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| Letter to Shareholders

Dear Shareholders,

Welcome to the 2026 annual shareholders' meeting. We extend our gratitude to all shareholders
for their support and patronage. We hereby present a summary report on the operating results for the
year 2025 and the business plan for the year 2026:

1.1 2025 Business Report

1.1.1 Consolidated financial results:

The Ministry of Finance's Customs Administration has released the preliminary import and
export trade statistics for Taiwan from January to December 2025. According to the Taiwan
Association of Machinery Industry, the cumulative export value of machine tools for the year 2025
was $2.002 billion, a decrease of 9.6% compared to the same period in 2024. Of these exports, the
export value of metal cutting machine tools was approximately $16.51, a decrease of 10% compared
to the same period in 2024, while the export value of metal forming machine tools was $353 million,
a decrease of 7.8% compared to the same period in 2024.

Our company's net operating income for the year was NTD 1.008 billion, which is a 15.54%
decrease from the net operating income of NTD 1.194 billion in 2024. However, in terms of profit
and loss, we had a loss of NTD 204.252 million in 2025, compared to a loss of NTD 55.632 million
in 2024, representing a decline of 267.15%.

The comparison for operating income and surplus/deficit between 2025 and 2024 is as follows:

Unit: NTS$ Thousands

Item 2025 2024 Increase (Decrease)in amount | Percentage Change (%)
gezf;t‘i’ft Costs 1,008,153 | 1,193,689 (185,536) (15.54%)
Operating Margin 790,777 878,102 (87,325) (9.94%)
Operating Ex gnses 217,376 315,587 (98,211) (31.12%)
Operating Prcl)jﬁt (loss) 363,517 380,586 (15,069) (3.96%)
NGO (148,141)]  (64,999) (83,142) (127.91%)
Pre-tax income (loss) (54,146) 20,052 (74,198) (370.03%)
Net income after tax (202,287) (44,947) (157,340) (350.06%)

(204,252) (55,632) (148,620) (267.15%)
(loss)

1.1.2 Budget implementation:
Based on the "Guidelines for Processing Public Financial Forecast Information of Publicly
Traded Companies," our company is not required to disclose financial forecast information for the
fiscal year 2025, so there is no data available regarding the budget execution status for the year 2025.

1.1.3 Profitability Analysis:

ITEM 2025 2024
Non-operating income and expenses (NT$) (54,146) 20,052
Return on total assets (%) (4.27) (2.64)
Return on equity (%) (16.16) (4.02)
Ratio of Operating Income to paid-in capital (%) (12.95) (5.68)
Ratio of income before tax to paid-in capital (%) (17.69) (3.93)
Net Profit Margin (%) (20.26) (4.66)
Earnings per share (NT$) (1.79) (0.49)




1.1.4 Research and development status:
I. The ratio of research and development expenses to current year operating income

for the past two years of our company is shown below:

Year 2025 2024
R&D Expenses (NT$ thousand) 68,797 59,107
Percentage of Revenue (%) 6.82 4.95

II. Research and development achievements:

Product development is the lifeblood of the Company’s long-term operations and sustainable
growth. Regardless of economic cycles, our commitment to innovation and product development has
never ceased. Over the past year, our major R&D milestones include the successful integrated
development of a domestic automated dynamic balancing systems grinding machine, the receipt of
the Golden Green Label awarded two-year in a row by the Machinery Association, completed three
Machine Tool Industrial Regulations, and invested in the development of one-meter rotary surface
grinding machine. We also continued with the optimization of precision surface grinders. In recent
years, the Company has successively developed a wide range of products, including 400/600 rotary
surface grinding machine, vertical grinding centers, double-end grinding machines, precision mold
machining centers, intelligent automated production lines for aluminum alloy wheels, vertical lathes
for non-circular piston machining, specialized grinding machines for spline shafts, fixed-beam and
moving-beam gantry grinders, among others. These new models or optimized versions of existing
machines are designed to meet the increasing demand for high-precision machining in industries such
as semiconductors, IT, automotive and electric vehicles, aerospace, global energy, mold
manufacturing, as well as railway and marine industries. We are strategically aligned with the
development trend of high-value-added machine tools, focusing on intelligent automation, high
precision, large-scale machining, and high-speed cutting technologies. In addition to continuous
improvements on existing product lines, the Company is also actively engaged in the development of
green, energy-saving, and carbon-reducing equipment, contributing to the global goal of carbon
neutrality and net-zero emissions. To meet diverse customer needs, we offer customized solutions and
turnkey processing systems. Looking forward, our primary R&D focus will include intelligent
machine communication systems (iIMCS) and new material processing equipment. These efforts aim
to provide customers with both material processing and equipment integration solutions, thereby
enhancing product value.

The Company holds multiple utility model patents and invention patents. Our patent strategy
encompasses structural innovation in turning, milling, and grinding technologies, the development of
control systems, intelligent automation, and jig/fixture manufacturing technologies.

1.2 Business Plan for year 2026

1.2.1 Business Objectives for year 2026

After thorough communication among the management team, Falcon Co., Ltd. has
established the following four key management guidelines for year 2026. These guidelines are based
on efficient management practices aimed at enhancing work productivity, streamlining, and
optimizing talent development and training and prioritizing profit monitoring and control. The four
strategic directions are as follows:
(1) Digitalization and Al Integration of the Knowledge Base
(2) Forward-Looking Product and Marketing Strategy Planning
(3) Establish Information Security Blueprint
(4) Active Expansion into New Business Areas including Real Estate and Sales Agency Services



1.2.2 Important Production and Sales Policies
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In response to globalization and global marketing, it is crucial to understand and cater to
the needs of local market users. This requires not only working closely with distributors,
but also actively training international talents to rapidly adopt new technologies and
provide support to both distributors and customers, ultimately ensuring the achievement of
business objectives.

Continuing with a greater focus on online marketing and the utilization of social media
platforms in advertising and marketing efforts. This will accelerate companies' digital
transformation in their marketing strategies.

Our goal is to have grinding machine orders account for more than 40% of sales and
achieve a multiple-fold growth in sales. To accomplish this, we will share and replicate
successful case studies of grinding machines and standardize special attachments, and
special customized models to create high profit margins, as well as increasing sales volume
by the best-selling models of lathe-milling standards.

Our objective is to create a more service-oriented manufacturing industry. To achieve this,
we will strengthen our sales and service centers, and ensure that pre-sales, during-sales,
and after-sales services are in place. We will also enhance our customized production
technology to reach our goals. Additionally, we will continue to expand market demand
through international Turn Key Solutions

To prevent similar issues from recurring in the future, we will propose and implement
measures accordingly. We will actively sale inventory, establish clearance strategies, and
reduce the amount of stagnant inventory.

We will establish and maintain a comprehensive sales and service maintenance manual to
improve the execution rate of service calls. We will review and adjust the inventory of
commonly used sales and service parts for mass production machines every quarter, and
ensure effective management of the inventory value. This will improve the delivery
efficiency of sales and service parts.

We will continue to implement our quality policy by enhancing our intelligent technology,
demonstrating stable quality, continuous improvement, and prioritizing service efficiency
to meet customer needs. We will also strengthen our international brand and achieve our
quality goals for 2026, which includes targets for internal and external failure costs, claims
execution rate, and the number of customer complaints.

We will implement self-inspection checklists and create standard assembly instructions to
prevent defective products from entering the production site. This will help establish basic
data for smart manufacturing SOPs and standard work hours.

According to the production and sales schedule, we will establish a machine process
breakdown and assign specific roles and responsibilities to ensure standardized operating
skills and achieve our production goals. We will also ensure the proper execution of the
return material process.

(10) Establishment of digitalization/ai of knowledge base for each department
(11) Implementation of ESG initiatives
(12) We will capitalize on our management team's expertise and resources to expand our

business operations in the real estate sector, including offering real estate agency services,
developing self-built properties, and partnering in joint real estate projects.



1.2.2 Business Objectives for Year 2026:

Looking ahead to year 2026, the global machine tool industry still faces multiple external
challenges. Due to multiple pressures from geopolitical risks, exchange rate fluctuation in Japanese
yen, and low-price competition from Chinese manufacturers, the market environment is harsh.
Despite the global economy shows a resilient recovery, the subsequent fluctuations in raw material
prices and supply chain restructuring have kept the inflationary pressure in major economies continue
to rise. Furthermore, the impact of the U.S. Trump Administration's Tariff Policies on the global trade
framework has aggravated the uncertainty of the exit from monetary tightening policies. Facing the
complex and volatile international political and economic landscape, our company adopts a prudent
strategy and respond flexibly to market fluctuations. Facing the complex and volatile international
political and economic landscape, our company adopts a prudent strategy and copes with market
fluctuations flexibly. For year 2026, the parent company projects unit sales of approximately 756
units, while consolidated unit sales across the group expected to reach around 965 units. (Please
modify the financial data of this section in accordance with the numbers from the group's feedback.)
In order to overcome the industry cyclicality challenges, the Company remains committed to cultivate
in high-precision grinding technology and enhancing the added value of its products. The research
and development will focus on critical semiconductor consumables, core components of electric
vehicles, components of aircraft engine, 5G/AI precision mold, and other processing equipment in
high threshold application fields. With technology iteration and smart upgrading, the Company will
uphold the vision of becoming “the only choice for the most user-friendly machine tools”, and provide
customers with outstanding grinding solutions to achieve profitability and growth in the changing
landscape.

In the real estate sales agency segment, the Company will focus on projects that closely aligned
with consumer needs, competitively priced, and feature distinctive product characteristics. In the
construction sector, new projects will plan based on regional development trends, aiming to launch
offerings that meet market demand and generate high added value, thereby increasing the Company’s
sources of profitability.

1.3 Development Strategy

(1) Adhering to the business philosophy of "Steady management, striving for perfection,
gaining international recognition, and sharing prosperity," we will strive to achieve our
vision of "Becoming the only choice for the best machine tools.

(2) We will deepen our presence in the machine tool industry, embrace AIOT, and continuously
innovate and develop high-precision, high-efficiency, high-quality, and highly intelligent
machine tool products. We will strengthen our position as a leader in the grinding machine
market and achieve industrial upgrading.

(3) Our marketing, design, application, and sales and service departments should be responsive
and understand market demands and changes to provide high-quality customized services.
We will enhance machining technology, application technology, fixture design, and
manufacturing, and strengthen pre-, during-, and post-sales customer service to improve
customer satisfaction, meet their needs, and create favorable brands like "CHEVALIER."

(4) We will pay attention to and master changes and fluctuations in the market environment
and rapidly evolving technology, effectively control risks, adjust the scope of product
applications and industries, and improve processing equipment to meet the demand for new
materials. We will continue to implement performance management with the spirit of FPS.

(5) We will promote strategic alliances in the machine tool industry for mutual benefit and
actively participate in industry-government-academia-research cooperation to develop key
technologies for processing new materials.

(6) We will cultivate the real estate sales and development business to establish a new source
of profit for the company.



1.4 The Impact of the External Competitive Environment, Regulatory Environment,

and Macroeconomic Conditions

(1) Geopolitical factors (e.g., the Russia-Ukraine war) are causing customers to have concerns
about future equity and after-sales service, as well as restrictions on product exports, leading
to a decline in sales and impacting the global economy.

(2) Depreciation of the Japanese Yen has made Taiwanese products relatively less competitive.
On the other hand, the improvement in the quality and the continual price reduction of
Chinese-made products have made the operating environment for Taiwanese machine tools
increasingly challenging.

(3) The Ongoing Tariff Barriers Policy implemented by the United States raises concerns about
its long-term effects on prices, and its impact on Taiwan remains a significant challenge.

(4) The frequency and severity of natural disasters related to climate change are increasing
globally, heavily impacting the supply of bulk commodities and likely exacerbating price
volatility. Attention to Environmental, Social, and Governance (ESG) issues will continue
to deepen and be emphasized.

Falcon is continuously enhancing its management practices and employee training to establish
a strong foundation for transformation. The management team is dedicated to changing traditional
mindsets and approaches, improving management efficiency, continuously and effectively reducing
production costs, and mastering the research and development of new material processing
technologies. They are producing a variety of highly competitive processing machines. Additionally,
they are set to launch a project near the High-Speed Rail Tainan Station called the "Geometry Museum
of Zaborin," aimed at ensuring a competitive edge in the market and boosting profitability.

Falcon Machine Tools CO., LTD.

Chairman:
Lin, Tsung-Lin



I1. Corporate Governance Report

2.1 Directors, Supervisors and Management Team

2.1.1 Information on Directors and Supervisors

Date: April 27th, 2026; Unit: Shares

Job Title

Nationality or place of
registration

Name

Gender/Age

Date of election /
appointment to current

Term of office

Commencement date of
first term

No. of shares held
at time of election

No. of shares
currently held

Shares currently
held by spouse
and minor
children

Shares held
through
nominees

Sharehol
ding
ratio

No.of
Shares

Sharehol
ding
ratio

No.of
Shares

Sharehol
ding
ratio

No.of
Shares

Shareho
1ding
ratio

No.of
Shares

Principal work
experience and
academic
qualifications

Other officer(s),
director(s), or
supervisor(s) with which
the person has a
relationship of spouse or
relative within the
second degree

Job
Tittle

Relations

Name I

Chairman

Lin, Tsung-Lin

51-60

Male

2025.06.25

2022.10.21

0.13%

100,000

14.05%

18,882,070

0 0%

0 0%

1.Department of
Forestry, National
Pingtung University
of Science and
Technology

NO | NO NO

Vice Chairman

Tung, Shang-Yu

51-60

Male

2025.06.25

2022.10.21

0.00%

2,000

1.00%

1,349,270

0 0%

0 0%

1.Department of
Industrial
Engineering and
Management

NO | NO NO

Corporate Director /Representative

R.O.C

Linju Investment
Co., Ltd.

2025.06.25

2022.10.21

10.77%

8,300,000

8.01%

10,765,270

0 0%

0 0%

Not available

NO | NO NO

Tammy Lin

Female
51-60

2025.06.25

2022.10.21

0 0%

0 0%

0 0%

0 0%

1.Masters in business
administration
(MBA), Long Island,
University, US

2.Department of
Accounting, New
York University

NO | NO NO

Zhang, Yu-xin

Female
21-30

2025.06.25

2022.10.21

0 0%

0 0%

0.14%

191,220

0 0%

1.Department of
Business
Administration,
Cheng Siu
University

NO | NO NO

Independent Director

Wu, Zhi-Chi

41-50

Male

2025.06.25

2022.10.21

0 0%

0 0%

0 0%

0 0%

1.Department of
Accounting, Shih
Chien University

NO | NO NO

Gong, Xin-Jie

41-50

Male

2025.06.25

2022.10.21

0 0%

0 0%

0 0%

0 0%

1. Master of Laws,
Minnesota State
University

2.Department of Law,
National ChengChi
University

NO | NO NO

Chen, Li-Yun

Male

61-70

2025.06.25

2022.10.21

0 0%

0 0%

0 0%

0 0%

1.PhD in Economics,
Xiamen University

2. Master of Business
Administration/
Bachelor of
Accounting,
National Chengchi
University

NO | NO NO




Note 1: Position held by the director of this company and other companies as follows:

Lin, Tsung-Lin

Chairman of Sun Xin Construction Co., Ltd.

Chairman of Sun Bo International Co., Ltd.

Chairman of Sun Young International Architecture Group
Chairman of Ching Chien Investment Co., Ltd.
Chairman of Yue Yang International Industrial Co., Ltd.
Chairman of Tai Lin Development Co., Ltd.

Chairman of Qingyong International Industrial CO., LTD
Chairman of Qingjingtien Investment Co., Ltd.

Chairman of Qingjingning Investment Co., Ltd.
Chairman of Qingjinglin Real Estate Co., Ltd.

Chairman of Qingjinglin Investment Co., Ltd.

Chairman of Qingjinglin Development Co., Ltd.
Chairman of Qingjinglin Assets Co., Ltd.

Chairman of Yangji Co., Ltd.

Chairman of Jingtsen Real Estate Co., Ltd.

Chairman of Linju Investment Co., Ltd.

Chairman of Linyu International Industrial Co., Ltd.
Director of Hsiangyang International Development Co., Ltd.
Director of Tsang Fu Development & Construction Co., Ltd.
Director of Jia Hsiang Development & Construction Co.,
Ltd.

Supervisor of Qingjingning Construction Co., Ltd.
Supervisor of Rui Young Construction

Supervisor of Ching Lin Construction Co., Ltd.
Supervisor of Wei Yang Construction Co., Ltd.

Chairman of Linchen Co., Ltd.

Zhang Yu-Xin
Executive Assistant of Sun Young International
Architecture Group

Wu, Zhi-Chi

Managing Partner of Cometrue Consulting Limited
Independent Director of Cen Link Co., Ltd.
Independent Director of Ji-Haw Industrial Co., Ltd.
Independent Director of Highpoint Service Network
Corporation

Gong, Xin-Jie
Lawyer at Global Network Commerce Legal
Independent Director of Ji-Haw Industrial Co., Ltd.

Chen, Li-Yun
Independent Director of Sea Mild Biotech
Convener of the Remuneration Committee

Tung, Shang-Yu

Chairman of Guangshang Construction Co., Ltd.
Chairman of Guangshang Investment Co., Ltd.
Chairman of Guangcheng Advertising Business Co., Ltd.
Chairman of Guangcheng International Industrial Co., Ltd.
Chairman of Guangcheng Advertising Co., Ltd.
Chairman of Liancheng Advertising Business Co., Ltd.
Chairman of Shang Yi Investment Co., Ltd.

Chairman of Shang Wei Real Estate Co., Ltd.

Supervisor of Linju Investment Co., Ltd.

Director of Falcon Machine Tools Co., Ltd.

1.4.1 Major shareholders of the corporate
shareholders:
Name of Major shareholders of the corporate
corporate shareholder
shareholders
Lin-Ju Investment | Lin, Tsung-Lin (0.01), Guang Shang

Co., Ltd. Investment Co., Ltd. (31.25), Qing Jing
Ning Investment Co., Ltd. (37.49),
Lucchi Investment Co., Ltd (31.25)

1.4.2 Major shareholders of the Company’s
major institutional shareholders:

g)an:;;g Major shareholders of the corporate
P shareholder
shareholders
Guang Shang | Tung, Shang-Yu (23),Tung, Zhao-
Investment Ling(22),Tung, Zhao-Ying(28),Tung, Lin
Co., Ltd. Mei-Gui(27)
Qing Jing
fing | Lin, Tsung-Lin(99.84), Wu He-Bei(0.16)
Co., Ltd.
Lucchi
Investment Hua Qi-Xiang (100)
Co., Ltd

Tammy Lin

Special Assistant to the General Manager of Falcon Machine
Tools Co., Ltd.

Deputy Spokesperson of Falcon Machine Tools Co., Ltd.




2.1.2 Professional qualifications and independence analysis of directors and supervisors:

Criteria
Name

Professional Qualifications

Independence Analysis

Number of independent
directorships held in other
publicly listed companies

Chairman:
Lin,Tsung-Lin

- Possesses working experience in commerce, legal person, finance,

accounting, or corporate business operations.

- Graduated from the Department of Forestry at National Pingtung

University of Science and Technology.

- Currently serves as Chairman of the Company, as well as Chairman of

Sun Young International Architecture Group and Qing Yang
International Industrial Co., Ltd.

- None of the circumstances specified in Article 30 of the Company Act

apply.

Not Applicable

NO

Vice Chairman:
Tung,Shang-Yu

- Possesses working experience in commerce, legal person, finance,

accounting, or corporate business operations.

- Graduated from the Department of Industrial Engineering and

Management at National Kaohsiung University of Science and
Technology.

- Current serves as Vice Chairman and General Manager of the company,

as well as Chairman of Guangshang Construction Co., Ltd.

- None of the circumstances specified in Article 30 of the Company Act

apply.

Not Applicable

NO

Director:
Tammy Lin

- Possesses working experience in commerce, legal person, finance,

accounting, or corporate business operations.

- Graduated with a Master's degree in Business Administration from Long

Island University in the United States, and a Bachelor's degree in
Accounting from New York University.

- Formerly held positions as a Senior Investment Manager in the Wealth

Management division of Tai Shin Bank, and as an Assistant Manager at
Better Life Group Co., LTD.

- Currently serving as Executive Assistant in the General Manager's

Office and Deputy Spokesperson for the company.

- None of the circumstances specified in Article 30 of the Company Act

apply.

Not Applicable

NO

Director:
Zhang, Yu-xin

- Possesses working experience in commerce, legal person, finance,

accounting, or corporate business operations.

- Graduated from the Department of Business Administration at Cheng

Shiu University of Science and Technology.

- Currently serving as Executive Assistant at Sun Young International

Architecture Group

- None of the circumstances specified in Article 30 of the Company Act

apply.

Not Applicable

NO

Independent Director:
Wu,Zhi-Chi

- Possesses working experience in commerce, legal person, finance,

accounting, or corporate business operations.

- Graduated from the Department of Accounting at Shih Chien University

and obtained a CPA certificate

- Currently serving as Managing Partner of Cometrue Consulting Limited,

Independent Director of Cen Link Co., Ltd., Independent Director of Ji-
Haw Industrial Co., Ltd., Independent Director of Highpoint Service
Network Corporation

- None of the circumstances specified in Article 30 of the Company Act

apply.

Independent Director:
Gong,Xin-Jie

- Possesses working experience in commerce, legal person, finance,

accounting, or corporate business operations.

- Graduated with a Master of Laws degree from the University of

Minnesota Law School, and obtained a Bachelor of Laws degree from
National Chengchi University. Also obtained a lawyer's certificate.

- Currently servings as a lawyer at Global Network Commerce Legal, as

well as an Independent Director of Ji-Haw Industrial Co., Ltd.

- None of the circumstances specified in Article 30 of the Company Act

apply.

Independent Director:
Chen, Li-Yun

- Possesses working experience in commerce, legal person, finance,

accounting, or corporate business operations.

- Graduated with a PhD in Economics from Xiamen University and

Master of Business Administration/ Bachelor of Accounting from
National Chengchi University.

- Formerly worked as an audit and sales trainer at the Listing

Department/Business Department/Audit Department of the Securities
and Futures Bureau.

- Currently serves as an independent director at Sea Mild Biotechnology

Co., Ltd, Convener of the Remuneration Committee.

- None of the circumstances specified in Article 30 of the Company Act

apply.

- Company's independent

director satisfies the
criteria for independence

- Requires that the director,

their spouse, and relatives
up to the second degree
have not held positions as
directors, supervisors, or
employees in our
company or related
entities; do not possess
any shares in our
company and have not
held positions as
directors, supervisors, or
employees in companies
that have significant
relationships with our
company.

- Not received any

remuneration for
providing business, legal,
financial, accounting, or
other services to our
company or its related
entities in the last two
years




2.1.3 Board Diversity and Independence
L. Board Diversity:

The Company is committed to strengthening the composition of its Board of Directors by
promoting diversity in terms of professional expertise, industry experience, gender, and
independence. Moving forward, the Company will continue to invite suitable candidates to join the
Board in line with its strategic direction and in response to changing internal and external
circumstances. This approach aims to ensure a more balanced and effective board structure.

To achieve sound corporate governance, the Company’s current Board is composed of
members from diverse backgrounds, including senior management, industry professionals, and
experts in finance, business, and accounting. Each member brings unique insights and experience
to the table, enabling the Board to fulfill its responsibilities, which include defining the Company’s
vision and values, promoting good governance, guiding business strategies, monitoring
management performance, and overseeing the Company’s overall operations across economic,
social, and environmental dimensions. The Board also aims to safeguard the rights and interests of
stakeholders and enhance long-term corporate value.

The Company focuses its business development in the machine tool and real estate sectors,
aiming to become a benchmark for operational excellence. Among the current Board members,
Chairman Lin Tsung-Lin has extensive experience in the Company’s core industries, with a strong
grasp of market dynamics and an inclusive leadership style. Directors Tung Shang-Yu and Lin Yi-
Chen are part of the executive team and have deep familiarity with the Company’s operations,
bringing strengths in strategic management, investment analysis, and international market insight.

Among the two female board members, Director Chang Yu-Hsin offers expertise in operational
management and human resources. All independent directors possess strong industry knowledge
and global perspectives: Independent Director Chen Feng-Yun is knowledgeable in industrial and
economic trends; Independent Director Kung Hsin-Chieh brings legal and business management
expertise; and Independent Director Wu Tzu-Chi offers a multidisciplinary background in finance,
accounting, auditing, and information technology.

II. Board Independence:

The company has a board of 7 directors, including 3 independent directors. The independent
directors serve for no more than three consecutive terms to maintain their independence and ability
to objectively perform their duties. Furthermore, they have not been involved in any situations
covered by the provisions of the third and fourth paragraphs of Article 26-3 of the Securities and
Exchange Act.



II.

Information on the Management Team

Date: April, 27 2026; Unit: Shares

Other managerial
Shares held b; Position officer(s) with which the
Date of Shares held spouse and min}:)r Shay hem (nangh) | el wre conzzrr:ntly person(h:s a relationship
. . . . . nominees experience and . 5 Remark(s)
Job Title | Name |Nationality | Gender [appointment children . held in other of spouse or relative
.. academic . o (Note)
to position el companies at | within the second degree
No. of |Shareholding| No. of | Shareholding | No. of [ Shareholding present Job . .
X . . ... |Name |Relationship
Shares ratio Shares ratio Shares ratio Title
1.Department of Please refer to
Industrial Pg9.
Engineering and
Management at
National
General Tung, . Ka(ljhsiu.ng
Manager Shang-| Taiwan | Male |2022.10.21 |1,349,270 1.00% 0 0% 0 0% Un'lversny of NO | NO NO NO
Yu Science and
Technology.
2.Chairman of
Guangshang
Construction Co.,
Ltd.
1.Department of 1.Chairman of
Mechanical Fulson
Engineerin, Industrial Co.
Vice General Chen, 2.Ch§irman ogf Ltd
Shih- | Taiwan | Male |2003.03.01 0 0.06% 55 0% 0 0% . . NO | NO NO NO
Manager En Fulson Industrial |2.Director of
Co. Ltd Hwang Kang
Machinery
Co.Ltd
1.Department of 1. Supervisor of
Information Focus CNC
Deputy | Zhang, E:illr;izlrng and Co. Ltd.
General Ming- | Taiwan | Male |1995.07.01 [ 115.030 0.09%(19,430 0.01% 0 0% Science in Feng NO | NO NO NO
Manager Lun Chia University
2.Director of Focus
CNC Co. Ltd
1.Master in 1. Director of
Department of Hwang Kang
Deputy Zhang, Automatic Machinery
General Che- | Taiwan | Male |2015.01.01 0 0% 378 0% 0 0%] Control Co.Ltd. NO | NO NO NO
Manager Hua Engineering,
Feng Chia
University
1.Graduated from |NO
Chen, Department of
Associates | Shih- | Taiwan Male | 2018.03.01 11,799 0.01%] 3,022 0% 0 0%| Agronomy, NO | NO NO NO
Chang National Chiayi
University
1. Department of
Chen, Il‘::;cglf:ges and
Associates | Yun- | Taiwan Male | 2025.05.09 575 0.00%]| 1,000 0% 0 0% Literature, NO NO | NO NO NO
Ren Tunghai
University
1.Department of 1.Supervisor of
Finance at Hwang Kang
Chinese Culture Machinery
Associatesand Cheng, 2;:12:/:(:;}, ZAE:;;::;mative
‘Hcad of Shun- | Taiwan | Male |2023.09.11 0 0% 0 % 0 %)| Manager of in Focus CNC | NO | NO NO NO
Finance and
Accounting Fu Tekcore Co. Ltd, | Co. Ltd.
3.Independent
Director of
Tekcore Co.
Ltd,
1.Department Bank | 1.Supervisor of
and Insurance, Fulson
Overseas Chinese | Industrial Co.
Audit | % ) University Ltd.
R Chao- | Taiwan [Female| 2016.08.11 487 0% 0 0% 0 0% . R NO | NO NO NO
Supervisor Ying 3.Supervisor of 2.Director of
Hwang Kang Hwang Kang
Machinery Machinery
Co.Ltd Co.Ltd.
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2.2 Remuneration paid to Director, General Manager and Deputy General Manager

2.2.1Remuneration to Ordinary Directors and Independent Directors

Unit: NT$ Thousands

) ) Remuneration received by directors for concurrent service
Job Title Remuneration to directors
S as an employee Sum of Remunera
Directt Sal; i
B Reti ¢ lretc‘tor Expenses A+B+C+D and a:ry, q Rt . A+B+C+D+E+F Ul
ase etirement rofit- . rewards, an etirement . . i
R 4 7 l; ) and ratio to net - d Employee profit-sharing +G and ratio to el
emuneration pa}-/ an FIET perquisite income (%) X L pa)./ an compensation (G) net income (%) from
(A) pension (B) remunerat ®) disbursement pension (F) investee
s
ion (C) s (E) enterprise
= = g |2 |2 & |2 |2 = Z g1z |2 |2 All g z s other
o o o o 2 o 2 o e o 2 o 2 o The N 2 o
8 g 8 S g S g S 8 S 8 S 8 S consolidat 8 < than
3 2 5 2 = @ = @ =] 2 8 Z 8 Z company .. 8 2 .
] 2 ] 2 - = - A ] 2 2 2. 2 2. ed entities 2 2 subsidiari
5 = ] a s g g a ] a g a g a > > > > 5 a
< o < e E < e < £ 2 g |2 £ 2 £ from
@ 3 3 3 3 3 3 =] 2 2 g a es.or
= = = o o o o : : : : o the parent
s E [ S [ S S 2 2 2 2 E
Name 5 5 5 5 Z z = B B B B = company
X 462 462 462 462
Chairman:
) ) 420 420 0| o 0] 0| 4 | 4 0 0 0 o of o 0 0| (023 NO
Lin,Tsung-Lin 0.23) | (0.23) N (0.23)
X 462 462 2,262 2,262
Director : 180
420 420 0 0 0 0 42 42 1800 0 0 0 0 0 0 (1.11 NO
Tung,Shang-Yu (0.23) (0.23) 0 ) (1.11)
462 462 1,787 1,787
Director : 1,2 1,25
X 420 420 0 0 0 0 42 42 75 75 0 0 0 0 (0.87 NO
Tammy Lin (0.23) (0.23) 50 0 ) (0.87)
X 456 456 456 456
Director :
X 420 420 0 0 0 0 36 36 0 0 0 0 0 0 0 0 0.22 NO
Zhang,Yu-Xin (0.22) (0.22) ) (0.22)
Independent 642 642 642 642
Director : 600 600 0 0 0 0 42 42 0 0 0 0 0 0 0 0 (031 NO
Wu,Zhi-Chi 0.31) | (0.31) ) 0.31)
Independent 630 630 630 630
Director : 600 600 0 0 0 0 30 30 0 0 0 0 0 0 0 0 (0.31 NO
Gong,Xin-Jie (0.31) (0.31) ) (0.31)
Independent 642 642 642 642
Director : 600 600 0 0 0 0 42 42 0 0 0 0 0 0 0 0 031 NO
Chen,Li-Yun (0.31) (0.31) ) (0.31)

1.The compensation policy for the company’s independent directors implemented according to Article 24-1 of the company's articles of incorporation. This provision authorizes the board of directors to set

their remuneration based on the extent of their participation in and contribution to the company’s operations, while also considering the customary standards in the industry.

2. Except as disclosed in the above chart, remuneration to directors received due to the services provided to all companies listed in the financial statements (such as acting as advisors of parent companies/all

companies /investees listed in the financial statements who are not an employee thereof) in the most recent year: 0

Remuneration Range Table:

Ranges of remuneration paid to each of the
Company’s directors

Name of Directors

Sum of (A+B+C+D)

Sum of (A+B+C+D+E+F+G)

The company All consolidated entities The company All consolidated entities
Lin,Tsung-Lin, Lin,Tsung-Lin,
Tung,Shang-Yu, Tung,Shang-Yu, Lin, Tsung-Lin, Lin, Tsung-Lin,
Tammy Lin, Tammy Lin, Zhang,Yu-Xin, Zhang,Yu-Xin,
Less than NT$ 1,000,000 Zhang,Yu-Xin, Zhang,Yu-Xin, Wu, Zhi-Chi, Wu, Zhi-Chi,
Wu, Zhi-Chi, Wu, Zhi-Chi, Gong,Xin-Jie, Gong,Xin-Jie,
Gong,Xin-Jie, Gong,Xin-Jie, Chen,Li-Yun Chen,Li-Yun
Chen,Li-Yun Chen,Li-Yun
21511')’000’000 (incl.)~NT$2,000,000 NO NO Lin, Yi-Zhen Lin, Yi-Zhen
NT$2,000,000 ( NT$3,500,000 (excl.) NO NO Tung,Shang-Yu Tung,Shang-Yu
NT$3,500,000 ( NT$5,000,000 (excl.) NO NO NO NO
NT$5,000,000 (NT$10,000,000 (excl.) NO NO NO NO
NT$10,000,000 ( NT$15,000,000 (excl.) NO NO NO NO
NT$15,000,000 ( NT$30,000,000 (excl.) NO NO NO NO
NT$30,000,000 (NT$50,000,000 (excl.) NO NO NO NO
NT$50,000,000 ( NT$100,000,000 (excl.) NO NO NO NO
NT$100,000,000 or above NO NO NO NO
Total 7 7 7 7

*The remuneration disclosed in this table is different from the income concept under the Income Tax Act. Therefore, the purpose of this table is for information

disclosure only and not for tax purposes
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2.2.2 Remuneration to General Manager(s) and Assistant General Manager(s)

Unit: NT$ Thousands

Retireme Rewards and
nt pay e\;v ecis;il Employee profit- Sum of A+B+C+D Remuner
Salary (A) and P sharing and ratio to net ation
. disbursement . .
pension remuneration (D) income (%) received
s (C)
®B) from
All i
E ; E :; E D=> The consoli E :; ::1:: Stfies
8 § ] § 8 § compan | jated g § es o?loler
Job Title Name % é % é é é y R _5 é than
2 £ |2 | & | < & . N 2 £ subsidiari
> >
% % % 5 g 5 § % es or
2 2 =L g g S | =L from the
= = = B B B =
o’ o o = 5 IS |8 I parent
173 7] © 5 = 1=} B @
a © a 7] company
%; (E_ %; (; (Note)
Vice Chairman and 1,800 1,800
General Manager Tung,Shang-Yu 1,800 1,800 0 0 0 0 0 0 0 0 0.88 0.88 None
Deputy General . 1,154 1,154
Manager Zhang,Ming-Lun 1,050 1,050 63 63 41 41 0 0 0 0 (0.56) (0.56) None
Deputy General . 1,283 1,283
h hi-E 1,21 1,21 N
Manager Chen,Shi-En 210 210 | 73 73 0 0 0 0 0 0 0.63) (0.63) one
Deputy General 1,488 1,488
Manager Zhang,Zhe-Hua 1,177 1,177 71 71 240 240 0 0 0 0 0.73) 0.73) None
Note: Date of assumption of duty is June 01, 2024
Remuneration Range Table:
Name of Directors
Ranges of remuneration paid to each of the Company’s directors Companies in the consolidated financial
Sum of (A+B+C+D)
statements
Less than NT$ 1,000,000 None None

Tung,Shang-Yu, Chang,Ming-lun,

Tung,Shang-Yu, Chang,Ming-lun,

NT$1,000,000 (incl.)~NT$2,000,000 (excl.) Chen,Shih-en, Chen,Shih-en,

Chang,Zhe-hua Chang,Zhe-hua
NT$2,000,000 ( NT$3,500,000 (excl.) None None
NT$3,500,000 ( NT$5,000,000 (excl.) None None
NT$5,000,000 ( NT$10,000,000 (excl.) None None
NT$10,000,000 ( NT$15,000,000 (excl.) None None
NT$15,000,000 ( NT$30,000,000 (excl.) None None
NT$30,000,000 ( NT$50,000,000 (excl.) None None
NT$50,000,000 ( NT$100,000,000 (excl.) None None
NT$100,000,000 or above None None
Total 4 4

*The remuneration disclosed in this table is different from the income concept under the Income Tax Act. Therefore, the purpose of this table is

for information disclosure only and not for tax purposes
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2.2.3 Remuneration of the top five highest-paid managerial officers in a TWSE/TPEx-

listed company

Unit: NT$ Thousands

Retire Rewards
ment and Empl rofit-sharin Sum of A+B+C+D Ren.luner
Salary (A) pay and special rpcfrfrfe];a?ion S(D) & and ratio to net at1$)n
pension | disbursem income (%) received
B) ents (C) s
All mnvestee
= :; e :; e ;=> : = :; enterpris
o 5] o The consolid o
. a g e |8 I 8 <] 8 es other
Job Title Name % 2 g 5 g = company ated % 5 h
g S |8 |2 |38 | & entities 5 = than
g & |5 |a | 8 a ES a subsidiar
< 2% B | < = < =Y .
3 3 3 3 ies or
= = (=5 > > > | > =
- = of %08 g | fenis
= = = |2 E BE BE |E = parent
o o o =5 RB & =3 o
« « & g g g g @ company
(Note)
Vice Chairman and 1,80 1,80 1800 1800
T hang-Yi ’ ’ N
General Manager ung,Shang-Yu 0 R 0 0 010 0ks) (0.88) one
Deputy General Zhang,Ming- 1,05 1,05 6 6 1,154 1,154
Manager Lun 0 o 3 3 M| 4 0] 0 070 (0.56) (0.56) | Nene
Deputy General . 1,21 1,21 7 7 1,283 1,283
Manager Chen,Shi-En 0 ol 3| 3 0 0 0 0 0, 0 0.63) 0.63) None
Deputy General L17 | 1,17 | 7| 7| 24| 24 1,488 1,488
Manager Zhang,Zhe-Hua 7 70 10 1] ol o 0] 0] 010 (0.73) 0.73) | None

* Note: Effective date of dismissal is July 1%, 2024

2.2.4 Names and Distributions of Employee Profit-Sharing Remuneration to
Managerial Officers: The board of directors 2025 has not yet decided on the

employee compensation before the annual report's printing date.

Unit: NT$ thousands/%

. Stock Percentage of Total to Net
Job Title Name - Cash Amount Total ey T (08)
Vice Chairman and 0
CEO Tung,Shang-Yu 0 0 0
Deputy General Chen,Shi-En 0 0 0 0
Manager
Deputy General .
Manager Zhang,Ming-Lun 0 0 0 0
Manager
Deputy General Zhang,Zhe-Hua 0 0 0 0
Manager
Associate Chen, Shih-Chang 0 0 0 0
Associate Chen, Yun-Ren 0 0 0 0
Associate Chang, Shun-Fu 0 0 0 0

Note 1: Names and titles must be disclosed individually, but profit allocations can be shown in summary form.
Note 2: Refers to the most recent year’s manager compensation (cash and stock) approved by the Board. If this year’s amount can’t be estimated, calculate
based on last year’s actual ratio. “Net income after tax” means the after-tax profit from the latest year, based on individual or separate financial statements

under IFRS.
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2.2.5 Comparison of Remuneration for Directors, Supervisors, President and Vice
Presidents in the Most Recent Two Fiscal Years and Remuneration Policy for

Directors, Supervisors, President and Vice Presidents

Unit: NT$ thousands/%

2025 2024
. Ratio of Total Remuneration to . Ratio of Total Remuneration
Total Remuneration Net Profit after Tax(%) Total Remuneration to Net Profit after Tax(%)
Job Title All consolidated All consolidated All consolidated All consolidated
The i Th v The e The P
mpany entities € company entities company entities company entities
comp statements statements statements statements
Directors 6,881 6,881 (3.37) (3.37) 5,310 5,310 (9.54) (9.54)
General Manager and
Vice General Manager 5,725 5,725 (2.80) (2.80) 6,508 6,508 (11.70) (11.70)

% Due to an after-tax net loss of NTD 204,252 thousand in the year 2025, it is proposed that no dividends be distributed to shareholders. shareholder
dividends, nor remuneration for directors and employees.

% Due to an after-tax net loss of NTD 55,632 thousand in the year 2024, it is proposed that no dividends be distributed to shareholders. shareholder
dividends, nor remuneration for directors and employees.

L.

The Company's policy for remunerating its directors is formulated based on the Company Act and the
Company's Articles of Incorporation. The remuneration of directors for the current year shall be limited
to an amount not exceeding 5% of the current year's earnings and shall be paid in accordance with the
Rules Governing the Compensation of Directors and Functional Members of the Company. The
Company's operating strategy, profitability, future development and industry condition, as well as their
participation in and contribution to the Company’s operation, have also been considered to give them
reasonable remuneration. The Compensation Committee then submits a proposal for such remuneration,
which is passed at a board meeting before the policy takes effect.

The remuneration policy for the presidents, vice presidents and equivalent officers is based on the
Company's Regulations for the Evaluation of Managerial Performance and Compensation, considering
the Company's business strategy, profitability, performance and their contribution to the Company and
other factors, and by reference to the market compensation levels. The Compensation Committee then
submits a proposal for such remuneration, which is passed at a board meeting before the policy takes
effect.

The said principles may be adjusted based on economic conditions, the Company's future development, and
profitability and operating risks.

2.3 Status of Implementation of Cooperate Governance

2.3.1 Operation of the Board of Directors
I. The board of directors held 8 meetings in the year 2025 with the attendance as

follows: The overall average attendance rate was 94.6%.

. . In-person
Job Title Name No. of n{leetmgs No. of meetings attendance rate | Remarks
attended in person| attended by proxy %)
0

Chairman Lin,Tsung-Lin 8 0 100% None

Vice Chairman Tung,Shang-Yu 8 0 100% None

Director Tammy Lin 8 0 100% None

Director Zhang,Yu-Xin 6 1 75% None

Independent Wu,Zhi-Chi 8 0 100% None
Director

Independent Gong,Xin-Jic 7 0 87.5% None
Director

Independent | o 1ivun 8 0 100% None
Director

14



Other information required to be disclosed:

1. If any of the following circumstances exists, specify the board meeting date, meeting
session number, content of the motion(s), the opinions of all the independent directors,
and the measures taken by the Company based on the opinions of the independent
directors:

A. Any matters under Article 14-3 of the Securities and Exchange Act.

Date:2025/12/31

Board of
Directors

Agenda & Resolution

Independent
Directors'

Opinion

Company’s

Response to

Independent
Directors’

Opinion

Objections or
Reservations from
Independent Directors
with Records or
Written Statements

9" session
15" meeting
2025/01/17

Agenda: 2024 Year-End Bonus Distribution for
Managerial Officers.

Resolution: Approved as proposed.

Recusal: Directors Tung, Shang-Yu and Lin, Yi-Zhen

None

None

None

Agenda: 2025 Annual Budget Proposal.
Resolution: Approved as proposed.

None

None

None

Agenda: Amendment of certain provisions of the
“Board Meeting Rules.”
Resolution: Approved as proposed.

None

None

None

Agenda: Amendment of certain provisions of the
“Audit Committee Charter”.
Resolution: Approved as proposed.

None

None

None

9" session
16" meeting
2025/03/11

Agenda: 2024 Business Reports and Financial
Statements Proposal.
Resolution: Approved as proposed.

None

None

None

Agenda: 2024 Deficit Compensation Proposal.
Resolution: Approved as proposed.

Agenda: Evaluation Report on the Independence and
Suitability of the Certified Public
Accountant.

Resolution: Approved as proposed.

Agenda: 2024 Internal Control System Statement.
Resolution: Approved as proposed.

Agenda: Amendment to the “Approval Authority
Matrix.”

Resolution: Approved as proposed.

Agenda: Amendment of the "Internal Control System"
Resolution: Approved as proposed.

Agenda: Partial Amendment to the Articles of
Incorporation.
Resolution: Approved as proposed.

None

None

None

Agenda: Partial Amendment to the “Endorsement and
Guarantee Operational Procedures.”
Resolution: Approved as proposed.

None

None

None

Agenda: Re-election of the Directors Proposal.
Resolution: Approved as proposed.

None

None

None

Agenda: Proposal to Set the Agenda, Shareholder
Proposal Procedures, and Shareholder
Nomination for the 2025 Annual General
Shareholders’ Meeting.

Resolution: Approved as proposed.

None

None

None

9" session
17" meeting
2025/05/09

Agenda: 2025 Q1 Consolidated Financial Reports
Proposal.
Resolution: Approved as proposed.

None

None

None
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Company’s

Objections or

Board of Independent | Response to Reservations from
oard o
i Agenda & Resolution Directors' Independent | Independent Directors
irectors
Opinion Directors’ with Records or
Opinion Written Statements
Agenda: Credit Facility Agreement with Financial
Institutions. None None None
Resolution: Approved as proposed.
Agenda: Endorsement and Guarantee Renewal
Proposal. None None None
Resolution: Approved as proposed.
Agenda: Approval of Audit Fees for 2025 and Pre-
Approval Policy for Non-Assurance Services
. . None None None
by Emnst & Young and its Affiliates.
Resolution: Approved as proposed.
Agenda: Private Placement of Common Stock
Proposal. None None None
Resolution: Approved as proposed.
Agenda: Authorization for Transactions with Related
Parties Proposal. None None None
Resolution: Approved as proposed.
Agenda: Resolution and Nomination of the 2025
Directors (including Independent Directors)
. . None None None
Candidate List Proposal.
Resolution: Approved as proposed.
Agenda: Lifting the Non-Compete Restrictions of the
New Directors and its Representatives
Proposal.
Resolution: Approved as proposed.
Agenda: Addition to Reason for Convening the 2025
Annual General Meeting of Shareholders.
Resolution: Approved as proposed.
Agenda: Managers and the Remuneration Proposal.
K None None None
Resolution: Approved as proposed.
i . Agenda: Authorization for Transactions with Related
9™ session .
N . Parties Proposal.
18" meeting . None None None
Resolution: Approved as proposed.
2025/06/25 . .
Recusal: Lin, Tsung-Lin
Agenda: Election of the Chairman and Vice Chairman
Proposal. None None None
10" session Resolution: Approved as proposed.
1* meeting Agenda: Appointment of the 7™ session of the Salary
2025/06/25 Remuneration Committee Members
None None None
Proposal.
Resolution: Approved as proposed.
Agenda: 2025 Q2 Audit Implementing Status Report.
i None None None
Resolution: Approved as proposed.
Agenda: Report on Carbon Inventory Check Progress
and the Sustainable Development Action
X . None None None
Plan of Listed Companies.
Resolution: Approved as proposed.
10" session . . .
. Agenda: 2025 Q2 Consolidated Financial Statements
2™ meeting
Report. None None None
2025/08/13 .
Resolution: Approved as proposed.
Agenda: Define the Scope of Frontline Employee
Proposal. None None None
Resolution: Approved as proposed.
Agenda: Amendment of the "Internal Control
None None None

System".
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Company’s

Objections or

Board of Independent | Response to Reservations from
oard o
i Agenda & Resolution Directors' Independent | Independent Directors
irectors
Opinion Directors’ with Records or
Opinion Written Statements
Resolution: Approved as proposed.
Agenda: 2025 Q3 Audit Implementing Status Report.
. None None None
Resolution: Approved as proposed.
Agenda: Report on GHG Inventory Check Progress
and the Sustainable Development Action
. . None None None
Plan of Listed Companies.
. Resolution: Approved as proposed.
10" session ) .
d . Agenda: 2025 Q3 Consolidated Financial Statements
3" meeting
Report. None None None
2025/11/11 .
Resolution: Approved as proposed.
Agenda: Application for New Credit Line from
Financial Institutions. None None None
Resolution: Approved as proposed.
Agenda: 2026 Internal Audit Plan.
K None None None
Resolution: Approved as proposed.
10™ session Agenda: Proposal of Selling the Ongoing Construction
4" meeting Project. None None None

2025/12/15

Resolution: Approved as proposed.

B. Other than the matters, there were no board resolutions where independent directors
expressed opposing or reserved opinions with records or written statements.

II. Execution Status of Directors’ Recusal from Resolutions Involving Conflicts of

Interest:
2025/12/31
Date and . . Voting
ITEM . Name of Director Content of the motion Cause for Recusal L
session Participation
N . Resolution for the distribution of .
9™ session, Abstained from
' . the annual bonus for the . . .
1 15" meeting Tung, Shang-Yu Concurrently as Director | discussion and
management personnel of the .
2025/01/17 voting
company for the year 2024.
9™ session, o . . . Abstained from
: R . . Authorization for Transactions with Serves as the supervisor . .
2 18" meeting Lin, Tsung-Lin . . discussion and
Related Parties Proposal of the related parties .
2025/06/25 voting
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I11. Implementation of Evaluations of the Board of Directors:
EVéluation Evaluation Scope of Method of Evaluation Content
ycle Period evaluation evaluation
1. Enhance the degree of involvement in the company's
operations.
Assessment of 2. Improve the quality of board decisions.
Once a 2025/01/01~ Board of Corporate 3. Review and optimize the composition and structure of the
year 2025/12/31 Director Governance board of directors.
Manager 4. Enhance the process of director selection and ongoing
education.
5. Strengthen the internal controls.
1. Enhance involvement in the company's operations
The 2. Recognize the responsibilities of functional committees
Once a 2025/01/01~ | Remuneration Evaluation of the 3. Improve the quality of functional committee decisions
year 2025/12/31 and Audit Chairperson 4. Review the composition and member selection of functional
Committee committees
5. Strengthen the internal controls.
1. Grasp of the company's goals and mission
Performance 2. Understanding of the duties and responsibilities of a director
Once a 2025/01/01~ Individual evaluation of board | 3. Involvement in the company's operations
year 2025/12/31 Director members (self or 4. Management and communication of internal relationships
peer) 5. Professionalism and ongoing education of directors
6. Strengthen the internal controls.
IV.  Evaluation of the targets that were adopted for strengthening of the functions of the board during

the current and immediately preceding fiscal years (e.g., establishing an audit committee,
increasing information transparency, etc.)

M

2

(€))

The Establishment of Corporate Governance Regulations: Besides the powers and
responsibilities of the Board of Directors as specified in the Company's Articles of
Incorporation, the Company also has established various regulations to strengthen the
operation of the Board of Directors and corporate governance, which is "Board of
Directors Meeting Regulations," "Code of Ethics," "Board of Directors Performance
Evaluation Procedures," "Internal Handling Procedures for Significant Information,"
"Employee Code of Conduct,” "Management Procedures for Preventing Insider
Trading," and "Management Procedures for Shareholders' Meeting Souvenirs and
Deposits. And in 2025, the "Articles of Incorporation," "Internal Control System and
Related Procedures" sections were revised, and in 2023, the "Rules of Procedure for
Shareholders Meetings" and "Salary and Compensation Remuneration Committee
Organization Regulations" were redefined, all of which were approved by both the
Board of Directors and the Shareholders' Meeting.

Board of Directors Performance Evaluation: To strengthen the efficiency of the Board
of Directors' operation and implement corporate governance, the Company has
established performance objectives and the Board of Directors Performance Evaluation
Procedures, which apply to all members of the Board of Directors, functional
committees, and individual directors. The procedures were established on March 24,
2020, in accordance with the Corporate Governance Best Practice Principles for Listed
and OTC Companies. Each year, during December, each unit provides a questionnaire
for Board members to complete. The completed questionnaire and related information
concerning performance evaluation are provided to the Board of Directors for their
reference.

Active Participation in Corporate Governance: In recent years, the Company has
actively participated in strengthening corporate governance and enhancing the
transparency of information disclosure. In 2025, the Company received a corporate
governance evaluation ranking within the 66%—-80% range. The Company continues to
actively engage in governance improvement efforts to further strengthen its corporate
governance capabilities.
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(4) Enhancing Board Functionality and Decision-Making Quality: To enhance the
functionality and decision-making quality of the Board, the Company regularly holds
strategy meetings to keep directors informed about financial conditions, business status,
and the development and implementation of major business strategies. In addition,
quarterly operations meetings are held, where business units present reports to help
directors gain insights into operations. During these meetings, directors also provide
valuable guidance to management based on their professional expertise and experience.

(5) Enhancing Information Transparency: The Company voluntarily discloses relevant
information on its official website and the Market Observation Post System (MOPS),
including applicable regulations and significant resolutions of the Board of Directors.
These efforts facilitate shareholders' understanding of the Company’s developments
and enhance overall information transparency.

V. Board Performance Evaluation Implementation

Evaluation Evaluation Period Scope Method Evaluation Criteria
Cycle

Conducted annually 2025.1.1-2025.12.31 Board of Directors Internal self- Participation in company
evaluation by the

operations, quality of board
Board

decisions, board composition
and structure, director
selection and ongoing training,
internal control, etc.

Conducted annually 2025.1.1-2025.12.31 Individual Board Self-evaluation by Understanding of company
Members board members goals and missions, awareness
of director responsibilities,
participation in company
operations, internal
relationship management and
communication, professional
knowledge and continuing
education, internal control, etc.

Conducted annually 2025.1.1-2025.12.31 Functional Internal self- Participation in company
Committees evaluation by

8 operations, awareness of
committees

committee responsibilities,
quality of decisions,
committee composition and
member selection, internal
control, etc.

2025 Board Performance Evaluation Results:

(a) Average overall self-evaluation score of the Board of Directors: 4.91 out of 5

(b) Average overall self-evaluation score of individual board members: 4.83 out of 5
(c) Average overall self-evaluation score of functional committees: 4.83 out of 5

The Company conducted its internal annual board performance evaluation in December 2025 in accordance
with the evaluation indicators and procedures specified in the “Board Performance Evaluation Policy.” The
evaluation covered the overall Board of Directors, individual board members, and functional committees. The
results were compiled and scored based on the returned questionnaires and were reported to the Board of
Directors on March 09, 2026. Detailed information has been disclosed on the Company's website.
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2.3.2  Audit Committee Operations

The term of the 2nd Audit Committee is from October 21, 2022, to October 20,
2025. The term of the 3rd Audit Committee is from June 25, 2025, to June 24,
2028. A total of seven meetings were held in 2025. The attendance record of each
committee member for the year 2025 is as follows:

L.

II.

No. of
No. of meetings meetings In-person
Title Name : . attendance | Remarks
attended in person | attended by
rate(%)

proxy
Convenor Wu, Zhi-Chi 6 1 86 None
Member Gong, Xin-Jie 6 1 86 None
Member Chen, Li-Yun 7 0 100 None

Other information required to be disclosed:

(1) If any of the following circumstances exists, specify the board meeting date,
meeting session number, content of the motion(s), the opinions of all the
independent directors, and the measures taken by the Company based on the
opinions of the independent directors:

A. Any matters under Article 14-5 of the Securities and Exchange Act.

Date: 2025/12/31

Contents
of the
objections,
Term of Audit Term pf Board reservation Handling of the
C ; of Directors ] s, Or company's response
ommittee Date of Proposal and Resolutions Result sienificant | to the opinions of the
Date of Meeting : g op ;
Meeting proposals audit committee.
by the
independe
nt director
T — Proposal: 2025 Annual Budget Plan of the The resolution was
2 " sessic_)n 12“‘ sesmt(_)n Company N approved
13" meeting meeting ion: one -
2025/01/17 2025/01/17 Resolution: Approved as proposed. unanimously by all
attending directors
Proposal: 2024 Business Report and The reso(iutlon was
Financial Statements None approve Iv by all
Resolution: Approved as proposed. unanimous’y by a
attending directors
Proposal: 2024 Deficit Compensation The resociutmn was
Proposal. None approve Iv by all
Resolution: Approved as proposed. unanmimous’y by a
attending directors
Proposal: Evaluation Report on the The resolution was
Independence and Suitability of None approved
the Certified Public Accountant. unanimously by all
Resolution: Approved as proposed. attending directors
Proposal: 2024 Internal Control System The resociutlon was
Statement. None approve Iv by all
2" session 9t session Resolution: Approved as proposed. uga;lgﬁ]ouzii/ ¥ ?
14" meeting 16" meeting 3 T o 7 ahe % wrectors
2025/03/11 2025/03/11 roposal: Amendment tot e Approva The resolution was
Authority Matrix. None approved
Resolution: Approved as proposed. unanimously by all
attending directors
Proposal: Amendment of the "Internal The resociutlon was
Control System" None approve Iv by all
Resolution: Approved as proposed. unanunous’y oy a
attending directors
Proposal: Partial Amendment to the ;Fhergisgciutlon was
Articles of Incorporation. None uﬁgnimously by all
Resolution: Approved as proposed. attending directors
Proposal: Partial Amendment to the The resolution was
“Endorsement and Guarantee None approved
Operational Procedures.” unanimously by all
Resolution: Approved as proposed. attending directors
ond . th . Proposal: 2025 Q1 Consolidated Financial The resoc}utlon was
5% meeting 0 Tmoeting Reports Proposal. None | ously by all
2025/05/09 2025/05/09 | Resolution: Approved as proposed. attending directors
Proposal: Credit Facility Agreement with None The resolution was
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Contents

of the
objections,
Term of Audit Term pf Board reservation Handling of the
C ; of Directors ] s, or company's response
ommittee Date of Proposal and Resolutions Result i | e g A £th
Date of Meeting . gn AU G U
Meeting proposals audit committee.
by the
independe
nt director
Financial Institutions. approved
Resolution: Approved as proposed. unanimously by all
attending directors
Proposal: Endorsement and Guarantee ;fher(r)evs:éutlon was
Renewal Proposal. None u?lg nimously by all
Resolution: Approved as proposed. attending directors
Proposal: Approval of Audit Fees for 2025
and Pre-Approval Policy for The resolution was
Non-Assurance Services by None approved
Ernst & Young and its unanimously by all
Affiliates. attending directors
Resolution: Approved as proposed.
Proposal: Private Placement of Common The reso&utlon was
Stock Proposal. None approve Iy by all
Resolution: Approved as proposed. unanimous’y oy a
attending directors
Proposal: Authorization for Transactions The resolution was
with Related Parties Proposal. None approved
Resolution: Approved as proposed. unanimously by all
attending directors
Proposal: Resolution and Nomination of The resolution was
the 2025 Directors (including d
Independent Directors) None approve Iv by all
Candidate List Proposal. utr:ang_nou(siiy i’ a
Resolution: Approved as proposed. attending directors
Proposal: Lifting the Non-Compete .
P Restri%tions of the NeI:N The reso&utlon was
Directors and its Representatives None approve
Proposal. unanimously by all
Resolution: Approved as proposed. attending directors
Proposal: Addition to Reason for The resolution was
Convening the 2025 Annual d
General Meeting of None approve
Shareholders. unanimously by all
Resolution: Approved as proposed. attending directors
2" session 9t session Proposal: Authorization for Transactions The reso(iutlon was
16" meeting 18" meeting with Related Parties Proposal. None approves Iv by all
2025/06/25 2025/06/25 Resolution: Approved as proposed. unamimous’y by a
attending directors
Proposal: 2025 Q2 Consolidated Financial The resolution was
Statements Report. None approved
Resolution: Approved as proposed. unanimously by all
attending directors
3" session 10™ session Proposal: Define the Scope of Frontline The resoC{utlon was
1* meeting 2™ meeting Employee Proposal. None approves Iy by all
2025/08/13 2025/08/13 Resolution: Approved as proposed. unanimous’y by a
attending directors
Proposal: Amendment of the "Internal The reso&utlon was
Control System". None approve Iv by all
Resolution: Approved as proposed. unanimous’y by a
attending directors
Proposal: 2025 Q3 Consolidated Financial Zher;is;{utlon was
Statements Report. None ulrzgnimously by all
Resolution: Approved as proposed. attending directors
3" session 10™ session Proposal: Application for New Credit Line The reso&utlon was
2" meeting 3" meeting from Financial Institutions. None approve Iv by all
2025/11/11 2025/11/11 Resolution: Approved as proposed. unanimous’y by a
attending directors
The resolution was
Proposal: 2026 Internal Audit Plan. None approved
Resolution: Approved as proposed. unanimously by all
attending directors
3" session 10™ session Proposal: Proposal of Selling the Ongoing The resodlutlon was
3" meeting 4™ meeting Construction Project. None approve Iv by all
2025/12/15 2025/12/15 Resolution: Approved as proposed. unanunous’y oy a

attending directors
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B. Other resolutions not approved by the Audit Committee but approved by at least

two-thirds of all directors: None.

(2) There is NO execution status of independent directors' abstention from voting
on interested party transactions.

(3) Communication between the independent directors and the internal audit

supervisor and

accountant regarding significant matters related to the company's

financial and business status, including the methods and outcomes of such
communication.

a. The communication policy between independent directors and the
internal audit supervisor and accountant is as follows:

1.

ii.

1il.

1v.

The policy of inviting the certified public accountant to attend the audit
committee at least twice a year to report on the review or audit results
of the financial statements of the company and its subsidiaries, as well
as the results of internal control audits. The communication should be
sufficient to discuss any significant adjustments or revisions related to
legal amendments.

If necessary, communicate with the accountant through meetings as
required.

The internal audit supervisor and independent directors should hold
regular meetings at least once a quarter through the audit committee to
report on the implementation of internal audits and the operation of
internal controls. In the event of any significant abnormality, a meeting
may be convened at any time.

In addition to the regular meetings, the convener of the Audit
Committee holds ad hoc discussions with the head of internal
audit each quarter regarding the operation of the internal control
system.

b. Summary of communication between the independent directors' board
and the accountant in 2025:

The communication between the independent directors and the
accountants of our company is good.

Opinion from Execution results

2025/05/09

Date Key Audit Matters mlti)qpendent handling
irector
Approved by the Audit
1.Presentation of the 2024 Financial Committee and
2025/03/11 Statement. submitted to the 16th
: : 2.Discussion on assessment of the None meeting of the 9th
Audit Committee . h
independence and competence of Board of Directors on
Certified Public Accountants. March 11, 2025 for
discussion.
Approved by the Audit

1. Audit Fees for 2025 and Pre-Approval

Policy for Non-Assurance Services by Committee and reported

at the 17th meeting of

2025/08/13
Audit Committee

: : Ernst & Young and its Affiliates. None
Audit Committee 2. Presentation of the Q1 2025 Financial the 9th Board of
S Directors on May 09,
tatement.
2025.
Approved by the Audit

Committee and reported
to the 2nd meeting of
the 19th Board of
Directors on August 13,
2025.

1.Presentation of the Q2 2025 Financial

Statement. None

2025/11/11
Audit Committee

Approved by the Audit
Committee and
submitted to the 3rd
None meeting of the 10th
Board of Directors on
November 11, 2025 for
discussion.

1.Presentation of the Q3 2025 Financial
Statement
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c. Summary of Communication between Independent Directors and
Internal Audit Officers in year 2025:

Opinion from

Execution results

Date Key Audit Matters IndD?r)eeélt((i;nt el
1.Reviewed and
approved by the
audit committee and
1.Presentation of execution results of submitted for report
the audit operations for the fourth b,y the board of
2025/03/11 directors.
Audit Committee quarter 0f 2024. None 2.Reviewed and
2.Discussion on internal control approved by the
statement for 2024. audit committee and
submitted for
discussion by the
board of directors.
1.Presentation of execution results of 1.Reviewed and
the audit operations for the first app'roved b}f the
2025/05/09 quarter of 2025. audit f:ommlttee and
Audit Committee None submitted for report
by the board of
directors.
1.Presentation of execution results of 1.Reviewed and
the audit operations for the second approved by the
2025/08/13 quarter of 2025. None audit committee and
Audit Committee submitted for report
by the board of
directors.
1.Presentation of execution results of 1.Reviewed and
the audit operations for the third approved by the
quarter of 2025. audit committee and
2.Formulate the internal audit plan submitted for report
for 2026. by the board of
2025/11/11 directors.
Audit Committee None 2.Reviewed and
approved by the

audit committee and
submitted for
discussion by the
board of directors.

2.3.3 Corporate Governance — Implementation Status and Deviations from the Corporate
Governance Best-Practice Principles for TWSE/TPEx Listed Companies and the

Reasons

Evaluation Item

Implementation status

Yes|No

Summary Description

Deviations from “Corporate
Social Responsibility Best
Practice Principles for
TWSE/TPEx Listed
Companies” and reasons

1.Has the Company established and
disclosed its Corporate Governance
Best-Practice Principles based on
the Corporate Governance Best-
Practice Principles for TWSE/TPEx
Listed Companies?

v' |Company has not yet formulated.

The company has not yet
established its corporate
governance best practices
in accordance with the
"Corporate Governance
Best Practice Principles for
TWSE/GTSM Listed
Companies”, and will do so
in the future according to
its business needs and legal
regulations

2.Shareholding Structure and Shareholders’ Rights

(1)Does the Company have Internal
Operation Procedures for handling
shareholders’ suggestions,
concerns, disputes and litigation
matters. If yes, have these
procedures been implemented

v (1)The company has established a spokesperson and a deputy spokesperson

receive various inquiries and suggestions.

as a means of handling shareholder suggestions, questions, and disputes.
The company has also set up relevant contact information and a
stakeholder complaint mailbox on its website and in its annual report, to

(1)None
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Evaluation Item

Implementation status

Deviations from “Corporate

Social Responsibility Best
Practice Principles for

Yes|No Summary Description TWSE/TPEx Listed
Companies” and reasons
accordingly?
(2)Does the Company know the v (2)The Company periodically discloses the list of ultimate controllers of its [(2)None
identity of its major shareholders principal shareholders pursuant to the laws and regulations.
and the parties with ultimate
control of the major shareholders?
(3)Has the Company built and 4 (3)1.The company has developed and passed through the board of directors |(3)None
implemented a risk management the "Supervision and Management Procedure for Subsidiaries."
system and a firewall between the 2.All related parties of the company are direct or indirect subsidiaries
Company and its affiliates? holding more than 50% of the company's shares. Business dealings
between the company and its related parties are treated as transactions
with independent third parties.
3.The company has implemented strict operational procedures for
managing fund lending, endorsement guarantees, transactions, and
derivative transactions with its related parties.
(4)Has the Company established v (4)To establish a sound internal mechanism for processing and disclosing  [(4)None
internal rules prohibiting insider significant information, prevent improper leakage of information, and
trading of securities based on ensure the consistency and accuracy of information released to the
undisclosed information? outside world, as well as to prevent insider trading, the company has
developed the "Internal Procedures for Handling Significant
Information" and the "Management Procedures for Preventing Insider
Trading," which have been distributed to the directors and made
available on the company's internal electronic bulletin board for
managers and all employees to refer to at any time. In addition, the
company revised the "Code of Ethics" on November 9, 2020, requiring
all relevant parties to comply with the company's internal regulations
and the provisions of the Securities Exchange Act regarding the
prohibition of insider trading. All of the aforementioned documents are
posted on the company's internal electronic bulletin board for relevant
personnel to consult at any time.
3.Composition and Responbilities of the board of directors
(1)Have a diversity policy and v (1)Company is dedicated to achieving diversity in the backgrounds of board |(1)None

specific management objectives
been adopted for the board and
have they been fully implemented?

members, including their professional expertise, experience, gender, and
independence. Company will continue to invite suitable candidates to
join the board to strengthen its balance in response to the company's
development strategy and changes in the internal and external
environment. The board members come from different fields and work
backgrounds, including the management team, industry managers, and
professionals with financial, business, and accounting backgrounds.
They effectively fulfill their responsibilities as board members,
including establishing and maintaining the company's vision and values,
promoting corporate governance, and supervising and evaluating the
management's policies and operational plans. Moreover, they are
responsible for the company's overall performance in the economy,
society, and environment, taking the perspective of stakeholders to
enhance corporate governance and enterprise value.

Board of directors is composed of 7 members, including 3 independent
directors (43% of the total). Independent directors are limited to serving
no more than three consecutive terms. Also, one of the director over 65
years old, 3 directors aged between 51 and 60, and 3 directors under 50
years old. To promote gender equality and improve women's
participation in decision-making and the soundness of the board
structure, company have 2 female directors (29% of the total).

Our company is dedicated to building a strong presence in the fields of
machine tools, real estate, and property, aspiring to become a model of
business excellence. Examining the list of our board members,
Chairman Lin, Tsung-Lin has extensive experience in the company's
business domains, grasping the intricacies of industry operations and
development. His leadership style is open, and he is receptive to diverse
perspectives. Directors Tung, Shang-Yu and Lin, Yi-Zhen have joined

our management team, bringing a deep understanding of our
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Implementation status Deviations from “Corporate

Social Responsibility Best

Evaluation Item L. Practice Principles for
Yes|No Summary Description TWSE/TPEx Listed

Companies” and reasons

organization and business operations. They excel in operational
management, investment judgment, and possess a keen understanding of
the international market. Among our female members, Director Zhang,
Yu-Xin specializes in operational management and human resources.
Our independent directors also bring valuable expertise to the table.
Independent Director Chen, Li-Yun is well-acquainted with the general
industrial landscape and economic development trends. Independent
Director Gong, Xin-Jie possesses expertise in law, corporate
management, and relevant experience. Independent Director Wu, Zhi-
Chi combines financial, accounting, auditing, and information
technology expertise.

The Company attaches importance to the diversity of the composition of
the Board of Directors. The target of more than 29% of directorships
being held by women is currently 15%; therefore, the implementation
thereof exceeds the target. The elite directors of the Company were
selected from the industry to participate in major investment projects
related to the Company's business, assist the Company's financial,
accounting and corporate

governance businesses according to their expertise, and assist the
Company in making favorable decisions through their diverse
experience, which gives rise to extensive and professional advice.
Diversification of the Board of Directors' members has

been implemented as shown in Note 1.

(2)Has the Company voluntarily v (2)Company has established a remuneration committee and an audit (2)Established according to
established other functional committee, and has formulated the "Organization Regulations of the the needs of the
committees in addition to the Remuneration Committee" and the "Rules of Procedure of the Audit company's future
remuneration committee and the Committee". The importance of other types of functional committees development and legal
audit committee? will be evaluated in the future, and relevant policies will be formulated requirements.

for their implementation.

(3)Has the Company established rules | v/ (3)company has established the "Board of Directors Performance (3)None
and methodology for evaluating Evaluation Rules," which stipulates that the board of directors should
the performance of its Board of conduct at least one performance evaluation per year through a self-

Directors, implemented the evaluation questionnaire to enhance corporate governance. The
performance evaluations on an performance evaluation is carried out at the end of each year to measure
annual basis, and submitted the the effectiveness of the board's leadership and supervision of the

results of performance evaluations company's operations and management, with the aim of providing

to the board of directors and used feedback on the board's performance and increasing long-term

them as reference in determining shareholder value.

salary/compensation for individual The company conducted a 2025 internal evaluation in January, 2026 and
directors and their nomination and reported the results to the board of directors on March 09, 2026. The
additional office terms? evaluation report has been disclosed on the company's website.

(4)Does the Company regularly v (4)The company conducts an annual evaluation of the independence ofits  [(4)None.
evaluate its external auditors’ auditors as required by regulations. The auditors are asked to provide an
independence? "independence statement" and are checked for any relationships with the

company's directors, supervisors, or executives, ensuring that they are
not related parties. The company then uses its own auditor evaluation
form to assess the auditors' independence in 6 areas: self-interest, self-
evaluation, advocacy, familiarity, coercion, and audit quality indicators.
The evaluation results are submitted to the board of directors for review.
The auditor independence evaluation items are detailed in Note 2.

4.Does the TWSE/TPEx listed v 1.At the board meeting held on May 7, 2021, company passed a resolution |None.
company have in place an adequate to establish the position of corporate governance officer. This position is
number of qualified corporate responsible for handling matters related to board of directors and
governance officers and has it shareholder meetings in accordance with the law, preparing minutes of
appointed a chief corporate board of directors and shareholder meetings, assisting directors in their
governance officer with appointment and continuing education, providing necessary information
responsibility corporate governance for directors to carry out their duties, assisting directors in complying
best practices (including but not with laws and regulations, and other matters as stipulated in the
limited to providing information company's articles of incorporation or contracts.
necessary for directors and 2.The current corporate governance officer of the company is Vice
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Evaluation Item

Implementation status

Deviations from “Corporate
Social Responsibility Best
Practice Principles for

Yes|No Summary Description TWSE/TPEx Listed
Companies” and reasons
supervisors to perform their duties, President Chen Shih-En, who meets the statutory qualification
aiding directors and supervisors in requirements for a corporate governance officer and has over three years
complying with laws and of experience serving as a financial officer in publicly traded companies.
regulations, organizing board 3.The performance of the corporate governance officer in the year 2025 is
meetings and annual general as follows:
meetings of shareholders as (1) Board Performance Evaluation: The performance evaluation of the
required by law, and compiling board of directors for the year 2025 has been completed to implement
minutes of board meetings and corporate governance and was submitted to the board of directors on
annual general meetings)? March 09, 2026.

(2) In response to regulatory revisions by the supervisory authorities, the
company amended and passed revisions to the Company Articles and
Internal Control System and Related Operations in 2025; and redefined
the Shareholders' Meeting Rules and the Salary and Compensation
Committee Organization Regulations in 2024.

(3) Corporate governance evaluation: The Company's ranking range in the
12th session of the 2025 corporate governance evaluation was between
66-80%.

(4) Integrity management: All employees received integrity management
year-end education and training in January 2025.

(5) Communication with Investor : Shareholder's meeting was held on
June 25, 2025, meeting notices, Proposals, and meeting minutes are
prepared within the statutory deadline. Moreover, the Company held 8
board meetings in the year 2025, provided meeting materials and
produced meeting minutes after each meeting. The Company promptly
disclosed and announced significant information and decisions made
by the board of directors. Overall, the Company has been transparent
and diligent in keeping its investors informed.

(7) Assist independent directors, general directors, and corporate
governance executives in developing annual training plans and
arranging relevant courses. As of December 2025, all directors have
completed their training courses, and the corporate governance
executive has also fulfilled the required hours of training as of July
2024. Company optimizes the training plans continuously to ensure
that the directors and corporate governance executives are up-to-date
with their professional knowledge and skills.

(8) Reporting system implementation: Company have established a "Code
of Ethics and Confidentiality Agreement" that includes an independent
reporting system such as a reporting mailbox or hotline. However, as
0f 2025, we have not received any reports or complaints.

5.Has the Company established v The company has established effective communication channels with |None.
channels for communicating with its various stakeholders, such as customers, shareholders, partner banks,
stakeholders (including but not employees, suppliers, community, regulatory bodies, and others related to
limited to shareholders, employees, the company's interests. Additionally, the company website and annual
customers, suppliers, etc.) and report have a contact windows to address corporate social responsibility
created a stakeholders section on its issues that stakeholders may be concerned about, and the company
company website? Does the responds to these concerns after understanding them.
Company appropriately respond to The Company has a contact channel on its website designated to
stakeholders’ questions and stakeholders; a mailbox also exists on the employee portal site, thus
concerns on important corporate providing internal and external personnel with a means to make
social responsibility issues? suggestions and file complaints to the Company. Information received shall

be handled by the Auditing Office.

6.Has the Company appointed a v Company appoints the Capital Securities Corp Registrar Agency Dept. to  |None.
professional shareholder services handle shareholder meeting affairs.
agent to handle matters related to its
shareholder meetings?

7 Information Disclosure

(1) Has the Company established a v (1)The company website has an investor relations section to disclose (1)None.

corporate website to disclose
information regarding its
financials, business, and corporate

relevant public information and can also be accessed for this purpose.
https://www.chevaliertw.com/zh-tw/investor-area/investor-2
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Evaluation Item

Implementation status

Deviations from “Corporate
Social Responsibility Best
Practice Principles for

Yes|No Summary Description TWSE/TPEx Listed
Companies” and reasons
governance status?
(2) Does the Company use other 4 (2)Please visit Falcon Corporation's Chinese/English website: (2)The establishment of an

information disclosure channels
(e.g., maintaining an English-
language website, designating staff
to handle information collection
and disclosure, appointing
spokespersons, webcasting
investors conference etc.)?

https://www.chevaliertw.com

English website will
depend on the
company's development
needs and legal
requirements in the
future.

(3) Does the company publish and
report its annual financial report
within two months after the end of

(3)The company aims to provide investors with timely and accurate

financial information. The annual financial report is submitted for
approval by the Audit Committee and the Board of Directors within two

(3)Depend on the
company's development
needs and legal

the fiscal year, and publish and months after the end of the fiscal year and is announced on the same day requirements
report its financial reports for the of approval in Market Observation Post System (MOPS). The first,
first, second, and third quarters as second, and third quarterly financial reports are also submitted for
well as its operating statements for approval by Audit Committee and the Board of Directors and are
each month before the specified announced on the same day of approval in MOPS before the legal
deadlines? deadline. The monthly operating status of the company is also fully
disclosed on the MOPS before the legal deadline.
8.Has the Company disclosed other v (1) Employee rights: The company upholds the principles of integrity and |None.

information to facilitate a better
understanding of its corporate
governance best practices (including
but not limited to employee rights,
employee wellness, investor
relations, supplier relations, rights
of stakeholders, directors’ and
supervisors’ continuing education,
the implementation of risk
management policies and risk
evaluation standards, the
implementation of customer
relations policies, and purchasing
liability insurance for directors and
supervisors)?

@

3

@

&)

(6)

(M

®

€

social responsibility, while ensuring that the legal rights of employees
are protected in compliance with labor laws.

Employee care: To promote employee satisfaction and engagement,
the company offers a safety office, employee welfare committee, and
labor-management committee, along with a range of education and
training programs and welfare systems, aimed at building trust and
mutual benefits.

Investor relations: The company has honored the stock agency
department of Capital Securities Corporation, as well as a dedicated
shareholder services officer within the company, to handle any issues
that may arise between the company and its shareholders.

Supplier Relationships: The company prioritizes the principles of
equality and mutual benefit in its relationships with suppliers, fostering
strong and collaborative partnerships.

Stakeholder Rights: The company has developed a "Code of Ethics" to
regulate its stakeholders in accordance with the law. All stakeholders
of the company uphold a strong sense of self-discipline and can recuse
themselves from any conflicts of interest to ensure sound corporate
governance. Stakeholders are entitled to communicate with the
company and provide suggestions to protect their legitimate interests.
Continuing Education for Directors: The company periodically informs
its directors of professional development courses organized by relevant
organizations. In year 2025, the company's directors participated in
professional development courses as shown in Table 1. Additionally,
the directors regularly attend board meetings and provide valuable
advice and guidance to the board.

Risk Management Policy and Standards Execution: The company has
put in place several internal protocols and procedures, mandated by
law, to evaluate and control relevant risks.

Execution of Customer Policies: The company has established a
specialized customer service department to handle after-sales services
and complaints. Furthermore, products are insured to safeguard the
rights and interests of both purchasers and vendors.

To protect the directors' liabilities : Company has purchased a liability
insurance policy from the Taiwan branch of American International
Group, CHUBB on April 15, 2026. The policy covers a sum insured of
USD 5 million and is valid for one year until April 15, 2027.

(10) Managers of the company participated in training and development

programs: In the year 2025, the managers of the company participated
in training and development programs related to corporate governance
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Implementation status Deviations from “Corporate
Social Responsibility Best
Evaluation Item L Practice Principles for
Yes|No Summary Description TWSE/TPEx Listed
Companies” and reasons
and other relevant areas. The details of their participation are provided
in Table 2.
9.Please describe improvements that v [(1) Improvements Made:
have already been made based on 1. The Company’s interim financial reports have all been approved by the Audit Committee and
the Corporate Governance submitted to the Board of Directors for discussion and resolution.
Evaluation results released for the 2. The Company has disclosed its annual greenhouse gas emissions, water consumption, and total
most recent fiscal year by the waste generated over the past two years.
Corporate Governance Center,
Taiwan Stock Exchange, and (2) Priority Areas for Enhancement and Proposed Measures:
specify the priority enhancement 1. Protection of Shareholders’ Rights and Equitable Treatment: The Company shall disclose its
objectives and measures planned for adopted Corporate Governance Best-Practice Principles.
any matters still awaiting 2. Promotion of Sustainable Development: The Company plans to prepare a Sustainability Report
improvement. (If the Company was and submit it to the Board of Directors for approval.
not included among the companies 3. Establishment of Written Procedures for Related Party Transactions: The Company shall establish
evaluated for the given recent year, written guidelines for financial and business interactions with related parties. Any material
this item does not need to be transactions shall be approved by the Board of Directors and reported to the shareholders' meeting.
completed.)

Note 1: Diversification of the Board of Directors' members has been implemented as follows.

Title Chairman | Vice Chairman Director Director Ingqpendent Independent | Independent
irector Director Director

[Name Lin, Tsung-Lin Tung,Yihang- Lin, Yi-Zhen [Zhang, Yu-Xin| Wu, Zhi-Chi | Gong, Xin-Jie | Chen, Li-Yun

Gender Male Male Female Female Male Male Male

Management \Y \Y \ \Y \Y \ \

Leadership in

Decision-making v v v v v v v

Industry Knowledge \Y \Y \ \Y \Y

Finance and Law \ \ \Y \Y

Crisis Management \Y \Y \ \% \% \Y \Y

Specialization [Marketing and Sales \ \ \ \ \ \ \

[Procurement \ \ \ \

International Trade \Y \Y \ \Y% \Y% \Y

IT \% \%

Green Energy and

[Environmental \% v \Y% \%

Protection

Note 2: Independent auditor's evaluation items.
Evaluation Item Docs it comply
with independence
1.Direct or significant indirect financial relationship with the company Yes
2.Financing or guarantee transactions with the company or its directors and supervisors Yes
S 3.Assessment of the possibility of customer attrition Yes
elf Interest 7 Close bust - -

.Close business connection with company Yes
5.Potential Employment Relationship with company Yes
6.Related to audit cases or involve public expenses Yes
1.Members of the audit committee who have served as directors, officers or employees of the company, or held significant Yes

Self- positions that could affect the audit cases, either currently or within the past two years
Evaluation |2.The non-audit services provided to the Company will directly impact significant areas of the audit engagement Yes
3.Not obtained independent statements from accountants on a regular basis Yes
Defense l.Pror_noting or brokering the stocks or other securities issue(‘i by the Company i i i i Yes
2. Acting as a defense counsel for the Company or representing the Company to resolve conflicts with third parties Yes
There is a familial relationship with individuals who hold positions as directors, supervisors, managers, or those who have a, v
significant impact on the audit engagement with the Company es
Familiarity A former co-auditor who has resigned within one year has taken a significant position as a director, supervisor, executive, or in Yes
a role that significantly affects the audit engagement of the Company
Accepting significant gifts or presents from the Company, its directors, or employment Yes
Serving as an auditor for 7 consecutive years. Yes
Requesting the accountant to accept inappropriate choices in accounting policies or improper disclosures in financial statements Yes
Coercion |made by management.
To reduce fees, pressuring the accountant to improperly reduce necessary audit procedures. Yes
First dimension: Professionalism Yes
Audit Second dimension: Quality Checking Yes
Quantity  [Third dimension : Independence Yes
Indicators  [Fourth dimension : Supervision Yes
Fifth dimension : Innovative Capability Yes
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Table 1: Directors' Continuing Education in 2025

Title Name Study period Sponszorlr.lg Course Training
From To Organization Hours
Accounting Analysis of Internal Control Practices of the
Lin, Research and Sustainable Information Management by the
Director Tsung- | 2025/10/17 | 2025/10/17 Development | Internal Auditor 6.0
Lin Foundation,
R.0.C.
The Institute of | Total Analysis of Internal Control Practices of
Tung, Internal "Managing Sustainable Information"
Director Shang- | 2025/12/19 | 2025/12/19 . 6.0
Yu Auditors-
Chinese Taiwan
Corporate Performance Management and
. 2025/12/04 | 2025/12/04 .\ Salary and Remuneration System Design and 3.0
Lin, Securities and .
Director Yi- Futures Planning
Zhen Institute. R.O.C Analysis of Laws and Cases Study on Illegal
2025/12/05 | 2025/12/05 > 77 | Insider Trading and Money Laundering 3.0
Prevention by Corporate Insiders
_ Zhang, 2025/11/05 | 2025/11/05 Securities and | Legal Liabilities Related to Insider Trading 30
Director Yu- Futures Case Study
Xin 2025/11/05 | 2025/11/05 | Institute, R.O.C. | Operational Practices of Audit Committees 3.0
2025/03/20 | 2025/03/20 Natlo_nal Key Points anfi_Common Issues in Corporate 70
Federation of | Income Tax Filing
Certified Public | Carbon Trading and Assurance Process
Independent | W% | 2025/04/01 | 2025/04/01 | ,Aecountants 3.0
; Zhi- Associations of
Director . .
Chi Taiwan
Taiwan Digital | Corporate Governance and Securities
2025/06/16 | 2025/06/16 Governance Regulations 3.0
Association
Tai Nvidia's Trillion-Dollar Miracle - New
Gong, | 2025/07/11 | 2025/07/11 arwan Thinking in the Semiconductor Industry 3.0
Independent . Corporate : . P .
; Xin- Revolution Behind Artificial Intelligence
Director Jie Governance C ©G M d
2025/10/17 | 2025/10/17 |  Association orporate fyovernance Manager an 3.0
Sustainable Governance
The Digital Financial Revolution: The
Principles of Stablecoins and the
Chen, 2025/09/25 | 2025/09/25 Securities and | Development Trends of Blockchain Virtual 3.0
Independent .
Director Li- Futures Assets
Yun Institute, R.O.C. | International Economic Situation and
2025/09/25 | 2025/09/25 Taiwan's Industrial Dynamics under Trump 3.0
2.0
Table 2: Participation of Company Managers in Governance-Related Education and Training in 2025:
. . Sponsoring Training
Title Name Course Study period Organization Hours
Tung, | Total Analysis of Internal Control The Institute of
General Manager Shang- | Practices of "Managing Sustainable 2025/12/19 Internal Auditors- 6.0
Yu Information" Chinese Taiwan
F1napc1al and . Chang, | Professional Training Program for 2025/08/14 Accounting Research
Accounting Executive h I ties Fi d d Devel 12
and Deputy General Shun- | Issuers, Securities Firms, an ~ and Development .0
Manager Fu Exchange Accounting Officers 2025/08/15 Foundation, R.O.C.
Board of Directors (Sustainability Taiwan Corporate
Committee) Annual Sustainable 2025/05/08 Governance 6.0
Governance Strategy Management Association
Corpo,r’ate Governance Supervisor Taiwan Corporate
Course” Corporate Governance
. . 2025/06/24 Governance 3.0
Corporate Supervisor and Meeting .
Chen, Association
Governance Shih- Management
Executive and Deputy Nvidia's Trillion-Dollar Miracle - .
en L . Taiwan Corporate
General Manager New Thinking in the Semiconductor
. . 2025/07/11 Governance 3.0
Industry Revolution Behind Association
Artificial Intelligence
. Taiwan Corporate
Corporgte Govern.ance Supervisor 2025/07/18 Governance 30
Compliance Practices A S
ssociation
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2.3.4 Composition, Responsibilities and Operations of the Remuneration Committee:

On August 25, 2021, the company established a "Remuneration Committee" and created
the "Remuneration Committee Organization Regulations" on November 09, 2023. The
purpose of this committee is to assist the Board of Directors in formulating and regularly
reviewing policies, systems, standards, and structures for evaluating the performance and
remuneration of directors and executives. The committee also conducts regular

evaluations and sets remuneration for directors and executives

L Member of Remuneration Committee
Date: 2026/04/27
Qualification Number of
other public
companies at
which the
Job Title Professmnlgl nghﬁcatlons and Independence Analysis person
Xperience concurrently
serves as
remuneration
committee
Name member
- Possesses working experience in - Remuneration Committee member
commerce, legal person, finance, meets the independence criteria: °
accounting, or corporate business - The independent director, their
operations. spouse, and second-degree relatives
- Graduated from the Accounting have not served as directors,
Department of Shih Chien University supervisors, or employees of our
and obtained CPA certification. company or other related
I - Serving as the Managing of Cometrue | enterprises; they do not hold shares
ndependent C . I
Director W, Zhi-Chi onsulting Limited * Independent of our company and do not serve as 5
? Director of Global View Co. Ltd. and directors, supervisors, or employees
(Convener) . - 'S, Sup > mploy!
Independent Director of Cen Link Co. | of specific related companies.
Ltd, Independent Director of Ji-Haw | - The independent director has not
Industrial Co., Ltd., Independent provided any business, legal,
Director of Highpoint Service financial, accounting or other
Network Corporation services to our company or any of
- None of the circumstances specified our related enterprises in the past
in Article 30 of the Company Act two years.
apply.
- Possesses working experience in - Remuneration Committee member
commerce, legal person, finance, meets the independence criteria: °
accounting, or corporate business - The independent director, their
operations. spouse, and second-degree relatives
- Graduated with a Master of Laws have not served as directors,
degree from the University of supervisors, or employees of our
Minnesota Law School, and obtained company or other related
Independent o a Bachelor of Laws degree from enterprises; they do not hold shares
Di Gong, Xin-Jie National Chengchi University. Also of our company and do not serve as 1
irector : ' : P :
obtained a lawyer's certificate. directors, supervisors, or employees
- Currently servings as a lawyer at of specific related companies.
Global Network Commerce Legal, as | - The independent director has not
well as an Independent Director of Ji- [ provided any business, legal,
Haw Industrial Co., Ltd. financial, accounting or other
- None of the circumstances specified services to our company or any of
in Article 30 of the Company Act our related enterprises in the past
apply. two years.
- Possesses working experience in - Remuneration Committee member
commerce, legal person, finance, meets the independence criteria: °
accounting, or corporate business - The independent director, their
operations. spouse, and second-degree relatives
- Graduated with a Ph.D. in economics have not served as directors,
from Xiamen, Master of Business supervisors, or employees of our
Administration/ Bachelor of company or other related
Accounting, National Chengchi enterprises; they do not hold shares
University. of our company and do not serve as
Independent Ch . - Former lecturer of audit and sales directors, supervisors, or employees
Director en, Li-Yun trainer at the Listin of specific related companies. 1
g P P
Department/Business - The independent director has not
Department/Audit Department of the provided any business, legal,
Securities and Futures Bureau. financial, accounting or other
- Current Independent Director of Sea services to our company or any of
Mild Biotech, Convener of the our related enterprises in the past
Remuneration Committee two years.
- None of the circumstances specified
in Article 30 of the Company Act
apply.
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IL Operations of the Remuneration Committee

The committee operates in accordance with the company's "Remuneration
Committee Organization Regulations," which stipulate that at least two regular
meetings must be held each year.

(1) The seventh Remuneration Committee has a total of 3 members.

(2) The sixth Remuneration Committee's term runs from October 21, 2022 to

October 20, 2025. The seventh Remuneration Committee's term runs from
June 25, 2025 to June 24, 2028. In the year 2025, the committee held 2 meeting,
and the attendance of each committee member in 2025 is as follows:

No. of meetings No. of meetings In-person
Title Name attended in : g attendance rate Remarks
attended by proxy a
person (%)
Convenor Wu, Zhi-Chi 2 0 100
Member Gong, Xin-Jie 1 1 50 None
Member Chen,Li-Yun 2 0 100

The discussion topics and resolution results of the remuneration committee, as well as
the company's handling of members' opinions.

Date: 2025/12/31

Remuneration
C . Board of
ommittee Directors
Term T Proposal Resolution
erm
Date of D g
. ate of meeting
meeting
2024 Year-End Bonus Distribution for | Remuneration
Managerial Officers Committee: Reviewed
and approved by the
attending members and
submitted for report by
the board of directors.
6™ Session 9" Session Proposal of the Managerial Board of Directors:
th . th : . Reviewed and
7™ meeting 17" meeting Officers and Their Salary and
2025/05/09 2025/05/09 Compensation approved by the
P attending members
(with related parties
recuse themselves in
accordance with the
law)

Other information required to be disclosed:

The remuneration committee resolved with no objections or reservations from members

and no records or written statements.

I1I.

Scope of authority of the Remuneration Committee.

The committee shall exercise due care of a good administrator and faithfully perform the
following duties, and submit its recommendations to the Board for discussion:

(1) The Remuneration Committee should regularly review its organizational regulations
and provide suggestions for any necessary amendments.

(2) Develop and periodically review the performance evaluation criteria, annual
performance goals, and policies, systems, standards, and structures of the Directors
and senior executives' remuneration and disclose the content of the performance
evaluation criteria in the annual report.

(3) Periodically evaluate the achievement of performance goals for the Company's
Directors and senior executives and based on the evaluation results obtained from
the performance evaluation criteria, determine the content and amount of their
remuneration. The remuneration of the Directors and senior executives shall be
disclosed in the annual report in accordance with the regulations.
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2.3.5 Promotion of Sustainable Development — Implementation Status and Deviations
from the Sustainable Development Best Practice Principles for TWSE/TPEx Listed

Companies and the Reasons

Evaluation Item

Implementation Status

Deviations from the
Sustainable Development
Best Practice Principles

_ for TWSE/TPEx Listed
YES|NO Summary Description Companies and the
Reasons
1.Has the Company establisheda | v/ The company established the ESG Sustainable Management Project ~ |None
governance framework for Team on March 21, 2022, with the Corporate Governance Officer
promoting sustainable serving as the project leader. The team comprises part-time units from
development, and established different functions, including marketing, research and development,
an exclusively (or concurrently) finance, and quality assurance, and reports on its execution status to
dedicated unit to be in charge the board of directors every quarter. In addition, the board of directors
of promoting sustainable regularly listens to relevant reports on operations, finance, corporate
development? Has the board of governance, and sustainability issues, providing extensive and
directors authorized senior professional opinions based on the members' diverse experiences to
management to handle related assist the company in making appropriate decisions and formulating
matters under the supervision clear strategic directions.
of the board? The kick-off meeting for the 2024 ESG Sustainability Report was held
on March 10, 2025 (Monday). The 2024 Sustainability Report was
uploaded on 2025/8/28.
2.Does the company conduct risk v" | The company has not yet established a dedicated unit for promoting  [None
assessments of environmental, corporate social responsibility. However, it has tasked the
social and corporate Management Center and Human Resources department with promoting
governance (ESG) issues CSR on a part-time basis. In the future, relevant risk strategies will be
related to the company's formulated according to operational needs.
operations in accordance with
the materiality principle, and
formulate relevant risk
management policies or
strategies?
3.Environmental Issues
(1)Has the Company set an v (1)The company has tasked the General Management Division with (1)None
environmental management implementing related environmental operations and ensuring
system designed to industry control of the ISO 14001 environmental management system
characteristics?
(2)Does the Company endeavor v (2)Company actively promotes paperless and electronic office (2)None
to use energy more efficiently environment, and implements policies for recycling waste paper.
and to use renewable materials The entire factory enforces a waste classification and resource
with low environmental recovery system, including the recycling of lubricating oil, to
impact? enhance environmental awareness towards green initiatives. °
(3)Has the Company evaluated v (3)Actively implementing energy-saving and carbon reduction (3)None
the potential risks and operations, such as turning off lights when not in use, creating a
opportunities posed by climate paperless office environment, planting trees in open spaces, and
change for its business now using energy-efficient lighting in office buildings and data centers,
and in the future and adopted to mitigate global warming.
relevant measures to address
them?
(4)Did the company collect data | v (4)None

for the past two years on
greenhouse gas emissions,
volume of water consumption,
and the total weight of waste,
and establish policies for
greenhouse gas reduction,
reduction of water
consumption, or management
of other wastes?

(4) Since 2022, the Company has begun tracking greenhouse gas
(GHG) emissions, water consumption, and total waste generated.
Reduction targets have been set as follows: a yearly reduction of
1 metric ton of COze in GHG emissions, 100,000 liters in water
consumption, and 5 metric tons in waste generation. The
statistical data and achievement status for 2022 and 2025 are
presented in the following tables.

1.Emissions of Greenhouse Gas:
Achievement status:
Achieved (31.7tons CO2e reduction vs 2023)
Achieved (283.1tons CO2e reduction vs 2024)

Unit:CO2e(Ton)
Year First Scope | Second Scope | Total
2023 259.7 766.3 1,026
2024 152.0 729.3 994.3
2025 85.7 625.5 711.2

The overall emissions declined year by year was mainly due to the
continued reduction in electricity use (Category 2). Emissions in
2025 decreased significantly mostly because enhanced electricity
management and operational optimization measures. It is also
affected by the changes in operational activity.

Management Policy:

1.Advocacy and patrol inspections for daily electricity
management to reduce necessary energy consumption and
improve energy efficiency.

2. Optimize production scheduling to reduce equipment idle time
and unnecessary operating time, while reducing the demand for
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Evaluation Item

Implementation Status

YES

NO

Summary Description

Deviations from the
Sustainable Development
Best Practice Principles
for TWSE/TPEx Listed
Companies and the
Reasons

manpower and vehicles to reduce energy and fuel consumption.
3.0ptimization of production scheduling and workforce
attendance

2.Water Usage:
Achievement status:
Not achieved (Increase of 437,000 L vs 2023)
Not achieved (Increase of 247,000 L vs 2024)
Unit:10,000L
Water Usage
452.0
495.7
520.4

Year
2023
2024
2025

Water consumption in 2025 was 5.204 million liters, an increase
0f 247,000 liters (approximately 4.98%) compared to 2024. This
increase was mainly due to changes in operational needs. To
improve water efficiency and reduce environmental impact, the
Company continues to promote the following water management
policies and measures:

(1) Establish water utility monitoring mechanism to regularly
collect and analyze water usage data and grasp usage trends.

(2) Implement equipment maintenance and pipeline inspection to
reduce the risk of leakage.

(3) Promote water conservation awareness and training for
employees to strengthen water saving awareness.

(4) Regularly review abnormal water usage and propose
improvement measures for continuous refined management
effectiveness.

3.Wastage:
Achievement status:
Achieved (59.47 tons reduction vs 2023)
Achieved (2.08 tons increase vs 2024)
Unit: Ton

Year
2023
2024 32.53

2025 34.61

Waste generation in 2025 was 34.61 tons, an increase of 2.08 tons
(approximately 6.40%) compared to 2024. It was primarily due
to increased operational activity.

Management Policy:

(1) Reduction from the source: Promote recycling mechanism
and request suppliers to recycle and reuse materials to reduce

single-use materials, and establish a recycling tracking system
to improve resource utilization efficiency.

(2) Sorting and strengthening waste sorting management to
increase recyclable resources ratio, reduce final disposal
volume, and promote resource recycling.

(3) Continuous evaluation on waste reduction and reuse measures
in the future to reduce environmental impact and improve
resource utilization efficiency.

The Company will continue to focus on environmental
sustainability issues to gradually improve resource utilization
efficiency via various management measures and action plans,
as well as reducing feasibility on environmental impacts.

Wastage
92.0

4.Social Issues

(1)Has the company formulated
relevant management policies
and procedures in accordance
with relevant laws and
regulations and international
human rights conventions?

(1)The company has established personnel management rules and

employee work rules in accordance with relevant labor laws such as
the Labor Standards Act, and has handled employee labor insurance,
national health insurance, and retirement benefits in accordance with
related regulations. In addition, the company has established the
"Measures for the Prevention and Punishment of Sexual Harassment"
in accordance with the Sexual Harassment Prevention Act and the
Gender Equality in Employment Act, to provide employees with a
work and service environment free from sexual harassment.

(1)None

(2)Has the Company established
and implemented reasonable
employee welfare measures
(include salary/compensation,

are business performance or

leave, and other benefits), and

(2)The Company attaches importance to the physical and mental health

and welfare of our employees by organizing book clubs, seminars
and competitions from time to time, to increase exchanges among
colleagues and to achieve work-life balance. The Company also
provides comprehensive and diversified welfare measures. The
Employee Welfare Committee was established to handle various

(2)None
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Evaluation Item

Implementation Status

Deviations from the
Sustainable Development
Best Practice Principles

_ for TWSE/TPEx Listed
YES|NO Summary Description Companies and the
Reasons
results appropriately reflected welfare matters, including wedding and funeral celebrations;
in employee maternity; company travel; club subsidies; bonuses for three
salary/compensation? festivals, Labor Day and birthday; children's scholarships; interest-
free loans; and hospitalization grants.To improve the overall
operational performance of the Company, it has work rules and
management regulations, which cover basic wages, working hours,
annual leaves more than what is provided in the Labor Standards
Act, meal/transportation/communication subsidies, group insurance
and health check-ups, and the provision of staff restaurants,
dormitories,transportation vehicles, parking spaces, etc.
The Company conducts regular market salary surveys to ensure that
its overall compensation structure is competitive; it also provides
performance bonuses and production bonuses based on the
Company's operational performance, the achievement of team goals
and individual employees' performance. We also pay our employees
at a rate of not less than 2% of our current year's profit to motivate
those who have performed well.
(3)Does the Company provide v (3)Company follows regulations and laws related to occupational (3)None
employees with a safe and safety and health to provide necessary safety and health education,
healthy working environment, disaster prevention training, and health management for our
and implement regular safety employees. Emergency escape routes and exits are set up in the
and health education for office, and elevator equipment is regularly maintained.
employees? Additionally, fire-fighting facilities are available in the workplace,
and fire drills, disinfection and cleaning of the work environment,
and water quality testing are regularly conducted. Access control
measures are also implemented to ensure the safety of employees.
Other measures to protect the personal safety of employees are
carried out in accordance with labor-related regulations and various
internal welfare protection measures of the company. Regular
health check-ups are also provided to employees to show the
company’s concern for their physical health.
(4)Has the Company established | v/ (4)All departments of the company cooperate with external training to |(4)None
effective career development enhance their professional skills according to their job
training programs for responsibilities. We provide comprehensive and diverse resources
employees? to assist our colleagues in continuously improving their knowledge
and broaden their horizons. Building a complete and diversified
career development path is our continuous effort.
(5)Does the company comply v (5)Our company highly values customer feedback and takes various  |(5)None
with the relevant laws and measures to gather it, such as attending exhibitions and visits,
international standards with providing product complaint contact channels and email, and
regards to customer health and conducting customer satisfaction surveys. These efforts help us
safety, customer privacy, and understand how customers perceive our company, and the feedback
marketing and labeling of we receive helps to strengthen our relationship with customers and
products and services, and achieve mutual benefits.
implement consumer
protection and grievance
policies?
(6)Has the company formulated v (6)As a company providing environmental protection services such as |(6)None

supplier management policies
requiring suppliers to comply
with relevant regulations on
issues such as environmental
protection, occupational safety
and health, or labor rights, and
what is the status of their
implementation?

waste removal and treatment, we have a positive impact on the
environment and society. However, since we do not handle

chemical waste that has a significant impact on the environment, we

do not include relevant terms in our supplier contracts. We have
integrated the concepts and management indicators of sustainable
development management into our supplier management system,
incorporating requirements for social responsibility, environmental
responsibility, and occupational health and safety, to establish a
high-quality supply chain management system.

5.Does the company refer to
international reporting
standards or guidelines when
preparing its sustainability
report and other reports
disclosing non-financial
information? Does the
company obtain third party
assurance or certification for
the reports above?

The company has not yet prepared a sustainability report, but will
consider timely preparation based on international trends and market
changes.

Nones, but the company
still takes a proactive
approach to corporate
social responsibility in
areas such as product
quality, labor safety and
welfare, environmental
protection, social welfare
and services, and
consumer rights.

6.1f the Company has adopted its own sustainable development best practice principles based on the Sustainable Development Best Practice
Principles for TWSE/TPEx Listed Companies, please describe any deviation from the principles in the Company’s operations:
As of now, the company has not officially established its own sustainability guidelines. However, we are committed to the principles of
corporate social responsibility, including contributing to society, being a part of society, sustainable management, and actively operating in
areas such as product quality, occupational safety and welfare, environmental protection, social welfare and services, and consumer rights.

7.0ther important information to facilitate better understanding of the company’s promotion of sustainable development:
1. The company places great emphasis on environmental protection and green awareness and therefore incorporates and implements the spirit
of ISO 14001 environmental management system into its daily operations. It regularly and irregularly promotes and implements relevant
environmental protection measures through various management practices.
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Deviations from the
Sustainable Development
Best Practice Principles
_ for TWSE/TPEx Listed

YES|NO Summary Description Companies and the

Reasons

Implementation Status

Evaluation Item

. To ensure employee rights, welfare, and safety, the company has established a labor welfare committee and set up a workplace safety office.
The Company has provided on-site services from doctors and nurses at the factory in accordance with the laws, with at least once or twice a
month for advice on the employees' health condition and and emergency medical care.

. The company has built a community temple in the Chuansing Industrial Park to provide a religious site for local residents, while also
continuously donating to social welfare organizations and caring for vulnerable groups.

. The company regularly collaborates with blood donation centers to organize a company-wide blood donation drive about once every
quarter, and encourages employees to actively participate in various social welfare activities.

. The company has established an application and service department to provide various services to customers before, during, and after sales,
and to address complaints to ensure the rights and interests of both buyers and sellers.

. The company has established "Related Party Transaction Management Procedures" in its internal control system, strictly requiring all
related parties to avoid situations of conflicts of interest.

. The company allocates funds annually to participate in the Child Sponsorship Program of the Children's Hope Foundation by sponsoring
two children

. By implementing proposal improvement activities and carrying out energy-saving and waste-reducing activities, the company has achieved
significant results, such as recycling and reusing waste iron generated from larger products to produce smaller products. The air
conditioners used in the production process and office areas use recycled water, and the wastewater is recycled and reused, which has
achieved remarkable results and helped improve the quality of water environment. The company has also installed recycling devices in the
processing area to recycle waste iron.

. By implementing 5S environmental and safety operations, the company has established cross-departmental employee representatives to
conduct periodic inspections of the on-site environment and safety and remind of unsafe behaviors and investigate false alarms. In addition,
each unit's employees take turns to conduct monthly safety and health education and promotional activities in order to cultivate employee's
autonomous safety behavior. Furthermore, the company introduced the FPS autonomous research and management activity in 2008 and is
currently carrying out factory process improvement activities, aiming to achieve smooth, automated, and efficient processes in the future,
reduce employee labor and fatigue.
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L Climate-related information of TWSE/TPEx Listed Company

Item

Implementation Status

. Describe the board of directors' and management's oversight and
governance of climate-related risks and opportunities.

. Describe how the identified climate risks and opportunities affect the
business, strategy, and finances of the business (short, medium, and long
term).

. Describe the financial impact of extreme weather events and
transformative actions.

. Describe how climate risk identification, assessment, and management
processes are integrated into the overall risk management system.

. If scenario analysis is used to assess resilience to climate change risks,
the scenarios, parameters, assumptions, analysis factors and major
financial impacts used should be described.

. If there is a transition plan for managing climate-related risks, describe
the content of the plan, and the indicators and targets used to identify and
manage physical risks and transition risks.

. If internal carbon pricing is used as a planning tool, the basis for setting
the price should be stated.

. If climate-related targets have been set, the activities covered, the scope
of greenhouse gas emissions, the planning horizon, and the progress
achieved each year should be specified. If carbon credits or renewable
energy certificates (RECs) are used to achieve relevant targets, the
source and quantity of carbon credits or RECs to be offset should be
specified.

. Greenhouse gas inventory and assurance status and reduction goals,

strategies and specific plans (separately fill out in point 1-1 below).

The company has not
yet reached disclosure
standards.
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II. Greenhouse Gas Inventory and Assurance Status for the most recent 2 years

Describe the emission volume (metric tons CO2e), intensity (metric tons CO2e/NT$ million), and data coverage of greenhouse gases

in the most recent 2 fiscal years.
. Intensity L.
Total Emissions Assurance Description of assurance

S 1 Metric tons CO2e /NTS$ 1
cope (Metric tons CO2e) (Metric .O?S © § Body status
million dollar)

Parent - -

In 2024: The parent company
Subsidiary(ies) - - has completed the greenhouse
gas inventory of the

subsidiary company in
accordance with the ISO
14064-1:2018 standard, and
appointed AFNOR to obtain a
statement with "reasonable
- assurance" level by a third-
Total - - party verification.

In 2025: The 2024 inventory
check is ongoing and will be
completed by the end of 2026
in accordance to the roadmap
schedule that applicable to the
company’s capital scale.

.. Intensi Appointed an inspection
Total Emissions v Assurance pp P

Scope 2 (Metric tons CO2¢) (Metric tons CO2¢e /NT$ 1 Body agency with a license from the

million dollar) Ministry of Environment

Parent Company - - In 2024: The parent company

Subsidiaries - - has completed the greenhouse

gas inventory of the
subsidiary company in
accordance with the ISO
14064-1:2018 standard, and
appointed AFNOR to obtain a
statement with "reasonable
- assurance" level by a third-
Total - - party verification.

In 2025: The 2024 inventory
check is ongoing and will be
completed by the end of 2026
in accordance to the roadmap
schedule that applicable to the
company’s capital scale.

Scope 3 Company has not yet reached the disclosure standards required

Minimum required disclosure under the Sustainable Development

Basic inf ion of th
asic information of the Company Roadmap for TWSE/TPEx Listed Companies:

OCapital of NT$10 billi i d steel indust .. .
apriat o1 7 $10 billion or more, iron and steel industry, OlIndividual inventory of the parent company
or cement industry

[Consolidated financial statement subsidiary audit
OCapital of NT$5 billion or more but less than NT$10 .. Y
o Olndividual Assurance of the Parent Company
billion . S . S
. o OConfirmation of subsidiaries' financial statements for consolidation
MCapital of less than NT$5 billion . .
MThe company has not yet met the disclosure standards required.

(1) Greenhouse Gas Inventory Information
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(2) Greenhouse Gas Assurance Information

A description of the most recent two years of assurance status as of the date of this annual report,
including the scope of assurance, assurance provider, assurance standards, and assurance opinion:

* Scope of Assurance: Category 1 (direct emissions) and Category 2 (indirect energy emissions) of
the parent company.

» Assurance Body: Association Francgaise de Normalisation (AFNOR), an inspection body accredited
by the Ministry of Environment.

* Assurance Criteria: ISO 14064-3:2019.
*» Assurance Opinion: Reasonable Assurance Level. AFNOR's verification statement shows that the
Company's 2024 greenhouse gas emissions is in compliance with the ISO 14064-1:2018 regulation

requirements.

The 2025inventory check is ongoing and has not yet been assured. It will be handled in accordance
to the roadmap schedule in the following fiscal year.

Note 1: The Company shall follow the schedule stipulated by the competent authority under Article 10, Paragraph 2 of these Guidelines.
If the Company has not obtained the full greenhouse gas assurance opinion by the date of publication of the annual report, this shall be
disclosed accordingly.
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2.3.6 Ethical Corporate Management - Implementation Status and Deviations from the
Ethical Corporate Management Best Practice Principles for TWSE/TPEx Listed
Companies and the Reasons

Evaluation Item

Implementation Status

Deviations from the
Ethical Corporate

Yes

No

Summary Description

Management Best
Practice Principles
for TWSE/TPEx
Listed Companies
and the Reasons

1.Establishment of ethical corporate management policies and programs

(1)Does the company have an ethical corporate management v |(1)Company has already established a code of ethics While the company
policy approved by its Board of Directors, and bylaws and and an employee code of conduct. The Board of has not yet formally
publicly available documents addressing its corporate Directors and management carry out their duties with |established a
conduct and ethics policy and measures, and commitment prudence in conducting business. Additionally, the [business integrity
regarding implementation of such policy from the Board of company's internal audit department conducts policy or a code of
Directors and the top management team? periodic checks. conduct, the

(2)Whether the company has established an assessment v |(2)Company has established and implemented a code of |[management team
mechanism for the risk of unethical conduct; regularly ethics and a code of conduct for employees. has always upheld
analyzes and evaluates, within a business context, the high moral standards
business activities with a higher risk of unethical conduct; has in managing the
formulated a program to prevent unethical conduct with a company and
scope no less than the activities prescribed in Article 7, colleagues. The
paragraph 2 of the Ethical Corporate Management Best company operates
Practice Principles for TWSE/TPE Listed Companies? based on the belief

(3)Does the company clearly set out the operating procedures, v" [(3)The company has currently established a code of of business integrity

behavior guidelines, and punishment and appeal system for
violations in the unethical conduct prevention program,
implement it, and regularly review and revise the plan?

ethics and a code of conduct for employees, and is
implementing them.

and sustainable
development, and
therefore, its spirit is
no different from
that of other listed

companies
2.Ethical Management Best Practice

(1)Does the company assess the ethics records of those it has v (1)The company includes clauses related to business None.
business relationships with and include ethical conduct integrity in all commercial contracts to safeguard the
related clauses in the business contracts? rights and obligations of both parties.

(2)Has the company set up a dedicated unit to promote ethical v (2)The company has established a specialized unit under
corporate management under the board of directors, and does the General Management Department to promote
it regularly (at least once a year) report to the board of business integrity. The Board of Directors will be
directors on its ethical corporate management policy and informed of the company's integrity policies,
program to prevent unethical conduct and monitor their measures to prevent dishonest behavior, and their
implementation? implementation at least once a year. The Board of

Directors and Supervisors will collaborate in
overseeing these efforts.

(3)Has the company established policies to prevent conflict of v (3)The company will task the General Management
interests, provided appropriate communication and complaint Department to establish a reporting channel for
channels, and properly implemented such policies? conflicts of interest. The company's code of ethics

and employee code of conduct already contain
provisions to prevent conflicts of interest. In
addition, the company will soon develop operating
procedures and behavioral guidelines for promoting
business integrity.

(4)Does the company have effective accounting and internal v (4)Company has established effective accounting and
control systems in place to enforce ethical corporate internal control systems in accordance with
management? Does the internal audit unit follow the results regulations, and implemented relevant provisions.
of unethical conduct risk assessments and devise audit plans Internal auditors also conduct audits and prepare
to audit compliance with the systems to prevent unethical reports in accordance with relevant regulations.
conduct or hire outside accountants to perform the audits?

(5)Does the company provide internal and external ethical v (5)The company has established and implemented a
corporate management training programs on a regular basis? code of ethics and employee code of conduct, and

reinforced communication with directors,
supervisors, and employees in every morning
meeting following each board meeting and at least
every two days.

3.Implementation of Complaint Procedures

(1)Has the company established specific whistle-blowing and v The Company has instructed the General Management |None.

reward procedures, set up conveniently accessible whistle-
blowing channels, and appointed appropriate personnel
specifically responsible for handling complaints received
from whistle-blowers?

Department to establish regulations and procedures
related to the reporting channel for violations of the
Code of Conduct and the operation of disciplinary and
appeal systems.
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Deviations from the
Ethical Corporate
Management Best

Evaluation Item Practice Principles

Yes|No Summary Description for TWSE/TPEx

Listed Companies
and the Reasons

Implementation Status

(2)Has the company established standard operation procedures | v*
for investigating the complaints received, follow-up measures
taken after investigation, and mechanisms ensuring such
complaints are handled in a confidential manner?

(3)Has the company adopted proper measures to protect whistle- | v/
blowers from retaliation for filing complaints?

4.Strengthening Information Disclosure

(1)Does the company disclose its ethical corporate management | v* This company has disclosed relevant information on its (None
policies and the results of their implementation on its website website and the Public Information Observation System
and the Market Observation Post System (MOPS)? in accordance with the requirements for publicly traded

companies (over-the-counter companies).

5.If the company has adopted its own ethical corporate management best practice principles based on the Ethical Corporate Management Best Practice
Principles for TWSE/TPEx Listed Companies, please describe any deviations between the principles and their implementation:
The Company has not yet formally established a Code of Conduct or a set of guidelines for ethical business best practices. However, the management
team has always been committed to managing the company and its employees with high ethical standards, and operates the company based on the
principles of integrity and sustainable development. Therefore, its spirit is no different from that of other listed companies that have established their
own Code of Conduct based on the Corporate Governance Best Practice Principles for TWSE/GTSM Listed Companies.

6.0ther important information to facilitate a better understanding of the status of operation of the company’s ethical corporate management policies (e.g.,
the company’s reviewing and amending of its ethical corporate management best practice principles):

1. Compliance with laws and regulations: Company has always adhered to and complied with relevant government laws, regulations, and policies.
Systems, regulations, and procedures have been established in accordance with the requirements of the competent authorities (such as codes of
ethics, internal trading prevention management procedures, rules on the scope of the duties of supervisors, and internal management systems) to
regulate the interests of stakeholders and ensure that we conduct business with integrity and sustainable development.

2. Social Responsibility: The company is actively engaged in various social responsibility initiatives, despite not having established a specific policy
or system for corporate social responsibility. For more information on our efforts, please refer to section (VI) on our social responsibility practices

3. Information Disclosure: The company has established clear accounting and internal control systems in compliance with legal requirements. These
systems are regularly audited by external auditors and internal auditors, who issue relevant audit reports, financial statements, and internal control
statements as required for investor reference and regulatory oversight. Additionally, company has disclosed relevant information on the Public
Information Observation System and our company website (https://www.chevaliertw.com/zh-tw/investor-area/investor-2) in accordance with the
obligations of publicly listed companies on the Over-the-Counter Market.

4. Remuneration: The company's director and supervisor remuneration and employee bonuses are clearly stipulated in Articles 24-1 and 28 of the
company's bylaws. They are determined based on the company's operating status and industry norms, and relevant information on remuneration and
dividends is disclosed in the annual report and on the Public Information Observation System. In compliance with regulatory requirements, the
company established a Remuneration Committee on October 25th, 2011, to determine the remuneration levels for directors, supervisors, and
executives, and to establish policies, systems, standards, and structures for the company's remuneration. The committee bases its decisions on the
company's bylaws, operating status, and industry norms.

5. Corporate Governance: The company currently does not have a formal "Corporate Governance Best Practice Guidelines," but it does adhere to the
provisions and principles of the "Corporate Governance Best Practice Guidelines for Listed and Over-the-Counter Companies." Please refer to
section (IV) of the company's corporate governance operations for more information on its best practices and differences with the guidelines.

6. Integrity Operating Guidelines and Code of Conduct: Although the company has not yet formally established a "Code of Ethics and Conduct
Guidelines," the company's management and administrative departments are responsible for promoting ethical business best practices and have
established relevant regulations and conducted related training.

For over forty years, the management team and colleagues of the company have been managed under high moral standards, and the company has been
operated with the belief in ethical business best practices and sustainable development. This has allowed the company to overcome various crises and
establish a prominent position in the machine tool industry. Moving forward, the company's management and all colleagues will scrutinize themselves
with even higher moral standards to ensure ethical business best practices and achieve the company's management philosophy of "Prudent operation,
striving for excellence, international reputation, and shared prosperity."

2.3.7 Other Material Information That Enhances Understanding of the Company’s Corporate
Governance Practices:

(1) The Company’s General Management Office is responsible for handling
regulations and interpretive letters issued by the competent authorities. In
addition to attending training programs related to corporate governance,
designated personnel also participate in relevant briefings and advocacy
meetings organized by the authorities and provide timely updates to the
Board of Directors as references for corporate governance decision-making.

(2) Market Observation Post System (MOPS): http://mops.twse.com.tw

(3) Investor Relations section on the Company’s official website:
https://www.chevaliertw.com/zh-tw/investor-area/investor-2

40


https://www.chevaliertw.com/zh-tw/investor-area/investor-2
http://mops.twse.com.tw/
https://www.chevaliertw.com/zh-tw/investor-area/investor-2

2.3.8 Implementation status of internal control system:
I.  Status of Internal Control

Please refer to the Market Observation Post System (MOPS). Access path:MOPS
> Single Company > Company Regulations/Internal Control > Internal Control
Statement Announcements

Website: https://mops.twse.com.tw/mops/#/web/t06sg20

II. If a CPA was appointed to conduct a special audit of the internal control
system, the CPA's review report shall be disclosed: Not applicable.

2.3.9 Major Resolutions of the Shareholders’ Meeting and the Board of Directors for the
Most Recent Year and as of the Publication Date of the Annual Report: The
Company’s 2025 Annual General Shareholders’ Meeting was held on June 25, 2025,
at No.34, Xinggong Rd., Shengang Township, Changhua County (at the Company’s
Quanxing Plant).

The resolutions passed and their execution status are as follows:

Matters for Acknowledgement and Discussion:

Issue 1

Proposal Item:

Acknowledgement of the operating report and financial statements of our company for the
year 2024.

Resolution: After voting, the number of approving votes exceeded the required legal amount, and the
motion was passed.

Implementation: The important resolutions of the shareholder meeting were announced on the same day

Issue 2

Proposal Item: Acknowledgement of the Deficit Compensation Plan for the year 2024 of the company.

Resolution: The resolution has been approved with several votes exceeding the legal requirement.

Implementation: The important decision of the shareholders' meeting was announced as a major event on the
same day.

Issue 3

Proposal Item:

Proposal to Amend Certain Provisions of the Company’s Articles of Incorporation,
Submitted for Discussion.

Resolution: The vote results show that the number of approving votes exceeds the statutory threshold,
and the proposal is passed.

Implementation: Relevant operations are conducted in accordance with the revised management procedures,
and the revised provisions are disclosed on the company's website.

Issue 4

Proposal Item:

Proposal to Amend Certain Provisions of the “Endorsement and Guarantee Operating
Procedures,” Submitted for Discussion.

Resolution: The vote results show that the number of approving votes exceeds the statutory threshold,
and the proposal is passed.

Implementation: Relevant operations are conducted in accordance with the revised management procedures,
and the revised provisions are disclosed on the company's website.

Issue 5

Proposal Item: Proposal to Conduct a Private Placement of Common Shares, Submitted for Discussion.

Resolution: The vote results show that the number of approving votes exceeds the statutory threshold,
and the proposal is passed.

Implementation: Done
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Issue 6

Proposal Item:

Proposal to Authorize for Transactions with Related Parties, Submitted for Discussion.
The vote results show that the number of approving votes exceeds the statutory threshold,

Resolution: and the proposal is passed.
Implementation: Done
Issue 7

Proposal Item:

Proposal for Re-election of the Directors, Submitted for Discussion.

Resolution: The vote results show that the number of approving votes exceeds the statutory threshold,
and the proposal is passed.

Implementation: Done

Issue 8

Proposal Item:

Proposal for lifting the Non-Compete Restrictions of the New Directors and its
Representatives, Submitted for Discussion.

Resolution: The vote results show that the number of approving votes exceeds the statutory threshold,
and the proposal is passed.
Implementation: Done

Here are the significant resolutions made by the board of directors up to the date of printing the annual
report for the year 2025.

2025/01/17(9™ session,15™ meeting)

Proposal Item:

Result :

Proposal for the 2024 Year-End Bonus Distribution for Managerial Officers — submitted for
resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for the 2024 Annual Budget — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result:

Proposal to amend certain provisions of the "Rules of Procedure for Board of Directors
Meetings" — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result:

Proposal to amend certain provisions of the "Audit Committee Charter" — submitted for
resolution.
It was approved as proposed.

2025/03/11(9" session,16™ meeting)

Proposal Item:

Result :

Discussion requested regarding the proposal for the 2024 Business Report and Financial
Statements — submitted for resolution
It was approved as proposed.

Proposal Item:
Result :

Discussion requested regarding the proposal for the Deficit Compensation for the year 2024 —
submitted for resolution
It was approved as proposed.

Proposal Item:

Result :

Report on the Independence and Suitability of the Certifying CPA — submitted for resolution

It was approved as proposed.

Proposal Item:

Result :

Discussion requested regarding the proposal for the 2024 Internal Control System Statement —
submitted for resolution
It was approved as proposed.

Proposal Item:

Result :

Discussion requested regarding to amend the “Table of Approval Authority” — submitted for
resolution.
It was approved as proposed.

Proposal Item:

Result :

Discussion requested regarding the proposal for adding “Internal Control System” — submitted
for resolution.
It was approved as proposed.

Proposal Item:

Result :

Discussion requested regarding the proposal for amendment certain provisions of the “Articles
of Incorporation” — submitted for resolution.
It was approved as proposed.
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Proposal Item:

Result :

Discussion requested regarding the proposal for the amendment Certain Provisions of the
“Endorsement and Guarantee Operational Procedures” — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result :

Discussion and resolution regarding to the re-election of the Directors — submitted for
resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal to Convene the 2025 Annual General Shareholders’ Meeting and Address
Shareholder Proposals and Nominations — submitted for resolution.
It was approved as proposed.

2025/05/09(9" session,17" meeting)

Proposal Item:
Result :

Proposal for the Q1 2025 Consolidated Financial Statements — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for Credit Facility Agreement with Financial Institutions — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for Endorsement and Guarantee Renewal — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result:

Proposal for 2025 Audit Fees and Pre-approval Policy for Non-assurance Services by Ernst &
Young and Affiliates — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result:

Proposal to Conduct a Private Placement of Common Shares — submitted for resolution
It was approved as proposed.

Proposal Item:
Result:

Proposal to Authorize for Transactions with Related Parties — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result:

Proposal for Resolution and Nomination of the 2025 Directors (including Independent
Directors) Candidate List Proposal — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result:

Proposal for Lifting the Non-Compete Restrictions of the New Directors and its
Representatives — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result:

Proposal to Add New Agenda Items for the 2025 Annual General Shareholders’ Meeting —
submitted for resolution.
It was approved as proposed.

Proposal Item:

Result:

Proposal for Fixed Monthly Salary Adjustment for Managerial Officers — submitted for
resolution.
It was approved as proposed.

2026/06/25 (9" session,18™ meeting)

Proposal Item:
Result :

Proposal to Authorize for Transactions with Related Parties — submitted for resolution.
It was approved as proposed.

2025/06/25 (10" session, 1% meeting)

Proposal Item:
Result :

Proposal for Election of the Chairman and Vice Chairman — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for Appointment of the 7th session of the Salary Remuneration Committee Members
— submitted for resolution.
It was approved as proposed.

2025/08/13 (10" session,2" meeting)

Proposal Item:
Result :

Proposal for 2025 Q2 Audit Implementing Status Report — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result :

Proposal for Carbon Inventory Check Progress and the Sustainable Development Action Plan
of Listed Companies — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal of 2025 Q2 Consolidated Financial Statements Report — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result:

Proposal to define the Scope of Frontline Employee — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result:

Proposal to Amend of the "Internal Control System” — submitted for resolution.
It was approved as proposed.

2025/11/11 (10" session, 3" meeting)

Proposal Item:
Result :

Proposal of 2025 Q3 Audit Implementing Status Report — submitted for ratification.
It was approved as proposed.

Proposal Item:

Report on GHG Inventory Check Progress and the Sustainable Development Action Plan of
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Result :

Listed Companies — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for the Q3 2025 Consolidated Financial Statements — submitted for resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for New Credit Line Application to Financial Institutions — submitted for ratification.
It was approved as proposed.

Proposal Item:
Result:

Proposal for Loan Application to Financial Institutions— submitted for resolution.
It was approved as proposed.

Proposal Item:
Result:

Proposal to Establish the 2026 Internal Audit Plan — submitted for resolution.
It was approved as proposed.

2025/12/15 (10" session,4™ meeting)

Proposal Item:
Result :

Proposal of Selling the Ongoing Construction Project — submitted for resolution.
It was approved as proposed.

2026/01/19 (10™ session,5" meeting)

Proposal Item:

Result :

Proposal for the 2025 Year-End Bonus Distribution for Managerial Officers — submitted for
resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for the 2026 Annual Budget — submitted for resolution
It was approved as proposed.

Proposal Item:

Result :

Proposal of Change of Trading Counterpart of the sales of Shin Kong Section — submitted for
resolution.
It was approved as proposed.

2026/03/09 (10" session, 6" meeting)

Proposal Item:

Result :

Proposal for the 2025 Business Report and Financial Statements — submitted for
resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for the Deficit Compensation for the year 2024 — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result :

Evaluation Report on the Independence and Suitability of the Certifying CPA —
submitted for resolution.
It was approved as proposed.

Proposal Item:
Result :

Proposal for the 2025 Internal Control System Statement — submitted for resolution.
It was approved as proposed.

Proposal Item:

Result :

Proposal to Amend Certain Provisions of the “Procedures for acquiring or disposing
of assets” — submitted for resolution.

It was approved as proposed.

Proposal Item:

Result :

Proposal to Convene the 2026 Annual General Shareholders’ Meeting and Address
Shareholder Proposals and Nominations — submitted for resolution.

Resolution: Approved as proposed.

It was approved as proposed.

2026/03/26 (10" session, 7™ meeting)

Proposal Item:
Result:

Proposal to Conduct the Price Setting, Subscribers, and Issuing Matters of the First
Private Placement of Common Share — submitted for resolution.
It was approved as proposed.

2026/04/07 (10 session, 8™ meeting)

Proposal Item:
Result:

Proposal to Conduct the First Private Placement of Common Share Subscribers in
2025 — submitted for resolution.
It was approved as proposed.

2.3.10 Record or written statement from any directors or supervisors who expressed

?ﬁsagreement.with any important resolutions 1gassed by the board of directors up to
c .

ate of printing the latest annual report : None
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2.4 Information on CPA (External Auditor) Professional Fees
Unit : NT$ thousands

Name of Non-
) Period Covered by | Audit )
Accquntlng Name of CPAs the CPA Audit Fee Audit | Total Remarks
Firm Fees
Cheng, Zheng-Chu [2025.1.1~2025.12.31 Non-audit fees
Ernst & service content:
Y 2,970 | 150 |3,120 |Tax certification
oung Hong, Guo-Sen |2025.1.1~2025.12.31 services for
NTD 150,000.

2.5 Information on Replacement of CPAs : NONE

2.6 Information on the Employment of the Company’s Chairman, General
Manager, manager in Charge of Finance or Accounting in the Affiliated
Accounting Firm to its Related Enterprises within the past year: NONE

2.7 Changes in Shareholding of Directors, Supervisors, Managerial Officers, and
Major Shareholders Holding More Than 10% of the Company’s total share

(1)Changes in Shareholding of Directors, Managerial Officers, and Shareholders
Holding More Than 10%:

Please refer to the Market Observation Post System (MOPS). Access path:
MOPS > Single Company > Shareholding Changes / Securities Issuance >
Share Transfer Information > Insider Shareholding Change Post-Report

Website: https:/mops.twse.com.tw/mops/#/web/query6 1

(2) Share Transfer Information: None.
(3) Pledged Shareholding Information:

Please refer to the Market Observation Post System (MOPS). Access path:
MOPS > Single Company > Shareholding Changes / Securities Issuance >
Insider Share Pledge / Release > Insider Pledge / Release Announcement

Website: https:/mopsov.twse.com.tw/mops/web/STAMAKO03 1
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2.8 Relationships Among the Top 10 Shareholders
Date: 202604/27

Specify the name of the entity
Total or person and their relationship
. Shareholding of sl to any of the (?ther t(.)p 10
Shareholding spouse and by nominee shareholders with which the
minor children y person is a related party or has a
Name arrangements . . Remarks
relationship of spouse or
relative within the 2nd degree
Name of
Shares % Shares % Shares % entity or Relationship
individual
Linju

Lin, Tsung-Lin 18,882,070 | 14.05% 0 0% 0 0% | Investment Representative None

Co., Ltd
Linju Investment
Co., Ltd 10,765,270 8.01% 0 0% 0 0% | Lin,Tsung- Representati Non.
lé?pr;sentatlLYe: 18,882,070 | 14.05% 0| 0% 0| 0% Lin cpresentative one

in, Tsung-Lin
Lugqi Investment Co.,
Ltd. ) 5,350,000 3.98% 0 0% 0 0% None None None
Eleprésl?lgﬂ_\’& 191,220 0.17% 0 0% 0 0%
ua,Chi-Hsiang

Lin Sen Investment
Co., Ltd. 3,284,900 2.45% 0 0% 0 0%
Ripresentative: 0 0% 0 0% 0 0% None None None
Chen, Yu-Wen
Cheng,Hsiao-Chin 3,210,000 2.39% 0 0% 0 0% None None None
Huang,Chien-Jen 2,726,184 2.03% 0 0% 0 0% None None None
Wealth Long
Co.,Ltd. 1,926,000 1.43% 0 0% 0 0% None None None
Representative: 0 0% 0 0% 0 0%
Chen,An-Chih
Lu, Chin-Fa 1,605,000 1.20% 0 0% 0 0% None None None
Lu, Jun-Rui 1,555,000 1.16% 0 0% 0 0% None None None

2.9 Total Ownership of Shares in Investee Enterprises
Date: 2025/12/31 Unit: Shares/%

Investment by the Directors,
Supervisors, Managerial Officers and
Investment by the Company Directly or Indirectly Total Investment
Investee enterprise Controlled Entities of
(Note) the Company
Shares Sharehf)lding Shares Shareholding ratio Shares Sharehf»lding
ratio ratio
g\%VALIER MACHINERY, 2,120 100.00% 0 0% 2,120 100.00%
é’gggj;égg‘{%%TMENT (B.V.D) 9,191 100.00% 0 0% 9,191 100.00%
cin vu Iemational Industrial 25,000 | 100.00% 0 0% 25,000 | 100.00%
FOCUS CNC CO., LTD. 8,337 39.18% 100 0.46% 8,437 39.18%
CoyANG KANG MACHINERY 2287 | 40.18% 466 8.18% 2753 | 40.18%
Ching Young International 5250 | 1221% 4,200 9.7% 945 |  21.91%
CJL Group 4,000 19.99% 600 3.00% 4,600 22.99%
Anping Sing Tran Development 5000 16.67% 0 0 5,000 16.67%

Note: This is an equity-method investment of the company.
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II1. Capital Overview
3.1. Capital and Shares
3.1.1. Source of Capital

I. Issued Shares

Date: 2026/04/27

Authorized Capital Paid-in Capital Remarks
Capital
aid in
Month/ Issyed ’ by
Year (I;\E?;) Shares A(;ggr)lt Shares A&nfl).gr;t Sources of Capital assets | Other
other
than
cash
1978.04 | 1000 3,000 3,000,000 3,000 3,000,000|Initial authorized capital None None
Capital increase of NT$33,000,000 from
1990.02 | 1000 100,000 100,000,000 100,000 100,000,000 |retained earnings and NT$25,000,000 None | None
from cash subscription
Capital increase of NT$10,000,000 from
1991.10 10 15,000,000 150,000,000 15,000,000 150,000,000 |retained earnings and NT$40,000,000 None | None
from cash subscription
Capital increase of NT$24,000,000 from
1994.12 10 19,900,000 19,900,000 19,900,000 199,000,000 |retained earnings and NT$25,000,000 None | None
from cash subscription
Capital increase of NT$15,920,000 from
capital surplus, NT$9,950,000 from
1995.06 10 26,000,000 260,000,000 26,000,000 260,000,000 retz.ined ezpmings, and NT$35.130,000 None | Notel
from cash subscription.
Capital increase of NT$26,000,000 from
1996.05 10 32,500,000 325,000,000 32,500,000 325,000,000 |retained earnings and NT$39,000,000 None | Note2
from cash subscription
Capital increase of NT$48,750,000 from
1997.07 10 40,500,000 405,000,000 40,500,000 405,000,000 |retained earnings and NT$31,250,000 None | Note3
from cash subscription
Capital increase of NT$101,250,000
from retained earnings, NT$98,000,000
1998.09 10 100,000,000 1,000,000,000 60,653,000 606,530,000(from cash subscription, and None | Noted
NT$2,280,000 from employee bonus
converted to capital
Capital increase of NT$90,979,500 from
retained earnings, NT$30,326,500 from
1999.07 10 100,000,000 1,000,000,000 72,995,700 729,957,000 capital surplus,gand NT$2.121.000 from None | Note5
employee bonus converted to capital
2006.04 10 135,000,000 1,350,000,000 71,869,700 718,697,000|Stock cancellation of 1,126,000 shares None | Note 6
2006.07 10 135,000,000 1,350,000,000 69,503,700 695,037,000(Stock cancellation of 2,366,000 shares None | Note 7
2006.11 10 135,000,000 1,350,000,000 67,382,300 673,823,000(Stock cancellation of 2,121,400 shares None | Note 8
2008.04 10 135,000,000 1,350,000,000 66,000,300 660,003,000|Stock cancellation of 1,382,000 shares None | Note 9
2009.04 10 135,000,000 1,350,000,000 64,880,300 648,803,000|Stock cancellation of 1,120,000 shares None | NotelO
2012.04 10 135,000,000 1,350,000,000 76,880,300 768,803,000|Cash capital increase NT$120,000,000 | None | Notell
2023.12 10 135,000,000 1,350,000,000 106,880,300 1,068,803,000{Cash capital increase NT$300,000,000 | None | Notel2
2024.10 10 200,000,000 2,000,000,000 114,361,921 1,143,619,210|Capital increase of NT$74,816,210 from| None | Notel3
retained earnings.
2026.04 10 200,000,000 2,000,000,000 134,361,921 1,343,619,210|Cash capital increase NT$200,000,000 | None | Note 14

Note 1:No. 37777 from TSCDC (1) on June 30, 1995
Note2:No. 38224 from TSCDC (1) on June 14,1996
Note 3:No. 49304 from TSCDC (1) on June 20, 1997
Note 4:No.66873 from TSCDC (1) on August 06, 1998
Note 5:N0.49946 from TSCDC (1) on May 29,1999
Note 6:Letter of Appointment No. 09501060910 dated April 10, 2006
Note 13:Letter of Appointment No.11330162630 Septermber,13 2024

Note 7:Letter of Appointment No. 09501143130 dated July 10,2006

Note 8:Letter of Appointment No. 09501265110 dated November 28,2006
Note 9:Letter of Appointment No. 09701093350 dated April 21,2008
Note 10:Letter of Appointment No. 09801079000 dated April ,22 2009
Note 11:Letter of Appointment No. 10101053610 March,28 2012

Note 12:Letter of Appointment No. 11230226700 December,12 2023
Note 14: Applying for change of registration.
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II. Type of Stock

Date:2026/04/27 Unit: Shares

T - Authorized Capital R "
S Outstanding shares | Unissued Shares Total CHars
Common Share 134,361,921 65,638,079  |200,000,000 -

Note: OTC Stocks of Listed Company (Including Private Placement)

3.1.2 List of Major Shareholders

Date: 2026/04/27 Unit: Shares: %

Shareholding . .

Shareholder’s Name Shares Shareholding Ratio

Lin, Tsung-Lin 18,882,070 14.05%
Linju Investment Co., Ltd. 10,765,270 8.01%
Guangshang 10,000,000 7.44%
Lugqi Investment Co., Ltd. 5,350,000 3.98%
Lisheng Investment Co., Ltd. 3,284,900 2.45%
Cheng,Hsiao-Chin 3,210,000 2.39%
Huang,Chien-Jen 2,726,184 2.03%
Wealth Long Co.,Ltd. 1,926,000 1.43%
Lu,Chin-Fa 1,605,000 1.20%
Lu, Jun-Rui 1,555,000 1.16%

3.1.3 Dividend Policy and Implementation Status

I. Dividend Policy

According to Article 29 of the company's articles of incorporation, if the company generates
profits during the fiscal year, it shall reserve no less than 2% of the profits for employee remuneration,
to be distributed by the Board of Directors in cash or stock. The Board of Directors may decide to
allocate no more than 5% of the profits as director remuneration. The distribution of employee and
director remuneration shall be reported and discussed at the shareholder meeting. However, if the
company has accumulated losses, a portion of the profits should first be reserved to offset the losses,
before allocating employee and director remuneration in accordance with the ratio.

If the company generates profits in its annual financial statements, it shall first offset the accumulated
losses and then set aside 10% of the remaining balance as legal reserve funds for profits (except when
the legal reserve funds for profits have reached the amount of the company's paid-in capital). The
company shall then follow the regulations to allocate or convert the special reserve funds for profits. If
there is still a remaining balance, the company may consider retaining it as undistributed profits or
distribute it according to a proposed allocation plan by the board of directors and submit it to the
shareholders' meeting for resolution.

As the company is currently in the "growth phase" of its business lifecycle and to ensure
sustainable development based on capital expenditures, business expansion needs, and sound financial
planning, our dividend policy will be determined based on the company's future capital expenditure
budget and funding requirements. The distribution of dividends to shareholders will not exceed 80% of
the distributable profits, and the cash dividend ratio shall not be lower than 10% of the total shareholder
dividend amount.
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I1. Proposed Distribution of Dividend
As the Company incurred a loss in 2025, no dividends will be distributed.

3.1.4 Effect of proposed bonus share issuance on company's operating performance
and earnings per share: Not applicable.

3.1.5 Remuneration of Employees, Directors and Supervisor

L.

II.

Information Relating to Remuneration of Employees, Directors and Supervisors
in the Articles of Incorporation: Please refer to the explanation in (III)1. according
to the dividend policy established under Article 29 of company's bylaws.

Accounting treatment for any differences between the estimated and actual

amounts of employee and director remuneration expenses, the calculation basis

for employee remuneration in the form of stock distribution, and the number of

shares used in the calculation.

(1) The estimated basis for employee and director remuneration expenses is based
on the percentage range stipulated in the company's articles of association.

(2) Calculation basis for stock dividends distribution: No stock dividends were
distributed by the Company in year 2025.

(3) The actual distribution amount determined by the board of directors and the
estimated amount: No difference.

III. Distribution of remuneration approved by the board of directors:

(1) The amount of employee and director remuneration distributed in cash or stock:
The company didn’t distribute employee and director remuneration due to the
financial loss in 2025.

(2) The amount of employee remuneration distributed in the form of stock and the
proportion of such amount to the post-tax net income of the current period and
the total amount of employee remuneration are not applicable.

3.1.6 Distribution of Remuneration of Employees, Directors and Supervisors in the previous
year, (including the number of shares, amount, and share price) should be disclosed,
along with any differences between the recognized employee and director
remuneration and the actual distribution, the amount of the difference, the reasons for
the difference, and the corresponding handling measures : None

3.1.6 Share repurchases by the company: Not applicable.

3.2 Bonds: None

3.3 Preferred Stock Issuance Status: None

3.4 Global Depository Receipts: None

3.5 Employee Stock Options: None

3.6 Status of New Shares Issuance in Connection with Mergers and Acquisitions:

None

3.7 Financing Plans and Implementation: Please refer to the Market Observation
Post System (MOPS).

Access Path: MOPS > Single Company > Shareholding Changes / Securities Issuance
> Fundraising > Execution of Capital Utilization Plan

Website: https://mopsov.twse.com.tw/mops/web/bthtm g2
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IV. Operational Highlights
4.1 Business Activities
4.1.1 Business Scope

I. Main areas of business operations:

(1) Manufacturing, sales, and after-sales service of precision grinders.

(2) Manufacturing, sales, and after-sales service of tool grinders.

(3) Manufacturing, sales, and after-sales service of CNC (Computer Numerical
Control) grinders.

(4) Manufacturing, sales, and after-sales service of milling machines.

(5) Manufacturing, sales, and after-sales service of CNC milling machines.

(6) Manufacturing, sales, and after-sales service of CNC lathes.

(7) Manufacturing, sales, and after-sales service of Vertical Machining Centers.

(8) Domestic and international distribution of related products as an agent.

(9) Manufacturing, sales and after sales service of various work holding devices

(10) Aerospace and precision component processing services.

(11) Manufacturing of various mechanical parts and import, export trade.

(12) Manufacturing and trading of computer peripherals, computer components and
electronic components.

(13) Residential and commercial real estate development, leasing, sales, and property
rental operations.

II. Main Product sales distribution of the Company (Group Consolidated):
Unit: NT$ Thousand

Product Categories 2025 2024
Amount Percentage Amount Percentage

Precision Grinders 461,582 45.78% 383,239 32.11%
CNC Surface Grinders 212,624 21.09% 193,861 16.24%
Vertical Machining Centers 84,384 8.37% 149,009 12.48%
CNC Lathe 33,854 3.36% 38,537 3.23%
Vertical Turning Lathe 23,975 2.38% 58,941 4.94%
Double Column Grinding Machine 48,737 4.83% 148,754 12.46%
Double Column Milling Machine 0 0% 22,716 1.90%
Others(Note) 142,998 14.18% 198,632 16.64%
Total 1,008,153 100.00% 1,193,689 100.00%

Note: Other products include the sales of components, the purchase and sales of goods, and income from
service and maintenance.

1. Main products:

Product Categories Description

FSG-2A - FSG-3A * FSG-AD - FSG-SP
FSG-M Product Series

FMG-CNC ~ FVGC * FGP-LM -~ FSG-CNC -
SMART ~ HYDRO * FDG * FRG Product Series

Precision Grinders

CNC Surface Grinders

Vertical Machining Centers QP Product Series * EM Product Series
CNC Lathe FBL * FCL ~ FNL Product Series
Vertical Turning Lathe FVL-8/12/20/24 Product Series
Double Column Grinding Machines FPG-DC ~ FSG-DC Product Series

Note: Please visit the official website at http://www.chevalier.com.tw/zh-tw/product-categories for
more information.
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IVv.

New products development in year 2026:
R&D Projects Content Description
1. Development of a grinder for the aerospace
industry.
2. Development of SMART grinder software
technology.
3. Hydrostatic Spindle Prototyping Project
4. Smart grinder machine function planning and
Industry 4.0 integration
5. Commercialization of AD IV intelligent
grinder
6. Development of High-Column Grinding
Machine
7. Standalone Grinding Machine Automation
8. Commercialization of 15-inch SMART IV
Grinder (Spindle Dynamic Balancing /
Intelligent Reversal)
9. Development of Hydrodynamic Spindle
Research and development |10. End-of-Line Detection for Grinding Machines
of surface grinder 11. Commercialization of SMART-B20IV
Grinding Machine Grinder
12. SMART-241V Series Development Project
13. FSG-24 Series Development Project
14. FAUNC iHMI Development
15. iMCS Communication Protocol Expansion —
Profinet Commercialization
16. Human-Machine Automation Plugin
Development
17. Extrusion Mechanism Development
18. Commercialization of FSG-12/16ADIV+
Grinder
19. Development of FRG-1000S Rotary Table
Surface Grinder
20. Development of SMART-Li24HS Grinder
21. Chevalier iBOX Device
22. Development of SMART-818XP Grinder
Research and development (1. Improvement project for the 60-series double
of double column grinding column grinding machine
machine 2. Development of built-in spindle
1. Enhancement project on the quality and
stability of QP machines
2. Development of QP intelligent technology
(SMART/FANUC)
3. Development project for #40/50 ultrasonic
spindle
. . 4. Development project for single-machine
Milling Machine Development of Machining automalt)ion ofliatljle—milling ﬁlachines.

Centers Product

5. Commercialization of QP Milling Machine
for the 3C Industry
6. Development of FAUNC IHMI
7. Expansion of iMCS communication protocol
with PROFINET
8. Plug in Semi-Auto program Machine
9. Chevalier iBOX Device
1. Development of FAUNC IHMI
. . 2. Expansion of iMCS communication protocol
Turning Machine }X 22:10;11;23;?0?3?;1:; with PROFINET
3. Plug in Semi-Auto program Machine
4. Chevalier iBOX Device
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4.1.2 Industry Overview

I. Macroeconomic Environment

According to preliminary customs import and export trade statistics for December
2025 released by the Department of Customs Administration, Ministry of Finance, and
compiled by the Taiwan Association of Machinery Industry (TAMI), the cumulative
export value of machine tools in 2025 reached USD 2.004 billion, representing a 9.6%
decrease compared to 2024.

Metal-cutting machine tools accounted for USD 1.651 billion, a 10% decrease from
the same period in 2024. Metal-forming machine tools totaled USD 353 million, a 7.8%
decrease from the previous year.

The top 10 export destinations for Taiwan's machine tools in 2025 by export value
were:China (including Hong Kong), the United States, Turkey, India, Vietnam, Thailand,
Germany, the Netherlands, Japan, and South Korea. Please refer to Table 1, Table 2, and
Figure 1 for detailed data.

Table 1: Export statistics of Taiwan's machine tool industry for January to December 2025.
Unit: USS$ Thousands

EDM (Electrical Discharge Machining), laser, and 16,224 11,765 37.9% 158,085 167,104 -5.4%

ultrasonic tools

Comprehensive Processing Machines 57,797 55,043 5.0% 658,205 871,752 -24.5%
Lathe 48,287 41,326 16.8% 533,625 651,566 -18.1%
Drilling, boring, milling, and threading machine tools 15,698 9,896 58.6% 157,079 160,402 -2.1%
Grinding machines 18,534 19,490 -4.9% 214,621 217,061 -1.1%
Planning, shaping, broaching, and gear-cutting machine 9,903 10,513 -5.8% 112,866 135,987 -17.0%
tools

Metal cutting machine tools 166,443 148,033 12.4% 1,834,481 2,203,872 -16.8%
Forging, stamping, and punching machine tools 41,027 37,865 8.4% 309,699 317,027 -2.3%
Other forming machine tools 7,170 8,060 -11.0% 73,723 80,986 -9.0%
Metal forming machine tools 48,197 45,925 4.9% 383,422 398,013 -3.7%

Source:Ministry of Finance of the Republic of China, Customs Appeal Tribunal ; Organize: Taiwan Machine Tool & Accessory Builder’s Association(TMBA)
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Table 2: Top Export Destinations for Taiwan Machine Tools for January to December 2024.
Unit: US$ Thousands

Amount of Amount of Amount from Amount from
Grade Destination
2024/12 2024/11 2024/01-2024/12 2023/01-2023/12

China (Include Hong
1 60,398 56,663 6.6% A 630,585 712,685 -11.5% M

Kong)
2 United State 31,657 32,168 -1.6% v 341,306 377,814 v
3 Turkey 8,690 12,203 -28.8% | Y 192,287 289,789 A
4 India 17,352 15,196 154% | 145,867 120,701 A
5 Vietnam 12,485 10,897 14.6% | 4 89,562 71,364 A
6 Thailand 12,438 5,686 118.7% | * 79,522 67,474 A
7 Germany 3,415 3,268 4.5% A 58,136 78,265 v
8 Netherland 5,951 3,710 60.4% | 4 57,247 84,343 M
9 Japan 4,961 5,652 -121% | Y 52,265 66,557 v
10 South Korea 3,127 4,048 228% | Y 48,670 40,104 A

Other Countries 53,986 44,467 21.4% 522,456 692,789 v

Total PATX 193,958 2,217,903 2,601,885

Source:Ministry of Finance of the Republic of China, Customs Appeal Tribunal ; Organize: Taiwan Machine Tool & Accessory Builder’s Association(TMBA)

Image 1 The percentage of major exporting countries in 2025

[} China (Incl Hong Kong)

15.4%

United State
Turkey
India
Vietnam

87% Thailand
Germany
Netherland
Japan

6.6%
South Korea
Other Country
4.0%
23.6%
3.6%
2.6%
2.6%
2.4%
2.2%
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Taiwan’s machine tool industry is export-oriented, with over 75% of its products
sold overseas. In response to growing demand from emerging markets such as China,
Latin America, and India, local manufacturers have established the Precision
Machinery R&D Center and entered technical collaborations with the Mechanical and
Mechatronics Systems Research Laboratories (MMSL) of the Industrial Technology
Research Institute (ITRI). These joint efforts aim to advance the development of
precision machinery technologies. In addition, the “Asia-Pacific Manufacturing Center
Promotion Plan” formulated by the Ministry of Economic Affairs (MOEA) has
identified precision machine tools as a high value-added emerging technology sector.
With the cooperation of industry, government, and research institutions, Taiwan’s
machine tool industry is expected to achieve even greater development prospects.

Looking ahead, the Industrial Development Administration, MOEA, will continue
to assist the industry in pursuing diversified growth, expanding into new applications
and models. This includes developing high-end products such as horizontal machine
tools, turn-mill centers, precision gear processing machines, five-axis machining
centers, and high-precision gantry machines. The government will support
improvements in overall machine performance and the development of value-added
intelligent software, fundamental process technologies, thermal compatibility
capabilities, mechanical performance evaluation, software applications, and cutting
techniques. A key policy goal is to nurture 5—10 leading machine tool manufacturers
with annual revenues exceeding NT$10 billion. At the same time, efforts will focus on
enhancing existing products like lathes, vertical machining centers, and mold
processing machines by integrating intelligent software and adding value through new
product development, performance upgrades, and industry-academia-research
collaborations. These initiatives aim to elevate the technological level and product
quality of Taiwan's machine tool industry.

Often referred to as the "Mother of Machinery," machine tools are fundamental to
manufacturing. They cover a wide range of processes, including turning, milling,
grinding, cutting, and laser machining, and are essential for high-tech applications such
as PCB drilling and wafer dicing.

The Taiwan Machine Tool & Accessory Builders” Association (TMBA) noted
that, in recent years, Taiwanese manufacturers have actively sought to reduce reliance
on China and mitigate risks stemming from the Russia—Ukraine conflict by expanding
into the U.S. market. The United States is now Taiwan’s second-largest export market
for machine tools, accounting for 24.1% of machine tools exports in 2025. However,
high tariff policies have impacted exporters' strategies and weakened industry
competitiveness. TMBA urges the government to actively engage in negotiations with
the U.S. to seek more reasonable tariff rates and reduce the burden on the industry.
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II. Relationship with Up-, Middle- and Downstream Companies

The machine tool is a manufacturing machine that combines various hardware
and software components such as castings, precision materials, electrical control
systems, and computerized digital controllers into a production and processing
equipment, making it a crucial element in various industries such as general industrial,
transportation, aerospace, defense, and semiconductor. Therefore, the machine tool
industry plays a critical role in industrial development.

The domestic machine tool industry involves a complex manufacturing process,
requiring numerous types and quantities of components. While some key components
need to be purchased from foreign manufacturers, the remaining components can be
supplied and processed by domestic cooperative manufacturers. Each manufacturer's
central factory is responsible for assembly, testing, and other operations, thus closely
integrating the production and manufacturing of machine tools through this
professional division of labor.

The relationships with up-, middle- and downstream in the machine tool industry
are as follows:

Upstream — Middlestream — Downtream —

Supplier of raw material Equipment, Processing and Production Applicable Industries

Steel and cast iron General Consumer Goods
components Industry

Automotive &

Precision Bearings — CNC Gringding Machine 1 —  Transportation Industry

i . . A Indust
Computer Numerical - || ONC Comprehensive Processing || erospace Industry
Control Components Machines )
Pneumatic & Hydraulic | _| || Vertical Turning Lathe / Turning ~ |—| || National Defense Industry
Components Machine
Transmission Components ] Gentry Milling Machine L | | Semiconductor Industry

Elecronic Control - ] Gentry Milling _— - Energy Industry
Components Machine/Horizontal Milling
machine

Hardware Components e | Other industries
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III.

IV.

Various Product Development Trends

(1)Work remotely and remote customer service will become essential post-pandemic
business models, driving the continuous growth of industrial robots, service robots,
semiconductor equipment, and automation equipment demand.

(2)Responding to new opportunities in fields such as electric vehicles, low-orbit
satellites, aerospace, green energy, healthcare, and semiconductors, the tooling
industry will see high growth in application areas, especially the surge demand for
Al servers, advanced semiconductor packaging, and CPO silicon photonics
technology worldwide has further promoted the market demand for ultra-high
precision processing equipment. While current mainstay products such as gantry
grinders, precision surface grinders, and CNC grinders will remain popular, new
technology trends such as mobile column precision surface forming grinders and
composite vertical grinding centers and CNC Rotary Table Surface Grinding
Machine will mature and become mainstay products.

(3)In the coming years, there will be a steady development of Industry 4.0. After the
integration of IoT technology into production lines and cloud-based analysis,
integration with ERP, supply chain, and CIM systems. With the maturity of large
language models and Retrieval-Augmented Generation (RAG) technology, it will
lead to trends in smarter machine diagnostics, more automated machinery and 3D
printing.

(4)Businesses should accelerate the establishment of cross-border, cross-region, and
diversified production bases to reduce supply chain risks and implement digital
manufacturing. Establishing digital platforms and enhancing supply chain resilience
will also be important.

Products Competition

(1)Machine tool industry in Taiwan must actively respond to the changing demands of
the Chinese market by aiming to enhance the processing accuracy (=0.001mm) and
reliability of machine tools, while developing multi-axis and compound functional
machine tool products, such as horizontal machining centers, 5-axis machining
centers, turn-mill centers, horizontal boring mills, and precision presses. By doing
so, the industry can widen the technology gap with mainland China and maintain
Taiwan's competitive advantage in the Chinese market.

(2)Taiwan's machine tool industry primarily targets the mid-range and markets by
emphasizing the high price-to-performance ratio (or C/P value). In contrast,
Japanese machine tool manufacturers focus on the high-end and mid-high-end
markets. Consequently, the depreciation of the Japanese yen has a significant impact
on Taiwan's high-end machine tools, such as CNC vertical lathes or 5-axis
integrated machining centers. The most fiercely competitive market will be the
European and American markets that demand precision machining equipment. It is
recommended that manufacturers avoid direct competition with Japanese machine
tools in the short term and instead emphasize customization or after-sales service
and improved accuracy to increase product added value.

(3)Machine tool manufacturers in Taiwan mainly set up subsidiaries, dealerships, and
offices in the US market, targeting local small and medium-sized outsourcing
manufacturers scattered across various states. The US market increasingly values
the intelligence of machine tools, and machine tool manufacturers around the world
are gradually focusing on developing more intelligent and automationt solutions.

(4)Through mergers or acquisitions, machine tool industry players can integrate their
resources and capabilities to expand their market presence and attract new
customers. Going forward, the machine tool industry is expected to focus on
developing automation machines, advanced control/motion control systems,
digitization, Industry 4.0, and artificial intelligence to remain competitive in the
global marketplace.
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4.1.3

Research and Development

L. Research and development expenditures and the percentage of those expenditures to
net operating revenue for the most recent fiscal year and the current fiscal year up
to the date of printing: (consolidated)

Unit:NT$ Thousands, %
Year 2025 2024
Expenses of Research and Development 68,797 59,107
Net Operating Revenue 1,003,153 1,193,689
Intensity Ratio 6.85% 4.95%
II. Products developed
Year Product developed
1. ADIV Smart Grinder 17. FSG-2448ADIV Grinder Development
2. Double-End Surface Grinder Development 18. FSG-2464ADIV Grinder Development
3. FVL-15P Vertical Lathe Development 19. FSG-2480ADIV Grinder Development
4. QP SMART II HMI (Human-Machine 20. FVGC-40/50/60 Series Vertical Grinding
Interface) Development Project Center Development
5. FVM-40/50 Series Gantry Grinder Crossrail | 21. FSG-2048ADIV Grinder Development
Structure Development 22. SMART-H24481V Grinder Development
6. FVG-10i Internal Cavity Grinder 23. SMART-H2480IV Grinder Development
Development 24. SMART-B2480IV Grinder Development
2019 7. Graphite Machining Center Development 25. SMART-B24641V Grinder Development
8. Drilling Machine Development Project 26. SMART-H2048IV Grinder Development
9. iBox Software Development 27. SMART-B20481V Grinder Development
| 10. FMG-B1224 High-Column Grinder 28. FRG-600S Rotary Table Grinder
2005 Development Development
11. FVM-60 Series Gantry Grinder Crossbeam | 29. iMCS Communication Protocol
Structure Development Expansion — Profinet Integration
12. FMG-B1640 High-Column Grinder 30. FSG-1224ADIV+ Grinder Development
Development 31. FSG-1632ADIV+ Grinder Development
13. SMART iControl 4 Hardware and Software | 32. FSG-1640ADIV+ Grinder Development
Functionalities
14. FSG-2064ADIV Grinder Development
15. Fanuc Al Thermal Displacement
Compensation
16. Intelligent Grinding Assistance System
I1I. Future Development

The R&D department of Falcon Machine Tools CO., Ltd. uses advanced 3D
software to effectively correct and inspect finite element analysis and dynamic
simulation during the design process, ensuring that all machine models have optimal
precision, toughness, and rigidity. The company maintains close cooperation with
government agencies, private organizations, universities, and research institutions to
maintain its leading position in professional technology.

High-speed cutting and high-precision feeding are the pursuit of machine tools, and
the development of large-scale machine tools in response to market demand has become
a new trend. Therefore, the company actively accumulates design and application
technology to develop high-speed, high-precision, highly flexible, highly rigid, and
high-value-added technology-based machine tools as the focus of research and
development. The company also places control software and intelligent automated
production lines as the focus of future R&D.
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(1) Research Project and Description

Research
Project

Research Content

Description

Grinding
Machine

Development of Surface Grinder

Development of a grinder for the aerospace industry.

Development of SMART grinder software technology.

Hydrostatic Spindle Prototyping Project

Smart grinder machine function planning and Industry 4.0

integration

Commercialization of AD IV intelligent grinder

Development of High-Column Grinding Machine

Standalone Grinding Machine Automation

Commercialization of 15-inch SMART IV Grinder (Spindle

Dynamic Balancing / Intelligent Reversal)

9. Development of Hydrodynamic Spindle

10. End-of-Line Detection for Grinding Machines

11. Commercialization of SMART-B20IV Grinder

12. SMART-241V Series Development Project

13. FSG-24 Series Development Project

14. FAUNC iHMI Development

15. iMCS Communication Protocol Expansion — Profinet
Commercialization

16. Human-Machine Automation Plugin Development

17. Extrusion Mechanism Development

18. Commercialization of FSG-12/16 ADIV+ Grinder

19. Development of FRG-1000S Rotary Table Surface Grinder

20. Development of SMART-Li24HS Grinder

21. Chevalier iBOX Device

22. SMART-818XP Grinder Development

bl e

N

Development of Double Column !

Moving Beam Grinding Machine

Improvement project for the 60-series double column grinding
machine
Development of built-in spindle

Milling
Machine

Development of Machining
Centers Product

bl b

Enhancement project on the quality and stability of QP machines
Development of QP intelligent technology (SMART/FANUC)
Development project for #40/50 ultrasonic spindle

Development project for single-machine automation of lathe-milling
machines.

Commercialization of QP Milling Machine for the 3C Industry
Development of FAUNC THMI

Expansion of iMCS communication protocol with PROFINET

Plug in Semi-Auto program Machine

Chevalier iBOX Device

Turning
Machine

Vertical Lathe Series Product
Development

Ealb i e e

Development of FAUNC IHMI

Expansion of iMCS communication protocol with PROFINET
Plug in Semi-Auto program Machine

Chevalier iBOX Device
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(2) Current progress, expected investment in R&D, estimated completion timeline,
and key success factors for future R&D initiatives.

Unit:NT$ Thousands

R&D Expected Estimated Key success factors for future
Proiects Project Title Current Progress investment | Completion R&D initiatives
) in R&D Timeline
1. Development of automated grinding
Development of mode
SMART intelligent 150 2026/10/30 | 2. Software technology
machinery. 3.Design for enhance mechanical
rigidity of the main body
1. Design for enhanced mechanical
Development of rigidity o
pmen 150 2026/06/30 | 2. Reduction of vibration frequenc
hydrostatic spindle q Y
Y p 3. High damping and cutting capacity
4. Extended spindle lifespan
1. Automated grinding mode
Development of 2.Software technology
SMART 24 150 2026/5/30 3.Design for enhance mechanical
machinery. rigidity of the main body
4.Improve movement accuracy
Development 1. Automated grinding mode
of Surface Development of 2. Software technology
Grinder SMART Li-24HS 300 2026/12/30 | 3. Design for enhance mechanical
machinery. rigidity of the main body
Grinding 4. Improve movement accuracy
Machine Development of
SMART intelligent 1.Intelligent development
machinery 250 2026/7/30 2.Human-machine interface design.
networking
1. Automated grinding mode
Development of 2. Software technology
SMART-818XP 300 2026/07/30 | 3. Design for enhance mechanical
Grinder rigidity of the main body
4. Improve movement accuracy
Development of
Green Energy 1.Intelligent development
Consumption 250 2026/09/30 2.Human-machine interface design.
Statistics
Double
Column
Fixed 1.Development of built-in spindles
Crossrail %ﬁﬁ?ﬁ??iﬁéfe f 150 2026/11/30 | 2.Enhanced rigidity
Surface P 3.Reduced vibration frequency.
Grinder FSG-
DC
QP Milling 1. Customized special interface
Machine 2. Dust-proof design
(Commercialization 150 2026/05/30 3. Special fixtures for the 3C industry
Integrated or ndustries . Control of spindle temperature rise
g for 3C Industri 4.C 1 of spindl p i
Milling Mé%};llgrng Single-machine 1. Fixture design .
Machine | producy | aemaienfor | s | 0gizs |2 e poion e
Development machines 4. Cutting and chip removal design
Commercialization . .
1.Development of intelligent systems
of Qllaﬁil\r/llé?lRTH 150 2026/0430 1 5 Human-machine interface design
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4.1.4 Long-term and Short-term Development

Item Short-term Development Long-term Development
1. Standardization Tooling product and mass production: 1. Implementation of production capacity utilization to improve
To meet the demand for multifunctional applications and production efficiency:
shorten lead times, it is necessary to strengthen the Based on customer demand, effective production planning
standardization and mass production of tooling products and capacity utilization can be arranged, reducing ineffective
to avoid over-customization that may lead to difficult working hours, and thus reducing production costs and
production and delayed delivery. improving the company's profitability.
2. Development of component commonality: 2. Self-made or substitution of key components:
Inventory risk of spare parts can be reduced through Continued cooperation with industry, government, and
component commonality academia to jointly develop key components to reduce
3. Reduce waiting time and ensure accurate delivery: reliance on foreign key components.
Production, Communicate with supply chain vendors to improve the 3. Establish a complete supply chain system:
R&D, and supply schedule, reduce waiting time, and ensure smooth Establish a supply chain strategic alliance with upstream and
Product production and accurate delivery. downstream satellite factories to strengthen the professional
Development 4. Improve the development and improvement capabilities division of labor system and enhance the value of the
Strategies of mass-produced models: machine tool industry.
Actively develop and improve mass-produced models 4. Development of high value-added and semiconductor-related
that are in line with mainstream market demand to machine tools products:
increase business revenue. Collaborate with academia to enhance the technical level and
5. Continue with FPS management: Improve the production develop high value-added products to strengthen the
process, reduce production costs, and improve the company's competitiveness and ensure sustainable operation.
company's profitability through continuous FPS 5. Product quality and automation: Through the introduction of
management. new technologies and concepts, and the integration of high-
tech automated equipment, continuous quality improvement
and implementation of quality management are carried out to
ensure high-quality products.
1. Strengthen customer service capability and enhance 1. Strengthening the company image:
customer satisfaction: By improving the sales and service system, offering high-
Enhance education and training for marketing and quality products, and enhancing the company's image, we aim
customer service personnel, provide comprehensive to maintain the leading position of our grinding machines and
training and guidance to dealers, implement after-sales elevate the brand value of "CHEVALIER".
service system, and establish good communication 2. Expanding overseas markets and promoting the
channels with customers to ensure the interests of both "CHEVALIER" brand:
parties and enhance customer satisfaction. Actively expand into the mainland China market and develop
2. Target industry-special order needs and actively develop emerging markets while strengthening the global marketing
potential customers at home and abroad: service network. Additionally, we improve the management
Through product customization services and providing and operation of the official website for marketing to promote
high-value-added and automation high-spec products, the "CHEVALIER" brand worldwide.
Marketing actively develop potential customers at home and abroad | 3. Increasing market share:
Strategy and create competitive advantages. By building a strong company image, enhancing brand value,
3. Diversify customer base, adjust product lines and and improving the production and sales system, we aim to
channels: gain customer trust and increase market share.
Diversify order sources and production schedules, adjust | 4. Managing customer credit:
product lines according to market demand and industry Implement effective credit management for customers,
trends, and develop diversified channels based on shorten the accounts receivable cycle, and reduce credit risks.
product characteristics and production and sales
flexibility to avoid operational risks caused by changes in
the business environment and other factors.
4. Strengthen online marketing by using tools such as
YouTube, newsletters, and mobile apps to keep customers
close and increase order receiving opportunities.
1. Reduce inventory and increasing operating cash flow: 1. Strengthen the company's financial structure:
Effective production and sales management, along with Establish positive relationships with financial institutions,
efficient inventory control, will help to reduce inventory implement effective credit control measures, and manage
levels, increase cash flow, and improve working capital. various financial risks.
2. Improve financial ratios: 2. Fundraising:
Financial By utilizing idle assets, reducing bank borrowing, and Exploring the capital market for low-cost capital has been
Development improving cost management and revenue growth, we can pursued as a means of obtaining the funds necessary for
Strategy improve our financial structure and attract more future development
investments to benefit all shareholders. 3. Investment planning:

Evaluation and implementation of investment plans will
strengthen the company's financial position, increase
profitability, and provide benefits to shareholders and
employees.
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4.2 Market and Sales Overview
1.2.1 Market Analysis

L.

II.

III.

Sales and service regions for the main products: (After the merger with Falcon)
Unit: NT$ Thousands

Region 2025 2024
Total % Total %
Americas 481,846 47.79% 462,984 38.79%
Mainland China 311,077 30.86% 439,699 36.83%
Europe 60,009 5.95% 120,306 10.08%
Taiwan 74,474 7.39% 74,775 6.26%
Others 80,747 8.01% 95,925 8.04%
Total 1,008,153 100.00% 1,193,689 100.00%
Market Shares
Unit: NT$ Thousands
Item 2025 2024
;l;cz)tlz;l sales value of metal cutting machine 81,401,207 87,940,089
Falcon individual business sales revenue 563,869 836,244
Market Shares of Company 0.69% 0.95%

Source: Compiled by Chevalier Machinery Inc. from the Statistics Department of the Ministry of
Economic Affairs.

Explanation: The Company’s main products fall under the general category of metal-

cutting machine tools. According to statistical data released by the
Department of Statistics, Ministry of Economic Affairs, Taiwan, the total
domestic sales value of metal-cutting machine tools was NT$81,401,207
thousand in 2025 and NT$87,940,089 thousand in 2024. Based on the
Company’s standalone sales figures for 2025 and 2024, its market share in
the domestic metal-cutting machine tool sector was approximately 0.69%
and 0.95%, respectively.

Future supply and demand situation and growth potential of the market

The production of various mechanical equipment and products relies heavily on
machine tools, often referred to as the "mother of machinery." With the ongoing
advancements in high-tech industries worldwide—such as IT, telecommunications,
aerospace, semiconductors, energy, transportation, and medical equipment—the global
demand for machine tools is expected to increase. China’s rapid development in
automotive, aerospace, electrical, IT, telecommunications, infrastructure, and
alternative energy sectors has driven a demand for machine tools that exceeds that of
other countries. Although global demand for machine tools remains susceptible to
economic fluctuations, it is expected to rise in tandem with economic recovery and
continued progress across these industries.

Looking back in the few years, Taiwan’s machine tool industry faced numerous
challenges, including global economic instability, inflation, high interest rates,
geopolitical conflicts. It was expected to have slight growth in 2025. However, Taiwan's
machine tool industry experienced the impacts of U.S. reciprocal tariffs, on-going
depreciation of the Japanese yen, and low-price competition from Chinese products,
resulting in a decline in the annual export value to US$2.004 billion.

At the beginning of 2026, the Taiwan-U.S. Reciprocal Tariffs Agreement was
officially finalized to reduce tariffs to 15%, which allowed the Taiwanese products to
align with Japanese, South Korean, and EU competitors for the first time in the US
market. Meanwhile, demand for AI chips has driven the semiconductor capacity
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IV.

expansion (such as CoWoS advanced packaging and CPO silicon photonics technology),
thermal modules and substrate processing, as well as energy transition and aerospace
and defense needs that fully brought up the demand for ultra-high precision and
automated equipment. Market growth was expected to reach 6% to 8%, giving Taiwan's
machine tool industry an opportunity to emerge from headwinds and capture strong
growth recovery. However, it still needs to pay attention on the future direction of U.S.
tariff policies, geopolitics, and Chinese policies. Despite the macro environment,
Chevalier Machinery will continue to make efforts on its operations and market
expansion. The key areas for future market development are as follows:

Market Strategy: With global manufacturing bases shifting away from China to
emerging markets such as India, Mexico, and Eastern Europe, new demand for
machinery and equipment is emerging. Chevalier aims to actively develop markets in
Mexico, Canada, India, Turkey, and Poland to reduce reliance on any single market and
mitigate risk.

Technology Strategy: In anticipation of a low-carbon future, the Company is steering its
products toward smart technologies and green transformation. Innovation in
digitalization and automation will be key to improving productivity. Chevalier is
integrating Al-related technologies, eco-friendly energy-saving solutions, and
strengthening industry-academia collaboration to cultivate interdisciplinary talent
capable of adapting to evolving technological and market demands.

Industry Focus: Chevalier will continue to target key sectors such as aerospace, electric
vehicles (EVs), semiconductors, renewable energy, and hand tools. Through solution-
based selling tailored to specific application needs, the Company will enhance its
industrial offerings, leverage effective marketing strategies to boost international
visibility, and meet the evolving requirements of industry -clients—ultimately
establishing long-term, stable customer relationships

In conclusion, despite the complex global landscape, Chevalier Machinery
remains confident in the development prospects of the machine tool market in the future
and is committed to sustained growth through strategic innovation and market
diversification.

Competitive advantages of company

(1) Industry status - "Stable foundation as a leading grinding machine company":
Falcon Machine Tools CO., LTD has become the leading company in Taiwan's
professional cutting tool grinding machine industry in terms of product line
completeness, grinding machine technology research and development, and
product marketability. The company also has considerable recognition in the
international market.

(2) Quality advantage - "Self-created brand with excellent reputation 'CHEVALIER"":
Falcon Machine Tools CO., LTD product brand "CHEVALIER" represents the
advantage of excellent quality in the industry and user perception. The company
has also obtained international standard product quality system certification, ISO
9001, and EU CE certification, as well as 57 patents and 66 trademark registrations.

(3) Product innovation: The company's development department has a complete talent
pool and extensive design experience, enabling the company to design special
specification machines that meet customer needs in a short time, which gives the
company more opportunities to compete for orders with special requirements. The
company's oil hydrostatic grinder has been developed and is available for customer
needs, and its accuracy can meet the future demands of the nanotechnology market.

(4) Production of grinding, milling, and turning machines for molds or production
purposes: As the demand for high-precision and high-quality products continues to
grow in the market, the company's products are superior in terms of quality and
precision compared to other competitors, providing a competitive advantage in the
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industry. In particular, the company has developed sub-micron, nanometer, and
high-speed line grinding machines to meet the grinding needs of the IT industry.
The company has established a global marketing network, sales and service system,
and high-efficiency sales and service capabilities, allowing customers to use our
products with confidence. The company has also strengthened the establishment of
sales channels for large-scale and composite machines and strengthened sales and
application capabilities. The company has expanded into key industries such as the
electronics industry, stamping dies, aerospace, green energy, various
transportation-related industries, and the IT and Al industries, and provides orders
for customized turnkey engineering projects, further enhancing its competitive
advantages.

Favorable factors for the future development of the market:

(1)

(2)

€)

(4)

()

Changes in the World Factory and Reshaping of the Supply Chain:

In the post-pandemic era, policies governing global manufacturing are increasingly
shifting towards decentralized production and local distribution. Manufacturers
have relocated their global production bases from China to emerging markets such
as Southeast Asia, India in South Asia, Mexico, and Eastern Europe, thereby
establishing new manufacturing hubs that may drive new demand for machinery
and machine tools.

Complete industrial center-satellite system:

The related center-satellite system of Taiwan's machine tool industry is fully
complete. Except for a few key components that still need to be imported from
abroad, all other related components can be self-sufficient, and supply can be
completed within tens of kilometers. A good and sound center-satellite system
helps Taiwan's machine tool industry to compete internationally.

Increased demand in China for mid-to-high-end machine tools

Since 2003, China has become the world's largest importer of machine tools.
Currently, medium to low-end machine tool demand in China is mainly met by
local manufacturers improving quality and government support for Chinese-made
machine tools. However, the high-precision and high-efficiency demands of mid-
to-high-end machine tools still rely on imports from Germany, Japan, Taiwan,
Switzerland, and other countries. Therefore, China's demand for machine tools has
become a major market for countries to promote the affordability of high-end
machine tools.

Mature technology for self-made PC-BASED controllers:

Due to the ease of learning, operation, and maintenance, as well as relatively low
cost, the PC-BASED controller for machine tools has great growth potential.
Currently, the market demand for PC-BASED controllers is growing rapidly, and
Taiwan, as a major producer of personal computers, has easier and lower-cost
access to controllers and software than other countries. With the continued
promotion of smart machinery collaborating project in the industry, it has further
improved the underlying technical capabilities of self-made controllers.

"Dominate Europe and the United States, and look to Asia and Greater China":

Company's sales target markets include North America, Asia, Europe, Australia,
China, Taiwan, and other regions. Among them, North America, Western Europe,
and China are the main sales regions. Looking ahead, the demand for machine tools
in Europe and the United States is still growing after the financial storm. At the
same time, emerging markets such as China, India, Turkey, Vietnam, South Korea,
Brazil, and Mexico, have high demand for machine tools and are also niche markets
for our company's future growth. Other markets such as Eastern Europe and Central
and South America also have great development potential. China is a fast-growing
market. After years of extensive and meticulous market layout, the visibility of our
products has improved significantly in a short period of time. The growth
opportunities are also relatively large, especially in recent years, the rapid growth
of China's automotive industry and various transportation equipment has driven the
high-speed growth of machine tool demand. Even though it is recently affected by
the US-China trade war, the development potential of the Chinese market cannot
be ignored. With the addition of our factory in China, the development space for
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our products in the Chinese market is further expanded.

VI.  Adverse factors and coping strategies for market development prospects:

(1) Domestic shortage of technical talent and experienced labor in the market has led
to the dilemma of insufficient productivity. In addition, the government is
gradually adjusting welfare policies, increasing national health insurance

remiums, and raising the basic wage, causing an increase in operating costs.
Countermeasures ]

1. Hiring foreign workers and actively strengthening employee education,
technical training, and improving the overall working environment, allowing
employees to work safely and comfortably in the company. Also, outsourcing
operations to make up for the shortage of manpower.

2. Increase investment in automation equipment to reduce labor demand. Adopting
FPS and refined production methods to improve work efficiency and reduce
production costs.

(2) The demand for precision, quality, and performance of machine tools in the market
is increasing, and some technical levels cannot be overcome by domestic or internal
capabilities, making it more difficult to develop new products.

( Countermeasuresg]

1. Cooperate with foreign companies with higher technical levels to introduce
advanced technology to enhance product performance, increase precision, and
strengthen competitiveness.

2. Collaborate with domestic academic research units to overcome the shortage of
technical capabilities through continuous research and development,
improvement, and impact of new knowledge and new thinking to ensure product
quality, consolidate brand advantages, and corporate reputation.

(3) The company's products are mainly exported, so exchange rate fluctuations have a
greater impact on the company. Machine tool exports are facing more complicated
international competition and are facing a significant depreciation of the Japanese
yen by more than 35%, which will affect international buyers' orders from Taiwan.
{ Countermeasures ] :

1. When setting prices for the company's products, consider exchange rate factors.
If there is significant exchange rate volatility, adopt forward foreign exchange
sales or adjust product prices to make the exchange rate risk moderately shared
by dealers or buyers.

2. Collect information on exchange rate fluctuations at any time, fully grasp the
trend of exchange rate fluctuations to avoid risks.

(4) Some components rely on foreign suppliers. Currently, the domestic machine tool
key component controller relies on foreign manufacturers to supply. The controller
system 1is the core of the machine tool and is controlled by foreign companies,
which is not conducive to the development of the industry.

[ Countermeasures] :

1. Diversify risks by purchasing from Japanese companies, as well as other
countries such as the United States, Germany, and Spain.

2. Devote to cultivating and rooting the talent of the electrical control system and
actively promote the development of self-developed PC-BASED controllers.

3. The development of 5-axis machine tools has been completed. Currently, it is
still expanding to universal grinding machines and comprehensive processing
machines. Also, it continues to improve and enhance hardware and software
functions. Combining the cooperation of domestic production, government,
research, and academic circles to develop key technologies to reduce
dependence on foreign controllers.

(5) Mainland China's machine tool quality has been steadily improving, and
manufacturers are dumping products into both domestic and international markets
through mass production and low-cost strategies.

[ Response Strategy ] : Enhance product quality and stability, moderately reduce
costs, and increase customized orders.
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1.2.2 Supply of Main Raw Materials

The main products rely on domestically sourced components such as cast iron, sheet metal
parts, controllers, motors, and precision bearings, with some components sourced from abroad.
The company has maintained good relationships with suppliers, ensuring stable prices. Overall,
there are multiple domestic and international suppliers for the main raw materials, enabling
stable prices and quality. However, to mitigate procurement risks, the company periodically
seeks to diversify the supplier base.

Details of the usage and supply of these materials are presented in the table below:
Main Source

Supply Situation
Production lead time of three months, delivery

Name of Raw Material

Castings

Domestic casting suppliers

based on order delivery date

Sheet metal parts

Domestic sheet metal suppliers

Delivery based on order delivery date

Imported from Japan's FANUC company and

Delivery lead time:

(Numerical controllers

Mitsubishi)

Mitsubishi (ordered through Taiwan's FANUC and

Europe: Heidenhain, Siemens, and FAG controllers

3-4 months for FANUC, 1-2 months for
Mitsubishi, 3-4 months for Siemens, 3-4
months for Heidenhain, and 3 months for FAG

Motors

Domestic suppliers such as Delta and Fuji Electric
(excluding stepper and servo motors)

Delivery based on order delivery date

Precision bearings

Schaeffler

Domestic component suppliers, imported from Japan's
NSK and NTN, and from Europe's SKF and

Delivery based on order delivery date, with a
delivery time of three months for orders

4.2.3 Production Procedures of Main Products

1. Major Products and Their Main Uses

Products Function Applicable Industries Features and Characteristics
Sharpens cutting tools such as : gy .
drillrsp milling ct%tters and lathe Suitable for the grinding processing
s . tools, as well as grin&ing metal industry, grinding superhard materials, High precision, high rigidity, easy operation
Grinding Machine > precision mold industry, semiconductor and automation > ’

and non-metal parts with high-
precision flat and groove
forming

industry, and various kinds of punch
grinding and continuous mold.

CNC Grinding
Machine

Shapes and grinds metal and
non-metal parts into special
shapes, such as deep cuts and
relief grinding.

Suitable for the electronics industry,
aerospace industry, mold industry, 3C
industry, punch and bar industry,
automotive and motorcycle parts industry,
precision parts industry, grinding
processing industry, molding contour
grinding, etc.

Complex grinding processing and automated
production processing, high rigidity, high
precision, molding grinding, wheel shape
trimming, heavy cutting processing, and
efficiency improvement. Suitable for heavy
cutting grinding, high surface quality, or high
hardness material needs.

Portal Grinding

Suitable for grinding large
metal and non-metal machine
tool bases, large template

Heavy duty of grinding processing
industry, large-scale casting plane & rail,

Large-scale flat, high-height concave and
convex precision flat processing, beam-type
mobile door-type, independent "square

Machine workpieces, rail precision ?I}gli‘;arg%%?mﬁggi‘/; gtglg{i %ﬁg::t()l group" door-type design, optimal design,
grinding, and large castings Ty, g g 1y high precision, and high rigidity.
P . An ergonomic design for human-machine
: . Automotive industry, petrochemical 2 L -
ONCTuming | workpieccs.shapes hread, and | M0usty: hardware indusiry. 3C || SEC IR e el T TG e
: 2 g i electronics industry, general processing . i ¢
Machine taper processing of metal and cooperation, fast and accurate positioning,

non-metal parts.

industry, turning processing industry, and
general circular workpiece processing

and rapid processing of large circular
workpieces with a simple appearance.

Vertical lathe

circular workpieces, shapes,
thread, and taper processing of
metal and non-metal parts.

Suitable for turning processing industry,
general circular workpiece processing
industry, automatic production line wiring
processing industry, automotive and
motorcycle parts, electrical industry parts,
wheel industry, brake discs, petroleum (oil
energy) industry, wind power generator
industry

Short workpiece, high precision processing,
automatic scheduling processing, small floor
space, increased factory utilization
efficiency, well-designed chip removal,
special square hard steel rail design,
providing the best cutting steel properties.
Multiple machines can be used for joint
layout, making operation and workpiece
lifting more efficient. It has super high
precision and high steel properties and can
perform automatic production line mass
production operations.

CNC Vertical
machining centers

suitable for milling, drilling,
tapping, and special shaping of
metal and non-metal parts

widely used in the automotive industry,
hardware, mold processing industry,
aerospace industry, electronic industry,
home appliances industry, hydraulic
components, and general parts processing
industry. These machines are ideal for
general machining, and they are designed
with excellent rigidity to eliminate
vibrations caused by heavy cutting. The
feed system also offers high rigidity and
accuracy

High rigidity and accuracy in their feed
system, making them suitable for high-
efficiency machining and achieving high
surface quality even for parts with high
hardness. Additionally, they are easy to
operate and allow for fast workpiece
changeover.
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I1. Major Products and Their Production Processes

!

Self-Inspection

’

Trial run

v

Quality Inspection

.

Finished goods
warehousing

'

Package and ship out
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Castings Hardware Parts Components
Outsourced
Rough Space
In-house Precision
Maching and Painting
‘ v
NO Quality Assurance NO
Inspection
YES
Assembly of components Assembly of components
Precision Testing = Trial Precision Testing = Trial
Operation = Noise Level Operation = Noise Level
Measurement = Measurement >
Temperature rise v Temperature rise
M t . M t
easuremen Prepared Machine easuremen
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3.2.4. The top 10% suppliers or customers based on their purchasing or sales amounts as

a percentage of the total amount in any one of the past two years, including their
names, purchase or sales amounts, and corresponding percentages.

I. Major sales customer’s information in the most recent 2 fiscal years:
Unit: NT$ Thousands

Year 2025 2024
Percentage Percentage |Percentage
of net |Relation of net sales | of net
Item Name Amount | sales for | with Name | Amount for the sales for
the entire | Issuer entire year | the entire
year (%) (%) year (%)
Net Sales | 1,008,153 100.00 | None |Net Sales| 1,193,689 100.00 | None
Note: Sales to individual customers whose sales amount does not exceed more than 10% of the total sales amount are not
included.
II. Major supplier’s information in the most recent 2 fiscal years:
Unit: NT$ Thousands
Year 2025 2024
Percentage of] Relation Percentage Relation
Item Name Amount net saleg for with Name Amount of nef salgs with
the entire Issuer for the entire Issuer
year (%) year (%)
Wei-Yang | 304,785 29.39 R}flated Wei-Yang | 208,714 19.86 | Related
arty Party
Others 731,111 70.61 Others 842,151 80.14
Net Purchases| 1,036,896 100.00 Net Purchases (1,050,865 100.00

4.3 Human Resource
4.3.1 Employee Information ofof Falcon Machine Tools CO., LTD:

As 0f 2026/03/31 of

Fiscal Year 2025 2024 the current fiscal

year
Direct Labor 12 18 15
Number of Indirect Labor 130 138 132
mployees

Total 142 156 147
Average Age 48.65 47.78 49.59
Average Year of Service 14.06 13.52 13.68
Ph.D. 0% 0% 0%
Education Master’s degree 7.04% 9.62% 6.80%
distribution College 63.38% 58.97% 62.59%
percentage Senior High School 26.06% 30.13% 25.85%
Below Senior High 3.52% 1.28% 4.76%

Note: This analysis data is for a single company, the parent company Falcon Machine Tool CO., LTD which is not

include students from vocational schools and foreign workers.
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4.4 Environmental Protection Expenditure
4.4.1 In recent years and up to the date of printing this annual report, the company's
environmental protection operation at the factory has been operating normally, and
no pollution disputes or losses or remuneration due to environmental pollution have
occurred.

4.4.2 Countermeasures

1. Future countermeasures (including improvement measures) and possible
expenses: None.

2. The company has established relevant management measures for various environmental
protection measures, such as wastewater discharge management, air pollution prevention
and control, labor safety and health, and occupational hazard prevention and treatment, to
ensure the safety of employees and prevent environmental pollution.

3. The EU's Restriction of Hazardous Substances Directive (RoHS) does not apply to the
products produced by the company.

4.5 Labor Relations

4.5.1 A lot of employee welfare measures, further education, training, retirement
systems and their implementation, as well as labor-management agreements
and various employee rights protection measures:

I. Employee Benefit Plans

The company was approved for establishment by the Taichung County

Government on June 29, 1989 under letter No. 913 of the Labor and Welfare

Bureau, and is committed to promoting various employee benefit plans, as

follows:

(1) Employee insurance, national health insurance, and regular body check-ups.

(2) Nutritionally balanced meals provided by dedicated food service personnel.

(3) Single dormitory rooms are available, with free 24-hour hot water and air
conditioning.

(4) Birthday celebrations with a gift/cash money for the celebrant.

(5) Provision of work uniforms.

(6) Welfare funds are allocated to the employee welfare committee for
beneficial activities such as outings, competitions, and other mental and
physical activities.

(7) Wedding, funeral, and other celebratory occasions are acknowledged with
gifts and condolences.

(8) The company provides gifts to all employees during Labor Day and three
major festivals.

(9) Employees who have completed every 5, 15, and 25 years of service receive
a bonus and the opportunity to travel overseas.

(10) Periodic in-house training activities are held and are open for voluntary

participation.

(11) When the company is profitable, employee remuneration is allocated in

accordance with the law.
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II. Retirement system and the status of their implementation

Before 1987, the company set aside a retirement reserve fund of 3% of
the total salary paid annually, which was listed as a liability. After 1987, in
accordance with the provisions of the Labor Standards Act, the company set
aside a retirement reserve fund of 2% of the total salary paid annually, which
was deposited and used in a special account supervised by the Labor
Retirement Reserve Supervision Committee. Since September 2010, the
retirement reserve fund contribution rate has been raised from 2% to 6% of the
total salary paid annually to enrich the retirement reserve fund. The company
has been following the Financial Accounting Standards Board Statement
No.18 "Accounting Treatment for Retirement Benefits" since the end of 1996.
The Labor Retirement Benefits Act was implemented by the company since
July 1, 2005, with a defined contribution plan. After implementation,
employees can choose to apply the retirement benefits regulations under the
Labor Standards Act or the retirement benefits system under the Labor
Retirement Benefits Act and retain their work seniority before the
implementation of the Act. For employees covered by the Act, the company's
monthly contribution rate for employee retirement benefits shall not be less
than 6% of the employee's monthly salary.

The company calculates the amount of the old retirement reserve fund to
be fully funded at the end of the year and sets aside the necessary amount of
the old retirement reserve fund in accordance with the law.

Continuing Education and Training

(1) To enhance the quality of human resources and develop competitive
advantages, the company has established "Employee Education and
Training Regulations" and "Internal Lecturer Appointment and Removal
Regulations" as a foundation for sustainable management and development.

(2) The company provides internal and external training programs, including
pre-job training for new employees, and arranges courses based on
employees' job-related fields. Employees may also apply for training
subsidies based on their interests, abilities, and career plans.

(3) The company actively collaborates with multiple schools, including
National Shiou Shuei Senior Industrial Vocational High School and
National Formosa University to cultivate talent in the mechanical and other
related fields.

(4) The company maintains good labor-management relationships with smooth
communication and has not experienced any major labor disputes.

The implementation status of Falcon’s employee education and training for the
year 2025 is as follows:

Total Number of Training Total Training Hours Annual Education and Training
Courses (HR) Expenses (NTD)

Internal 39 78 0

External 38 296 32,420
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4.5.2. Any losses suffered by the company due to labor disputes in the past two
years and estimated amount or measures need to be taken in the future: None

The Company has established a Labor-Management Committee to coordinate
labor relations through regular meetings. This mechanism enhances
communication and consultation between labor and management, fosters
cooperation, improves working conditions, prevents labor disputes, increases
work efficiency, and safeguards the rights and obligations of both parties.

As of the most recent fiscal year and up to the publication date of this annual
report, no labor disputes or related incidents have occurred.

4.6 Cyber Security Management

4.6.1 Cyber Security Risk Management Framework:

The cyber security is responsible for the organizational management of
information security risk in the company. The department consists of one
information director and several professional information security personnel,
who are responsible for developing internal information security policies,
planning and implementing information security operations, promoting and
implementing information security policies, and regularly reporting the
company's information security governance to the Audit Committee.

The Audit Department of the company plays the role of supervisory unit
for cybersecurity risk and is responsible for overseeing the implementation of
internal information security. The department is headed by one audit supervisor.
If any deficiencies are identified during the audit process, the audited unit is
required to propose appropriate improvement plans and take concrete actions to
address them. The Audit Department regularly monitors the effectiveness of
these improvements to mitigate internal information security risks
Related cooperating companies:

Company Name TEL Task Scope
04-
IBM 23241533 AS/400 mainframe hardware and
0800- software
055055
DATA SYSTEMS CONSULTING 04- TIPTOP server software/hardware and
CO., LTD. 23267345 electronic form.
Chunghwa Telecom Co., Ltd.  [04-7284979 Firewall
Chunghwa Telecom Co., Ltd.  [04-7299699] Internet dedicated line, VPN connection

4.6.2. Cyber Security Policies
To strengthen cybersecurity and ensure the availability, integrity, and
confidentiality of information—while preventing intentional or accidental
internal and external threats—the Company enforces comprehensive
information security management policies through the joint efforts of all
employees, internal and external information service users, and third-party
service providers. The objectives are as follows:
(1) Ensure the continuous operation of all information systems
(2) Prevent hacker attacks, viruses, and system damage
(3) Prevent improper or illegal use of systems
(4) Prevent the leakage of confidential data
(5) Avoid accidental human errors
(6) Maintain physical environment security
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Six major areas of information security management:
(1) Computer Equipment Security Management

(2) Network Security Management

(3) Endpoint Protection and Management

(4) System Access Control

(5) Ensuring System Continuity

(6) Security Awareness and Training

4.6.3 Concrete Management Plan
(1) Computer Equipment Security Managemet
1. All servers and critical IT hardware are housed in a dedicated server
room with access control via card swipes and entry logs retained for
auditing.

ii. The server room is equipped with independent air-conditioning systems
and fire extinguishers suitable for electrical fires.

111. Servers are connected to uninterruptible power supplies (UPS), voltage
regulators, and a backup generator to prevent service interruptions due
to sudden power outages.

iv. Equipment performance is regularly assessed, and outdated or
underperforming devices are scheduled for replacement to ensure
operational efficiency and system stability.

(2) Network Security Management
1. Enterprise-grade firewalls are installed at all internet gateways to
prevent external attacks.

ii. Employees accessing the ERP system remotely must use VPN accounts
with certificate validation and username/password authentication.
Access logs are retained for auditing.

1i1. Internet access is controlled through behavioral monitoring and filtering
tools to block access to harmful or unauthorized content and preserve
bandwidth integrity.

iv. Regular external network risk assessments are conducted, and identified
vulnerabilities are promptly mitigated.

v. Annual social engineering drills are conducted alongside training to
enhance employee cybersecurity awareness.

(3) Endpoint Protection and Management
1. All servers and employee workstations are equipped with endpoint
protection software offering antivirus and anti-hacking functionalities.

ii. Virus definitions are auto updated. Suspicious executable files are
monitored and blocked.

1ii. Infected or at-risk devices are automatically quarantined, deleted, and
reported to I'T administrators for immediate action.

(4) System Access Control

1. Access to internal systems follows a structured account application
and approval process. Access rights are granted based on job
responsibilities.

i1. Password policies enforce complexity through required combinations
of letters, numbers, and special characters.

iii. When employees resign or retire, the IT department is notified to
promptly deactivate system accounts and reassign equipment
custodianship to prevent data or asset loss.
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(5) Ensuring System Continuity
1. Data Backups: Follows the 3-2-1 principle. Daily backups are stored in
the server room and offsite via NAS and offline media.
i1. Disaster Recovery Drills: Core systems undergo recovery drills
annually to verify data accuracy and media integrity.
iii.Redundant Internet Connectivity: Two telecom lines are leased and
connected in parallel using bandwidth management tools to ensure
uninterrupted communication.
(6) Security Awareness and Training
1. Regular Campaigns: Employees are reminded to update passwords
periodically and adopt the complex cryptography principle to keep the
account safe.
i1. Workshops: Internal cybersecurity training is conducted periodically.
iii.External Engagement: The Company is a member of TWCERT/CC
(Taiwan Computer Emergency Response Team/Coordination Center)
to stay informed of threat intelligence and best practices.
1v. Targeted Training: Employees identified as
vulnerable during social engineering tests receive additional training.
4.6.4 To implement the six major information security policies, the following
resources have been allocated:
1. Hardware: Firewalls, email antivirus systems, spam filters, internet
usage monitors, and managed switches.

1. Software: Endpoint protection platforms, backup software, VPN
authentication, and encryption tools.

iii. Telecom Services: Redundant data lines, cloud backup services, and
intrusion prevention systems.

iv. Personnel & Processes: Daily system checks and backup operations,
Weekly offsite backup rotation, at least two internal security training
sessions annually, Annual disaster recovery drills, Regular internal and
external audits

v. Cybersecurity Personnel: One Chief Information Security Officer
(CISO), One dedicated cybersecurity staff member responsible for
architecture design, monitoring, incident response, and policy review

4.6.5 Statement of Losses, Potential Impacts, and Response Measures Related to
Major Information Security Incidents in the Most Recent Year and up to the
Date of the Annual Report: None.

4.7 Important Contracts

The contracting parties, major content, restrictive clauses, and the commencement dates and
expiration dates of supply/distribution contracts, technical cooperation contracts,
engineering/construction contracts, long-term loan contracts, and other contracts that would
affect shareholders' equity, where said contracts were either still effective as of the date of
publication of the annual report, or expired in the most recent fiscal year:
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commencement

dates and expiration
Nature of contract
dates of supply

Major Content

Restrictive clauses

contract
2023.05.17 1. Total credit limit: NT$850 million. 1-1. Financial Ratios:
Joint Credit Agreement | 2-1. Loan interest rate: Based on the reference rate (the|A. Current Ratio (Current Assets /
2028.05.16 dynamic interest rate for one-year fixed deposits posted Current Liabilities) must not be
Contract Parties by Chunghwa Post) plus an annual premium of 1.05% below 100%.
for interest calculation. If the pre-tax net interest rate is|B. Debt-to-Equity Ratio (Total
less than 0, an additional 1.15% is added. Liabilities / Tangible Net Worth)
2-2. During the credit term, the interest rate for all credits must not exceed 200%.

There are a total of 8 financial institutions:

1.Taiwan Cooperative Bank (HeMei Branch)

2.Taiwan Business Bank (Beitun Branch)

3.Hua Nan Bank (Feng Yuan Branch)

4.Mega International Commercial Bank (Bao
Cheng Branch)

5.Taichung Bank (Daya Branch)

6.Agricultural Bank of Taiwan (Kaosiong ranch)

7.The Shanghai Commercial & Savings Bank
(Taichung Branch)

8.Chang Hwa Bank (Puli Branch)

must not be lower than 2% annually; otherwise, the pre-
tax loan interest rate shall be 2%.

3-1. The mid-term guaranteed loan of NT$550 million under

item A cannot be recycled. The first installment must be
repaid 18 months from the day of utilization, thereafter
every 3 months for one installment (divided into 15
installments). From the first to the sixth installment,
each installment repays 5%, from the seventh to the
eleventh installment, each repays 6.5%, from the
twelfth to the fourteenth installment, each repays 9%,
and the fifteenth installment repays 10.5%. All funds
must be utilized within 3 months from the first day of]
use, otherwise the unused amount will be automatically
cancelled.

. The mid-term guaranteed loan of NT$300 million

under item B (recyclable) must be repaid with the first
installment completed within 36 months from the date
of utilization, thereafter every 3 months for one
installment (divided into 9 installments). Each of the
first 8 installments decreases the credit amount by
6.25%, and the ninth installment decreases the credit
amount by 50%. Additionally, each borrowing period
under item B must not exceed 180 days, and the
maturity date must not exceed the expiration of the
credit term.

C. Interest Coverage Ratio must not be

less than 3 times.

D. Tangible Net Worth must not be less

than NT$800 million.

1-2. Financial ratios are determined

based on the consolidated financial
statements that are audited and
certified annually by accountants
and reviewed semi-annually by
accountants. These ratios are
assessed semi-annually.

1-3. The annual financial statements

are inspected on March 31st each
year, and the semi-annual
financial statements are inspected
on August 15th each year. Based
on the audited/reviewed
annual/semi-annual consolidated
financial statements, if any
financial ratio fails its semi-
annual check, an additional 0.25%
will be added to the loan interest
rate.

Contract for Co-
Si 2021.12.05
Construction of House 1gnon

Land co-development project of No. 401, Wudong Section,

i N
Contract Parties Guiren District, Tainan City. one
Taiwan Sugar Cooperation
2024.02.16
Medium-Term Credit |
Facility Agreement
v oe 2027.08.31 Land co-development project of No. 401, Wudong section, None
Contract Parties GuiRen District, Tainan City.
King’s Town Bank
. . 2024.11.18 Mid-term secured loan for Land Plot Nos. 723 and 725,
Medium-Term Credit . . . . . . .
Facility Aereement | Xinguang Section, Zuoying District, Kaohsiung City, with a None
yAg 2027.08.18 total credit facility amount of NT$445 million.
Contract Parties
Land Bank of Taiwan, Sanmin Branch
Mid-term secured loan for Land Plot No. 164, Kegong
Medium-Term Credit 2024.08.14 SecAtihon, Annan District, Taim-m‘ City, with a total credit None
Fasility Areement | facility amount of NT$75.87 million.
actiity Agreeme 2027.08.14

Contract Parties

Agricultural Bank of Taiwan, Kaohsiung Branch
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V. Financial Information

5.1 Analysis of Financial Status
Unit: NT$ thousands

Item 2025 2024 Amomglfference o
Current Assets 3,139,427 2,507,318 632,109 25.21
Real estate, plant and equipment 237,471 261,395 (23,924) (9.15)
Fixed Assets 1,009 4314 (3,305) (76.61)
Other Assets 709,452 1,046,731 (337,279) (32.22)
Total Assets 4,087,359 3,819,758 267,601 7.01
Current Liabilities 1,465,990 1,055,757 410,233 38.85
non-current liabilities 1,470,805 1,401,196 69,609 4.97
Total Liabilities 2,936,795 2,456,953 479,842 19.53
Equity attributable to owners of the Company 1,150,564 1,362,805 (212,241) (15.57)
Stock 1,143,619 1,143,619 0 0
Capital surplus 178,307 178,300 7 0
Retained Earnings (154,744) 49,508 (204,252) (412.56)

Note: Explanation of Major Changes in Assets, Liabilities, and Shareholders’ Equity Over the Past Two Years (For items with changes
of more than 20% between periods and an absolute change exceeding NT$10 million)

1. Explanation of Major Reasons for Changes:

(1) Current Assets: due to increase in construction inventory

(2) Intangible Assets: Decrease due to the reduction in other intangible assets.
(3) Other Assets: mainly due to decrease in investment assets.

(4) Current Liabilities: Increase due to short-term borrowings and reclassification of a portion of long-term loans as current (due within
one year).

(5) Non-Current Liabilities: Increase due to short-term borrowings and reclassification of a portion of long-term loans as current (due
within one year) to long-term borrowings.

(6) Retained Earnings: due to increased after-tax losses.
2. Impact: No material impact.
3. Future Response Plan: With the order receiving expected to recover in 2026, the machine tool industry is
projected to recover. The Company will continue implementing cost-control measures, inventory

management, and income-expansion and expenditure-reduction strategies to maintain stable profitability.

5.2 Analysis of Financial Performance
Unit: NT$ thousands

Ttem 2025 2024 Increase (Decrease) | Increase (Duecrease)
amount ratio%

Gross Sales 1,008,153 1,193,689 (185,536) (15.54)
Cost of Sales 790,777 878,102 (87,325) (9.94)
Gross Profit 217,376 315,587 (98,211) (31.12)
Operating Expenses 365,517 380,586 (15,069) (3.96)
Operating Income(Loses) (148,141) (64,999) (83,142) (127.91)
Non-operating Expenses(net) (54,146) 20,052 (74,198) (370.03)
Income Before Tax(Loses) (202,287) (44,947) (157,340) 350.06
Tax Benefit (Expense) (1,965) (10,685) 8,721 (81.61)
Net Income (Loss) for the Period (204,252) (55,632) (148,620) 267.15

Note: Explanation of Major Changes in Operating Revenue, Operating Profit (Loss), and Profit (Loss) Before Tax Over the Past Two
Years (For items with changes exceeding 20% between periods and an absolute change greater than NT$10 million)

1. Explanation of Major Reasons for Changes: The fluctuation was mainly due to a slight decline in revenue. Fixed costs could not be
split, and the operating expenses increased due to the addition of the construction division, which has led to operating losses. With|
the increased losses of the invested companies has led to increase in non-operating income and expenses, resulting in an overall
increase in losses.

2. Impact: No material impact.

3. Future Response Plan: With the order receiving expected to recover in 2026, and the machine tool industry anticipated to recover,
the Company will continue implementing cost-saving measures, cost control, and inventory management strategies to maintain
stable profitability.

-233-



5.3 Analysis of Cash Flow

5.3.1 Cash Flow Analysis for the Current Year (2025)
Unit: NT$ thousands

Cash and Cash Net Cash Flow Annual Net Cash  [Net Cash Flow from Cash Balance
. . . . Exchange Rate .
Equivalents, from Operating | Flow from Investing | Full-year financing (Deficiency) | Note
.. . . . Changes on Cash ..
Beginning of Year Activities Activities activities Remaining
242,311 (141,751) 71,101 (14,364) (15,971) 141,325

Analysis of change in cash flow

1. Operating Activities: Mainly due to an increase in pre-tax profits.

2. Investment Activities: Resulting from the disposition of idle assets.

3. Financing Activities: Caused by the private placement of new shares.

4. Effects of Exchange Rate Changes: Due to the appreciation of the New Taiwan Dollar

5.3.2 Remedy for Cash Deficit and Liquidity: Not applicable.

5.3.3 Cash Flow Analysis for the Coming Year (2026):
Unit: NT$ thousands

Estimated Cash and | Estimated Net Cash | Annual net cash flow | Net Cash Flow from Cash Balance
. . . . Exchange Rate .
Cash Equivalents, Flow from from investing Full-year financing Chanees on Cash (Deficiency) | Note
Beginning of Year |Operating Activities activities activities g Remaining
141,325 (800,000) (50,000) 1,120,000 (10,000) 401,325

Analysis of Cash Flow Changes:

1. Operating activities: The expected net cash inflow from operating activities is NTD 800,000, mainly due to increase in construction|
inventory of 2026.

2. Investing activities: Investment Activities: Expected net cash outflows of NT$50,000 thousand from investment activities, due to
increased investments in subsidiaries.

3. Financing activities: Expected net cash outflows of NT$1,120,000 thousand from increase capital by private placement.

4. Impact of exchange rate changes: The expected appreciation of the New Taiwan Dollar is the main factor.

5.4 Major Capital Expenditures Items

Due to the company's favorable operating conditions and stable cash inflows from operating activities, the main
source of funding for significant capital expenditures in recent years has been from self-generated operating
funds and capital increase. Therefore, there was no significant impact on the company's finances.

5.5 Investment Policy in the Last Year, Main Causes for Profits or Losses, Improvement Plans, and
Investment Plans for the Coming Year

The company's investment policy is focused on long-term strategic goals and dedicated to integrating
construction and sales agents. In 2025, the loss on newly added investments using the equity method on a
consolidated basis was NT$80,097,000. The main reason is that some of the invested businesses are in their
early stages of operation and have not yet stabilized, as well as the real estate policy from the government. In
addition, the machine tool industry is continued to loss by the impact of exchange rate and US tariff policy. It is
expected that investment efficiency will gradually improve in the future. The company will continue to evaluate
investment plans prudently and adhere to the principle of long-term strategic investment in the future.
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5.6  Analysis and assessment of risk factors up to the date of the annual report

5.6.1 The impact of changes in interest rates, exchange rates, and inflation on the =~ company's
income and future response measures:

L.

Impact on company's profitability

Item 2025 ( NT$ Thousands; % )
Interest income (expense) net (41,255)
Foreign exchange gain (loss) net (795)
Interest income (expense) net to net revenue ratio (4.36)
Interest income (expense) net to pre-tax income ratio (21.72)
Foreign exchange gain (loss) net to net revenue ratio (0.08
Foreign exchange gain (loss) net to pre-tax income ratio 0.39

A. Interest rate: The Group conducts sensitivity analysis on interest rate risk based on floating-

IL.
A. Interest rates: The Company expects that the central bank interest rate in 2026 will not rise

rate borrowings as of the end of the reporting period, assuming the loans are held for one
fiscal year. If market interest rates were to increase or decrease by 10 basis points, the
Group’s profit or loss for 2025 and 2024 would decrease or increase by NT$1,890 thousand
and NT$1,839 thousand, respectively.

Exchange rates changes: If the New Taiwan Dollar (NTD) appreciates or depreciates by 1%
against the US Dollar (USD), the Group’s profit or loss for 2025 and 2024 would decrease
or increase by NT$669 thousand and NT$310 thousand, respectively. If the NTD
appreciates or depreciates by 1% against the Renminbi (RMB), the Group’s profit or loss
for 2025 and 2024 would increase or decrease by NT$52 thousand and NT$42 thousand,
respectively.

Inflation: For 2026, Taiwan’s Directorate-General of Budget, Accounting and Statistics
(DGBAS) forecasts a Consumer Price Index (CPI) annual growth rate of 1.61%~1.75%,
indicating a minimal inflation risk.

Future Corresponding

further, like the situation with the US FED. This will not have an impact on the Company's
long- and short-term borrowing interest burden. Therefore, the Company will maintain
good communication with its partner banks, keep up to date with the latest market interest
rate conditions, and prioritize borrowing from banks with the lowest interest rates to reduce
interest expenses and achieve the best interest rate level.

Exchange rates: Most the Company's export transactions are denominated in US dollars.
The Company adopts a conservative approach when quoting prices to customers, based on
a stable and conservative exchange rate. The Company also opens foreign currency deposit
accounts with banks to meet foreign exchange fund requirements and retains foreign
currency positions. The Company adjusts its foreign exchange positions according to the
changes in exchange rates, minimizing the impact of exchange rate fluctuations on the
Company's profits and losses.

Inflation: The Company's response measures involve adjusting product prices based on
changes in raw material prices and considering market supply and demand. The Company
also requests the design unit to reduce unnecessary or unclear functional components to
reduce product costs.

5.6.2 Policies, Main Causes of Gain or Loss and Future Response Measures with Respect to High-
risk, High-leveraged Investments, Lending or Endorsement Guarantees, and Derivatives
Transactions

As 0f 2025 and up to the publication date of this annual report, the Company did not engage in
any high-risk or highly leveraged derivative transactions. All activities related to loans to
others, endorsements and guarantees, and derivative financial instrument transactions are
conducted in accordance with the Company’s established policies and control measures as
outlined in the following procedures: Procedures for Acquisition or Disposal of Assets,
Operational Procedures for Lending Funds to Others, Operational Procedures for
Endorsements and Guarantees, Procedures for Engaging in Derivative Transactions

5.6.3 Future Research & Development Projects and Corresponding Budge: Please refer to page 51 to
page 52 of the annual report.
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5.6.4 Impact of important domestic and international policies and legal changes on the company's
financial business and response measures:

The business activities currently conducted by the company comply with the policies and laws
in each respective location, and the company maintains good interaction with local distributors.
In the event of any policy or legal changes, the company can promptly report to itself to serve
as a basis for decision-making.

5.6.5 Effects of and Response to Changes in Technology and the Industry Relating to Corporate
Finance and Sales

The company has actively introduced electronic operation systems and established a network
information system in recent years to closely integrate with upstream and downstream industries,
shorten the transmission process of related information, and effectively improve the operation
schedule to enhance operational efficiency. Therefore, the company has implemented
technological management in recent years. In response to changes in the industry environment,
the company is committed to investing in new product development, process improvement, and
technology upgrading to strengthen product intelligence and enhance competitiveness. Hence,
technological and industrial changes should have a positive impact on the company's finance
and business.

5.6.6 The Impact of Changes in Corporate Image on Corporate Risk Management, and the
Company’s Response Measures

The company has always adhered to the principles of professionalism and integrity and attached
great importance to corporate image and risk management. At present, there are no foreseeable
crisis events.

5.6.7 Expected Benefits from, Risks Relating to and Response to Merger and Acquisition Plans: The
company has no plan for merger or acquisition.

5.6.8 Expected Benefits from, Risks Relating to and Response to Factory Expansion Plans: The
Company has no plans for expanding its factories.

5.6.9 Risks Relating to and Response to Excessive Concentration of Purchasing Sources and
Excessive Customer Concentration

The Company has a diversified range of suppliers and customers for purchasing and selling goods
and maintains a good relationship with them. Therefore, there is no significant risk of
concentration in either purchasing or sales.

5.6.10Effects of, Risks Relating to and Response to Large Share Transfers or Changes in
Shareholdings by Directors, Supervisors, or Shareholders with Shareholdings of over 10%

There have been changes in the directors of the Company this year. However, the number of
shares they currently hold has not resulted in any significant changes, impacts, or risks to the
overall operation of the Company.

5.6.11Effects of, Risks Relating to and Response to the Changes in Management Rights: No such
matters exist.

5.6.12Litigation or Non-Litigation Matters. There are no finalized or pending major litigation, non-
litigation, or administrative proceedings involving the Company, its directors, supervisors,
general manager, de facto responsible persons, major shareholders holding more than 10% of
shares, or subsidiaries, that may have a significant impact on shareholders’ equity or the market
price of the Company's securities. As of the date of publication of this annual report: No such
matters exist.

5.6.13 Other Majors Risk and Resolution: None.
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5.7 Risk Management Organization

5.7.1. Risk Management Organization and its operation

(1

2

)

The company has always implemented a strict and prudent approach to enterprise risk
management (including risk detection, assessment, reporting, and handling), and it is
controlled in accordance with the latest internal audit developments, guidelines, and legal
regulations.

The company's risk control is divided into a three-stage control mechanism: the initial
control mechanism is the host unit, which must take responsibility for the initial risk
perception, assessment, and control considerations and prevention. The second control
mechanism is the various management meetings led by the General Administration or
General Manager, which includes various risk assessments in addition to responsibility for
probability assessments. The ultimate control mechanism is the Audit Department and
Board Meetings, which ensure final risk management through the audit department's
review, supervision, and tracking, and the Board's deliberation. In addition, our Legal
Department also executes risk detection, assessment, and prevention suggestions for
significant risk assessments.

At each stage of company's control mechanism, immediate risks are immediately reported
upward during normal times and are thoroughly eliminated and prevented. To date, our
company has had no incidents of risk due to the implementation of these control

mechanisms, indicating good control.

5.7.2. Risk Management Organization Chart

Decision-
Risk Review and making and
. . Direct Risk Control Control (Second follow-up
L SN R e A SRS T (Initial Control Mechanism) Control monitoring
Mechanism) (Final control
mechanism)
1.Interest rate, exchange rate, and 1.Financial Department (Accounting
financial risks Division)
2.Risks of lending funds and 2.Financial Department (Finance Division)
. . . . . A Management
Financial, endorsement guarantees 3.Financial Department (Finance Division)
. . Lo . . . . Office and
accounting, and 3.Risks of derivative financial 4.Financial Department (Accounting Executive
liquidity risks: products and other financial Division) Meetings Board of
investments ¢ Directors and
4.Tax, cost, and related accounting Supervisors
risks Meeting
1.Customer Credit Rating and 1. Marketing Service Department, Finance General (Risk
Collection Risk Division Administration Assessment,
Market and Credit 2.Market Trenq Investigation and 2.Marketing SerV}cc.e Department, General Depanment ’ COI.ltl.’Ol
Risk Evaluation Risk Management Division Production Decision
3.Marketing and Sales Service Risk [ 3.Marketing Service Department, General Sales and Making, and
Administration Division Management Final Control)
Meeting
1.Business Strategy Risk 1.General Administration Audit
2.Procurement, Production and 2.Department, Production Management General Department
Quality Risk Center, Production Department, Quality L (Risk
Administration
3.Corporate Image and Human Control Department Department Assessment,
Resources Risk 3.General Administration Department, part > Check,
. . Production and g
. 4.Product Improvement and Marketing Service Department . Supervision,
Strategic and . Sales Meeting,
Operational Risk Research and Development Risk 4.New Product Development Research and Improvement
P 5.Political, Policy and Legal Risk Department,General Administration Development and Reporting)
6.Long-term Investment and Department Mee tinp and
Related Party Risk 5.8.General Administration Department, &
. Management
7.Equity and Management Team Management Center Meetin
Risk 6.7.General Administration Department, &
8.Other Risks Finance Division

5.8 Other Major Risk: None
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VI. Special Disclosure

6.1 Information on Affiliated Enterprises: Please refer to the Market Observation Post System (MOPS).
Access path: MOPS > Single Company > Electronic File Download > Affiliated Enterprises (Three
Reports) Section

Website: https://mopsov.twse.com.tw/mops/web/t57sb01 q10

6.2 Private Placement of Securities in the Most Recent Fiscal Year and up to the Date of the Annual
Report: Please refer to the

Market Observation Post System (MOPS). Access path: MOPS > Issuer Section > Private Placement
Section

Website: https://mops.twse.com.tw/mops/#/web/t116sb01

6.3 Other Material Explanatory Matters: None.

6.4 Matters Materially Affecting Shareholders' Equity or the Price of Securities: As of the most recent
fiscal year and up to the date of publication of this annual report, the Company has not experienced any
event that would materially affect shareholders’ equity or the market price of its securities as defined
under Article 36, Paragraph 2, Subparagraph 2 of the Securities and Exchange Act.
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