,235,879 1.64 - - - - Nil Nil
Hsing-Hsiang
Labor 2,202,000 1.62 - - - - Nil Nil
Insurance Fund

10. Total comprehensive shareholding ratio for the number of shares held by the Company, the

Company's directors, managers and the Company directly or indirectly controlled by the
Company in the same investment business.

December 31, 2019 Unit: thousand share; %

. Investment by directors, supervisors,
Re-invested The Company’s investment managers or directly or indirectly Total investment
bu(sll\ln:tzes controlled businesses
Shareholding Shareholding % Shareholding Shareholding % Shareholding Shareholding %

Pro-Partner  Ltd. 10,560 60 - - 10,560 60
GRAPE KING
INTERNATIONAL 24,890 100 - - 24,890 100
INVESTMENT INC.
Shanghal Grgpe No shareholding as it No shareholding as it No shareholding as it
King Enterprise ] L 100 . L - . L 100
Co.. Ltd is a limited company is a limited company is a limited company
Rivershine Ltd. 3,000 100 - - 3,000 100
Shanghai No shareholding as it No shareholding as it No shareholding as it

. ) ) g 100 : o - PR 100
Rivershine Ltd. is a limited company is a limited company is a limited company
Dongpu Biotech No shareholding as it No shareholding as it No shareholding as it

- ) L 100 . L - PR 100

Corporation is a limited company is a limited company is a limited company
GK BIO
INTERNATIONAL 900 30 - - 900 30
SDN. BHD.

Note: The investment of the Company based on the equity method.
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. Capital and Shares

. Corporate Bonds

. Preferred Shares

. Overseas Depositary Receipts

. Employee Stock Options

. Issuance of Restricted Stock for Employees

. Issuance of New Shares for Merger, Acquisition or

Exchange of Other Companies’ Shares

. Financing Plans and Implementation
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(3) Shareholding Distribution Status

Common Shares: Face value NT$10 per share

March 30, 2020 Unit: person; share; %

Shareholding Tiers No., of Shareholders Shareholding %
1 to 999 23,678 1,419,845 1.04
1,000 to 5,000 6,307 10,661,494 7.82
5,001 to 10,000 441 3,331,102 2.44
10,001 to 15,000 131 1,636,614 1.20
15,001 to 20,000 73 1,334,268 0.98
20,001 to 30,000 60 1,491,675 1.10
30,001 to 40,000 46 1,609,267 1.18
40,001 to 50,000 34 1,578,365 1.16
50,001 to 100,000 56 3,971,561 2.91
100,001 to 200,000 46 6,633,138 4.87
200,001 to 400,000 32 9,176,545 6.73
400,001 to 600,000 7 3,324,010 2.44
600,001 to 800,000 9 6,267,316 4.60
800,001 to 1,000,000 7 6,484,198 4.76
1,000,001 or more 31 77,366,975 56.77
Total 30,958 136,286,373 100.00
Preferred shares: NA
(4) Major Shareholders
March 30, 2020 Unit: share; %
Name e Shareholding %
Fubon Life Insurance 8,998,000 6.60
Nanshan Life Insurance Co., Ltd. 6,688,000 4.9
Andrew Tseng 6,167,244 4.53
Mei-Ching Tseng 4,797 117 3.52
Cathay Life Insurance Co., Ltd. 4,293,000 3.15
Chang-Yeh Tseng 4,021,114 2.95
New Labor Retirement Fund 3,286,000 2.41
Ching Biao Biotech Co., Ltd 3,012,000 2.21
Li,Hsing-Hsiang 2,235,879 1.64
Labor Insurance Fund 2,202,000 1.62
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(5) The Share’s Market Price, Net Worth, Earnings and Dividends for the Past Two Years

Unit: NT$; share; %

Year Current year as
Item 2018 2019 | of March 30, 2020
. Highest 275.00 222.00 234.00
Market price per ' oc 185.00 168.00 175.00
share (Note 1)
Average 220.88 199.28 209.51
Net worth per share |Before distribution 42.20 45.38 (Note 6)
(Note 2) After distribution 35.70 - -
. Weighted average number of shares | 135,363,048 | 135,875,798 136,032,373
Earnings per share :
Earnings per share 9.57 9.63 (Note 6)
Cash dividend 6.50 6.50 (Note 7) -

Bonus |By Retained earnings - - -
shares By Paid-in Capital - - -
Accumulated undistributed dividends - - -

Dividend per share

Price / Earnings ratio (Note 3) 23.08 20.69 -
'”Vesgg"a‘f;‘sti;et“m Price / Dividend ratio (Note 4) 33.98  |30.66 (Note 7) ;
Cash dividend yield rate (Note 5) 2.94 3.26 (Note 7) -

Note 1: The highest and lowest market prices of ordinary shares in each year; the average annual market price

is calculated based on the annual turnover and volume.

Note 2: Based on the number of shares issued as of the end of the year, and in accordance with the resolution

of the annual shareholders' meeting on earnings distribution.

Note 3: Price / Earnings ratio = average closing price per share for the year / earnings per share.

Note 4: Price / Dividend ratio = average closing price per share for the year / cash dividend per share.

Note 5: Cash dividend yield rate = cash dividend per share / average closing price per share for the year.

Note 6: As of the date of publication of the annual report, the information hasn’t been CPA audited or reviewed.
Note 7: The 2019 annual earnings distribution has not yet been approved during the shareholders' meetings.

(6) Dividend Policy and Implementation Status

The Company is in a stable growth stage. It takes into account the current and future
development plans, the investment environment, capital needs and domestic and overseas
competitions, as well as the interests of shareholders and other factors in order to maintain a
stable and sustainable operation. The Company distributes no less than 60% of the balance of
the current annual surplus as dividends, but will not distribute dividends if the accumulated
surplus is less than 10% of the paid-in capital. The dividends can be made in cash or stock, and
the cash dividend will not be less than 10% of the total dividends.

If there is a surplus in the Company's annual accounts, after paying taxes and making up for the
accumulated loss in accordance with the law, 10% will be allocated as the statutory reserve.
However, if the statutory reserve has reached the paid-in capital amount of the Company, then no
further allocation will be made and a provision or reversal of special reserve will be made from the
balance in accordance with the law. If there is a balance of current surplus, it will be combined
with accumulated undistributed surplus, and the Board of Directors will propose a surplus
distribution motion for the dividend distribution resolution of the shareholders’ meeting.

The proposed dividend distribution:
On Feb 24, 2020, the Board of Directors adopted the proposed cash dividend of NT$884,210,425
(NT$6.5 per share) to shareholders, subject to the resolution of the 2020 shareholders' meetings.

iii. Is there any significant change to be made to the dividend policy: Nil.

(7) Impact of the Proposed Bonus Shares on the Company's Operating Performance and Earnings per

Share: There were no bonus shares.




(8) Bonuses of Employees, Directors and Supervisors:

The percentage or scope of the bonuses of Employees, Directors and Supervisors stipulated in
the Articles of Incorporation :

According to the stipulations of the Articles of Incorporation, if there is a profit for the year, the
Company shall pay 6% to 8% of it for the employee bonus and not more than 2% for the
supervisor bonus. However, if there is still a cumulative loss, an amount to make up for the loss
should be retained in advance. The aforesaid employee bonus shall be paid in shares or cash,
and shall be approved by a board meeting with the attendance of more than two-thirds of the
directors and the consent of more than half of the attending directors, and then be reported to the
shareholders' meeting. The Company also has an “Employee Remuneration Management
Procedure”, which has been reviewed by the Remuneration Committee and approved by the
Board of Directors, to regulate the details and methods of distribution.

. The basis for the estimation of the amount of bonus of employees, directors and supervisors in

the current period, and the accounting treatment if there is a difference between the actual
employee bonus paid in shares or cash and the estimated amount: If there is a discrepancy
between the estimated number and the actual amount in the resolution of the Board of Directors,
it will recognize as profit and loss for the next year.

Bonus distribution as passed by the board meeting:

(i) Bonus of employees, directors and supervisors paid in shares or cash:
A. Employee bonus: cash NT$122,964,472; share distribution: Nil.
B. Bonus for directors and supervisors: NT$30,741,118.

(ii) Employee bonus paid in shares as a percentage of the total amount of the current net profit
after tax and the total employee bonus: Nil.

. If there is a difference between the actual distribution of bonus of employees, directors and

supervisors (including the number of shares, the amount and the share price) in the previous year
and the provision for the bonus, please describe the difference, the reason and the accounting
treatment:

There is no discrepancy between the actual remuneration paid to employees, directors and
superyvisors in 2019 and the amount in the resolution of the Board of Directors.

(9) Buyback of Treasury Stock

March 30, 2020

Treasury stocks: Batch Order 2" Trench
Purpose of buy-back Share distribution to employees
Timeframe of buy-back January 4, 2017 ~ March 3, 2017
Price range 118.00~349.50

Class, quantity of shares bought back 508,000 ordinary shares

Value of shares bought-back (in NT$ thousands) NT$91,061,773

Ratio of number of shares bought back to the

number of shares to be repurchased 16.93%

Shares sold/transferred 254,000 shares
Accumulated number of company shares held 254,000 shares
Percentage of total company shares held (%) 0.19%
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A WDN

. Corporate Bond : Nil.
. Preferred Shares: Nil.
. Overseas Depositary Receipts: Nil.

. Employee Stock Options:

(1) Employee Stock Options: Nil.

(2) The name, acquisition and subscription of the manager, as well as the top 10 employees, who have
obtained the Employee Stock Options: Nil.

. Issuance of restricted share for employees:

(1) Issuance of restricted share for employees: Nil.

(2) The name, acquisition and subscription of the manager, as well as the top 10 employees, who have
obtained the restricted share for employees: Nil.

Issuance of New Shares for Merger, Acquisition or Exchange of Other Companies’ Shares: Nil.

Financing Plans and Implementation:

No issuance or private placement of securities was completed by the Company, or neither did it issue
securities nor provided benefits in recent years.






. Business Scope
2. Market and Sales Overview

3. Employee Information for the Past Two Years and as
of the Publication of the Annual Report

4. Environmental Expenditure Information
5. Labor Relations

6. Important Contracts



1. Business Scope:

(1) Business scope

Main businesses:

(i)

(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)
(xi)
(xii)
(xiii)
(xiv)
(xv)
(xvi)
(xvii)
(xviii)
(xix)
(xx)
(xxi)
(xxii)
(xxiii)
(xxiv)
(xxv)
(xxvi)
(xxvii)
(xxviii)
(xxix)

(xxx)

(xxxi)

(xxxii)
(xxxiii)
(xxxiv)
(xxxv)
(xxxvi)

C103050 Canned, Frozen, Dehydrated Food Manufacturing
C106010 Flour Milling

F203010 Retail sale of Food and Grocery
F102170 Wholesale of Food and Grocery
C201010 Prepared Animal Feeds Manufacturing
F202010 Retail sale of Animal Feeds

F102040 Wholesale of Nonalcoholic Beverages
C114010 Food Additives Manufacturing
F121010Wholesale of food additives

F221010 Retail of food additives
C109010Seasoning Manufacturing

F501030 Coffee/Tea Shops and Bars
C802041Drugs and Medicines Manufacturing
F108021 Wholesale of Drugs and Medicines
F208021 Retail Sale of Drugs and Medicines
F208050 Retail Sale of the Second Type Patent Medicine
F108031 Wholesale of Drugs, Medical Goods
F208031 Retail sale of Medical Equipment’s
C802100 Cosmetics Manufacturing

F108040 Wholesale of Cosmetics

F208040 Retail Sale of Cosmetics

C802090 Cleaning Products Manufacturing
F207030 Retail Sale of Cleaning Preparations
F107030 Wholesale of Cleaning Preparation
C105010 Edible Oil Manufacturing

C102010 Dairy Products Manufacturing
F206020 Retail Sale of Articles for Daily Use
F106020 Wholesale of Articles for Daily Use

9|1Joid suoiesadQ | <

F104110 Wholesale of Cloths, Clothes, Shoes, Hat, Umbrella and Apparel, Clothing Accessories and

Other Textile Products

F204110 Retail sale of Cloths, Clothes, Shoes, Hat, Umbrella and Apparel, Clothing Accessories and

Other Textile Products
F401010 International Trade
H201010 Investment

H701010 Residence and Buildings Lease Construction and Development

C110010 Beverage Manufacturing
C199990 Other Food Manufacturing Not Elsewhere Classified

F102030 Wholesale of Tobacco Products and Alcoholic Beverages

(xxxvii) F203020 Retail Sale of Tobacco and Alcoholic Beverages
(xxxviii) 1401010 General Advertising Services

(xxxix)
(x1)
(xli)
(xlii)
(xliii)
(xliv)
(xIv)

JEO1010 Rental and Leasing Business
1212010 Manpower Services

A101040 Edible Fungus and Algae
A101030 Special Crops
A101050 Flower Gardening

1G01010 Biotechnology Services
F401171 Alcohol Drink Import

75



9|1Joid suonesadQ | <

76

(xlvi)  F107080 Wholesale of Environment Medicines
(xlvii)  F207080 Retail Sale of Environment Medicine
(xlviii) C802080 Pesticides Manufacturing

(xlix)  H703100 Real Estate Rental and Leasing

)] F601010 Intellectual Property

(i) 1101090 Food Consultancy

(lii) C201020 Pet food processing

(liii) F106060 Wholesale of pet food and appliances
(liv) F206050 Retail of pet food and appliances

(Iv) 7799999 All business items that are not prohibited or restricted by law, except those that are subject to

special approval.

ii. Business weighting:

Unit: NT$ thousand; %

Product Type Amount Percentage
Health food 7,717,633 84
OEM 930,391 10
Beverage 206,692 2
Others 384,354 4
Total 9,239,070 100

The Company's current products:
The manufacturing and trading of health care products, beverages, etc.

. Development plan for new products in 2020:

Grape King plan to launch 7 products under its own brand this year, including new products and
upgraded versions of existing best-selling products to meet customer demand as well as other
related product categories, such as physical fithess management, metabolism upgrade, digestive
health (intestinal tract), blood glucose control, beauty & health drinks, men's health drinks, etc.
This year, the health food application of the Company’s proprietary probiotic technology will
expand for the first time to include food items and individual cleansing and skin care products.
Pro-Partner is expected to launch a new product this year too. In addition to the functional
expansion of health products, we also plan to develop dairy products using its proprietary raw
materials. This will allow Grape King products to reach more households and promote the value of
health and wellness.

(2) Industry overview

Industry status and development

Countries worldwide are actively promoting the development of the biotechnology industry to
seize business and market opportunities. With the global trend of commercialization of
biotechnology, Taiwan has included biotechnology in its key development programs for emerging
technologies. At present, pharmaceuticals, medical equipment, health and well-being are the
mainstream targets for the development of the biotechnology industry, which maximizes various
investment incentives and information to commercialize development achievements, promotes
industry-academic-research cooperation, organizes alliances for the export of medical products,
strengthens connections with advanced countries regarding technology, accelerates
internationalization, and improves the competitiveness of Taiwan’s biotechnology industry.

With the efforts of the Government and the private sector over the years, Taiwan's
biotechnology industry scale continues to expand. In 2018, the turnover of the biotechnology
industry reached NT$514.8 billion, up 5.6% from 2017 and the private sector’'s investment in



biotechnology was more than NT$55.2 billion, up 5% from 2017. The sales volume of medical
equipment was NT$159.2 billion; NT$80.3 billion for pharmaceuticals, NT$104.7 for the biotech
applications, and NT$170.6 billion for health and well-being.

As the enhancement of income and westernization of dining habits, there has been a
transition from insufficient intake of nutrition to excessive and unbalanced intake, making people
face the risk of diseases from high blood sugar, high blood pressure and high blood fat. For
disease prevention, the purchase of functional or health care products has become a trend which
promotes the rapid growth of the health food market. The application of biotechnology to extract
nutrients or active ingredients from natural animals, plants and microorganisms to develop health
care products can not only meet the health care needs of modern citizens, but can increase the
added value of products and create higher profits.

As health care products have high added values, and different health care products can be
offered to meet the needs of different groups of customers, they can easily form a separate
market segment and attract manufacturers in the food, biotechnology and drug industries to invest
in the development. Even upstream dealers of food ingredients or direct marketing/marketing
companies are optimistic about the rapid growth of the health food market, and are investing in the
development of health care products. The value of imports is NT$11.398 billion in 2018, and the
value of exports is NT$10.885 billion in 2017 to NT$14.140 million in 2018, representing a growth
of 29.9%. In view of the large volume of foreign health food imports, domestic health food
manufacturers have taken a localization strategy to incorporate the resources of research
institutions to jointly develop Taiwan's local health care ingredients for their products. This can not
only reduce the price fluctuation impact of foreign resources, but because of the use of local
health care ingredients, the products are easy to be accepted by the local people, and can form a
separate market segment from the international market. In order to expand their businesses more
quickly, manufacturers also actively seek suitable products or partners to penetrate foreign
markets. For example: To establish retail channels for its proprietary products in Mainland China,
the Company has partnered with All Cosmos Bio-Tech to set up GK BIO INTERNATIONAL SDN.
BHD., a joint venture in Malaysia. By combining the advantages of both agencies and distributors,
it has tapped the nutrition and health food market in Malaysia.

With the "Health Food Management Law" published, health food is differentiated from general
food. In addition, the Department of Health of the Executive Yuan announced the effectiveness
assessment of health care products to serve as a basis for manufacturers’ application for health
food product reviews. At present, the health food safety assessment items announced by the
Department of Health of the Executive Yuan include 13 items: the regulation of blood fat,
regulation of blood sugar, allergy adjustment, immunity improvement, anti-formation of body fat,
fatigue resistance, bone care, aging resistance, gastrointestinal function improvement, liver
protection, dental care, and regulation of blood pressure and promotion of iron absorption. The
Department has also established health food standards for products such as meniscus and fish
oil.

On the direct marketing side, as of the end of 2018, the number of multi-level marketing
companies reporting to the Fair Trade Commission was 346, of which local companies accounted
for about 83.24%, and foreign companies accounted for only 16.76%. In 2018, the total number of
participants in direct marketing in Taiwan was 3,048.7 thousands, and the total turnover of the
multi-level marketing industry was NT$83.027 billion. The main products of the multi-level
marketing industry are still nutrition and health care products and beauty care products, followed
by cleaning products. This situation has not changed for years. However, with the vigorous
development of community media and the popularity of smart phones, the multi-level marketing

9|1Joid suoiesadQ | <

7



9|1Joid suonesadQ | <

78

industry is gradually transitioning from physical sales to virtual network. For this reason, more and
more multi-level marketing companies have gradually abandoned the traditional sales model of
"people to people and word of mouth marketing" used in the past, and shifted to internet and
community media marketing. This enables an organization to pass on information more quickly,
and strengthens the connectivity between the internal distributors of an organization and external
distributors, and between consumers and distributors. It is also more conducive to the promotion
of products and business.

i. Relationship among the industry’s up, mid and down streams

Upstream: material development, formula development and upgrading.
Midstream: manufacturing.

Downstream: distribution channels, including the traditional physical stores (such as discount
stores, beauty shops and supermarket chains), virtual channels such as online
shopping malls or TV shopping, and direct marketing channels.

The Company has a complete industry chain. The upstream is the core manufacturing
technology of microbial fermentation which is used to develop key ingredients such as lactic acid
bacteria, Ganoderma lucidum and Antrodia mycelium. The midstream is the preparation and
packaging capability and the downstream is the Company’s own distribution channels and brands.
Therefore, the Company can make a flexible response to the overall industry change and continue
to win consumer favor and trust.

Product development trends

(i) Immunoregulation is the focus of the Company's development of health care products, and
Ganoderma lucidum related products have obtained the health food certification of the
Department of Health.

(i) Lactic acid bacteria products have become one of the most popular intestinal health products
in recent years. The lactic acid bacteria products of the Company are not only rich in bacteria,
but are very popular with consumers. They also obtained health food certification numbers,
and have the two functions of gastrointestinal function improvement and allergy adjustment.

(iii) For Taiwan's common liver diseases, the Company developed health care products such as
Antrodia King and Antrodia Aqua has obtained a health food certification number from the
Department of Health for liver protection and blood pressure regulation functions).

(iv) For the aging society, the Company developed health care products for the silver-haired group
for delay of aging and prevention of Alzheimer's disease.

(v) The Company developed ergot sulfide beauty drinks and facial masks with a strong
anti-oxidative ability.

(vi) For the different health needs of men and women, the Company developed energy drinks for
men and beauty drinks for women.

(vii)Develop and add precious plant extracts that protect the eyes and provide essential
healthcare foods for 3C users.

(viii) Develop a series of unique “Grape King” style snack and beverages to be sold exclusively at
the Company's tourist factory.

. Competition

(i) Product competition:

A. With the expansion of the domestic health food market, domestic Chinese and western
pharmaceutical manufacturers and biotech companies have also stepped into the health
food market, and grown quickly with their name recognition and existing technology in the



pharmaceutical industry.

B. With their policy changes, some foreign governments have allowed the sales of health care
products in foreign countries which were originally for domestic sales only. Because of the
citizens’ infatuation with overseas brands, the participation of overseas health care brands
will make the competition keener.

C. On the direct marketing side, the increasing output value of the multi-level marketing
industry year after year reflects the high potential of the direct marketing channel. However,
the greater the output value, the higher the attractiveness for more enterprises to transform
into multi-level marketing companies, and the more foreign multi-level marketing
companies will enter the Taiwan market for market shares. The degree of competition is
therefore increasing every year.

(i) Channel competition:

With the change of market demand and consumption habits, health care products and beauty
care products can be seen not only in the roadside open-shelf drug stores, suburban discount
stores and existing multi-level marketing channels, but also in convenience stores around the
corner. This accessibility has offered more options to consumers. Therefore, how to enhance
product uniqueness, attract the attention of consumers and provide better after-sales service
are the matters which require careful consideration.

(3) Overview of Technology and R&D

Hericium mycelium fermentation technology: The 40 ton-liquid fermentation technology is now
mature.

ii. Lactic acid bacteria recovery technology: The continuous centrifugal technology in the recovery of

lactic acid bacteria was developed, and the first domestic liquid nitrogen process was completed.

iii. The anti-aging Hericium health care product was developed and launched.

. Longtan Science Park Branch expanded the fermentation capacity to 100 tons in the first stage.

An automatic freeze-drying process was introduced and in official operation in the 1% quarter of
2020.

Awards won

(i) Grape King Bio awarded Gold award at the 2019 Taiwan Bio Industry Organization Awards.

(i) “Comebest Energy Drink” awarded the certification of health food for protecting liver
functions.

(iii) “Antrodia Aqua” awarded the certification of health food for protecting liver functions.

(iv) “Super 13 Pro & Prebiotics(N)”, “Livoprobio* , “Shin Yue Kang“, “Antrodia Drip Coffee” and
“Marigold Lutein Complex” won SNQ national quality label.

(v) "GKMS3-A New Probiotic for Weight Management" was awarded with the Gold Medal and
Special Prizes at 18" Malaysia Technology Expo.

(vi) "Preparation Method for Isolating 4-Acetyl Antroquinonol B by High Performance Centrifugal
Partition Chromatography (HPCPC) to Treat Cancer" was awarded with the Gold Medal and
Special Prizes at 18" Malaysia Technology Expo.

(vii) "A novel lactic acid bacterium use of decrease blood lipids and decrease liver function
index" was awarded the Gold Medal at Russian Archimedes International Invention
Exhibition.

(viii)"Hericium erinaceus mycelium for preventing age-related hearing loss" won the Gold medal
and Special Award at Russian Archimedes International Invention Exhibition.

(ix) "Novel Lactobacillus Paracasei Gks6 for improving metabolic syndromes, its medium,
incubation method, use, pharmaceutical composition and edible composition" was awarded
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the Silver Medal at Taiwan Innotech Expo.

(x) "Uses of treating, preventing or improving bone diseases by lactobacillus bacteria,
pharmaceutical composition and edible composition thereof* was awarded the Gold and
Special Awards at the "Seoul International Invention Fair".

(xi) "Use of Cordyceps Cicadae mycelium suppresses allergy" was awarded the Silver Medal at
the "Seoul International Invention Fair".

(xii) "An active substance for preventing hearing loss, a method for preparing thereof, a
pharmaceutical composition comprising the active substance and a method for preparing
thereof" was awarded the Bronze Medal at the "Seoul International Invention Fair".

(xiii)"GKK2 — Probiotic for anti-aging" was awarded the Gold Medal at 2019 IlIC International
Invention Exhibition.

(xiv) "Fermented Hericium erinaceus Mycelia for improving dementia" was awarded the Gold
Medal at 2019 1lIC International Invention Exhibition.

(xv) "Fermented Antrodia cinnamomea mycelia for improving non-alcoholic steatohepatitis
(NASH)" was awarded the Gold Medal at 2019 IlIC International Invention Exhibition.

(xvi) "Cordyceps Cicadae mycelia for the improvement of cataracts’was awarded the Gold Medal
at 2019 IlIC International Invention Exhibition.

(xvii)"GKM3-A Lactobacillus plantarum, Compostition,Culturing method and use of decrease
Blood Lipids and/or decrease function index" was awarded the Gold Medal and Special Prize
at Hong Kong International Invention and Design Competition.

(xviii)"Fermented antrodia cinnamomea mycelia formulation and its application for heavy metal

balance" won the Gold Medal at Hong Kong International Invention and Design Competition.

vi. Patents obtained in the past five years:

Approving

Patent Name Date Patent No.
Country

A Cultivation Method for Preventing Rapid Degradation of
ROC |Hericium Erinaceous A During the Fermentation of Hericium | Jan 11, 2016 1 516598
Erinaceous Mycelium

A Method for Preparing Fermentation Broth of Lepista Nuda

ROC  IMycelium with Anti-UVA Function

Feb 11,2016 1521059

ROC An Emt?edded Granule of Lactgbacillus Coated with Jul 1, 2016 M524710
Antrodia Camphorate Mycelium

An Embedded Granule of Lactobacillus Coated with

ROC Cordyceps Militaris Mycelium

Jul 1, 2016 M524709

An Embedded Granule of Lactobacillus Coated with

ROC Hericium Erinaceous Mycelium

Jul 1, 2016 M524708

ROC An Embeddgd Granule of Lgctobacillus Coated with Jul 1, 2016 M524707
Hericium Erinaceous Mycelium

An Embedded Granule of Lactobacillus Coated with

ROC Agaricus Blazei Mycelium

Jul 1, 2016 M524706

ROC An Embedded Granule of Lactobacillus Coated with Jul 1, 2016 M524705
Monascus Mycelium

An Embedded Granule of Lactobacillus Coated with

ROC Cordyceps Sinensis Mycelium

Jul 1, 2016 M524704

ROC An Embedded Granule of. Lactobacillus Coated with Antrodia Jul 1, 2016 M526395
Camphorate Polysaccharide

An Embedded Granule of Lactobacillus Coated with Antrodia

ROC ) Jul 1, 2016 M526396
Camphorate Protein

ROC An Embedded Granule of Lactobacillus Coated with Cicada Jul 1, 2016 M526397
Mycelium

ROC An Embedded Granule of Lactobacillus Coated with Jul 1, 2016 M526398

Ganoderma Lucidum Mycelium




An Embedded Granule of Lactobacillus Coated with

ROC Armillaria Mellea Mycelium Jul1, 2016 M526399
An Active Substance of Cicada Mycelium for Protecting

ROC Nerve Cells and Its Food Compounds Sep 21, 2016 1549684
An Active Substance of Antrodia Camphorate for Reducing

ROC Drug Resistance of Cancer Cells and Its Compounds Oct 1, 2016 1551291
The Active Substance of Antrodia Camphorate Mycelium, Its

ROC Preparation Method, Pharmaceutical Compounds and Use Oct 11,2016 1552755
The Active Substance of Cicada Mycelium, Its Preparation

ROC Method, Pharmaceutical Compounds and Use Nov 21, 2016 1558405
The Active Substance of Hericium Erinaceus and Its

ROC |Mycelium for Alleviating Pains, Its Preparation Method and Dec 1, 2016 1560273
Pharmaceutical Compounds
The Active Substance of Antrodia Camphorate Mycelium for

ROC Protecting Nerve Cells, and Its Pharmaceutical Compounds Dec 21, 2016 1562782

ROC |Probiotic-Embedded Particles Jun 21, 2017 1587863
Particles with Lactobacillus Embedded by Mycelium of 7L

China |Hericium Erinaceus Which Can Improve the Nerve Jun 6, 2017 201620459984 .4
Growth-Factor
An Active Substance for Preventing Hearing Loss, Its

ROC |Method for Preparation, Pharmaceutical Compounds and the| Aug 21, 2017 1595880
Method for Preparing the Pharmaceutical Compound
Method for Producing Purified Maleic Acid Derivatives with

ROC High-Performance Centrifugal Chromatography Sep 11, 2017 1598332

ROC The.Activ.e Substance of Cicada for Promoting Hepatocyte Oct 11, 2017 1601824
Proliferation
An Active Substance for Treating Dementia, Its Preparation

ROC Method, Pharmaceutical Compound and Preparation Method Nov 21, 2017 1605819
Purification of 4-Acetyl antroquinonol B component x from

ROC |Antrodia Camphorate Mycelium using high performance Feb 21, 2018 1615387
centrifugal chromatography

Japan |Chocolate products containing probiotics Apr 4, 2018 3215992

ROC Anthraqum_one myce.hum ferr_nented product for improving Apr 11, 2018 1620815
nonalcoholic steatosis hepatitis

ROC |Chocolate products containing probiotics May 1, 2018 M559069
The utility model relates to a germinal lactobacillus, its

ROC |composition, culture method and usage for reducing uric Sep 1, 2018 1634207
acid, improving allergy and/or lowering blood glucose
The utility of the invention related to a lactobacillus germ, its

ROC |composition, culture method for the elimination of body fat | Sep 21, 2018 1636133
and the reduction of hepatomegaly and/or inflammation
The invention related to a germ lactobacillus, its

ROC gomp03|t|op, |t§ culture method and usage for_ Iowgrlng blood Sep 21, 2018 1636134
lipid, lowering liver function index, lowering uric acid and/or
anti-inflammatory function
The active substance of Cicada, its preparation method,

Canada |pharmaceutical composition including the active substance Oct 9, 2018 2912599

and its use

ROC |Feed additives and their applications Dec 11, 2018 1643559

ROC Prepara.ti.on e_an application (_)f lilac mu§hroom mycelium Jan 21, 2019 1648055
composition inhibiting melanin production
Novel Lactobacillus paracasei GKS6 used for improving

ROC metabolic syr)drqme, including its gulture medllu.m, cultivation Feb 21, 2019 1651412
method, applications, pharmaceutical compositions and
edible compositions

China |Chocolate products containing probiotics Apr 30, 2019 8788235

ROC |Active substance of morel used for improving reproductive Jun 11, 2019 1661830
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function, including its applications and compositions

Japan

Active substance for preventing hearing degradation,
including its compositions and preparation method

May 31, 2019

6533834

America

Active substance of Cicada and its application for prevention,
delay or treatment of cataract

July 9, 2019

10342833

ROC

Active substance of Cicada applied to inhibit and / or reduce
allergic reactions.

July 1, 2019

1663980

ROC

Antrodia Cinnamomea mycelium fermentation agent and its
application for heavy metal balance

July 11, 2019

1664972

ROC

Use of Lactobacillus, its pharmaceutical compositions and
edible compositions applied for the treatment, prevention or
improvement of bone diseases (M3 S6)

July 11, 2019

1664910

ROC

Cicada active substance and its application of relieving
intraocular pressure

July 21, 2019

1666324

America

Active substance for preventing hearing degradation,
including its compositions and preparation method

Sept 10, 2019

10405504

ROC

Pharmaceutical compositions for prevention and / or
treatment of metabolic diseases and their applications

Sept 21, 2019

1672145

ROC

Cicada mycelium active substance applied for preparation of
compositions for preventing, delaying or treating anterior and
posterior chamber expansion, vitreous fluid expansion and /
or retinal detachment

Oct 11, 2019

1674102

ROC

Cicada extracted using water or alcohol for preventing,
delaying or treating cataract

Dec 1, 2019

1678210

vii. New products developed in the past five years:

Marigold Lutein Complex » Ginseng-Clam Plus B, PowerBOMB, Coriolus Versicolor King, Tian Qi
Ling Zhi Essential Drink, Tian Qi Maca Essential Drink, Snow Brightening Essential Drink, Ling
Zhi Anti-allergy, GoldCombest Energy Drink, Slim Turmeric Complex, Marigold Lutein QQ for
Kids, Probiotic King Powder, Bone and Joint King, Sliim Probiotics King, Hericium Erinaceus
King, Marigold Lutein Complex, Women’s Probiotics, Cranberry Q10 Queen, Gold Maca King,
Probiotics flavor cream roll, Blaze mushroom cookies, Versicolor health snack, Combest ice
cream, Hot Grass Jelly, Antrodia Drip Coffee, Fu Ba Xin Capsule, Super 13 Pro&Prebiotics, Daily
Light, Agaricus Blazei Murill Noodle, Agaricus Blazei Murill Capsule, LGG Probiotics, Pro-Partner
Neuro-trition, Probiotics King, Super 13 Pro & Prebiotics(N), TANGLIJIA, CHANG,QIE-LI.

viii. R&D Expenses in the past three years

Unit: NT$ thousand

Year 2017 2018

2019

Amount 159,663 184,569

190,091

(4) Long-term and Short-term Development

With the continuous stimulation of market sales incentives, consumer spending habits change year
by year, and the existing distribution channels are bound to face difficulties and the development is
limited. For the sustainable development of the business, the short and long-term business
directions are mainly on new channels and the development of new products to meet consumer
demands better and expand the consumer base for performance growth. The product and channel
planning is as follows:

i. Short-term business development

(i) Short-term product planning

With the goal of “Live Healthy, Think Grape King" as the product planning purpose, meet
the health needs of the whole family. Probiotics are still the mainstream products on the




market today. The new Probiotics King formula remains popular, as well as seven new
high-quality live bacteria and compound probiotics. With these individual formulations, the
effect is enhanced and the Company is poised to become the “probiotic expert” that helps
maintain the health of the entire family.

“Slim Turmeric Complex” is formulated to meet the needs of the female population as it
maintains beauty by accelerating the metabolic system. It has been a hot item since it was
released. With such popularity, it will have a multifunctional upgraded version to be released in
the second half of this year, offering 24-hour metabolic care.

“Bone and Joint King” targets the older population. It consists of type Il collagen complex,
high-concentration of hyaluronic acid, vitamin D3 and high quality calcium, providing all-in-one
complete nutrition for the elderly.

With various influenza viruses and the threat of the new corona virus that emerged in
2020, the public is paying more attention to health needs related to immunity. The Company’s
Ganoderma King, Antrodia King and other immune protection-related health products will be in
high demand given the escalating epidemic.

(ii) Short-term channel planning

Big data operation in digital marketing is introduced for the strategic planning of the
distribution channel. It allows the Company to accurately determine potential customers with a
positive business flow, to drive the membership growth, and to diligently improve the quality of
customer service. We also strengthen our analysis of the member database, through which
consumers are segmented accordingly with different schemes of promotion to increase the
buyback. Through this improvement in both the quality of our members and of our services, an
overall performance growth is expected. In addition, Pro-Partner will continuously develop new
products to diversify their product line, meeting the various needs of Pro-Partner members,
and further expand the sales performance of Pro-Partner brand operators / supporters, as well
as intensify market expansion.

ii. Long-term business development
(i) Long-term product plan :

In response to the diversity of consumer health care requirements, we have planned the
implementation, application and development of health food certification to comply with the
regulatory requirements on the sales of products. In addition to the existing gastrointestinal,
immunoregulatory, liver protecting, blood glucose regulating, blood pressure reducing,
anti-fatigue and anti-allergy products, we will add weight management, age-delaying and other
functional products to expand our product function range as the long-term product plan to
expand the consumer base.

Through its powerful research and development process, the Company combines
high-quality functional raw materials with commonly consumed food to launch a variety of
health functional foods that can help people attain health in what they eat and drink every day.

(ii) Long-term channel plan :

At present, there are more than 100,000 members of eshop - the direct sales platform of
Grape King. In the future, the Company plans to actively carry out full-media operations, so as
to significantly increase the number of new members and expand operations to attract new
members. It is expected that the number of new members in the next five years will increase
to more than 200,000. The company's team composed of excellent R & D personnel and
nutritionists will provide complete and professional health advice, so as to gradually intensify
member operations and to serve as a comprehensive health expert.
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In order to better meet health needs, the Company partnered with Taiwan’s premier food
operator this year, combining multiple channels to develop a diversified health product line. It
links cold chain solutions with health elements to produce instant beverages that are truly
healthy and nutritious. The product line is expected to set a new convenient trend in health
and wellness.

Due to the strong demand for healthcare and disease prevention in China driven by its
economic growth, the health industry has continued to flourish in recent years. It is estimated
that by 2020 the sales of China’s healthcare product market will exceed RMB150 billion
(VCBEAT, Strategy &, Euromonitor, 2017) and the Company has also proactively deployed in
the mainland healthcare product market. In addition, the OEM advantages of Shanghai Grape
King Enterprise Co., Ltd. are consolidated with our R&D base in Taiwan. With its continual
provision of competitive dietary supplement tailored for China’s marketing groups, we are
confident that we’ll be experiencing a steady expansion of our operational scale.

In addition, Pro-Partner's multi-level marketing (MLM) business has reached stability in
Taiwan, with the gradual improvement of its expertise and technology. In order to meet the
growth of its MLM business at home and abroad, it initially found its footing in Taiwan before
expanding to regions/countries with large Chinese population, such as China or Southeast
Asia. This is considered an important milestone to the Company in the medium-long term.

2. Market and Sales Overview

(1) Market analysis

iv.

Main product sales area: Metropolitan areas of Taiwan Island.
Market share:

The Company's Ganoderma lucidum and Antrodia camphorate products have been the
leading brands over the years with a market share of more than 50% respectively. While there are
other competing products, with our brand name recognition we are able to maintain a substantial
market share. On the direct marketing side, the sales volume of the Company's direct marketing
affiliates reached NT$7.389 billion in 2018, accounting for 8.90% of the total multi-level marketing
market's NT$83.027 billion.

Future market supply and demand and growth: The Company spares no effort in the development
of new products to meet the health needs of the people. We apply accurate marketing strategies,
supplemented by distribution channels which are familiar with the market, to introduce a variety of
new products to continue the growth of our business.

Favorable and unfavorable factors for development and countermeasures
(i) Favorable and unfavorable factors for development:

Favorable Factors Unfavorable Factors

Health food industry: Health food industry:
1. Because of an aging population, the demand for | 1. The implementation of the Health Food Law

health care products will increase year by year, and
is not affected by the financial turmoil.

2. The Company set up its biological center in 1991 and
had an early start. As the hardware and software
have matured, the Company is stepping into the
development of key components to improve
profitability and raise the entry barrier.

3. The Company’s products such as Ganoderma
lucidum and Antrodia camphorate have been
selected as those with high entry barriers for

raises the cost of product research and
development and increases operational
difficulties. However, in the long run this can
phase out the weak and only the strong will
stay, and professional manufacturers will be
protected as a result.

2.With the continuing economic downturn,
non-daily necessities such as health food
have been bearing the brunt, and people’s
willingness to purchase has declined. This




Favorable Factors

Unfavorable Factors

world-class manufacturers, etc. The Company
therefore has an advantage in international
competition.

4. The Government provides NT$10 billion per year to
support the biotechnology industry, and the industry
outlook is promising.

has impacted sales.

Food and beverage industry:

1. Taiwan has a warm weather, and the demand for
beverage is strong.

2. With the development of the economy, the national
income level is improving, and people are paying
more attention to the quality of life and leisure
activities. With the expansion of consumption,
beverage demand has improved, and there is a great
potential in the development of the beverage market.

Food and beverage industry:

1. Government will significantly reduce import
tariffs in order to join the WTO, and there will
be more imported goods. In the future, the
competition in the beverage market will be
high.

2. Beverage manufacturers like to swarm into a

particular type of beverage, and the price
competition will lower the profit.

3.The product homogeneity of beverages is
high, and the market competition is keen. In
order to maintain the consumer's recognition
of the brand and purchase intent, advertising
expenses have to increase significantly.

Pharmaceutical Industry:

1.The pharmaceutical industry is one of the top ten
emerging industries of the country, and a key industry
promoted and supported by the Government.

2.As the population is aging and the living standards
are improving, health issues are attracting more
attention and the demand for drugs is increasing.
Therefore, the size of the drug market is expanding.

3.With the rise of health awareness, consumers are
more attracted to health and health care related
products.

4.The Company was certified by the Department of
Health as a "Pharmaceutical Manufacturer
Implementing G.M.P" in 1987. The plant management
and product quality are affirmed by the industry.

Pharmaceutical Industry:

1. Most consumers prefer foreign original drugs.
Though domestic GMP  manufacturers
produce drugs with the same effect, due to
people's medication habits, domestic GMP
manufacturers have long been in an inferior
competitive position which is
disadvantageous to the development of
domestic pharmaceutical manufacturers.

2.Large foreign pharmaceutical companies
have come to Taiwan to erode the domestic
drug market. This is disadvantageous to the
development of domestic pharmaceutical
manufacturers.

3. At present, there are more than 100 domestic
GMP pharmaceutical manufacturers and
numerous small manufacturers. There is a
fear of vicious competition.

(i) Countermeasures

9|1Joid suoiesadQ | <

The Company adopts a self-sufficient development model in the short run to reduce costs,
create differentiation and increase profitability, and a central concept of "continuous R&D" to
constantly upgrade the manufacturing process, introduce academic resources, and apply for
government subsidies to ensure a leading position in the industry. The Company also
increases its R&D expenses year by year, uses technology transfer and industry-academia
cooperation to actively develop new products and new effects, and enhances the added value
of the products by obtaining patents and health food certifications. The R&D focus is "going
clinical and international", that means working with foreign scholars to publish journals and
complete clinical trials to prove to foreign buyers the effectiveness of the Company’s products
or raw materials and raise their interest, so as to enter the international market.

(2) Important usage of the main products and production process
i. Important usage of the main products

(i) Probiotics & Prebiotics: The product can change the body’s bacterial plexus ecology, maintain
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the digestive function and adjust the physiological function.

(ii) Bio Aid 995: The product can provide the necessary nutrients for a balanced body to help
maintain good health.

(iii) Antrodia Aqua: The health drink can balance the body’s constitution, and has no side effects
on the human body.

(iv) Meal Supplement: The product can promote the body's metabolism, provide balanced nutrition
for growth and help the body regain strength.

(v) Li Sheng: The product can adjust the body’s constitution and promote metabolism.

(vi) Bai Ke Sz capsule: The product can nourish the body and adjust the body’s constitution.

The production process of the main products

(i) Super 13 Pro & Prebiotics

c'\c/)llai‘éi:iiglg Cultivating || Blending Cs?)Fr)tsirl:gI;e Filling || Packaging Sctjr?tlrlgll Ai\ggiitri]gg Warehousing
(ii) Bio Aid 995 and Antrodia Aqua

Material || & hivating || Blending || Sterilizing || Flavoring || Filling Sealing Spray
collecting printing
Sterilizing || Packaging Labeling Packaging S(;Jrilrlgll /-\t\g;iitri]r;g Warehousing

(i) Meal Supplement, Li Sheng and Bai Ke Sz capsule

Material collecting || Blending Testing Filling Testing Packaging || Warehousing
(3) Supply of major raw materials
Main Materials

Raw Material Main Source Status of Supply
Capsule Domestic manufacturer Normal
Granulated sugar Domestic manufacturer Normal
Vitamins and food additives Domestic manufacturer Normal
Alcohol Domestic manufacturer Normal
Chinese medicine Domestic manufacturer Normal
Lactic acid bacteria Domestic manufacturer Normal
Ganoderma lucidum Domestic manufacturer Normal
Antrodia camphorate Domestic manufacturer Normal
Aluminum foil carton Foreign manufacturer Normal
Carton Domestic manufacturer Normal
Carton box Domestic manufacturer Normal

(4) Names of customers who accounted for more than 10% of the total amount of goods purchased/sold
in the past two years, the amounts and percentages of the goods purchased/sold and the reasons
for the increase or decrease.

Major Suppliers in the past two years: The Company did not have any supplier who accounted for
more than 10% of the total goods purchased in the past two years.

ii. Major Customers in the past two years: The Company did not have any customer who accounted

for more than 10% of the total goods sold in the past two years.



(5) Production in the last two years

Unit: NT$ thousand

2018 2019
Major product
(or éepgrtment) Production | Production | Production | Production | Production | Production
capacity volume value capacity volume value
Health food (Note 1) Note 1 Note 1 688,234 Note 1 Note 1 715,038
Beverage - General
Liquid (L)(Note 2) 5,292,000 2,473,740 112,136| 5,292,000 3,128,113 123,563
Other (OEM, cosmetics,
etc.) (Note 1) Note 1 Note 1| 1,012,954 Note 1 Note 1 763,998
Total 1,813,324 1,602,599

9|1Joid suoiesadQ | <

Note 1 : Due to inconsistent product measurement units, the quantity is not aggregated.
Note 2 : Beverage - general liquid and health food - general liquid share capacity.

Reason for change: There is no significant change in sales compared to the previous year.

(6) Shipments and sales in the last two years
Unit: NT$ thousand

2018 2019
Major product Import Export Import Export
Volume Value Volume | Value Volume Value Volume | Value
Health food
(Note 1) Note 1| 8,303,494 Note 1| 8,660,359
Beverage -
General Liquid (L) 2,409,538 194,438 2,653,711 217,891
Other (OEM,
cosmetics, etc.) Note 1| 1,538,132| Note 1| 30,389 Note 1| 1,264,509| Note 1 40,080
Subtotal 10,036,064 30,389 10,142,759 40,080
Others (Note 2) (883,132) (943,769)
Total 9,152,932 30,389 9,198,990 40,080

Note 1 : Due to inconsistent product measurement units, the quantity is not aggregated.
Note 2 : Affected by adjustment made in accordance with IFRS 15.

Reason for change: There is no significant change in sales compared to the previous year.
3. Employee Information for the Past Two Years and as of the Publication of the Annual Report:

Unit: person; %

202 f th te of lication of th
VeEr AU e ° R:rfugl Reep%arte(laafgr? 3%6,1 20028) °

Staff 492 500 493
Number of Technician 90 100 98
employees Operator 143 116 128
Total 725 716 715

Average age 34.91 36.17 37.16

Average service year 4.6 517 5.81

Ph.D. 1.10 1.26 1.40

) Master’s degree 12.00 13.83 13.29

cﬁca.de”?'c College 57.10 57.68 56.92

istribution -
High school 19.03 18.85 19.58
Below high school 10.76 8.38 8.81

Note: The number of employees is the total number of employees of the Company and its subsidiaries (including contracted and
expatriate employees).
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4. Environmental Expenditure Information:

(1) Environmental expenditure items are mainly divided into air pollution prevention and control
management, water pollution prevention and control management, waste management, noise
management and other related expenses.

(2) Various environmental management expenses are as follows:

(3) Environmental administrative fees, environmental facilities maintenance and maintenance costs,
environmental treatment costs, environmental testing costs, environmental improvement costs.

(4) The overall environmental protection investment planning and cost in 2019 are as follows:
Unit: NT$ thousand

88

Environmental management Zhongli plant Pingzhen plant | Longtan branch Total
Air pollution management 304 - 5,588 5,892
Wastewater management 11,197 1,770 3,671 16,638
Waste management 3,349 766 1,784 5,899
Noise management 694 - - 694
Total 15,544 2,536 11,043 29,123

(5) As of the date of publication of the 2019 Annual Report, no environmental pollution damage and

punishment.

5. Labor Relations:

(1) Employee welfare:

The Company adopts a dual welfare system (dual welfare from the Company itself and the
Welfare Committee).In order to ensure the Company’s compensation and welfare system is
advantageously above the industry level, we actively introduced various management system, such
as the performance and target management system to effectively distinguish between the superior
and inferior employees, so as to make the performance assessment fair and transparent. The
Company also set up a merit and demerit bonus weighting system to effectively encourage
employees to set high standards for themselves and exceed the goals set for them. The Company
also introduced a reward and punishment system and a model employee system to create a positive
influence through excellent employees and create a sense of honor. The welfare items are

summarized as follows:

List of Welfare Iltems

Year-end bonus

Festival gifts

Uniform and free cleaning

Salary account remittance
fee discount

Employee compensation

Wedding cash gift

Shopping privilege

Parking facilities

Group insurance

Funeral support

Scholarship

Health center, breast
feeding room

Insurance

Employee dependency

Child birth cash gift

Scholarship for children

Employee travel

Travel insurance

Hospital support

Designated store discount

Retirement program

New staff health check

Birthday cash gift

Model employee selection

Meal subsidies

Regular staff health check

Year-end activity
or cash gift

Dragon Boat Festival
Cash gift

Mid-Autumn Festival
Cash gift

(2) Staff advanced study and training:

In order to implement the Company's training policy of "adhering to quality system training and
developing not just the business but the careers of the employees as well", the Company continues
to cultivate talents, actively introduced the TTQS system (a quality management system for talent
development), and encourages employees to participate in various learning opportunities to form a




good learning atmosphere within the organization.
i. Training performance over the years:

(i) The employees are encouraged to participate in relevant training courses organized by
domestic and foreign government agencies and civil organizations to acquire the latest
information and market trends.

(i) The Company combined government resources to develop training courses, and actively
cultivated the employees for diversified talent development.

(i) The Company conducted orientation training to newcomers, and the training content included
a description of the Company’s business philosophy, operations, organizational structure,
products and services, code of conduct, business confidentiality, personal data protection,
internal rules and regulations, as well as an introduction to the information environment, labor
safety, food safety, work content and work environment.

(iv) Through regular access to the "GPS Navigation - Seeing the Technology of Grape King" each
quarter, the staff will be able to understand more about the Company's operations and related
hardware and software equipment and environment, so as to build staff loyalty.

(v) The Company actively invited professional lecturers from domestic and foreign academic or
educational institutions to make thematic speeches. Through a variety of interactive activities,
the employees could absorb new knowledge and exchange technical know-how.

ii. Analysis of training performance over the years:

Year 2020 as of the date of publication of
Item ALl e the Annual Report (March 30, 2020)
Average no. of external training 383.2 379 109.17
hours per month
Average no. of internal training hours 37595 532.8 41417
per month
Average no. of employees receiving
external training per month 36.2 35.25 14
Average no. of employees receiving 164.2 2295 164
internal training per month ) )
Total annual training hours 9,101.5 10,942 1,570
Tof[all no. of.employees receiving 2.404 3.195 534
training during the year
Annual training penetration rate (%) 97% 99% 62.27%

(3) Retirement system and its implementation:

The Company has formulated a staff retirement scheme in accordance with the Employee
Retirement Measures of the Labor Law, and will fund a dedicated account on a monthly basis for
such use in accordance with the provisions of the Employee Retirement Fund Provision and
Management Measures. Employees who have served the Company for more than 15 years and are
55 years of age or older, or who have served the Company for more than 25 years, or who have
served the Company for more than 10 years and are 60 years of age or older are entitled to old
retirement applications. The Company will give a multiplier of 2 for every year of service, but for a
service of more than 15 years, after the 15th year a multiplier of 1 will be given for every year of
service, with the highest total of 45. A service of less than half a year will be calculated as half a year,
and more than half a year will be calculated as a year. With the new employee pension scheme, the
monthly allocation covered by the Company should not be lower than 6% of the employee’s monthly
salary.

(4) In order to promote the harmonious relationship between the employees and the Company, we

actively promote various measures to safeguard the rights and interests of all employees to ensure
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that the Company’s corporate governance conforms to the relevant laws and regulations. The
relevant safeguarding measures are as follows:

Regularly holding labor meetings to ensure a smooth communication channel between the
employees and the Company.

ii. Providing multiple complaint and report channels (such as an opinion box and a report and

complaint telephone line and email address).

iii. Implementing satisfaction surveys to listen to the employees’ voices.
. The old and new employees meet from time to time to provide assistance or advice regarding the

work of other employees.
Implementing internal and external audit systems to strengthen the Company's operations.

. Increasing policy advocacy methods (such as internal sites, email address, bulletin boards,

meetings, briefings and written tests) to enhance the employees’ understanding and participation.

(5) Working environment and employee personal safety protection measures:

The Company has long been committed to staff care, and looks forward to its growth as well as

fulfilling its social responsibility in order to achieve sustainable development. The specific measures
are as follows:

Company structure:

(i) Establishment of a level-one unit: Work Safety Department and Environmental Protection
Department.

(ii) Establishment of a cross-department disaster prevention unit: the Occupational Safety and
Health Committee.

(iii) Establishment of the Employee Health Management Center.

. Management policy:

(i) Establishing occupational safety norms for employees to comply with: The Company has
compiled a total of 36 procedures (i.e., occupational safety and health manuals, management
of environmental safety and health risks and opportunities) and a total of 38 SOPs (i.e., code
of conduct for occupational safety and health), that serve as operating guidelines to
employees.

(ii) Fire prevention and public safety: The Company annually reports the fire equipment
maintenance status and conducts public building safety inspections, and regularly holds fire
and emergency evacuation drills for the employees’ prevention awareness.

(iif) Education and training: Orientation training for new staff, fire prevention training (twice a year),
vocational license annual re-training (for hazardous operation executives, stacker operators,
crane operators, pressure vessel operators, etc.).

(iv) Access control and surveillance system: The Company has established the Access Control
Management Method and is equipped with complete monitoring facilities to monitor the status
of various corners of the plant at any time.

(v) Health protection related operating rules: The Company has formulated the “Working Rules for
the Protection of Maternal Labor’s Health”, “Operating Procedures for Prevention of Abnormal
Workloads Which Trigger Diseases”, “Management Procedures for Prevention of Hazards
Due to Human Factors”, “Operating Procedures for Prevention of Unlawful Infringement in the
Execution of Duties", "Operating Procedures for Worker Selection and Assessment,
"Operating Procedures for Work Resumption Assessment", "Operating Procedures for Worker
Dispatch Assessment" and "Health Management Procedures", and has arranged regular
health checks, special operation-related health checks, influenza vaccinations, etc. for the
staff health protection.



iv.

Implementation status:

(i) Confined space: For the cleaning and maintenance of fermentation tanks and other confined
spaces, the Company has established the "Management Approach for Confined Space
Operation" and requires the operator to wear oxygen detection equipment, anti-fall equipment,
a helmet and other personal safety equipment before the work.

(i) Chemicals and toxicants: The Company manages chemicals and toxicants for R&D and
commodity inspection purposes in accordance with the requirements of the Occupational
Safety and Health Ordinance and the Environmental Protection Regulations (on the storage of
liquid ingredients and waste liquids, entry and exit registration, periodic filing and regular SDS
updates).

(iii) Health management: According to the "Employee Health Check Practices" and related
regulations, the Company annually offers special-operation health checks to employees who
are exposed to noises or chemicals or in contact with the products, and offers a general health
check for employees over a certain age every 3 to 5 years. In both 2017 and 2019, the
Company followed and excelled the statutory requirement of providing free health checks for
all employees. In the future, the Company will strive for the goal of annual health checks to all
employees.

Year Number of Health Checks Performed
2017 312
2018 345
2019 389

For the prevention and handling of accidents in the plant, the plant is currently equipped with
qualified nursing staff, nursing carts and the Health Management Center, and each production
unit (at the entrance) is equipped with a first-aid box and AED equipment for emergency use.

(iv) Occupational hazards: The Company did not have any major occupational hazards from 2017
to 2019.

Relevant Certification :

(i) The Company obtained OHSAS18001 certification on September 11, 2017.

(i) The Company obtained TOSHMS (Taiwan Occupational Safety and Health Management
System) certification on September 11, 2017.

(i) The Company obtained 1ISO14001 (Environmental Management System) certification on
September 11, 2017.

(iv) Application of “Taoyuan City’s Excellent Breastfeeding Room Certification” in 2018 (Pingzhen
Plant, Tourist Factory, Zhongli Plant).

(v) Application of "Work Life Balance Award” 2018.

(vi) AED Secure Places Certification from Taoyuan City Government in 2019.

(vii) Sports Enterprise (Taiwan i Sports) certification from Sports Administration in 2019.

(viii) Wins "Outstanding Healthy Workplace Award" from Ministry of Health and Welfare in 2019.

(6) Other important agreements: Nil. The Company regularly holds labor meetings to facilitate

communication between the employees and the Company.

(7) Any loss due to labor disputes in the past year and as of the date of publication of the annual report:

In 2019 and as of the Date of Publication of the Annual Report, the Ministry of Labor has imposed
penalties which are listed below. The Company has since set up complete and efficient
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6. Important Contracts:

labor-management communication channels, and has provided employees with a good working
environment and comprehensive welfare program. There have been no major labor disputes or
incidents that caused major losses. The Company will continue to safeguard labor rights and
interests, and strive to maintain a harmonious labor-management relationship.

Penalty date Penalty No. Breach of law Breach of provisions Penalty
2018/11/29 No. 1080067511 of Labor | Article 32-2 of Labor | Extended working hours Fine
Inspection in 2019 Standards Act beyond the legal limit NT$100,000
2019/07/17 No. 1080171998 of Labor | Article 22-2 of Labor | Failed to directly pay Fine
Condition in 2019 Standards Act laborers the full amount | NT$20,000
2020/01/02 No. 1080332393 of Labor | Article 32-2 of Labor | Extended working hours Fine
Inspection in 2020 Standards Act beyond the legal limit NT$150,000

In addition to regular supply and sales contracts with its distributors and agents throughout the province,
the Company has the following contracts in place:

No. | Contract Type Counterparty Contract Start and Ending Dates Contents
1 Maér;tr?tr;ac?ce Flavourtech Pty. Ltd. May 2, 2019 - May 1, 2022 Maintenance of film thickener
2 Construction .PU-L.I-JIe September 4, 2019 - January 31, 2020 Enwronmental engineering of
contract Engineering Corp. soft bag line
Party B (Wei-Mao) officially informed Construction of the
. - . : wastewater treatment
. Wei-Mao Party A (Grape King) in written form . :
Construction and . . . expansion project phase Il of
3 . Environmental [that the contract is valid for ten (10) .
service contract - - Zhongli Plant and wastewater
Technology years from the official operation date . .
. treatment service of Zhongli
of the treatment equipment Plant
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1. Condensed Balance Sheet and Consolidated Income statement for the Past Five Years

(1) Concise Consolidated Balance Sheet — Adopting International Reporting Standards.

Unit: NT$ thousand

=

Year Financial analysis for the past five years
ltem 2015 2016 2017 2018 2019
Current assets 2,650,568 | 2,970,564 | 2,890,021 | 2,892,983 | 3,066,333
Property, plant and equipment 5,596,702 | 6,084,377 | 6,355,416 | 5,926,655 | 6,453,533
Intangible assets 13,195 26,635 22,442 20,141 34,786
Other assets 351,900 | 468,180 | 623,777 | 1,808,270 | 1,804,419
Total assets 8,612,365 | 9,549,756 | 9,891,656 |10,648,049 |11,359,071
Before 1,788,317 | 2,473,150 | 2,879,037 | 3,270,009 | 2,810,317
distribution
Current liabilities At Not vet
er ot ye
distribution | 2874525 | 3,760,151 | 4,306,627 | 4,687,740 | .Y
Non-current liabilities 2,604,492 | 1203657 | 684,647 | 444,770 | 1,077,902
_Before 4,392,809 | 3,766,807 | 3,563,684 | 3,714,779 | 3,888,219
distribution
Total liabilities Aft Not vet
er ot ye
distribution | 5479017 | 5.053,808 | 4,991,274 | 5,132,510 | . Y
Interests attributable to parent | 5 476 509 | 4.808,012 | 5,195,246 | 5730,295 | 6,173,421
company owner
Capital stock 1,303,001 | 1,352,142 | 1,352,211 | 1,362,864 | 1,362,864
Capital reserve 59,567 799,221 800,246 965,244 968,724
Before
Retained distrbution | 2115.246 | 2,682,853 | 3,168,454 | 3,561,343 | 3,988,115
earnings After Not yet
distibution | 1:385:565 | 1,820,733 | 2,265255 | 2,678,784 | . Y
Other interests 395 | (26,204) | (34,603) | (68,094) | (100,752)
Treasury stock - - (91,062) (91,062) (45,530)
_Before 741347 | 974,937 | 1,132,726 | 1,202,975 | 1,297,431
Non-controlling | _distribution
interests After Not yet
distribution 384,820 | 550,056 | 608,335 | 667,803 | .Y
_Before 4,219,556 | 5,782,949 | 6,327,972 | 6,933,270 | 7,470,852
) distribution
Total equity A Not vet
er ot ye
distribution | 3133:348 | 4,495,948 | 4,900,382 | 5515539 | .Y

Note: The information above was certified by the CPAs.
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(2) Concise Individual Balance Sheet - Adopting International Financial Reporting Standards

Unit: NT$ thousand
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Year Financial analysis for the past five years
Item 2015 2016 2017 2018 2019
Current assets 1,532,292 | 1,257,523 939,927 969,355 | 1,129,566
Property, plant and equipment 1,751,836 | 2,278,534 | 2,565,903 | 3,088,696 | 3,622,360
Intangible assets 13,195 26,278 21,885 16,362 10,902
Other assets 1,761,881 | 2,371,639 | 2,828,394 | 3,100,454 | 3,292,978
Total assets 5,059,204 | 5,933,974 | 6,356,109 | 7,174,867 | 8,055,806
_Before 529117 | 860,470 | 1,075,882 | 1,364,218 | 1,019,453
distribution
Current liabilities At Not vet
er ot ye
distribution | 1258798 | 1,722,590 | 1,979,081 | 2,246,777 | . oY
Non-current liabilities 1,051,878 265,492 84,981 80,354 862,932
_Before 1,580,995 | 1,125,962 | 1,160,863 | 1,444,572 | 1,882,385
distribution
Total liabilities Aft Not vet
er ot ye
distribution | 2:310:676 | 1,988,082 | 2,064,062 | 2,327,131 | L ont e
Interests attributable to parent | 5 474 509 | 4808012 | 5195246 | 5,730,295 | 6,173.421
company owner
Capital stock 1,303,001 | 1,352,142 | 1,352,211 | 1,362,864 | 1,362,864
Capital reserve 59,567 799,221 800,246 965,244 968,724
. _Before 2,115,246 | 2,682,853 | 3,168,454 | 3,561,343 | 3,988,115
Retained distribution
earnings After Not yet
distribution | 1:385:565 | 1,820,733 | 2,265,255 | 2,678,784 | .t
Other interests 395 | (26,204) | (34,603) | (68,094) | (100,752)
Treasury stock - - (91,062) (91,062) (45,530)
Before i ) ) i
Non-controlling | distribution
interests After
distribution ) ) ) )
Before 3.478,200 | 4,808,012 | 5195246 | 5730295 | 6173421
) distribution
Total equity At Not vet
er ot ye
distribution | 2748528 | 3,945,892 | 4,292,047 | 4,847,736 | .t

Note: The information above was certified by the CPAs.




(3) Concise Consolidated Income Statement - Adopting International Financial Reporting Standards

Unit: NT$ thousand

Financial analysis for the past five years

Year
Item

2015 2016 2017 2018 2019
Operating revenue 7,247,855) 9,185,021| 9,388,128| 9,183,321| 9,239,070
Gross profit 6,385,141| 7,919,032 7,864,684| 7,329,264 7,565,888
Operating income 1,812,416| 2,234,022| 2,254,295 2,349,837| 2,335,001
Non-operating income and expenses 70,188 78,477, 151,175 76,827| 105,105
Income from continuing operations | 4 gg5 504! 2 312,499 2.405470| 2,426,664 2,440,106
before income tax
Net incomeo‘cfj‘:]’i‘tt;”“ing business | 4 546 884 1,886,920| 1,934,732 1,890,072| 1,938,566
Loss of suspended business unit - - - - -
Net income 1,546,884| 1,886,920 1,934,732| 1,890,072| 1,938,566
Otherc"mprehert‘as)'("e income, net of (10,061)|  (26,114) (12,740)| (23,194)| (32,265)
Total comprehensive income 1,536,823| 1,860,806| 1,921,992, 1,866,878 1,906,301
Net income attributable to 1,051,652 1,296,769| 1,351,941 1,295,394 1,309,020
stockholders of the parent
Net income attributable to 495232| 590,151| 582,791 594,678 629,546
non-controlling interests
Total comprehensive income
attributable to stockholders of the 1,041,648| 1,270,689 1,339,322 1,272,238 1,276,673
parent
Total comprehensive income
attributable to non-controlling interests 495175/ 590,117)  582,670) 594,640) 629,628
Earnings per share 8.07 9.82 10.03 9.57 9.63

Note: The information above was certified by the CPAs.
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(4) Concise Individual Income Statement - Adopting International Financial Reporting Standards

Unit: NT$ thousand

Year Financial analysis for the past five years
ltem 2015 2016 2017 2018 2019
Operating revenue 1,546,041| 1,828,031| 1,770,158| 1,821,840 2,015,823
Gross profit 817,374] 962,265/ 875,726| 928,884| 1,043,901
Operating income 315,185 321,370] 272,045 193,808 248,406
Non-operating income and expenses 818,197| 1,066,006/ 1,161,992| 1,185,196| 1,134,944
Income from continuing operations | 4 133 385 1 387 376| 1,434,037 1,379,004| 1,383,350
before income tax
Net income of fj‘:]’i‘tt;”“'”g business | 4 051,652| 1,206,769| 1,351,941| 1,295,394 1,309,020
Loss of suspended business unit - - - - -
Net income 1,051,652 1,296,769 1,351,941 1,295,394 1,309,020
Other Comprehert‘as)'("e income, net of (10,004)| (26,080) (12,619)] (23,156) (32,347)
Total comprehensive income 1,041,648| 1,270,689 1,339,322| 1,272,238| 1,276,673
Net income attributable to 1,051,652| 1,296,760 1,351,941| 1,295,394| 1,309,020
stockholders of the parent
Net income attributable to ) ) ) ) )
non-controlling interests
Total comprehensive income
attributable to stockholders of the 1,041,648 1,270,689 1,339,322 1,272,238| 1,276,673
parent
Total comprehensive income ) ) ) ) )
attributable to non-controlling interests
Earnings per share 8.07 9.82 10.03 9.57 9.63
Note: The information above was certified by the CPAs.
(5) Auditing CPAs and audit opinions in the past five years
Year Accounting firm Auditing CPAs Audit opinion
Ernst & Young Certified | Mars Hung, . - -
2015 Public Accountants James Wang Revised unqualified opinion
2016 Ernst & Young Certified |Mars Hung, Unqualified opinion with emphasized
Public Accountants James Wang paragraphs or other paragraphs
2017 Erns_t & Young Certified Mars Hung, Julia Lo Unqualified opinion with emphasized
Public Accountants paragraphs or other paragraphs
2018 Erns_t & Young Certified Mars Hung, Julia Lo Unqualified opinion with emphasized
Public Accountants paragraphs or other paragraphs
Deloitte & Touche . o - .
2019 | Certified Public Yu Feng Huang, Ming Yuan |Unqualified opinion with other
Chung paragraphs
Accountants




2. Financial Analysis

(1) Consolidated Financial Analysis

Year (Note 1) Financial analysis for the past five years Rate of change
ltem (Note 2) from 2018 to
2015 2016 2017 2018 2019 2019
Financial |Debt to asset ratio 51.01 39.44 36.03 34.89 34.23 -2%
structure :
Long term capital to property,
(%) plant and equipment ratio 121.93 | 116.31 | 110.34 | 124.49 | 132.47 6%
Current ratio 148.22 | 120.11 | 100.38 88.47 | 109.11 23%
SO'(‘QZ;‘CV Quick ratio 126.81 | 10120 | 8159 | 69.36 | 86.89 25%
Interest coverage ratio 82.37 73.93 | 137.84 | 172.95 | 138.94 -20%
Receivable turnover rate 71.86 | 59.69 | 50.52 | 54.28 | 48.63 10%
(times)
Average cash recovery day 5.08 6.11 7.22 6.72 7.50 12%
Inventory turnover rate (times) 2.29 2.93 3.13 3.37 2.91 -14%
Operating |Payable turnover rate (times) 6.14 7.22 5.84 6.33 6.90 9%
capacity
Days sales outstanding 159.39 | 124.57 | 116.61 | 108.30 | 125.42 16%
Property, plant and equipment
turnover rate (times) 1.89 1.57 1.51 1.50 1.49 -1%
Total asset turnover rate
(times) 1.04 1.01 0.97 0.89 0.84 -6%
Return on assets (%) 22.40 21.07 20.05 18.51 17.75 -4%
Return on equity (%) 38.98 37.73 31.95 28.51 26.92 -6%
... |Pre-tax net profit to paid-in
Profitability capital ratio (%) 144.52 | 174.19 | 177.90 | 178.75 | 179.04 0%
Net profit rate (%) 21.34 20.54 20.61 20.58 20.98 2%
Earnings per share (NT$) 8.07 9.82 | 10.03 9.57 9.63 1%
Cash flow ratio (%) 73.08 | 113.34 86.68 73.93 77.27 5%
Cash flow |Cash flow adequacy ratio (%) 81.49 88.10 91.67 90.83 89.90 -1%
Cash reinvestment ratio (%) 262 | 19.78 | 13.81 10.28 7.10 -31%
Operating leverage 1.57 1.71 1.73 1.85 1.89 2%
Leverage
Financial leverage 1.01 1.01 1.01 1.01 1.01 0%
Reasons for changes of over 20% in financial ratios over the past two years:
1. Current ratio & Quick ratio: Mainly due to a decrease in interest expenses.
2. Interest coverage ratio: The main reason is that the long-term loans are increased, resulting in increase
of interest payable.
3. Cash reinvestment ratio: Mainly due to decrease in cash inflow from operating activities, and increase of
plant equipment investment and right-of-use assets.
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Note 1: The information above was certified by the accountants.
Note 2: The financial ratios are calculated as follows:

1. Financial structure
(1) Debt to asset ratio = total liabilities / total assets
(2) Long term capital to property, plant and equipment ratio = (total equity + non-current liabilities)
/ net property, plant and equipment

2. Solvency
(1) Current ratio = current assets / current liabilities
(2) Quick ratio = (current assets - inventory - prepaid expenses) / current liabilities
(3) Interest coverage ratio = net profit before income tax and interest expense / interest expense
in the current period.
3. Operating capacity
(1) Receivable (including accounts receivable and notes receivable due to business) turnover
rate = net sales / average receivables for each period (including accounts receivable and
notes receivable due to business)
(2) Average cash recovery day = 365 / receivables turnover rate
(3) Inventory turnover rate = sales cost / average inventory
(4) Payable (including accounts payable and notes payable due to business) turnover rate = cost
of sales / average balance payable on each period (including accounts payable and notes
payable due to business)
(5) Days sales outstanding = 365 / inventory turnover rate
(6) Property, plant and equipment turnover rate = net sales / net average property, plant and
equipment value
(7) Total asset turnover rate = net sales / average total assets

4. Profitability
(1) Return on assets = [after tax profit and loss + interest expense x (1 - tax rate)] / average total
assets
(2) Return on equity = after tax profit and loss / average equity
(3) Net profit rate = after tax profit and loss / net sales
(4) Earnings per share = (profit or loss attributable to parent company owner - special dividend) /
weighted average number of issued shares

5. Cash flow
(1) Cash flow ratio = net cash flow from operating activities / current liabilities.
(2) Cash flow adequacy ratio = net cash flow from operating activities in the last five years /
(capital expenditure + inventory increase + cash dividend) in the last five years
(3) Cash reinvestment ratio = (net cash flow from operating activities - cash dividends) / (gross
property, plant and equipment + long term investment + other non-current assets + working
capital)
6. Leverage
(1) Operating leverage = (net operating income - changing operating costs and expenses) /
operating profit
(2) Financial leverage = operating profit / (operating profit - interest expense)



(2) Individual Financial Analysis

Item (Note 2)

Year (Note 1)

Financial analysis for the past five years

Rate of change
from 2018 to

2015 2016 2017 2018 2019 2019
Financial |Debt to asset ratio 31.25 18.97 18.26 20.13 23.37 16%
structure .
Long term capital to property,
(%) plant and equipment ratio 258.59 | 222.67 | 205.78 | 188.13 | 194.25 3%
Current ratio 289.59 | 146.14 87.36 71.06 | 110.80 56%
I . .
S°(‘£Z)r‘cy Quick ratio 230.24 | 106.36 | 56.06 | 45.24 | 65.66 45%
Interest coverage ratio 174.75 | 103.74 | 284.57 | 216.47 | 119.88 -45%
Receivable turnover rate
(times) 7.75 8.01 7.53 7.56 7.04 7%
Average cash recovery day 47.10 45.57 48.47 48.28 51.85 7%
Inventory turnover rate (times) 2.63 2.63 2.66 2.71 2.62 -3%
Operating |Payable turnover rate (times) 6.48 7.71 8.66 7.67 6.76 -12%
capacity
Days sales outstanding 138.78 | 138.78 | 137.22 | 134.69 | 139.31 3%
Property, plant and equipment
turnover rate (times) 1.08 0.91 0.73 0.64 0.60 -6%
Total asset turnover rate
(times) 0.36 0.33 0.29 0.27 0.26 -4%
Return on assets (%) 24.44 23.80 22.07 19.22 17.31 -10%
Return on equity (%) 32.12 31.30 27.03 23.71 21.99 7%
Profitability E;g;:l"rgﬁg?ﬁ/?;'t o paid-in 87.00 | 104.50 | 106.05 | 101.58 | 101.50 0%
Net profit rate (%) 68.02 70.94 76.37 71.10 64.94 -9%
Earnings per share (NT$) 8.07 9.82 10.03 9.57 9.63 1%
Cash flow ratio (%) - | 112.55 67.61 24.07 35.60 48%
Cash flow |Cash flow adequacy ratio (%) 49.34 44.84 42.32 35.00 31.44 -10%
Cash reinvestment ratio (%) - 3.87 | (2.06) | (7.58) | (6.07) 20%
Operating leverage 1.96 3.22 4.07 5.54 4.67 -16%
Leverage
Financial leverage 1.02 1.04 1.02 1.03 1.05 2%

Reasons for changes of over 20% in financial ratios over the past two years:

1. Current ration & Quick ratio: Mainly due to decrease in short-term borrowings.

2. Interest coverage ratio: The main reason is that the long-term loans are increased, resulting in increase
of interest payable.

3. Cash flow ratio: Mainly due to decrease in short-term borrowings.

4. Cash reinvestment ratio: Mainly due to an increase in plant equipment investment and long-term
investment.
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Note 1: The information above was certified by accountants.
Note 2: The financial ratios are calculated as follows:

1. Financial structure

(1) Debt to asset ratio = total liabilities / total assets
(2) Long term capital to property, plant and equipment ratio = (total equity + non-current liabilities)
/ net property, plant and equipment

2. Solvency

(1) Current ratio = current assets / current liabilities

(2) Quick ratio = (current assets - inventory - prepaid expenses) / current liabilities

(3) Interest coverage ratio = net profit before income tax and interest expense / interest expense
in the current period

. Operating capacity

(1) Receivable (including accounts receivable and notes receivable due to business) turnover
rate = net sales / average receivables for each period (including accounts receivable and
notes receivable due to business)

(2) Average cash recovery day = 365 / receivables turnover rate

(3) Inventory turnover rate = sales cost / average inventory

(4) Payable (including accounts payable and notes payable due to business) turnover rate = cost
of sales / average balance payable on each period (including accounts payable and notes
payable due to business)

(5) Days sales outstanding = 365 / inventory turnover rate

(6) Property, plant and equipment turnover = net sales / net average property, plant and
equipment value

(7) Total asset turnover rate = net sales / average total assets

. Profitability

(1) Return on assets = [after tax profit and loss + interest expense x (1 - tax rate)] / average total
assets

(2) Return on equity = after tax profit and loss / average equity

(3) Net profit rate = after tax profit and loss / net sales

(4) Earnings per share = (profit or loss attributable to parent company owner - special dividend) /
weighted average number of issued shares

. Cash flow

(1) Cash flow ratio = net cash flow from operating activities / current liabilities.

(2) Cash flow adequacy ratio = net cash flow from operating activities in the last five years /
(capital expenditure + inventory increase + cash dividend) in the last five years

(3) Cash reinvestment ratio = (net cash flow from operating activities - cash dividends) / (gross
property, plant and equipment + long term investment + other non-current assets + working
capital)

6. Leverage

(1) Operating leverage = (net operating income - changing operating costs and expenses) /
operating profit.
(2) Financial leverage = operating profit / (operating profit - interest expense)



=

3. Supervisors’ Review Report of the Latest Financial Report

Supervisors’ Review Report

The Board of Directors has prepared the financial statements, the individual and consolidated financial
statements, the business report and the earnings distribution table of the Company for the year of 2019.
After the Supervisors' verification of the books and investigation of the facts, we are of the opinion that the
above-mentioned documents correspond to the facts, and hereby issue this report according to the law for
your future reference.

8|1Joid [eloueul

To
2020 General Shareholders’ Meeting of Grape King Bio Ltd.

SupeersorS Chih-Shen Chang

Hsing Chun Chen
Feb 24, 2020
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4. Latest Consolidated Financial Statements of the Parent Company and Subsidiaries Audited and

Certified by CPAs:
Please refer to Appendix 1.

5. Latest Individual Financial Statements Audited and Certified by CPAs:
Please refer to Appendix 1II.

6. If the Company and its affiliates encountered any financial difficulties in the most recent year and
as of the date of publication of the annual report, please describe their impact on the financial
status of the Company: Nil.
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1. Financial Status

. Financial Performance
. Cash Flow

. Impact of Major Capital Expenditure in the Past
Year on the Financial Status

. Re-investment Policy in the Past Year, the Main
Reason for Its Profit or Loss, the Improvement
Plan and Investment Plan in the Next Year

. Analysis and Assessment of Risk Issues in the
Past Year and as of the Date of Publication of the
Annual Report

. Other Important Matters




1. Financial Status

=

Main reasons for significant changes in assets, liabilities and equity in the last two years and their %
impact: o
Unit: NT$ thousand; % [0
Item Year | December 31, 2019 | December 31, 2018 Difference % of change %
Current assets 3,066,333 2,892,983 173,350 5.99% (5])'
Property, plant and equipment 6,453,533 5,926,655 526,878 8.89% A
Intangible assets 34,786 20,141 14,645 72.71% o
Other assets 1,804,419 1,808,270 (3,851) (0.21%) 8
Total assets 11,359,071 10,648,049 711,022 6.68% | C
Current liabilities 2,810,317 3,270,009 (459,692) (14.06%) | &
Long-term liabilities 819,241 292,795 526,446 179.80% %
Other liabilities 258,661 151,975 106,686 70.20% | Q
Total liabilities 3,888,219 3,714,779 173,440 467% | X
Common stock 1,362,864 1,362,864 0 0.00% %
Additional paid-in capital 968,724 965,244 3,480 0.36% | &
Retained earnings 3,988,115 3,561,343 426,772 11.98% | &2
Other components of equity (100,752) (68,094) (32,658) 47.96% 8
Treasury stock (45,530) (91,062) 45,532 (50.00%)
Non-controlling interests 1,297,431 1,202,975 94,456 7.85%
Total equity 7,470,852 6,933,270 537,582 7.75%

Analysis and description (for the changes of 20% or more, and the changes with an amount of NT$10

million or more):

i. Intangible assets: Mainly due to an increase in software purchased.
ii. Long-term liabilities: Mainly due to an increase in long-term borrowings.
iii. Other liabilities: Mainly due to IFRS 16 is applied from 2019, increase in right-of-use assets and

lease liabilities.

iv. Other components of equity: In 2019, an increase in exchange differences on translation of foreign

financial statements.

v. Treasury stock: The main reason is that 50% of the treasury stock was transferred to the employees

in 2019.
. Financial Performance

Main reasons for significant changes in operating income, net operating profit and pre-tax net profit in the
last two years, sales forecast and the basis, and possible impact on the Company's future financial

status and the contingency plan:

Unit: NT$ thousand; %

Item Year 2019 2018 Difference | % of change
Operating revenues 9,239,070 9,183,321 55,749 0.61%
Operating costs (1,673,182) | (1,854,057) 180,875 (9.76%)
Gross profit 7,565,888 7,329,264 236,624 3.23%
Operating expenses (5,230,887) | (4,979,427) (251,460) 5.05%
Operating income 2,335,001 2,349,837 (14,836) (0.63%)
Non-operating income and expenses 105,105 76,827 28,278 36.81%
Income from continuing operations before income tax 2,440,106 2,426,664 13,442 0.55%
Income tax expense (501,540) (5636,592) 35,052 (6.53%)
Net income 1,938,566 1,890,072 48,494 2.57%
Other comprehensive income (32,265) (23,194) (9,071) 39.11%
Total comprehensive income 1,906,301 1,866,878 39,423 211%
Net profit attributable to the Stockholders of the parent 1,309,020 1,295,394 13,626 1.05%
Net profit attributable to non-controlling interests 629,546 594,678 34,868 5.86%
Total comprehensive income (loss) attributable to the

Stockholdgrs of the parent (loss) 1,276,673 1,272,238 4,435 0.35%
:gﬁlccfrft?gﬁ[ﬁg?:tzyssts income (loss) attributable to 629,628 594 640 34988 5.88%
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Analysis and description (for the change of 20% or more, and the amount of change of NT$10 million or

more):
i. Non-operating income and expenses: Mainly due to an increase in other gains and losses in 2019.
3. Cash Flow
(1) Cash flow analysis for the current year:
Unit: NT$ thousand
Beginning Net cash flow from Net cash flow from investment | Cash surplus | Leverage of Cash Deficit
cash balance operating activities and financing activities (Deficit) Investment | Financing
(1) throughout the year (2) throughout the year (3) (1)+(2)+(3) plan plan
2,050,224 2,171,439 (2,075,456) 2,146,207

i. Analysis of changes in cash flow:
(iy Operating activities: Operational source reflected as the source of net cash flow driven by
continued operating growth and steady earnings.

(ii) Investment activities: Construction of Longtan plant and purchase of machinery and equipment
were the major investments that led to an outflow of cash.

(iii) Financing activities: The net cash outflow from financing activities mainly due to cash dividends
paid in 2018.

ii. Remedy for a lack of liquidity: NA

(2) Analysis of cash flow in the coming year

Unit: NT$ thousand

Beginning Net cash flow from Cash surplus Leverage of Cash Deficit
cash balance operating activities Net castneﬂo;vafro(rse)c ast for (Deficit) forecast | |nvestment | Financing
(1) throughout the year (2) y (1)+(2)+(3) plan plan
2,146,207 2,403,523 (2,623,647) 1,926,083

i. Analysis of changes in cash flow:
(i) The forecasted net cash inflow from operating activities is mainly due to the continued business
growth and an increase in revenue.
(ii) The forecasted net cash outflow for the whole year is mainly due to the capital expenditure and
the payment of cash dividend.
ii. Remedy for a lack of liquidity: NA.
4. Impact of Major Capital Expenditure in the Past Year on the Financial Status
The Company built the Grape King BioTech Research Institute Longtan for the Company's capacity
increase, product development and day-to-day operational needs. The accumulated amount of property,

plant and equipment purchased by the Company until 2019 was NT$1.5 billion, and the source of funds
was mainly its own funds. This has no significant impact on the Company’s financial operations.

5. Re-investment Policy in the Past Year, the Main Reason for Its Profit or Loss, the Improvement
Plan and Investment Plan in the Next Year

(1) Reinvestment policy in the past year: Vigilantly evaluate investment plans that are in line with the
long-term development strategy.

(2) Main reasons for profit or loss and improvement plan:

The Company’s main reinvestment businesses are as follows:
i. Pro-Partner Ltd.

(i) The net income was NT$1,573,278 thousand in 2019, and the Company holds 60% of its
shares. The profit recognized was NT$943,128 thousand.

(ii) Pro-Partner Ltd. mainly sells health food products of the Company. In recent years, the
concept of health care has become popular, and the related products of the Company are
effective and widely recognized by consumers, thus generating a good business performance.

ii. Shanghai Grape King Enterprise Co., Ltd. (100% owned by BVI GRAPE KING INTERNATIONAL

INVESTMENT INC)

(i) The netincome was NT$95,211 thousand in 2019.
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(i) Shanghai Grape King Enterprise Co., Ltd. mainly focuses on OEM and ODM orders. As the
health food demand increases in various sales channels such as direct sales and e-commerce,
it is actively soliciting OEM orders, and in the future it will continue cooperating with its parent
company in Taiwan to increase the business volume.

iii. Rivershine Ltd.

(i) The netincome was NT$21,472 thousand in 2019.

(i) Rivershine Ltd. mainly sells the beverage and health care products of the Company. It is
actively expanding its physical channels and increase marketing partners.

iv.Shanghai Rivershine Ltd. (100% owned by BVI GRAPE KING INTERNATIONAL INVESTMENT

INC)
(i) The netincome was NT$261 thousand in 2019.
(i) Shanghai Rivershine Ltd. mainly sells the health care products of the Company. It will continue
expanding its physical channels and increase marketing partners.
v. Dongpu Biotech Corporation

(i) The netincome was NT$1,174 thousand in 2019.

(i) Dongpu Biotech Corporation sold the health food produced by the Company. It is actively
expanding its physical channels and increase marketing partners.

vi. GK BIO INTERNATIONAL SDN. BHD.

(i) The net loss was NT$2,496 thousand in 2019, and the Company holds 30% of its shares.
The loss recognized was NT$749 thousand.

(i) GK BIO INTERNATIONAL SDN. BHD. is a major sales partner of the Company in the
Southeast Asia. It will keep expanding its sales channels in the future in hopes of further
penetrating into the ASEAN and Muslim markets.

(3) Investment plan in the coming year: To expand the sales market in Mainland China, the Company will
set up a new joint venture company in China.
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6. Analysis and Assessment of Risk Issues in the Past Year and as of the Date of Publication of the
Annual Report

(1) The impact of interest and exchange rate changes and inflation on the Company's profit and loss and
future counter measures:

i. Interest rate changes: The interest rate risk of the Company and its subsidiaries mainly comes
from bank loans. The interest expense of bank loans in 2019 was 0.62% of the pre-tax net profit.
Therefore, interest rate changes have little effect on the profit and loss of the Company. In the
future the Company will adjust its use of funds in response to interest rate changes.

ii. Exchange rate changes: The business of the Company and its subsidiaries mainly depends on the
local market and raw materials, and less on imported raw materials and exports. Therefore, the
ratios of foreign currency assets to total assets and foreign currency liabilities to total liabilities are
small, and the impact of exchange rate changes on the Company is limited.

iii. Inflation: The price indices of the places where the Company and its subsidiaries operate are
stable, and there has been no significant inflation. The Company will keep paying attention to the
fluctuation of prices in various places and take timely measures to minimize the impact.

(2) Policies of engagement in high-risk and highly leveraged investments, loans to others, endorsements
and guarantees and derivative trading, main reasons for profit or loss and future counter measures:

i. Engagement in high-risk and highly leveraged investments and derivative trading: Nil.

ii. Endorsements and guarantees: In 2019 and as of now in 2020, the Company’s principal objects
of endorsements and guarantees are its 100% owned subsidiaries, and the procedures are
carried out pursuant to the Company's "Procedures for Endorsements and Guarantees".

iii. Loans to others: Nil.

(3) Future R&D projects and estimated R&D expenses:
The Company has placed increasing emphasis on the R&D of low fertility rate and the aging
population in the face of changes in social structure and acceleration of consumption pattern.
Relevant research includes improving the quality of sleep and preventing neurodegenerative
diseases, such as Alzheimer’s disease and Parkinson’s disease. In addition, we have been investing
in anti-aging probiotics and Hericium mushroom king R&D. As for the younger kids, we focus on
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probiotics and Hericium erinaceous products that can increase learning capacity and memory.
Probiotic products are suitable for a wide range of consumer groups. We will continue to augment
our series of probiotics-related products through exploring the application of lactic acid in the field of
intestinal microbiology and pet-related products. The human clinical research cases include lactic
acid bacteria for reducing body fat, prevention of Parkinson's disease, hearing loss improvement for
the elderly. The estimated investment amount in 2020 is NT$66,833 thousands.

(4) The impact of important domestic and overseas policy and regulation changes on the financial status
of the Company and counter measures:
All businesses of the Company shall be handled in accordance with the regulations of the competent
authority, and shall stay vigilant to any revisions made by the competent authority at all times. As of
the date of publication of the annual report, the Company has not been affected by any important
domestic or international policy or law changes.

(5) The impact of technological and industrial changes on the financial status of the Company and
counter measures: Nil.

(6) The impact of corporate image change on the Company’s crisis management and counter measures:
Nil.

(7) Expected benefits and possible risks of plant expansion: Nil.

(8) Expected benefits and possible risks of plant expansion:
In response to the increasing demand for health foods at home and abroad, as well as for multi-dose
products in the market, and the increase in existing PKL production lines, the Company plans to
develop new production lines as part of its capacity expansion in the future. Moreover, it will
construct a new plant in Pingzhen Industrial Park, which will commence operations in 2023. The
capacity expansion will increase capital expenditure at the initial stage and the operating cost in
subsequent stages. Hence, the Company will evaluate industry changes to reduce operating risks.

(9) The impact of concentration of purchase or sales and counter measures:
The risk is not significant due to a lack of concentration of the Company's purchase and sales.

(10) The impact of mass share transfer of or change of Directors, Supervisors or shareholders holding
more than 10% of the Company's shares, the risks and counter measures: Nil.

(11) The impact of the change of management on the Company, the risks and counter measures: Nil.

(12) If there is any litigation or non-litigation, please list the significant litigation, non-litigation or
administrative litigation with its judgment already made or pending which is related to the Company
or the Company’s Directors, Supervisors, General Manager, actual person in charge, shareholders
holding more than 10% of the Company's shares or affiliates. If the result may have a significant
impact on the shareholders' equity or the price of the Company’s shares, please disclose the fact of
the dispute, the claim amount, the date of commencement of the litigation, the principal litigants and
the handling of the situation as of the date of publication of the annual report:

LEEHeN Party Amount involved Fact Current status
start date
On December 28, | Andrew Tseng and 7 other people
A 2016, the media are given a deferred
ndrew .
.| reported that the Prosecution by
December | Tseng and | Aggregated sales is : o
S Company was the Taiwan Taipei District
29, 2016 8 other about 3.3 million. . L
suspected of the Prosecutors Office Investigation
people " : . -
effective period and the rest are given no
tampering event". Prosecution on 3 Jan, 2019.
The transaction | On January 11, The Taipei District Prosecutors
spread of 17.6 | 2017, the media Office has made a ruling not to
January 10, | Mei-Ching million ' has been | reported that the ]Erosgcute the Betraygl .of the
2017 Tseng voluntarily returne_d Company was |du0|§1ry duty by receiving illegal
to Pro-Partner Ltd. in | suspected of the benefit from the vendor, but has
Jan 2017, without | "fraud of emptying | initiated a public related to the
damage to the firm. the Company". virtual company on 3 Jan, 2019.

(13) Other important risks and counter measures: Nil.

7. Other important matters: Nil









1. Information about the Company’s Affiliates

(1) Organization chart

Grape King Bio Ltd.

Pro-Partner Ltd.

Rivershine Ltd.

100%

GRAPE KING
INTERNALTIONAL
INVESTMENT INC.

100%

Dongpu Biotech
Corporation

100%

60%

Shanghai Grape King
Enterprise Corp.

Shanghai
Rivershine Ltd.

GK BIO INTERNA-
TIONAL SDN. BHD.

30%

100% 100%
(2) Basic data of affiliates
Affiliate Date of Address Paid-in capital| Major business or
establishment products
1F, No. 1, Section 3 Longgang
Pro-Partner Ltd. | Oct 22, 1993 |Road, Zhongli District, Taoyuan | N19176.000 |Food, beverage and
City thousand |[cosmetics
GRAPE KING
INTERNATIONAL Nov 30. 1993 Wickhams Cay Il Road Town, USD 24,890 Investment
INVESTMENT ’ Tortola, VG1110, B. V. | thousand
INC.
Shanghai Grape Health food,
. . No. 518 Che Xin Road, Songjiang |RMB 216,775 |biotechnical products
King Enterprise | Apr 29, 1994 District. Shanahai. Chi h | |
Co.. Ltd. istrict, Shanghai, China thousand |and re ated glass
’ containers
5F., No. 402, Section 2 Jinling NT$30,000 Wholesale and retail of
Rivershine Ltd. | Jun 23, 2015 |Road, Pingzhen District, Taoyuan ’ food, beverage and
: thousand X e
City daily necessities
Shanghai Build 4, No. 518, Che-Xin Road, | RMB1,022 [V nolesale and retail of
. . Nov 1, 2016 . . . food, beverage and
Rivershine Ltd. Songjiang, Shanghai , China thousand . .
daily necessities
Room 204 &205, Building 9, Wholesale and retail of
Dongpu Biotech Jun 28. 2018 Kejiyuan, Innovation, Dongwan RMB 5,000 |biological products,
Corporation ’ Songshanhu New & Hi-Tech thousand [food, beverage and
Industry Development Area, China daily necessities
GKBIO 12A, JALAN DEDAP 17, TAMAN
INTERNATIONAL| Oct. 11, 2019 |JOHOR JAYA, 81100, JOHOR MYD 8,000 [Vholesale and sales
SDN. BHD. BAHRU JOHOR, MALAYSIA

(3) Information about common shareholders of entities presumed to have a controlling and subordinate

relationship: Nil.
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(4) Overview of the operations of the affiliates (in 2019 and as of December 31, 2019)

_(é') Unit: NT$ thousand
D . Earnings (loss)
@) Affiliate Capital Total asset . Tc_)t_al Total equity Qperatlng Gross profit | Net income per share
—- liabilities income
Q (NTS$)(after tax)
i Pro-Partner Ltd. 176,000 5,279,756 | 2,036,179 | 3,243,577 7,791,039 1,885,782 1,573,278 89.39
@) GRAPE KING
o INTERNATIONAL
g INVESTMENT 791,983 882,075 - 882,075 - (70) 94,604 -
INC.
Shanghai Grape
King Enterprise | 1,026,886 1,030,258 203,243 827,015 909,895 97,964 95,211 -
Co., Ltd.
Rivershine Ltd. 30,000 157,841 105,546 52,295 210,344 26,738 21,472 7.16
Shanghai
Rivershine Ltd. 4,560 5,305 610 4,695 685 208 261 -
Dongpu Biotech
Corporation 23,200 30,450 520 29,930 15,573 (1,137) 1,174 -
GKBIO
INTERNATIONAL 22,700 18,467 171 18,296 987 (2,644) (2,496) (0.83)
SDN.BHD.

Note: The exchange rate on December 31, 2019: RMB/NTD=4.305 ; USD/NTD=29.980 ; MYD/NTD=7.033
The average exchange rate in 2019: RMB/NTD=4.472 ; USD/NTD=30.912 ; MYD/NTD=7.176

(5) Information about the directors, supervisors and general managers of the affiliates
December 31, 2019 Unit: thousand shares, %

Shareholding
Affiliat Titl N tati
iliate itle ame or representative Share %
Grape King Bio Ltd.
Representative: Chang-Yeh Tseng
Director Representative: Andrew Tseng 10,560 60
Representative: Jin-Chu Chen
Pro-Partner Ltd. Representative: Zhijia Chang
. Pu Hsing Enterprise Co., Ltd.
Director Representative: Mei-Ching Tseng 880 5
. Gongju Co., Ltd
Supervisor Representative: Ming-Shan Xu 880 5
GRAPE KING Chairman Andrew Tseng
INTERNATIONAL Director Mei-Ching Tseng - -
INVESTMENT INC. Director Zhijia Chang
Chairman Chang-Yeh Tseng
Shanghai Grape King |Director Andrew Tseng i )
Enterprise Co., Ltd. Director Yuan-Tsung Lin
Supervisor Yanxiang Huang
Grape King Bio Ltd.
Chairman Representative: Andrew Tseng
, ) Director Representative: Mei-Ching Tseng
Rivershine Ltd. Director Representative: Zhijia Chang 3,000 | 100
Supervisor Grape King Bio Ltd.
P Representative: Chang-Yeh Tseng
— . Executive Director |Chang-Yeh Tseng
Shanghai Rivershine Ltd Supervisor Mei-Ching Tseng - -
Dongpu Biotech Executive Director |Andrew Tseng i )
Corporation Supervisor Zhijia Chang
GK BIO Grape King Bio Ltd.
INTERNATIONAL SDN. |Director Representative: Nick Hung 900 30
BHD. Representative: Sheng-Chieh Hsu

108



VI

(6) Statement on the consolidated financial statements with the affiliates

The entities that are required to be included in the combined financial statements of Grape King
Bio Ltd. as of December 31,2019 and for the year then ended under the Criteria Governing the
Preparation of Affiliation Reports, Consolidated Business Reports and Reports and Consolidated
Financial Statements of Affiliated Enterprises are the same as those included in the consolidated
financial statements prepared in conformity with the International Financial Reporting Standard(s)
No.10, “Consolidated and Separate Financial Statements.” In addition, the information required to be
disclosed in the combined financial statements is included in the consolidated financial statements.
Consequently, Grape King Bio Ltd. and Subsidiaries do not prepare a separate set of combined
financial statements.

S9]10N |eloadsg

Very truly yours,
Grape King Bio Ltd.

By
Andrew Tseng
Chairman

Feb 24, 2020

. Private Securities in the Past Year and as of the Date of Publication of the Annual Report: Nil.

. Holding or Disposal of the Company’s Shares by Affiliates in the Past Year and as of the Date of
Publication of the Annual Report: Nil.

. Other Necessary Supplementary Notes: Nil.

. Matters in the Past Year and as of the Date of Publication of the Annual Report Which Have a
Substantial Impact on Owner’s Equity or Share Price as Stipulated in Item 2, Paragraph 2 of
Article 36 of the Securities Exchange Law: Nil.

109






Appendix |

Consolidated Financial Statements
with Report of Independent
Accountants for the Year

Ended Dec 31, 2019 and 2018
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Appendix I

Parent Company Only
Financial Statements

with Report of Independent
Accountants for the Year
Ended Dec 31, 2019 and 2018







Grape King Bio Ltd.

Parent Company Only Financial Statements for the
Years Ended December 31, 2019 and 2018 and
Independent Auditors’ Report
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