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About this report

Welcome to ELAN Microelectronics Corporation
Corporate Social Responsibility (CSR) Report. This
report discloses Company’s management policies,
environmental protection efforts and social participa—
tion performances. By releasing the report, we hope

to disclose complete information and provide effective
communication with stakeholders. If you have a differ—
ent perspective on the content presented in this report,
we sincerely welcome your feedback.

Reporting period and scope

This report covers Company’s sustainable manage—
ment strategies and business continuity activities
between January 1 and December 31, 2018. In this
report, ELAN Group (or the Group) refers to ELAN's
headquarters and its affiliated companies including
Metanoia Communications, Avisonic Technology Cor—
poration, PIXORD Corporation and ELAN H.K. Microe—
lectronics Corporation.

Major changes in 2018

Capital reduction (1,302,344 shares) accounted
for 30% of the total capital. No major changes
in organization scale, ownership or supply chain.

ELAN

Metanoia No major changes.

Increased capital and issued 7 million new
shares, accounted for 19.69% of the total
capital. No major changes in organization scale,
ownership or supply chain.

Avisonic

Capital reduced (7,920,000 shares)

to cover accumulated deficits. Increased capital
and issued 5 million new shares. No major
changes in organization scale, ownership or
supply chain.

PIXORD

ELANHK.  No major changes.

Assurance

The contents of this report follow the Global Reporting
Initiative (GRI) Standards, and according to industry
characteristics and regional references, Tollow the
guidelines of Responsible Business Alliance (RBA) and
Corporate Social Responsibility Best Practice Principles
for TWSE/GTSM Listed Companies.

This report is subject to third—party independent
assurance by British Standard Institution (BSI) Pacific
Limited based on AA 1000 Type II. Refer to Page 97
for the Independent Assurance Statement.

1
EMC 2018 CSR Report

Release of the report [ 102-51, 102-52

This report is published in English, Traditional and Sim—
plified Chinese. A complete report is also available on
the company’s website as a reference for the general
public and stakeholders. In the future, we will continue
to issue a CSR Report annually (the last release was in
October 2018).

Contact information ([ 102-53

If you have any questions or suggestions regarding the
contents of this report, please do not hesitate to con—
tact us through the stakeholder webpage or through
the following:

ELAN Microelectronics Corporation

Industrial Performance Management (IPM) Dept., Man—
ager: Ming—Shia Lee

Address: 12 Innovation 1st Road, Hsinchu Science Park,
Hsinchu City, Taiwan (R.O.C.)

Phone: +886-3-5639977

Fax: +886—-3-5639966

E—mail: csr@emc.com.tw

The stakeholder webpage:
www.emac.com.tw/twn/Social_Responsibility06.asp
Company’s website: www.emc.com.tw
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Message from the Chairman

Founded in 1994, Elan Microelectronics cel—
ebrated its 24th anniversary this year. For

the past 24 years, “Active innovation, Honest
interaction, Win—-win cooperation, and Sustain—
able management” has always been my busi—
ness philosophy from the very beginning, and
what | will continue to uphold. In the face of the
changes and trends in sustainable development,
we strive to boost economic, environmental and
social developments and, fulfill our responsibili—
ties as corporate citizenship to achieve sustain—
able development.

In terms of economy, 2018 revenue hit an all—
time high. The group’s consolidated revenue
reached 8.65 billion NTD. Touch controller chips
and touch panel modules are the main profiting
sources. Focusing on one of the market trends
——— Smart life, we will integrate Al technology
with human-machine interfaces, audio—visual
identification, biometrics, and loT technology
with Group’s core technology. To ensure the
sustainable operation of enterprises, we will
continue to stand out from the fierce competi—
tors and create competitive technology thresh—
olds in the industry.

In terms of society, in response to the re—
quirements of international brand customers,
Elan has adhered to the Responsible Business
Alliance Standards (RBA 6.0) in creating a

safe and healthy working environment to avoid
work—related disasters and diseases; committing
1o safeguard the human rights of employees,
suppliers and respect them; and complying with

the business ethics in highest standards during
any operational activities. We also make efforts
to minimize the negative impacts on the envi—
ronment and natural resources while protecting
the health and safety of the public as we fulfill
the social and environmental responsibilities of
a good corporate citizen.

In addition, to enhance Taiwan's industrial
competitiveness and contribute to the indus—
try, ELAN has co—sponsored “Taiwan Artificial
Intelligence School” with a number of compa—
nies to cultivate Al talents. In the rapid develop—
ment of artificial intelligence and data science
technology, building independent Al technology
is essential to keep ahead of others.

From the environmental aspect, in view of
global warming and climate change, The Paris
Agreement limits global temperature rise to well
below 2 degrees Celsius at the end of 2016.
Since then, Elan has begun to think of ways to
effectively conserve energy and reduce car—
bon in every operation process. Though not
restricted by law, Elan continues to save 1% of
energy and 20 tons of greenhouse gases every
year. We are committed to complying with the
National Energy Law in conserving energy and
reducing carbon through improving the com-—
pany’s energy efficiency. By doing so, it will not
only reduce the operating cost but also protect
the environment.

With excellent teamwork of all employees,
Elan had won numbers of awards in 2018.
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From “R&D Achievement Award”, “Innova—

tion Product Award”, “Smart Park Innovation
Planning Award” and “Distinguished Landscape
Award” given by the Hsinchu Science Park
Bureau, “Workplace Health Excellence — Gen—
der Friendly Health Award” given by the Health
Promotion Administration, Ministry of Health
and Welfare, to “Taiwan Golden Root Award

— Industrial Technology Special Contribution
Award”, it was indeed a proud year for Elan. On
top of these, Elan was also selected as one of
the “Taiwan High Compensation 100 Index” and
“Taiwan 50 Index” companies by the Taiwan
Stock Exchange.

L.ooking ahead, Elan Microelectronics will con—
tinue to develop its business strategy steadily,
strengthen the competitiveness of our team,
and work tirelessly toward our next goal of
becoming the leader of the smart human—ma-—
chine interaction technology. Meanwhile, we
will fulfill our corporate social responsibility with
the concept of sustainable management, taking
into account of the company’s business and
social value, in order to exert greater economic,
environmental and social influences and create
more benefits for all stakeholders.

Chairman and President: |. H. Yeh




About this
report

STAKEHOLDERS' PRODUCT DESIGN SUPPLIER
Message from COMPANY CORPORATE AND CUSTOMER MANAGEMENT INDUSTRIAL ENVIRONMENTAL Independent
the Chairman GOVERNANCE MANAGEMENT AND RIGHTS AND AND RISK RELATIONS AND PROTECTION AND Assurance GRI Index
ENGAGEMENT INTERESTS MANAGEMENT PUBLIC SAFETY SOCIAL WELFARE Statement
1.COMPANY OVERVIEW

11 Company profile
1.2 Organization history

1.3 Operational performance

1.4 Government financial aid

1.5 Risk and opportunity

1.6 Supply chain

1.7 Precautionary approach and principle

1.8 Investor relations transparency

2018 2017 2016 . . « . « .
Honored with the "Distinguished Won the “Excellent Manufacturer Honored with the "2018 Innovative
Operating Revenue 8651430 7503967 6558033 Landscape Award”by the Hsinchu Innovation Product Award” Product Awards”by the Hsinchu
(NT$ thousand) o T T Science Park Bureau. honored by Hsinchu Science Park. Science Park Bureau.
Earnings Per Share
(EPS) (dollar) 410 208 157
R&D grant accounted in
operating revenue (%) 1% 1% 0% W 1 ’
S 0 9 o] (Y-
Received the “Workplace Health Won the 15th “Taiwan Golden Won the TTQS Bronze Medal PiXORD was awarded with the
Excellence—Gender Friendly Health Root Award-Industrial Technology from the Workforce Development “Smart Park Innovative Planning
Award” from the Health Promo- Special Contribution Award”. Agency for its Talent Quali— Award” by the Hsinchu Science
tion Administration, Ministry of ty—-management System. Park Bureau.
Health and Welfare.
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1 -1 Com pa ny PrOﬁ |e (102—1, 102-2, 102-3, 102-4, 102-5, 102-6, 102—7 )

Date founded: May 1994
Capital: NT$ 3,039 million (2018/08)

Main products: The Group is engaged in the develop—
ment, production, manufacture and sale of products
such as consumer touch control integrated circuits, NB
input device modules, network communications inte—
grated circuits, image processing integrated circuits,
security monitoring modules, etc.

Company address: 12 Innovation 1st Road, Hsinchu
Science Park.

ELAN Microelectronics is listed in March 2001, with
its headquarters located in Hsinchu Science Park,
Taiwan. To respond to an increasingly competitive
global electronics industry and to strengthen its global
layout, ELAN has currently set up a module manufac—
turing factory in Zhonghe District, New Taipei City,
dedicated in the design, development and production
of NB products; research and development bases in

ELAN, Headquarters ELAN, Shenzhen

Kaohsiung Software Park and Tainan; business and SN . S ELAN. Shenzhon (Suzhou office)
after—sales service centers in Shenzhen, Shang—  Laptop Business Center, Taipei - ShenZieniSUZoUlice
ELAN, R&D, Tainan ELAN, Shenzhen (Chongaing office)

hai, Suzhou, and Chongging in China; a shipping and
customer service center in Hong Kong; and a business
strategy planning center in the United States. With a

ELAN, R&D, Kaohsiung

headquarters based in Taiwan, ELAN creates new job ELAN, Shanghai ELAN Information Technology Group
opportunities every year and they continue to grow
with Company’s rapid growth in sales performance. By ELAN, Hong Kong

the end of 2018, the number of full-time employees
has reached 1,079. ELAN main sales markets include
Taiwan, China, Hong Kong, the United States and
Japan.
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Worldwide Locations

ELAN MICROELECTRONICS CORP. (Headquarters)

Address : No. 12, Innovation 1st Rd., Hsinchu Science
Park, Hsinchu 30076, Taiwan (R.O.C.)

Tel : 886-3-5639977
Fax : 886-3-5639966
Customer Service : webmaster@emc.com.tw

ELAN MICROELECTRONICS CORP.
NB Business Unit (Taipei)

Address : 5F., No.150, Jian Yi Rd., Zhonghe Dist., New
Taipei City 23511, Taiwan (R.O.C.)

Tel : 886-2-82263008
Fax : 886-2-82263138

ELAN MICROELECTRONICS CORP. (Tainan Design
Center)

Address : Rm. C2, bF., No.189, Sec. 1, Yongfu Rd.,
West Central Dist., Tainan City 70051, Taiwan (R.O.C.)

Tel : 886-6-2159977
Fax : 886-6-2131696

ELAN MICROELECTRONICS CORP.
(Kaohsiung Design Center)

Address : Rm. 602, 6F.—5, No.2, Fuxing 4th Rd.,
Qianzhen Dist., Kaohsiung City 80661, Taiwan (R.O.C.)

Tel : 886-7-5370105
Fax : 886-7-5370107

ELAN MICROELECTRONICS CORP. SHENZHEN, LTD.

Address : 8A Floor, Microprofit Building, Gaoxin South
Road 6, Shenzhen Hi—Tech Industrial Park, South Area,
Shenzhen, CHINA 518057

Tel : 86-755-26010565
Fax : 86—-755-26010500

ELAN MICROELECTRONICS CORP. SHENZHEN (Su—
Zhou Office), LTD.

Address : Room 302, Unit 1, Building 9, Ping Jiang
Wanda Plaza, Gusu District, Suzhou City, China 215001

Tel - NA
Fax : NA

ELAN MICROELECTRONICS CORP. SHENZHEN
(ChongQing Office), LTD.

Address : No.10-6, Chongging Normal University
Academic ExchangeBuilding, No.12, Tianchen Road,
Shapingba District, Chongaing 518057

Tel : 86-23-65415861
Fax : NA
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ELAN MICROELECTRONICS CORP. SHANGHAI, LTD.

Address : Room 703, No. 3, Lane88, Shengrong Road,
Pudong New Area, Shanghai, China 201203

Tel 1 86-21-50803866
Fax @ NA

ELAN (H.K.) MICROELECTRONICS CORP.

Address : Flat A, 19/F., World Tech Centre, 95 How
Ming Street, Kwun Tong, Kowloon, Hong Kong.

Tel : 852-27233376
Fax : 852-27237780

ELAN Information Technology Group.

Address : 20647 Celeste Cir.Cupertino,CA95014,USA
Tel : 1-408-366-8225

Fax 1 1-408-366-8225
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2018 2017 2016
DEC  Received the "Workplace Health Excellence - DEC  Pen—Emulated Finger—Pen—Concurrent Touch DEC  Smart-ID Solutions was conferred with the

DEC

DEC

DEC

DEC

DEC

OoCT

MAY

Gender Friendly Health Award" from the Health
Promotion Administration, Ministry of Health
and Welfare.

ELAN’s Extremely High Security Al Dual Biom-—
etric ldentification Solution was awarded with
the "2018 Innovative Product Awards" by the
Hsinchu Science Park Bureau.

Honored with the "2016 Science Park R&D Ac—
complisnment Awards" by the Hsinchu Science
Park Bureau.

For 14th consecutive years, ELAN was hon—
ored again with the "Distinguished Landscape
Award" by the Hsinchu Science Park Bureau.

Won the TTQS Bronze Medal from the Work—
force Development Agency Tor its Talent Qual—
ity—management System.

PiXORD was awarded with the "Smart Park
Innovative Planning Award " by the Hsinchu
Science Park Bureau.

ELAN's Corporate Social Responsibility Report
passes GRI Standards and AAT000 Class |l
Medium Assurance Level.

Won the 15th "Taiwan Golden Root Award
— Industrial Technology Special Contribution
Award".

JuL

JuL

JUN

Screen Solutions won the "Excellent Manufac—
turer Innovation Product Award" honored by
Hsinchu Science Park.

“2016 Corporate Social Responsibility Report”
has passed the GRI G4 guidelines and met the
AATO00AS Moderate Assurance Standard.

For thirteen consecutive years, ELAN was hon—
ored again with the "Distinguished Landscape
Award" by the Hsinchu Science Park Bureau.

Fingerprint Identification Smart Financial Card
won the "2017 Top 100 Great Innovation Prod—
uct Award" in 2017 Information Month — Con—
sumer Electronic Commodity category.

Forbes

“One of the Best Small
Enterprises in the World”
- Forbes Global
Magazine
7 ~
i
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DEC

JuL

JUL

Gold Medal & Silver Medal fr_om
National Invention Award Desig

10th “Industrial
Excellence Award”

"2016 Innovative Product Awards" by the Hsin—
chu Science Park Bureau.

Honored with the "2016 Science Park R&D Ac—
complisnment Awards" by the Hsinchu Science
Park Bureau.

Honored with the "Distinguished Landscape
Award" by the Hsinchu Science Park Bureau.

“2016 Corporate Social Responsibility Report”
has passed the GRI G4 guidelines and met the
AAT000AS Moderate Assurance Standard.

loT Nationa
with Presic
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1.3 Operational performance

Major management policy—Financial Per— Management strategy Performance in 2018 Corresponding to SDGs
formance

201 202 204 Other—1 Other—4 * At the end of each year, Elan group will * In 2018, there had been significant growth S ——
Other—6 Other—7 Other—9 Other—10 set operational objectives for the upcom- in revenue and profit in the touch industry ECONOMIC GROWTH

Policy and commitment

Elan’s board of directors and management
are committed to achieving operational goals
and continuously integrating the Group’s
core technologies. Focusing on convenient,
safe and healthy Smart Live industries, we
hope to create product advantages with
competitive technology thresholds while
committing to sustainable operation.

Resources

* Elan Microelectronics board of directors
consists of members with rich experience
in industrial and academic management.

e The average job tenure of the Elan
Microelectronics Management Team
(including president, executive vice presi-
dent, directors and deputy directors, etc.)
is 18 years. The team are all very experi—
enced in R&D, design, management, and
leadership.

e FElan Microelectronics strong R&D team.

ing vear, and keep track of the progress
through monthly performance meetings. If
performance falls under expectations, im-
provement measures shall be provided and
practiced to ensure all objectives can be
successfully achieved. These improvement
measures will also be put into consider—
ations when amending annual operating
plan.

* In addition to monthly senior executive
staff meetings, monthly and quarterly
MTR/QTR, MBR/QBR mestings are also
held to discuss future market and tech—
nology layout.

Medium-term and long-term plan

e Us on competitive products and widen their
applications, emphasizing on  differentiated
competitive strategies.

e Cooperate with lke-minded upstream and
downstream industry to create win-win part—
nerships.

and its related application products.

* |n addition to cooperation with specifica—
tions and platform developers, high val-
ue—added wafer products are also being
introduced into the main products of major
specification developers.

Highlights in 2019

e Enhance the penetration rate of touch
screen products and touch panel modules
on existing customers.

* Continue to develop various high—-demand
products and respond to the development
trend of the terminal market.

o
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Revenue and Profit Hit a New High

Under the multi—profit factors such as the introduction of
new client types, the increase in the penetration rate of
leading notebook customers, and the increased shipments
of high—priced touch pen wafer, this year’s revenue and
profit have hit a new high. Although the touch industry has
entered a mature phase in 2018, ELAN Microelectron—

ics has been growing its revenue by increasing the global
market share and the added value of the wafer.

In 2018, the revenue and profit of the
touch-related products both grew
significantly. By cooperating closely
with leading specification and platform
developers in the world, such as Micro—
soft, Wacom, Google, Huawei, etc., Elan
was able to obtain the latest information
and technology, and provide products
for these first—tier companies. Building
confidence in customers also aided in
the significantly increased penetration
rate of individual customers which led
the company’s global market share of
touch products (touch screen chip and
touchpad) to rise significantly as well.

Although the growth of the touch indus—
try has slowed down, the competition
among domestic and foreign manu-—

facturers is still heated. The market
bidding remains fierce, leading the
average selling price to decline.
However, with the advantages of
our wafer design and engineering
technology, Elan effectively reduced
costs and optimized the product set.
In 2018, the consolidated revenue
reached 8.65 billion NTD, an all-
time high, with an annual growth of
15.3%. Due to the continuous opti—
mization of products and their added
values, the consolidated net profit
margin was significantly better than
that of last year, maintaining a high
level of 46%. The consolidated net
income rate reached 20%, and the
pre—tax income surplus reached 1.87
billion NTD.

8

Direct economic value generated and allocated by the
organization (consolidated basis)

Year ltem

Operating Revenue
Gross Profit

Net Operating Income

Non-operating In—
come and Expense

Pre—Tax Income
Income Tax Expense
Net Income

Total Assets

Total Liabilities

Total Stockholders’
Equity

Earnings Per Share

2018
8,651,332
3,944177
1,730,288

139,780

1,870,068
338,366
1,531,702
9,803,147
3,220,389

6,582,758

4.16

2017
7,503,267
3,347,820
1,349,782

(87,521)

1,262,261
230,151
1,032,110
10,142,805
2,819,342

7,323,463

2.58

In NT$ thousand
2016

6,558,933

2,708,170
752,415

(27.525)

724,890
144,889
580,001
9,131,230
2,235,088

6,896,142

1.57

Note 1:The data are based on the consolidated financial statements of ELAN Microelectronics
and its subsidiaries. Some, including ELAN Information, ELAN Investment, Profit Technology,
Shanghai ELAN and Shenzhen ELAN, etc., are not covered in the scope of this report.

EMC 2018 CSR Report
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Consolidated Sales Table (consolidated basis)

Units: Thousand piece(Volume), NT$ thousand(Value)

Year 2018
Main product Domestic Export

Sales volume Sales value Sales volume Sales value
Consumer Touch IC 153,493 905,257 279,562 2,016,103
NB Input Device Module 974 70,134 78,295 5,446,095
oo e 157 35,054 109 73,508
Image Processing IC 47 57,835 62 6,726
S 2 39,550 2 1070
Total 165,097 1,107,830 358,030 7,543,502

Note: The data are based on the consolidated financial statements on Page 66 of ELAN

Annual Report 2018.
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Percentage of product export and domestic sales(2016~2018)

100%

80%

60%

40%

20%

0%
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87%

13%
.

2018

83%

7%
]

2017

82%

18%

2016

GRI Index

B Export
sales

B Domestic
sales
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Distribution of economic benefits (individual)

In NT$ thousand

Interest
Employ- Pay- Account
Compan Revenue Operating | ee’s Sal- ments or Payable to | Dona-
pany Costs aries and Dividend the Gov- tions
Benefits Distribu— ernment
tion
ELAN 8,432,996 | 4,925,610 | 1,636,063 1,120,016 329,151 14,633
Metanoia 109,127 83,607 83,092 2,746 0 0
Avisonic 64,584 45,521 42,633 1,710 0 0
PIXORD 42,074 34,293 27,754 187 0 0
A 740691 | 499,551 12518 0 0 0
(HK.)
Total 9,389,472 | 5,588,682 1,802,060 1,124,659 329,151 14,633
Note 1: The data are based on the individual financial reports of ELAN Microelectronics

Note 2:

Note 3:

Note 4:

Note b:
Note 6:

and each entity.

Operating Costs: Include operating costs and operating expenses but exclude em—
ployees’ salaries and benefits, donations, depreciation, and amortization.
Employees’ Salaries and Benefits: Include salaries, bonuses, insurances, and pen—
sions. Exclude wages for temporary labors, such as consultants, physicians, etc.
Interest Payments or Dividend Distribution: Dividends are given out as 2017 cash
dividend.

Account Payable to the Government: Current income tax expenses.

Donations: Donations to charities, non—governmental organizations, research insti—
tutes (does not include business development or campus recruitment, etc.).
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1.4 Government financial aid

Company
Name

ELAN

PIXORD

Total

Note: Avisonic, Metanoia,

in 2018.

Type

Financial
rewards

R&D grant

Waived

Financial
rewards

Government
Organization

Hsinchu
Science Park
Bureau

Industrial
Development
Bureau

National Tax—
ation Bureau,
Ministry of
Finance
Hsinchu
Science Park
Bureau

and ELAN HK.

Financial aid from(2016~2018)

170,000
60,000
50,000
40,000
30,000
20,000
10,000

0

EMC 2018 CSR Report

41,625

2018

[tem

Innovative Product
Awards

R&D Accomplishment
Awards

Grant for innovation
and optimization
project

Tax reduced or
waived

Innovative Planning
Awards

In NT$ thousand

Amount in
2018

350

350

6,300

34,525

100

41,625

Description

Accountant
verified

Accountant
verified

did not receive financial aids from the government

60,394

2017

In NT$ thousand

60,317

2016
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Defined entities within the organization

In addition to ELAN's parent company, this report also covers the consolidated financial statements of all listed entities within the corporate organization. The report focuses on disclosing the ones
with greater consolidated revenue, larger numbers of employees, company registration certificates and located in Hsinchu headquarters.

ELAN
Microelectronics

100% 74.93% 63.60% 49% 96.78% 100%

100%

Avisonic Metanoia . PIXORD
2 . 2Rl Technology Communications CE'pEIR Corporation CFong Ylfe
Information Investment Corporation Incorporated Technology p orporation
X
6.06% T 4.27% T O.60%T

Power Asia

- Included: ELAN Microelectronics, Avisonic Technology Corporation, Metanoia Communica—
tions Incorporated, PIXORD Corporation, and ELAN H.K.

100% 100% (D Excluded: Elan Information, ELAN Investment, ChipER Technology, Fong Yue Corporation,

Power Asia, ELLAN Shenzhen, and ELAN Shanghai.

ELAN ELAN
Shenzhen Shanghai

Note: Fong Yue has completed the liquidation in January 2018.

1
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1.5 Risk and opportunity

With regards to the potential
financial impacts and other
risks and opportunities that may
be brought by climate change,
ELAN monitores the climate
change in Taiwan and overseas,
and continuously pays close
attention to new issues related
o global environment. Areas we
especially concerned not only
include ELAN's plant areas, but
gradually extended to locations
of our supply chains as well. By
doing so, we hope to closely
monitor the possible risks of

commodity supply shortage. On
the other hand, consider the
disclosure of related statistics

by government agencies in the
future, ELAN began implement—
ing greenhouse gas examination
in 2014 and has set the average
electricity consumption per per—
son to be decreased by 1% as a
Key Performance Indicator (KPI).
As for the disclosure of the ISO
140641, due to its 2018 revision
on greenhouse gas inventory, the
company will further evaluate the
feasibility of this standard.
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1.6 Supply chain

Since ELAN is a professional IC CModuIe Supply Chain)
and module design company, wafer
production and post—production
are all outsourced. Therfore, it is
crucial to have a smooth coop—
eration with our supply chains. To Module
do so, we continue to maintain
partnerships with domestic and
foreign wafer manufacturers, as
well as upstream and downstream
packaging and testing manufac—
turers, in order to be competitive in -
the market. Meanwhile, we closely C IC Supply Chain )
cooperate with other supply chain
vendors such as touch panel, LCD
panel, NB assembly factories, etc.,
to ensure smooth product ship—
ments and long—term partnerships
with our customers. The Group’s
local procurement ratio of 2018 is
68.6%.

Design
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Supply Chain
Company name ELAN Metanoia Avisonic PiXORD Elan H.K.
Number | 2= | Number | TS | Number | O™ | Number | ST | Number | 1ONST
Supplier Type of action of action of action of action of action
. Amount . Amount . Amount . Amount . Amount
suppliers (%) suppliers (%) suppliers (%) suppliers (%) suppliers (%)
c Local 38 73% 7 100% 10 100% 9| 100.00% — —
Commodity M- 9] 27% 0 0 0 0 0 0 - .
ported
Local 97 63% 1 95% 401 99.50% 108| 99.40% — —
Module—
Commodity | IM- 31| 37% 1 5% 2| 050% 6| 060% - .
ported
Other services 602 — 136 107 — 85 — 28 —

Notel:
Note?2:
Note3:

Note4:

IC-Commodity includes cutting, mask, packaging, wafer and testing suppliers.
Module—Commodity includes PCB, SMT and commodity suppliers.

Other services: such as transportation, labor costs, development costs, security, insurance, contract maintenance, food
expense to the suppliers, etc.

Local: Refer to the location of the group. ELAN, Metanoia, Avisonic, RIXORD are established in Taiwan, and ELAN H.K.
in Hong Kong.
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ELAN Microelectronics 2016~2018 Annual
IC/Module—commodity Purchase Ratio

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

68.6%

31.4%

W ocal

/1%

29%

W Imported

68.4%

31.6%

2018

2017

2016



: STAKEHOLDERS' | ~ PRODUCT DESIGN UL INDUSTRIAL ENVIRONMENTAL Inde
pendent
About :\IS ’\t/l"]essct:f:]g? from COMPANY Gc(glii{?\liﬁ:E MANAGEMENT AND | A0 SUSTEMER D RS RELATIONS AND PROTECTION AND Assurance GRI Index
repo e Chairman ENGAGEMENT INTERESTS MANAGEMENT PUBLIC SAFETY SOCIAL WELFARE Statement

1.7 Precautionary approach and principle

SUSTAINABLE ~‘", B LS Elan Microelectronics is committe_d 1o support any

externally enacted economic, environmental and social
p )
DEVELOPMENT "“ regulations, principles, or other initiatives. In order for

all business activities to meet the latest external initia—
tives, regulations and principles, Industrial Performance
ﬁhEDAgA%ATTAET'}nN Management (IPM) is assigned to visit the GRI web—
site and Government regulations information website
frequently and gather the latest news on initiatives and
regulations. CSR committee also take requests and
suggestions from customers, government agencies,
community groups and stakeholders, review current
RESPONSIBLE operational compliance and take relevant measures
1 CONSUMPTION when necessary. For matters that do not comply with

NO ZERO GOOD HEALTH QUALITY
POVERTY HUNGER AND WELL-BEING EDUCATION

(({

GENDER
EQUALITY

DECENT WORK AND INDUSTRY, INNOVATION 1 0 REDUCED
ECONOMIC GROWTH AND INFRASTRUCTURE INEQUALITIES

1 SUSTAINABLE CITIES

AND COMMUNITIES

ANDPRODUCTION

the economic, environmental and social regulations,
m principles, or other initiatives enacted by the exteri—

or affairs, the company shall make our best effort to
improve in the shortest possible time to avoid any neg—
ative impacts to the stakeholder groups, the individuals,

i

CLIMATE LIFE BELOW 173 PEACE, JUSTICE PARTNERSHIPS O i i
13 ACTION 1 WATER 15 ON LAND 1 AND STRONG 17 FOR THE GOALS 5“"; the socio-economic and the environment
INSTITUTIONS '( ~ Elan Microelectronics provides customers with pro—
an fessional IC design service and has no direct contact
THE GLOBAL GOALS with the end—product consumers. The economic scale

For Sustainable Development

of Elan may not be significant enough to participate in
a dominant position, however, in response to custom-
ers’ requests, Elan had signed to comply with eco—
nomic, environmental and social regulations, principles
and other initiatives, and adopt relevant management
standards approved by the third—party certification
authorities, such as Responsible Business Alliance
(RBA), International Standard Organization enacting
environmental management standards (ISO 14001), and
United Nations Conference on Sustainable Develop—
ment Goals, etc.

15
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1 . 8 | nveStO r re | a-t i O n S tra n Spa re n Cy (Other 10-Investor relations transparenoy)

The Taiwan Stock Exchange announces on March 7, 2017 that starting in 2018, all domestic listed companies shall hold an institutional investors™ conference at least once a year (self-hosting
or invited), instead of once every three years as in 2015.
Elan Microelectronics has always hold institutional investors™ conferences cooperatively, as required. Besides conducting numbers of investor meetings (including one—-on-one or one—~to-many,
face-to—face communication, and real-time teleconference), ELAN also participates in forums invited by securities companies. Since 2012, we have been holding quarterly conference calls and
disclosing relevant news and financial information on the company’s website that investors may be interested in.
Actions we have taken to disclose information to investors:
1. Put up an “Investor Relations™ section on the company’s official website, contents include:

ELAN (1) Financial Information: Monthly revenue report, quarterly, semi—annual, and annual reports.

(2) Investment Column: Stock price information, dividend distribution over the years, shareholders’ meeting, investor conference, newsletter and contact information.

2. Published 15 related news.
3. Issued a total of 30 major announcements on the Taiwan Stock Exchange Market Observation Post System as required.
4. Released monthly sales reports (including key product development schedule) in both Chinese and English to simultaneously disclose the information to domestic and foreign investors.
5. Held an annual shareholders’ meeting on June 11, 2018.
6. Held quarterly conference calls on February 6, May 2, August 7 and October 30. Video files of the conferences were uploaded to Stock Exchange Wipro platform and the company’s website.
7. Held 96 investor conferences with domestic/foreign investors and analysts. These include one-to—one or one-to—many, face—to—~face communication (securities forums are included) and
real—time teleconference.

Metanoia 1.Private entity. ’ _
2.Held an annual shareholders” meeting on June 6, 2018.

Avisonic 1.Private entity. ’ .
2.Held an annual shareholders” meeting on June 6, 2018.

. 1.Private entity.

e 2 Held an annual shareholders’ meeting on June 6, 2018.

Elan : N

HK. Share the official website with the parent company.
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2.CORPORATE GOVERNANCE

2.1 Highest governance body

2.2 Principles of business ethics and integrity

2018 2017 2016
Combined revenue(NT$ thousand) 8,651,332 7,503,267 6,558,933
EPS(dollar) 416 2.58 157
Percentage of independent directors(%) 33.3 429 429
Listed company information disclosure evaluation level(%) 6-20 21-35 36-50
Selected as one of the "Taiwan High Compensation 100 Index" and "Taiwan 50 Index" companies by the Taiwan Stock Exchange.
No corruption occurred in 2018
Compliance of regulations and laws
Corporate governance regulations Environmental Social Product
NDIBRIEN 6 EameEn) EIS, No violation of water pollution prevention and
No violation of securities financial regulations. P P No child labors. No health and safety
: B : control law. o : :
Compliance No corruption incidents involved. o : No discrimination. regulations that violate
o : No violation of noise control law. L . ;
No violation of customer privacy or personal data Non-infringement of freedom of association. products and services.

Drotecionl s No violation of the waste removal method.

Maijor violations No violation No violation Hlan Microelectronics vioiated one of the labor laws No violation
J ‘ ' and was fined for 150,000 NTD. :

mprove extended working hours application system.
Strictly control the maximum limit of the working time, | No violation, hence no

and make sure any adjustments during the pay period | improvement measures.
are in accordance to the labor contract.

No serious incidents of freedom of association and
No environmental shock events have been filed, | collective bargaining.

processed and resolved through the formal No major complaints were found in the Employee
complaint mechanism. Opinion Box or on the External Website.

No labor disputes occurred

Improvement meas—
ures for the major | No violation, hence no improvement measures. No violation, hence no improvement measures.
violations

No cases of integrity and anti—corruption have
Complaint mecha— | been received.

nism management | The audit room did not receive major complaints
in 2018.

No complaints of violation
of product regulations.

Note: Major violations are violations that were fined for more than 100,000 NTD.
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2.1 Highest governance body e«

The Board of Directors is the highest governance body of Elan Microelectronics.
The eighth term of the Board of Directors consists of 4 directors and 3 inde—
pendent directors, whom were appointed by the Broad of Shareholders in June
2018, to hold office from 2018/6/11~2021/6/10. The Board of Directors also
authorized Chairman I. H. Yeh and Director Kuo-Lung Yen as the key members of
Elan’s management team. The Chairman determines Company’s future direction
and operating plans according to the decisions made in the board meetings, and
announces them to senior managers during staff meetings. The managers then
instruct the employees and the plans are carried out.
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4( Remuneration Committee )

( Audit Committee )

(CSR Committee )
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Composition of Elan and affiliates’ Board of Directors

Elan

Name

l. H. Yeh
(Yu Long Investment Corp.)

Kuo-Lung Yen

Chi-Lin Wea
(Tsung Long Investment Corp.)

Te—Chen Chiu
Hou-Ming Chen
Hsien-Ming Lin

*Mao-Kuei Lin

Title

Director
Director
Director

Director

Independent
Director
Independent
Director
Independent
Director

Gender

Male

Male

Male

Male

Male

Male

Male

Metanoia

Name
. H. Yeh
(ELAN Microelectronics Corp.)

Kuo-Lung Yen
(ELAN Microelectronics Corp.)

Dennis Liu
(ELAN Microelectronics Corp.)

Andy Wu
Didier M.H. Boivin

ELAN Investment Corp.

PRODUCT DESIGN
AND CUSTOMER
RIGHTS AND
INTERESTS

Title

Director
Director
Director
Director
Director

Supervisor

SUPPLIER
MANAGEMENT
AND RISK
MANAGEMENT

Gender

Male
Male
Male
Male
Male

N/A

INDUSTRIAL
RELATIONS AND
PUBLIC SAFETY

Avisonic

Name

. H. Yeh

Kuo-Lung
Yen

Dennis Liu

Vincent
Tao

Meng—
Chun Lin
Yong-Ren
Lin
Wen-Ya
Tseng

Title

Director
Director
Director
Director
Director
Supervisor

Supervisor

*Mao—Kuei Lin passed away in September 2018. An independent director is expected to be elected in the shareholders’” meeting in June 2019.
Note 1: Metanoia, Avisonic, and PIXORD are unpublished companies, so no independent directors have been set up.
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PiXORD

Gender Name Title

Male [. H. Yeh Director
Meng- .

Male Chun Lin Director

Male Qhumgfcm Director
Lien
Zong— :

Male : Director
Liang Yang

Male sen—xian Director
Zhang

Male VeTeReE Supervisor
Lin

Female Wen—va Supervisor
Tseng

GRI Index

Gender

Male

Male

Male

Male

Male

Male

Female
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Elan Microelectronics Directors’ trainings

Title

Chairman

Director

Director
Corporate

Director

Independent
Director

Independent
Director

Name

l. H. Yeh

Kuo-Lung Yen

Te-Chen Chiu

Chi-Lin Wea

Hsien-Ming Lin

Hou-Ming Chen

YY/MM
2018/07

2018/12

2018/05

2018/08

2018/09
2018/05
2018/10
2018/04

2018/05
2018/11

2018/09

STAKEHOLDERS'
MANAGEMENT AND
ENGAGEMENT

CORPORATE
GOVERNANCE

Organizer

Securities & Futures Institute
Taiwan Corporate Governance Association

Securities & Futures Institute

Taiwan Stock Exchange
Securities & Futures Institute

Taiwan Stock Exchange

Taiwan Academy of Banking and Finance

Taiwan Corporate Governance Association

Securities & Futures Institute

Taiwan Corporate Governance Association

Taiwan Corporate Governance Association

PRODUCT DESIGN
AND CUSTOMER
RIGHTS AND
INTERESTS
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Course Title

Initial Public Offerings Laws and Regulations for Listed Company

The Impact of Recent Company Law Amendments on Corporate Governance —
Starting with Disputes

2018 Annual Prevent Insider Trading Propaganda

Corporate Governance Forum for Listed Companies

The Following of Company’s Laws and Regulations and Supervisory Obligations
of the Directors

2018 ESG Investment Forum

Corporate Governance Workshop No. 36

Corporate Governance Workshop No. 37

Corporate Governance and Securities Regulations
Enterprise Financial Crisis Early Warmning and Type Analysis

The Role of Directors in the Process of Corporate Mergers and Acquisitions

The Impact of the Latest Company Law Amendments on the Company and the
Directors

The Impact of Sino—-Us Trade Friction on Taiwanese Enterprises and How to
Deal with It

Business Ethics and Anti-Bribery and Corruption

The Impact of The Latest Company Law Revision Trends on Corporate Govern—
ance, Interal Control and the Responsibility of Directors and Supervisors

EMC 2018 CSR Report
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Elan’s Chairman |. H. Yeh concurrently serves the post as President. Yeh is very familiar with Company’s state of operation, and has no difficulty in financing and
making business decisions. All directors and independent directors have finance and business—related experiences; among them, 2 corporate directors and 1 director are
shareholders, the other 1 director and 2 independent directors are not shareholders.

Elan Board of Directors convenes at least once every quar—
ter, with a total of 7 meetings in 2018 (3/8, 4/17, 5/8, 6/11,
8/7,11/8,12/21). The Board of Directors sets out econom-
ic, environmental and social standards in accordance with
relevant laws and regulations, and passes dividend distribu-
tion and investment cases.
The Board also makes important resolutions in conformity
with the law (Taiwan Stock Exchange Corporation Proce—
dures for Verification and Disclosure of Material Informa—
tion of Companies with Listed Securities) from the date of
the Board resolution, before the start of the next business
day transactions, to declare to the information website
management bulletin designated by the competent author—
ities. Except for meetings convened under urgent circum-—
stances, the contents and information of the meeting are
10 be drafted and provided along with an accompanying
notice to each director and supervisor, seven days prior to
the meeting.
The proceedings of the board meeting held periodically
include the following:
(T)Matters to be reported:

¢ Meeting minutes from the previous meeting and its

implementation

* Important financial business reports

e |nternal audit business reports

e Other important matters
(2)Matters to be discussed:

* Matters retained in the previous meeting

* Matters discussed in the current meeting
(8)Extempore Motion

o0

ELAN

Note: For the attendance of board members, please refer to Elan Annual Report P.11.
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Metanoia

1. Convened a total of 2 board meetings in 2018(3/7, 5/7).
2. The proceedings include the following:
(1) Matters to be reported:
* 1.Meeting minutes from the previous meeting and its
implementation
(2)Matters to be discussed:
* Matters retained in the previous meeting
» Matters discussed in the current meeting
(8)Extempore Motion

1. 1.Convened 3 board meetings in 2018 (3/9, 5/7, 6/6).
2. 2.The proceedings of the board meeting held periodically
include the following:

i Q
&

00 0o

1 I||

PiXORD
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(T)Matters to be reported:
* Meeting minutes from the previous meeting and its
implementation
(2)Matters to be discussed:
* Matters retained in the previous meeting
* Matters discussed in the current meeting
(8)Extempore Motion

1. 1.Convened 3 board meetings in 2018 (3/7, 5/7, 8/3).
2. 2.The proceedings of the board meeting held periodically
include the following:
(1)Matters to be reported:
* Meeting minutes from the previous meeting and its
implementation
e Other important matters
(2)Matters to be discussed:
* Matters discussed in the current meeting
(8)Extempore Motion
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Elan Remuneration Committee

To establish a fair remuneration and
profit—sharing system in the organiza—
tion that reflects employees’ individual
performances on their remuneration, the
first term of the Remuneration Com-—
mittee was set up in December 2010.

In June 2018, Elan re—elected the third
term of the Remuneration Committee
for the period of 2018/6/11~2021/6/10,
o assist the Board of Directors in
implementing and evaluating the over—
all remuneration policies and to further
improve enterprise business manage—

ment and promote economic benefits.
ELAN’s Remuneration Committee is
composed of 3 independent directors,
Hou—-Ming Chen, Hsien—Ming Lin and
Mao-Kuei Lin, and Hou-Ming Chen is
the convener. However, Mao—Kuei Lin
passed away on September 13, 2018, so
Rong-Da Zhong was elected as a new
member of the committee on November
8, 2018. None of the three members
holds shareholder rights or a position on
the management team.

The Remuneration Committee convenes
at least twice a year. The members of
the committee are independent and
qualified professionals as required by
the relevant regulations. Salaries of
directors and managers are determined
based on the current market quotation
within the industry (i.e., statistics derived
from related industries’” annual reports).
Meeting agenda are set by the conven—

er and when voting, the majority (more
than half) of the attending committee
members needs to agree to before a
proposal is passed. In another case, the
Committee chairman simply consults
with the members and if none objects,
the proposal is passed. It has the same
effect as voting. The results are an—
nounced right away and recorded in the
meeting minutes. Finally, the Remuner—
ation Committee submits the results

to the Board of Directors for further
discussion and approval.

The convener of the Remuneration
Committee will serve as the Committee
Chairman and representative. His/her
main responsibilities include:

1. Establish and regularly review the
policies, systems, standards, and

structure of the performance evalua—

tion for directors and managers.

EMC 2018 CSR Report

2. Regularly evaluate and establish
salary remunerations for directors and
managers.

3. Persuade the directors and manag—
ers to implement a competitive and
encouraging compensation system
that can attract and retain elites and
improve business performance.

Note: Metanoia, Avisonic and PiXORD are
unlisted OTC companies, hence have not
established remuneration committees.
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Elan Audit Committee

The purpose of the Audit Committee is
10 assist the Board of Directors in the
fulfilling and monitoring of Company’s
quality and integrity in the execution of
accounting, auditing, financial reporting
processes and financial controls. Ac—
cording to law of the Republic of China,
the members of the Audit Committee
shall composed entirely of independent
directors. The term of office for Elan
Audit Committee’s member is 3 years
and member may be re—elected for

a second term. The Audit Committee
should convene meetings at least once
a quarter, with no less than 3 members
in each meeting (one being the convener

and at least one needs to be specializing
in accounting or finance).

Elan Audit Committee was set

up in June 2015 for a period of
2018/6/11~2021/6/10. The Audit Com—
mittee is composed of 3 committee
members, Hou—-Ming Chen, Hsien-Ming
Lin and Mao—Kuei Lin, and Hou-Ming
Chen is the convener. However, Mao—
Kuei Lin passed away on September 13,
2018, so a new independent director

is to be elected in the shareholders’
meeting in June, 2019. None of the two
members holds shareholder rights or a
position on the management team.

[tems to be discussed are as follows:

1. Under regulations of Article 14—1 of
the Securities and Exchange Law,
establish or amend the internal con—
trol system.

2. Examine the effectiveness of the
internal control system.

3. Under regulations of Article 36 of the

23

10.

Securities and Exchange Law, set
up or revise the procedures for the
handling of major financial business
transactions involving acquisition

or disposition of assets, engaging
in derivative transactions, lending
of funds to others, endorsement of
others or provision of guarantees.

Matters that involve the directors’
own interests.

Major assets or derivative product
transactions.

Major capital loans, endorsement or
provide guarantees.

Raise, issue or private placement

of negotiable securities with stock
rights.

Appointment, dismissal or remunera—
tion of an accountant.

Appoint and dismiss finance, ac—
counting or internal audit managers.
Annual financial report and semi—an—
nual financial report.

EMC 2018 CSR Report

1. Other major decisions made by the
management team.

All of the above—mentioned subjects,
except for Item 10, should be approved
by the majority of all the members

of the Committee and before being
proposed to the Board of Directors for
approval.

For Item 10, if the majority of the
members disapprove of the subject, the
approval of two-thirds or more of the
members of the Board of Directors may
still get subject approved.

Note: Metanoia, Avisonic and PiXORD are
unlisted OTC companies, hence have not set
up audit committees,
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Corporate Social

CSR Management Committee

RGSpOﬂSlb' | |ty (CSR) Committee chairman: President

Committee vice chairman:Executive Vice President

Management Committee

Set up in 2015, ELAN Corporate Social Responsibility CSR Management Committee
ing strategic decisions that may have positive economic, Dept.(IPM)

environmental and social impacts. The CSR Committee

Chairman is the President of the company and Committee
Vice Chairman is the Vice President. An executive team led
by the Industrial Performance Management Office (IPM) is RBA promoting organization

set up by the committee. Four other teams including La—

bor-Management Relation & Public Safety, Environmental
Protection & Social Welfare, Supplier Management & Risk
Management, and Product Design & Customer Rights are
also set up to promote all matters regarding corporate

Industrial Performance Management
Dept.(PM)

Independent
Assurance GRI Index
Statement

social responsibility and ensure all operational activities

are in line with the requirements, regulations and requests K \ K \
from the government, customers, society and stakeholders. Labor/ Environmental

Corporate Social Responsibility management systems and Management Protection
related initiatives have already been approved by the Board Relations Social Welfare
of Directors on April 21, 2015. The committee aims to add Public Safety Quality Reliability
social responsibil[ty policies as one of the indicators for T T e Assurance Dept.
each department s performance and will review its effec— Management (HPM) ezl
tiveness in monthly quality meetings. Public Resource Dept S
Management Dept.

In early 2018, as brand customers requested, Elan imple—

mented RBA 6.0 (Responsible Business Alliance Code of (IPm)

Conduct). We have added RBA promoting organizations K J K J
under the framework of the Corporate Social Responsibili—

ty Committee to ensure that Elan and our suppliers provide

a safe working environment, the employees are respect—

ed and dignified, and the relevant business activities are

responsible for environmental protection and comply with

commercial/ethical standards.
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2.2 Principles of business ethics and integrity .. .

Major management policy—integrity management
201 202 205 419 Other-8

Policy and commitment

Upholding integrity, practicing business transparency, and tak—
ing responsibility are parts of Elan’s business philosophy. We
develop policies based on integrity and build a good corporate
governance and risk control mechanism to create a sustain—
able business environment. Elan swears that Elan will perform
its business in accordance with the management standards of
the major aspects of compliance, namely, securities regula—
tions and internal transactions, corporate governance, intellec—
tual property rights protection, fair competition, environmental
protection, safety and health regulations, and other labor
regulations.

Resources

* Set up Human Performance Management Department to
be in charge.

» The company’s website has a “Reporting Mailbox™ for
employees and outsiders to report or file a complaint
anonymously.

Management strategy

e Adhering to Corporate Governance Best-Practice Princi—
ples for TWSE/TPEX Listed Companies — Ethical Corpo-
rate Management Best Practice Principles, Elan has set
up an effective governance structure and relevant ethical
standards. The Human Performance Management Depart—
ment was designated to be in charge of the practice.

» Nevertheless, “Reporting Mailbox” and “Employee Com-—
plaint Procedures” are also set up for employees and
outsiders to report or file a complaint anonymously.
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Medium-term and long-term plan

Promote the concept of integrity management, strengthen the
sense of anti—corruption in employees, customers, and suppli—
ers, implement Company’s anti-corruption policy to completely
eliminate the occurrence of illegal business practices, and
make Elan Microelectronics a socially responsible and ethical
enterprise.

Performance in 2018

¢ Mandatory anti—corruption courses and online assessments
are added to the new employee training.
* No corruption cases were reported in 2018.

Highlights in 2019

e Anti—corruption courses are digitized and updated regularly

Corresponding to SDGs
1 PEACE, JUSTICE

AND STRONG
INSTITUTIONS
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In 2014, ELAN Microelectronics Board of
Directors introduced operating systems
including the Integrity Management

thiness, and transparency. It has estab-
lished a reporting system in charge by
the head of the Industrial Performance

Organization, professional association, union and academic institution the Group

communicates and cooperates(2018)

Operational Procedure, Integrity Conduct ~ Management Dept. (IPM). If there is Company Organization Name Member | Remarks
Guide Specification, Integrity Practices a violation of the company’s financial Name
Specification, Ethical Behavior Speci— system and affects the accuracy of the The Allied Association for Science Park Indus— | o 12 Commitiees
fication, and Personal Data Protection company’s financial reporting, the pros— tries
I\/Ianagement Measures. Presiderjt Office  ecutor shgl\ report it with names using Friends of the Police Association °®
was assigned 1o e@cut_e, supervise ?m the following methods: Chinese Professional Management Association President I. H. Yeh be—
confirm of the revision, implementation, '  Hsinchu (CPVAH) o ng a direct
explanation, consultation service and the  1- Address: Report Box 12 Innovation orrenen ng a director
briefing and digitalization of the system Road, Hsinchu Science Park SINOCON Industrial Standards Foundations o
gwd_es. In addition, report to the board 2.E-mail: CSR@emc.com.tw Elan ey Y— °
of directors when any business opera— 3.Direct report line: 03-5639977 trans—
tion—related adjustments are made. fer to the IPM supervisor NTU System-on-Chip Center, SOC (]
In the case where ELAN personnel are The person handling the report shall Taipei Tech Elite Union o
directly or indirectly offered or promised state in writing the confidentiality of the _
by someone with money, gifts, servic— identity of the informant and the con— Global Research & Industry Alliance L
es, preferential treatment, hospitality, tent of the report. The company also Consortium of ESD Protection Technology for | o
entertainment or other benefits. such promises to protect the prosecutor from Circuits and Systems
offers or promises must be returmed or improper treatments due to the report. Metanoia | /1€ Allied Association for Science Park Indus— | o
rejected regardless of the position, duty N 2018, no violations of corruption had tries
or relation of the offeror. Such incidents ~ 0een reported. Avisonic The Allied Association for Science Park Indus— °
i i tries

should a\sp be immediately r,eported Elan has set up Ethical and Credible : . )
1o supervisors and Company s relevant Management Codes, as well as other PIXORD The Allied Association for Science Park Indus— °

' ' ’ tries
gggartmerjt 'Z K’. tie ‘?forme,d i,s vell relevant integrity codes and standards,

TS received without recipient s con- and an external communication mailoox. ~ Elan HK.[N/A N/A N/A

sent should be returned to sender within
three days of the date of receipt. If re—
turning the unsolicited offer is not pos—
sible, the relevant departments should
be asked to deal with the situation. After
evaluating the nature and value of the
gift, the department may take appropri—
ate actions such as donation or disposal
after notifying the President.

Elan Microelectronics is engaged in
commercial activities based on the
principles of fairess, honesty, trustwor—

Employee training workshops were also
given in 2015 to facilitate implementa—
tion of the integrity management policy
in order to actively prevent dishonest
behaviors. So far, the committee has
not detected any corruption case that
violates business integrity. From 2018
onwards, new employees’ training
session will include an anti—corruption
digital course and the course will be
updated regularly.
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In 2018, no violations of corruption
had been reported.
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3.STAKEHOLDERS' MANAGEMENT AND ENGAGEMENT

3.1 Important stakeholder and material aspect identification

3.2 Stakeholder engagement

Topics — Aspects — Management Approach — Indications

STEP 3
VALIDATION

Sustainability Materiality Completeness REPORT

Context Stakeholder Inclusiveness

/ Sustainability C Stakeholder )
Context Inclusiveness
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3.1 Important stakeholder and material aspect identification

Identifying Material Aspects and
Boundaries Oow, 102-40, 102-42 )

Integrate internal and external topics
based on the principle of stakeholder
inclusiveness. External topics include
local or global sustainable development
and development of semiconductor and
IC industry status, etc. Internal topics
include stakeholders’ needs and expec—
tations, Company’s sustainable devel—
opment strategy, objectives and depart—
ments’ key performance indicators (KPI),
etc.

In accordance with the nature of the
company, the collected topics will be
categorized into the 33 consideration
aspects plus 7 “Other” based on GR
Standards. A total of 40 topics. Each
department then evaluates whether
these 40 topics will impact the enti—
ties within or outside the organiza—
tion. Among them, 33 topics are to be
selected and put into a questionnaire
to gather stakeholders’ opinions on the
degree of impact and concern toward
these topics.

In accordance with routine business
operation, ELAN’s CSR Management
Committee, along with other affiliates’
representatives have listed a total of

65 relevant stakeholders and classified
the nature of them into 14 categories
based on the basic principles of AA1000
STAKEHOLDER ENGAGEMENT
STANDARD 2015. Then, evaluate their
responsibility, tension and influence and

928

come up with comprehensive scores
that will screen out Company’s internal/
external stakeholders. A total of 324
degrees of concern gquestionnaires are
issued. At the same time, Company’s
seniors and department managers de—
gree of impact questionnaires are also
given out.

After the implement secretary collects
the assessment results from each de—
partment, she/he will then evaluate each
assessment in accordance with “De—
pendency”, “Tension”, and “Influence”
category. A score of 2.52 or above is
considered “highly apprehensive”, while
a score of 2.17 or higher is considered
“highly impactful.” The “nighly appre—
hensive” and “highly impactful” can be
summed up in 32 consideration aspects.

After accounting managers’ expecta—
tions and the material aspects defined
by internal and external stakeholders,
and gaining agree from the vice chair—
man of the Corporate Social Re—
sponsibility Management Committee,
GRIZ03, GRIZ05, GRI306, Other—8 are

EMC 20[8 CSR Report

added into consideration, and GRI412 is
removed. A total of 35 material consid—
eration aspects, / categories of internal
and external stakeholders within the or—
ganization are confirmed. This process
is to ensure that the report is reason—
able and evenly describes Company’s
impacts on economy, environment, and
society. Ultimately, provide a way for
stakeholders to evaluate the Company’s
performance.

Due to the fact that this report adheres
o core principles in selecting items for
disclosure, each material aspect expos—
es at least one indicator. Hence, except
for the other categories and the sin—
gle—indicator aspect which are exclud-
ed from the assessment, indicators all
other material aspects are forwarded
10 a designated unit for further evalua—
tion. The assigned unit reviews whether
the material will impact the compa—
ny’s internal and external organization,
provides ratings on the degree of the
impact (if any) and the degree of con—
cemn, then defines 58 major indicators
that will be covered within the scope of
the CSR report.
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Material aspects

Degree of impact 2.52
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Impact boundaries of material aspects | 102-47, 102-46

Affiliates Affiliates
Material Aspect / Stakeholder Meta— Material Aspect / Stakeholder Meta—
ELAN noia Avisonic | PIXORD | ELAN H.K. ELAN noia Avisonic | PIXORD | ELAN H.K.
1 Economic performance v v v v v 19 Child labour v v v % v
2 Market image v v v v v 20 Forced or compulsory v . " Y v
Economy LLabor
3 Procurement practice v v v v v o1 (HAERSH &I y , , , ,
N =T pIe v = o o Society |22 Customer health and safety | v v v v v
o Commodity 5 5 5 5 ! 23 Product and service labeling | v v v v v
0 Energy v v v v v 24 Customer privacy v v v v v
7 Water and effluent v v v v v Compliance of social and
& economic laws ! ! ! !
Environ- |8 Emission v v v vV v
ment 26 Customer engagement v [ [ [
9 Waste % % % v v
: . 27 New product development | v { { {
Compliance of environmen—
10 v v v v v
tal laws 28 Supplier strategy v ° ° °
Supplier environment eval— !
1 Lation { { { o9 ngrat\onal performance ° ° °
indicator
12 Employment v v v v v
30 Care for gmployees and ° ° °
" Labor/management rela~ | , , , , their families
tions Other 91 Industry—University Cooper— y ” ” y
Occupational health and ation Program
4 safet : : b b b Participation in public
' = servicep ’ ° o o
Society |15 Training and education v v v v v
Employee diversity and 33 Risk management % [ [ [ J
16 o v vV v v I
equal opportunities Product contribution to
4 world trends v ° ° °
17 Non-discrimination v v v v v )
Investor relations transpar—
Freedom of association and 35 enc v v v v
18 i o v v v v v Y
collective bargaining

V Information newly disclosed. @ Information disclosed.

30
EMC 2018 CSR Report




About this Message from COMPANY CORPORATE
report the Chairman OVERVIEW GOVERNANCE

Material aspects on the value chain 103-1

Material Aspect / Stakeholder

1

Econo- 2

my 3
4
5
6
7

Envi-

ron-

ment 9
10
1
12
13
14

Society |15
16
17
18

©: Had an impact

Economic performance
Market image
Procurement practice
Anti—corruption
Commodity

Energy

Water and effluent
Emission

Waste

Compliance of environmen-—
tal laws

Supplier environment eval—
uation

Employment
Labor/management rela—
tions

Occupational health and
safety

Training and education

Employee diversity and
equal opportunities

Non-discrimination

Freedom of association and
collective bargaining

Supplier

Agent

Customer

O]
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Other
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Material Aspect / Stakeholder

Child labour

Forced or compulsory
Labor

HEmEAEEME
Customer health and safety
Product and service labeling

Customer privacy

Compliance of social and
economic laws

Customer engagement
New product development

Supplier strategy
Operational performance
indicator

Care for employees and
their families

Industry—University Cooper—
ation Program

Participation in public
service

Risk management
Product contribution to
world trends

Investor relations transpar—
ency

ENVIRONMENTAL
PROTECTION AND
SOCIAL WELFARE
Supplier | Agent
@
O] ©
©
0]
©
0] ©
©
O]
O]
O] ©
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Statement

Custom-
er

O]

© o 6 ©

©

GRI Index

Leading plat-
form manufac-
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3.2 Stakeholder engagement oo

To pursue a sustainable development of the company, understanding
stakeholders’ point of view is crucial in achieving transparent com-
munication and building important future references. In addition to the
communication during routine business operations, an external contact
mailbox is also provided on Company’s website as an effort to stay in
touch with the stakeholders.

Stakeholder Concerned topic Communication channel Communication frequency Responsible unit
Society—Employment e Employee satisfaction survey Annually IPM Dept
Society-Labor/management relations * Operational & Labor/management meeting Monthly CSR Report Committee
Society—Occupational health and safety e Employee suggestion box Anytime

Employee Society—Training and Education e Stakeholder survey Annually
Economy—Economic Performance » New recruit/on-job trainings and education Monthly/non-scheduled

e Individual performance interview Every six months
e Department meeting Non-scheduled
Economy-Economic Performance General shareholder: Investment Relations Office
Social-Employee diversity and equal opportunities ¢ Shareholder’s meeting Annually
Other—Risk management * Annual report Annually
Other-New product development * Major announcement Anytime
Other—Supplier strategy e Company website Anytime
Other—Compliance of social and economic laws *  Stakeholoer survey Annually
Shareholder Society—Investor relations transparency * Spokesperson Non-scheduled
Corporate shareholder:
e Company visits Anytime
* Corporate seminar Quarterly
* Spokesperson Anytime
* Annual report Annually
Economy—Economic performance e Phone/E-mall Anytime Sales—related units
Other—Risk management e Stakeholder survey Annually CSR Report Committee
Affiliate Ecohomy—Anti—corruptipn -
Social-Employee diversity and equal opportunities
Society—Employment
Society—Employee salary and benefits
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Stakeholder Concerned topic Communication channel Communication frequency Responsible unit
Other—Supplier strategy e Company website Anytime Sales Department
Other—Customer satisfaction * Phone/E-mail Anytime QA Sales Department
Society—Customer health and safety e Satisfaction survey Every six months CSR Report Committee
Other—New product development e Stakeholder survey Annually
Customer * External mailbox Anytime
Society—Customer privacy e Company website Anytime Sales Department
Economy-Anti—corruption * Phone/E-mall Anytime QA Sales Department
Agents Other—Compliance of social and economic laws e Satisfaction survey Every six months CSR Report Committee
Other—New product development e Stakeholder survey Annually
Society—Customer health and safety e External mailbox Anytime
Economy—Economic performance e Company website Anytime Development & Planning
Economy—Anti—corruption * Phone/E-mail Anytime Department
Other—Compliance of social and economic laws e Qutsourcing meeting Monthly QA Department
Suppliers Other—Risk management e Supplier audit Anytime CSR Report Committee
Other—New product development e Supplier conference Every six months
e Stakeholder survey Annually
e External mailbox Anytim
Other—Customer engagement * Project meeting Anytime Market Planning Department
Other—New product development e Company visits Anytime Sales Department
Other—Business performance indicators *  Phone/E-mall Non-scheduled R&D Department
Other—Risk management e Company website Non-scheduled CSR Report Committee
Society—Investor relations transparency e Stakeholder survey Annually
Leading platform | Society—Labor/management relations e External mailbox Anytime
manufacturers | Society—Customer privacy
Other—Supplier strategy
Society—Customer health and safety
Society—Employment
Society—Occupational health and safety
Society—Training and Education
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4.PRODUCT DESIGN AND
CUSTOMER RIGHTS AND
INTERESTS

4.1 Customer relationship and cooperation with leading platforms

4.2 A sound patent system that encourages employees to innovate new products

4.3 Knowledge management system that accelerates the efficiency of new product technology integration

contribution in relation to world’s trend

Number of Microsoft Windows certificates obtained 2,243 (including 536 Touch Digitizer Certifications)

Number of fines imposed for violations of health and safety regula— 0
tions regarding products and services

Number of industry—university cooperations 7

The global market share of touch pad module and chip is over 35%. World's second
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4.1 Customer relationship and cooperation with leading platforms

(Other 1-Customer relation involvement )

Nowadays, IC design companies in Taiwan have dif—
ferent objectives. In the past, whenever a new product
rose up in the US market, companies in Taiwan rushed
to catch up with the new technology in order to meet
the US market demand. Now that Taiwan’s IC design
industry has risen, we begin to play a role in creating
new markets instead of just being a follower.

Innovators can be divided into two types: there are
those that lead specification makers and those that
participate in common development. To play an in—
novator role, a country needs to have a large enough
market scale. As Tor now, manufacturers in Taiwan are
able to lead and participate in the writing of specifica—
tions in NB, Tablet, Smart Phone, TV peripherals and
man-machine interface products. In 2018, Elan Micro-
electronics mass produced 291 sets of new product
solutions.

Elan understands and has been actively involved in

the certification process of Microsoft and Google.

In addition to researching related information, con—
ferring with Microsoft and Google personnel, visiting
MSDN-related websites (Public), and ensuring certifi-
cations is up to date, Elan also assists Microsoft and
Google in testing and providing data and suggestions
as reference before the specifications of a certification
is determined.

Take Microsoft’s release of Windows 7, Windows 8,
Windows 8.1, Windows 10 certifications for example,
before the certifications were issued, Elan assisted
Microsoft in confirming the test specifications and
provided technical advice. Once the certifications were
issued, Elan quickly helped its customers pass the

touch certifications. From 2014 to the end of 2018,
Elan assisted 55 brands (including single submission),
a total of 1,185 projects, in achieving 2,243 the Touch
Logo Certification, 536 of which were Pen Digitizer
Certifications.

Elan TouchPad Solution can simultaneously support
self—sensing and mutual—-sensing functions. Unlike
other competitors, facing the stringent requirements
of Google Chrome OS, some of Elan’s test items have
even exceeded Google Chrome’s standards. In addi—
tion, though Elan TouchPad Solution has been listed
on Chrome Authorized Vendor List (AVL), we still pay
regularly visits to the Google team in United States
and Taipei, to make sure our TrackPad Solution is
keeping up with the evolution of Google Chrome. With
strong R&D team, good supply chain management
and service, Elan earned customers’ trust. In 2018,
Elan shipped 11 million pieces of Trackpad solution for
Chromebook NB.

Since Elan’s successful collaboration with Google/
ASUS on NEXUS 7 tablet, Elan R&D capability has long
been affirmed by Google. Hence, when the new gener—
ation of Chromebook was designed, Elan participated
in the Google specification discussion, and collaborat—
ed with first—tier NB manufacturers. Elan has made a
breakthrough from the past Taiwan IC designer’s role,
an epigone or a follower of specs, and transformed
into a specification joint—-maker. With synchronized
research and development, and Elan’s practical ex—
periences with mass production, products are able to
be synchronously released, grasping market opportu—
nities. This is also why Elan Chromebook Solution has
become a successful Google’s strategy partner.
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In 2015, Microsoft released a new generation of
operating software, Windows 10. Due to the close
relationship with Microsoft, not only do Elan’s
Smart—Touchscreen and Active Pen Solution support
the touch solution of Windows 10 operating sys—

tem, they were also the world’s first to be certified

by Windows and Microsoft Pen. The market share of
Elan’s Smart—Touchscreen ranks first in the world, and
Capacitive Active Pen Solution has also become one of
Elan’s main products.

In addition to working with specifications and plat—
form developers, high—value add—on wafer products
are also being introduced into the main products of
major specifiers, especially those two—-in—one notebook
products of the specific brands. As the main platform
or specification leaders often have a wide range of
marketing channels around the world, this will help
raise the value and volume of Elan’s products and drive
the growth of the operation.

The Pointing Stick (PST) module products are prof—
iting in 2018. With only a single customer, Lenovo
Group in America and China, the annual sales still grew
nearly 30% largely due to manufacturers’ promotion
of commercial notebooks. In addition to continuously
expanding the penetration rate of existing customers,
the company is also fully committed to developing US
customers. We expect this product to be mass—pro—
duced in the upcoming year.
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4.2 A sound patent system that encourages
employees to innovate new products

("other 2-New product R&D )

To encourage employees, Elan set up Numbers of patent applied and granted(2016-2018)
Intellectual Property Right & Legal De— _

partment, a unit dedicated to set gener— 100 W Applied W Granted
ous bonus system for those who invent 85

a new product. By putting forth a new 30

innovation that has a market value and

meets the eligibility requirements pre— 60 48

scribed in the Domestic and International . 42

Patent Law, an employee can apply for 40 30 31

patent awards according to Elan Patent o I I 7

Management Regulation, and submit .

a patent application to protect R&D 0

achievement. The Intellectual Proper— 2018 0017 2016

ty Right & Legal Department currently
holds regular meetings and gives bonus—
es to those that pass the initial review.

It an application has been approved

and a patent is granted, another bonus
will be given as an appreciation to the
developers. Elan’s sound patent system
effectively gives employees a sense of
achievement, making this energy of cre—
ativity flows endlessly.

To protect the company’s intellectu—

al property rights internationally, after

careful evaluation of Elan R&D person—
nel, patent applications are written and
professional attorneys are brought in to
assist in applying for patents in plac—

es such as the United States, Europe,

China, etc.
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4.3 Knowledge management system that accelerates the efficiency of
new product technology integration oo

Effectively reutilize the accumulated technology capa—
bilities, and accelerate the efficiency of new product
technology integration. Since 2014, the flow has guided
the way to standardize development process of new
products. Utilizing Elan’s high degree of electronic op—
eration, reference series documentations, consolidation
of reference information areas and product develop—
ment, various systems are combined into a single por—
tal for new product proposals/development/verification
process standardization. Since the launch of the online
Knowledge Management System in February 2008, as
of December 31st, 2018, up to 345,025 visitors logged
in, and the number of files uploaded reached 48,515.

Setup of Knowledge Innovation Mechanism—-Knowl—
edge Management and Innovation

e Community
e Forums
* BI(Business Intelligence)

Setup of Knowledge Learning Mechanism—-Knowl—
edge Management Circulation with Added Value

e Planning Area

e E-leaming

e Project Review

e Experts Yellow Pages

e Establishment of Operating(R&D)Process

Setup of Knowledge Sharing Mechanism-Knowl—-
edge Collection and Recycling

» KM(Knowledge Management)Portal \Website
e Document Management System

e Personal specialized Area

* Department Folders and Bulletin Board

The implementation of the Knowledge Management
System is divided into 3 stages, each stage has its own
objectives and tasks.

First Stage

The goal of the first stage aims to form a culture of
sharing. The Information Department focuses on the
establishment of knowledge— sharing mechanisms, so
that the knowledge gathered can be used again. At
this stage, the main contents are file management and
information.

Currently, the company set up systems including
knowledge management portal site, document man—
agement system, personal specialized area, depart—
ment folder, and Bulletin Board.

Second Stage

The second stage aims to move toward and become

a learning organization. The information department
focuses on the building up of the Knowledge Learning
mechanism that allows knowledge circulation and along
with the added values. At this stage, the main contents
are experts and project management.

Currently, the company set up systems including spe—
cialized planning area, E-learning, Project Review, work
(R & D) process, and expert’s the Yellow Pages.

Third Stage
The third stage aims to form a culture of innovation,
and the focus of the Information department is on the
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establishment of knowledge innovation mechanism. At
this stage, the main contents are community manage—
ment and information for making strategic decisions.
Currently, the company set up systems including pro—
ject management, Project review, community discus—
sion boards, forums, and Business Intelligence System.

Industry—university cooperative project

Elan Microelectronics continues to cultivate auton—
omous technology, and pays close attention to the
academia and technology development trends, as well
as the dynamics of the industry, Elan regularly looks
for related professors and their research realms. At
any time, in response to company future development,
maintain a free—flowing communication channel within
the industrial and academic circles. Moreover, when
entering a new industry or field, we will first conduct
an internal inventory of our own technological capacity,
then consider the time demands, and look for relevant
technological cooperative partners. If there are suitable
partners, will reach out to them. After the two par—
ties confirmed their willingness to cooperate, an NDA
(Non-Disclosure Agreement) will be signed to protect
intellectual property rights, ownership, and contracts.
Elan is committed to the commercialization of the
results of industry—university cooperation, creating

a win—-win situation. In 2018, Elan carried out seven
industry—university cooperative projects with industry
experts and the academic professors at National Chiao
Tung University, National Taiwan University of Science
and Technology, and Yuan Ze University. Metanoia,
PIXORD, Avisonic and Elan H.K. have no relevant co—
operation plans.
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4.4 PrOdUCt Contribution in relation tO World,s trend (Other9—Productcomtribuﬂon inrelatiomtowor\d’strend)

Due to many reasons such as the ex—
tended life cycle of smartphones, the
high penetration rate of many large
markets, political and economic uncer—
tainty, and the rising price of smart—
phones, market demand has slowed
down. According to IDC latest research,
global smartphone shipments reached
1.4 billion in 2018, an annual decrease
of 4.1%. On the other hand, TrendForce
notebook shipment report shows the
total number of shipments in the first
three quarters of 2018 reached 121
million, but it is expected to decrease
1.9% in the fourth quarter because

of the shortage of CPUs. Therefore,
the shipment of notebooks in 2018 is

expected to be 162.9 million units, an
annual reduction of 0.13%.

In order to respond to the rapid changes
in the overall economic changes and

the all-time competitive industry, Elan
continues to invest a large amount of
research and development expenses, as
well as engineering human resources in
the technical improvement and appli—
cation of touch and biometrics. None—
theless, Elan also invests in artificial
intelligence (Al) technology to strengthen
product functions and reduce costs.
With major orders from global manu-—
facturers of all first-tier brands, Elan’s
2018 shipments on Touch NB chips
exceeded 17 million sets, ranking world’s
first in market share with an annual
growth rate of 20% and a market share
of 60% and more. In addition, more
than 2 million smartphone chips, 4 mil—
lion tablet chips, and 7 million fingerprint
identification chips were shipped. Facing
strong competition from the market,
Elan still made an all-out effort.
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At the same time, Touch Pad Mod—

ule and Chip, another major product
mainly used in notebook computers,
currently has a global market share of
over 35%, ranking second in the world
and continuing to achieve the goal of
becoming the world’s first. To enhance
the competitiveness of our customers
in the international market, we continue
to improve chip characteristics such

as single chip, high voltage, low noise? ’
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”

and low power consumption to achieve
better performance. In 2018, the total
shipments exceeded 66 million units,
an annual growth of 16%. The addition
of touch screen chips and touchpad
dies and chips has built up Elan’s major
revenue and profit.
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4.5 Product and service labeling cramzan

RELATIONS AND GRI Index
PUBLIC SAFETY

Major management policy—green product management
Other-8
reports.

. o

Policy and commitment

In order to protect manufacturers, users, and the earth, Elan
has established strict standards for the raw materials used in
the products from a wide range of reference/adoption of in—
ternational hazardous substances standards. To ensure that our
products are safe for people and the planet, Elan will continue
to comply with environmental regulations and customer require—
ments by providing green products that meet the requirements
of environmental management substances and establishing a
complete Hazardous Substance Process Management System
that brings awareness to the employees. In addition, we will urge
suppliers to actively cooperate, in hope to enhance customers’
confidence in the use of green products.

Resources

* Recruit hazardous material management professionals

e Set up Hazardous Substance Process Management System
1o effectively manage the ingredients and analysis reports
of suppliers” materials

Management strategy

* |n accordance with the international hazardous substance
standards, amend the relevant provisions of the “Hazard—
ous Substance Process Management Process Require—
ments”, require supply chains to set effective management,
prohibit/restrict the use of chemical substances, and place
auxiliary materials used in the process under green product
control.

* The Non—Conflict Minerals Policy has been formulated. In
addition to Tantalum, Tin, Tungsten, Gold, an additional
element — Cobalt has also been added for evaluation and
control.

* Advocate Non—Conflict Minerals Policy on annual supplier
conferences and declare that Elan is both Hazardous Sub—
stances Free and Conflict Free.

*

L

Medium-term and long-term plan

Performance in 2018

Highlights in 2019

Reduce environmental damage
Improve product/brand awareness
Prohibit conflict minerals

Curb the development of conflict areas
Consider a product, a supply chain can include alter
materials into Elan’s Hazardous Substances Me
Requirements ;
Manage indirect materials/auxiliary materials
duction to avoid the exposure of green produ
Substances

Incorporate the Hazardous Substance Proce
ment Process Requirements into Montreal
100% complete rate of supplier’s sunvey on

als — Tantalum, Tin, Tungsten, and Gold
No violations of information and labeling of proc
service or other health and safety regulations =

-

Require supply chain to digitize the use of ODs
Conflict Minerals Cobalt is included in the 2019 Supply:
Chain Survey, and supplier surveys recycle 100%
Investigate the use of auxiliary materials in the supply chain
(recovery rate needs to be 100%)

Establish a system of auxiliary materials

Include auxiliary materials into the Hazardous Substance
Process Management Process Requirements

No vi%ions of information and labeling of product and
service'or other health and safety regulations

4
2
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Elan wrote our Hazardous Substance Management Program Book based on international, industrial and customer standards for the prohibited/restricted use of hazardous
substances. The Book is also used as the standard to manage the prohibited /restricted chemical substances use of our suppliers in order to strictly control all products,

spare parts, materials, and to mest international, industrial and customer standards.

Elan Microelectronics Standards for the prohibited

use of hazardous substances

Customer standards

e Import into Elan
Customer Green
Standards System

International laws and
regulations
e RoHS
e REACH

Elan Hazardous
Substance Standards
setup process

Verify the updates of
international laws with
qualified laboratories

Supplier Hazardous

Substance Management

System

1. New project’s test
report upload

2. The updates of test
reports

EMC 2018 CSR Report

1.

Customer product confirmation submission process

Supplier confirmation/
Sign Elan Standards for
the prohibited use of
hazardous substances

Submit customer
required chemical
substance inspection
form (including test

report, ingredient chart,

and declaration form.)

2. Upload chemical

substance inspection
onto the customer’s
website

GP TEAM confirms
the accuracy of the
chemical substance
inspection form
submitted by the
supplier
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¢ Include Hazardous Substance Management on the

portal site: Codevelop the Green Product Manage—
ment System with the MIS, integrate green product
into the system, and have the QRA-GP personnel to
keep current the information from time to time.

Annual educational trainings: Each year, Elan con—
ducts trainings on harmful substances to educate its
internal staff and external suppliers.

Pay attention to global environmental issues in the
electronics industry and publish them on the GPMS.

Keep track of the areas of conflict minerals, recon—
firm the sources of the minerals used in the supply
chain, and publish them on the GPMS.

Labeling: When shipping, check whether the prod—
ucts are qualified to be affixed with relevant Green
Logo labels (RoHS, SONY, without any Green logo
label) on the carton boxes.

Clear indications of the products’” usage and lim-
itations on Product Specifications: For TP module

Elan Microelectronics
Green Product

Management System
GMPS

specifications, in addition to the basic spec., di—
mension, and general descriptions, products should
have a descriptive interface on applications and
connector pin setting instructions to avoid design
errors. Operating ranges such as maximum with—
stand voltage, current, temperature, etc. will also be
labeled clearly.

Up until 2018, there are no offences leading to huge
fines or related violations of products and services
information regulations.

Subsequent disposal of the products and its envi-
ronmental and social impact:

1. At present, Elan is scrapping the subsequent
disposal of the product in order to reduce environ—
mental hazards. For in—stock products, the Quality
Assurance Department has implemented the Haz—
ardous Substance Control System and QPN System
to store related information on RoHS, MSDS (Mate—
rial Safety Data Sheet), HF (Halogen—free), REACH,
and Conflict Mineral provided by the suppliers.

¢ (50 to Elan Microelectronics Document System to Tfill
out a GP document application. QA will then handle
the application and return related documents back
to the customer.

e Copyright infringement: When cooperating with a
new customer, an NDA (Non-disclosure Agree—
ment) needs to be signed. Elan Legal Department
will provide a standard document, or the other party
can provide their own document. After reviewing the
document, both parties should sign if there are no
objections.

» Customer complaints: Agent/customer returns the
NG sample and Tills out a customer complaint form
which can be found on Elan official website (under
Customer Service System). Elan will then analyze
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the sample determine responsibility. Finally, a Tailure
analysis report will be submitted.

—If it is Elan’s responsibility, make preventive meas—
ures and improvement plans.

—If it is Customer’s responsibility, assist the custom-—
er in understanding real causes and improve quality.

RBA and CSR Investigation: Units in charge should
respond to the customers according in answering
company related questions.

. New materials will go through BOM (Bill of Mate—

rials) management. BOM has Green Product rating
requirements; Elan purchase orders also contain
Green Product rating requirements.

. To safeguard personnel’s health and environmental

safety, Elan shall comply with customer require—
ments for chemical substances. Therefore, when
designing products, material selected shall all be

in accordance with the designated Green Product
specifications. Suppliers are also strictly required to
limit or ban the use of harmful chemicals, and pro—
vide MSDS, SGS Verification Reports etc., for Elan
to recognize and admit these materials. Multiple
inspections and verifications are also done to once
again ensure the safety of all chosen materials.

In 2018, there are no offences leading to huge
fines or related violations of products and
services information regulations.
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Elan Basic Requirements Index

RoHS

Halogen-free

Packaging
Materials

Substance name

Lead and Lead compounds(Pb)

Cadmium and Cadmium compounds(Cd)
Mercury and Mercury compounds(Hg)
Hexavalent Chromium compounds(Cré*+)
Polybrominated Biphenyls(PBB)
Polybrominated Diphenyl Ethers(PBDE)
Di—2—ethylhexyl Phthalate(DEHP)
Benzy! Butyl Phthalate(BBP)

Dibutyl phthalate(DBP)

Diisobutyl Phthalate(DIBP)

Cl(Chlorine)

Br(Bromine)

Cl(Chlorine)+Br(Bromine)
Cd+Pb+Hg+Crb+

Limited value

When using electroless nickel plating or electroless gold plating, the coating result has a lead content of more than 800 ppm.
1. 1.The permissible concentration limit of lead in paint is less than 90 ppm; and less than 800 ppm in solder.

2. 2.The permissible concentration limit of lead in plastic (including PCBs), rubber, coatings, and inks is less than 100 ppm.
3. 3.The permissible concentration limit of lead for all other materials is less than 100 ppm.

Applications: Plastic (including PCBs), rubber, coatings, inks, and the permissible concentration limit for all other materials is<? ppm.
ND

ND

ND

ND

ND

ND

ND

ND

<700 PPM
<700 PPM
<1000 PPM
<70PPM
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4.6 Customer service
and customer rights

Elan has established entity stronghold layout and internet
marketing in Shenzhen, Chongaing, Suzhou, Shanghai,
Hong Kong and the United States. Aside from the bas—
es, it has separated customer service, strategic planning
and management centers. The company’s website in both
Chinese (Simplified and Traditional Chinese characters)
and English also provides the latest information on the
industry and the company, product catalogs are updated
on a regular basis as well. Setting up this website ex—
poses the brand and allows consumers around the world
to quickly obtain product information. Nonetheless, the
design of the website also gives the brand personality.
Having no borders on the internet, Elan is able to connect
with our consumers all around the world, thus strengthens
the brand loyalty.

Elan provides our customers with a full range of commu-—
nication channels through the Customer Service website. It
enables customers to effectively control the status of the
bilateral cooperation, manage and track important projects
and application programs, and access relevant market
information. Customer satisfaction surveys also help the
company in gaining customers’ feedback and perfecting
the quality of our customer service. Such value—added
service makes the company an even more ideal coopera—
tion partner with scope and efficiency. Not to mention its
asset in strengthening relationships with existing custom-—
ers and developing new customers.

In addition to prioritizing customer requirements for the
perfection of a product, we value the success of our
customers as they are, in some ways, our success too. We
exert continuous efforts in building long—term partnerships
with customers, and are committed to providing the best
service, increase customer satisfaction and become a
trusted partner. We conduct regular customer satisfaction
surveys to ensure that customer needs are understood
and properly addressed.

4.7 Customer privacy protection

All'levels of personnel in the company are well-in—
formed and understand the importance of trade
secrets. To be trusted by customers with great confi-
dence is essential for a company to achieve an out—
standing performance. By implementing Company’s
existing regulations and having company—wide support
from all employees, no complaints on customer privacy
violation or loss of customer information are received
from 2014 to the present.

* President’s declaration: Through Company’s internal
bulletin, the President exhorts all colleagues to fully
implement confidentiality of customer information in
order to increase and affirm the client’s trust.

e Non-Disclosure Agreement: Cooperative develop—
ment plans between Company and customers are
covered by Non-Disclosure Agreement (NDA). By
signing an NDA, the spirit of cooperation is re—
spected. The client’s requirements must be met and
the mechanisms of bilateral cooperation and trade
secrets have to be maintained.

e Adhere 1o integrity management and set the code
of conduct: The company has established integrity
management operating procedures and execution
guidelines with its implementation delegated to the
Intellectual Property Right and Legal Department,
which committed in dealing with trade secrets.

The department manages the development, im—
plementation and monitoring of company in—house
trade secrets. It is also responsible for the effective
safe—keeping and preservation of the trade secrets
to ensure their sustained confidentiality. Meanwhile,
all employees are required to strictly Tollow the rel—
evant trade secret rules against divulging company
confidential information.

43
EMC 2018 CSR Report

e Prototype Management Control System: In
order to promote the efficiency of product de—
velopment during R&D process, the customer’s
prototype is usually brought back to Company
premises. The company has established a Pro—
totype Management Control System where an
engineer is assigned to oversee the safety and
confidentiality of the customer’s prototype.

¢ Website access control of cooperating man-—
ufacturer’s: If a company wish to access to
Elan’s customer service or outsourcing inter—
active website, it needs to ask for permission
from the relevant units first. Only after the
access application is approved and an account
number is provided, can such company be al—
lowed to access Elan customer service website.

With extensive experience in mass production,
Elan has become one of the leading innovators
on the touch controller IC industry supply chain,
and is involved in the specifications development
with well-known brands on products such as Intel
Ultrabook, Microsoft-Win 8 and Google Nex—

us 7. From IC technology development, product
manufacturing (OMD plant) to mass production
implementation, Elan’s worldwide supply chains
provide products at compstitive prices in the
shortest time possible and fast services that
meet customers’ requirements. Each department
works closely together to offer global integrated
logistics, shorten delivery lead time and increase
the rate of meeting customer order requirements
and inventory turnover. At the same time, Elan
will further exert efforts in reducing inventory and
transportation costs.
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4.8 Customer Satisfaction Survey

Major management policy — product quality and customer
satisfaction 416, 417, 418

Policy and commitment

Putting the customer first, valuing customer satisfaction and
meeting customer expectations are essential to Elan’s sustain-
able operation. With 1-2 satisfaction surveys per year, we can
understand customer needs and improve product service quality.
By mesting the customer needs, we can win their trust and be—
come a long—term partner of theirs.

Resources

e Sales Department, full-time Quality Assurance Department
staff

e Customer service and customer satisfaction survey page
on the company’s official website

Management strategy

e FElan Microelectronics conducts online surveys annually on
customer satisfaction of our key customers or agents of
each product line. Customers and agents rate Elan of its
delivery period & quantity, IC quality, customer service &
complaints, technical services, sales services and many
other items. Score and response rate of the surveys are in—
cluded as KPls of the Sales Department. Finally, the results
are submitted to the relevant departments for review.

Medium-term and long—term plan

Continuously improve customer satisfaction and create a
win-win situation for leading manufacturers, customers, Elan,
suppliers, and agents.

Performance in 2018

e Customer satisfaction response rate of 83%
» Customer satisfaction score is maintained at 80/100 points
and higher

Highlights in 2019

e Continuously improved response rate and scores

* By setting response rate and score as annual key perfor—
mance indicators (KPIs), the overall customer satisfaction
and the company’s competitiveness increased.

Corresponding to SDGs

1 PARTNERSHIPS
FOR THE GOALS

&
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Elan conducts e—Customer Satisfaction Survey twice 4. 2018 Elan Microelectronics (Hsinchu) Customer Department
a year with various product lines” key customers and Satisfaction Survey results: Review item in charge Solution
agents. The survey s categorized into areas such as e Elan Microelectronics (Hsinchu) Customer Satis— A
Delivery and Quantity, IC Quality, Customer Service and faction Survey. In 2018, a total of 86 surveys were Shared material: Import
Customer Complaint, Technical Services, Marketing sent, and the resp onse, rate was 100% two or more manufactur—
Services, etc. The results of the survey are submitted : ) 5 ers to compare price.
to related departments for further analysis. Since 2014 * In 2018, Elan achieved a 100% response rate on Exclusive supplier parts:
the Company has included the overall response rate ’ our customer satisfaction survey. In the upcoming Bargain according to the
and the score received on the Customer Satisfaction year, we will continue to cooperate and commu- FUTEES? el GRSTeling) mees=

Survey as a part of the department’s KPI items (this
policy is also applicable to Elan Hong Kong).

nicate with with customers, and provide the best
product technical and sales services as possible.
Customer requirements and recommmendations

are viewed as highest priority at Elan Microelec—

Product price

dures.
Customer—specified ma—
terials: Purchase accord—
ing to that specified by
the customer.

ELAN tronics.
Sales Volume purchasing to cut
1. Elan conducts the Customer Satisfaction Survey 5. Elan Microelectronics (Zhonghe) Customer Satisfac— down prices.
both in the middle and toward the end of each year tion Survey. In 2018, a total of 45 surveys were sent, tock a reasonable amount
as evaluations of Elan products and services from 30 were collected and the response rate was 6/%. Response to urgent | Production | of shared materials with
customers’ perceptions. Items included in the statis— orders Planning long delivery period, in
tic are as follows: For the three items with the lowest score, the Sales case of urgent orders.
e Customer Satisfaction Surve Department will discuss with the relevant department A
y head for improvement measures. Work deadlines are set for
° D|Ssat|sﬁed “[ems the engineering manpow—
: ) er. Should there be any
* Sales / Technical Service s delays, direct supervisors
» [ffectiveness of the countermeasures will take the initiative to
) ) ) ) ) intervene.
2. Emphasize on the items with low satisfaction and P
. ) roblem/ RMA .
propose corrective and preventive measures. Sales Processing Upon receiving of a prob-
personnel have to understand the reasons for cus— Sales lem, notify relevant units
tomer dissatisfaction, make improvement actions 0 at once for resolutions.
and confirm the effectiveness of the countermeas— /0 A new manager is added
ures. QA to China base to serve

3. CSR-related topic was added in the 2018 Customer

Customer Satisfaction  Customer Satisfaction

Satisfaction Survey to evaluate customers’ satisfac— Survey Survey
tory on the information Elan disclosed in the CSR Averaging 80 or Respond rate 83%
report. The topic is as follows: Does the informa— above

tion disclosed on the corporate social responsibility
report satisfy customer needs?
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customers in a timely
manner.
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Elan Microelecronics (Hsinchu) 2016—2018 Customer Satisfication Surve

W Score B Respond rate H2016 MW2017 MW2018

100% 100%
100% 5.00 Quality of the product

Delivery period

RMA processing 4:00

88 80%
86 60% Problem handling Response to
urgent orders
84.5 84.5
84
84 40%
Problem
Technical
8o 50% response speed support
80 0% Attitude of the sales Sample delivery
2018 2018 2017 2017 2016 2016 representative efficiency

Sales Techincal Sales Techincal Sales Techincal
service service service service service service

Product price
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Metanoia

Conduct an e-Customer Satisfaction Survey on its
clients and agents every year. The survey focuses on
sales, R&D, Technical Support, Quality of Produc—
tion Management, supplier, and overall. The results of
the survey are submitted to relevant departments for
review.

According to this year's Customer Satisfaction Survey
results, average scores in Sales and Technical Sup—
port increased significantly compared to last year. The
increase in Sales was probably due to Sales person—
nel’s periodical communication with the customer on
product delivery period and regular visits of PM. As

for Technical Support, Project NRE had been added

in 2018 to asset customers on customization needs.
Compared with the results of the 2017 survey, it shows
that the overall performance of the company in 2018

has clearly improved, and the existing service stand—
ards have also been well-maintained.

PiXORD

Conduct an annual e—Customer Satisfaction Sur—
vey with its major customers and agents. The survey
covers areas such as Product Design, Order Delivery,
Customer Service and Complaint, Technical Service,
Sales Service, etc. The results of the survey are later
submitted to relevant departments for review.

Compared with the results of 2017, the score in the
Satisfaction with the Overall Service has increased,
especially in Personnel’s Service Attitude and Main—
tenance Speed. Scores in Product Packaging Method
and Product Delivery Period have slightly reduced and
need to be strengthened. PIXORD hopes to enhance
the company’s personnel training on market trends, so
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that it can develop products simultaneously with the
market trends. Nonetheless, the company will continue
to maintain the high service quality of its personnel and
improve its overall shortcomings such as accelerate
the delivery period and coordinate with customers to
create a win—win situation.

Avisonic

Conduct an annual e—Customer Satisfaction Survey on
its major customers and agents. The survey focuses on
areas including Sales, R&D, Technical Support, Pro—
duction Management Quality, Agent, and the Overall
Performance. The results of the survey are submitted
to related departments for review.

The survey was sent to the five main customers of
Avisonic in 2018. Our company sent out the Custom-—
er Satisfaction Surveys in April 2019 and successfully
collected all of them within two weeks. For the analysis
of the 12 questions on the survey is shown in the chart
above. A customer suggested Avisonic to provide more
new products and education trainings for operating
software tools. In response, the company arranged en—
gineers to travel to China on May 13 to 17 to introduce
customers to the complete systematic new products
and hold educational trainings on operating software
tools.

The results of this year's Customer Satisfaction Survey
will be reviewed by internal departments and we will
strive to grasp the product requirements of the tar—
get markets. Last but not least, by enhancing product
specification accuracy, shortening product specifica—
tion evaluation and R&D time, and improving product
and service quality to meet customer demands, we will
do our best to create a win—win situation.



5.SUPPLIER MANAGEMENT AND RISK MANAGEMENT

5.1 Supplier strategy
5.2 Key Performance Indicator, management process optimization, and electronization

5.3 Risk management

Critical Supplier Survey: 100% of the suppliers had signed Supplier Social
Responsibility Commitment and Business Ethics and Code of Conduct.

69% of Elan's suppliers are from Taiwan.
92.7% KPI achievement rate throughout the company.
Quality System Risk Assessment results: 100% low risk

100% of the environmental/safety and health risk management items have
been proposed and improved.

EMC 2018 CSR Report
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51 SUpp| |er Strategy ("308-1, 308-2, 103-2, Other—Supplier Strategy )

Major management policy — sustainable supply chain 414
Other-3 308 204 Other-8

Policy and commitment

Suppliers are important partners of Elan Microglectronics. Elan
follows the Code of Conduct for Responsible Business Alliances
as a supplier environment and human rights management policy.
It promises to promote the quality and delivery of the overall
Supply chain in addition to the promotion of corporate social
responsibility. The supply chain has been urged to attach im-
portance to human rights, environmental protection, health and
safety, strengthen supplier ESG (Environmental, social and gov—
ernance) management, and cooperate to develop a sustainable
supply chain.

Resources

Under the CSR Committee, an RBA Promotion Team (Mem-—
bership Performance Management Office, Human Perfor—
mance Management Department, Quality Assurance Depart—
ment and Public Resources Department) will be established.

Management strategy

e Annual supplier audit

* Annual Supplier Conference
* Monthly outsourcing meeting
» Stakeholder Questionnaire

PRODUCT DESIGN SUPPLIER
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Medium-term and long-term plan

Elan Microelectronics hopes to become a long—term partner of
coexistence and co—prosperity with our suppliers. In addition
to taking into account the quality, delivery period and price of
suppliers” products, the company has established a “Corpo—
rate Social Responsibility Management System and Promotion
Plan” in accordance with the Responsible Business Alliance
Code of Conduct (RBA, formerly known as EICC). We expect
suppliers to focus on ethics labor & human rights, environment,
health & safety, and management systems, fulfill their corpo—
rate social responsibility, and do a good job on risk manage—
ment and operation plans.

Performance in 2018

* In 2018, the company introduced RBA training, and launched
RBA audit activities for specific brand customers at the end of
the year.

*  Significant suppliers have signed the “Supplier Social Responsi—
bility and Business Ethics Consent”.

Highlights in 2019

In 2019, the RBA Audit Annual Plan was established, requiring
suppliers to sign supplier social responsibility and business
ethics consent, and commit to comply with corporate social
responsibility, and acoept document/site verification for con—
tinuous improvement.

Corresponding to SDGs

1 PARTNERSHIPS
FOR THE GOALS

&
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Elan Microelectronics supplier strategy focuses on
ensuring the quality, price and delivery period our
suppliers provided are meeting Company’s needs.

The operation of the suppliers should coordinate with
Elan’s planning and development to stay competitive

in the industry. In addition to putting customer needs
first and perfect our products, we also value customer
success as it is also Elan’s success. With sustained
efforts to establish a far—reaching partnership with our
customers, Elan is committed to providing customers
with the best service, increasing customer satisfac—
tion, and becoming their long—term trusted partner.
Customer Satisfaction Surveys are conducted regularly
to ensure that customer needs are understood and
properly addressed.

In response to customer demands, we encourage
suppliers to match up to Company’s policies and
continuously require suppliers to comply with envi—
ronmental regulatory, provision of green products,
and ban the use of hazardous substances. For the
processing of raw materials, suppliers have to guar—
antee that their products are free of internationally
prohibited substances harmful to the environment and
ensure compliance with the GP Spec. requirements
of the customer, RoHS, REACH of the EU, and other
government requirements (e.g., Conflict Minerals
Survey). Questionnaires, performance evaluations, and
on-site audits are carried out to ensure a supplier’'s
quality, cost, delivery period, service, and goal setting
standards. By doing so, we hope to localize suppliers,
strengthen the supply chain, and finally, diverse risks.

PRODUCT DESIGN
AND CUSTOMER
RIGHTS AND
INTERESTS

SUPPLIER
MANAGEMENT
AND RISK

STAKEHOLDERS

In 2018, 90% of Elan suppliers participated in the online
Supplier Conference, and completed the follow—up
online tests as. Not only did we advocate Elan’s latest
Green Product Policy and give updates on Elan CSR
promotion progress, by holding this annual Supplier
Conference, we are able to further discuss the advocat—
ed topics and achieve common goals in Green partici—
pation and CSR promotion.

Whether the supplier provides a
CSR report.

Signed

Whether the supplier holds an
ISO 14001certificate.

NA
(agents)

INDUSTRIAL
RELATIONS AND
PUBLIC SAFETY

ENVIRONMENTAL
PROTECTION AND
SOCIAL WELFARE

Independent
Assurance
Statement

GRI Index

Since 2018, important suppliers in Taiwan and China
have been surveyed about:(1) Whether the supplier
provides a CSR report. (2) Whether the supplier holds
a 2015 1ISO 9001 certificate. (3) Whether the supplier
holds a 2015 1ISO 14001 certificate. (4) Whether the
supplier holds an OHSAS 18001 certificate. And the
results are as follows: 100% of Elan important suppli—
ers had signed Supplier Social Responsibility Commit—
ment and Business Ethics and Code of Conduct.

Whether the supplier holds an
ISO 9001 certificate.

No

NA
(agents)
Yes
Whether the supplier holds an
OHSAS 18001 certificate.
NA
(agents)
Yes
No

Note: The definition of an important supplier refers to a manufacturer that accounts for 80% of the company’s supplier
transaction amount.
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In addition to the existing evaluations, have our sup—
pliers sign the Supplier Social Responsibility Com-—
mitment and Business Ethics and Code of Conduct,
and confirm the validity of a supplier’s ISO 9001,
ISO 14001, OHSAS 18001, and ISO 45001. Current—
ly on Elan electronic document system, we've set
reminders for the suppliers on the validity of the
certificates. A supply chain partner will receive noti—
fications from the system when any of their certifi—
cates is expired.

Mechanism integrated into the organization’s supply
chain

Supplier management and evaluation methods are
defined in the Supplier Management Procedure and
Module Supplier Management Procedure. The Qual-
ity Assurance Department must carry out monthly
supplier evaluations, communications, and meetings;
conduct annual supplier audits on items including
quality system and management of hazardous sub-—
stances; and perform unscheduled inspections on
package reliability monitor, FT product yield control,
and abnormality management (production abnor—
mality management, incoming material abnormality
management, and major abnormality management).

In response to specific requirements of brand
customers, Elan began to introduce the Responsi—
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ble Business Alliance Code of Conduct RBA 6.0 in
early 2018. At the end of last year, some suppliers’
field audits were completed, and the improvement
progress was gradually monitored through monthly
meetings. From 2019 onwards, the annual RBA audit
plan for relevant major suppliers will be scheduled,
and RBA team members will be dispatched to follow
the existing annual supplier audit activities and
conduct environmental standards/social standards
related screening for suppliers. As for new suppli—
ers, the initial stage of the cooperation requires the
signing of the “Social Responsibility and Business
Ethics Consent” and the completion of the RBA-re—
lated forms as a basis for preliminary understanding
of the supplier’s social environmental standards/so—
cial standards, and then the Elan Supplier Selection
Procedure.
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2018 supplier audit results

Elan Microelectronics Hsinchu (Headquarters)

n 2018, a total of 22 suppliers have been audited on—
site, and all reached the qualified supplier evaluation
criteria of 80% or more. Looking at the audit results,
however, on Green system score, some suppliers are
unable to meet the overall Qualified Supplier Evaluation
Criteria. Although the suppliers meet the interational
standards, Elan’s requirements, and the requirements
of RoHS and REACH, they still need work on obtaining
the relevant documents and certificates. In the short—
term, the suppliers will provide corrective measures
within a time limit. In the medium and long—term, Elan
will continue to keep track of the preventive measures
provided by the suppliers, and their effectiveness.

Elan Microelectronics Zhonghe

Elan Zhonghe factory follows the Supplier Quali—

ty Management Procedure. To import new suppliers,
the R&D Department or the Purchasing Department
will first search for suppliers that best fit our needs.
Then, the Purchasing Department will convene the QC
and the R&D to conduct on—spot evaluations using a
“Trading Manufacturer Quality Checklist” and record
the results onto a “Material Purchase Request Form”.
Finally, the Purchasing Department will write down the
qualified suppliers up onto the “Qualified Suppliers
List”.

Elan Zhonghe factory employs the key supplier evalu—
ation & audit procedure to inspect raw materials, with
main focuses on PCB and SMT. In 2017, 1 supplier
received Garde A, 4 received Grade B, and 4 received
Grade C. As for 2018, a total of 8 PCB and SMT sup—
pliers were audited. Among them, 4 received Grade A,
and the other received Grade B. (Reduced transactions
with 1 supplier due to capacity problems, hence it had
not been counted as a key supplier in 2018.) On aver—

age, each manufacturer had improved significantly this
year. In the future, we will continue to provide guidance
to our suppliers through monthly audits and improve—
ment meetings, and urge suppliers to improve in order
to meet our requirements.

Metanoia

According to the Supplier Management Procedure, a
new supplier is Tirst introduced by the R&D Department
or the Purchasing Department based on their needs.
The manpower, facilities, equipment, and operations

of the supplier will then be examined through a formal
evaluation. Suppliers that meet the quality requirements
pass the first evaluation. Finally, the Engineering De—
partment, Quality Assurance Department, and Pro—
duction Management Department will conduct a final
on-site evaluation.

PiIXORD

According to the Procurement Management Pro—
cedures, types of suppliers to be evaluated include:
goods, processing, parts, and mechanical. They are
evaluated annually on their delivery and quality based
on the “Supplier Periodic Evaluation Form” on Elan
electronic document system.

Evaluation results & follow—ups:
©2018: 116 qualified suppliers and O unqualified sup—
pliers.

©2017: 108 qualified suppliers and 2 unqualified sup—
pliers.

The unqualified manufacturers were confirmed to have
a batch with packaging that does not conform to the
acknowledgment. Since this doesn’t affect product
function, their products are accepted.

©2016: 134 qualified suppliers and 2 unqualified sup—
pliers.
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The unqualified manufacturers were confirmed to
have a batch with labels that does not conform to the
acknowledgment. Since this doesn’t affect product
function, their products are accepted.

Follow—up assessment and inspection methods for
qualified manufacturers:

Based on the qualified manufacturer retumn records,
suppliers with a monthly return of three batches or
less are continue to be listed as qualified manufactur—
ers. In contrast, suppliers with more than three returns
are inspected and given a limited time to improve. If a
supplier has had no return history for three consec—
utive months, upon QA supervisor's approval, it can
be exempt from the inspection, and its products can
be delivered directly to the warehouse. However, one
batch of return will send the supplier back to normal
inspection procedures.

Avisonic

To remain competitive within the industry, ensure sup-—
pliers’ product quality and delivery period are meeting
the company’s requirements and develop qualified
suppliers, and perform on-site assessments regular—
ly. After the assessments, related departments have
to review and make necessary adjustments to make
sure the suppliers operate in line with the company’s
production planning and development. Based on the
return records, suppliers with a monthly return of three
batches or less are continue to be listed as qualified
manufacturers. In contrast, suppliers with more than
three returns are inspected and given a limited time

to improve. At present, all suppliers are ISO certified
companies. In 2018, no suppliers have had retumn re—
cords, meeting company standards.

ELAN Hong Kong

ELAN Hong Kong is an invoice and customer service
center. Therefore, no supplier—related evaluations have
been conducted.
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5 . 2 Key Per-fo rma nce | nd icato r, (Other 4-Management Key Performance Indicator, Other 2—New Product R&D )
Management process optimization and electronization

KPI average achievement rates for the past three years are as follows:

As of 2018, Elan has a total of 44 depart-
ments needed to set their Key Perfor—
mance Indicators (KPI) and a total of 407
KPIs were generated. Every year, heads of

Business Department failed to introduce
key customers, leading 1o a sales perfor—
mance lower than the standard. In addition
to proposing improvement measures, the

meve oo v each department are in charge of setting two Tactors were included in the 2018 KFI
100.0% department objectives for next year by the  for follow—ups.
96.3% end of December. After gaining approval o
from the president, projects are imported Management process optimization and
95.0% 94.5% ) into the department’'s KPl system early i electronization Other 2-New Product
R 92.6% the year. Department objectives should be ~ R&D
90.9% 91.2% annual goals that are feasible and meas—
90.0% 887% urable. Monthly quality meetings will be To ensure human difference and negli—
held by the Industrial Performance Man- gence are excluded during the execution
85.8% agement (IPM) for the president or quality of an operating procedure, all the standard
85.0% management representatives to review operating procedures have been elec—
82.7% KPI achievements of each department. For  tronicized. Management, processes and
I departments that are not achieving their procedures of the information system are
80.0% goals for the month/quarter/nalf—year, all strictly defined. From Elan self—con—
explanations and improvement plans are to  structed ERP system, R&D knowledge
be heard. management, information/data analysis
75.0% and feedback to decision—-making man—
_ The KPI rate of the Production Department  agement, the promotion of this highly
Production R&D Management significantly increased mainly because the  glectronic management reflects Elan’s

department changed the PST product
from the original gold processing to the
electroplating gold processing, which has
greatly improved the process yield. There—
fore, the KPI increased from 82.67% to
88.7%. the KPI rate of the management
unit was lower compared to 2016. The
decrease was mainly due to the fact that
the Financial Department failed to achieve
two KPlIs due to exchange losses; the
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emphasis on the process—oriented man—
agement. Consistent with the Company’s
entrepreneurial spirit, Elan makes every
effort to promote standardization.

A full range of information system and
e—platform that not only cover internal
systems, but also combine external cus—
tomers and outsourcing manufacturers.
As of December 31, 2018, there were a
total of 1,224 web applications and 1,750
electronic forms.
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5-3 RiSk Management (Other 8—Risk Mamagement)

With global business risks continue to rise, Elan em—
ployed relevant risk management assessments to help
reduce operational risks. The evaluation items are as
follows:

1. Quality/Environment/Safety System Risk Manage—
ment Assessment

2. Research & Development Risk Management — DF—
MEA

3. Financial risk management

4. Design implementation control and crisis manage—
ment procedure

Quality/Environment/Safety System Risk Manage—
ment Assessment

In 2018, Elan implemented ISO 9001, ISO 14001, and
OHSAS 18001 risk assessments which all take the form
of scale, calculations are as follows.

The scale is described as follows:

2018 ISO 9001 Risk Evaluation Chart

High risk

Medium risk

Low risk

178

isastrous risk

* [SO 9001 Risk Assessment:

Severity (0~4), Probability (0~4), Risk Level = Severity x
Probability.

Risk is categorized into 3 levels: High Risk (H), Medium
Risk (M), and Low Risk (L).

High Risk (H): Necessary actions must be taken to re—
duce risk.

Medium Risk (M) and Low Risk (L): Whether or not an
improvement is to be made depends on the effective—
ness or likelihood of the improvement.

ISO 14001 Risk Assessment:

Every year, the company conducts environmental
ingpections and risk assessments for projects with
environmental concerns. Then, develop management
policies according to the level of risks, conduct im—
provement operations, and review them at manage—
ment review meetings. A total of 194 risk assessments
had been carried out for ISO 14001 in 2018, and 5
environmental improvements were proposed. By the
end of 2018, all improvements have been made except
waste management of Elan Zhonghe which is expected
to be completed in September 2019.

In this formula, R=FxC=(O+D)x{l+S+L}

R(Risk Assessment)

F(Frequency): The frequency of an incident(1~10)

In this formula, F=0O+D

O(Occurrence): The probability of an incident(1~5)
D(Detection): The detectability of an incident(1~5)
C(Consequence): The severity of an incident (1~10)

In this formula, C=l+S+L

l(Impact): The scope of impact on the environment(1~ 4)
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L(Laws): Potential risks in laws and regulations(1~3)
S: The degree of impact on people, things and environ—
ment(1~3)

OHSAS 18001 Risk Assessment:

Elan conducts an in—plant risk assessment every year.
The Industrial Safety Office form a risk assessment by
convening staff working in different operations. Be—
fore the assessment, a group meeting is held. After
understanding the procedures and precautions of the
assessment, a risk assessment form is filled out. Then,
the Industrial Safety Office will integrate the data, and
send it to the relevant executives to evaluate the feasi—
bility. Finally, management representatives will do final
confirmation before conducting the assessment. During
this period, If the stakeholders propose other sugges—
tions, an Occupational Safety and Health Conference
will be held to evaluate the feasibility. The suggestion
is carried out and followed—up in Occupational Safety
and Health Conferences later on.

There are six risk levels. Level 1~6 are acceptable
risks, to bed continue observe and improve. Level 1~2
are unacceptable risks and need to be reviewed and
managed first. Corrective measures will be implement—
ed after careful planning. In the 2018 Risk Assessment,
Elan Hsinchu had evaluated 181 items, whereas Elan
Zhonghe had assessed 566 items.
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In 2018, 5 management suggestions were proposed
Elan Hsinchu:

Suggestion 1: Removal of littered cigarette butts in the
drainage holes around the company area which may
cause fire.

Incident: A large amount of white smoke was found in
the drainage hole of the 1F outdoor smoking area. On
the spot, a large amount of cigarette butts and waste
were found below.

Improvement: Cover the drains with filter and monitor
them with cameras.

Results: No similar incidents have happened since.

Suggestion 2: Prevent personnel from bumping into
bookshelves in the office that have sharp corners.

Incident: After taking things from a cabinet, a staff got
up, hit the bookshelf above, and injured his forehead.
Improvement: Installed a crash pad in the sharp corners
of all bookshelves.

Results: Due to the use of double—sided adhesive, the
adhesive force is insufficient, resulting in serious dam-
age to the crash pad.

Follow—up: Subsequent treatment with a more suitable
adhesive.

Elan Zhonghe:

Suggestion 1: Reduce noise from the press machines
during manufacturing.

Incident: When operating a press machine, loud noise
will be generated instantaneously. This noise could be
as loud as 104.8dB(A), which is much higher than the
specified <90dB(A).

Improvement: After covering the machine with shock
insulators, the noise reduced to 80.1dB (A), in line with
the standards.

Suggestion 2: Provide a safe workplace and prevent
personnel from slipping injuries.

Improvement: The female toilet is clean, but the floor is
slippery.

Improvement: Install fans in the restroom with control—
lable power supply and adjustable wind direction, pro—
vide a safe workplace and reduce the risk of slipping
injuries.

Suggestion 3: Prevent electric leakage of drinking
fountains.

Incident: When taking water from the drinking foun—
tains, water can be splashed easily onto the electrical
equipment, causing electric leakage that may do harm
to our staff.

Improvement: Replace all sockets that may cause elec—
tric leakage and attach anti—scalding device to prevent
the occurrence of hazards and meet the standard.

The relevant results are reported at the management
review meeting and announced to the company staff.
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Research & Development Risk Management (DF—
MEA)

New product development is the driving force of Elan
sustainable development and the key factor in main—
taining competitiveness. Figure out ways to reduce
costs and shorten production time of new products

is extremely important in the development stage.
Therefore, Elan implemented risk assessment tools
and the Design Failure Mode and Effects Analysis
(DFMEA), hoping that potential defects and problems
in the products or the manufacturing process can be
found at the early design stage. Also, establish specif—
ic measures to prevent and reduce the occurrence of
these potential failures and decrease the frequency of
abnormality and product development uncertainties.



PUBLIC SAFETY SOCIAL WELFARE Statement

INTERESTS

g PRODUCT DESIGN SUPPLIER
About this Message from COMPANY CORPORATE | Sl e | ANDcusToven  [PRTR=vaw, oy bl incsperivent
report the Chairman OVERVIEW | GOVERNANCE | ENGAGEMENT RIGHTS AND AND RISK >sA CIAL WE o GRlIndex

Design implementation control and crisis manage—
ment procedure

Steps to implementing Design Failure Mode and Financial risk management

Effects Analysis (DFMEA)
To strengthen the management of accounts receivable,

a set of Customer Credit Line Appraisal System was e |n the Design phase: Sales personnel, Project Man—

e Set up cross—functional teams. Strip out quali—

ty characteristics, potential drawbacks items, or
possible failure modes of the product or during the
production process.

With the Severity (S), Occurrence (O), and Detect—
ability (D) of a Tfailure problem, analyze the Risk
Priority Number (RPN).

Finally, based on the severity and the Risk Priority
Number, set improvement priorities and propose im-—
provement measures. Responsible units and person—
nel are to perform improvement measures and later
evaluate whether the Risk Priority Number and the
severity of the risk is reduced.

set up and put into use in November 2014. Accounts
receivable risk control procedure:

¢ Distinguish customer credit risk level: Evaluate ordi—
narily financial indicators; double check the cus—
tomer’s credit status when applying for a credit line;
submit a notification on the order when abnormality
occurs in the credit assessment index; obtain ap—
proval and signature of a manager when a shipment
exceeded the quota.

e Customer Credit Rating System is used. Meanwhile,
customer information is maintained on a quarterly

agement personnel or Customer Service engineers
need to sign the products specifications and ser—
vices with the customer, provide project bug lists,
examine project—related problems with the cus—
tomer on a regular basis, and preserve the meeting
minutes.

In the Mass Production phase: Project Management
personnel, Customer Service engineers and the
Quality Assurance Department jointly collect Cus—
tomer Complaint Analysis reports, provide produc—
tion test card control value adjustment AP pilot pro—
duction reports, and preserve the meeting minutes.

basis to reduce the risk on accounts receivable.

Through implementing the DFMEA, learning from past
mistakes and experiences, and having standardized
design and verification, Elan has built up a solid risk
prevention and detection mechanism. In 2016, the RPN
of each item has gone below the standard value. ltems
with higher severity have been reviewed regularly and
monitored at all time. Preventive actions could be taken
immediately when necessary.
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6.INDUSTRIAL RELATIONS AND PUBLIC SAFETY

6.1 Commitment to Corporate Social Responsibility o018 017 016

6.2 Workforce practices and decent work Female employee ratio (%) 38 57 o

6.3 Employee benefits and salary ,
Educational training per capita

6.4 Elan occupational safety and health policy hours (hours/year) 986 £ /9
6.5 Health management iGfieE—

9 Egp}ogisozﬁalth check participa 895 845 735
6.6 Emphasis on workplace safety, zero occupation— P

al hazards in 24 years Turnover rate 10% 13.60% 14.20%

6.7 Employee training and development Zero ocoupational hazards in 24

6.8 Zero—distance communication with the employee Years
57
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6.1 Commitment to 6.2 Workforce practices and dignity of labor -

COI’pO rate SOC | al High—quality personnel are always a company’s greatest assets and what makes it competitive. Elan’s employ—
ees were graduated from well-known domestic and foreign educational institutions and are elite with years of

Resp Ons' bl | I-ty practical experiences. Every year, the company recruits dozens of new personnel with professional competence
and wiliness for new challenges. With this said, Elan nurtures a large number of R&D elite. It is thus clear that the

company R&D staff, being the most valuable asset to Elan, are continuously being infused with new blood to fuel

In accordance with international recognized standards, more kinetic energy into the company R&D group.
Elan is committed in upholding human rights for all

employees and staff including our suppliers, outsource Among Elan’s subsidiaries; Metanoia Communications Incorporated, Avisonic Technology Corporation, and
subcontractors, and agents. We are dedicated in erad—  PIXORD Corporation are all IC design companies with major operations based at Hsinchu headquarters, where
icating child labor, forced and compulsory labor as well  the core R&D personnel is located. Another subsidiary, Elan H.K. Microelectronics Corporation, is an import and
as in monitoring forced/compulsory labor grievances export trading company. Hence, its main operation is based in Hong Kong. The proportions of high—level man—
and child labor hiring. agement personnel in 2016~2018 are the same.

Elan is aware that: The percentage of high-level management personnel being local residents
1. Continuously put in human recourse and educate

employees are essential in distinguishing and solving

issues involving workplace safety and hygiene.

2. Environmental responsibility is an integral part in
the production of world—class products. We need to V
etanoia
minimize the adverse impact on the environment and Avisonic PIXORD ELAN HK.
natural resources while protecting the public’s health
and safety at the same time.
3. To comply with the social responsibility requirements
and achieve a continued increase in market share,

we and our suppliers, outsourced manufacturers, and Director Level and Director Level and Assistant Vice Vice President Manager Level
agents must adhere to the highest standards of ethical above above President Level Level and above and above
requirements. and above

Being a good corporate citizen, Elan fully supports the Note: Local Resident here refers to people who reside in the Group’s setup location, Elan, Metanoia, Avisonic, PIXORD are in

Electronic Industry Code of Conduct (EICC). We are Taiwan; Elan HK. is in Hong Kong
complying proactively to its recommended guidelines

on management system in conformity with its standard

requirements.
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2018 New/Resigned employee structure 2018 Full-time and temporarily employee

. Hong Sex/
Taiwan Kon NUM—
Sex |Age T £ 9 Total ber of Labor Contract Employee Type Region
eta— L ) an
Elan noia Avisonic | PIXORD HK. Company Name people
<30 |41 1 0 4 0 46 Regular [N |worker |FUI= | TOMpO— oy | HONG
Regular time rary Kong
Male |30~50 |13 3 0 3 0 19 Male |577 14 6 591 6 597 0
Elan
>50 0 0 0 0 0 0 Fe-
New male 367 3 6 370 6 376 0
<30 51 0 0 0 0 51
E Met Male |36 0 0 36 0 36 0
e" 30~50 |9 0 0 0 0 1 S
e noia e |1 0 1 13 1 14 0
>50 0 0 0 0 0 0 maie
2018 Male |25 0 8 25 8 33 0
<30 28 1 0 2 0 31 -
Avisonic | po_
Male |30 ~50 |20 9 2 0 0 31 2018 male | ° 0 9 6 9 15 0
Re— >50 4 0 0 1 0 5 Male |19 4 0 23 0 23 0
) PiXORD
signed <30 |20 |0 w 0 0 30 Fe~ 19 1 0 10 0 10 0
For male
male |30~90 |8 & 0 0 0 8 o |Male |3 0 0 3 0 0 3
50 3 0 0 0 0 € _
g HK. rFfale 2 0 0 2 0 0 2
Recruitment Rate (In sum) 1N.90% [820% [0.00% |27.30% | 0% 1.80%
Total 1,057 22 30 1,079 30 1104 g
Male 910% |11.10% |0.00% |30.40% |0.00% |9.60%
Female 16.20% [0.00% |0.00% |20.00% |0.00% |15.50% ) ) ) )
Note 1: Elan—Part—time staff do not sign employment contracts with the company, and their
Turnover Rate (In sum) 9.60% |20.40% |9.68% [9.10% |0.00% |10.00% health insurance was not covered by the company.
Mal 880% |9780% |800% |13.00% |000% |9.90% Note 2: Elan—Temporary staff includes (summer) part—time workers, interns, contract
ae CUe A Rt DA Read Al Rt employees, temp workers, and advisors.
Female 10.80% [0.00% |16.70% |0.00% |0.00% |10.20%

59
EMC 2018 CSR Report




g PRODUCT DESIGN SUPPLIER
About this Message from COMPANY CORPORATE | ND CUSTOMER || MANAGEMENT INDUSTRIAL ENVIRONMENTAL Independent
e BVERTEN S OVERTNCE MANAGEMENT AND RIGHTS AND AND RISK RELATIONS AND PROTECTION AND Assurance GRI Index
report e alrman ENGAGEMENT INTERESTS MANAGEMENT PUB AFETY SOCIAL WELFARE Statement

The R&D personnel, recruit by individual company, made up 50%-80% of the total

labor force in the group. As R&D projects increase, additional employees may be Elan Microelectronics Number of full-time male and female
hired at Elan Microelectronics Corporation, Metanoia Communications Incorpo— employees(2016-2018) ‘ '
rated, and Avisonic Technology Corporation to assist in testing, soldering work, ® Number of B Number of Proportional-male Proportional-female
; ) : ) ) employees—male  employees—
experimental simulation, product functional testing, etc. The contract/ temporary female
worker accounts for about 3% of the total employment each year. As for PIXORD 1200 80%
Corporation and Elan H.K. Microelectronics Corporation, there is no changes in 67% 70%
R&D personnel throughout the year. 1000 0 64%
6o " 60%
; , 4 800 691
100% of the company’s R&D personnel are employed by the company itself, ac— 660 082 50%
ELAN
counted for 51% of the total employment.
600 40%
. 100% of the company’s R&D personnel are employed by the company itself, ac— 7 o
tos counted for 75% of the total employment. 400 39 390 S0
’ 339 20%
L 100% of the company s R&D personnel are employed by the company itself, ac— 200
Avisonic N 109%
counted for 58% of the total employment. o
PIXORD 100% of the company’s R&D personnel are employed by the company itself, ac— 0 0%
counted for 45% of the total employment. 2018 2017 2016
Elan Microelectronics Number of full-time male and female Employee recruitment & turnover rate(2016-2018)
employees(2016-2018)
B Proportional-female M Proportional-male B Recruitment Rate B Turmover Rate
80% 25.0%
70% 67% 0
62% 64% "' 19.6%
— Q@ 20.0%
60% o— e
50% 15.0%
)
40% 38% 36%
0]
30% .\.\33./ ’ 10.0%
20% 10.0%
5.0%
10%
0% 0.0%
2018 2017 2016 2018 2017 2016
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The proportion of the total number of employees
covered by the Collective Bargaining Agreements

(CBA)

The group fully complies with the Labor Laws of Tai—
wan and Hong Kong. The freedom of assembly and
association is always given to the staff even though
none were formed at the present. Since there are no
labor unions, no collective bargaining agreements have
yet been discussed with the employee. However, in
order to maintain harmony between labor and capital,
Elan Microelectronics convenes a labor and capital
operational meeting every month. With the consent

of all employees, executives from each department
are currently serve as representatives in the meetings,
in which company operational and labor problems
brought up by employees will be addressed. Metanoia
Communications, on the other hand, holds staff meet—
ings irregularly which all employees are called to par—
ticipate. Avisonic Technology arranges regular monthly
staff meetings with executives from all departments
to discuss labor welfare and employee benefit—related
matters. PiXORD holds quarterly staff meetings which
all employees are required to attend.

All major changes & announcements of the group
are handled in accordance with local laws and

regulations

ELAN ~ Metanoia ~ Avisonic » PiXORD

Under the Labor Standards Law of Taiwan, when a com-
pany terminates an employment relationship, an advance
notice shall be given for a period of time according to the
following regulations:

1. When a worker has worked continuously for more than 3
months but less than 1 year, the notice shall be given 10
days in advance.

2. When a worker has worked continuously for more than
1 year but less than 3 years, the notice shall be given 20
days in advance.

3. When a worker has worked continuously for more than 3
years, the notice shall be given 30 days in advance.

| ,EMC 2018'CSR Regort
\ o
- ot

ELAN H.K.

Under the Labor Standards Law of Hong Kong, when a
company terminates an employment relationship, an ad-
vance notice shall be given for a period of time according
to the following regulations:

1. Within the first month of the probationary period, no
notice needs to be given, however, a payment shall be
given.

2. Within the second and third month of the probationary
period, the notice shall be given 7 days in advance or a
7—day wage shall be given as a compensation.

3. When a worker has worked continuously for 3 months,
the notice shall be given 30 days in advance or a 30—
day wage shall be given as a compensation.

Dispute between labor and capital

No labor dispute has occurred in the group in 2018.
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ltems included in Elan’s salary and benefits

6.3 Employee benefits and salary

Year—end bonus, performance bonus,
incentive bonus (N/A to contract/tempo-

Labor insurance, health insurance,
group insurance.

o ) \ .
Upon aoh\evmg company s annual ELAN The ratio of low-level staff (e.g., factory operators) rery employees) Flexible | ol q
operational objectives at the end of ' standard salary to local minimum wage is 1 Annual bonus and employee stock option crzijlit \ee;vaevsez’r Sp%fm fﬁgeef, ?Qvif
the year, each department may submit W The ratio of low-level staff standard salary to local (N/A to contract/ temporary employees). Sions of the Lab Ogr StamdardspAct
requests for additional human resourc— minimum wage is 1.3 '
. . ) s idy for int |/ext | traini . )

es. r:/\/mh President's abpproval, \; is | rE;ted Avisonic The ratio of low—level staff standard salary to local (SNU/bE?g c%rn‘trr]ai@?e/r:ésgf/ eﬁggy%ses) Flexible working hours.
as human resource objectives for the minimum wage is 1.21 ‘
upcoming year. Each department wil , 9 R&D Patent bonus (N/A to contract/tem- Discounts in gift certificate, clubs,
e o a' LPTEN FeCOLISe e PIXORD The ratio of low-level staff standard salary to local oorary employees) otc

en - minimum wage is 1.45 : :
quest to the HR Department based on 9 Cash qifts f , df o Emergency or disaster relief program
. . ELAN The ratio of low-level staff standard Sa\af\/ to local . asn gITts Tor marriage ana Tuneral griev— for employees and their family mem-—
its needs. The HR department will put (N/At tract/t Loy Y

: C ) H.K. minimum wage is 2.0 ing money O contract/temporary bers (N/A to contract/temporary

up job openings through various re— employees).

cruitment channels and run through the
interview process. Elan’s recruitment
procedure is in compliance with Taiwan
Labor Standards Law (LSL). Hence, it is
fair and open.

Understanding that employees are the
group’s greatest assets, the company
attaches great importance to employee
benefits and salary. Each employee’s
standard salary is decided by the Hiring
department and the HR department,
based on his/her academic background,
experience, professional knowledge/
skills and length of service in the spe—
cialized profession. It has nothing to do
with gender, race, religion, political af-
filiation, or marital status. Currently, the
group’s headquarters is set in Hsinchu,
Taiwan. According to Taiwan’s Labor
Standards Law, the current minimum
monthly wage is NT$ 23,100.

Note 1. Standard salary=base salary+meal allowance+work

Note 2: Local here refers to the important operating base of

allowance

the Group, i.e. Taiwan.

employees).

Domestic/international travel subsidy (N/A
to temporary employees, but could be
available for contract employees. Refer to
Welfare Committee rules)

Hold annual Company Day, Christmas
party, distinguished speaker work—
shops and many other events.
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Parental leave without pay

Full-time employees of the group are entitled to pa— Elan Metanoia Avisonic PIXORD
rental leave without pay when having newborn babies ltems Year
after obtaining approval from the President. To apply Male Female | Male Female | Male Female | Male Female
for parental leave, an employee first needs to fill out S - - 5 4 5 : ; :
a “Personnel Change Request” form and a “Resig— Total number of
nation/Job Retention without Pay” form with relevant employees entitled to 2017 94 29 5 5 6 ] ) 3
medical documentation attached. After all signature parental leave Notel
approval proceedings are completed, the leave will be 2016 93 26 1 5 6 0 2 3
granted. The number of reinstated employees after 2018 1 5 1 1 0 0 0 0
parental leaves is as follows: Total number of employ-
ees actually reinstated 2017 0 5 0 4 0 1 0 1
after parental leave
2016 1 1 0 1 1 0 0 0
Total number of em— 2018 2 3 1 1 0 0 0 0
ployees who should be
reinstated after parental 2017 ¢ ¢ Y 4 0 ! 0 0
leave 2016 1 1 0 1 1 0 0 0
Total number of re- 2018 0 5 0 2 0 1 0 1
instated employees
remain employed after 12 01 W W v v ! v v v
months 2016 0 1 1 0 1 0 0 0
I , hours Total number of em- 2018 0 5 0 4 0 1 0 1
ployees reinstated after
. . 2017 1 1 0 1 1 0 0 0
the accumulated disaster—free  parental leave during the
. . last reporting period
working hour in 2018. poring p 2018 v W ! 0 0 0 0 0
2018 50.00% ©6.70% | 100.00% | 100.00% — — — —
Note 1: Total number of employees entitled to parental leave: Reinstatement rate 2017 — | 83.30% — | 100.00% ——| 100.00% — —
based on the roster of employee group nsurance, If 2016 100.00% | 100.00% —| 10000% | 100.00% — — —
an employee s family has a dependent child 3 years
old or younger, such employee is entitled to parental 2018 ——| 100.00% — | 50.00% — 1 100.00% — 1 100.00%
leave.
Note 2: There is no relevant information on Elan H.K. due to Retention rate 2017 100.00% | 100.00% - 0.00% | 100.00% - - —
the absence of local laws or regulations regarding 2016 | 100.00% | 100.00% _ . ,, . .

parental leave.
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Other premium benefits offered by Elan

The Employee Welfare Committee of Elan in Taiwan is
legally established to set up employee welfare meas—
ures, organize various relaxing activities, promote club
activities, etc. These activities all aim to give employ—
ees a healthy balance between personal life and work.
An Employee Welfare Committee website is also set
up where employees can get information on upcoming
activities, special promotions from patronized shops/
stores, employee organized tours, etc.

Elan is a big family which the company cares about the
working environment and health of its employees and
take good care of them as a group in every possible
way.

1. Provide a pleasant working environment. For 14
consecutive years, Elan has been honored with the
“Distinguished Landscape Award” by the Hsinchu

PRODUCT DESIGN
AND CUSTOMER

SUPPLIER
MANAGEMENT
AND RISK
MANAGEMENT

STAKEHOLDERS'

RIGHTS AND
INTERESTS

Science Park Bureau. Various amenities are offered
such as a coffee bar, breakfast bar, sports equip—
ment, cafeteria, dormitories, training classrooms and
karaoke hall to help employees relieve stress from
work.

. Set up the Employee Welfare Committee to look af—

ter employee benefits and related welfare measures.
It provides comprehensive benefits to fellow em-—
ployees during special occasions, such as sending
gift certificates on birthday, cash gifts for weddings,
maternity subsidies for newborn baby, consolation
subsidies during hospitalization, festival cash gifts
during each of the three Chinese major festivals,
grieving money during funerals, etc.
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. Organize all types of clubs. Currently, there are

6 existing sporting clubs including table tennis,
badminton, basketball, online games, swimming,
and yoga. In addition to regular meet-ups of the
club members, clubs often participate in external
competitions, representing the company. Not only
have they successfully won several awards, these
extracurricular activities have also helped build up
employees’ confidence. Each year, the Employee
Welfare Committee conducts a club evaluation and
the excellent clubs are awarded with encouragement
bonuses.

. Care for employee’s health. Every year, a medical

check—up is carried out in the company on all em—
ployees. For employees whose medical reports show
abnormal results, doctors will be arranged to the
company for follow—up examinations. Additionally,
doctors will come in each month for consultation.

Since July 2018, Elan Zhonghe has arranged month-
ly on—site physician to assist colleagues on health
consultations for a total of 50 people. it also partici—
pates in the Hsinchu Health Workshop.

. Elan Zhonghe participates in blood donation activi—

ties held by the Management Committee three times
a year.

. Provide free snacks and drinks to the employees

every day after 9 p.m., as a company’s compassion
towards hardworking staff.

8. Hold annual company—wide excursion, sports day

and family day to enhance employee team—work and
coherence. Additionally, the company encourages
and sponsors domestic/overseas tours to promote
relaxation outside work.
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To promote interactions and enhance coherence and

relationships among employees, the company also of—
fers subsidies for employee self-organized domestic/
overseas tours. A total of 43 trips were taken in 2018,
to places include mainland Korea, Japan, and Taiwan.

oil used in the company’s cafeteria and coffee bar
to eliminate employees’ concerns.

Meal Satisfaction Survey: To take employees’ ac—
counts on meal quality from the cafeteria, the Public  13.
Resources Department conducts a Meal Satisfac—

tion Survey each year. The survey results are then

used as reference to discuss improvement plans

with the contracted meal provider.

9. Provide comprehensive care for employees at Hsin—
chu headquarters by offering employees with diverse
meal choices. The company cafeteria offers break—
fast, lunch (vegetarian, none-vegetarian, noodles),
organic food, fruit, salad meals, etc. Specials are
offered on Fridays to provide more choices.

10. Emergency relief provision for employees and im—
mediate family members is set up to take care of
an employee, his/her spouse, children, or parents
that is caught in distress due to major accidents or
natural disasters and is in urgent need of an emer—

gency assistance.

4.

Checking of food ingredients: Chefs are responsible

for the safety checks of all food ingredients, make
market purchases in personal, purchase the freshest
fruit and vegetables daily, and make delicious buffet 11

15.
meal for the employees.

. An extended group insurance that also covers em—
ployees” spouses and children at the expense of the

. company.
In order for employees to eat safe, all melamine pany

dishes were replaced by corning glass dishes. To be
environmentally friendly, plastic bags are no longer
provided. Employees are also encouraged not to
use disposable utensils for health reasons and as an
effort to protect the environment.

12. Every year, the company hires medical staff from

large domestic medical institutions to the company

Professional nurse: The company hires a profes—
sional nurse to provide on-site health counseling
and medical assistance to employees. In the event of
reported occurrence of epidemic infection incidents,
e.g., Avian Flu, Ebola, Influenza, MERS-CoV, Vi-
ruses, Stomach Flu, etc., the nurse will immediately
announce preventive measures to all employees

and provide proper response actions in the case

of infection. Vaccinations information is also sent
out whenever available. In response to the recent
outbreak of food products processed with contami—
nated cooking oil, the Public Resources Department
immediately performed a thorough checkup on the
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to carry out a free health check on all employees.
The health check is also opened to employees’
spouses and children at a very generous expense.

A comfortable nursing room is provided for em—
ployed mothers to pump milk. Expecting female
employees are also allocated with exclusive parking
spaces to protect and foster the safety of pregnant
women. Additionally, male employees are also enti—
tled to patemnity leave.

In addition to the leaves guaranteed by the La—

bor Standards Law, more leaves are given to the
employees. Furthermore, the company grants credit
leave when an employee has used up all of his/her
leaves.

Collaborate with the Hsinchu City Lifeline Associa—
tion to establish a comprehensive Employee Assis—
tance Program (EAP).
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Care for the employee and their families ( Other 5-Care for the employee and their families )

Health Exami-
nation

Health Manage-
ment

Health Consul-
tation

Health Educa-
tion

Health Promo-
tion

Good Pregnan-
¢y Thoughtful
Project

Group insur—
ance extended
to employees'
dependents and
children

[tem

Annual health
check

Health re—ex—
amination

On-site doc—
tor consulting
service

Mental

health, weight
management
seminars,
setup of a
health station

Blood drive
events

Gynecolog—
iCc cancer
screening

Weight loss
competition

Parking space
reserved for
pregnant
women

High back
chair service

2018
895 people

Total number of employees: 24
Number of participants: 19

2017
845 people

Total number of employees: 26
Number of participants: 13

2016
735 people

Total number of employees: 21
Number of participants: 21

Provide personal and exclusive log—in password to check re—examination results on the hospital

network.

42 people

4 sessions

191 people, donated 285 bags
in total

13 people (Pap smear)

14 people (Colorectal cancer)

4 people (Oral Mucosal Screen—
ing)

Sign-up: 315 people
Participants: 279 people

Total weight loss (Kg): 648.6

3 people

1 person

Spouse: 437 people
Children: 628 people

Total of family dependents:
1,065 people

66 people

4 sessions

127 people, donated 183 bags
in total

13 people (Pap smear)

14 people (Colorectal cancer)

4 people (Oral Mucosal Screen—
ing)

Sign—up:255 people
Participants:217

Total weight loss (Kg): 463

2 people

1 person

Spouse: 437 people
Children: 648 people

Total of family dependents:
1,085 people

79 people

3 sessions

143 people, donated 222 bags
in total

20 people (Pap smear)
5 people (Colorectal cancer)

Sign-up: 162 people
Participants:143
Total weight loss (Kg): 308.1

2 people

1 person

Spouse: 411 people
Children: 617 people

Total of family dependents:
1,028 people
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According to the provisions of the Labor Standards
Act, employers have to cover employees with labor in—
surance, health care insurance, and retirement pension.
On the first day of reporting to work, the employee
group insurance (include employees’ dependents and
children) will take immediate effect. Moreover, Elan
provides a higher—level travel safety insurance to its
expatriated colleagues to ensure their safety while

stationed overseas.
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MANAGEMENT :

0.4 Elan occupational safety and health policy

Comply with laws and regulations | Reduce risk | Continue to improve |
Implement management

According to Elan OHSAS 18001 Occupational Safety and Health Management
Handbook, the relevant regulations on occupational safety and health should be
regularly inspected and managed. In order to ensure the quality of employees” work,
employees’ physical and mental health, and to effectively implement the four major

policies, we regularly update regulations and information regarding safety and health.

Risk assessments are conducted for each operational environment, and safety

and health objectives and targets are set up for gradual and continuous improve—
ments. At present, the scope of this management system is 100% of the company’s
employees. On-site employees are expected to be included when the ISO 45001
certification is implemented in 2019.

Even though Elan has been categorized in the electronic component manufac—
turing industry, it is more of an IC design house, with various laboratories used as
product testing. In June 2016, the company passed the Type Il business review, and
was deemed as a business with lower hazards. Product design and production lines
are set up at Elan Zhonghe. The production equipment is provided with all kinds

of safety measures and emergency stop buttons. Regular patrols, inspections, and
testings are carried out to ensure the functionality of all equipment are normal.

Nowadays, as people are paying more attention on occupational safety and health in
relation to the employee, Elan performs random inspections on its working environ—
ment. Through having legal testing agencies perform chemical inspections, arranging
frequent health examinations, holding health promoting seminars, and setting up a
leisure center, provide our employees with a safe working environment that not only
protects their physical health but also monitors their mental health.
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Operating environment at Elan Microelectronics with high occupational risk,
harm and their prevention

To effectively maintain employee physical health and safety, besides the existing
health check, additional risk assessments on operational environment, maternal
health protection, workplace infringement and overwork are conducted. This way,
employees will be able to notice physical signals sent out by their bodies. Then, on—
spot doctors, hired by the company, are there to assist and guide them in making
necessary physical and mental adjustments.

Opgranonal Sickness Prevention
environment
1. Annual health check
2. Working hours limit
3. Keep eyes on employees with three
Overwork “high” (hypertension, high blood sugar
Office level, high cholesterol level)
4. Provide sports and fitness equipment
for stress relieving.
Eyestrain, neck and shoulder | 1. Stretch, take rest
pain 2. Proper sitting posture
. . 1. Take professional trainings
Factory facility Electric shock, fall off 2. Wear protective gears
Physical hazards (handling
Warehouse, manufac- | operation) 1. Operate accurately
turing department Repetitive tasks (testing 2. Reduce working hours
operation)
1. Regular operating environment evalu—
General Inhalation hazards (lead-free ation
soldering) 2. Wear masks
3. Set up partial exhaust equipment
Laboratory : L : :
1. Educational trainings from time to time
. : 2. Wear laboratory coats
it iy | (ConiEetng ezeies 3. Regular operating environment testing
4. Wear surgical masks
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Objective 3: The average weight loss per person

6.5 Health managementincreased from 2.13 Kg/person in 2017 to 2.35 Kg/
person.

GRI Index

Organize various health—related training courses and
activities, such as first aid courses, blood drives, quit
smoking campaigns, weight loss competitions, sports

Weight loss competition

Objective 1: Participation rate increased by 5% from
the previous year.

Objective 2: Registration recovery rate increased by
2% from the previous year.

Objective 3: The average weight loss per person in—
creased by 5% compared with the previous year.

Actual approach:

1. In addition to individual competitions, additional
group competitions are added.

2. Regular yoga classes are held weekly in the after—
noon.

3. Held diet and health workshops (Eat Out Your
Workplace Power, Common Weight Loss Lost), and
core muscles exercises.

4. Reward system:

(1) The top three can get a bonus.

(2) Get a small gift with a weight loss of more than
1kg.

(3) If an individual’s weight loss can be maintained
for 3 months, an additional gift card will be
awarded.

Achievements:

Objective 1: The number of participants increased from
255 in 2017 to 315, a total increase of 23.52%.

Objective 2: The registration recovery rate increased
from 85% in 2017 to 87%.

The overall effect has increased significantly, indicating
that group competitions and related courses have a
significant effect on peer weight loss.

Future plans:

Judging from performance of 2018, group compe-—
titions aided a lot in weight loss, so we’ll continue to
do so in 2019. As for the workshops, sports—related
workshops could be added to encourage employees to
get up and exercise.

Due to the nature of the company, employees usually
need to work on computers for a long period of time.
To alleviate the problem of shoulder and neck discom-—
fort and help disadvantaged groups, we will hold blind
people massage events.

The company’s health center used to provide services
for all kinds of medicine. However, in order to prevent
nurses from giving employees wrong medicine due to
their own misunderstanding of their conditions, the
center stopped giving out medicines in August 2018.
In replacement, a “Safe Use of Medicines at Home”
workshop will be held to lecture employees on identify
ing different medicines.

Conduct general/detailed health checks for all employ
ees on a yearly basis.

Schedule a specialist to provide one—on—one consul—
tation services every month and set up a health center
and medical consultation hotline.
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competitions, etc., and encourage employees to par—
ticipate.

Set up a health care station to provide the latest health
information on a regular basis.

Arrange Pap smears, Escherichia coli screenings, and
oral screenings.

Conduct risk assessments for overload, human factors
engineering, and maternal health protection for em—
ployees, and arrange consultations with doctors.

Warehouse staff often has muscle soreness due to
handling of goods and long—term office work. In re—
sponse to the impact of repetitive work, professionals
are brought in to assist employees in understanding the
correct handling postures, office sitting postures and
ways of relaxation.

According to the participation rate of health promo—
tion activities in Hsinchu area increased from 55.4%
in 2017 to 57.1% in 2018. To effectively improve the
participation rate, questionnaires will be used to see
which events employees are most interested in, and
what’s the best time to arrange those events. We hope
1o increase the participation rate to over 60% in 2019.

Employees’ personal health check data are securely
stored at the health center. Regular on—site doctor’'s
consultants are all one—on—one to ensure personal
privacy.

For field personnel, their direct supervisors are will be
in charge of their health checks. In 2019, we will also
be welcoming them to join all health workshops, fire
drills, and revenant trainings.
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T

zero occupational ha

Maijor management policy—friendly working environment ! !mported RBA s up'the internel alieitmechanisH
401 402 403 406 407 408 409 Other-5 Elan Microelectronics: RGSDOT]SIUG BUS{FE 7&lﬂan
audit team to ensure that we continue to follow the code.
Policy and commitment ¢ Conduct Employee Satisfaction Questionnaire once a year,
discuss the feasibility of employees suggestions andimake
Only with a safe and healthy working environment can employ- improvements.
ees have a high efficiency and high—-quality work performance.
Therefore, Elan is committed to maintaining the human rights Medium—term and long-term plan B
and working environment of our and suppliers/outsourcers and : i ; 4
agents and staff, identifying and preventing operators and sup— Follow the Code of Conduct for Responsible Busmess Alliance :
pliers with serious use of child/forced/compulsory labor, and (RBA, formerty known aSAE‘C@’ and all related requirements
finally, providing good working environment for workers. We re— for ethics, labor human rights, environment, health and safety,
spect and follow. the requirements of intemational brand man- management systems, to fulfill corporate social responsibility.
ufacturers for human rights, labor, environmental. protection, Do & good job in risk management and business continuity
safety and health policies, and expect our suppliers to do the planning.
same.

Performance in 2018

Resources * Zero occupational hazards.
Set up the Occupational Safety and Health, Committee and Loy sliniecenpdy PRIl HoRig COTD e O
BT K R trainings of management/audit personnel, and set up-the

initial Elan Microelectronics RBA Audit- Mechanism.

el Highlights in 2019

s The Labor-Management Conference:-is held every quarter

1o disclose company information and negotiate with the * Zero occupational hazards 0
bt *  Company-wide annual RBA retraining
' The Qocupatiorial Safety and Health Conference is also ¢+ Jransferred from OHSAS 1800110 150 45001

1 held quarterly. An internal audit is conducted annually, and

- third-parties are brought in for external audit: Correspondlng o

GOOD HEALTH
AND WELL-BEIN

L 4
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Statistical analysis data on occupational hazard — the The group's occupational disaster statistics
occupational accident statistics issued by the Minis—

try of Labor, takes the frequency of disability injuries Company name | Year Elan Metanoia Avisonic PiXORD Elan HK
(number of disability injuries at workplace per mil— pany Microelectronics | Communications | Technology Corporation '

lion work—hours) and the severity rate of its effect to The ocourrence | 2018 None None N/A N/A N/A
workplace (loss of )vvorking days at th(e workplace per of ocoupational | 2017 None None N/A N/A N/A

million work—hours) as its main basis (data does not accidents

include off-site traffic incidents). Since its founding 24 206 one one N/A N/A N/A

years ago, tTe (;COTpar‘WthiS ne\./der k?[eep \Tvg\-\/ed n any Note 1: Sourced from the Workplace Disaster Statistical Network.

occupational satety reiated accidents tinciuding con-= Note 2: Elan Tainan and Kaohsiung, as well as Avisonic Technology Corporation, employ less than 50 people

tract/temporary employees). F“?m May 2009 til t.he hence are not required to report to the Workplace Disaster Statistical Network. No occupational acci
end of 2018, the accumulated disaster—free working _
dents have occurred in any of them anyways.

h,our © ,9’401’559 hours. At the same time, no 0coupa- Note 3: Elan H.K. is located in Kong Kong, hence not applicable for the network. However, no occupational
tional disease has been detected. Therefore, Elan has )
accidents have occurred.

%Jrccessfu\ly accomplished the "zero disaster” target so Note 4: Off-site traffic incidents are not included in the Workplace Disaster Statistics.

The group's employee absenteeism rate

With IC design and marketing being the group’s main sales, the potential risk of Company’s internal operation is
relatively low compared to other electronic component manufacturing chains. However, the company still continue
to promote workplace safety and minimize any possible harm to its employees. By reducing risk through manage—
ment measures, employee absence rate also reduces significantly.

Elan Metanoia Avisonic PiXORD Elan H.K.

Year
Male Female Male Female Male Female Male Female Male Female

2018 0.17% 0.64% 1.07% 0.86% 0.16% 0% 0.26% 0.22% 0.00% 0.30%
2017 0.27% 0.71% 0.12% 0.12% 0.18% 4.16% 0.18% 0.54% 0.54% 0.40%
, , hourS 2016 0.20% 0.50% 0.27% 0.09% 0.13% 0% 0.19% 0.40% 0.23% 1.51%

Absenteeism rate calculation:

the accumulated disaster—free

\/\/Oﬂ(]ﬂg hour in 2018  Employee absenteeism rate=Total number of days each employee is absent from work in a year (personal leave +
sick leave + occupational sickness leave) / Total number of days each employee should work in a year.
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Occupational injury | 403-9, 403-10

According to the statistics of 2018, the number of deaths caused by occupational injuries caused by employees in the factory is 0. The frequency of injuries caused by office
operations is 1in the Zhonghe factory. This minor injury happened when a paper stabs into a worker’s eyes during an operation, and this injury rate is 0.31. The worker re—
covered after one—night rest. No occupational injury statistics were received from other factories. We'll keep track of the statistics in 2019.

Occupational . Occupational .
Company Year Injury Rate (IR) | Disease Rate Lost Day Rate | Occupational Company Year Injury Rate (IR) | Disease Rate Lost Day Rate | Ocoupational
(LDR) Death (LDR) Death
(ODR) (ODR)
2018 0 N/A 0 N/A 2018 0 0 0 0
Elan Hsinchu | 2017 0.18 N/A 0.18 N/A Avisonic 2017 0 0 0 0
2016 0 N/A 0 N/A 2016 0 0 0 0
2018 0.31 N/A 0.04 N/A 2018 0 0 0 0
Elan Zhonghe | 2017 0 N/A 0 N/A PiXORD 2017 0 0 0 0
2016 0 N/A 0 N/A 2016 0 0 0 0
. 2018 0 0 0 0 Notes:
Elan Tainan | 2017 0 0 0 0 1. This statistic does not include commuting accidents, mainly occupational injuries.
2016 0 0 0 0 2. Operations in Hong Kong are general administrative matters and in a low-risk environment.
o018 6.8 0 179 0 So far, no occupational injuries have occurred hence not included in this statistic.
Elan Kaohsi— ' ' 3. Injury rate (IR) = Number of work accidents / total working hours *200,000
ung 2017 0 0 0 0 4. Ocoupational disease rate (ODR) = Total number of occupational injury events / total number
2016 0 0 0 0 of jobs *200,000
2018 0 0 0 0 5. Lost day rate (LDR) = Working days lost during work injury / total working hours *200,000.
Metanoi o017 0 0 0 0 If an injury has caused permanent total disability, use 6,000 days to calculate.
etanoia 6. Occupational death = the total number of deaths that occur while a person is at work or
2016 0 0 0 0 performing work related tasks
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Workplace environment safety man-
agement

Elan views its employees as the
company's most valuable asset. We
attach importance to the employee
health and safety, and propose to
establish a systematic and standardized
health and safety management system
and mechanism that can create a
people oriented sustainable operating
model. The Industrial Safety Office

is set up as the main responsible

unit. Occupational safety and health
conferences are held on a quarterly
basis. According to the Occupational
Safety and Health Law, 37.5% of the
conference attendees shall be labor
representatives (nominated during

the labor and capital management
meetings). During the conference, the
implementation of each objective is to
be reviewed and the development of
the past and the next quarter will be
discussed. The company, in addition to
complying with the Occupational Safety
and Health Act and related specification
requirements, has formulated programs
regarding Health and Safety Education,
Exercise, Counseling, Prevention and
Risk Monitoring and Control.

A summary of the promotion is listed
below

A Conduct emergency response drills on a regular basis to implementation of occupational safety management system.
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Public area management

1. Personnel access control and regular security patrol
1o keep internal and external situations under con—
trol.

2. Every six months, a carbon dioxide concentration
testing is carried out in the office to ensure CO2
concentration does not exceed 5,000ppm.

3. Carry out a random check on each office floor
every month to ensure public equipment are not
damaged.

4. Carry out vector control methods in the pantry
every month to prevent vector breeding.

5. Carry out a random check on drinking water every
quarter to ensure that Escherichia coli in the water
do not exceed the statutory standards.

6. Every year, professionals are brought in to perform
regular inspections on domestic sewage emission
to ensure that the whole process complies with
environmental protection laws and regulations.

7. Staircases(freight elevator side)on each floor were
installed with safety net in case people fall.

8. Health—related slogans are pasted at the elevator
doors on each floor.

9. The online visitor reservation system helps the
management of visitors entering/exiting the build—
ing.

10. Cafeteria check—in: change from paper check—in to
swiping ID to save queue time.

Accident investigation

In the event of an accident, the medical staff will first
check the employee’s injury and seek appropriate
medical treatments. Afterwards, an on-site envi—
ronmental check will be conducted, and a meeting

will be arranged to discuss the cause and corrective
measures, relevant personnel will be informed as well.
Meanwhile, continue to provide care and assistants to
the injured employee.

According to the record of public injury, there was an
accident in the Zhonghe factory in 2018:

Course of the event: A stack of vouchers stabbed into
and injured an employee’s eye as he was taking them.

Effect: Minor scratch on the cornea of the employ—
ee’s left eye. After immediate treatment (covered with
gauze to prevent bacterial infections) and a—day rest,
the employee is all clear.

Precautionary measures: Remind the employees not
to take too much paper at a time. Work in batches to
avoid injury.

Laboratory management

1. Every day, laboratory administrators are to patrol
each laboratory, making sure all soldering irons and
instruments are turned off.

2. Implement operating environment tests every half
year to examine the condition of employee working
environment (organic solvent, noise, wind speed of
the partial air exhaust equipment, etc.) and ensure
employee health and safety.

3. Random laboratory inspections on the Industrial
Safety Office.

4. Provide appropriate safety protective gears accord—
ing to practical needs.

5. Distribute chemicals into multiple packages to pre—
vent a spillover.

6. Chemical usage management (Zhonghe).
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7. Education, trainings and tests for new employees
before to help understand equipment and follow
operating precautions.

8. Continue to improve the safety of workplace envi—
ronment and equipment, and standardize machine
operating procedure.

Staff management

1. Labor safety and health education and training for
new employees.

2. Hold fire drills regularly and educate employees on
the existing routes in case of an emergency.

3. Arrange relevant occupational safety and health
trainings for specific operators (organic solvents,
specific chemical substances, stacker operators,
emergency personnel, occupational safety personnel,
etc.) employed by the company.

4. Put up occupational safety information on a reg—
ular basis on the restaurant’s occupational safety
column.

5. Set up hazard notification for workers entering the
factory, meet with the resident manufacturers from
time to time, communicate and consult on opera—
tions or environment to be strengthened or coordi—
nated.

6. In 2019, we expect to conduct safety and health
trainings for the resident manufacturers to publicize
the precautions for hazards. If a hazard causes harm
to an employee’s own safety, he/she can leave his/
her post and shall be exempt from any legal liabili—
ties.
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Prevent and mitigate the impact of occupational safety and health

directly related to business relations

In order to avoid major occupational
disasters in the supply chain and affect
the company’s operations, the com-
pany implemented the RBA system in
2018, audited the RBA according to
the requirements of specific brands,
ensured the stability of the supplier’'s
production, and dispatched the RBA
team to the supplier for on-site audit.

In addition to the above management,
we carry out annual corporate en—
vironmental safety and health haz—
ards identifications to implement risk
management, continuously improve the
safety of the working environment, and
prevent endangering the safety and
health of the employee. The company
aims to protect not only its employees,
but also its contractors and related
third party.

Starting at the end of 2016, the com—
pany has been planning to establish a
maternal health protection system so
that the health of female employees will
not be affected by the working envi—
ronment in any way. In the near future,
doctors will be dropping in regular—

ly for on—site checkups on pregnant
employees. Benefits and protection

will also be provided such as reserved

parking spaces, more comfortable
chairs, child-rearing related books, and
information on postpartum diet.

Apart from minimizing occupation—

al accidents and illnesses, a safe

and healthy working environment can
significantly increase product and
service quality, enhance employees’
willingness to stay, and boost employee
energy level and passion. Some safety
and health related performances we
achieved are described below.

Participate in the “Disaster—free work—
ing hour” cumulative certification event
promoted by the Ministry of Labor.

Promote the No Smoking campaign,
given that smoking not only does harm
to the smokers, but also affects the
physical health of the people nearby,
the indoor areas of the entire company
is completely smoke—free.

Nursing room is provided for female
employees to pump milk after giving
birth.

Provide a fitness center with sports
equipment as employees’ leisure activ—
ities after work. Encourage employees
to engage in club activities and partici—
pate in external competitions.
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The Department of Health has
adopted the “Self-Certifica—
tion of Healthy Workplace”
campaign to create a healthy
working environment for em—
ployees. °
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Talents are the company’s greatest
resources. Therefore, the company invites =
large—scale medical institutions to hold ¢ - &
free health checks for all employees on ] \ S
a regular basis. Also, by cooperating with
the Hsinchu City Lifeline Association, an
excellent Employee Assistance Program
(EAP) is established.

In compliance with the Labor Stand—

ards Act, every employee is covered by
labor insurance and health insurance. In
addition, the employee, his/her spouse
and children are free to join the group
insurance, and enjoy term life insurance,
accident insurance, hospitalization medi—
cal insurance, surgery and cancer medical
insurance, and many other comprehensive
protections.
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0./ Employee training and development

Employee education and training

Major management policy — employee development 404 Medium-term and long-term plan

Policy and commitment Encourage employees to continue learning and developing, and
; count their new learmings and developments into the annual

The company's greatest assets and competitiveness have al- assessment to stimulate their potential and breakthroughs.

ways come from high-quelity talents. We need to ensure that Retain key talent, promote knowledge sharing and experience

the training policy is closely linked to the company's business transfer, and strengthen organizational talent competitiveness.

vision, strategic planning and business objectives, and to support

colleagues in the field and to obtain support from all levels, in Performance in 2018

order to play the training benefits, and achieve organizational

goals. According to the company’s vision, strategy, and goals, the * Course satisfaction is 92.3%

e Trained 100 Al, 3D face recognition professionals

Human Performance Management Department will set training
¢ 100% of technicians obtained technical certification

policies and objectives, encourage employees to continue learm-—

ing and developing, retaining key talent, promote knowledge/ * Trained 30 management talents

experience sharing, and strengthen organizational manpower. By - . |

doing so, we will be able to cultivate diversified professionals Highlights in 2019

and future successors, norjethe\ess, stay competitive under the Cultivated 50 Al and 3D face recognition professionals, pro—

challenge of global competition. posed 10 application projects, trained 30 management talents.

Resources Corresponding to SDGs

* Set up the Human Performance Management Department QUALITY '
as a dedicated department for educational trainings EDUCATION

* Set up an e-leamning integration platform

Management strategy

e |Implement Talent Development Quality Management Sys—
tem (TTQS), and set up talent development quality man- P
agement manuals its related procedures. ‘

e The company manages our talent inventory, through exper—
tise planning, set up goals for each unit, and arrange staff
fraining.

e Course satisfaction survey
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At the end of each year, the Human
Resources Department will provide a list
of courses to all supervisors as a refer—

ence, after gathering supervisors’ needs,

present the annual training plans to the
President for approval (also applicable
to Elan H.K.) At the end of each course,
trainees would be given written, oral or
on-the—spot operation tests, as well as
a Satisfaction Survey to fill out in order
to understand the trainees’ learning
conditions and ensure the effectiveness
of the training.

Educational trainings for new
employee

To help new employees quickly adapt
into Elan, on the first day an employee
report for duty, a staff member from
the Human Resources department will
introduce the company and explain
rules and regulations. The newcom-—

er when then watch online courses on
occupational safety and health totaling
of 12 hours on the E-learming system.
In 2018, a total of 114 new employees
were hired, with a total of 1,368 training
hours. After report for duty, information
of the new employee is handed over to
the unit in charge and a senior staff will

be assigned to guide him/her to the job.

After gaining some experiences, he/she
will then begin to undertake new tasks,
yet continue to learn through internal
and external training resources. After a

COMPANY CORPORATE |\ |\ NAGEMENT AND
OVERVIEW GOVERNANCE | ENGAGEMENT

STAKEHOLDERS'

three—month probationary period, the
new employee will be evaluated by his/
her performance. The results of a new
employee’s three—month and semi—an—
nual performance assessment can also
be used to check the effectiveness of
those trainings.

Talent Quality—-management System

In order to strengthen the quality and
performance of talent training, the
company implemented the Talent
Quality—-management System (TTQS) in
2018, following Plan (P), Design (D), Do
(D), Review (R), Outcome (O) systematic
procedures, to raise not only company’s
but also employees” overall competi—
tiveness. By the end of November, the
company had obtained a bronze certifi—
cation for this system.

The Human Performance Management
Department set training policies and
objectives based on the company’s
vision, strategy, and goals. The training
development is based on company tar—
get gaps and individual expertise gaps.
Company target gaps are the differenc—
es between the company’s short—term
goals/strategy and the current situation,
whereas individual expertise gaps are
the difference between an individual’'s
current skills and his/her objectives. To
systematically manage training needs,
the company implemented the Talent
Quality—management System, which
categorizes each individual’s expertise/
skills and analyzes what other trainings
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are needed for obtaining the objec—
tives. With the analysis, provide a series
of cross—training courses to enhance
cross—department management skills,
and launch a talent training program to
enrich a person’s speciality.

The company also made Talent Qual—
ity—management Manuals, training
system charts, and related procedures
to systematically announce, update and
save relevant data.

The group's average employee training hour among different ranks
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Metanoia

At the end of each year, the Human The summary of the group’s employee training in 2018 is shown below. The average training hours per employee is 9.86 hrs, and
Resources Department will provide a list Male/female average training hours are 12.7 and 5 hours.
of courses to all supervisors as a refer—

enos, after gathering Supervisors neeas, Elan Metanoia Avisonic PiXORD Elan H.K. Total Average
present the annual training plans to the .
Q M 5 | Rank |ltem training
eneral vianager Tor approval. Male Female | Male Female | Male Female | Male Female | Male Female | Male Female | hour
Avisonic
PXORD ?‘;{:{:’gg of 23 3 4 0 4 0 0 0 0 0 a1 3
Top
Exec- | Training hour | 1,312 262 17 0 98 0 0 0 0 0 1,427 | 262 49.68
According to the needs of each de— e g
partment, pﬁesent the annual training Average training | - 873 |43 0 245 |0 0 0 0 0 46 873
plans from time to time to the General hour
Manager for approval. humber of 563 185 |40 15 21 6 23 10 3 2 650|218
Indi trainees
rect |Training hour |6,835.50 |992 362 488 18 45 575 20.5 8 4 7,281 11,549.50 1017
Staff .
O ﬁg‘j:age training | 15 4 54 |91 325 |09 |75 |25 |208 |27 |2 12 |71
Number of
ﬂ B trainees g 182 N/A N/A N/A N/A N/A N/A N/A N/A ® 182
Direct .
f— Staff Training hour |4 216 N/A N/A N/A N/A N/A N/A N/A N/A 4 216 118
ﬁgﬁ;age training | o g 12 [NA O [NJA O |[NA O [NAINA O INA O INA[NA L 08 |12
O O Note 1. Top executive: Director and above.
Note 2: Indirect staff: Below director level, including mid-level supervisors and other personnel who indirectly participate in product production. (e.g.,
purchasing, finance, QC, R&D, production management, etc.)
‘ ‘ ' Note 3: Direct staff: Staff who are directly involved in product production, machinery and equipment operation, products assembly, etc.

(e.g., technicians)
Note 4: Metanoia, Avisonic, PIXORD and Elan H.K. have no direct staff, hence trainings are N/A.
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Reg gender, all employees in the group have accepted individual performance evaluations. This assessment is applicable to the new employee after a three—month

Top Executive
Indirect Staff

Direct Staff

Evaluation method

Elan

Male
100%
100%
100%

Female
100%
100%
100%

* Ability and individual KPI as—
sessment
e Performance Assessment

PiXORD
Male
100%
100%
0%

Female
0%
100%
0%

¢ Performance Assessment

Metanoia
Male
100%
100%
0%

Promotion

Female
0%
100%
0%

* Refer to Metanoia Working
Rules — Chapter VI Attend-
ance, Assessment, Reward and

Avisonic
Male
100%
100%
0%

Female
0%
100%
0%

e Ability assessment
e Performance Assessment

Elan HK.
Male

0%
100%
0%

Onary period. For new employees, the new employee examination will be used. Usually, performance evaluations are conducted 1~2 times throughout the year.

Female
100%
100%
0%

 Ability and individual KPI as—

sessment

e Performance Assessment

Performance evaluation

Every half year Every half year Every year Every half year Every half year
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0.8 Zero—distance communication with the employee and full-range

complaint channels

Elan sets up several channels for employees to com-—
municate with management. It convenes a labor and
capital meeting each month where attendees are rep—
resentatives from the Employees Welfare Committees,
labor/employee representatives and company/employer
representatives consisting of top management staff.
They all gather face to face in open communications.
Other avenues of communications are also provided
for employees to express their opinions. These include
employee suggestion box, performance interviews
during personnel review, departmental staff meetings,
etc. Through these communication channels, employ—
ee complaints are immediately taken into account and
provided with effective solutions thereby reduces any
adverse impact on employees’ life and work, and hence
enhances work performance efficiency. From 2014 to
2018, no serious case of employee complaint has been
filed.

At the same time, in order to safeguard the legitimate
rights and interests of the employees while assist—
ing them in solving their problems individually without
being treated unfairly, the company has introduced
the “Grievance Handling Approach” system. The

HR department is assigned to handle and help solve
problems the staff has encountered at work as well
as in their daily life. The approach not only promotes
industrial harmony, it eliminates discrimination as well.
Furthermore, to maintain gender equality and human
dignity at work, the company has developed preventive

(" 406-1, 4071, 205-1, 205-2, 205-3, 409-1, 419-1 )

measures on evolving sexual harassment cases, so as
to effectively address and prevent sexual harassment
from happening. In handling employees’ grievances, the
company always processes the complaint cautiously
and with strict confidentiality including the information
provided therein. No matter which actions are tak—

en, the company make sure that employees’ human
rights are fully respected and protected at all time.
From 2014 to 2018, no violation of the human rights
has been filed in Elan subsidiaries in Taiwan and Hong
Kong. There is no record whatsoever under any formal
complaint mechanism that would produce information
on Elan’s involvement in any human rights complaints
by members of the human rights groups.

Similar to Elan, Metanoia also provided several com—
munication channels between labor and capital, in—
cluding employee suggestion box, performance inter—
views, departmental staff meetings, and many different
channels to enable employees to respond to problems.
By doing so, the problems can be solved immediate—
ly and effectively, reducing the impact of problems

on the life and work of employees, thereby enhanc—
ing work efficiency. In addition, in order to safeguard
gender equality and human dignity, special measures
have been formulated to prevent and deal with sexual
harassment. In response to the appeals, the company
takes all its staff members’ personal information cau—
tiously with strict confidentiality to ensure that human
rights of colleagues were fully respected at all time.
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Avisonic holds labor—-management meetings every
quarter, with employee suggestion boxes, perfor—
mance interviews, weekly department meetings and
other multi-channels to allow employees to respond

to problems, so that problems can be solved immedi—
ately and effectively, reducing the impact of problems
on employees’ lives and work, and thus improving
work efficiency. At the same time, in order to protect
the legitimate rights and interests of the company’s
colleagues, avoid forced labor, assist individuals to
solve difficulties, and avoid unfair treatment, Grievance
Handling Approach is implemented by the management
office to solve problems in employees” work and life.
The problems encountered in the past are expected to
promote the harmony between labor and capital and
avoid discrimination. In addition, in order to maintain
gender equality and personal dignity, the “Sexual Har—
assment Prevention and Control Measures™ has been
formulated to effectively prevent and deal with sexual
harassment. In response to the appeal, the company
has adopted a prudent and confidential approach to
ensure that the human rights of the colleagues are fully
respected. Since the establishment of the company,
there have been no cases of any labor complaints or
violations of local human rights.
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Last but not least, PIXORD holds labor—management meetings quarterly to let employees respond to problems, so
that problems can be resolved in a timely and effective manner, reducing the impact of problems in employees’
lives and work, and thus improving work efficiency. In addition, in order to maintain gender equality and personal
dignity, special measures for sexual harassment prevention and control have been formulated to effectively pre—
vent and deal with sexual harassment. In response to the appeal, the company has adopted a prudent and confi—
dential approach to ensure that the human rights of the colleagues are fully respected.

2018 Elan Microelectronics violations of the Labour Law

Penalty Cause of penalty Responses

Improve working—hour
extension application
system.

Strictly control the time
limits, and make sure
adjustments made during
the pay period are also
under the labor contract.

Under the Elan labor contract, the salary period is from the 21st of the previous
month to the 20th of the current month. However, considering the 5th of every
month is the pay day, and the calculation and processing time required prior to
that, with the consent of the all production—line employees, the salary period in
February was adjusted (January 21st to February 11th) and the extended working
hours were calculated according to the original salary period. This violated the
Labor Standard Law Article 79(1) and Article 80(1).

Violation of the
LLabor Standard
Law Article 79(1)
and Article 80(1)
Penalty: 150,000
NTD

Note: Metanoia, Avisonic, PIXORD and Elan H.K. have no incidence of violation of laws and regulations.
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7.ENVIRONMENTAL PROTECTION
AND SOCIAL WELFARE

7.1 Elan environmental policy
7.2 Product and service-related environmental protection

7.3 Participation in social welfare and charitable event

Electricity consumption per capita was#69:58 KWh.
Water consumption per capita was 2.75 kWh.
Participated in 34 social welfare events.

For fourteen consecutive years, Elan was once again honored
with the "Distinguished Landscape Award" by the Hsinchu Sci—
ence Park Bureau.

Monitored greenhouse gas emissions for 4 consecutive yeers:
The target value for 2018 was to reduce 20.metric tons, and the
actual reduction was 34 metric tons.

INDUSTRIAL
RELATIONS AND
PUBLIC SAFETY

SOCIAL WELFARE

ENVIRONMENTAL
PROTECTION AND

Independent
Assurance
Statement
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/.1 Elan environmental policy .

Pollution prevention | Company-wide participation |
Environmental protection commitment | Continuous
improvement

Elan Microelectronics carries out pollution prevention
procedures, monitors and controls pollution regularly
based on the ISO 14001 Environmental Management
System Manual. All employees and contractors of the
organization are required to fully participate in the
implementation of the environmental policies. This
includes complying with existing environmental regu—
lations and requirements enacted by the government
and various international environmental organizations.
Performance needs to continually endeavor to achieve
objectives and targets.

To solve resource shortage and environmental pollution
problems, we should start with energy and recourse.
The environment must be protected while maintaining
the natural ecology. The two should complement each
other, i.e., sustainable economic development has to
integrate environmental protection. Rational use and

concept, design, mass production, to waste conserva—
tion, recycling and reuse, this Cradle—to—Cradle pro—
duction approach gives full play to the modern method
of resource recycling and in some ways, protects our
environment and resources, achieving energy efficiency
effects. Meanwhile, we continue to promote pollution
prevention and energy—saving carbon-related activities,
fulfill social responsibility as a good corporate.

Under the company’s Environmental, Health, and Safe—
ty(EHS)policy, we uphold energy saving and gradually
reduce energy consumption every year in order to love
Earth — conserve energy and reduce carbon foot—
print. The main functions of Elan’s factory in Zhonghe
include marketing, R&D, production, operation man—
agement, etc. Due to its distinct characteristics of
processing and operation, the manufacturing process—
es do not involve the use of highly polluted sewage,
wastewater, oil(fuel), or such energy.

2018 Elan Microelectronics main power (Electricity,
water, gas) consumption

Note 1: 100% of the water used by Elan Group is tap water
supplied by Taiwan Water Corporation. As the Group
has no production line, its water consumption is No
more than that of household level. Hence water con
sumption is quite low.

Note 2: Elan Hong Kong, Tainan and Kaohsiung have their wa
ter consumption integrated into their respective monthly
administrative fees. Hence detailed water bill figures are
not available.

Note 3: Elan Zhonghe water consumption and water bill ac
counted for less than 1% of the administration fee in
the whole area. Therefore, the cost is calculated based
on the number of factories in proportion to the area.

Note 4: Among affiliated companies, Metanoia, Avisonic and
PIXORD are renting factories owned by Elan Hsinchu
headquarters. Due to leasing relationship, their public
water and electricity bills are combined into Elan
Hsinchu.

Note b: As for gas costs, only Hsinchu headquarters is charged
with gas bill due to the presence of a kitchen in the
building, and as the staff increases, the usage amount
also increases.

conservation of resources would effectively help in - Note 6: 1 Kilowatt—hour (kWh) = 3.6 MJ
} : ) Electricity con- .

promoting efficient ecological benefits such as water, Company/ sumption(MJ) Water with— | Gas con-

electricity, and resource savings and provide protection ~ Location Note6 drawal/M® | sumption/Kg

to envyronm.ent that miankmd survived. Elan has alyvays Elan Hsinchu 13,762,800 03,064 11,540

complied with the environmental laws and regulations. -

Since its establishment, the relevant environmental au— Zr?gn he 4,652,161 N/A N/A

thorities have made regular or irregular inspections on J )

the company facilities. To this date, the company has Blan Tainan 489,361 N/A N/A

had no viclations or been fined in any way. Elan 150196 N/A N/A

Kaohsiung

The company has always been committed to sustain— Elan Hong “lots N/A N/A

able development and protection of the environment. Kong ’

Green environment and green design are business Total 19,129,474 23.064 11540

ideas we have been focusing on. Our products, from 82
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In response to the international attention on green—
house gas reduction, since 2014, the group sets a
target of reducing 1% of electricity usage per per—
son. Elan headquarter in Hsinchu has also replaced
all office lightings from halogen tubes to LED tubes.
To effectively control and save electricity, we adjust
the temperature of air conditioning daily according to
the weather, set usage restrictions on weekends and
perform monthly inspections.

Elan’s electricity usage is mainly in Hsinchu and
Zhonghe. In Hsinchu, electricity is mainly used for air
conditioners, lighting, and power. From 2014 to 2017,
old tubes have been replaced by energy—saving LED
tubes. As for statistical results, the average annual
electricity consumption of 458.47 kwWh/person in 2016
has lowered to 456.13 kWh /person in 2017, indicating
the replacement to be helpful.

Average electricity usage per capita (kWh/person)

45570

3431

328.5

2018

2017

In 2018, Elan began to replace traditional air condition—
ers with converter—type air conditioners, and replace
the ordinary lightings in the parking lot with LED tubes.
The average electricity consumption in 2018 is 490.46
KWh/person, only 0.12% lower than that in 2017.
However, the total electric power is reduced from
3,988,400 kwh in 2017 to 3,823,000 kWh, saving a
total of 4.14%. In the future, we will continue to replace
old equipment, traditional air conditioners and lamps to
save energy effectively.

On the other hand, in Elan Zhonghe, electricity is
mainly used in offices, production and other (calculated
by MCA based on air conditioning usage rate). Due to
the annual control of air compressors, the utilization
rate per person from 2014 to 2015 shows a downward
trend. The rate has slightly increased in 2018 to 328.5
kWh/person due to the addition of new employees and
an increase in Company’s production capacity. Still a
4.25% decrease compared with last year. The stream-—

B Elan Zhonghe B Elan Hsinchu

4567 4584

I ) I
2016
83
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lined manufacturing operation increases the production
capacity but also the power usage. Although the densi—
ty of the PCBs was reduced and the consumables were
saved, the total power consumption still increased by
14.57%. In the future, we will replace all air compressor
systems with converter—type control to save power.

As global climate changes rapidly, water scarcity is
worsening. Since Elan is an IC design company, it uses
people’s livelihood water. The target rate for the annual
water consumption per person is set and actions are
taken to help obtain the goal. For example, toilets with
higher water consumption have been replaced by toi—
lets, in order to adjust the amount of water used. Also,
when creating a green environment, plants with fewer
water demands are used. Last but not least, in order
to reduce water usage, monthly inspections are carried
out to make sure we have effective control our water
usage.

The Group uses tap water throughout the company,
with consumption mainly from Hsinchu. The same ap-—
plies to Elan Zhonghe, however, since the amount used
and cost are less than 1% of the administration fee, the
costs are calculated based on the number of factories
in the park in proportion to its areas. No actual use of
actual information on usage rates is enclosed.

In Hsinchu, water is used mainly for restrooms, water
fountains, kitchens, watering flowers and others. The
annual rate of water use per person does not fluctuate
significantly. However, the rate in 2017 significantly
reduced due to the repairing of underground pipelines.
Since only households were used, the average water
use per person in 2018 and 2017 was even. We will
continue to maintain in this range in the future.
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In 2018, the group’s total greenhouse gas emissions  Direct gas emissions (Scope 1): 2018 Elan Hsinchu CO, emission
have reached 3,084.828 ton CO,—e, of which 96%

of the emissions were from electricity (Scope 2). Since the main source of direct greenhouse gas S Ejglse| tﬁ‘l_e .
emissions is for company’s operation, all we can do used for | used for | petrole- )
Year |Unit Scope 1 | Scope 2 | Scope 3 | Total to reduce gre_enhouse gas is to purchase fuel—basgd com- |emer— |um gas Septic Total
company vehicles models and carry out regular main— pany  |gency |used tank
2018 | ton (CO,-e) | 124.001 |2,946.02|14.807 |3,08483  tenance when mileages are met. vehicles | genera- | in the
, tors kitchen
The Group s direct greenhouse gas emission types are BT
gasoline used for company vehicles, diesel fuel used (Kiloliter) 8.8 0.32 22.897 [N/A |32.028
Greenhouse gas emissions for emergency generators, liquefied petroleum gas CO2 Emission
used in the kitchen, and personnel septic tank emis— (ton CO,-e) 20805 |0.837 |20.247 |77.393|119.28

sions. Only Elan headquarter in Hsinchu is equipped
with company vehicles, emergency generators, and Note: The fourth IPCC Assessment Report (2007)
cafeteria, using a total of 32.028 tons of energy and
producing 41.889 tons of CO2—e greenhouse gas
emissions. As for septic tanks, the total working hours
refer to the data listed on the declaration of occupa-—
tional hazards. Hours in Elan Tainan, Kaohsiung, Hong

Elan Hsinchu gas emission factors (EPA’s Greenhouse
Gas Emission Factor Management Table 6.0.3)

Kong and Avisonic are taken from each company’s Fuel Clas— |\, CO, emis— | CH, emis— | N,O emis—
internal record for none of them is required to report sification sion factor | sion factor | sion factor
online. Overall, the total amount of greenhouse gas Gasoline | 2018 2.2631 0.000816 | 0.000261
emissions is 82.112 ton CO2—e (refer to the table be— used for 2017 2 R3] 0.000816 0.000261
low). The Group’s total amount of direct GHG emis— company

sions is 124.007 ton CO2—-e, representing an increase vehicles | 2010 — D000 | DIO00ZeT
of 10.812% as compared with 2017. The increase Diesel fuel | 2018 2.606 0.000107 | 0.000021
is mainly due to the addition of employees at Elan used for 5017 2606 0.000107 | 0.000021
Zhonghe in 2018, leading the greenhouse gas emis— emergency

sionsgof septic tanks inc?‘easeg. On the oﬂ?er hand, the ~ 9enerators e S 0000107 0.000021
increase in Elan Hsinchu was because the company Liquefied | 2018 17529 0.000028 | 0.000003
vehicles were used a lot to conduct product testing, petroleum | 507 17529 0.000028 | 0.0000083
using more gas, and hence produced more greenhouse Eﬁiﬁéz i 016 17509 0.000028 | 0.000003

gas emissions.
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Indirect greenhouse gas emissions (Scope 2):

To reduce greenhouse gas emissions as an effort in environmental protection, the
Company aims to control indirect greenhouse gas (GHG) emissions by controlling the
amount of electricity used. All kinds of actions are taken such as adjusting tem-—
peratures of the air conditioners daily according to the weather, performing regular
maintenance on mechanical equipment, monitoring electricity rate each month, etc.,
to reduce greenhouse gas output.

Indirect greenhouse gas emissions come mainly from the Group’s electricity usage.
Among them, Hsinchu area covers Elan headquarter and its affiliates including Meta—
noia, Avisonic and PiXORD. The Group’s total power consumption rate is 5,313,743.
(refer to the following table). Elan Group's electricity usage and CO2 emissions in
2018 is 2,946.02 ton CO2-¢e, 0.61% more compared to last year due to the addition
of new employees and an increase of production capacity in Elan Zhonghe.

Elan Elan Elan Elan Elan Hong Total
Hsinchu Zhonghe | Tainan Kaohsiung | Kong

Electricity 3823000 1202267 |135934 |41721 20821  |5313743

consumption(kWh)

CO, emission

factor 0.554 0.554 0.554 0.554 0.66 -

(Kg CO,—e / kWh)

ggﬁer;"ss'on(ton 21794 |715916  |75307  |23M3  [13742  |2.946.02

o

Notel: 2017 Coefficient of Emissions in Taiwan, Bureau of Energy. Coefficient of Emissions in
Hong Kong, China Light & Power Company Syndicate Sustainability Report 2018.
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Other indirect greenhouse gas emissions (Scope 3):

The control of other indirect greenhouse gas emissions focuses on company vehicles
and the removal of waste. For the company vehicles, fuel-efficient models are used
and maintenance is carried out according to mileage. We also replace vehicles once
in a while to reduce greenhouse gas emissions. As for waste removal, we choose to
take the route with the shortest distance between the company and the incineration
plant. The total amount of other indirect greenhouse gas emissions is 14.807 ton
CO,—e. Relevant data are as follows:

Elan Hsinchu Elan Zhonghe Total
Waste removal(tkm) 407.758 5,185 —
CO, emission ( ton CO,-e€) 0.096 1219 1.315
Waste produced(ton) 235 16.931 —
CO2 emission (ton CO,—€) 7.99 5502 13.492
Total(ton CO,-e) - - 14.807

Note: Company vehicles are only available at the headquarter in Hsinchu.

EMC 2018 CSR Report
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Measures to reduce greenhouse gas emissions: ( 3055

1.

Since 2014, Elan headquarter in Hsinchu has begun
to replace all office lightings from 27W PL lighting
tubes to 9.8W LED energy—saving tubes. In 2018,
we finished replacing lighting fixtures in all meet—
ing rooms and changing some of the traditional air
conditioners to converter—type air conditioners.

. Office area on each floor is installed with tempera—

ture monitors to display actual indoor temperatures.
The numbers are then used as standards for ap—
propriate temperature adjustment. By doing so, air
conditioning usage will not be wasted on individual
preferences.

Announcements reminding all staff to turn off the
lights to conserve electricity.

Computer not turn—off message reminder: Set up
automatic monitoring system. If an employee did
not shut down the computer after work, the MIS
system will send an e—mail the next day to remind
the employee and his/her supervisor to always shut
down the computer before leaving.

Guard patrolling: During nighttime hours, a guard
will patrol offices on each floor every hour and tum
off the lights if no one is seen in the areas.

In compliance with the law, Elan performs initial
filtration processes on each type of gas used in the
laboratories.

Since the end of 2012, Elan Zhonghe started an
independent power consumption analysis. For items
with higher electricity usage, improvement meas—
ures on system and usage management aspect are
carried out, such as replacing all lighting fixtures to
T5, control air pressure according to needs, and
control air conditioning temperature and time, etc.
By saving electricity within the company, continue
to reach the maximum production capacity with
minimum electricity usage.

Elevator and public electricity usage at Elan Zhong—
he are in coordination with the energy—saving
concept of the Far Eastern New Century Industrial

Park. With reduced expenses, continue to improve
main energy consumption in the park, and gradually
promote the upgrading of the operational efficiency
of the Company’s facilities and equipment, such

as chiller energy efficiency improvement, cargo lift
and freight elevator deactivation on holidays, and
hierarchical regional control on holidays and during
night hours.

9. For fourteen consecutive years, Elan was once
again honored with the highest award, “Distin—
guished Landscape Award” by the Hsinchu Science
Park Bureau.

10. Paperless operations has been implemented in
Hsinchu since 2001. In 2004, warehouse reports
and documents were electronically controlled. In
2017, visitor's online reservation system was set
up. To further save paper, a card—swiping Tunction
will gradually be added onto each printing machine.
The change is expected to be complete by 2022. In
the future, the use of printers in each department
will be controlled and reduced. As for the printing
paper usage, in 2018, we had used 674 bags of
paper, a 20.61% reduction compared to 849 bags
in 201. Last but not least, the individual With—
holding Tax Statement will no longer be given out,
unless requested. The paper sign—up forms used
in the cafeteria will also be replaced by card swipe
machines.

Effluent and waste are classified as follows:

((303-4,303-5,306-1,306-2 )

Effluent:

Elan is a professional IC and module designing com-—
pany. Its wafer and downstream production are entirely
outsourced. Hence, aside from household type of
sewage, Elan does not create polluting wastewater

or oil (fuel) and other high polluting waste. In Hsinchu
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Science Park, after initial handling of sewage that flow
from each of the park’s tenants, all effluent is drained
for integrated treatment into the sewage handling plant
located inside the park and finally the Ke—ya river. An
effluent handling fee is collected in reference to water
consumption indicated in the water bills. The total
effluent was 80% of the total withdrawal listed on

the water bill. In 2018, the total water consumption in
Hsinchu was 23.06m3, a decrease of 3.64% com-
pared to 2017. Monthly water bills for Elan Hong Kong,
Tainan and Kaohsiung are included in the management
fee. Therefore, there is no detailed figures on water
consumption. In addition, Elan Zhonghe water con—
sumption and water bill accounted for less than 1%

of the administrative fee in the whole area. Therefore,
the cost is calculated based on the numbers of factory
households in proportion to the factory area.

Elan Hsinchu Average water comsumption per capita

30.000 29,788

25.000
20.000
16.000
10.000
5.000
0.00

D3.066 23932

2018 2017 2016

Note 1: Elan Hong Kong, Tainan and Kaohsiung have their
water consumption integrated into their respective
monthly administrative fees. Hence no detailed water
bill figures are available.

Note 2: Elan Zhonghe water consumption and water bill
accounted for less than 1% of the administrative fee
in the whole area. Therefore, the cost is calculated
based on the numbers of factory households in pro
portion to the factory area.
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Water consumption: Aside from actively promote waste recycling, Elan has been working to implement the best
management of general waste disposal by taking relevant actions include the following:

Water is mainly used at Elan for toilets, water dispensers, kitchens, water—
ing flowers and others. The water consumption is calculated according to 1. Wastes are classified and stored according 4. Arrange waste—removal vendors to
the difference between the effluent and the water withdrawal. The water

Ve / ! . to types and characteristics. perform tailgate audits.
consumption in 2018 is 4*10—-6 megaliters. However, there was a time error 5 Onesit t and beli 5. Reaular! dit the d " "
in the calculation of effluent and water withdrawal, and the calculation was - Un=site management and proper 1abeling. . Regularly audit the documents on waste

based on that on the water bill, so the actual water consumption cannot be 3. Perform waste storage site management removal.
presented on the data. audits aperiodically.

Waste: Elan group waste produced(2016-2018)

The company’s general waste mainly consisted of household waste. More—

. : . Year |Amount |Recycled | Amount of hazardous industrial waste produced (tons)
over, waste that may pose as hazardous is categorized as the electronic

components stored’m the warehouse and the laboratory liquid substances. g];nerm Ef;%urce EE}%”'ch 5\/_ 0?7 \(/:V_Ofoz g._?.ﬁos. fotal t[?estn;c—
In 2018, Elan group’s general industrial waste total output volume was 44.61 ndustrial com—WI Coa;pi_ ooarr?peo— reI:icI;IL?elon clg::ﬁo_
tons. Of the total, the recycled volume was 6.998 tons and waste considered waste ponents | nents nents with | containing dential
hazardous was 6.1507 tons. The preceding figure indicates that the volume (ton) attached PH=2 | aniline docu—
of hazardous industrial waste is less than 10% of the total, this shows that ments
the harmful effect is extremely low in the industrial chain. (ton)
Elan group, in addition to reporting by the EPD’s environmental regulations 2018 | 44.61 6.998 1206 4.7847 0.6 - 6.1507 |3.36
and implementing industrial waste recycling, asks its contractors to comply Total | 2017 4684  19.043 1.092 3.869 - - 4961 1254
with the requirements set under Environmental Protection Law, Occupational 2016 |44.412 | 11.422 0.3 2.866 0.1 0.008 3274 289
Safety and Health Law, and Fire Control Law. Continue to educate and pro—

mote recycling, sort general business wastes by types such as non—process,

recyclable/non-recyclable, etc. and hand them over to qualified handling

vendors.

The company wastes are classified as general waste (Class D), recycle

(Class R) and hazardous waste (Codes: C-0301, C-0202, E-222, E-0217).

For confidential files, we will arrange special destruction each year to dis— ‘

pose them all at once.

Disposal of waste: General waste, confidential documents and hazardous

waste of code C-0301 are to be incinerated. Electronic components (Codes

E-0222, E-0217) are to be physically shattered and code C-0202 waste

acid is to go through chemical neutralization. -

Elan group 20W6 2018 Recycled resource
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Environmental expenditure and investment(2016—-2018) Unit: thousand

W 2016 2071/ W 2018
9.000
7742 S110
8,000
7,000 6,737
6,000
5,000
4,000
3,000
2,000
1,000 712757z
N . m 166 168 175 3// 189 194 71 66 67
0 s s - H e
ELAN Metanoia Avisonic PiIXORD ELAN H.K.

Note: The environmental protection expenditures include cleaning fee, labor fee (e.g., verification fee), education and training fee, maintenance—housing equipment and consumables
(e.g., lighting tubes repair).
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/.2 Product and service—related environmental protection

“Green Products” has always been a fundamental re—
quirement of Elan. All series of Elan’s products com-—
ply with RoHS, Sony GP, REACH, and Halogen—free
requirements. Elan provides customers with a Warranty
on Non-Inclusion of Hazardous Substances. From
design, production materials to product output, Elan
has consistently called for “Green Design”, “Manufac—
turing and Purchasing Processes”, “Conservation of
Resources and Recycling” and “Waste Management”,
continuously pursues improvement and innovation.
Starting with design aspects, management control and
actual implementation, to reduce unnecessary industrial
wastes.

To achieve “Green Design”, while designing the perfect
products to satisfy our customers, we also insist on
following the basic principles of eco—design at all time.
Playing a role in environmental protection, the use of
hazardous substances declared by RoHS, Sony GP,
REACH and Halogen—free requirements are strictly
prohibited in the Group. Elan hopes and will continue
to exert sustainable environmental protection efforts in
Elan’s products and for the next generation.

Conservation and high efficiency are Elan’s R&D ob—
jectives that will help reduce the demand for energy or
components of products and services:

1. “High—transparent Touch Optics Module” uses
Low Power DSP to achieve handwriting recognition
features. With simple design and peripheral compo—
nents, Elan capacitive touch sensors can efficiently
save space on circuit boards and reduce cost. Elan
received the “Best Choice of the Year” award and
the grand awards in peripherals and accessories

category with this module in the COMPUTEX TAI-
PEI 2009.

. “Smart Touch Multifunctional Remote Control” is an

all-in—one design that combines audio remote, TV
remote, virtual PC keyboard, handwriting, pres—
entation remote, gaming/joystick and other modes
into one single remote, saving lots of materials,
battery consumption and pollution. As environmental
protection awareness rises, this product provides a
better green living option. This product was re—
warded the “Best Choice for Digital Entertainment
Products” in the COMPUTEX TAIPEI 2009.

. “Windows 8 Smart—TouchscreenTM Single Chip

Solution” contains built—in high—efficient sensor cir—
cuits, high—voltage driver circuits and dual DSP core
frameworks that can reduce chip working frequency
and power consumption to conform to Windows 8
specifications. Windows 8 Smart—TouchscreenTM
single chip integrated with excellent hardware and
software technology, reducing the use of wafers,
external components and PCB material cost. More—
over, it supports 11.6” ~18” touchscreens. This sin—
gle chip uses small packaging and simple external
components, and it is the world’s smallest circuit
board with a width as little as 6mm. Not to mention
its world’s lowest power consumption. By efficiently
reduce component usage and metallic (battery) and
other material pollution, goals of higher stability and
lower power consumption can be obtained.
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4. The development of “Low—Power—Consumption
Ultra Energy—Efficient Solar—Powered Calculator
Chip” has overcome the technical challenges of the
overcritical low power consumption of a calculator.
Satisfying 1.5V MCU, the chip uses solar panel as
the power supply, conforms to the application trend
of the international top manufacturer brands. With
this chip, Elan is expected to be the first provider of
solar—powered calculator chips in Taiwan.

5. “Single-Layer Touch Module Sensor” has a ver—
tical triangular stack structure design, wafer pins
can be lain on a single side. With shorter routing,
the sensor requires only a single—layer ITO mask
to complete. Not only does the sensor provides
advantage in cost control, it also has good effi-
ciency, supports b—finger touch screen solutions,
significantly reduces the use and pollution of masks
and other materials which can all enhance product
competitiveness.

6. “Pointing Stick Module” has power saving and
low—cost features. Touch sensor senses finger
movement through the integration of analog sens—
ing. The advantage of this technology development
is its low power consumption. When in operating
mode, depleting an average of only 900 pA and can
totally be used for PS2/12C mode. In addition to
achieve low noise, simple external application cir—
cuits in our modules, fast yet low power consump—
tion and green design are the biggest technological
advantages and requirement of Elan.
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7. The second generation of “Smart-Touchscreen
single chip” is currently the market’s first single
touch IC solution that meets the Windows 8 LPML1
(Link Power Management, L1) specification require—
ments.

. The BLDC (Brushless DC) motor equips with 16-bit
MCU and DSP total solution to provide a complete
solution that achieves great efficiency, high rota—
tional speed and low power consumption. It can
be used in industrial grade products such as hair
dryers, ceiling fans, etc. From 2014 to 2018, Elan
has shipped out 115,694 units. Compared to tradi—
tional induction motors, it has already saved about
15,790,555 kKWh of electricity.

Formula: kWh saved = amount of shipments * kWh
saved per IC * hours used per day (3 hours) * days
used per year (140 days) * lifetime (5 years)

. Fingerprint identification wafers do not require
external metal rings nor additional ICs to apply drive
signals. This minimizes module design size, save
materials and lower cost. With a single IC, high
sensitivity performance can be achieved. Meanwhile,
passive components can be enclosed into the sen—
sor package, simplifying application circuits. Also,
users can even use single—layer EPC to effectively
reduce module cost. With the patented adaptive
parasitic capacitance cancellation technology, high—
er level of sensitivity and lower energy consumption
are achieved. Other competitive advantages include
its fast unlock operational efficacy, simple hardware
structure, high production efficiency, high yield, and
no advanced semiconductor process is required for
manufacturing fingerprint sensor chips.
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The development of the Master IC Built—in Hard—
ware Clock Circuit uses environment—friendly lithium
batteries as the clock’s backup power supply, and

it does not need to be replaced within the clock’s
lifetime. If the main power supply is cut off, it can
supply power to the clock, maintain precise internal
operations for at least 5 years. When the battery
voltage is low, the meter will give an alarm. The
date and time settings must contain safety meas—
ures that prevent non—authorized operations.

The development of the Electric Energy Meas—
urement and Smart Meter with Smart Monitoring
ICs uses systems In-Synergy, smart meters (smart
home appliance control), and smart monitoring/
smart home appliances. Provide intelligent, energy
saving, security and other features, so that users
can easily connect portable devices such as mobile
devices to Smart devices for energy saving and
safety monitoring purposes.

The development of the Glass—cover Capacitive
Fingerprint Sensor Module has a built—in drive signal
booster, with no additional IC required in order to
minimize module design size and save parts cost.
Its higher sensitivity lower power consumption also
increases performance and cost competitiveness.

The development of the 2—in—1 Touch and Display
Chip for smartphones has a built—in 60Hz/120Hz
auto—switching function. Enter low power mode
during low operation to achieve low power con—
sumption. In addition, not only can the IPD (In—
Phase Driving) function effectively reduces the
external capacitance, it can also support larger
panel loading (panel load). By combining touch and
display driver chips, the production cost can be sig—
nificantly reduced while performance improves and
the use of peripheral components reduces.
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14. The development of the Half Bridge Induction
Heater with Capacitive Touch IC aims to achieve
high anti—-noise, waterproof, anti—accidental touch,
gloves touch control, power (fire) control, tim—
ing control, etc. Elan strives to provide the best
cost—effective control chip that coordinates with
green energy—saving factors.

15. The development of a new type of VCM Driver
Chip with built—in Flash Program memory users can
instantly modify the control program to enhance the
performance of the controller. The constant current
drive is employed to achieve high—quality an—
ti—shake and high accuracy. The 3 built—in channel
halls amplify small signals during circuit processing
1o save the needs for external OP amplifier circuit.
Improve the production process by writing the best
parameters into the controller memory will also

substantially stabilize product quality.
Production and purchasing

In response to the rising cost of major raw materials,
upon the completion of a product design, planning,
purchasing, production, and product output process—
es are all to be strictly controlled. Submit item pur—
chase requisitions, reduce inventory stacking cycle,
and decrease raw materials used in the manufacturing
process by improving production techniques, etc. are
all actions Elan has taken in hope to produce the max-—
imum output value with the minimum materials.
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Resource conservation and recycling ( 3013

Establish Standard Operating Procedures (SOPs), from 3. Recycling scrapped products: Defective semi—fin—

offices to the production sites, foster good organize ished and finished products are categorized ac—
and clean habits and achieve PDCA (Plan—Do-Check— cording to types such as Wafer, Dice, Package, and
Action) management cycle. Through continuous im-— PCBA. During the quarterly destruction of waste,
provement in the control and management of materials, scrapped products are handed to recycling ven—
resources and waste recycling, reducing the purchasing dor. Metals such as gold thread and copper will be
and waste of materials. refined and re—used.
1. Promote paperless operations, a fully electron—

ic management system: For 14 years, Elan has Percentage of scrapped trays recycled (2016~2018)

been committed to “paperless” operations and

has self—-developed an electronic document sys— 8.00% 6.64%

tem. Qfﬁqal doogments, Qonﬁdenha\ documents, 6.00% WA%

meeting information, quality system procedures/

specifications, operational forms, etc. have all been 4.00%

electronicalized. By doing so, it greatly reduces the

necessity and the amount of paper used. 2 00%

2. Packaging material recycling: Materials such as
trays, tubes, wafer cassette, cartons, buffer, etc.
are all recycled in one way or another. For example,
during the quarterly destruction of waste, scrapped
trays will be retained and recycled aperiodical—

ly. In 2018, tray accounted for 6.64% of the total

recycled materials being re—used. The rest such as

tubes, wafer cassette, cartons, buffer, etc. are kept

in the warehouse area for recycling and re—use. NTD

The calculation formula is as follows: Number of Unit: NTD thousand

scrapped trays recycled by a vendor * Average .
capacity per tray / Amount of PKG sales during the Total amount of environmental expense

reporting period. and investment (2016~2018)

0.00%
2018 2017 2016
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/.3 Participation in social welfare and charitable events

( Other—7 Participation in social welfare and charitable events )

In the past few years, Elan has begun to participate in social welfare and charitable events. The elderly and children are the disadvantaged minorities we pay most attention
to. By taking practical actions to host and sponsor events, donate money and supplies, we hope to contribute our efforts as part and fulfill social and civic responsibility.
Each year, Elan lists an annual charity budget and searches for suitable non—profit organizations (currently focused on the elderly, children and other vulnerable groups).

In addition, Company-wide charity events are often held which employees are encouraged to engage in these meaningful activities such as volunteering, supporting sales,
making posters, etc. Not only do Company’s executives participate in each activity, volunteered employees also actively support the campaign and contribute whatever they
could —— those with money donate money and those with time/effort donate time/effort. The company also granted compensatory days off to whoever volunteers in such
events. Employees’ partners and families are encouraged to participate as well. In the future, Elan hopes to gather more organizations and offer more care and assistance to
disadvantaged groups in different parts of the society. By 2018, Elan has already participated in 34 charity events.

) Corporate
Hosting/ Employee Executive volunteer
Organizer Event Group 2018 2017 | 2016 | 2015 |2014 : Sponsoring . engage- -
co-hosting donation participa—
ment )
tion
. . ) ) “Hold on to the Years. Hold on to Love."
Jesuit Catholic Social Service z : g
} . Cherish the elderly” propaganda and love | The elderly V V V V V v v v v v
Center in Hsinchu :
camival
Huashan Social Welfare Foundation Love e E'Ider\y‘ Love e Gathgﬂng. The elderly V V V V V v v % v v
Moon Festival fortune food sending
Huashan Social Welfare Foundation | Second-hand goods donation The elderly V V V v v \
: ) “Painted Heart Smiles” Send love to the .
Children Are Us Foundation tribes —— Aesthetic life exhibition four Children V V v v v v
Taiwan Abundant Life Association | Summer English camp for tribal children | Children V V V V %
Accton Technology Corporation Christmas Dream-Come—True project Children V V V V V v
National Taipei University of Tech— Cultivate technology talents College stu— v y Y y
nology dents
National Sun Yat-sen University Cu.lmvate technology talents in Southern | College stu— v ” y ”
Taiwan dents
glrilr\:gte aClL el etizelietie Thanksgiving charity event Children v v V v v v
Ta Hwa University of Science and | Cultivate scientific and technological College stu- N v
Technology talents dents
Environmental Protection Bureau of : :
Hsinchu City Earth Day beach cleaning Environment V v v v
Puzzle Cat Taiwan Cat lunchbox fundraising event Stray animals vV v v
Taiwan Al Academy Al talents V 93 v
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Sponsorship Event Group Number Amount sponsored (in Number of students participated in the Number of
of people NTD) industry—university cooperation volunteers
sponsored
Jesuit Catholic Social Service "Hold on to the Years. Hold on to The elderly
: . \ : 46,458 13
Center in Hsinchu Love" love camival
Accton Technology Corporation Christmas Dream-Come-True Children 99 49500
project ’
Ta Hwa University Internship opportunities for college College 1
students students
Taiwan Al Academy Donation Al talents 14,086,667
Huashan Social Welfare Foun— 2018 "Love the elderly" Moon Festi- | The elderly
; 61,390
dation val Sports Day
Total 14,244,015

Care for vulnerable groups—the elderly with three lost

Toward the end of each year, Elan and Huashan Foundation will co—sponsor the
“Love the elderly. Love the gathering.” charity event, sending fortune food, red
envelopes and rice dumplings to the elderly with three lost —— loss of intelligence
(disabled), loss of normal functioning (Dementia) and loss of reliable family mem-—
ber (abandoned). In hope to help putting up a warm New Year Eve dinner for those
elderly. In addition, Elan hosted company—wide second—hand goods donation events,
encouraged employees to donate first or second—hand items they no longer need
(yet still usable). All the items are then collected and donated to Huashan Social
Welfare Foundation to sell in their charity events. Profits gained from the charity
sales are to be used as foundation’s operating fund and fund to support the dis—
advantaged elderly. By doing so, not only can we save resources, but also provide
direct help toward the disadvantaged elderly groups.

94

Care for vulnerable groups—solitary elderly

For the seventh consecutive year, Elan co—hosted the “Love Carnival” with the Jes—
uit Catholic Social Service Center in Hsinchu, setting up charity sales in the com-—
pany, subscribing carnival tickets, and having employees to volunteer on the day of
the carmival. The sale proceeds were donated in full to the Social Service Center to
serve vulnerable elderly and purchase transport vehicles. We hope to give a hand to
poor, disabled solitary elderly through these charity events and help them celebrate
the Mid—Autumn Festival with love and blessings.
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A ove Carnival

Care for vulnerable groups—disadvantaged children

On Christmas Eve, companies in Hsinchu Science Park will all engage in the Christ—
mas Dream-Come—True Project, fundraising Christmas gifts for disadvantaged
children in Hsinchu. Elan has always been a major participant. With a pure intention e
of giving back to the society, employees gather goods to make disadvantaged chil— A Christmas Dream—-Come-True Project
dren’s Christmas wishes come true. This Christmas Dream—Come-True Project has

been going on for 16 years, helped thousands of disadvantaged children and took

practical actions to practice the concept of social citizenship. Moreover, we hope

to plant a seed of love in each kid’s heart, as the love takes root and grows, it may

find a way to spread it to more people who need help.

(5]

In 2018, employees voluntary donated gifts and helped 99 children fulfill their wishes.
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Cultivate technology talents through Industry—University Cooperation Program—
College students

As an IC design company, the cultivation of technology talents begins at schools

and the promotion of Industry—University cooperation is the most direct and efficient
way for Elan to contribute to the society. Rooted from the campus, provide intern—
ship opportunities to the school to create a win—win situation between Elan and the
school. Without a doubt, providing internship is one of the most effective and easiest
ways to develop talents in an early stage. Through the provision of workplace intern—
ship opportunities for students, the interns” learning and work content are arranged
in a planned manner. Under the leadership and subtle influence of the seniors,
interns are able to experience the practical skills in the workplace and cultivate cor—
rect working attitudes. This industrial—university cooperation will nevertheless foster
students’ potentials and cultivate young talents for the society.

Such internship program is planned in advance by Elan and the school, lasts for a
semester or an entire year. The specific work content and achievable task system
are designed to allow students to enter the workplace early. Extensive knowledge
and practice have also injected new vitality and creativity into the company. Also, the
company can explore suitable talents and retain excellent internships to create a new
force for the company. For students, it is possible to recognize the workplace and
the employment environment early, strengthen self—function, and then make the right
career choices. From 2014 to 2018, Elan has provided a total of 49 job openings for
undergraduate and graduate students as internships or Industry—University coopera—
tion projects.

A Industrial-university cooperation
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INTERESTS
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Cultivate Al talents—Al Technology talents

Assurance GRI Index
Statement

In order to raise Taiwan industrial competitiveness, Elan Microelectronics has joined
forces with a number of companies to promote the Taiwan Artificial Intelligence
School. As a platform, we expect this school to promote the correct understanding
of artificial intelligence and the latest technology for production, government, study,
and research talents. This industrial—university cooperation will earn Taiwan a place
in the rapid development of Al and data science technology globally. Nonetheless,
building an Al School can bring young blood into the Al industry, cultivate Al talents
with practical experiences, and gradually, develop independent Al technology here in
Taiwan. On the other hand, it is also a contribution to Taiwan’s technology ecology.
In 2018, we donated more than 14 million NTD, and we expect to reach our goal of
donating 30 million NTD within three years.

A Taiwan Artificial Intelligence School

v
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INDEPENDENT ASSURANCE OPINION STATEMENT

Elan Microelectronics Corporation 2018 Corporate Social Responsibility Report

The British i ion s il to Elan M ics Corp referred to as Elan

Microel ics in this and has no linancial Intams! in the operation of Elan Microel ics other than for the
and verification of the inability st imed in this report.

This i opinien has been prep: for the of Elan only for the

P of ing its relating to its corp social ibility (CSR}, more particularly described in the

Scope below. It was not prepared for any other purpose. The British Standards Institution will not, in providing this

ind ch opinion accept or assume ibility (legal or otherwise) or accept liability for or in

connection with any other purpose for which it may be used, or to any person by whom the independent assurance opinion
statement may be read.

This ind 4 opinion is prepared on the basis of review by the British Slandards Institution of
information presented to it by Elan Microelectranics. The reuiaw dues not extend beyond such information and s solety

based on it. In perlorming such review, the British has that all such information is complete

and accurate.

Anyquedesma:mayarﬁabymdm Jepend opinion or matters relating to it should be
dd| d to Elan Mi only.

Scope

The scope of engagement agreed upon with Elan Microalectronics includes the followings:

1. The scope s with the description of Elan Mi G 2018 G ite Social
Responsbility Report.

2. The evaluation of tha nature and extent of the Elan Microel les’ adh to AA1000 A y Principles (2018)
and the reliability of ility i ion in this report as conducted in accordance with type 2 of
AA1000 Assurance Standard (2008) with 2018 A i ility

This statement was prepared in English and translated into Chinese for reference only.

Opinion Statement
We conclude that the Elan | 2018 Corp Social F ibility Repon p & fair view of the Elan
i i and perf during 2018. The CSR report subject to assurance is materially

carrect withaut voluntary omissions based upon testing within the limitations of the scope of the assurance, the Infarmation
and data provided by the Elan Mlcmﬂhmm and the sample taken. We believe that the 2018 economic, social and

arg The CSR p in the report
El-aﬂ Microel * efforts g I:vy its hold

Our work was carrled out by a team of (CSR) repart assurars In aamrdmvdth the thoas :zm; with 2018 Addencl.lm.
We planned and performed this part of our mn: Io abtain the = i I we )
pravide sufficient evi that Elan Mi iption of their app mnmouoss (2008} with 2018 Addendum
and their self-d ion in i with GRI dards: Core option were fairly stated,
Methodology
Qur work was designed to gather evidence on which to base our ! We und the f i iti

— a review of issues raised by external parties that could be relevant to Elan Microelectronics’ pudlcieslonmvﬁsa
ahackcnme appmplhlanesso(slatamsnlsmadelnm report

— with on Elan Mi 1o staket M we had
wpled two external to conduct !
— interview with 10 staffs involved in inability g repart p ion and of repart inf
wera carried out

— review of key organizational developments

— review of the exient and maturity of the relevant accounting systems for financial and non-financial repors

— review of the findings of internal audits

— the verification of performance data and claims made in the report through mesting with managers responsible for
gathering data

— review of the p for gathering and ing the y of dala, followed data trails 1o initial aggregated
source and checked sample data to greater depth during site visits

— the consclidated financial data are based on audited financial data, we checked that this data was consistently

reproduced

— review of supporting evidence for claims mnde in the reports

— an of the organization's reporting and Ta} ing this g against the
I [l R i and Impact as described in the AA1000AP (2018)
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Conclusions
A detailed r\av\wmI against the F and Impact of A {2018) and
ion as well as GRI jards is set out below:
Inclusivity
I this report, it reflects that Elan Microel ics has continually sought the g of its iders and
icipation of has bm an

material sustainability topics, as the p In ing and

hie and i to inabil There ara fair rep g and discl for I

environmental information in this repont, so that appropriate planning and target- setﬁng can be supporied In our professional

opinion Iha repart covers the Elan Microslectronles’ inclusivity issues and has demc ible conduct
By i by top Nl and img in all levels among organization.

Materiality

The Elan Microelectronics pLi:lIshes mamia! mplcs that will wbs‘lmuuely lnllmme and Irnpaﬂ the mmems deciskons,

actions and perfi of Ela and its inability | d enables its
ikeholders to make inf j about the Elan ! and p In our

professional opinion the report covers the Elan Mn—ueleeh'on-os material issues,

Responsiveness

Elan Microgl has i Ihepractlcelampundnothe p i ana ptions of its stak An

Elhlcal Pohcy Inr the Elm Mi icls ity to further enh: Elan

o Topu:s that slﬂtahuidar oomem about have been responded

timety. Inour pmfessuuna] opinion the mportwms the Elan M Issues.

Impact

Elan Mi k has and fairly d impacts that were d and disclosed in probably bal d

and eflective way. Ean has to maniter, and manage impacts that

lead 1o more effective dac!aﬂm-makng and l\ssl.lls-bassd manw within an crganization,
the report covers the Elan Microslectronics’ impact issues,

Performance information

In our professional opinion

Based on our work in this ility ion such as GRI
disclosures disclosed in this report, Elan Microslectronics and BS| have agreed upon o include in the scope.  In our view, the
on procedures underiaken

data and informalion contained wlthln 2018 Elan mmmnu CSR Report are reliable
by means of hing, re-track and

GRI Sustai "illly". ing Standards (GRI Standards)

Elan Microelectronics provided us with their sell-declaration of in d; with GRI Standards: Core oplion (For each

malerial lopic covered by a lopic-specific GRI Standard, comply wﬂh aJI reporting requirements for al least one lopic-specific

disciosure). Based on our mm. wa confim m social ity and with
i o GRI are rep i, partially ruporlad or omilted. In our-professional opinion the self-

declaration covers the Elan Microel ics' social responsibil inability topics.

Assurance level

The mod level pravided is in d with AA100DAS {2008) with 2018 Addendum in our review, as

defined by the scope and methodology described in this

Responsibility

This CSA report is the responsibility of the Efan Mis ics” chai as in his ility letter. Our

responsibility is to provide an indep opinion 1o stakeholders giving our p opinion based

on the scope and methodology described,

Competency and Independence
‘Fhe assurance team was onmposed of Lead audilors experienced in relevant sectors; and trained in a range of sustainability,

and social AA1000AS, 150 14001, ISO 45001, ISO 14084 and IS0 9001. BSlis a leading
global standards and assessment body founded in 1901,  The assurance is camied out in fine with the BS| Fair Trading Code
of Practice,
For and on behalf of BSI:

bsi.

AA1000

' Licensed Assurance Provider
000-4

77,

Peter Pu
Managing Director BS! Taiwan
2019-07-12

Tuiwan Headquarters: Sth Floor, No. 39, Ji-Hu R, Nei-Huo Dist, Taipei 114, Taiwan, ROC.
BEI Tabwam i o sehsidiary af British Standards Instintion.
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General disclosures

Disclosure item

Chapter/remarks

Omission

Description

102-1 Organization name Editorial policy 1
102-2 Brands, products, and services 1.1 Company profile 4
102-3 Location of the organization's headquarters 1.1 Company profile 4
102-4 Operating bases 1.1 Company profile 4-5
102-5 Nature of ownership and legal form 1.1 Company profile 4
102-6 Markets served 1.1 Company profile 4

1.1 Company profile 4
102-7 Scale of the organization 1.3 Operational performance 8

4.1 Customer relationship and cooperation with leading platforms 35
102-8 Information about employees and other workers 6.2 Workforce practices and decent work 59-60
102-9 Supply chain 1.6 Supply chain 13-14
102-10 Major changes in the organization and its supply chain Editorial policy 1
102-1 Early warning principle or policy 1.7 Precautionary approach and principle 15
102-12 External initiative 1.7 Precautionary approach and principle 15
102-13 Membership of the Association 2.2 Principles of business ethics and integrity 26
102-14 Message from the Chairman Message from the Chairman 2
102-16 Value, principles, standards and codes of conduct 2.2 Principles of business ethics and integrity 25-26
102-18 Governance body 2.1 Highest governance body 18-23
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Omission

Disclosure item Chapter/remarks
Description
102-40 Stakeholder groups 3.2 Stakeholder engagement 32
100-41 Group agreement g\lgr;la%’gup did not form a trade union, hence no collective agreements are B N/A
102-42 ldentify and select stakeholder 3.1 Important stakeholder and material aspect identification 28
102-43 Guidelines for communicating with stakeholders 3.2 Stakeholder engagement 32
102-44 Key topics and concerns raised 3.2 Stakeholder engagement 32
102-45 Entities included in the consolidated financial statements 1.3 Operational performance 1
102-46 Define report content and topic boundaries 3.1 Important stakeholder and material aspect identification 28
102-47 Major topic list 3.1 Important stakeholder and material aspect identification 30
102-48 Information re—editing No information is reedited. - - -
‘ No major changes in the scope of disqlos_ure. A 808789
102-49 Changes in the report In response to GRI, announced two guideline updates in December 2018 67)—7 4
(GRI'303, GRI 403).
102-50 Report period Editorial policy 1
102-51 Date of the last report Editorial policy 1
102-52 Reporting cycle Editorial policy 1
102-53 Contact person who can answer questions related to the report  Editorial policy 1
102-54 Declaration in accordance with GRI guidelines Editorial policy 1
102-55 GR Index GRI Index 98-103
102-56 Independent Assurance Statement Independent Assurance Statement 97
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Specific disclosures

Omission

Specific disclosures Disclosure item Chapter/remarks Page _

Economic performance 201-1 Direcﬁ ecpnomic value generated and distributed by the 1.3 Operational performance 710
organization
201-4 Financial assistance from the government 1.4 Government financial aid 10
Market image 202-1 Ratio of standard sa‘\ar\/ 1o local minimum salary for grass— 6.3 Employee benefits and salary 60
roots personnel of different genders
202-2 The proportion of hiring local residents as high-level man— 6.2 Workforce practices and decent work 58
agement
Purchasing practice 2041 Proportion of purchases from local suppliers 1.6 Supply chain 13-14
Anti—corruption 205-3 Confirmed corruption incidents and actions taken 2.2 Business ethics and integrity principles 25
Raw material 301-3 Recycling products and their packaging materials 7.2 Environmental protection of products and services 92
302-1 Energy consumption within the organization 7.1 Elan Environmental Policy 82-83
Energy 302-4 Reduce energy consumption 7.1 Elan Environmental Policy 82-83
025 Reduce energy requirements for products and services ;:12EéiCiriz\gggglegtigcﬂg of products and services 83—91
303-3 Water withdrawal by source 7.1 Elan Environmental Policy 82
Water and effluent 303-4 Amount of effluent 7.1 Elan Environmental Policy 87
303-5 Water Consumption 7.1 Elan Environmental Policy 88
305-1 Direct (Scope 1) greenhouse gas emissions 7.1 Elan Environmental Policy 85
Ermission 305-2 Indirect energy (Scope 2) greenhouse gas emissions 7.1 Elan Environmental Policy 86
305-3 Other indirect (Scope 3) greenhouse gas emissions 7.1 Elan Environmental Policy 86
305-5 Greenhouse gas emission reduction 7.1 Elan Environmental Policy 87
et o st 306-1 ggse‘[ii?‘[%]:t of water discharged by water quality and 7.1 Elan Environmental Policy 87
306-2 Waste by category and disposal method 7.1 Elan Environmental Policy 88
Environmental protection 307-1 Violation of environmental regulations 7.1 Elan Environmental Policy 82

regulations
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Chapter/remarks

-
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Description

Supplier Environmental

6.1 Commitment to corporate responsibility

58

Assessment 308-1 Screening new suppliers with environmental standards 5.1 Supplier strategy 49-51
401-1 New and resigned employees 6.2 Labor practice and dignity labor 59
Employee—employer relations  401-2 BeneﬁAts for full—time employees (excluding temporary or 6.3 Employee benefits and salary 62-66
part—time employees)
401-3 Parental leave 6.3 Employee benefits and salary 63
Eiggur—management el 4021 Minimum notice period for operational changes 6.2 Labor practice and dignity labor 61
403-1 Repre;emat\ves of workers n the fqrmal safety and health 6.4 Elan occupational safety and health policy 67,72
committee formed by labor and capital
Injury category, injury, occupational disease, number of 5.3 Risk Management 5455
403-2 days lost, absence, etc., and the number of deaths while 6.6 Emphasis on workplace safety, zero occupational 73’
on duty hazards in 24 years
403-3 H\g'h mcwdenge and high risk of diseases associated with 6.4 Elan ocoupational safety and health polioy 67
their occupation
403-4 Occupahona\‘ safet\/ and health participation, consultation, 6.4 Elan ocoupational safety and health polioy 67
and communication
Occupational safety 403-5 Occupational safety and health training 6.4 Elan occupational safety and health policy 67
403-6 Worker health promotion 6.5 Health management 68
Prevent and mitigate occupational safety and health related 6.6 Emphasis on workplace safety, zero occupational
403-7 . X X 74
business impacts hazards in 24 years
403-8 Workers covered by the occupational safety and health 6.6 Emphasis on workplace safety, zero occupational 73
management system hazards in 24 years
403-9 Ocoupational injury 6.6 Emphasws on workplace safety, zero occupational 7
hazards in 24 years
403-10 Ocoupational disease 6.6 Emphasws on workplace safety, zero occupational 7
hazards in 24 years
4041 é;/igagsa:umber of training hours each employee receives 6.7 Employee training and development 76-77
Training and education ' '
404-3 Proportion of employees who regularly receive performance 6.7 Employes training and development 78

and career development checks
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Employee diversity and equal

Description

opporunities 4051 Governance body and employee diversity 2.1 Highest governance body 19
No discrimination 4061 D|scr|m|n§t|oh incidents and improvement actions taken by 6.8 Zero—distance commumoanon with the employee 79-80
the organization and full-range complaint channels
Freedom of association and Operators or suppliers who may face freedom of associa— 6.1 Commitment to corporate responsibility 58
; 407-1 . o :
group consultation tion and group negotiation risks 5.1 Supplier strategy 50-51
: Significant risks of using child labor at operating locations 6.1 Commitment to corporate responsibility 58
Child labor 408-1 : }
and suppliers 5.1 Supplier strategy 49
Forced or compulsory labor ~ 409—1 Operating bases and suppliers with significant risks of 6.1 Commmmem o corporate responsibility 58
forced and compulsory labor events 5.1 Supplier strategy 49
: ! : ! R 6.1 Commitment to corporate responsibility 58
Supplier social assessment  414-1 Screen new suppliers using social criteria 5.1 Supplier strategy 49
Customer health and safety ~ 416-2 Violaton of hgalth and safety regulations regaraing prod- 4.5 Product and service labeling 39
ucts and services
417-1 Product and service information and labeling requirements 4.5 Product and service labeling 39-42
Marketing and labeling i ina— -
417-2 E\ﬁni that do not comply with marketing-related regu 45 Product and service labeling 39
) Complaints that infringe customer privacy or loss of cus— ) )
Customer privacy 418-1 } : 4.7 Customer privacy protection 43
tomer information
2. Corporate governance 17
: : 6.2 Workforce practices and decent work
Social and economic com-— _— ' : ) . o ) 61
iance 409-1 Violation of social and economic laws and regulations 6.8 Zero—distance communication with the employee 79
P and full-range complaint channels 80
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4.1 Customer relationship and cooperation with

Description

Other—1 Customer relationship participation leading platforms 35
4.2 A sound patent system that encourages employ—
e ees 1o innovate new products 36
Other=2 New product development capabilties 4.3 Knowledge management system that accelerates 37
the efficiency of new product technology integration
Other-3 Supplier strategy 5.1 Supplier strategy 49-51
Other—4 Number of business key performance indicators 5.2'Kley Performance Indpatqr, management process 53
optimization, and electronization
Other-5 Care for employees and their family 6.3 Employee benefits and salary 62-66
- ) 4.3 Knowledge management system that accelerates
Other-6 Industry-University Cooperation Program the efficiency of new product technology integration o/
Other—7 Participation in social welfare and charitable events ;./’o’eriimmpahon I social welfars and chartabls 93-96
Other-8 Risk Management 5.3 Risk Management 54-55
Other-9 Product contribution to world trends 4.4 Product contribution to world trends 38
Other=10  Investor relationship optimization 1.8 Investor relations transparency 16
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