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Zhen Ding Tech. Holding

Dear Zhen Ding Shareholders, May 18", 2023
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We are writing to inform you about the recent voting recommendation report from ISS
& Glass Lewis regarding Zhen Ding Technology Holding’s 2023 Annual Shareholders'
Meeting. In the report, ISS recommended that investors vote against Amendment to the
“Operational Procedures for Endorsement and Guarantees” (Discussion Items
Proposal 3), citing the unnecessary risks that may arise from increasing the endorsement
& guarantee limit and the company's failure to provide a rationale for the increase.
Regarding the same proposal, Glass Lewis recommended voting FOR and stated that the
amendment is to meet the Company’s operational needs and will not harm the interests
of shareholders. We would like to address the concern raised by ISS in this letter.
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Zhen Ding established the Procedures for Endorsement and Guarantee in accordance with
the Regulations Governing Loaning of Funds and Making of Endorsements/Guarantees by
Public Companies issued by the Financial Supervisory Commission. The procedure clearly
outlines the scope and target of the endorsements & guarantees, as well as the procedure,
review, and decision-making of endorsement & guarantee cases.
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ISS's report pointed out that the company increased the endorsements & guarantees
limits without specifying the object of the endorsed guarantee and that providing
endorsement guarantees to non-controlling parties may expose the company to
unnecessary risks. However, Zhen Ding's Procedures for Endorsement and Guarantee has
specific limitations and regulations for the party of such endorsement and guarantee,
including companies that have business relationship with the company or companies
whose voting shares are 50% or more owned directly or indirectly by the company.
Additionally, the operating procedure requires that the endorsement and guarantee be
approved by the board of directors and with full oversight from the independent directors.
Zhen Ding will follow the Procedures for Endorsement and Guarantees policy to
appropriately control the risks of endorsement guarantees and ensure the effectiveness
of fund utilization.



https://www.zdtco.com/download/ProceduresforEndorsementGuarantee
https://www.zdtco.com/download/%E8%83%8C%E6%9B%B8%E4%BF%9D%E8%AD%89%E4%BD%9C%E6%A5%AD%E7%A8%8B%E5%BA%8F
https://www.zdtco.com/download/ProceduresforEndorsementGuarantee
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As of March 31, 2023, Zhen Ding only has one outstanding endorsement/guarantee with
BroadTek Eletctronics Corporation, a wholly-owned subsidiary of Zhen Ding, with the
ratio of accumulated endorsement/guarantee amount to net asset value being 8.29%.
(Please refer to Table 2 on page 72 of Zhen Ding's Q1 2023 financial report)
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In the past, there was a case of a subsidiary of a technology conglomerate in Taiwan
declaring bankruptcy due to insufficient assets to repay its debt, and the funds lent from
the banks to the subsidiary were unsecured loans. As a result, several banks in Taiwan
were unable to recover their debts after the subsidiary declared bankruptcy. Following
this incident, banks in Taiwan have become extremely stringent in their requirements,
and if a subsidiary seeks financing from Taiwanese banks, it often requires endorsement
guarantees from its parent company.
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Therefore, to support the future operational fund requirements of subsidiaries and
strengthen operations flexibility financially, we're proposing to adjust the endorsement
& guarantee limit at this shareholders' meeting.
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For more information on Zhen Ding's 2023 Annual Shareholders' Meeting, please visit our
corporate website.



https://www.zdtco.com/download/%E8%83%8C%E6%9B%B8%E4%BF%9D%E8%AD%89%E4%BD%9C%E6%A5%AD%E7%A8%8B%E5%BA%8F
https://www.zdtco.com/download/%E8%83%8C%E6%9B%B8%E4%BF%9D%E8%AD%89%E4%BD%9C%E6%A5%AD%E7%A8%8B%E5%BA%8F
https://www.zdtco.com/download/23Q1report
https://www.zdtco.com/download/23Q1report
https://www.zdtco.com/download/23Q1report
https://www.zdtco.com/en/investor/meeting
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Thank you once again for your unwavering support for Zhen Ding.
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Yours sincerely,
N > -
N E
Charles Shen
Chairman of Board


https://www.zdtco.com/tw/investor/meeting

