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|. Letter to Shareholders

Dear Shareholders:

1. 2022 Business Results:
(1) Implementation and result overview of the 2022 business plan
In 2022, the Company’s revenue on individual financial reports was TWD

3,016,265 thousand, a YoY increase of 27.47%. Profit before tax for the current
period is TWD 393,727 thousand, a YoY increase of 126.33%. Profit after tax in
the current period is 308,685%. In the Company’s consolidated financial report,
the revenue was TWD 3,085,191 thousand, a YoY increase of 24.12%. Profit
before tax for the merger current period is TWD 418,729 thousand, a YoY
increase of 110.41%. Profit after tax in the merger current period is 307,428%,
and earnings per share after tax is TWD 3.86.

(2) Budget execution
The Company did not announce its budget forecasts for the year 2022. Thus,

the Company is not required to disclose the execution of its budget plans.

(3) Financial result analysis
Unit: TWD thousand; %

ltem Year Year Year Change (%)
Financial Revenue 3,085,191|2,485,647 24.12
information
Gross profit 635,238 418,408 51.82
Profit after tax 307,428| 142,031 116.45
Profitability Return on Assets (%) 8.42 3.91 115.35
Return on Equity (%) 13.89 6.80 104.26
Ratio of Pre-tax Profit to Paid-in 52.34 24.88 110.37
Capital (%)
Net Margin (%) 9.96 5.71 74.43
Earnings per Share (TWD) 3.86 1.79 115.64

(4) Research and development
1. Research & development expenditures
The 2022 consolidated R&D expenses were TWD 103,299 thousand,
accounting for 4% of consolidated revenue (TWD 3,085,191 thousand).

2. Research results:
(1) Hi-Fi-level high-end turntables
(2) Fully automatic playback turntables with wireless transmitting playback
function
(3) Professional MIDI controllers integrated with multiple input and output
sound card connecting to computer software
(4) Professional digital DJ mixers with built-in sound effects which can be
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connected to computers to control MIDI

(5) Professional DJ turntables connected to MIDI controllers and computers
(6) High-torque direct-drive turntables

(7) Digital vinyl turntable system audio interface

(8) Professional turntables integrated with high-resolution audio output

recording
(9) Portable digital samplers

Currently, we continue to invest human and capital resources in R&D, integrate
R&D resources in Taiwan and China, and seek integration across different fields.
Our development strategy for new products consists of mainly two directions. In
terms of consumer products, we aim to integrate our R&D strength and our
matured technology in firmware development in long-term, and apply it on
consumer electronics, creating differentiation from our competitors. In terms of
professional products, apart from continued investment in R&D resources for
application development of professional products, we combine it with software
development to meet market demand, to expand the use and application of
products, to maintain our leading position in the industry and continue to expand
our product lines.

2.  Summary of business plan:
(1) Operational guidelines
2023 New product direction is planned to be digitalization and integration across
different fields:

(1) Develop consumer turntables and new application products with new
models and new technology.

(2) Integrate professional DJ products and players with computers and
mobile devices complemented with displays.

(3) Continue to invest in high-power digital amplifiers and digital mixer
system.

(4) Enhance eco-design, and develop practical and cost-competitive
products while complying with energy-saving regulations to meet the
global trend and market demand.

(5) Based on our technology developed over decades, expand our products
to a larger and more comprehensive system framework, spawn new
applications on different levels, and combine our products with voice
control systems to develop new product lines.

(2) Policies on production and marketing
Hanpin is the best strategic partner for companies in the professional audio
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industry around the world. We take care of overall planning and provide customers
with the best solutions encompassing design, manufacture, and back-end services.
We are devoted to fulfilling customers’ demands and strengthening customers’ core
competitiveness by offering them comprehensive services. Our one-stop service
includes preliminary concept discussion, product appearance design, specifications
and functions development, factory mass production, packaging design, and
delivery. Furthermore, we integrate our experienced R&D, manufacturing team,
cutting-edge software system and hardware equipment to maintain a bond with our
customers, and to jointly plan out the future development direction and schedule of
the products.

Current policies on production and marketing:

1. Implement lean supply chains and increase production capacity.
Implement dynamic adjustments to meet customers’ needs.

2. Strengthen production management mechanisms and technology
platforms to increase production effectiveness and reduce production
cost.

3. Cultivate world-class mega customers by offering diverse customized
option to strengthen our foothold in the global market.

Future policies on production and marketing:

Currently, we continue to invest human and capital resources in R&D, integrate
R&D resources in Taiwan and China, and seek integration across different fields. Our
development strategy for new products consists of mainly two directions. In terms of
consumer products, we aim to integrate our R&D strength and our matured technology
in firmware development in long-term, and apply it on consumer electronics, creating
differentiation from our competitors. In terms of professional products, apart from
continued investment in R&D resources for application development of professional
products, we combine it with software development to meet market demand, to expand
the use and application of products, to maintain our leading position in the industry and
continue to expand our product lines.

In recent years, the industry has been changing rapidly. Not only in software
applications, the needs of consumers and the markets are evolving. The Company
continues to expand its R&D scales and fields to effectively integrate internal and
external resources through strategic alliances, and develop and introduce the most
advanced technology and techniques. Furthermore, we pursue innovation in high
efficiency and management. We introduce advanced production machinery to satisfy
the rapid-changing industrial trend and market demand.

Though product diversity and customer satisfaction, we also pay attention to
market dynamics, adjust technology development and applications to stay in line with
the market demand. Our R&D design and production are at world-class level. Joining
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strategic alliance with world-known brands is our goal of business expansion. In
addition, we will also expand our market to different fields, creating a Blue Ocean, to
increase revenue and expedite business growth.

Impacts of the external competitive environment, regulatory environment, and the

overall business environment:

In 2022, the world was anticipating economic recovery. However, The outbreak of
Russia Ukraine war in Q1 caused a hike in global energy and raw material prices. In
response to the continued inflation in Europe and US, the US Federal Reserve Board
raised interest rates several times since March, and announced it expected tapering in
H2. The increasingly volatile global financial market has caused depreciation in
many non-US dollar currencies, and thus further intensified imported inflation.

The world inflation rate is expected to increase from 4.7% in 2021 to 8.8% in 2022,
but down to 6.5% in 2023. This indicates that the global inflation may start to slow
down in 2023. This year, apart from the continued global economic slowdown from
2022, there are also many uncertain factors such as geopolitics, financial fluctuations,
climate anomalies, and supply chains can cause a weak growth or decline.

Looking into the future, besides continuing our existing products and R&D, we will
also expand our integrated application across different fields. With creativity,
innovation, and quality as our stepping stone, we will venture into new territories,
expand the global market, increase product lines, and boost revenue and profits.

We are grateful for the help and contribution from our customers and technical

partners. We also highly appreciate the shareholders’ continued support, and the effort
and hard work of the Hanpin management team and all employees.

We wish you all good health and prosperity

Hanpin Electron Co., Ltd.
Chairman and President: Shen-Keng Liu

Chief Accounting Officer: Wen-Hsien Chu



1.

Company Profile

[I. Company Profile

(1) Date of Incorporation: April 1, 1969
(2) Company History

1965:

1969:

1974:

1978:
1980:
1985:

1986:

1987:

1988:

1989:

1990:

1992:

Built Hanpin electronics factory with capital of TWD 400 thousand,
47 employees, manufacturing wave antenna coils.

Was approved to be registered as Hanpin Electron Co., Ltd.,
registered capital of TWD 400 thousand, increased to TWD 700
thousand in July. Officially started manufacturing home-use
electronic appliances, manufacturing, trading, processing and
export of equipment.

Increased capital to TWD 3 million, elected Han-Chih Liu as the
Chairman, and elected Ping-Hsiung Liu as the President. Added
automatic cutting machines and belt conveyors. Number of
employees increased to 120. Added manufacturing of turntables,
washing machine, spin dryer, and heating and cooling machine.
Increased capital to TWD 6 million and employees to 160 in April.
Increased capital to TWD 10 million and employees to 180 in May.
Increased capital to TWD 20 million and employees to 200 in
December.

Increased capital to TWD 30 million and employees to 300 in
October. Was selected a strategic industry by the Industrial
Development Bureau, MOEA. Added the manufacturing of digital
stereo systems, and laser turntables.

Increased capital to TWD 40 million in June. Increased capital to
TWD 70 million in October. Increased capital to TWD 100 million,
employee to 550 in December. Built new factories.

Increased capital to TWD 120 million in November. Increased
capital to TWD 150 million, 550 employees. Added automatic
plug-in machines, automatic conveying equipment, automatic
injection molding equipment, laser turntable structure equipment.
Increased capital to TWD 175 million in June. Increased capital to
TWD 195 million in October, 500 employees. Added surface
mount machine, fully computerized quality control, and
computer-aided design system.

Purchased SMT high-speed automatic plug-in machines to
produce laser turntables and added laser printers developed by
Graduate Institute of Photonics and Optoelectronics. Added the
commissioning of the construction of public housing, and leasing
and sales of commercial buildings in September 1990.

Increased capital to TWD 400.975 million in November. Initiated
IPO and established overseas branches.



1993:

1994:

1995:

1997:

1998:

1999:

2000:

2001:

2002:

2003:

2004:

Awarded the “Taiwan Excellence Award” by MOEA. Started the
production of full stereo sets, and CD Karaoke sets. Approved
through (1993) Letter No. Secretary-02337 of the Investment
Commission, MOEA to invest in Xianghao Hong Kong LLC, and
through (1993) Letter No. Secretary-16348 of the Investment
Commission, MOEA to invest in China Shenzhen Fuyong factory.
Obtained ISO 9002 certification from Bureau of Standards,
Metrology and Inspection, MOEA. Construction of a new factory in
China was completed and officially started production.

Added the production of DVD player equipment and officially
started production.

Increased capital to TWD 500.975 million in July. Officially started
production of CD-ROM products.

Subsidy for the development of the leading new products
“‘DVD-ROM/DVD-Player and Servo Control Components” and the
development of “High Speed Notebook Slim Type CD-ROM” by
the Industrial Development Bureau, MOEA in March.

Increased capital to TWD 576,121,250 in December. Launched
portable professional laser turntables and professional mixers
Obtained I1SO 9001 certification from the Bureau of Standards,
Metrology and Inspection, MOEA in January. Increased its capital
to TWD 700 million in May. Shares listed on TPEx in June, and
launched a new product, Digital Scratch DJ CD, and extended
business scope to software development.

Shares listed on TWSE in September. Increased its capital to
TWD 846 million in October. Launched Multimedia Controller,
introduced ERP, and established Neihu Taipei R&D Center.
Approved as the emerging and important strategic industry by the
Industrial Development Bureau in December.

Issued the first unsecured convertible corporate bonds for TWD
300 million in May. Obtained 2002 Operating Headquarters
Certification by Industrial Development Bureau in December.
Increased capital to TWD 978,948,220 in December.

Approved 2003 Operating Headquarters Certification by Industrial
Development Bureau in April. For profession division of labor and
independent operation, the Construction Department was spinned
off to become the Hanchih Development Co., Ltd. In November.
Obtained approval letter for 5-year tax-exemption investment plan
from the Industrial Development Bureau in December.

Obtained 2004 Overseas Operating Headquarters Certification by
Industrial Development Bureau in March. Completed the issuance
of the first overseas convertible corporate bonds for USD 15
million in the end of April. Approved to indirectly invest in Hanchih
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2005:

2006:

2007:

2008:

2009:

2010:

2016:

2022:

Electronics (Shenzhen) through Letter No.
Financial-Supervisory-Securities-Auditing-(2)092037957 of the
Investment Commission, MOEA. Collected USD 350 million in
June, and started ground breaking ceremony of Hanchih
Electronics in November.

Obtained 2005 Operating Headquarters Certification by Industrial
Development Bureau in February for the application for tax
incentives. Construction of Hanchih Electronics (Shenzhen)
completed in June, and started production.

Obtained 2006 Operating Headquarters Certification by the
Industrial Development Bureau in May for the application for tax
incentives.

Obtained 2007 Operating Headquarters Certification from the
Industrial Development Bureau in May for the application of tax
incentives. Hanchih Electronics (Shenzhen) obtained certification
for high and new tech enterprise qualifications in December.
Obtained 2008 Operating Headquarters Certification by the
Industrial Development Bureau in April for the application for tax
incentives.

Obtained 2009 Operating Headquarters Certification by Industrial
Development Bureau in May for the application of tax incentives.
Hanchih Electronics (Shenzhen) obtained certification renewal for
high and new tech enterprise qualifications to Jun 2021 in
December.

Capital reduction of TWD 200 million by cash and share reduction
by 20,000,000 shares was approved at the Shareholders’ Meeting
on June 17, 2010. The capital reduction was approved through
Letter No. Financial-Supervisory-Securities-Corporate-
0990037361 dated July 26, 2010 of the Financial Supervisory
Commission, Executive Yuan, and the capital reduction was
registered on August 19, 2010.

Obtained 2016-2019 Operating Headquarters Certification by
Industrial Development Bureau in July for the application for tax
incentives.

Issued the first ESG Report in September, disclosing the
Company’s information regarding environmental protection, social
participation and corporate governance.



[ll. Corporate Governance Report

1. Organization System
(1) Organizational structure

Shareholders’
Meeting
Audit Committee
Board of Directors Remuneration
) Committee
Audit
Department
Chairman
President
Labor Safety
Office
n %
5 @ & ﬁ o g I § 2
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2 22 3 = 23
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(2) Department functions

Major Principal Businesses
Departments P
Audit Evaluate if the internal control system is sound and reasonable to
! achieve effective management and the implementation and
Department . .
follow-up of internal audits.
Handle matters relating to industrial safety and health,
Labor Safety . . . :
) application relating work safety, and educational courses relating
Office . )
industrial safety and health
1. Based on the Company’s development and market demand,
be responsible for product development strategy planning,
R&D develop new product design, improvement on the production
Department technologies, and seeking of new raw materials
P 2. Responsible for the Company’s technology management,
market surveys, and product follow-ups. Formulate, revise,
and optimize technical files including enterprise inspection
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standards, instruction manuals, inspections, operation
procedures regarding the technology, incoming materials,
processing goods and finished products. Assign work to
relevant departments for supervision and implementation.
Contract out new product molds, acquire production
technology, confirm and test the quality of new materials

. Plan the future product development direction and carry

horizontal product integration, acquire new product patents
and technology transfer.

Seek external sources and integrate them to shorten product
development time and speed up industrial upgrade.

Gather and summary technology development information on
similar products in Taiwan and abroad and apply them to
practical work. Always pay attention to new products and new
technology in Taiwan and abroad, and actively innovated
based on the Company’s actual development and market
demands

Introduce new technology and automated production to
increase production efficiency, capacity and quality.

Enhance eco-design and choice of eco-friendly materials,
and develop practical and cost-competitive products while
complying with energy-saving and eco-friendly regulations to
meet the global trend and market demand.

In charge of domestic and foreign production and sales planning,

Business |market research, sales strategy planning and execution, as well
Department |as transportation, storage, payment collection, after sales
service, and market expansion related to product sales
1. In charge of matters related to quality standard
implementation planning and supervision, operation
standardization planning and implementation, quality control
plan formulation and supervision, quality control training
Factory Affairs planning and implementation, and quality control inspections
Department Implement hazardous substance management in response to
the requirement of EU environmental restrictions
2. Plastic injection, paint baking and secondary processing
3. Inquiry, quotation, procurement and import of raw materials in
Taiwan and abroad and warehouse management.
) In charge of fund management, tax affairs, accounting matters,
Finance preparation and analysis of financial reports and stock affairs
Department .
processing.
Information |1. Responsible for the development, planning, management,
Management and implementation of the Company’s overall information
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Department system, and the integration of information systems in Taiwan
and China.

2. Plan and execute matters related to human resources,
administrative affairs, employee benefits, corporate social
responsibility
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2. Information on the Company’s Directors, Supervisors, President, Vice Presidents, Assistant Vice President, and the Supervisors of All the
Company’s Divisions and Branch Units
(1) Directors and major institutional shareholders (1)
Apr. 28, 2023
Current shares . . . .
4
282 Shareholding when Shareholdi held by spouse Sr;]ares held ;n Other slupelrv.lsori,'Dlrect'o? |nha R ‘
. o S S Gender Date Date first elected arenoiding now or minor the rt}z]ame 0 Experience Concurrent positions held in the Spousa redaélons P ?L.W'th.mt e |Remarks
Position s 3 £ Name Age elected Term elected children others (education) Company and other companies second degree ot kinship
o o < o,
] Shares % Shares % Shares % Shares % Position Name Relation
Chairman and President of Hanpin
Electron Co., Ltd.
Chairman and President of Hanchih
Development Co., Ltd.
Representative and Director of
National Chung|Hanpin (BVI) International Co., Ltd.
Shen-Ken Male Hsing Representative and Director of . Shen-Chi Liu Siblin
Chairman | ROC “eng 2020/06/24 | 3 yrs | 1988/03/03 (4,094,056 5.11%(4,094,056| 5.11%| - - - - University |Hanchih Electronics (Hong Kong) Director | pPing-Hsiung fo'ing (Note 1)
Liu 61-70 Direct . Sibling
Department of [Co., Ltd. irector Liu
lAnimal Science|Chairman of Hanpin Electronics
(Shenzhen) Co., Ltd.
Chairman of Hanchih Electronics
(Shenzhen) Co., Ltd.
Director of Hancheng Investment
Co., Ltd.
Tung Fang
; ) Shen-Keng
Male 'Il'gf;::tr:J;IeOOf Director of Hanpin Electron Co., Ltd. Chzlr:r;an Liu Sibling
Director ROC |Shen-Chi Liu 2020/06/24 | 3 yrs | 1988/03/03 (4,933,434 6.16%|4,850,434| 6.06% - - - - y Director of Hancheng Investment X
71-80 Department of President . . S
g Co., Ltd. : Ping-Hsiung | Sibling
Industrial Director Liu
Administration
Chairman
Kuochi Senior |Director of Hanpin Electron Co., Ltd. and
Vocational |Chairman of Hanpin Development | President | Shen-Keng | Sibling
h Ping-Hsiung| Male o o R R ~ R High School |Co., Ltd. Director Liu Sibling
Director | ROC Liu 81-90 2020/06/24 3 yrs | 2002/05/30 |1,839,345| 2.30% 1,839,345 2.30% Department of (Chairman of Yen-Jiun Co., Ltd. Director | Shen-Chi Liu| Father (Note 2)
Electronic  |Supervisor of Hancheng Investment | and Legal | Yen-Jiun Liu | and son
Engineering |Co., Ltd. Represent
ative
Jen-Fu Male Dominican i i
Director | ROC 2020/06/24 | 3 yrs | 2008/06/11 | 252,308| 0.32%| 252,308| 0.32%| - - - - | University of [Pirector of Hanpin Electron Co., Ltd.|  None None None
Wang |71-80 e Chairman of Tien Yi Hsing Co., Ltd.
California MBA
Nation:ilnChung Director of Hanpin Electron Co., Ltd.
) 'sing Supervisor of Tynsolar Corp.
h Ching-Ho | Male o o University . ;
Director | ROC 2020/06/24 | 3 yrs | 2008/06/11 | 237,600 0.30%| 237,600| 0.30% - - - - Director of Keeper International None None None
Hsu 71-80 Department of Corp
Bgs_mess_ Director of Leadsew Industrial Corp.
Administration
Institutional Yen-Jiun
Director ROC Co., Ltd. - 2020/06/24 | 3 yrs | 2011/06/16 |3,569,800| 4.46% (3,569,800 4.46%| - - - - - - None None None
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Current shares

3 o E Shareholding when held by spouse Shares held in Other supervisors, Directors in a
@ €g Gend Date Date first electe(gi Shareholding now or xﬂrf)or the name of Experience Concurrent positions held in the spousal relationship or within the _|Remarks
it %3 3 ender inshi
Position o 3L Name Age elected Term elected children others (education) Company and other companies second degree of kinship
o o < o,
] Shares % Shares % Shares % Shares % Position Name Relation
Director and Legal Representative of
Director and State Hanpin Electron Co., Ltd.
Legal Male University of [Supervisor of Yen-Jiun Co., Ltd. Ping-Hsiung | Father
=-Ji i 0, 0, - - - - . . .
Representati ROC |Yen-Jiun Liu 51-60 2020/06/24 | 3 yrs | 2001/04/20 125,304 0.16% 125,304 0.16% New.York MS Supervisor of Hanping Development| Director Liu and son
ve in Financial [Co., Ltd
Management |Representative and Director of
'Yen-Bo International Co., Ltd.
National Cheng|
. Chin-Chung,| Male o o r_(ung_ . .
Director ROC Liu 41-50 2020/06/24 | 3 yrs | 2011/06/16 568,000| 0.71%| 652,000 0.82% - - - - University [Director of Hanpin Electron Co., Ltd.| None None None
Department of
Urban Planning
Chairman and Vice President of the
Asia Eastern R&D Department of Hanpin Electron
Co., Ltd.
Vocational |Director of Hanchih Development
. : Co., Ltd.
N High School ’
Director | ROC Sg';‘e';b 6’;"‘?';*0 2020/06/24| 3 yrs | 2014/06/17 | 10,711| 0.01%| 10,711 0.01%| 5000 0.01%| - - 19 SCNOO i ector of Hanpin (BVI) None None None
Department of International Co., Ltd.
f Director of Hanpin Electronics
Elect
CTONC | Shenzhen) Co., Ltd.
Engineering  [Director of Hanchih Electronics
(Shenzhen) Co., Ltd.
Director, Vice President of the
Finance Department, CAO, CFO,
and Chief Governance Officer
lof Hanpin Electron Co., Ltd. Finance
Department
I-Shou Director of Hanchih Development
. f . Co., Ltd.
N U ty MS ’
Director | ROC Wer(‘:r';'us'e" 5';"‘?'20 2020/06/24| 3 yrs | 2014/06/17 | 10,000| 0.01%| 10,000| 0.01%]| - - - o | SVerSY S Iy ector of Hanpin (BVI) None None None
Management |International Co., Ltd.
Science Director of Hanchih Electronics
(Hong Kong) Co., Ltd.
Director of Hanpin Electronics
(Shenzhen) Co., Ltd.
Director of Hanchih Electronics
(Shenzhen) Co., Ltd.
Sun Yat-Sen
University
Tee-Min Male Master. Chairman and CTO of the R&D
Director ROC L 9 51-60 2020/06/24 | 3 yrs | 2014/06/17 41,809| 0.05% 41,809| 0.05% - - - - ’ Department of Hanpin Electron Co., None None None
an - Department of |Ltd.
Electrical
Engineering
Director of Chinese Gamer
State International Corp.
. ; ; Director and Legal Representative of
N U ty of
Independent| o | Ming-Long | Male |,0:6,06/04 | 3 yrs | 2003/07/31 o| 0.00% o| 0.00%| - . . . MIVersy OF g Eng Iron Works Co., Ltd. None None None [(Note 3
Director Wan 61-70
9 New York PhD |Independent Director and
in Finance Remungration Committee member
lof Hanpin Electron Co., Ltd.
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Current shares

3o 5 Shareholding when held by spouse Shares held in Other supervisors, Directors in a
@ £g Gend Date Date first electeg Shareholding now or xﬂrf)or the name of Experience Concurrent positions held in the spousal relationship or within the |Remarks
- 253 ender ! ! . inshi
Position o 3L Name Age elected Term elected children others (education) Company and other companies second degree of kinship
o o < )
] Shares % Shares % Shares % Shares % Position Name Relation
Independent Director and
Remuneration Committee member
lof Kuei Meng International Inc.
Professor and Attending Physician
lof National Cheng Kung University
X Hospital ENT Department
National | 5orary President of Taiwan
Taiwan Rhinology Society
Independent Sheen-Yie | Male o o R R B R . . Independent Director and
Director ROC Fang 61-70 2020/06/24 | 3 yrs | 2016/06/15 0.00% 0| 0.00% University  |Remuneration Committee member None None None |(Note 3)
School of [of Hanpin Electron Co., Ltd.
" Independent Director and
Medicine Remuneration Committee member
lof Chinese Gamer International
Corp.
National Cheng|
Kung
University
Institute of |5, perintendent and Orthopedic
Biomedical [Attending Physician of An Nan
Independent . | Male o o . . Hospital
Director ROC |Ruey-Mo Lin 61-70 2020/06/24 | 3 yrs | 2020/06/24 0.00% 0| 0.00% - - - - Engineering Independent Director and None None None
(MD) Remuneration Committee member
lof Hanpin Electron Co., Ltd.
Biomechanic
Researcher at
Yale University

Note 1: Supplementary information on matters regarding the Chairman of the Board of Directors and the President or person of an equivalent post (the highest-level manager) of a company are the same person,
spouses, or relatives within the first degree of kinship, an explanation shall be given of the reason, reasonableness, and necessity thereof, and the measures adopted in response (e.g. additional seats of

Independent Directors, no more than half of the seats of Directors are serving concurrently as an employee or a manager, or other ways.):

(1) Reason, reasonableness, and necessity: Acting concurrently as the Company’s Chairman and President allows the person to grasp timely information on management and market. Also, this more
effectively delivers information to the other Directors, allowing them to better understand the Company’s operations, and thus facilitate smooth BOD decisions. Furthermore, as the Chairman is
concurrently holding the position of a President, he can better achieve goals and implement decisions of the BOD, and be more motivated in boosting the performance of the Company, thus increasing the

management efficiency. With the Chairman holding concurrently the position of a President, the Company can better adhere to the principle of value optimization.

(2) Response measures: The Company established Independent Directors and Remuneration Committee in 2017. In 2020, it added an additional Independent Director at the election of Directors, and

established the Remuneration Committee to strengthen the supervision on the independence of BOD.
Note 2: Ping-Hsiung Liu resigned from this position as legal Director representative on June 5, 2015, and elected as Director on June 17, 2014. He acts as a Director until today.
Note 3: The dates on which the two Independent Directors were elected are the dates on which they first held the position as an Independent Director (not necessarily in the Company). They have been Independent
Director at the Company since June 20, 2017.
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Maijor institutional shareholders

Dec. 31, 2022
Name of institutional shareholders Major institutional shareholders
, Ping-Hsiung Liu 31.50% Yen-Jiun Liu 11.95%
Yen-Jiun Co., Ltd. , .
en-Jin ~o Mei-Hung Chen 31.52% Po-Fu Liu 25.03%
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1. Professional Qualifications of Directors and Disclosure of Independence Status of Independent Directors:

Directors and major institutional shareholders (2)

Qualifications

Name

Expertise and work experience

Status of independence

Number of

other public
companies

where the
member also
serves as an
Independent

Director

Shen-Keng Liu

Education background and professional
experience: National Chung Hsing University
Department of Animal Science

Expertise: Please refer to Note 1.

Experience: The Company’s Chairman and
President

Chairman and President of Hanchih Development
Co., Ltd.

Representative and Director of Hanpin (BVI)
International Co., Ltd.

Representative and Director of Hanchih Electronics
(Hong Kong) Co., Ltd.

Chairman of Hanpin Electronics (Shenzhen) Co.,
Ltd.

Chairman of Hanchih Electronics (Shenzhen) Co.,
Ltd.

Director of Hancheng Investment Co., Ltd.

The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A

Shen-Chi Liu

Education background and professional
experience: Tung Fang Institute of Technology
Department of Industrial Administration
Expertise: Please refer to Note 1.
Experience: The Company’s Chairman
The Company’s Director

Director of Hanchih Development Co., Ltd.
Director of Hancheng Investment Co., Ltd.
The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A

Ping-Hsiung Liu

Education background and professional
experience: Kuochi Senior Vocational High School
Department of Electronic Engineering
Expertise: Please refer to Note 1.
Experience: The Company’s Director
Director of Hanchih Development Co., Ltd.
Chairman of Hanpin Development Co., Ltd.
Chairman of Yen-Jiun Co., Ltd.

Supervisor of Hancheng Investment Co., Ltd.
The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A
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Qualifications

Name

Expertise and work experience

Status of independence

Number of

other public
companies

where the
member also
serves as an
Independent

Director

Jen-Fu Wang

Education background and professional
experience: Dominican University of California
MBA

Expertise: Please refer to Note 1.
Experience: The Company’s Director
Supervisor of Hanchih Development Co., Ltd.
Chairman of Tien Yi Hsing Co., Ltd.
Managing Director of Yung Ta Institute of
Technology & Commerce

The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A

Ching-Ho Hsu

Education background and professional
experience: National Chung Hsing University
Department of Business Administration
Expertise: Please refer to Note 1.
Experience: The Company’s Director
Director of Hanchih Development Co., Ltd.
Supervisor of Tynsolar Corp.

Director of Tyntek Corp.

Chairman of Keeper International Corp.
Chairman of Leadsew Industrial Corp.

The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A

Yen-Jiun Co.,
Ltd.
Representative:
Yen-Jiun Liu

Education background and professional
experience: New York University MS in Financial
Management

Expertise: Please refer to Note 1.

Experience: The Company’s legal Director
representative

Supervisor of Hanchih Development Co., Ltd.
Supervisor of Yen-Jiun Co., Ltd.

Supervisor of Hanping Development Co., Ltd
Representative and Director of Yen-Bo International
Co., Ltd.

The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A

Chin-Chung,
Liu

Education background and professional
experience: National Cheng Kung University
Department of Urban Planning

Expertise: Please refer to Note 1.
Experience: The Company’s Director
Supervisor of Hanchih Development Co., Ltd.
The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A
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Qualifications

Name

Expertise and work experience

Status of independence

Number of
other public
companies

where the
member also
serves as an
Independent

Director

Shih-Ho Chen

Education background and professional
experience: Asia Eastern Vocational High School
Department of Electronic Engineering

Expertise: Please refer to Note 1.

Experience: The Company’s Chairman and Vice
President of the R&D Department

Director of Hanpin (BVI) International Co., Ltd.

Director of Hanpin Electronics (Shenzhen) Co., Ltd.

Director of Hanchih Electronics (Shenzhen) Co.,
Ltd.

Director of Hanchih Development Co., Ltd.

The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A

Wen-Hsien Chu

Education background and professional
experience: I-Shou University MS Management
Science

Expertise: Please refer to Note 1.

Experience: The Company’s Director, Vice
President of the Finance Department, CAO, CFO,
and Chief Governance Officer

Director of Hanchih Development Co., Ltd.
Director of Hanpin (BVI) International Co., Ltd.
Director of Hanchih Electronics (Hong Kong) Co.,
Ltd.

Director of Hanpin Electronics (Shenzhen) Co., Ltd.

Director of Hanchih Electronics (Shenzhen) Co.,
Ltd.

The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A

Tse-Ming Lan

Education background and professional
experience: Sun Yat-Sen University Master,
Department of Electrical Engineering
Expertise: Please refer to Note 1.

Experience: The Company’s Director and CTO
Director of Hanchih Development Co., Ltd.
The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

N/A
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Qualifications

Number of

other public
companies
. . . where the
Expertise and work experience Status of independence member also
serves as an
Independent
Name Director
Education background and professional During the office terms
experience: State University of New York PhD in and two years before the
Finance )
Expertise: Please refer to Note 1. office terms, the
Experience: Department Chair of Department of ~ |Company’s Independent
Accountancy and Graduate Institute of Finance Directors meet the
National Cheng Kung University requirements specified in
Vice Dean of College of Management and CEO of the Regulations
Ming-Long EMBA/AMBA National Cheng Kung University ! .
Director of Chinese Gamer International Corp. Governing Appointment of 1
Wang The Company’s Independent Director and Independent Directors and
Remuneration Committee member Compliance Matters for
Indepe_ndent Director and F\_’emuneranon _ Public Companies and
Committee member of Kuei Meng International Inc. S it 4P h
Director and Legal Representative of Tang Eng Iron ecunties and Faragrap
Works Co., Ltd. 14-2 of the Exchange Act
The member was or is not under any of the issued by the Financial
circumstances specified in Article 30 of the Supervisory Commission.
Company Act
Education background and professional During the office terms
&x;;gﬁr;ce: National Taiwan University School of and two years before the
Expertise: Please refer to Note 1. office terms, the
Experience: Professor and Attending Physician of |[Company’s Independent
National Cheng Kung University Hospital ENT Directors meet the
Department requirements specified in
Honorary President of Taiwan Rhinology Society the Regulations
Sheen-Yie Superintendent of Father Fox Foundation Hospital i .
Physician of National Taiwan University Hospital | G0verning Appointment of 1
Fang Department of Otolaryngology Independent Directors and

The Company’s Independent Director and
Remuneration Committee member
Independent Director and Remuneration
Committee member of Chinese Gamer
International Corp.

The member was or is not under any of the
circumstances specified in Article 30 of the
Company Act

Compliance Matters for
Public Companies and
Securities and Paragraph
14-2 of the Exchange Act
issued by the Financial
Supervisory Commission.
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Qualifications

Number of

other public
companies
Expertise and work experience Status of independence mvggegeertggo
serves as an
Independent
Name Director
» Education background and professional During the office terms
experience: National Cheng Kung University dt before th
Institute of Biomedical Engineering (MD) an. Wo years betore fhe
. . : . office terms, the
Biomechanic Researcher at Yale University ,
- Expertise: Please refer to Note 1. Clompanys Independent
« Experience: Superintendent and Orthopedic Directors meet the
Attending Physician of An Nan Hospital requirements specified in
Professor at National Cheng Kung University the Regulations
Ruey-Mo Lin Hosp|tlal Department o,f Orthopedics ) . |Governing Appointment of 0
Superintendent of National Cheng Kung University Independent Directors and
Hospital Douliu Branch. Compliance Matters for
The Company’s Independent Director and Public Companies and
Remuneration Committee member Securities and Paraaraoh
* The member was or is not under any of the grap
circumstances specified in Article 30 of the 14-2 of the Exchange Act
Company Act issued by the Financial
Supervisory Commission.
Note 1: The Composition and expertise of the Company’s board members
Core items of Basic information Expertise
diversity » = o o
(@) O 5 0Ol > 3 S| A o) 5 - o
O o S — > 3 =
235298368% £3.32 w22 388 Pa
A c'g'o@ag'omf_e L9582 |Tel2 5 o 0 S g_% g_o
¢ 3287188 2d [93|503 5028 22258 23
$92898< s 8238 F328 2295 23
< o Zg =N = 3 2< o o D © =
Name < >
Shen-Keng Liu | 61-70 \Y \Y \Y, \Y, \Y, \Y, \Y \Y, Y
Shen-Chi Liu 71-80 \Y \Y, \Y, \Y, \Y, \Y \Y, \Y
Ping-Hsiung Liu | 81-90 \Y \Y, \Y, \Y, \Y, \Y \Y, \Y
Jen-Fu Wang 71-80 \Y \Y, \Y, \Y, \Y, \Y \Y, \Y
Ching-HoHsu | 71-80 \Y \Y, \Y, \Y, \Y, \Y \Y, \Y
Yen-Jiun Liu 51-60 Y \Y, \Y, \Y, \Y, \Y \Y, \Y
Chin-Chung, Liu | 41 -50 \Y, \Y, \Y \Y, \Y
Shih-Ho Chen | 61-70 \Y \Y \Y, \Y, \Y, \Y \Y, \Y
Wen-Hsien Chu | 51 - 60 \Y \Y \Y, \Y, \Y, \Y, \Y \Y, \Y
Tse-Ming Lan 51-60 Vv Vv \% \% \% V \% \%
Ming-Long Wang | 61 - 70 4t06
Y Y Y Vv Vv Y Vv \Y
years
Sheen-Yie Fang | 61-70 4106
Y Vv Y \Y Vv \Y
years
<3
Ruey-Mo Lin 61-70 \Y Vv Vv \Y Y \Y
year

- 19 -




Diversity and Independence of the Board of Directors:

(1)

(2)

(3)

Board Diversity Policy:
1.  The Company’s Board adopts a candidate nomination system and enforces the Board of

Director duty regulations in accordance with Article 20 of its Corporate Governance

Best-Practice Principles. The composition of the Board of Directors and the balance of the

number of Directors holding or not holding managerial positions concurrently shall be

determined by taking diversity into consideration and formulating an appropriate policy on

diversity based on the Company’s business operations, operating dynamics, and development

needs. The policy shall include, without being limited to, the following two general standards:

(1) Basic requirements and values: Gender, age, nationality, culture.

(2) Professional knowledge and skills: Professional background (e.g., law, accounting, industry,
finance, marketing, or technology), professional skills, and industry experience.

2. Each board member shall have the necessary knowledge, skill, and competence to perform their
duties. To achieve the ideal goals of corporate governance, the board should have the following
abilities: (1) Operating judgment ability (2) Accounting and financial analysis ability (3)

Business management ability (4) Crisis management ability (5) Knowledge of the industry (6)
International market perspective (7) Leadership ability (8) Decision-making ability.

The management objectives of the Board Diversity Policies:
The Company’s Board of Directors shall determine company strategy, instruct the supervisory and

managerial level, be responsible for the Company and Shareholders. The Board organizes all

operations and arrangement regarding corporate governance policies and exercises its power in

compliance with the laws and regulations, the provisions of the Company’s Articles of Incorporation,
and the resolutions of Shareholders’ Meetings. Specific management goals are as follows:

1.  The Company’s Board emphasizes operational judgment, business management, and crisis
management ability, and thus at least two-thirds of the board members shall possess relevant
core competencies.

2. More than half of the Independent Directors shall not be re-elected for more than three terms, to
maintain their independence.

3. The number of Directors holding concurrent positions as an employee at the Company, parent
company, subsidiaries, or affiliated companies shall be no more than one-third (inclusive) of the
total number of seats of the Board to achieve the purpose of supervision.

4. The Company's Board of Director attaches importance to the gender equality of members and
improving the structure of Board of Directors. The members of Board of Directors include at least
one female director.

Board Diversity Achievement Status:
The Company’s Directors have rich experience in business management, leadership and decision

making, and rich knowledge in the industry. The Company also continues to arrange diverse
continuing education to improve the decision-making quality, supervision of due diligence, to
strengthen the competency of the Board of Directors.

The Company’s 19th Board of Director consists of 13 seats, including 3 Independent Directors to
ensure independence of Directors, and 4 Directors holding concurrent positions as employees,
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accounting for 31% of all seats. It is expected to add one female director to the 20th Board of
Directors to achieve the goal of gender equality.

The Directors have profound experience in business management, other relating professional
backgrounds, and also the professional knowledge, skills, and competencies required for their
positions. Among the nine core competencies, more than one-third of the members have abilities
relevant to the execution of businesses. As the Company emphasizes three main core competencies,
which are operational judgment, business management, and crisis management ability, more than
80% (inclusive) of the Directors possess these 3 main core competencies.

Board Diversity Achievement Rate

Decision-making ability
100%

Leadership ability
100%

International market

perspective 100%

Knowledge of the industry -

Crisis management ability b 00%
o

Business management ability

. o 92%
Accounting and financial
analysis ability 62%

Operating judgment ability 925
o

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

Independence of the Board
The Company has formulated a system for the selection of Directors which is compliant with

the Company’s “Articles of Incorporation,” the Company’s “Procedure for the Election of
Directors,” the Company’s “Corporate Governance Best-Practice Principles,” “Regulations
Governing Appointment of Independent Directors and Compliance Matters for Public
Companies,” and Article 14-2 of the “Securities and Exchange Act.” Currently, the Board
consists of 3 seats (23%) of Independent Directors. The service year of 1 Independent
Director is under 3 years, and 2 are between 4-6 years.], 10 seats of non-Independent
Directors (77%). In 2022, 4 seats (31%) hold concurrent positions as employees and
Managerial Officers, and 4 seats (31%, not exceeding one-half of all seats of Directors) are
not spouse or relatives of the second degree of one another, which is compliant with the
provision of Article 26-3 Paragraphs 3 and 4 of the Securities and Exchange Act.

The Board emphasizes independence and transparency. The Directors and Independent
Directors are independent of one another, and exercise their power independently. The 3
Independent Directors are, in compliance with relevant rules and regulations, hold concurrent
position as Audit Committee members, and review existing and potential risk controls of the
Company, to effectively supervise the implementation of the Company’s internal control, the
selection and independence of CPAs, and proper preparation of financial reports.
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(2) Information on the Company’s President, Vice Presidents, Assistant Vice Presidents, and the Supervisors of All the Company’s

Divisions and Branch Units

Apr. 28, 2023

Managerial officers in a

Z Shares held by | Shares held in spousal relationship or
Position 5 Name |Gender| Date Shareholding | spouse or minor | the name of Experience Concurrent posts in other within the second | Remarks
D elected children others (education) companies degree of kinship
< Shares % | Shares | % Shares % Position| Name |Relation
Chairman and President of Hanchih
Development Co., Ltd.
Representative and Director of
National Hanpin (BVI) International Co., Ltd.
; Representative and Director of
Chairman Chung Hsing |- i Electronics (Hong Kong) Co
Shen-Keng o University ”
and ROC . Male [2012/09/01| 4,094,056| 5.11% - - - Ltd. None | None | None | (Note 1)
. Liu Department of . . )
President Animal Chairman of Hanpin Electronics
Science (Shenzhen) Co., Ltd.
Chairman of Hanchih Electronics
(Shenzhen) Co., Ltd.
Director of Hancheng Investment Co.,
Ltd.
Vice Director of Hanchih Development Co.,
President of Ltd.
the Finance 2015/01/01 s 8irect(t)(; of Hanpin (BVI) International
Department . -ohou 0., L1d. . .
’ Wen-Hsien o University MS |Director of Hanchih Electronics (Hong
CAO ROC Chu Male 2012/04/02 10,000 {0.01% - - - Management |Kong) Co., Ltd. None | None | None
(C;;:'Of Science Director of Hanpin Electronics
1€ Shenzhen) Co., Ltd.
201 7 ( '
Governance 019/05/0 Director of Hanchih Electronics
Officer (Shenzhen) Co., Ltd.
Director of Hanchih Development Co.,
) Asia Eastern |Ltd.
Vice Vocational |Director of Hanpin (BVI) International
President of Shih-Ho o o High School |Co., Ltd.
the R&D ROC Chen Male [2012/01/05 10711 |0.01% | 5,000 |0.01% - - Department of | Director of Hanpin Electronics None | None | None
Department Electronic  |(Shenzhen) Co., Ltd.
Engineering |Director of Hanchih Electronics
(Shenzhen) Co., Ltd.
Sun Yat-Sen
CTO of the Tse-Min U,\jl'vetfs'ty
R&D ROC L 9 | Male [2017/11/08| 41,809 |0.05% | - - = | Dopatmant of [None None | None | None
Department an Iglectrical
Engineering
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Managerial officers in a

p Shares held by | Shares held in . !
2 Shareholding spouse or minor the name of i i spousal relationship or
Position S Name |Gender :Date p ehidren thers Expenepce Concurrent pos.ts in other within the second Remarks
5 elected (education) companies degree of kinship
< Shares % | Shares | % Shares % Position| Name |Relation
Southern
. Taiwan
Assistant University of
Manager of Liang-Yi Science and
Factory ROC ch 9 Male {2020/02/01 2,015 ({0.00% - - - - Technology |[None None | None | None
Affairs ang Electronic
Department Department of
Electronic
Engineering
National None
Manager of Hsiu-Chen Cheng Kung
Business ROC = Female|{2010/10/01 — — - - - - University None | None | None
Department ang Department of
Accountancy
Southern  |None
Taiwan
Manager of University of
: Science and
Information | pae | Shun-Te | w16 12010/0401]  — - ; ; - - | Technology None | None | None
Administratio Chiu Electronic
n Department Department of
Information
Management
National None
Chengchi
Chief of Audit Yi-Chun University
Department ROC Chen Female|2017/11/08 - - - - Department of None | None | None
Business

Administration

Note 1: For supplementary information on matters regarding the Chairman of the Board of Directors and the President or person of an equivalent post (the highest-level manager) of a company are the

same person, please refer to p. 13
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(3) Remuneration Paid During the Most Recent Fiscal Year to Directors, Supervisors, President, and Vice Presidents

(1) Remuneration to Directors and Independent Directors (Aggregation by Range and Disclosure of Names)

Unit: TWD thousand Dec. 31, 2022

Remuneration to Directors also holding employee

Remuneration to Directors The sum of A, positions oL X
=}
B.C.andD - The sumof A, B,C,| § 3 3
Severanc Fees for and as a bonuses a’nd D, E, Fand G and = S
Compensati| e pay and | Remuneration | services | percentage of special Retirement Remuneration to as a percentage of 3 % g
on (A) pension |to Directors (C)| rendered | after-tax net aIIoSvances pension (F) employees (G) after-tax net income ==
(B) (D) income Qo83
(E) 92337
S oo 2
Position Name > > > > > > > A”_ . > o 2_8 aQ
L= L= L= L= L= L= = The companies in xg 182257
S |85 (58| 3 |58 |3 (58| F |58 | 5 |58 | 3 |58 | Company |the financial 28 R2¢ g
(0] 5 3 (0] S 3 @ S 3 @ S 3 @ S 3 @ S 3 @ S 3 report g-c O 55
O 2383|9127 @) 0.3 O |a3g ) o9 ) o9 ) o8 The o0 o0
g L5 g L5 g L5 g L5 g L5 g L5 g L5 > > > > | c =2 o =
3o z o 3o 3o z o z 3 ® » ompany | 3 8 5 Q
S o3 [T |3 S o B S o 3 S o P S o P e, P |63 83|63 (83 g o TD g
) s ? |0 |- @ ) S 2 ) o 2. ) ° . Y o _. ) S |la9 |pC (v |mQ <=1 [
=) o > 3 o 5 3 o 5 3 O > 3 o 5 3 o 5 3 (o] w S = £ n S = € =1 = =
< A< |32 < =R < = < =Ry < Az < AL |53 |3 |53 |83 = ® =3
> > > > > =y =3 Z|le 2 —. | = o = o 3
[©] ] (0] [©] 0] 0] [} =} > =) =}
Chairman | Shen-Keng Liu
Director Shen-Chi Liu
Director [Ping-Hsiung Liu
Director | Jen-Fu Wang
Director | Ching-Ho Hsu
Yen-Jiun Co., 20,075]20,075 318 | 318 35,345 | 36,094
Direct Ltd. 2,040(2,040( - - 117,894 (17,894 141 | 141 11,552|12,301|(Note| (Note|3,400| - |3,400| - None
rector Rep.: 6.50% | 6.50% 1) 1) 11.45% | 11.69%
Yen-Jiun Liu
Director [Chin-Chung, Liu
Director | Shih-Ho Chen
Director |Wen-Hsien Chu
Director Tse-Ming Lan
Independent Ming-Long
Director Wang
1,481 | 1,481 1,481 1,481
Inde'pendent Sheen-Yie Fang 1,430 1,430 - - - - 51 51 - - - - - - - - None
Director 0.48% | 0.48% 0.48% | 0.48%
Independent .
) Ruey-Mo Lin
Director

Note 1: The Company’s 2022 contribution to employee’s pension account, not actual amount paid.
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1. Please provide in detail the policy, system, standards, and structure of remuneration to Independent Directors, and describe the relevance to the amount of remuneration according to the responsibilities,

risks, time invested and other factors:

Remuneration to Independent Directors: The Board of Directors is authorized to determine the remuneration level of Independent Directors based on their participation in the Company’s operations, level of
contribution, and remuneration level of the peer companies in the same industry. The remuneration can be in the form of monthly fixed payment and transportation allowance for service rendered, but the
Independent Directors are not entitled to the Company’s retained earnings distribution.
2. In addition to the above remuneration, Director remuneration shall be disclosed as follows when received from all companies in the consolidated financial statements (i.e. the parent companies/companies
included in the consolidated financial statements/investees in the most recent year) to compensate Directors for their services, such as being independent consultants: None.

Unit: TWD thousand

Remuneration Scale

Remuneration Scale to Directors of the Company

Name of Director

Sum of A+B+C+D

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

The Company

All companies in the financial
report H

The Company

All companies in the
financial report |

Less than TWD 1,000,000

Ming-Long Wang,
Sheen-Yie Fang, Ruey-Mo Lin

Ming-Long Wang,
Sheen-Yie Fang, Ruey-Mo Lin

Ming-Long Wang,
Sheen-Yie Fang,
Ruey-Mo Lin

Ming-Long Wang,
Sheen-Yie Fang,
Ruey-Mo Lin

TWD 1,000,000 (Incl.) - TWD 2,000,000 (Excl.)

Ping-Hsiung Liu, Jen-Fu Wang,
Ching-Ho Hsu,
Representatives of Yen-Jiun
Co., Ltd.: Yen-Jiun Liu,
Chin-Chung Liu, Shih-Ho

Ping-Hsiung Liu, Jen-Fu Wang,
Ching-Ho Hsu,
Representatives of Yen-Jiun
Co., Ltd.: Yen-Jiun Liu,
Chin-Chung Liu, Shih-Ho

Ping-Hsiung Liu, Jen-Fu
Wang, Ching-Ho Hsu,
Representatives of
Yen-Jiun Co., Ltd.:

Ping-Hsiung Liu, Jen-Fu
Wang, Ching-Ho Hsu,
Representatives of
Yen-Jiun Co., Ltd.:

: : Yen-Jiun Liu, Yen-Jiun Liu,
Che”T’SVeV_?Vrl‘i‘n';S'Lea”nCh“’ Che”T’SVeV_‘fvrl‘i'n';S'Lea”nCh“’ Chin-Chung Liu Chin-Chung Liu
TWD 2,000,000 (Incl.) - TWD 3,500,000 (Excl.) Shen-Keng Liu, Shen-Chi Liu | Shen-Keng Liu, Shen-Chi Liu Shen-Chi Liu Shen-Chi Liu
Shih-Ho Chen, Shih-Ho Chen,
TWD 3,500,000 (Incl.) - TWD 5,000,000 (Excl.) Wen-Hsien Chu, Wen-Hsien Chu,
Tse-Ming Lan Tse-Ming Lan

TWD 5,000,000 (Incl.) - TWD 10,000,000 (Excl.)

Shen-Keng Liu

Shen-Keng Liu

TWD 10,000,000 (Incl.) - TWD 15,000,000 (Excl.)

TWD 15,000,000 (Incl.) - TWD 30,000,000 (Excl.)

TWD 30,000,000 (Incl.) - TWD 50,000,000 (Excl.)

TWD 50,000,000 (Incl.) - TWD 100,000,000 (Excl.)

More than TWD 100,000,000

Total

21,556

21,556

36,826

37,575

* The remuneration disclosed in this table is different from the concept of income in the Income Tax Act. This table is used for information disclosure, not taxation.
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(2) Remuneration to the President and Vice President (Aggregation by Range and Disclosure of Names)

Unit: TWD thousand

Dec 31, 2022

Severance pay

The sum of A, B,

C,andDandasa

o087
Salary (A) and pension | Bonus and special | Remuneration to employees percentage of _g § §
(B) allowance (C) (D) after-tax net 283
income S 2
0285
> > > Al > g g 35
Position Name L= L= L= The companies in = B 35 a
= > 8 3 58 3 5 8 Company | the financial = S8 Se35
@ > 3 @ > 3 ® 53 report @ 53 [T =90
(@) (SIS O 0 O 0 (@) (SIS D53
o) o 9 o o 9 o o 2 o) o 9 © @ 0
3 =2 3 =2 3 = 2 > > > > 3 - o
S o 3 S a B S o 3 o3 |43 |3 |23 S o 3 5 9
) - 2 o) - 2 o) - 2 80 |0 |y o =0 ® - 2 ISEC R
> 5 S o5 > Q5 wn S |8<S |aS |8 ¢ 3 QS 255
< p= Ny < = N < = N 53 |63 |53 | o3 < S O =g
5 5 5 - o = -~ ln = 5 5 8
o o o 5 5 5 5 ) ~o 3
Chairman and Shen-Keng
President Liu
Vice President of the
Finance Department,
CAO Wen-Hsien
310 310
CFO chu 11,426 | 12,175 | (Not (Not 3,400 3,400 15136 15,885 N
' , , ote ote - - , - : - one
Chief Goyernance 4.90% 515%
Officer 1 1
) )
Vice President of the Shih-Ho
R&D Department Chen
CTO of the R&D Tse-Ming
Department Lan

Note 1: The Company’s 2022 contribution to employee’s pension account, not actual amount paid.
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Unit: TWD thousand

Remuneration Scale

Remuneration Scale to President and Vice
President

Names of President and Vice President

The Company

All companies in the financial
report

Less than TWD 1,000,000

TWD 1,000,000 (Incl.) - TWD 2,000,000 (Excl.)

TWD 2,000,000 (Incl.) - TWD 3,500,000 (Excl.)

Shih-Ho Chen, Wen-Hsien Chu,
Tse-Ming Lan

Shih-Ho Chen, Wen-Hsien Chu,
Tse-Ming Lan

TWD 3,500,000 (Incl.) - TWD 5,000,000 (Excl.)

TWD 5,000,000 (Incl.) - TWD 10,000,000 (Excl.)

Shen-Keng Liu

Shen-Keng Liu

TWD 10,000,000 (Incl.) - TWD 15,000,000 (Excl.)

TWD 15,000,000 (Incl.) - TWD 30,000,000 (Excl.)

TWD 30,000,000 (Incl.) - TWD 50,000,000 (Excl.)

TWD 50,000,000 (Incl.) - TWD 100,000,000 (Excl.)

More than TWD 100,000,000

Total

15,136

15,885

* The remuneration disclosed in this table is different from the concept of income in the Income Tax Act. This table is used for information disclosure, not taxation.
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Unit: TWD thousand

(3) Remuneration to managers (names and distribution status)

Dec. 31, 2022

Position

Name

Amount in shares

Amount in cash

Total

The total amount as
a percentage of net
income after tax (%)

19210 |eusbeuey

Chairman
and
President

Shen-Keng
Liu

Vice
President of
the R&D
Department

Shih-Ho
Chen

Vice
President of
the Finance
Department,

CAO

CFO

Chief
Governance

Officer

Wen-Hsien
Chu

CTO of the
R&D
Department

Tse-Ming
Lan

3,400

3,400

1.10%
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(4)

Separately compare and describe total remuneration, as a percentage of net income

stated in the individual financial reports, paid in the past two fiscal years by the

Company and all companies included in the consolidated financial statements to the

Company’s Directors, supervisors, President and Vice Presidents. Also, analyze and

describe the remuneration policies, standards, and packages, the procedures through

which remunerations were determined, and their linkage to business performance and

future risks:

1. Remuneration paid over the past two years

Unit: TWD thousand

The Company

All companies in the consolidated
financial statements

ltem 2021 2022 2021 2022
total total total total
amount as amount as amount as amount as
Total a Total a Total a Total a
3 amount percentage amount percentage amount percentage amount percentage
Position of net of net of net of net
income income income income
after tax after tax after tax after tax
Remuneration
to Directors 11,573 8.08% 21,556 6.98% 11,573 8.08% 21,556 6.98%
Remuneration
toPresident | 15675 | g84% | 15136 | 4.90% | 13,385 | 9.34% |15.885| 5.15%
and Vice
President
ig)fome after 1143205 100% |308,685| 100% |143,295| 100% |308,685| 100%
2. Remuneration policies, standards, and packages, the procedures through which

remunerations were determined, and their linkage to business performance and

future risks:

(1) Remuneration policies, standards, and packages:

(1.1) Directors: The Company’s Independent Directors received a monthly fixed
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remuneration, and do not participate in retained earnings distribution.
Remuneration to non-Independent Directors include transportation allowance
and Directors’ remuneration. The transportation allowance is distributed based
on the allowance level of the peer companies in the same industry and the
actual attendance of the Directors. Directors’ remuneration is determined in
accordance with Article 29 of the Company’s Articles of Incorporation, while
taking into consideration the operational risks of borne by the Directors. Shall

there be profit for the year after off-setting all accumulated deficits, the




Company may distribute no more than 5% of the profit as Directors’
remuneration. In addition, the Remuneration Committee may also, in
accordance with the Charter of Remuneration Committee, distribute
reasonable remuneration based on the Directors’ individual performance
assessment and contribution to the Company (please see p.34~36 for details
and items on performance assessment). Directors’ performance assessment
and reasonableness of the remuneration is reviewed by the Remuneration
Committee, approved by the Board of Directors, and the reported at the

Shareholders’ Meeting.

(1.2) Managerial officers and employees: In accordance with Article 29 of the
Company’s Articles of Incorporation, if the Company for the year, it shall
appropriate 5% to 15% as remuneration to its employees. Remuneration to
employees includes salary, bonus, distribution of retained earnings. Salary is
calculated based on factors such as the employees’ educational background,
work experience, professional skills, and seniority, while taking into
consideration the remuneration level in the market. The distribution of bonuses

depends on duty, department and purposes.

Remuneration to Managerial Officers include salary, bonus, retained earnings
distribution to employees. The evaluation of the said bonus is determined by
taking into the consideration of the Managerial Officers performance evaluation,
which include financial (e.g. the Company’s revenue, income before tax and
achievement rate of income after tax) and non-financial indicators (e.g. major
deficiency in regulation compliance and operational risks, new product
development time line). The bonuses to Managerial Officers are calculated and
submitted to the Remuneration Committee for discussion and resolution. The
calculation can be revised anytime depending on the actual operating status

and relating laws and regulations.

(2) The procedures through which remunerations were determined, and their linkage
to business performance and future risks:
(2.1) The principle and calculation of remuneration to Directors and Managerial

Officers: In accordance with the Company’s “Annual Bonus and Performance

Bonus Management Regulations”, if the Company has profit (i.e., profit before
- 30 -



tax deducts the distribution of remuneration to employees and Directors) after
off-setting accumulated deficits, it shall appropriate in accordance with Article
29 of the Company’s Articles of Incorporation, taking into consideration the
performance evaluation results of the Board of Directors, Managerial Officers,
and employees, submit to the Remuneration Committee and Board of
Directors for resolution, and then report at the Shareholders’ Meeting.

(2.2) The Company evalutes the remuneration to Directors and Managerial Officers
with reference to the results of the performance evaluations conducted in
accordance with the “Regulations Governing the Self-Evaluation or Peer
Evaluation of the Board of Directors” and “Regulations Governing the
Performance Management.” In 2022, the Board, Board Members, and all
functional committee members show excellent results in performance
self-evaluation. The Russia and Ukraine war in 2022 and conflicts between the
US and China are blamed for a global supply chain crisis. Moreover, with
extended global inflation rate and US FED’s “brute-force” interest hike
approach, the world economy is suffering from multiple and complex
adversities. However, the Company is trying its best to adapt to the world
changes, revised its stocking policy, and adjusted its product prices. As a result,
the Company achieved growth in overall revenue compared to the previous
year. The Company’s 2022 Managerial Officer performance evaluation results
showed that all Managerial Officers have reached their required goals.

(2.3) The performance assessments and remuneration reasonableness of Directors
and Managerial Officers are evaluated and reviewed by the Remuneration
Committee and the Board of Directors on an annual basis. The Company
reviews at all times the remuneration system and distributes reasonable
remunerations with reference to individual’s performance achievement rate,
contribution to the Company, the Company’s overall operating performance,
future risks and development trend of the industry, the Company’s actual
operating situation at that moment, and the relating laws and regulations, and
current corporate governance policies to distribute reasonable remunerations
to maintain the balance of sustainable development and risk control. The
actual amounts of 2022 remuneration distributed to Directors and Managerial
Officers are reviewed by the Remuneration Committee and submitted to the

Board of Directors for resolution.
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3. Corporate Governance
(1) Operation of the Board Meetings

(1)

Operation of the Board Meetings

There were _6 Board Meetings in 2022. The attendance of the Directors is as follows:

Number of
Position Name times of | Attendance | Attendance Remarks
actual by proxy rate (%)
attendance
. . Re-elected (on
- - 0,
Chairman Shen-Keng Liu 6 100% 2020/06/24)
Re-elected (on
Director Shen-Chi Liu 6 - 100% (
2020/06/24)
Re-elected (on
Director Ping-Hsiung Liu 6 - 100% (
2020/06/24)
Newly elected (on
Director Jen-Fu Wang 6 - 100% y (
2020/06/24)
Re-elected (on
Director Ching-Ho Hsu 6 - 100% (
2020/06/24)
Representative
Director | ©F Yen-diun Co., 5 100% Newly elected (on
. = (o]
Ltd.: Yen-diun 2020/06/24)
Liu
Newly elected (on
Director Chin-Chung, Liu 6 - 100% Y (
2020/06/24)
Re-elected (on
Director Shih-Ho Chen 6 - 100% (
2020/06/24)
Re-elected (on
Director Wen-Hsien Chu 6 - 100% (
2020/06/24)
Re-elected (on
Director Tse-Ming Lan 6 - 100% (
2020/06/24)
Independent Ming-Long 5 100% Re-elected (on
. = (o]
Director Wang 2020/06/24)
Re-elected (on
Indgpendent Sheen-Yie Fang 6 - 100% (
Director 2020/06/24)
Independent . o Newly elected (on
Director | Rue¥-MoLin ° 100% | 2020/06/24)
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Other matters:

1. The attendance of the Independent Directors at each Board Meeting

e: attendance in person; : attendance by proxy; A: absent.

2022 2022.01.14

2022.02. 25

2022.05.06

2022.06.24

2022.08.05

2022.11.07

Ming-Long
Wang

Sheen-Yie
Fang

Ruey-Mo
Lin

2. If any of the following circumstances occurs, the dates, terms, and motions of the

meetings as well as the opinions of all the Independent Directors and the Company’s

handling of such opinions shall be described:

(1) Issues stated in Article 14-3 of the Securities and Exchange Act: Please refer to p.84

(11) for important resolutions. None of the Independent Directors expressed a

dissenting opinion toward the matters specified in Article 14-3 of the Securities and

Exchange Law and the motions were approved as proposed.

In addition to the matters mentioned above, if any Independent Director expresses

dissent or reservation with respect to a resolution of the Board of Directors, such

dissent or reservation is recorded in the minutes or a written statement:

None.

3. In circumstances where the Directors recuse themselves due to conflicting interest, the

names of Directors, details of the motion, reasons for recusal, and participation in voting:

There was no recusal of Directors due to conflict of interest in the year.

4. Listed company shall disclose information on the Board’s self (or peer) evaluation cycles,

evaluation periods, scope, method, and content of evaluation: Please see below (2)

Status of Board Evaluation.

5. Enhancements to the functionality of the Board of Directors in the current and the most

recent year (e.g. the establishment of an Audit Committee, improvement of information

transparency etc.), and the progress of such enhancements:

1. The Company promulgated the “Corporate Governance Best-Practice Principles” at

the Board Meeting on 2014/11/11 to enhance a sound development of of corporate

governance and functionality of board duties. In view of the announcement of 2

amendments by TWSE in 2022, the Company will be revising its “Corporate
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Governance Best-Practice Principles” in Jan 20, 2023 accordingly to update the
principles to be in line with the Company’s current situation.

2. The Company encourages Directors to attend the Shareholders’ Meetings to protect
shareholders’ rights and benefits. In 2022, all 14 Directors (including 3 Independent
Directors) attended the 2022 Shareholders’ Meeting.

(2) Status of Board Evaluation

Evaluation | Evaluation
. Scope Method Content
cycles periods

The Board:

1. Proposal of motions at the Board
Meeting in compliance with laws
and regulations

2. Convening at least 4 Board
Meetings a year

3. Compliance with avoidance of
conflict

4. Fulfilling the required continuing
training hours

5. Attendance rate at the Board
Meetings

6. Attendance rate at the

The Board Shareholders’ Meeting ’

and the 7. Review pf the (..‘,Qmpe.\nys .
Once a 2022/1/1~ functional Conducted by accounting policies, financial
year 2022/12/31 . auditing units situation and financial reports,
committees . .
audit reports and their follow-ups

8. Evaluation of the independence
and suitability of the CPAs

9. Evaluation and inspection on the
Company’s existing or potential
risks

10. Communication with the
Company’s Managerial Officers

Functional committee (Remuneration |

Committee):

1.  Composition and election of
Remuneration Committee
members

2. Independence of Remuneration
Committee members

- 34 -




Evaluation

cycles

Evaluation

periods

Scope

Method

Content

10.

Proposal of motions at the
Remuneration Committee
meetings in compliance with the
laws and regulation

Attendance of Remuneration
Committee members
Compliance with avoidance of
conflict

Convening of meetings as
required

Motions submitted to and
reported at the Board meetings
Communication with the
Company’s Managerial Officers
Standards for performance
evaluation of the board members
Review of the performance
evaluation and remuneration the
Board Members

Functional committee (Audit |

1.

2.

3.

o

10.

Committee):

Composition and election of Audit
Committee members
Independence of Audit Committee
members

Proposal of motions at the Audit
Committee meetings in
compliance with the laws and
regulation

Attendance of Audit Committee
members

Compliance with avoidance of
conflict

Convening of meetings as
required

Review of the Company’s
accounting policies, financial
situation and financial reports,
audit reports and their follow-ups
Communication with the CPAs
Evaluation of the independence
and suitability of the CPAs
Evaluation and inspection on the
Company’s existing or potential
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Evaluation

cycles

Evaluation
. Scope Method Content
periods

risks

goals and missions

2. Recognition of Director’s duties
- 3. Level of participation in the
Individual )
Member operation of the Company
Board , .
self-evaluation | 4. Management of internal
Members

5. Directors’ professionalism and
continuing training
6. Internal control

(2) The operation of the Audit Committee
1. The duties and main annual work of the Audit Committee

1.

© N o a &

10.

11.

Formulation or review of the Internal Control System pursuant to Article 14-1 of
the Securities and Exchange Act.

Effectiveness Evaluation of the Internal Control System.

Formulation or review of the procedures for handling material financial or
business activities, such as acquisition or disposal of assets, derivatives
trading, loans of funds to others, and endorsements or guarantees for others
pursuant to Article 36-1 of the Securities and Exchange Act.

Matters in which a Director is an interested party.

Derivatives trading of a material nature.

Loans of funds, endorsements, or provision of guarantees of a material nature.
The offering, issuance, or private placement of equity-type securities.

The hiring or dismissal of a Certified Public Accountant and their
compensation.

The appointment or discharge of a financial, accounting, or internal audit
officer.

Annual financial reports that are duly signed or sealed by the Chairman,
Managerial Officer, and accounting officer and Q2 financial reports that shall be
audited by CPAs.

Other matters of material nature as required by the Company or competent

authority.
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2. The operation of the Audit Committee:

The operation of the Audit Committee

There are _4 Audit Committee Meetings in 2022. The attendance of the
Independence Directors is as follows:

Number of
” times of | Attendance | Attendance rate
Position Name Remarks
actual by proxy (%)
attendance
Independent
Director Ming-Long s 100 Newly elected
Chairman)
Independent | Sheen-Yie 4 100% Newly elected
. - o)
Director Fang (on 2020/06/24)
_ Newly elected
Independent Rue)./ Mo 4 i 100% y
Director Lin

(on 2020/06/24)

Other matters:

1. For the operation of the Audit Committee in any of the following circumstances, please specify

the date, term, the contents of the proposals, the dissenting opinions of the Independent

Directors, reservations, and contents of the major suggestions, results of the Audit Committee’s

resolution, and the Company’s response to the opinions proposed by the Audit members.

(1) lIssues stated in Article 14-5 of the Securities and Exchange Act: None

(2) In addition to these motions, other motions without approval by the Auditing Committee but

passed by the Board with 2/3 of the Directors: None

2. In circumstances where the Independent Directors recuse themselves due to conflicting

interest, the names of Independent Directors, details of the motion, reasons for recusal, and

participation in voting: There is no recusal of Independent Directors due to conflict of interest in

the year.

3. The communication between the Independent Directors and chief internal auditors and CPAs

(shall include material matters, methods, and results of the communication regarding the

Company’s financial position and operation).

(1) In addition to submitting the monthly audit reports, deficiency reports, and follow-up reports

to the Independent Directors, the Company’s internal audit officer explains the audit work,
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(4)

audit results, and the follow-ups to the Independent Directors at audit committee meetings
which are convened quarterly.

The Company’s CPAs and Independent Directors shall have a separate symposia (except
Board of Directors, and without attendance of general directors and managerial offers) at
least once a year. In the meeting, the Independent Directors shall inquire and
communicate with the CPAs regarding the annual audit reports, key audit matters, and
review and audit results of the financial statements.

The audit officers and CPAs may contact the Independent Directors directly when matters
require, and they shall keep communication channels open.

For details of the communication between the Independent Directors and chief internal

auditors and CPAs, please refer to the Company’s website.

For the expertise and work experience of the Company’s 3 Audit Committee members, please

see p.15~19 “Directors and major institutional shareholders (2): Professional Qualifications of

Directors and Disclosure of Independence Status of Independent Directors”.
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3. The operation of the Audit Committee in 2022.

The Company’s
_ response to the
Term Date Content Resolution
Audit Committee’s
opinion
After soliciting the opinions
of all attending committee
2021 operation report members by the Chairman
, the proposal was
approved unanimously.
7th 2021 accounting reports and
. Submitted to the
Meeting of consolidated and standalone
2022.02.25 | . Board Meeting for
the 1t financial reports
. - : resolution
Committee 2021 internal audit report Approved by all attending
2021 earnings distribution committee members as
Internal Control Declaration | proposed.
Evaluation of the
independence of CPAs for
the year 2022
After soliciting the opinions
of all attending committee
2022 Q1 operation report .
8th _ _ members by the Chairman
and financial report Submitted to the
Meeting of , the proposal was
2022.05.06 _ Board Meeting for
the 1st approved unanimously.
. resolution
Committee Approved by all attending
2022 Q1 internal audit report | committee members as
proposed.
After soliciting the opinions
gth . of all attending committee
_ 2022 Q1 operation report . Submitted to the
Meeting of _ _ members by the Chairman _
2022.08.05 | and financial report Board Meeting for
the 1st , the proposal was .
resolution
Committee approved unanimously.
2022 Q2 internal audit report | Approved by all attending
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The Company’s
_ response to the
Term Date Content Resolution
Audit Committee’s
opinion
committee members as
proposed.
After soliciting the opinions
. of all attending committee
2022 Q3 operation report .
10t members by the Chairman
and financial report Submitted to the
Meeting of , the proposal was
2022.11.07 ) Board Meeting for
the 18t approved unanimously.
. resolution
Committee Approved by all attending
2022 internal audit report committee members as
proposed.
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(3) Corporate governance and discrepancies from the Corporate Governance Best Practice Principles for TWSE/TPEX Listed

Companies and reasons and thereof:

Item for evaluation

Implementation status

Discrepancies from the Corporate
Governance Best Practice

Yes |No Summary Principles for TWSE/TPEX Listed
Companies and their reasons.
1. Does the Company establish and disclose | ¥ The Company has formulated the No discrepancies.
the corporate governance practices “Corporate Governance Best-Practice
pursuant to the “Corporate Governance Principles” in accordance with relevant
Best Practice Principles for TWSE/TPEXx regulations and disclosed it on its website.
Listed Companies”?
2. Shareholding structure and shareholder’s
rights
(1) Does the Company have internal v (1) Relevant matters have been specified [No discrepancies
operational procedures and act in the Company’s “Corporate
accordingly in handling the suggestions, Governance Best-Practice Principles”.
doubts, disputes, and lawsuits of the In addition, the Company has a
shareholders? spokesperson, deputy spokesperson
and contact channel in the
stakeholder’s page of ESG sector in
the Company’s website. This channel
is used for replying to shareholders’
responses, suggestions, doubts,
disputes, and lawsuit matters.
(2) Does the Company have a list of major v (2) The units and departments handling
shareholders who control the Company stock affairs are fully aware of the
and the ultimate controller list of the major changes in shareholdings, provide
shareholders? relevant information, and monitors the
status of shareholdings.
v

Does the Company establish and
implement a firewall mechanism to control
the risks between the Company and its

The Company and its affiliates
operates independently, and the
Company has established sufficient
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Item for evaluation

Implementation status

Discrepancies from the Corporate
Governance Best Practice

Yes |No Summary Principles for TWSE/TPEX Listed
Companies and their reasons.
affiliates? internal control system and regulations
to control risks between companies.

(4) Does the Company have internal v (4) Such matters are clearly specified in
regulations prohibiting insiders from using Article 15 of the Company’s
information that is not yet publicly “Procedures for Ethical Management
disclosed for securities trading? and Guidelines for Conduct”. Please

see the Company’s website for details.

3. Composition and duties of the Board of
Directors

(1) Does the Board formulate and implement | ¥ (1) The Company has a diversity policy  |No discrepancies
a diversity policy and specific and relating specific management
management goals? goals, and have implemented the

policy. Please refer to p.20~21
“Directors and major institutional
shareholders (2)” for detail.

(2) Does the Company voluntarily form other v |(2) The Company does not have other New committees may be
functional committees similar to the functional committees at present. established in accordance with laws
statutorily established Remuneration and regulations when required for
Committee and Audit Committee? corporate governance.

v

3)

Does the Company establish methodology
for evaluating the performance of its Board
of Directors, on an annual basis? Are the
results of the evaluation reported to the
Board Meeting and used as reference for
remuneration and the nomination for
re-election?

(3) 1. In accordance with the approved
“‘Regulations Governing the
Self-Evaluation or Peer Evaluation of
the Board of Directors”, the Board,
individual Board Members, and all
functional committee members are
required to undergo self-evaluation
annually to improve the overall

No discrepancies
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Item for evaluation

Implementation status

Yes

No

Summary

Discrepancies from the Corporate
Governance Best Practice
Principles for TWSE/TPEX Listed
Companies and their reasons.

performance of the Board and all
functional committees.

. The performance evaluation is

carried out by the Audit Department.
After the end of each year,
performance evaluation is conducted
based on the evaluation indicators of
the year. The weighted average of
the scores is calculated according to
the regulations and reported to the
Remuneration Committee and Board
of Directors before convening the
first Board Meeting in the following
year. Furthermore, after the end of
each year, the Audit Department
collects information regarding the
Boards’ operations, and use it to
perform self-evaluation of the board
members. The self-evaluation is
conducted using questionnaire, and
the results are collected and
reported at the Remuneration
Committee Meetings and Board
Meetings as the basis for review and
improvements. The results of overall
performance evaluation of the Board
are used as references for the
appointment or election of Directors
(including Independent Directors).
The results are also used to
determine the remuneration of each

No discrepancies
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Item for evaluation

Implementation status

Yes

No

Summary

Discrepancies from the Corporate
Governance Best Practice
Principles for TWSE/TPEX Listed
Companies and their reasons.

(4) Does the Company regularly evaluate the
independence of the CPAs?

Director, considering the
performance evaluation on individual
Board Members.

3. For the 10 core self-evaluation
indicators and the 6 dimensions of
the board member self-evaluation for
the Company’s Board and functional
committees, please see p.34~36
“Status of Board Evaluation”. For
2022 self-evaluation results, please
see the Company’s website.

4. 2022 Performance Evaluation of the
Board of Directors was submitted to
the Board on: Feb. 24, 2023.

5. All the evaluation results are
satisfactory and there is no need for
improvement plans at present.

(IV) The Company has established its

“‘Regulations Governing the
Appointment of CPAs,” and evaluates
the independence and suitability of
CPAs on an annual basis. The
evaluation focuses on (1) whether or
not its CPAs are the Company’s
Directors or Managerial Officers; (2)
confirm that the CPAs are
non-interested parties; (3) the CPAs
have no other financial interests or
business relations with the Company
apart from CPA fees for auditing and
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Item for evaluation

Implementation status

Yes

No

Summary

Discrepancies from the Corporate
Governance Best Practice
Principles for TWSE/TPEX Listed
Companies and their reasons.

the Company’s tax affairs, and recuse
themselves on matters that have direct
conflict of interest; (4) The
independence and competency of
CPAs are evaluated according to 12
indicators for 5 aspects of the Audit
Quality Indicators (AQls).The
evaluation results are submitted to the
Audit Committee Meeting for review
and the Board Meeting for approval.

The evaluation results of the most
recent 2 years were submitted to the
Audit Committee Meeting for review
and the Board Meeting for approval on
Feb. 25, 2022 and on Feb 24, 2023.

Does the TWSE/TPEX listed company
have an adequate number of corporate
governance personnel with appropriate
qualifications to oversee corporate
governance affairs (including, but not
limited to, providing Directors with required
information for business execution,
assisting Directors with legal compliance,
handling relevant matters with board
meetings and shareholders’ meetings
according to the laws, and preparing
minutes of board meetings and
shareholders’ meetings)?

The Company has established 1 chief
corporate governance officer. Vice
President of the Finance Department,
Wen-Hsien Chu, (more than 3 years of
experience in the management of legal,
financial, and stock matters in public
companies) is approved by the Board to
serve as the chief corporate governance
officer. For information on the continuing
training of the Chief Governance Officer,
please see Note 2.

Corporate Governance affairs are as
follows:
(1) Propose appropriate systems to

facilitate the independence of the

No discrepancies
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Item for evaluation

Implementation status

Yes

No

Summary

Discrepancies from the Corporate
Governance Best Practice
Principles for TWSE/TPEX Listed
Companies and their reasons.

(2)

3)

(4)

®)

Board, transparency of the Company,
legal compliance, and implementation
of internal audit and internal control.
The Board solicits the Directors’
opinions and plans and proposes
motions. All Directors shall be informed
of such matters and provided with
sufficient information at least 7 days
prior to the Board Meeting, to
understand the content of the

motions. If a Director is an interest
party of the motion and should recurse
himself due to conflict of interest, he
shall be informed prior to the meeting.
Every year, handle matters regarding
registration of the dates of the
shareholder’s meetings in accordance
with the laws, prepare and file meeting
notice, meeting handbooks, meeting
minutes before the legal deadline, and
file any amendments to the Articles of
Incorporation and elections of
Directors.

Review the corporate governance
evaluation indicators of the Company’s
corporate governance center and
examine the achievement rate of each
indicator.

Organize investor conference every
tear to facilitate stakeholder
communication.
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Item for evaluation

Implementation status

Discrepancies from the Corporate
Governance Best Practice

Yes |No Summary Principles for TWSE/TPEX Listed
Companies and their reasons.

Please see Note 1 for the 2022 status.
Does the Company establish channels for | v In the Company’s website, the Company |No discrepancies
communication with stakeholders has set up a stakeholders’ section, which
(including but not limited to shareholders, includes important issues concerning
employees, clients, and suppliers), set up different stakeholder groups, and the
dedicated web pages for the stakeholders corresponding communication channels,
on the company website, and responses and contacts. The
appropriately respond to important CSR communication with the stakeholders is
issues concerning the stakeholders? reported at the Board Meeting at least once

a year. The most recent report was made

on Nov. 7, 2022. Please see the Company’s

website for full disclosure.

v No discrepancies

Has the Company appointed a
shareholder service agency to deal with
shareholder affairs?

The Company has designated the CTBC
Bank stock agency to handle relating
matters.
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Item for evaluation

Implementation status

Discrepancies from the Corporate
Governance Best Practice

Yes |No Summary Principles for TWSE/TPEX Listed
Companies and their reasons.
7. Information disclosure
(1) Does the company have a website to v (1) The Company has set up an investor |No discrepancies
disclose the financial and corporate sector in its website
governance information of the company? www.hanpin.com.tw to disclose its
financial, and corporate governance
information of the Company.
(2) Does the company adopt other information 4 (2) The Company has set up an English
disclosure methods (such as setting up an website, designated a person to
English website, designating a person for provide shareholders with the
the collection and disclosure of necessary information, organizes
information, implementing a spokesperson annual investor conferences, and
system, and announcing the process of timely updates the website.
investor conferences on the website)?
(3) Does the Company announce and file the v (3) The Company announces and files the
annual financial report within two months annual financial report within two
after the end of the fiscal year, and months after the end of the fiscal year,
announce and file the Q1, Q2, Q3 financial and announces and files the Q1, Q2,
reports and the operating status of each Q3 financial reports and the operating
month prior to the deadline? status of each month prior to the
deadline. The monthly revenue report
is disclosed within 10 days after the
end of the month as required by the
laws and regulations.
8. Does the company have additional v (1) The Company upholds its principle of |No discrepancies

important information that may aid
understanding of its corporate governance
(including but not limited to the rights and

sustainable development, boosts its
corporate vitality and competitiveness,
and improves its products and services
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Item for evaluation

Implementation status

Yes

No

Summary

Discrepancies from the Corporate
Governance Best Practice
Principles for TWSE/TPEX Listed
Companies and their reasons.

care of employees, investor relation,
supplier relation, rights of stakeholders,
continuing training of Directors and
supervisors, implementation of risk

management policies and measurement

criteria, implementation of customer

policies, and liability insurance coverage

for Directors and supervisors)?

(2)

and the quality, to facilitate
simultaneous growth of the Company,
employees and customers. The
Company is committed to its business
operation, protecting shareholders’
interests and rights, environmental
protection, social resource protection,
and fulfilling its corporate social
responsibility.

Continuing training of Directors:
Suitable training courses are selected
based on the schedule and
professional background of individual
Directors. Please see p.78~80.
Attendance of Directors at Board
Meetings: Relevant information has
been updated on the Market
Observation Post System (MOPS). Al
motions are carefully deliberated upon
at all Board Meetings to evaluate
potential operational risks.

The Company has taken out liability
Insurance policies for the Directors to
mitigate and disperse risks of damages
to the Company and shareholders due
to unlawful acts of the Directors. After
the renewal of 2022 insurance policy,
relevant matters have been reported at
the Board Meeting on Aug. 05, 2022.
The Company have revised and
passed the “Risk Management Policy
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Implementation status Discrepancies from the Corporate

Item for evaluation . G_overnance Best Practic_e
Yes |No Summary Principles for TWSE/TPEX Listed

Companies and their reasons.

and Procedure” on November 4, 2020,
disclosing the scope of risk
management and organizational
structure. The Company should
annually report (at least once a year)
the risk management operation to the
Board of Directors and the risk
management operation in 2022 was
reported to Board of Directors on
November 7, 2022.

9. Please explain improvements that have been made as well as priorities to improve the results of the Corporate Governance
Evaluation issued by the Taiwan Stock Exchange Corporate Governance Center.
To improve its corporate governance performance, the Company has planned the following improvements for 2022.

(1)
(2)

)

In term of promotion of sustainable development: The Company issued its first ESG Report in September 2022.

In terms of safeguarding shareholders’ rights and interests, and equal treatment of shareholders: The Company prepare an
English version of its financial statements, annual reports, and meeting handbooks. This is expected to be completed by end of
2023.

In terms of strengthening the structure and operations of the Board of Directors: It is expected that a female director will be added
to the Board of Directors to implement gender quality policy and improve the structure of the Board of Directors.

Note 1: Status of 2022 corporate governance (all matters have been reported at the Board Meeting)

No. Content
1 Inform all Board Members regarding the amendments to the Company’s business scope and statutory regulations
relating to corporate governance.
2 Organize in-company continuing training courses and achieved the statutory requirement of 6 credits for Directors.
3 Hold communication meeting for CPAs, chief auditor, and Independent Directors to implement the internal and internal
control systems. Please see the Company’s website for minutes.
4 Prepare meeting Board Meeting agendas, and inform the Directors at least 7 days prior to the Board Meetings. Convene

the meetings and distribute meeting-related documents.
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Inform all Directors regarding the recursal due to conflict of interest.

Deliver meeting minutes to all Directors within 20 days after the meeting, store them as the Company’s importance files,

and keep them persistently throughout the life of the Company.

To implement corporate governance, the Company carries out performance evaluations on the Board and functional
committees in accordance with the “Regulations Governing the Self-Evaluation or Peer Evaluation of the Board of

Directors”.

Please see the Company’s website for evaluation results.

An investor conference was held on Feb. 25, 2022 to facilitate communication with shareholders.

~N (O

Handle matters regarding registration of the dates of the shareholder’s meetings in accordance with the law, prepare and
file meeting notice, meeting handbooks, meeting minutes before the legal deadline, and file any amendments to the

Articles of Incorporation and after elections of Directors.

8

Evaluate and take out liability insurance for Directors and important personnel.

Note 2: 2022 Continuing training of the Chief Governance Officer

Training date Total
: Training training
Begin End Organizer Course name hours hours in
the year
Accounting Research and “‘Substantive Review on the Financial
2022.01.17 | 2022.01.17 9 . Reports”, Statutory Supervision Practice, 6
Development Foundation J )
and Common Deficiencies in Enterprises
2022.08. 05 | 2022.08. 05 Taiwan Corpora_te_ ESG_Trends -- How to Respond to_t_he 3 12
Governance Association Requirements of competent authorities
2022.11.07 | 2022.11. 07 Taiwan Corporate Responses to Insider Trading Prevention 3
Governance Association

(4) The operation of the Remuneration Committee:

The Company’s Remuneration Committee was established and the establishment was announced on Oct. 27, 2011.

and operation are as follows:
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1. Composition of the Remuneration Committee:
Information of the members of the Remuneration Committee

Dec. 31, 2022
s Number of other
Titles Expertise and work experience Status of independence WQE?;Z?V?SG{:?F
(Note 1) Nam Remuneration
Committee
. .
Date e_lecjteq. 2011710727 ® Meet the independence requirements
Independent ® Expertise: Finance specified in Article 6 Paragraph 1 of
. Ming-Long |® Leadership experience in : :
Director W functional it the Regulations Governing the 1
(Convener) ang unctional commitees . Appointment and Exercise of Powers
® Board Member of other public . :
. by the Remuneration Committee of a
company (companies) oy
- the Company Whose Stock is Listed
Independent ® Date elected: 2014/05/13 :
. . . o on the Taiwan Stock Exchange or the
Director Sheen-Yie |® Expertise: Medicine Tainei Exchanae 1
(Committee Fang |® Board Member of other P g
member) TPEXx-listed company (companies)
Independent ,
. ) ® The member was or is not under any
(C[;Iraer?t)t:ae RueLyr-]Mo : Eatzret'l:ecj[el\jlj'egg zr?e/ 06/24 of the circumstances specified in 0
membler) ! xpertise: Icl Article 30 of the Company Act

Note 1: All 3 Remuneration Committee members are Independent Directors of the Company. Please refer to p.12~13 “Directors and
major institutional shareholders” for details.

2. Duties of the committee members
(1) Review the “Organizational Rules of the Salary Remuneration Committee” and propose amendment suggestions on a
regular basis.
(2) Define and regularly review the policy, system, standard, and structure of the annual and long-term performance goals and
remuneration policies of Directors and Managerial Officers.
(3) Regularly evaluate the performance goal achievement rate of the Directors and Managerial Officers, and determine the
content and amount of their individual remuneration based that.
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3. Implementation status
(1) The Company has 3 Remuneration Committee members.
(2) The term office of the Committee: Jun. 24, 2020 to Jun. 23, 2023. There were 2 (A) Remuneration Committee meetings in
the most recent fiscal year. The attendance is as follows:

" Number of actual Attendance by Attendance rate (%)

Position Name attendance (B) proxy (B/A) Remarks
Convener Ming-Long Wang 2 0 100% Re-elected (on 2020/06/24)
Committee ) o Re-elected (on 2020/06/24)

member Sheen-Yie Fang 2 0 100%

Committee : o Newly elected (on 2020/06/24)

member Ruey-Mo Lin 2 0 100%

Other matters:

1. Ifthe Board of Directors does not adopt or amends the Remuneration Committee’s proposals, please specify the date, term, the contents of the
proposals, the resolutions of the board meeting, and the Company’s response to the opinions proposed by the Remuneration Committee (If the
resolution of the board meeting is more favorable than the proposals, please specify the discrepancies and reasons thereto): None.

2. Regarding any resolution of the Remuneration Committee, if any member has a dissenting or qualified opinion that is on record or stated in a
written statement, please specify the date, term, the contents of the proposals, of the Remuneration Committee meeting, the opinions of all
committee members and response to members’ opinions: None.

4. Motions and resolutions at 2022 Remuneration Committee meetings

Opinions of the
Term Date Motions Resolution Remuneration Committee
members, and the
Company’s response.
h , 1. 2021 Performance Evaluation of the Board
4" meeting

of Directors

2.Review of the 2021 remuneration to
employees and Directors

1.Review of the 2022 annual bonus and

of the 4th | 2022.02.25
Committee

After soliciting the opinions None
of all attending committee
members by the Chairman,

5" meeting erformance bonus the proposal was approved
of the 4" | 2022.12.19 b . unanimously. None
Committee 2.Overall salary adjustment for all employees

for the year 2023.
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Listed Companies and their reasons

(5) Promotion of sustainable development and discrepancies from the Corporate Governance Best Practice Principles for TWSE/TPEXx

Promoted items

Implementation

Discrepancies from
the Sustainable
Development Best
Practice Principles

Yes | No Summary for TWSE/TPEx
Listed Companies
and their reasons
Does the company v The Information Management Department of the Company serves

have a governance
framework for the
promotion of
sustainable
development, a
dedicated (part-time)
unit for sustainable
development
practices, and is
senior management
be in charge or
relevant matters
upon authorization of
the board, and
supervised by the
Board of Directors?

concurrently as the dedicated ESG unit. It is responsible for the proposal
and implementation of ESG policies, systems or relating management
objectives, and promotion plans. The ESG Team members consist of
representatives from all operating units, and the members are responsible

for the confirmation and execution of ESG-related management guidelines.

To ensure the implementation of the core and promise for sustainable
development, the team carries out monthly reviews to analyze the overall
strategies, directions, and goals, and propose improvement plans for
unachieved items. The Company examines feedback from stakeholders
and development trends of ESG issues through diverse communication
channels. In addition, it carries out materiality analysis to identify material
ESG issues, and uses them to plan long-term ESG goals, takes concrete
actions, and follows-up on the development and effectiveness of ESG
plans. The ESG Team is responsible for reviewing the annual ESG
Reports, and report the results of ESG-related work in the previous year at
the Board Meeting in Q4 of each year, to strengthen the Board’s
participation in the sustainable development mechanism and the
decision-making process.

ESG-related duties of the Board

1. Understanding stakeholder engagement: Gather ESG-related
information regarding the opinions and concerns of the stakeholders,
from which understand the ESG indicator evaluations carried out by

No discrepancies
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

the ESG Team and determine if the material issues are in line with the
Company’s development directions. In addition, the Board incorporate
the results of stakeholder engagements into the Company’s business
philosophy and decision-making as the basis of future operating goals.

2. Supervise the formulation and implementation of the regulations
governing ESG matters: Observe if the formulation of the regulations
governing ESG matters is comprehensive, and follows-up on the
implementation status of ESG-related action plans.

Does the company
conduct risk
assessments on
environmental,
social, and corporate
governance issues
related to the
company’s
operations in
accordance with the
materiality principle,
and formulate
relevant risk
management policies
or strategies?

The Company observes closely the development of domestic and foreign
sustainable development standards and changes in the corporate
environment. It also conducts risk assessments on environmental, social,
and corporate governance issues related to the company’s operations in
accordance with the materiality principle.

The Company formulates risk management policies and procedures to
enhance the Company’s corporate governance and ensure its steady and
sustainable development and to use it as a basis for the management and
implementation of all risk management guidelines. These policies and
procedures are approved at the Board Meeting and the operating results
are reported at the Board Meetings at the end of each year. Please see the
Company’s website for details on risk management policies.

Please see the ESG Report on the Company’s website, for risk
management issues (including environmental, social, and corporate
governance issues).

No discrepancies
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Promoted items

Implementation

Discrepancies from
the Sustainable
Development Best
Practice Principles

Yes | No Summary for TWSE/TPEx
Listed Companies
and their reasons
3. Environmental v The environmental policy of our the Company’s Shenzhen factory is to No discrepancies
issues manufacture reliable and environmentally friendly products and establish a
(1) Does the company sustainable corporate system. HCLE of the Quality Control Department is
have an appropriate responsible for the production-use environmental management
environmental substances. The Company has established a dedicated HCLE Team and
management system formulated the regulations governing the environmental substances, and
established in carry out one-to-one management on the environmental requirement
accordance with the factors of all raw materials and their semi-finished products based on the
nature of its material numbers. The measures are as follows:
industry? (1) The Taiwan Headquarters is advised to carry out environmental
evaluation in the design phase and use raw materials with less
environmental load.
(2) By using the quality control system, the Company bans the use of
prohibited environmental management substances in the entire
process of the production including procurement, feeding and storage
of raw materials at the Material Department, processing of the
substrate at the Production Department, assembly, shipment.
To meet the requirement of Product Eco-responsibility Ordinance and the
global (EU) standards, the Company has introduced the RoHS and REACH
standards, and BSCI.
The latest BSCI obtained by the Company is dated April 07, 2022 and valid
for 1 year.
(2) Is the company v 1. The Company’s new product design, new parts, and materials are No discrepancies

committed to
enhance the

compliant with RoHS 2002/95/EC, 2011/65/EU, ErP 2009/125/EC, and
WEEE 2002/96/EC to increase the reuse and recycle rate of recyclable
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

utilization efficiency
of energy and use
renewable materials
that are with low
impact on the
environment?

materials in products, improve product energy and resource efficiency,
and reduce the reliance on natural resources.

The Company’s main production site is in Shenzhen, and consumes 4
main raw materials, namely metals, non-metals, electronic materials
and packaging materials. The Company actively promotes reusing
waste material to reduce waste treatment costs and realize the waste
resource utilization cycle.

The Company established a wastewater treatment plant in the Tainan
factory. After treatment and neutralization, the wastewater is recycled
and reused in the factory. This is compliant with current laws and
regulations. Starting from 2020, the Company cut down on the use of
liquefied petroleum gas and use natural gas instead to reduce carbon
emission and smog pollution. Our business waste is stored, removed
handled and reused in accordance with current laws and regulations

In response to the environmental protection policies of China,
Shenzehen factory has set up a spray paint wastewater and waste gas
treatment system and carried out air treatment projects. The quality of
recycled water is tested and follows current local laws and regulations.
All molding waste gas, fuel injection screen printing waste gas, tin
furnace waste gas, and other waste gas are collected in pipelines in
the early stage, and treated in the centralized purification treatment on
the roof in the later stage. The waste gas passes through air duct
installation and UV light inspection, activated carbon purification, and
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

exhaust tower, and then discharged after meeting required standards.
In addition, for VOCs emissions, the Company has installed an online
monitoring system, and an online exhaust gas monitoring system at
the exhaust port. We strive to meet the government’s requirement from
the production end and emission end. Through testing, the quality of
waste gases meets the standards of current local laws and
regulations.

The Company conducts tracking and improvements for
high-energy-consuming products in the factories every year, and
replaces high-energy-consuming equipment one by one with
low-energy-consuming equipment. Furthermore, the factories
redesigned their floor plans, and enhanced the utilization efficiency of
natural light to decrease the use of lighting and energy consumption.

The Shenzhen factory signed a contract with an institution to purchase
electricity directly. By using power from the power power market, the
Company can reduce electricity expenses.

The Shenzhen factory has built solar panels on the roof of the
dormitory to use solar energy to heat hot water for employees, and
installed air compressor waste heat utilization equipment to
supplement the hot water in the dormitory.

(3) Does the company
assess potential risks
and opportunities of

(3) 1. The Company is aware of the impact of climate change caused by

the greenhouse gas effect on the environment and its operations.
The Company implements water and power reduction plans and

No discrepancies
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

climate changes for
the company now
and in the future, and
take necessary
countermeasures?

management of waste reduction. In addition, it has the highest
percentage of power facilities in GWP, and thus, the Company
continues to implement power reduction measures. With 2019 as
the comparing basis, the original plan was to achieve 1% of power
reduction per unit in 2020. In 2025, the Company achieved 3% of
power reduction per unit.

2. The Company has the highest

percentage of power facilities in

GWP, and thus, the Company continues to implement power
reduction measures. With 2019 as the comparing basis, the original
plan was to achieve 1% of power reduction goal per revenue unit in
2020. In 2025, the Company achieved 3% of power reduction goal
per revenue unit.

Achievement

2019 (basis) 2020 2021 2022
assessment
Usage 782,191.3 759,855.5 745,229.3 73,755.1
Revenue (TWD) |2,537,770,000(1,937,736,000|2,485,647,000{3,085,191,000
Percentage (%) 0.030821993| 0.039213572| 0.029981301/0.023906141
Achievement rate
per revenue unit -|-27.22594385| 2.727574017| 22.43804479

(%)
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

Reason for not achieving the goal: Due to the
impact of COVID-19, revenue decreased.
However, regular power usage remained at the
pre-pandemic level, and thus the goal was not
achieved. Nonetheless, under its power
reduction measures, the Company monitors all
its energy-consuming equipment, and reduces
its contract capacity with Taiwan Power
Company from 890 kW to 830 kW in May 2020,
and again to 975 kW in February 2021 to
achieve its goal of carbon reduction.

With 2019 as the basis,
the original plan was to
reduce 1% of electricity
per revenue unit annually
in 2021 and the carbon
reduction rate exceeded
20% under the effective
change of space use in
2022. At present, in the
global state of power
shortage, the Company
not only monitors power
consumption equipment in
the factory at any time, but
also promotes each
colleague to save energy
at home, so that all staff
jointly implement the
carbon reduction targets

at any place.

3. Power reduction measures starting from 2022 and in the future

No. |Measures Power
reduced
Philips fluorescent lamps on 3F of the
1 |production building were replaced by TOA 1,366.067
LED lighting.

- 60 -




Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

TOA tungsten bulbs on 3F of the production
building were replaced by TOA LED lighting.

7,968.242

The warehouse on 5F of the production
building is now used for storing idle
materials. Other materials and personnel are
moved to the east building warehouse.
Therefore, the LED lightings are turned off
and instead natural light is used for lighting.
The Company reduces the use of elevators
for incoming goods.

4,000

The HP Color Laser Jet Enterprise M553dn
color printer in the office of Factory Affairs
Department is no longer in use, and the
full-record black-and-white business printer
DC-V 2060 was replaced by a more
power-saving full-record Apeos Port-V
3376RF color and white business printer.

400
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

4. The Company has established relevant precaution measures in view
of the risks that may be brought about by climate change factors
such as flood, drought, high temperature and power shortage that
may affect the Company’s current and future production and
operation to ensure an uninterrupted operation.

Climate .
; Actions taken
change risk | Responses .
: =g in 2022
identification
The Company has tap water storage tanks and
water towers, which can store 60 tons of water, and
Water this is sufficient for normal 2-day use. When the Handled as
shortage Company receives a water outage notice from the planned
water company, it informs all employees before the
outage and reminds them to store and save water.
The 1F of the Company building is equipped with
flood gates. If there is any signs of flooding, the Handled as
Flood : ;
Company immediately closes the flood gates to planned
effectively prevent flooding.
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

Power
shortage

1. Taiwan Headquarters is equipped with a diesel
power generator that can store 200 liters of diesel
at a liquid level of 40 cm. When the liquid level
falls below 28 cm, the diesel oil needs to be
replenished. In case of sudden power failure,
diesel power generator will be automatically
activated to supply power.

In case of activation failure, the security guard will
notify Information Management Department
immediately to activate emergency response
measures. The uninterrupted power supply
system in the information machine room will also
send a warning notification message to the
computer room manager in the event of a power
outage. If the uninterrupted power supply system
is deemed unable to supply power until the power
generator is repaired or power is restored, the
computer room manager will shut down the host
server in the computer room remotely.

2. Shenzhen factory is also equipped with diesel
power generator. A full tank can supply power for
24h continuously. If diesel is replenished, and
equipment operates smoothly, the generator can
supply power for 2-3 days. (The Administration
Department carries out testing every week to
ensure the machine is operable)

3. The Shenzhen factory has built solar panels on
the roof of the dormitory to use solar energy to
heat hot water for employees, and installed air
compressor waste heat utilization equipment to
supplement the hot water in the dormitory.

Handled as
planned
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Promoted items

Implementation

Discrepancies from
the Sustainable
Development Best
Practice Principles

Yes | No Summary for TWSE/TPEx
Listed Companies
and their reasons
(4) Does the company v (4) Starting from 2022, the Company discloses in detail the environmental | No discrepancies

record the information related to GHG emissions, water usage, and total weight of

greenhouse gas wastes in its ESG Reports. Please see ESG Section in the Company’s

emissions, water website for detail.

consumption and

total weight of waste The Company has formulated environmental protection policies for the

produced in the past advocacy and planning of consumption eduction in all departments.

two years, and

formulate policies for

carbon reduction,

greenhouse gas

reduction, water

consumption or other

waste management?

Social Issues v (1) 1. The Company formulates its internal management regulations in No discrepancies

Does the company
have management
policies and
procedures in
accordance with
relevant regulations
and the International
Bill of Human
Rights?

accordance with domestic laws and regulations to prohibit inhumane
treatment, and discriminations against matters including race,
religion, gender, age, and nationality, and to treat all employees in a
fair manner. Also, the Company organizes labor-management
meetings every year to allow employees fully understand the
Company’s operation and employees rights.
Refer to “Work Environment and Employee Safety Protection
Measures” on p.109~ 111 for the relevant illustration about
labor-capital relationship.

2. The Company supports and abides by United Nation Global
Compact, Universal Declaration of Human Rights, and Principles of
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

the International Labour Organization. All its operating sites in the
world abide by local laws and regulations regarding matters such as
labor and gender equality. The subsidiaries in China additionally
abide by BSCI, and received a certification thereof. Based on to
these rules, laws, and regulations, the Company protects the human
rights of all employees at the parent company and all subsidiaries.
Please see the Company’s website for specific details and content
regarding Human Right Policy.

(2) Does the company

formulate and
implement
reasonable
employee benefits
measures (including
remuneration, leave
and other benefits,
etc.), and
appropriately reflect
the results of
operating
performance in
employee
compensation?

2)1.

Employee compensation: The Company has formulated its “Ethical
Corporate Management Best Practice Principles”, “Codes of Ethical
Conduct” and “Regulation Governing Unethical Conduct Prevention
and Whistleblowing”. Through routine education and advocacy, the
Company incorporate them in its corporate social responsibility to
raise the employee’s awareness for law compliance and worth
ethics. The Company also include them as the basis for annual
performance assessment, salary adjustment and promotion.
Furthermore, the Company’s Articles of Incorporation specify that
shall there be profit for the year after off-setting all accumulated
deficits, the Company may distribute no less than 5% and no more
than 5% of the profit as remuneration to employees and Directors,
respectively. In addition, the Company also has year-end bonus
policy to adequately reflect the Company’s operating performance or
results on employees’ remuneration.

No discrepancies

- 65 -




Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

2. Employee benefits: The Company has established an Employee

Welfare Committee in accordance with the Employee Welfare Fund
Act to manage all matters related to employee benefits. Every year,
the Company appropriates more than TWD 3 million as employee
benefits, which include employee travel, birthday gifts, wedding and
funeral gifts, and maternity gifts.

In terms of leave, all employees of the indirect departments are
entitled to 3 paid days off. In terms of longer leave such as maternity
or severe sickness, employees enjoy unpaid leave. Please refer to
p.109~111 and ESG Report Chapter 4 for more details on benefits
and welfare.

3. Workplace diversity and equality: The Company encourages

workplace diversity and equality. Apart from ensuring equal rights for
women, the Company also focuses on the promotion and job
development of female workers. To implement human rights, the
Shenzhen factory has passed the BSCI certification. Please refer to
ESG Report Chapter 4 for more details on workplace diversity and
equality.

. To implement maternal health protection, the Company implements

maternal health protection measures based on the Occupational
Safety and Health Act and Regulations of the Maternity Health
Protection at the Workplace. In addition, the Company has a
maternal health protection plan with its Occupational Safety and
Health Committee the Maternity Health Protection Plan and
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Promoted items

Implementation

Discrepancies from
the Sustainable
Development Best
Practice Principles

Yes | No Summary for TWSE/TPEX
Listed Companies
and their reasons
Protection Measures to protect the physical and mental health of
female workers during pregnancy, postpartum, and breastfeeding
and to ensure the protection for maternal health protection.
(3) Does the company v (3) 1. The Company has a Labor Safety Office, which is responsible for the | No discrepancies

provide a safe and
healthy work
environment to its
employees? Does
the company
regularly provide
safety and health
education for the
employees?

promotion of employee safety and a clean environment. The
Company’s Headquarters offers bi-annual health examination for all
active employees, annual health examination for all active
employees above the age of 65, and regular health examination for
all new employees before reporting to duty. In addition, the
Company convenes Occupational Safety and Health Committee
Meetings every 3 months and deliberate on the matters regarding
occupational safety and health. Special employees of the Shenzhen
factory whose positions fall in the occupational disease hazard
categories shall undergo a special post medical examination every
year.

The Company’s employees participate in safety training and
advocacy on a regular basis.

2. The Company manages the machinery, equipment, and vehicles in
accordance with the law, and formulates pre-operation checklists,
daily checklists, and regular checklists to ensure the safety of
equipment use.

3. The Company hires full-time medical personnel to provide health
services at the factory. The nurses provide on-site service at the
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

factory 4 times a month, 2 hours per session; the doctors once per
quarter, 2 hours per session. The Company aims to create a safe
and healthy workplace culture for all employees for all employees.

4. There was one occupational accident in 2022. (aluminum shavings
from the aluminum cleaning plate flew into the eye of an employee,
causing inflammation of the left eye. The Company has formulated
prevention measures, and strictly required operators to wear
goggles and set up standard operating procedures)

Please refer to P. 109~111 and ESG Report Chapter 4 for more
details on workplace environment and employee safety precaution
measures.

(4)

Has the company
established an
effective career
development training
program for the
employees?

(4)

The Company has comprehensive regulations and plans governing
employee training, and send employees to participate in external
training courses based on their professionalism and duties. 36
employees completed career training in 2022 with total training hour of
363.

No discrepancies

Does the company
comply with relevant
laws and regulations
and international
standards for issues
regarding customer

Product safety: The Company complies with laws and regulations of
the export country and international standards regarding the marketing
and labeling of products and services. The Company also announces
self-declaration for its products as requested by the customers. Such
standards and regulations includeCE of EU, FCC of North America,
UL/cUL/ETL/CETL, 3C of China, PSE of Japan, REACH Regulation,

No discrepancies
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

health and safety,
customer privacy,
marketing and
labeling of products
and services, and
develop relevant
consumer and
customer protection
policies and
complaint
procedures?

BSCI Certification and RoHS Directive.

Customer’s privacy: The Company abides by the confidentiality
agreement and the Personal Data Protection Act for the privacy of
customers. In addition, pn the Company’s website, the Company has
set up a stakeholder section and a whistleblowing mailbox and contact
number. The Company’s senior Managerial Officers are responsible
for personally and effectively handle feedbacks and complaints from
consumers.

Safety sign: The Company’s products comply with the provisions of the
laws and regulations. After passing the verification through safety
inspection, the safety label will be pasted on the product. And if the
products must meet the environmental laws and regulations, the
Company will sign the guarantee certificate according to the different
requirements of the customers, such as: Determination of Contained
Hazardous Substances and Survey for REACH regulation.

Customer complaint procedure: To expedite the responses to
customers, facilitate quality improvement and enhance after-sales
services to protect customers’ rights, the Company has developed
regulations governing the handling of customer complaint to minimize
major customer complaint risks and improve the competitiveness of its
products in terms of sustainability.

In addition to formulating the “Customer Complaint Management
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Promoted items

Implementation

Yes

No

Summary

Discrepancies from
the Sustainable
Development Best
Practice Principles
for TWSE/TPEx
Listed Companies
and their reasons

Measures,” the Company has also formulated the “Company Code of
Conduct for Honest Business,” “Operating Procedures and Conduct
Guidelines for Honest Business,” “Code of Ethical Conduct” and other
policies. Besides, the Company has set up a special section for
stakeholders on the Company’s website to provide corresponding
contact windows for each stakeholder to properly respond to
consumers’ complaints as well as concerns about related rights and
interests.

(6) Does the Company

have a supplier
management policy
that requires
suppliers to follow
relevant regulations
on issues such as
environmental
protection,
occupational safety
and health, or labor
rights, and the
implementation
thereof?

(6) The Company has a supplier evaluation policy and supplier

management policy, and requests all suppliers to reach the
requirement of the Company’s “Sustainable Development Best
Practice Principles” and “Supplier Management Policy” In
circumstances of violation to environmental protection, occupational
safety, and labor rights, which cause significant impact on the society,
the Company may terminate or cancel the contracts with such
suppliers. This is clearly specified on the procurement contracts.

Please see the Company’s website and Chapter Ill of the Company’s
ESG report for the contents of related principles, policies and
execution situation.

The personnel responsible for environmental management assigns
auditors to require suppliers or third-party suppliers to undergo
supplier evaluation and participate in educational training and
communication meetings when necessary.

No discrepancies
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Implementation Discrepancies from
the Sustainable

Development Best

Promoted items Practice Principles
Yes | No Summary for TWSE/TPEx

Listed Companies
and their reasons

Does the company v The Company’s Sustainability Report is prepared based on the GRI No discrepancies
prepare its Standards issued by the Global Reporting Initiative: The core items are the

non-financial reports reference basis of the disclosure in the report.

such as

Sustainability Report The Company’s 2021 Sustainability Report has been issued in September

in accordance with 2022 and is ready for download in the Company’s website.

the internationally

used reporting The report has not obtained third-party verification.

standards or
guidelines? Have
such reports been
assured, verified, or
certified by a third
party?

If the company has established its own corporate management principles in accordance with “Sustainable Development Best
Practice Principles for TWSE/TPEX Listed Companies,” please describe its current practices and any discrepancies from the Best
Practice Principles:

The Company’s “Corporate Social Responsibility Best Practice Principles” was formulated and approved by the Board in
November 2017 to enhance the implementation of corporate social responsibility. The Company executes and makes
improvements in accordance with the Best Practice Principles. There is no discrepancy between the Company’s operation of
sustainable development and “Sustainable Development Best Practice Principles for TWSE/TPEXx Listed Companies”. Please refer
to the chapter regarding corporate sustainable development in this annual report and ESG Report.

Other important information helpful for understanding the execution of sustainable development:
To implement sustainable development, the Information Management Department has established “Environmentally Friendly

”

Team?”, “Social Benefit Team” and “Human Rights Development Team”.
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Implementation Discrepancies from
the Sustainable

Development Best

Promoted items Practice Principles
Yes | No Summary for TWSE/TPEx

Listed Companies
and their reasons

The “Environmentally Friendly Team” is responsible for:
(1) Collect sufficient and timely information and evaluate the environmental impacts caused by the Company’s operation.
(2) Develop measurable goals and review the sustainability and relevance of the goals on a regular basis.

The “Social Benefit Team” is responsible for:

Participation in local social charity activities to improve the Company’s influence.

(1) The Company pays attention to the disadvantaged groups in the society and initiated a donation campaign for the “Lauwulau
Home For The Elderly”. 75 people participated in the donation and collected TWD 152,800 (including TWD 50,000 corporate
donation) in total, fully exerting the spirit of “one for all, all for one”.

The “Human Rights Development Team” is responsible for:

(1) Legal compliance of HR policies and protection of human rights

(2) Labor safety, healthy workplace and establishment and maintenance of a smooth communication channel.
Implementation of occupational safety, raising the awareness of occupational safety, promotion of occupational safety and
health plans, and establishment of safe and healthy workplace. Provide employees with a healthy, safe, and humane
workplace in accordance with the laws and regulations and relevant internal rules and regulations. Provide employees with fair
opportunities in terms of hiring, promotion, award and penalties, welfare, salary, and training, and develop conduct regulations.
In addition, establish the Employee Welfare Committee and Pension Committee, and convene labor-management meetings,
to protect the rights and benefits of employees.

(3) The Company shall, based on respect for the rights and interests of stakeholders, identify stakeholders of the Company,
understand the reasonable expectations and demands of stakeholders through proper communication and the participation of
stakeholders, and adequately respond to the important corporate social responsibility issues which they are concerned about.
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(6) Corporate governance and discrepancies from the Ethical Corporate Management Best Practice Principles for TWSE/TPEX Listed
Companies and reasons and thereof:

Item for evaluation

Implementation status

Discrepancies from the
Ethical Corporate
Management Best

Practice Principles for

Yes | No Summary TWSE/TEPx Listed
Companies and reasons
and thereof
1. Establishment of ethical corporate management
policies and plans v (1) The "Ethical Corporate Management Best  |Ng discrepancies

(1) Does the company have ethical corporate Practice Principles” has been formulated by

management policies established approved bythe the Company and approved by the Board.

Board, and do the company’s Articles of The Principles clearly specify the policy and

Incorporation and external documents explicitly management regarding ethical corporate

expressing its ethical policies and methods and management and the Board and Managerial

are the Board and management dedicated to the Officers are required to actively implement

active implementation of these commitments? the these commitments.
(2) Has the company established an evaluation v (2) The Company’s rules clearly specify the

mechanism for the risk of unethical behaviors? policy and practices regarding ethical

Does the Company regularly analyzes and corporate management. The Company’s

evaluates the operations that have a higher risk of’ relevant operating procedures clearly specify

unethical behavior, and formulates unethical the policies and practices of ethical corporate

behavior prevention plans for each Item in management. Article 7 Paragraph 2 and

Paragraph 2, Article 7 of the Ethical Corporate prevention plans of the Company stipulates

Management Best Practice Principles and business activities with a relatively high risk of

Policies for Listed Companies? unethical behavior, which are regularly

supervised and checked by the Information
Management Department and the Audit

(3) Does company’s unethical behavior prevention Department.

plan clearly specify relevant procedures, v

guidelines, penalties for violation, and appeal
system and are they reviewed and revised on a

The Company has formulated the “Ethical
Corporate Management Best Practice
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Item for evaluation

Implementation status

Yes

No

Summary

Discrepancies from the
Ethical Corporate
Management Best

Practice Principles for

TWSE/TEPx Listed
Companies and reasons
and thereof

regular basis?

Principles” and relevant operating
procedures, guidelines, penalties for violation,
and appeal system, and implement them
accordingly. In addition, the “Ethical
Corporate Management Best Practice
Principles” is reported at the Board Meeting
when reporting the execution results of of
ethical corporate management at the end of
each year, and is review to see if any
amendment is required.

(2)

Implementation of ethical corporate management
Does the company evaluate business partners’
ethical records and include ethics-related clauses
in the business contracts signed with such
counterparties?

Has the company established an exclusively (or
concurrently) dedicated unit under the Board of
Directors to implement ethical corporate
management, and report to the Board of Directors
about ethical corporate management policies,
unethical behavior prevention plans, and the
supervision on a regular basis (at least once a
year)?

(2)

The Company’s “Procedures for Ethical
Management and Guidelines for Conduct”
clearly specifies that the Company shall
explain its ethical corporate management
polices to its counterparties, prevent having
business dealings with unethical partners and
clearly states the terms of ethical corporate
management.

The Company’s Information Management
Department serves as the dedicated unit
responsible for the supervision and
implementation of ethical corporate
management and reports the implementation
results at the Board Meetings every year. The
2022 report was made on Nov. 07, 2022.

No discrepancies
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Item for evaluation

Implementation status

Discrepancies from the
Ethical Corporate
Management Best

Practice Principles for

Yes | No Summary TWSE/TEPx Listed
Companies and reasons
and thereof
(3) Has the company established policies to prevent | v (3) The Company’s “Procedures for Ethical
conflicts of interest, provide appropriate Management and Guidelines for Conduct”
communication channels, and implement them clearly specifies the policies and procedures
accordingly? regarding the prevention of conflict of interest.
(4) Has the company implemented effective v (4) The Company formulates its internal control
accounting and internal control systems and has systems based on the “Regulations
the audit division established relevant audit plans Governing Establishment of Internal Control
based on the results of the unethical risk Systems by Public Companies”. The annual
evaluations and does the audit division or does audit plan is prepared by the Audit
the company retains CPAs to check the Department and approved by the Board. It is
compliance with the plans on a regular basis? used to examine all accounting systems,
internal control systems and the
implementation of ethical corporate
management.
(5) Does the company regularly hold internal and v (5) 1.Every year, the Company organizes

external educational trainings on ethical corporate
management?

“ethical corporate management” training
courses. The Company has arranged a
training course -- “Insider Trading
Prevention”and internal training -- “Ethical
Corporate Management Best Practices” on
June 27, 2022. The courses include all
relevant laws of regulations of Taiwan and
rules of the Company. All Taiwan-based
employees must participate in the courses
and pass the test to ensure that they have
correct understanding and basic knowledge
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Item for evaluation

Implementation status

Yes

No

Summary

Discrepancies from the
Ethical Corporate
Management Best

Practice Principles for

TWSE/TEPx Listed
Companies and reasons
and thereof

about ethical behavior. Total of 145
participants, with 145 man hours.

2. “Ethical Corporate Management Best
Practice Principles” and “Procedures for
Ethical Management and Guidelines for
Conduct” clearly specify the whistleblowing
system and actively prevent unethical
behavior, and encourage internal or
external reports on unethical or
inappropriate behavior. The stakeholder
sector on the Company website provides
an effective communication channel for
employees, investors, and stakeholders. In
2022, there is 0 cases of internal or
external reports. There is case of unethical
behavior.

—~
N
N—

(2)

Operation of the whistleblowing system

Has the Company established reward and
whistleblowing systems, set up a convenient
whistleblowing channel, and assign appropriate
personnel to the accused party?

Has the company established standard operating
procedures for investigations on reports, follow-up
measures to be taken after the investigation is
completed, and related confidentiality
mechanisms?

’ “®

(1) The Company’s “Procedures for Ethical
Management and Guidelines for Conduct”
clearly stipulates whistleblowing system,
award system and personnel in charge.

(2) The Company’s “Procedures for Ethical
Management and Guidelines for Conduct”
clearly specifies the standard operating
procedures for investigations on reports,
follow-up measures to be taken after the
investigation is completed, and related

No discrepancies
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Implementation status Discrepancies from the
Ethical Corporate
Management Best
Item for evaluation Yes | No Summa Practice Principles for
Y TWSE/TEPX Listed
Companies and reasons
and thereof

confidentiality mechanisms.

(3) Does the company provide protection to v

whistleblowers against improper treatment? (3) The Company’s Board of Directors and
managerial offers fulfill their ethical corporate
management commitment, and the
Company’s regulations stipulate measures to
protect whistleblowers.

4. Strengthening disclosure of information

Does the company have the contents of corporate| v The “Investor Service” and “Corporate No discrepancies
management and its implementation disclosed on Governance” sector on the Company’s website
the website and MOPS? state all operating procedures regarding ethical

corporate management, and disclose the

implementation status.

5. If the Company has established its own ethical corporate management principles in accordance with “Ethical Corporate Management
Best-Practice Principles for TWSE/TPEXx-Listed Companies,” please describe its current practices and any discrepancies from the
Best-Practice Principles: The Company has established the “Ethical Corporate Management Best Practice Principles” and these is no
significant discrepancy between actual practice and the principle.

6. Other important information that is helpful to the understanding of the company’s ethical corporate management (e.g., reviewing and
revision of its ethical corporate management principles): The Company abides by the The Company Act, Securities and Exchange Act, and
other laws and regulations governing TWSE/TPEXx-Listed Companies. These laws and regulations are used as the Company’s basis for
ethical corporate management, and the Company reviews and revise it’s rules and regulations according to the changes in the laws.

(7) If the company has formulated its corporate governance principles and relevant regulations, the inquiry methods should be disclosed:

Already disclosed on the Company’s internal and external websites.
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(8) Other information that facilitates the understanding of the company’s corporate governance:

(1) 2022 Continuing training for the Directors:

Training date ini
Position Name ning Course name TLalnlng
Begin End ours
ESG Trends -- How to Respond to the
. Shen-Keng 2022.08.05 | 2022.08.05 Requirements of competent authorities 3.0
Chairman Liu
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
, Shen-Chi 2022.08. 05 2022.08.05 Requirements of competent authorities 3.0
Director Liu
2022.11.07 | 2022.11. 07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
. . 2022.08.05 2022.08.05 Requirements of competent authorities 3.0
Di Ping-Hsiung
irector Liu
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
. Jen-Fu 2022.08.05 | 2022.08.05 Requirements of competent authorities 3.0
Director Wang
2022.11.07 | 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
Ching-Ho 2022.08.05 2022.08.05 Requirements of competent authorities 3.0
Director Hsu
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
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T H H t . .
Position Name raining date Course name TLalnlng
Begin End ours
ESG Trends -- How to Respond to the
Director and Yen-Jiun 2022.08.05 | 2022.08.05 Requirements of competent authorities 3.0
Legal .
. Liu
Representative 2022.11.07 | 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
. 2022.08.05 2022.08.05 Requirements of competent authorities 3.0
: Chin-Chung
Director Liu
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
, 2022.08.05 2022.08.05 Requirements of competent authorities 3.0
Director Shih-Ho
Chen
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
“Substantive Review on the Financial
2022.01.17 2022.01.17 | Reports”, Statutory Supervision Practice, and 6.0
Common Deficiencies in Enterprises
Continuing Training for Principal Accounting
2022.01.20 | 2022.01.21 | Officers of Issuers, Securities Firms, and 12.0
. Wen-Hsien Securities Exchanges
Director Chu
ESG Trends -- How to Respond to the
2022.08.05 2022.08.05 Requirements of competent authorities 3.0
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
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Training date ini
Position Name ning Course name TLa'“'“Q
Begin End ours
ESG Trends -- How to Respond to the
: 2022.08.05 2022.08.05 Requirements of competent authorities 3.0
Di Tse-Ming
irector
Lan
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
2022.08.05 2022.08.05 Requirements of competent authorities 3.0
Independent Ming-Long External Innovation and Sustainable
Director Wang 2022.08.10 | 2022.08.10 Operation 3.0
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
, 2022.08.05 2022.08.05 Requirements of competent authorities 3.0
Independent Sheen-Yie
Director Fang _ _ _
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
2022.08.05 2022.08.05 Requirements of competent authorities 3.0
Independent Ruey-Mo
Director Lin
2022.11.07 2022.11.07 | Responses to Insider Trading Prevention 3.0
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(2) 2022 Continuing training for the Managerial Officers and chief auditor:

Management Risk Prevention

Position Name Tralnlng date Course name T;:]alnlng
Begin End ours
ESG Trends -- How to Respond to the
. Shen-Keng 2022.08.05 | 2022.08.05 Requirements of competent authorities 3.0
President Liu
2022.11.07 | 2022.11.07 | Responses to Insider Trading Prevention 3.0
. . ESG Trends -- How to Respond to the
Vlcetrlj’relglgc(lgnt of Shih-Ho 2022.08.05 | 2022.08.05 Requirements of competent authorities 3.0
e
Department Chen 2022.11.07 | 2022.11.07 | Responses to Insider Trading Prevention 3.0
“Substantive Review on the Financial Reports”,
2022.01.17 | 2022.01.17 | Statutory Supervision Practice, and Common 6.0
Vice President of Deficiencies in Enterprises
the Finance Continuing Training for Principal Accounting
Department, CAO | Wen-Hsien | 2022.01.20 | 2022.01.21 | Officers of Issuers, Securities Firms, and 12.0
CEO Chu Securities Exchanges
Chief Governance ESG Trends -- How to Respond to the
Officer 2022.08.05 | 2022.08.05 Requirements of competent authorities 3.0
2022.11.07 | 2022.11.07 | Responses to Insider Trading Prevention 3.0
ESG Trends -- How to Respond to the
CTO of the R&D | Tse-Ming 2022.08.05 | 2022.08.05 Requirements of competent authorities 3.0
Department Lan 2022.11.07 | 2022.11.07 | Responses to Insider Trading Prevention 3.0
The Impacts of and Response Measures
2022.10. 06 | 2022.10. 06 against Climate Change and Sustainable 3.0
_ . Yi-Chun o T Development on the Corporates’ Internal '
Chief Auditor Chen Control, from the Perspective of ESG Risks
2022.11.28 | 2022.11.28 Financial Analysis Indicator Interpretation and 3.0
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(9) Execution status of internal control system

1.

Internal Control Declaration:

Hanpin Electron Co., Ltd.

Statement of Declaration of Internal Control
Date: February 24, 2023

The Company hereby states the results of the self-evaluation of the internal control
system for the year 2022 as follows:

1.

The Company understands that the establishment, implementation, and
maintenance of the internal control system are the responsibility of the Board of
Directors and Managerial Officers of the Company, and has already established
such a system. The objective is to provide reasonable assurance on the
achievement of operating effectiveness and efficiency (including profits,
performance, and safeguard of assets), reporting matters with reliability,
timeliness, transparency, and compliance with the relevant law and regulations.

An internal control system has inherent limitations. No matter how perfectly
designed, an effective internal control system can provide only reasonable
assurance of achieving these three objectives. Moreover, the effectiveness of an
internal control system may be subject to changes due to extenuating
circumstances. Self-supervision measures have been implemented within the
Company’s internal control policies to facilitate immediate rectification once any
defects are identified.

The Company evaluates the effectiveness of design and operation of its internal
control system based on the criteria of the internal control system effectiveness in
the “Regulations Governing the Establishment of Internal Control System by
Public Companies” (referred to as “the Regulations” hereinafter) to determine the
effectiveness of the internal control system design and implementation. The
criteria introduced by “the Rules” consisted of five major elements, each
representing a different stage of internal control: 1. control environment, 2. risk
evaluation and response, 3. procedural control, 4. information and communication,
5. supervision. Each element further contains several items. Please refer to “the
Rules” for details.

The Company adopted these criteria to evaluate the effectiveness of its policy
design and implementation.

Based on the results of the evaluation in the preceding paragraph, the Company
is of the opinion that, as of December 31, 2022, the internal control system
(including the supervision and management of subsidiaries), including the design
and implementation of the internal control system relating to the effectiveness and
efficiency of the operations, reliability, timeliness, and transparency of reporting,
and compliance with applicable laws and regulations, is effective and can
reasonably assure the achievement of the foregoing goals.

This declaration constitutes part of the main contents of the Company’s annual
report and prospectus, and shall be disclosed publicly. Any falsehood or
concealment of these disclosures will entail legal liability under Articles 20, 32,
171, and 174 of the Securities and Exchanges Act.

This statement was unanimously approved by the Board of Directors on February
24, 2023 with the presence of 13 Directors.

Hanpin Electron Co., Ltd.
Chairman: Shen-Keng Liu Signature

Manager: Shen-Keng Liu Signature
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2. If review of the internal control system has been conducted by CPAs, the CPAS’
review report must be disclosed: None.

(10) If, during the most recent fiscal year and as of the printing date of the annual report,

there are penalties imposed upon the Company and its employees in accordance with

laws, penalties imposed by the Company upon its employees for violating internal

control system policy, where the results of the penalties are likely to pose material

impact on shareholders’ rights and securities price, the the Company should state the

content of penalty, principal deficiencies, and improvement status: None.

(11) Important resolutions of the Shareholders’ Meeting and Board Meeting during the most

recent fiscal year and as of the printing date of the annual report:

(1) Maijor resolutions of the Shareholders’ Meeting and implementation status

Term Date Major motions Resolution Implementation
1. Matters to Report
(1) 2021 Business Report
(2) Audit Committee’s review
report on 2021 financial N/A
statements After
(3) 2021 distribution of soliciting the
remuneration to employee | opinions of
and Directors all attending
committee (1) N/A
2022 Annual, 2022.06. members by | (2) Reference
Sharehqlders o4 the date:
Meeting 2. Matters to be approved: Chairman, September 27,
(1) 2021 business report and | the proposal 2022.
consolidated and was Distribution
standalone financial approved date: October
reports unanimously. 21, 2022.
(2) 2021 earnings distribution (Cash
dividends:
TWD 1.2 per
share)
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(2) Major resolutions of the Board Meeting

Independent
Directors’
Term Date Major motions opinions and the
Company’s
response
12th
meetlngthof 2022.05.06 1. Repor_ted the 2022 Q1 operation report and None
the 19 financial report
Board
13th
mtieeti?gthOf 2022.06.24 | 1. Determined the ex-dividend date None
Board
14th 1. Reported the 2022 H1 operation report and
meeting of financial report
the 191 2022.08.05 2. Reported the liability insurance for Directors None
Board and important personnel
15th 1. Reported 2022 Q1-3 operation report and
i fi ial rt
meeting of | 2022.11.07 TR TR : _ None
the 19 2. Discussed the 2023 internal  audit
Board implementation plan
16th
meeting of 1. Reported the resolution of the Remuneration
the 19" 2023.01.16 Committee for review None
Board
1.  Reported the 2022 operation report
2. Reported and discussed the 2023 operation
plans
3. Discussed the proposals of the Remuneration
Committee
4. Approved the remuneration to employees
5. Reported and discussed the 2022 accounting
reports and consolidated and standalone
financial reports
17t . o
. 6. Approved the 2022 earnings distribution
meeting of | 553 02,24 None
the 19th e 7. Discussed matters regarding 2023 Annual
Board Shareholders’ Meeting
8. Approved the Internal Control Declaration
9. Approved the amendments to the “Rules of
Procedure for Shareholders’ Meetings”
11. Evaluated the independence of CPAs for the
year 2023
12. Discussed the election of Directors (incl.
Independent Directors)
13. Discussed the candidates for Director Election

(incl. Independent Directors)
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(12) In the event that any Director or Supervisor expressed a dissenting opinion
regarding any of the important resolutions passed at the Board Meeting during the
most recent fiscal year and as of the printing date of the annual report and the
opinion was recorded or delivered in writing, please provide its main content: None.

(13) Matters regarding the resignation or dismissal of the Chairman, President,
accounting manager(s), financial manager(s), internal audit manager(s), corporate
governance manager(s) and R&D manager(s) during the most recent fiscal year
and as of the printing date of the annual report: None.

4. Information on CPA Professional Fees

(1) CPA professional fees

Information on CPA Professional Fees

Unit: TWD thousand

Name of . . )
accounting I\flacrgi CPA inspection Audit fee Nofn -audit Total Remarks
firm o] period ees
Chung- 2022
Pricewaterhou|Yu Tien TWD 1,750 TWD 438 TWD 2,188
seCoopers | Tzu-Me thousand thousand thousand
ng Liu 2022

Note: Non-audit fees include transfer pricing report: TWD 150 thousand, tax compliance
audit: TWD 240 thousand, checklist of information about salary of employees who are
not in a managerial position: TWD 40 thousand, and company registration: TWD 8
thousand.

(2) Relevant information regarding the changes of accounting firm and the amount of
fees paid for auditing services during the year in which the change is made are
lower than for the previous year: N/A

(3) Relevant information regarding a more than 10% decrease in the audit fee from
previous year: N/A

5. Information on Replacement of CPAs
Relevant information regarding the change of CPAs during the most recent 2 fiscal

years: N/A

6. The Company Chairman, President, or Any Managerial Officer in Charge of Finance or
Accounting Matters in the Most Recent Fiscal Year Holding a Position at the
Company’s CPA Accounting Firm or at an Affiliated Enterprise of Such Accounting Firm:
None.

7. Any Transfer of Equity Interests and/or Pledge of or Change in Equity Interests (during
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the Most Recent Fiscal Year and as of the Printing Date of the Annual Report) by a
Director, Supervisor, Managerial Officer, or Shareholder with a Stake of more than 10

Percent

(1) Changes in Shareholdings held by Directors, Managerial Officers, and Major
Shareholders

2022 As of April 28, 2023
Increase/ Increase/ Increase/ Increase/
Position Name decrease in | decrease | decrease in | decrease
shares held | in shares | shares held | in shares
(Note 1) pledged (Note 2) pledged
Chairman and .

President Shen-Keng Liu - - - -
Director Shen-Chi Liu - - -83,000 -
Director Ping-Hsiung Liu -- -- -- --
Director Jen-Fu Wang -- -- -- --
Director Ching-Ho Hsu -- -- -- --

Institutional .
Director Yen-dJiun Co., Ltd. - - - -
Institutional
Director Yen-dJiun Liu -- - - -
Representative
Director and Chin-Chung, Liu
Senior (Resigned from senior +50,000 -- -- --
Specialist specialist on 2022/03/10)
Director and
Vice President .
of the R&D Shih-Ho Chen - - - -
Department

Director and
Vice President
of the Finance

Department

CFO
CAO
Chief

Governance

Officer

Wen-Hsien Chu

Director and

CTO of the R&D Tse-Ming Lan - - - -

Department
Ind dent :
: Deifeecr][oren Ming-Long Wang - - - -
Independent .

Di?ector Sheen-Yie Fang - - - -
Independent .

Director Ruey-Mo Lin . . - -

Note 1: The transfer of these shares is made on centralized securities exchange market,
and all transfer counterparties are non-related parties.
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Note 2: Of the foregoing equity transfer, increase and decrease, the decrease was
attributable to stock grant, and the counterparty was an affiliate.

(2) Information on share transfers:

Relationships
between the
counterparty
and the
Company’s
Reason Transaction directors,
Name | for equity date Counterparty | supervisors, Shares
transfer managers or
shareholders
whose
shareholding
ratio exceeds
10%

Transaction
price

Shen-Chil - ont | 2023.01.18| C4an-Ting

Father and son | 83,000 29.05
Liu Liu

(3) Information on share pledges: N/A

8. Relationship Information, if among the Company’s Top Ten Shareholders any one is a
Related Party or a Relative within the Second Degree of Kinship of Another

Shareholding of the Company’s top ten shareholders and the relationship

among them
Reference date: April 28, 2023
Title, name, and
Shares held . relationship of the top ten
. Shares held in
Shares held in own | by spouse or the name of shareholder§ who_have Remarks
Name name minor mutual relationship as
. other persons -
children spouse or blood relative
within the second degree.
Shares % Shares | % | Shares % Name Relationship
Ping-Hsiung Sibling
Liu S@bl@ng
Shen-Chi Liu 4,850,434 | 6.06% |  cooem | comm | oo | e Chit-tisiung | - Sibling
Shen-Keng
Liu
HANPIN 4,850,000 | 6.06% | | ]| ]| ]| |
DEVELOPMENT CO.,
LTD. Chiu-Hsiung | Sibling
Liu Sibling
Person in Charge: 1,839,345 [ 2.30% | | -] | - Shel_?l]Chl Sibling
Ping-Hsiung Liu Shen-Keng
Liu
Ping-Hsiung Sibling
Liu Sibling
Chiu-Hsiung Liu 4,270,915 | 5.33% | -oeon | oee | o | oeeen Shen-Chi | Sibling
Shen-Keng
Liu
Ping-Hsiung Sibling
Shen-Keng Liu 4,094,056 | 511% | - | - | o | - ~ Liu Sibling
Chiu-Hsiung Sibling




Liu,
Shen-Chi
L0/ e N N e N [
HANZHENG 3,960,000 | 4.95%
INVESTMENT CO.,
LTD. Ping-Hsiung Sibling
S@bl@ng
Person in Charge: 4270915 | 533% | e | o | e | e Shen-Chi Sibling
Chiu-Hsiung Liu
Shen-Keng
3,569,800 | 4.46% | - |-—| | — ]| @ — |
Yen-Jiun Co., Ltd. Chiu-Hsiung | Sibling
. Sibling
Person in Charge: Chi S
Ping-Hsiung Liu 1,839,345 | 2.30% | e | e | oo | e Shen-Chi Sibling
Shen-Keng
San-Kuang Wang 2,180,000 | 2.73% | - | == | | [ e e
Chiu-Hsiung Sibling
S@bl@ng
Ping-Hsiung Liu 1,839,345 | 2.30% | e | e | e | e Shen-Chi Sibling
Shen-Keng
Tang-Pi Chang 1,760,000 [ 2.20% | - | =] | | | e
Yu-Lien Chen 866,000 | 1.08% | | | | | — |

9. The Shares Held in Any Single Enterprise by the Company, its Directors, Supervisors,
Managers, and any Companies Controlled either Directly or Indirectly by the Company

Unit: thousand shares / %

Dec. 31, 2022

Investee (Note)

the Company’s investment

Investment by Directors,
supervisors, managers and
by companies directly or
indirectly controlled by the

Total investment

Company
Percentage Percentage Percentage of
Shares of Shares of Shares shareholding

shareholding shareholding
Hanpin (BVI) 15,004 100.00% -- 0.00% 15,004 100.00%
International Co.,
Ltd.
Hanchih Electronics -- 0.00% 50,961 100.00% 50,961 100.00%
(Hong Kong) Co.,
Ltd.
Hanpin Electronics -- 0.00% -- 100.00% -- 100.00%
(Shenzhen) Co., Ltd.
Hanchih Electronics -- 0.00% -- 100.00% -- 100.00%
(Shenzhen) Co., Ltd.
Hanchih 15,400 100.00% - 0.00% 15,400 100.00%

Development Co.,
Ltd.

Note: Investee accounted for under the equity method
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1.

Capital and Shares

(1) Sources of capital

1. issued shares

V. Capital Overview

Apr. 28, 2023
Authorized Capital Paid-in Capital Remarks
Year/ | Par Capital
month | Value Shares Amount Shares Amount Sources of Capital Increase by Others
Assets other
than Cash
1990.03 [1,000| 195,000 195,000,000 195,000 | 195,000,000 - - -
Letter (81)
Capital increase by Tai-Cai-Zheng-(1)
cash TWD 73,375,000 02679 dated Oct.
1992.11 | 10 | 40,097,500 | 400,975,000 | 40,097,500 | 400,975,000 Capitalization of None 16, 1992 from
surplus TWD SEC
132,600,000 2.Change of par
value
Letter (86)
o Tai-Cai-Zheng-(1)
Capital increase by 51957 dated Jun.
1997.07 | 10 | 50,097,500 | 500,975,000 | 50,097,500 | 500,975,000 cash TWD None
100’000’000 30, 1997 from
SEC
Letter (88)
Capitalization of Tai-Cai-Zheng-(1)
1999.12| 10 | 57,612,125 | 576,121,250 | 57,612,125 | 576,121,250 surplus TWD None 96865 dated Nov.
75,146,250 06, 1999 from SFI
Capitalization of
surplus TWD Letter (88)
31,686,670 Tai-Cai-Zheng-(1
2000.05| 10 |120,000,000( 1,200,000,000 | 70,000,000 | 700,000,000 Capitalization of None 42317 dated SIJ\/I(ay)
undistributed earnings 16, 2000 from SFI
TWD 92,192,080
Capitalization of Letter (90)
sggp(l)té)so'l(')\gvg Tai-Cai-Zheng-(1)
2001.10| 10 |145,000,000| 1,450,000,000 | 84,600,000 | 846,000,000 Capi{alize;tion of None 153175 dated
undistributed earnings Aug. 21, 2001
TWD 111,000,000 from SFI
Capitalization of
surplus TWD Letter (91)
42,300:009 thpusand. Tai-Cai-Zheng-(1)
2002.07 | 10 | 13,270,000 132,700,000 | 97,870,000 | 978,700,000 Capitalization of None
undistributed earnings 153175 dated Jul.
TWD 90,400,000 19, 2002 from SFI
thousand.
. Letter (91)
Convertible corporate Tai-Cai-Zheng-(S
2002.12| 10 | 24,822 248220 | 97,894,822 | 978,048,200 | DONS transferred to None  |hang) 030079-1
’ ’ ’ ’ ’ ’ common shares TWD
248,220 dated Nov. 25,
2002 from TWSE
Letter
Capitalization of Tai-Cai-Zheng-(1)
2003.07 | 10 2,000,000 20,000,000 99,894,822 | 998,948,220 |employee bonus TWD None 0920129187
20,000,000 dated Jul. 01,
2003 from SFI
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Authorized Capital Paid-in Capital Remarks
Year / Par Incg:glstzlb
month | Value Shares Amount Shares Amount Sources of Capital y Others
Assets other
than Cash
. Letter
Convertible corporate Jing-Shou-Shang
200404 | 10 | 1,142,313 | 11,423,130 |101,037,135|1,010,371,350 | PONds transferredto | 09301069830
. ) ) ) ) ) ) ’ ’ ’ common shares TWD one
11,423,130 dated Apr. 29,
2004
Capitalization of Letter
inditibued samios
2004.08 | 10 3,997,896 39,978,960 105,035,031 1,050,350,310 Capitalization of None 09301150360
employee bonus TWD dated Aug. 17,
20,000,000 2004
Letter
Capitalization of Jing-Shou-Shang
2004.10 | 10 8,032 80,320 |105,043,063| 1,050,430,630 | convertible corporate None 09301200190
bonds TWD 80,320
dated Oct. 29,
2004
Letter
Buy back of treasury Jing-Shou-Shang
2004.11 | 10 |-30,000,000 | -30,000,000 |102,043,063|1,020,430,630 stock TWD None  |09301223510
30,000,000
dated Nov. 26,
2004
Letter
Capitalization of Jing-Shou-Shang
convertible corporate
2005.01| 10 1,345,370 13,453,700 103,388,433 1,033,884,330 bonds TWD None 09401010370
13,453,700 dated Jan. 19,
2005
Letter
Jing-Shou-Shang
Buy back of treasury
2006.01 | 10 | 145,000,000 |1,450,000,000 |102,719,433|1,027,194,330 | stock TWD 6,690,000 None 09501008340
dated Jan. 18,
2006
Letter
Buy back of treasury Jing-Shou-Shang
2009.03 | 10 | 145,000,000 |1,450,000,000 | 99,999,433 | 999,994,330 stock TWD None  |09801042120
27,200,000
dated Mar. 06,
2009
Letter
Capital reduction by Jing-Shou-Shang
2010.08 | 10 | 145,000,000 |1,450,000,000 | 79,999,433 | 799,994,330 cash TWD None  |09901188700
200,000,000
dated Aug. 19,
2010
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2.Share category

April 28, 2023 Unit: shares

Authorized Capital Remarks
Share ; :
catedo Outstanding Unissued Total
gory shares shares
Common | 26 999433 | 65,000,567 | 145,000,000
share
(2) Shareholder structure
Reference date: April 28, 2023
Shareholder Foreign
) ) Other o
structure|Government| Financial | . . . o institutions
. ) R juridical Individual ) Total
Quantity agencies | institution and foreign
persons
persons
Number of 0 1 200 24,278 40 24,519
shareholders
Number of 0 80,000| 15,644,660 62,117,133 2,157,640\ 79,999,433
shares held
PercentaTge of 0.00% 0.10% 19.56% 77.64% 2.70% 100.00%
shareholding (%)

(8) Status of shareholding distribution

Reference date: April 28, 2023

Level of holding

Number of

Number of shares

Percentage of

shareholders held shareholding
1-999 17,362 379,560 0.47%
1,000 - 5,000 5,573 11,510,367 14.39%
5,001 - 10,000 872 7,026,108 8.78%
10,001 - 15,000 225 2,901,031 3.63%
15,001 - 20,000 152 2,776,533 3.47%
20,001 - 30,000 126 3,262,308 4.08%
30,001 - 40,000 59 2,113,827 2.64%
40,001 - 50,000 34 1,561,809 1.95%
50,001 - 100,000 62 4,527,371 5.66%
100,001 - 200,000 20 2,985,332 3.73%
200,001 - 400,000 19 5,502,005 6.88%
400,001 - 600,000 2 1,040,800 1.30%
600,001 - 800,000 2 1,371,019 1.71%
800,001 - 1,000,000 2 1,666,813 2.08%
Over 1,000,001 9 31,374,550 39.23%
Total 24,519 79,999,433 100.00%




(4) List of major shareholders

Reference date: April 28, 2023

Share|  Number of Percentage of
Names of major shareholders shares held shareholding
Shen-Chi Liu 4,850,434 6.06%
Hanpin Development Co., Ltd. 4,850,000 6.06%
Chiu-Hsiung Liu 4,270,915 5.33%
Shen-Keng Liu 4,094,056 5.11%
Hancheng Investment Co., Lid. 3,960,000 4.95%
Yen-Jiun Co., Ltd. 3,569,800 4.46%
San-Kuang Wang 2,180,000 2.73%
Ping-Hsiung Liu 1,839,345 2.30%
Tang-Pi Chang 1,760,000 2.20%
Yu-Lien Chen 866,000 1.08%

(5) Information on the market price, net value, earnings, and dividend per share in the

most recent two years

Year 2023. as of
ltem 2021 2022 April 28
(Note 5)
Market Highest 35.80 32.30 32.15
price per | Lowest 26.50 24.85 28.65
share Average 31.63 29.27 30.52
Net value | Before Distribution 25.88 29.18
per share | After Distribution 24.68 29.18
(Note 1)
Weighted average shares 79,999 79,999
(thousand shares)
Earnings Before 1.79 3.86
per share | Earnings | adjustment
per share| After 1.79 3.86
adjustment
Cash dividends 1.20 2.50 N/A
Retained 0.00 0.00
. Stock .
Dividends dividends earnings
per share Capital reserve 0.00 0.00
Accumulated undistributed — —
dividends
Price/earnings ratio (Note 2) 16.61 7.27
Return on | Price/dividend ratio (Note 3) 24.78 11.22
investment | Cash dividend yield rate 4.03% 8.91%
(Note 4)

Note 1: The 2022 dividends per share have been approved at the Board Meeting on
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Note 2:

Note 3:

Note 4:

Note 5:

Feb. 24, 2023 yet to be approved at the Shareholders’ Meeting.
Price/earnings ratio = Average closing price of the current year / earnings per
share.

Price/dividend ratio = Average closing price per share of the current year /
cash dividend per share.

Cash dividend yield = Cash dividends per share / average closing price per
share for the current year.

The 2023 Q1 financial information is yet under review by the CPAs, and thus it
is not disclosed.

(6) Dividend policy and implementation status:

1.

2.

Dividend policy set forth in the Articles of Incorporation:

The Company’s market in a steadily growing industry. To be in line with the

Company’s long-term business development, future capital needs, long-term

financial plans, and fulfillment of shareholders’ need for cash inflow, if the

Company has earnings for the year, it distributes the earnings in the following

order:

(1) Pay taxes

(2) Set off accumulated deficits

(3) Appropriate 10% as legal reserve Where such legal reserve amounts to
the total paid-in capital, this shall not apply.

(4) Appropriate or reverse to special reserve as required by the competent
authority.

(5) If there are earnings after (1) - (4), the Company plans its distribution of
retained earnings based on the earning of the year and accumulated
undistributed earnings from the previous year while taking into
consideration the Company’s future business scope expansion and cash
flow requirement. The Company shall appropriate no less than 10% of
the remaining earnings as dividends and bonuses to shareholders,
where total cash dividends shall be between 10% and 100% of the total
amount distributed to the shareholders. The Board shall resolve on the
matter regarding retaining or distribution of share and cash dividends,
and report it at the Shareholders’ Meeting for approval.

The ratio of these stock and cash dividends may be adjusted based on
actual profit and capital of the year upon approval at the Shareholders’
Meeting.

Dividend distribution proposed at the current Shareholders’ Meeting

Dividend distribution proposed: Cash dividend at TWD 2.5 per share, with a

total of TWD 199,998,583.

- 03 -



(7) The influence of the stock dividends proposed at the current Shareholders’
Meeting on the Company’s operating performance and EPS: There is no stock
dividends for the year 2022.

Unit: share/TWD

Item / Year 2022 (Estimate)

Beginning paid-in capital 799,994,330
Distribution |Cash dividends per share 2.50
of share and |Share dividend from capitalization of earnings 0.00
cash Share dividend from capitalization of surplus 0.00
dividends

Operating profit Note

Increase/decrease in operating profit compared to the Note

same period in the previous year
Changes in Income after tax Note
operating Increase/giec_rease in in_come after tax compared to the Note
performance same period in the previous year

Earnings per share (EPS) Note

Increase/decrease in EPS compared to the same period Note

in the previous year

Annualized return on investment (reciprocal of P/E ratio) Note

If all capitalized earnings |Pro forma EPS Note

are distributed as cash Pro forma annualized return Note

dividends on investment
Pro forma _ o Pro forma EPS _ Note
EPS and P/E If surplus is not capitalized Pro_ forma annualized return Note
ratio on investment

If surplus is not capitalized |Pro forma EPS Note

and all capitalized earnings |Pro forma annualized return Note

are distributed as cash on investment

dividends

Note: Pursuant to the “Regulations Governing the Publication of Financial Forecasts of
Public Companies,” the Company is not required to disclose its 2023 financial
forecasts.
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U

(8) Remuneration to employees and Directors

1. Percentages or ranges with respect to employee and Director remuneration
stated the Articles of Incorporation
Shall there be profit for the year after off-setting all accumulated deficits, the
Company may distribute no less than 5% and no more than 15% of the profit
as remuneration to employees and Directors, respectively.

The remuneration to employees shall be distributed in the form of shares or

cash to subsidiary and controlling company employees who meet specific

requirements as determined by the Board of Directors.

Distribution of remuneration to employees and Directors shall be

implemented as approved by the majority of the Directors present at the

Board Meeting attended by over two-thirds of the Directors, and shall be

reported at the Shareholders’ Meeting.

2. The estimate of the Company’s 2022 remuneration to employees and
Directors and are TWD 35,788,734 and TWD 17,894,367, respectively. The
amount is estimated based on the percentage stated in the Articles of
Incorporation based on the profit for the year. The difference between the
actual distribution amount and the estimate is recognized as profit or loss in
the following year.

3. Information on the approval of remuneration distribution:

Approved remuneration distribution at the Board Meeting on Feb 24, 2023:

(1) The Board resolved to distribute cash remuneration of TWD 35,788,734
and TWD 17,894,367 to employees and Directors, respectively. There is
no discrepancy from the recognized amount in the year 2022.

(2) The amount of remuneration to employees paid in the form of stock as a
percentage to the sum of the net income as stated in the individual
financial statements, and the total remunerations to employees. None.

4. Actual distribution of remuneration to employees and Directors in the previous
year (including number of shares, monetary amount and share price)
Approved at the Board Meeting:

(1) Remuneration to employees: TWD 15,803,151, all distributed in the form
of cash.

(2) Remuneration to Directors: TWD 7,901,576, all distributed in the form of
cash.

Actual distribution:

(1) Remuneration to employees: TWD 15,803,151, all distributed in the form
of cash.

(2) Remuneration to Directors: TWD 7,901,576, all distributed in the form of
cash.

(9) Buy back of the Company’s shares by subsidiaries during the most recent two
fiscal years and as of the printing date of the annual report: None.

Corporate Bonds (Incl. Overseas Bonds): None.

Preferred Shares: None.

Global Depository Shares: None.

Employee Stock Options and New Restricted Employee Shares: None.

Issuance of New Shares in Connection with Mergers or Acquisitions or with
Acquisitions of Shares of Other Companies: None.

Implementation of the Company’s Capital Allocation Plans: None.
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1. Business Activities
(1) Business scope

The principal businesses of the Company:

A. Electrical Appliances Manufacturing

B. Lighting Equipment Manufacturing

C. Data Storage and Handling Equipment Manufacturing

D. Wireless Communication Mechanical Equipment Manufacturing

E. Electronics Components Manufacturing

F. International Trade

G. Product Designing

H. Information Software Services

l. All business activities that are not prohibited or restricted by law, except
those that are subject to special approval.

Proportion to total business amount

1.

3.

V. Operation Overview

Proportion to

Main Products Usage of the Company’s Main Products Tgtal
Business
Amount
Used mainly in recreational venues and
. studios, such as pubs, night clubs,
Audio products . . 97.20%
concerts, broadcasts, and music studios,
and also for personal entertainment.

MI music Used mainly in school, conference rooms,
equipment and |theaters, large-scale concerts 0.70%
commercial-use '

systems

Others Raw materials, and miscellaneous 2.10%

Current products
Audio products:

rXC~"IOMMUOD>

Vinyl turntable equipment

Fully automatic turntables

Direct drive turntables

Belt drive turntables

DJ professional traditional turntables
DJ professional mixers

All-in-one DJ system

DJ digital controllers

USB recording system

Wireless transmitting turntables
USB MIDI high-resolution audio interface
Turntable audio amplifier

MI music equipment and commercial-use systems:
A. Professional high-power amplifiers
B. High-power mixers
C. Mixing consoles
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D. Pre-amplifiers
E. Conference system

Other products: Processing and trading of electronic and information
peripheral products and their components.

4. New products planned to be developed:
The Company is an OEM and ODM manufacturer, focusing on the production
of general consumer-use stereo systems and professional stereo systems.
However, due to the revitalization of vinyl records in recent years, pursuit for
high audio quality and downshifting lifestyle, demand for turntables has
skyrocketed, and thus the Company increased its investment in the research
and development of turntables to further its craft and quality, and push toward
high-end market. Moreover, as the technical threshold required for entering
the professional audio market is relatively high, the Company has established
a reputation for professional audio development in the industry through years
of continued investment in research and development. Despite the
competition from competitors and the ever-changing technology and
application, the Company expands its business scope and market share
based on its core R&D ability and insistence in quality.

Our 2023 plan for new product development consists of 2 directions. In terms
of consumer products, we aim to incorporate our continued R&D strengths in
the application of consumer electronics, especially the analog and digital
turntables creating a new look and differentiation from our competitors. In
terms of professional products, we continue to invest more R&D resources
and incorporate application software and wireless transmission to expand the
use of products, maintain our leading position in the industry and extend the
product life.

(1) The development direction of turntables is focused on high-end markets.
Improve the craft and technology of production.

(2) Incorporate application technologies in consumer turntables to meet the
youths’ demand for vinyl turntables.

(3) Integrate professional DJ products with computer software. Offer
portable devices for easier use

(4) Continue to invest in high-power amplifiers and digital mixer system.

(5) Enhance eco-design, and develop practical and cost-competitive
products while complying with energy-saving regulations to meet the
global trend and market demand.

(6) Based on the technology developed over decades, expand our products
to a larger and more comprehensive system framework, spawn new
applications on different levels, and develop new product lines.

(2) Industry overview:

1. Status and development of the industry
The Company is a professional ODM manufacturer in the entertainment
audio industry. We manufacture consumer audio products for personal
audio-visual entertainment and professional DJ audio products. Our main
products include consumer and professional turntables and laser turntables,
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stereo sets, mixers, professional amplifiers and software. Based on the
definition of the Music & Sound Market by Music USA NAMM, the market
includes all sound or music-related products, such as keyboards, digital
instruments, pianos, guitars, organs, percussion instruments, amplifiers,
computer music.

In recent years, audio products are becoming more professional, digital,
and computerized. Thus, most audio companies are actively developing
professional audio products.

As the technology advances, digitalization of electronic products has
become the mainstream in the world. With the rising demand for digitalization
and high sound quality, digital signal processors (DSPs) have become one pf
the most important technology at present. The Company utilizes MP3
decoders and encoders and developed DJ professional laser turntables and
stereo systems that are compatible with MP3 formats. At the same time, the
Company mass-produces USB multi-media controllers that are compatible
with various PC functions. This is a boosting factor to the Company’s revenue,
and we expect that the computerized products and software will become one
of the driving force of the Company’s revenue growth.

In recent years, indebted to the revitalization of vinyl records, rise of the
retro trend, and significant increase in the volume of vinyl record pressing, the
sales of turntables is surging. On top of that, the combination of vinyl records
and wireless transmission technology has further boosted market demand,
and this is expected to be the driving factor of the Company’s revenue growth.

In domestic market, consumer electronic industry is classified into
fourcategories as per the definition given by Industrial Development Bureau,
Ministry of Economic Affairs. The four categories are: stereo products, visual
products, other consumer electronics, and important precision components.
Please see the figure below for details:
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Consumer

electronic
industry
Stereo Visual Other Impqrtgnt
prOdUCtS products consumer precision
electronics components
Surround Sound Digital Video Recorder Electronic Translator D!splays and Parts Thereof
Processors Camcorder Dlgltal TV Player g:gIStaYIO-I;(uener
-3 Digital electronic Home Securit o : ,
I(SA\?D?AUBJJS) ca?nera System Y algltjl Signal Read/Write
: Digital TV Products Related to ea
DAB receiver ; ;
MP3 player HD TV Home Automation OptICS, Lenses and nght
Amplifier Interactive TV System 20“@? Chi
Other related Digital Image Printing Electronic Navigation pemalgzed hipset
product System System 'omage ensor
Video-on-demand Universal Remote ther Precision Parts
System Control
Other Related Projection Display
Products Other Related

Products

2. Association between upstream, midstream,
participants

and downstream

industry

There is a wide range of raw materials used in the upstream of audio

products. These include electronic component-related industries, metal
stamping, plastic raw materials, and packaging industries. The downstream
consists of mainly the major brand manufacturers or audio-visual equipment
manufacturers. Association between the Company’s upstream, midstream,
and downstream industries

Upstream

Midstream

Downstream

Electronics-related
Plastic raw materials
Metal stamping
Packaging

Professional DJ audio
products and general
consumer audio
products
manufacturing

OEM/ODM contractors
Audio-visual
equipment

Development trends of products and competitions
(1) Development trends of products:

Taiwan has a long history of consumer electronic audio products. In
the 50s, Taiwan focused on the assembly of vacuum tube radios, 60s the
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manufacturing of radios, record players and portable recorders, and in
the 70s and 80s, stereo sets, portable stereos, laser stereos, VCR
players, and DVD players. However, Taiwan slowly lost its niche as the
technology matured and labor cost in Taiwan rose. Thus, the
manufacturers took a turn and focused on professional audio products
that have higher added-value, and shifted the production of consumer
stereos to China or Southeast Asia, creating in a division where orders
are received in Taiwan, while mass-production takes place in overseas.
After the 90s, professional and digital audio products became the trend in
the world. Thus, manufacturers actively developed audio products
featuring specific uses. This resulted in a strong potential in the
development of functional professional audio products including
professional DJ laser turntables, electronic music synthesizers, sound
effect processors, mixers, and professional recording equipment.

With the advances of technology, digital multi-media products are
entering its growth stage. The rising of 3C integration and information
appliances is the main factor of the transformation of the audio industry.
Also, the significant growth in vinyl record pressing and revitalization of
vinyl records have further boosted the market demand for turntables. The
strategic plans and promotions for vinyl turntables launched by the major
brands around the world have stimulated strong market demand,
resulting in a small growth in the vinyl turntables which was in its decline
stage. The Company expects that this growth will continue.

The Company is an audio product manufacturer, focusing on
consumer audio products (such as turntables, stereo sets and DVDs)
and professional audio products (DJ Turntables, DJ CDs, DJ Mixers,
DJ controllers, and other professional DJ products). At present, there are
not many manufacturers producing the same products as the Company
around the world, and most competitors are foreign manufacturers.

Apart from us, other domestic audio product manufacturers are
Merry Electronics (speakers and microphones), Meiloon (speakers,
speaker systems and home theater products), Phonic Corporation
(mixers, mixer amplifiers, guitar amplifiers, power amplifiers, signal
processors and speakers) and Yahorng Electronics (traditional turntables,
laser turntables, DJ turntables and DJ controllers).

(2) the Company’s niches:

A. In-house design: We have R&D capability to satisfy the needs for
small-quantity, diverse, and function differentiation.

B. Long-term and stable ODM relation with customers: We maintain
long-term and positive interaction and technology exchanges with
major international brands.

C. Marketing and order receiving: We often participate in international
audio equipment exhibitions. We have a good grip of professional
marketing channels and can negotiate orders with customers.
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D. Shenzhen manufacturing base: In the highly competitive market, we
have moved our production base to Shenzhen to reduce cost.

E. We actively introduce WEEE and RoHS, and is committed to green
production. We have obtained green certification from internationally

renowned companies.

(3)Technology and R&D:

R&D expenses and successfully developed products during the most recent fiscal
year and as of the printing date of the annual report:

Year 2022 As of April 28 2023
ltem
R&D
TWD 103,299 thousand TWD 20,231 thousand
expenses

Successfully
developed
products

(8)

9)

Hi-Fi-level high-end turntables

Fully automatic playback turntables with
wireless transmitting playback function
Professional MIDI controllers integrated
with multiple input and output sound card
connecting to computer software
Professional digital DJ mixers with
built-in sound effects which can be
connected to computers to control MIDI
Professional DJ turntables connected to
MIDI controllers and computers
High-torque direct-drive turntables
Digital vinyl turntable system audio
interface

Professional turntables integrated with
high-resolution audio output recording

Portable digital samplers

3)

Professional digital mixers with
built-in sound effects which can
be connected to computers to
control MIDI

Hi-Fi-level high-end turntables
Bluetooth transmitted turntables

(4) Short and long-term business development plan
Short-term business development plan:

1.

2.

(1) DJ digital multi-media integration systems

(2) Digital mixers
(3) High-end turntables
(4)

Medium-term business development plan:
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(1) Actively integrate music equipment and commercial audio products such
as digital power amplifiers, high-power mixers, and portable
rechargeable power amplifying mixer speaker systems to expand the
market share.

(2) Build open digital music and entertainment creation platform

(3) Improve the craft and technology of production

3. Long-term business development plan:
(1) Continue to invest in the R&D of high value-added products
(2) Expand product lines and develop potential customers
(3) Seek suitable partners and strategic alliance

2. Analysis of the Market as well as Production and Marketing Situation
(1) Market analysis
1. Regions of main product sales:
Unit: TWD thousand

Year 2021 2022

Regions Amount % Amount %
USA 954,064 38.38% 993,667 32.21%
The Netherlands 429,880 17.30% 496,209 16.08%
China 16,993 0.68% 28,961 0.94%
Taiwan 10,899 0.44% 13,651 0.44%
tha?f?gc;f i(r']etfjal) 1,073,811 43.20%| 1,552,703 50.33%
Total 2485647  100.00%|  3,085191] _ 100.00%

Note: Destination countries of our products

2. Overview of supply and demand and project growth
(1) Future supply and demand

Currently, most consumer audio products in the world are
manufactured in Asia, especially in Japan, Korea, Taiwan, Singapore,
Malaysia, and China. Among them, Japan and Korea sell their products
under their own brands, and have built brand awareness in the world.
Noteworthily, among the audio products, vinyl turntables are expected to
revitalize and regain steady growth. As major brands are investing in
R&D again, it is observed that the supply of vinyl turntables will be on the
rise in the next few years. However, Asia will remain the manufacturing
base for turntables.

Professional audio products are mainly manufactured in Asian
countries, such as Japan, Korea, Taiwan, and China. Japan is selling its
products under its own brand, while Taiwan, Korea, and China are mainly
OEMs and ODMs for European, American and Japanese brands. In the
future, China will account for a higher percentage in the manufacturing.

(2) Future market demand

North America is the largest market for consumer electronics in the
world. However, with the rapid economic growth, and higher population
growth rate than Europe and America, East Asia’s buying power and is to
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be reckoned with, and among those countries, China has the most
explosive growth. Currently, Asia, Western Europe, and North America
account jointly for more than 80% of the total global audio product
demand. As China’s economy is growing and foreign capital keeps
flooding in, the buying power of China is significantly boosted. Thus, it is
expected that the audio product market in China will be booming.

Professional electronic products are for professional use, and thus is
less affected by the economy. As the product culture does not take long
to build, and the products are in the growth stage with an upward trend,
these products are deemed a niche in the market. Currently, the main
demands are in Europe and America, accounting for 80-85% of the world
demand, while Asia only 15-20%. Within Asia, Japan has the highest
demand, and China has the most potential to drive huge business
opportunities in Asia with its booming economy. In addition, with the
computerization, and digitalization of professional products targeting
younger consumers, we are expecting a continued growth in professional
audio products in the next few years. On top of that, due to the significant
increase in the volume of vinyl record pressing and the revitalization of
the vinyl record trend, the demand for turntables is surging, and we
expect a booming market in the future.

3. Positive and negative factors for future development
A. Positive factors:

(1) R&D capability, and cooperation with technical institutions or
academic groups to develop new products

(2) Successful horizontal integration, and a growth in revenue is
expected

(3) Technical cooperation with foreign in-house design companies to
develop new products

(4) Self-research and development of key parts to reduce costs.

(5) Vertical integration to reduce processing cost due to outsourcing

(6) Actively strategic plans for China’s domestic sales market as China
adopts an open economic and trade policy.

(7) Created demand for new products, increased value-added services
and expands to new markets through the integrating the products
with computers and the Internet

B. Negative factors

(1) Increase in overall operating cost due to labor shortage and salary
increase in China
**Responses:

Increase level of automation and equipment update to reduce
production costs

(2) Increase in tax expenses due to tax reform in China
**Responses:

Seek nation-level tax incentives for high and new tech enterprise
qualifications

(3) Increase in currency risk due to high percentage of export
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**Responses:

Adopt appropriate hedging measures to mitigate currency risks
(4) Global chip shortage resulting in delays in production
**Responses:
Make production forecasts, place orders for chips and key

components in advance, and strengthen the relationship with
upstream suppliers

(2) Usage and manufacturing processes for the Company’s main products:
1. Usage of the Company’s main products

Main Products Usage of the Company’s Main Products
Used mainly in recreational venues and studios, such as
Audio products pubs, night clubs, concerts, broadcasts, and music

studios, and also for personal entertainment.

MI music equipment Used mainly in school, conference rooms, theaters,
and commercial-use large-scale concerts

systems
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2. Production process:

Manufacturing Processes for the Company’s Main Products

PCBs Electronic
components

L]

!

Automatic plug-ins
l Plastic raw
Surface adhesive mateials
Manual Forming
reinforcement l
ICT automatic Coating
inspection l
Other l Screen
components Adjustment and printina, hot
checking
\4
Assembly
Adjustment

and checking

'

Packaging

'

Finished
product

'

Warehousing
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(3) Situation for the company’s major raw material supply

The raw materials required by the Company include PBCs, electronic
components, punches, and others. As of 2022 the Company did not enter any
long-term agreements with suppliers, but has stable supply relationship with each
supplier. Also, the Company disperse the sources to ensure a smooth supply.

(4) Alist of suppliers/customers accounting for 10 percent or more of the company’s
total procurement/sales amounts in either of the two most recent fiscal years, the
amounts bought from/sold to each, the percentage of total procurement (sales)
accounted for by each, and an explanation of the reason for increases or

decreases in the above figures.

1. The list of any suppliers accounting for 10 percent or more of the company’s
total procurement amount in either of the two most recent fiscal years, the
amounts bought from each, the percentage of total procurement accounted
for by each, and an explanation of the reason for increases or decreases in
the above figures: None.

2. The list of any customers accounting for 10 percent or more of the company’s
total sales amount in either of the two most recent fiscal years, the amounts
sold to each, the percentage of total sales accounted for by each, and an
explanation of the reason for increases or decreases in the above figures:
Name of main customers in the most recent 2 fiscal years
Unit: TWD thousand
2023 as of March 31
2021 2022 (Note 1)
g 8 c g 8 %<8 3
o2 (.8 g €552 |,2
Vo & Do @ o e N 7
Customer | s ount | 8 T8 |2 S | Customer |\ ount | 3 T8 |2 S |Customer|, oint| & 238 |2 S
names ~82 185 names <® s |®@T | names ~oc®s5 |20
X232 s X332 s 322 s
o 5 = g = = K RCR = =
«Q o 0 Q o 0 =.Q o0 0
© 5 = o 5 =5 8 ® 5 5
<] a =l a N} o
1 | Customer D 710,604 29 None | Customer D 765,318 25 None
2 | Customer F 309,605 12 None | Customer C 383,128 12 None
3 | Customer C 283742 11 None | Customer F 334.909 11 None
4 | Customer E 73,061 3 None | Customer A 317,478 10 None N/A
6| Others |4 408635 45 Others 1,284,358 42
Netsales | 5 495647 100 Netsales | 3 g5 194 100
revenue revenue

* Explanation:

1. The increase in sales was mainly due to increased shipments caused by increased demand in the audio market affected by
fluctuations in the financial environment.

Note 1: The financial information as of 2023 Q1 is yet under review by the CPAs, and thus it is not disclosed.
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(5) Production value and volume for the 2 most recent fiscal years:
Unit: TWD thousands / thousand units

Year 2021 2022
roduction Volume
and Value
Main Production| Production| Production| Production| Production| Production
Products Capacity Volume Value Capacity Volume Value
Audio products 1,260 1,192 2,141,083 1,177 1,114 2,486,398

(6) Sales volume and value in the latest two years:
Unit: TWD thousands / thousand units

Year

2021 2022
Sales Volume Domestic sales Overseas sales Domestic sales Overseas sales
and Value
Volume| Value | Volume Value |Volume| Value | Volume Value
Main Products
Audio products - -- 1,155| 2,440,753 -- - 1,116] 3,020,307
Other --| 10,453 -- 34,441 -| 10,136 -- 54,748
Total --| 10,453 1,155| 2,475,194 - 10,136 1,116] 3,075,055

Note: “Other” refers to income including the sales of products, income from sales of raw
materials, commissions income, and rent income.

3. Employee Information:
The percentage distribution of the Group’s employee number, their average years of
service, average age, and education levels during the most recent two fiscal years and
as of the printing date of the annual report

Year 2021 2022 Apr. 28, 2023
Direct employees 708 545 575
Number of Indirect 358 346 341
employees employees
Total 1,066 891 916
Average age 37 40 40
Average seniority 6.7 9 9
Doctoral Degree 0% 0% 0%
Master 2% 2% 2%
0, o) o)
Distribution of S;?!fﬁ? - 12% 14% 14%
educational g 13% 14% 12%
levels school
Senior high 739% 70% 799
school or lower
Total 100% 100% 100%
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4.

Information on Spending on Environmental Protection:

(1) The total amount of loss or penalty incurred due to pollution of environment during
the most recent two fiscal years and as of the printing date of the annual report:
None.

(2) Possible expenditure for future countermeasures: N/A.

Labor Relations:

(1) The information and implementation of the employee benefits, continuing
education, training, retirement system; and implementation of the
labor-management agreements and protection for employees’ rights:

1.

Employee benefit insurance plans:

The insurance plan covers labor insurance, national health insurance,
employee travel, and accident insurance for business trips abroad.

Subsidies to employees:

Subsidies are given out as employee travels, year-end party, weddings,
funerals, celebrations, births, medical treatment, and scholarship for children.
Communication channels:

The Company holds “labor-management meetings” every quarter to serve as
a unilateral and bilateral communication channel for the Company’s
employees, supervisors, and the competent authorities.

Bereavement:

In case of death due to occupational injuries or performance of one’s job, in
addition to the bereavement compensation regulated by the Labor Insurance
Law, the Company offers bereavement or compensation for the employee.
The amount is subject to the Company’s work rules.

Retirement system: Labor Pension Act is enacted on July 1, 2005, and is a
defined contribution plan. The Company’s employee may choose between
pension-related regulations in the Labor Standards Act and the Labor
Pension Act while keeping the seniority of service before the enactment
thereof. For employees under the Labor Standards Act, the Company
appropriates, in accordance with the Labor Standards Act, 3.5% of their total
salary to their retirement special account at Bank of Taiwan. For employees
under the “Labor Pension Act”, the Company appropriates 6% of their
monthly salary.

For employees of subsidiaries in Hong Kong and China, the Company
appropriates a certain percentage of the employees’ salary or amounts based
on their age in accordance with local governmental pension system. The
pensions of all employees are managed by the government. Other than the
monthly contributions, the subsidiaries have no further obligations.

The Group recognized pension cost of TWD24,122 thousand for the year
2022 in accordance with regulations regarding pensions.

Continuing training of employees:

The Company has comprehensive and detailed employee training regulations,
and requires its employees to participate in internal or external training
courses based on their duties and expertise when necessary to enhance their
ability and improve their overall competency. The 2022 continuing training
courses are as follows:

Total

Category

Number of
courses

participants
(persons)

Total training
hours (hr)

Total cost
(TWD)

Professional
training

30

40

391

107,113
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Behavior and ethical conducts of employees: The Company’s organizes

regular training courses and corporate ethics advocacy.

Work environment and employee safety protection measures:

(1) The Company has a Labor Safety Office and assigned dedicated
personnel for company environment and occupational health and safety.
The Occupational Health and Safety Committee Meeting is held every
three months to discuss about matters regarding occupational health and
safety, law compliance, and the implementation of occupational health
and safety.

(2) Identification and evaluation of workplace environment and workplace
hazards:

a. Chemicals: The Company implements Chemical Control Banding
(CCB) management for hazardous chemicals, and sets up
transparent glass walls to allow monitoring from outside in
emergencies. The Company also provides respirator masks and
organic solvent resistant gloves for employees in the spray booth,
and educates them on correct using and maintenance. The amounts
of organic solvents stored on-site do not exceed the amounts used
for one day. In addition, the Company installs explosion-proof
appliances, and local ventilators in the spray booths and makes
improvements to the ventilation equipment at all workplaces.

b. The warehouse for centralized storage of organic solvents is
managed by dedicated personnel. The organic solvents are sealed
and placed on stainless steel platforms in case there is a leakage in
the iron container. The warehouse is always locked and is only
accessible to warehouse staff.

c. To prevent fire hazards, smoking, and working with open fire are
prohibited in the working area. In addition, the area is equipped with
fire extinguishers.

d. To prevent fires hazards, the Company places emergency escape
maps at the entrances, puts up information for chemical usage in the
guard room, prepares protective equipment and first-aid kits, and
inspects them every month to ensure sufficient emergency response
resources.

e. Noise: The Company implements noise monitoring measures,
provides operators with earplugs and educates them on correct
wearing and maintenance.

d. Central air-conditioning equipment: CO2 hazard is prevented
through regularly replacing filters of the central air-conditioning
equipment, and growing green plants in indoor offices to improve
ventilation.

For the above matters, the Company has signed a contract to hire legally

compliant environment testing companies to carry out tests every six

months. In the past three years, the Company’s monitoring results for
organic chemicals have been reported to be first-level management, and
all measurement items are compliant with laws and regulations.

(3) The Company has established its fire prevention managers, and hires
qualified fire agencies to conduct lessons and fire drills at the factory,

(4) The Company has grade B waste handling and disposal managers to
handle the disposal and filing of industrial wastes generated from its
operating activities.

(5) The Company carries out health examination biannually for all active
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employees. For employees with abnormal findings, the Company keeps

a list and provides treatments recommended by the on-site doctors and

nurses and keeps track of the subsequent treatments.

The Company’s regulations stipulate that all employees, and personnel

related to occupational health and safety must attend occupational health

and safety training courses. Commissioners shall be informed of the
workplace hazard and attend training courses.

Implementation results of the 2022 occupational safety measures:

a. Number of occupational: 1. Aluminum shavings from the aluminum
cleaning plate flew into the eye of an employee, causing
inflammation of the left eye. The Company has formulated
prevention measures, and strictly requires operators to wear
goggles and has set up standard operating procedures.

b. Sexual harassment complaint: 0.

c. Total health and safety training hours: 1,408 hours

The Shenzhen factory undergoes BSCI verification every year which

covers the following 13 items: Cascade reactions, worker participation

and protection, freedom of association, collective agreement, no
discrimination, fair pay, reasonable working hours, occupational health
and safety, no child labor, young worker protection, job security, no
forced labor, environmental protection, and ethical business conducts.

The result of comprehensive evaluation is satisfactory, and meets the

international standards.

To implement the health promotion of health management of employees,

raise the awareness of health and safety, and minimize occupational

accidents, the Company hires specialized labor health medical personnel
to provide health care services at the factories in accordance with the

Regulations of the Labor Health Protection. The Company also improves

the workplace environment in various aspects including ergonomic

hazards, prevention against diseases incurred from abnormal workload,
prevention against illegal conducts in the performance of duties,
maternal health protection at workplace.

Frequency of on-site medical service:

Nurse: 4 times a month, 2 hours per session

Doctor: Once per quarter, 2 hours per session

(10) COVID-19 prevention measures:

a. Make rolling updates on its preventive measures based on the
information released by the Central Epidemic Command Center.

b. Keep reports and management records (including self-isolation,

home quarantine, and self-health monitoring) of employees who had

fever, respiratory infection or infection risks. Do survey on contact

history of family members.

Advocate COVID-19-related health and safety notices.

Take temperature before entering the factory. If the forehead

temperature exceeds 37.5°C, that person is required to wear a mask

and seek medical treatment immediately. He is forbidden to take

public transportation to see a doctor. The employees are also

required to report the result of the medical treatment to the General

Affairs Unit immediately, and the supervisors of the unit shall care

and track the employee’s physical health.

e. Vendors and visitors (including couriers, logistics and delivery) are
required to take forehead temperatures, wear masks at all times and

oo
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wash their hands. If the temperature exceeds 37.5°C, they are
prohibited from entering the factory.

f.  Business trips abroad are suspended and replaced by online
meeting. The Company pays attention to the physical health of
employees based outside the factory and provide necessary help
when needed.

g. Employees are prohibited from non-essential travel overseas,
masks shall be worn at all times in crowded places, and be listed
with the General Affairs Unit if found to be in contact with positive
cases.

h. The Company regularly disinfect the factory area, such as daily
disinfection of elevator buttons with alcohol, and regular cleaning of
air conditioning filters, etc.

i.  The Company stores spare equipment such as medical masks,
alcohol for disinfection, and forehead thermometers.

j-  All meetings have alternative seating, and employees are not
allowed to dine in the factory canteen.

9. Friendly workplace:

(1) The Company has a nursing room for female employees to breastfeed
the babies. Also, the Company also signed contracts with nearby
kindergartens to provide childcare services for employees.

(2) 66% of the Company’s employees are middle-aged. Currently, the
Company includes middle-aged employees with abnormalities in the
health examinations into the care list. In addition, the Company provides
senior-friendly workplace environment:

a. The Company uses natural lighting, and keeps the passages, floors,
and steps in the workplace dry, clean and unblocked.

b. Elevators (2 visitor elevators and 4 freight elevators in the 5-story
production building).

c. Water fountains: Abundance of water fountains for easy access.

d. Toilets: There are squatting and sitting toilets in all factory areas.

e. Speed bumps on roads to ensure safety of pedestrians walking in
the factory areas.

f.  Assistive equipment is installed at all areas with more than 1.5 min
floor height difference.

. Lounges for employees.
10. Fulfillment of social responsibility:

(1) The Company spares no effort in social welfare. It reaches out to the
disadvantages, and major disasters every year and calls on all
employees to contribute to the society when needed.

(2) The Company has dedicated environmental management personnel,
responsible for trash separation, environmental protection and recycling.

These benefit plans have been in place for years, and are carried out in
accordance with the Company’s internal control system and relevant laws and
regulations.

Losses incurred due to labor relation disputes during the most recent two fiscal
years and as of the printing date of the annual report: None.

Estimated monetary amount and countermeasures for potential
labor-management dispute in the future and at present:
Since the Company’s establishment more than five decades ago, the human
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resource units have dedicated personnel responsible for the matters including
remuneration, promotion, awards, penalties, and performance evaluations which
governs the employees’ rights and obligations. From thesebenefit measures, it is
obvious that the Company emphasizes the welfare of its employees. The
employees can express their voices and opinions to their supervisors and
labor-management committee representatives via email or telephone. To further
facilitate a smooth communication, the Company regularly holds labor relation
meetings. In addition, the Welfare Committee spares no effort for the promotion of
all benefit measures to care for the employees and facilitate labor-management
communication.

6. Cyber Security Management:
(1) Cyber security risk management framework:
The Company has a Cyber Security Management Department responsible for
cyber security. The Company has set up 1 supervisor and 1 professional cyber
security to oversee the formulation, promotion and implementation of cyber
security policies and report the status to the Audit Committee on a regular basis.

The Company’s Audit Department is responsible for the audit work of cyber
security risks. The Audit Department has 1 Chief Auditor and several audit
personnel overseeing internal cyber security. In accordance with the “Regulations
Governing Establishment of Internal Control Systems by Public Companies”, the
Company incorporates “Control of Cyber Security Inspection” into its annual audit
plan and carries out audit work accordingly. When deficiencies are found, the
responsible units are required to propose a concrete improvement plan
immediately, and the Company will carry out regular follow-ups on the
improvements to decrease internal information security risks.

The Company adopts the Plan-Do-Check-Act (PDCA) cycle in its management to
ensure the achievement of goals and continued improvements.

Cyber Security Management Promotion and Execution
4 Formulate cyber security 4 Advocate and organize
policies training courses of cyber

security
Introduction of cyber

€ Formulate cyber security
operating procedures _«

-

Risk Improvements

€ Improve internal
operating procedures

€ Introduce external
solutions

Risk Assessment

€ Cyber security
assessment
mechanism

(2) Cyber security policy:
The Company’s cyber security management mechanism includes the following
three dimensions:
1.  Rules: The Company has formulated the “Rules Governing Information
Management” to govern the employees behavior regarding cyber security.
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The Company inspects the compliance of its rules with the laws and changes
in the operating environment and make necessary adjustments when
needed.

2. Establishment of cyber protection: To protect the Company from external
cyber treats, the Company adopts a multi-layer network architecture design,
and various cyber security protection systems to enhance the security of the
overall information environment.

3. Cyber security awareness among the employees: To reduce the impact of
human-induced factors on cyber security, the information department holds
training courses and advocacies regarding cyber security to enhance relevant
knowledge and awareness among all employees.

(8) Cyber security management measures:

The Company’s cyber security management measures includes the followings:
Cyber security management measures

Types Explanation Related Operations
Access Employee accounts, access | 3¥ Management and review of
Management | management, and employee accounts and
management measures for access
system operations % Inspection of employee
access
Access Employees’ access to % Internal / External access
Control internal and external control measures
systems, and control % Information leakage and
measures for information control measures
transmission channels.
External Potential weakness of the s« Weakness inspection for
threats internal system, virus attacks servers and computers, and
and protection update measures

*< Virus protection and vicious
program detection

System Availability of systems, and & Monitoring and report
Availability response measures during mechanism for the availability
service interruption of system and network

*< Responses to service
interruptions

< Data back-up measures

%% Regular disaster drills

(4) Information risk prevention measures:
The system backs up locally every day and every week and remotely on a regular
basis. Every year, the Company carries out system information recovery drills to
ensure normal operation and security of information system to reduce risks of
data loss due to unexpected hazard and human errors.

In case of cyber security incidents which cause a system fail or a low system

efficiency, the information unit shall form a cyber security response team
consisting of all relevant units to handle such matter.
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Because cyber security insurance is a new insurance, that claims inspection
agencies are not yet matured, and that insurance coverage is not applicable for all
cyber security incidents, the Company has not yet taken out any cyber security
insurance policies. In the absence of cyber security insurance, to minimize
damage caused by cyber security incidents, the Company has built an alarm
system to inform the system management personnel to adopt effective protective
measures when certain cyber security incidents occur. This can prevent damage
due to human errors.

(5) Maijor cyber security incidents
In 2022 and as of the printing date of the annual report, the Company did not
suffer from major cyber attract or incidents and there is no major risk or impact on
its operation.

Supply/Distribution Contracts, Technical Cooperation Contracts,
Engineering/Construction Contracts, Long-Term Loan Contracts, and Other Contracts
that would Affect Shareholders’ equity that are Still Effective as of the Printing Date of
the Annual Report: None.
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VI.

Financial Information

1. Condensed Balance Sheet, Statement of Comprehensive Income and Name of CPA
and their Audit Opinion for the Past Five Years

(1)

Condensed Balance Sheet and Statement of Comprehensive Income

Condensed Balance Sheet (Consolidated)

Unit: TWD thousand

Year Financial Analyses for the Past Five Fiscal Years (Note 1)| . Financial
information as
of March 31,
torm 2018 | 2019 | 2020 2021 2022 | 2023(Note 3)
Current Assets 2,342,372(2,314,513| 2,598,704| 3,370,657| 2,644,124
Property, Plant, and 436,686 422,741 400,278 387,192 369,345
Equipment
Intangible Assets 3,449 1,738 569 262 128
Other Assets 241,426| 335,343 346,040 330,354 291,157
Total Assets 3,023,933(3,074,335| 3,345,591| 4,088,465| 3,304,754
Before 714,899 701,881 972,971 1,696,647 661,460
Current | Distribution
Liabilities After 914,898 885,880| 1,092,970| 1,792,646 661,460
Distribution
Non-current Liabilities | 266,139 276,174| 288,812 299,923 308,802
Before 981,038 978,055| 1,261,783 1,996,570 970,262
Total Distribution
Liabilities After 1,181,037|1,162,054| 1,381,782 2,092,569 970,262
Distribution
Equity Attributable to 1, 451 35915 170 489| 2,060,411| 2,070,405 2,334.492]  N/A
Owners of Parent
Issued Capital 799,994 799,994| 799,994 799,994 799,994
Additional paid-in 33,630 33,648 33,665 33,719 33,826
capital
Before 1,239,550(1,321,784| 1,317,744 1,340,976 1,559,466
Retained | Distribution
Earnings After 1,039,551|1,137,785| 1,197,745 1,244,977| 1,559,466
Distribution
Other Equity -51,852| -82,937 -90,992 -104,284 -58,794
Treasury Stock — — — — —
Non-Controlling 21,573 23,791| 23,397 21,490 —
Interests
fotal . Before 1, 45 895|2,096,280| 2,083,808 2,091,895 2,334,492
Equity | Distribution
. A.ﬂer. 1,842,896|1,912,281| 1,963,809 1,995,896 2,334,492
Distribution

Note 1: The above financial information of each year was audited by the CPA.
Note 2: The 2022 profit distribution has not been approved at the shareholders’ meeting.
Note 3: The financial information as of 2023 Q1 is yet under review by the CPAs, and thus it is

not disclosed.

Condensed Statement of Comprehensive Income (Consolidated)
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Unit: TWD thousand

Year

Item

Financial Analyses for the Past Five Fiscal Years (Note 1)

2018

2019

2020

2021

2022

Financial

information as

of March 31,

2023 (Note 2)

Revenue

2,632,421

2,537,770

1,937,736

2,485,647

3,085,191

Gross Profit

614,312

600,703

433,190

418,408

635,238

Operating Income

294,255

279,450

176,975

157,620

312,279

Non-operating
Income and
Expenses

110,686

86,059

57,283

41,389

106,450

Profit Before Tax

404,941

365,509

234,258

199,009

418,729

Profit from
Continuing
Operations

294,675

282,743

182,405

142,031

307,428

Loss from
Discontinued
Operations

Profit/Loss

294,675

282,743

182,405

142,031

307,428

Other
Comprehensive
Income

-96

-29,377

-10,895

-13,999

52,005

Total
Comprehensive
Income

294,579

253,366

171,510

128,032

359,433

Profit Attributable to
Owners of Parent

291,958

279,920

181,579

143,295

308,685

Profit Attributable to
Non-Controlling
Interest

2,717

2,823

826

-1,264

-1,257

Comprehensive
Income Attributable
to Owners of Parent

291,223

251,148

171,904

129,939

359,979

Comprehensive
Income Attributable
to Non-Controlling

Interest

3,356

2,218

-394

-1,907

-546

Earnings Per Share
(Note 3)

3.65

3.50

2.27

1.79

3.86

N/A

Note 1: The above financial information of each year was audited by the CPA.
Note 2: The financial information as of 2023 Q1 is yet under review by the CPAs, and thus it is

not disclosed.

Note 3: After retrospective adjustment
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Condensed Balance Sheet (Parent Only)
Unit: TWD thousand

Year|kinancial Analyses for the Past Five Fiscal Years (Note 1)|Financial
information as
of March 31,
ltem 2018 2019 2020 2021 2022 2023 (Note 3)
Current assets 1,213,651| 1,452,511| 1,575,516| 1,834,840/ 1,365,971
Property, Plant, and 305,412| 304,827 295,584| 286,167 276,102
Equipment
Intangible Assets 3,449 1,738 569 262 128
Other Assets 1,403,932/ 1,517,403| 1,512,594| 1,562,312| 1,584,367
Total Assets 2,926,444|3,276,479| 3,384,263| 3,683,581| 3,226,568
Before 695,203, 988,099| 1,097,373| 1,383,016 660,710
Current | Distribution
Liabilities After 895,202/1,172,098| 1,217,372| 1,479,015 660,710
Distribution
Non-current 209,919 215,891 226,479 230,160 231,366
Liabilities
Before 905,122/1,203,990| 1,323,852 1,613,176 892,076
Total Distribution
Liabilities After 1,105,121|1,387,989| 1,443,851 1,709,175 892,076
Distribution
Equity Attributable to 1, 54 39515 072 489 2,060,411| 2,070,405 2,334,492  N/A
Owners of Parent
Issued Capital 799,994| 799,994| 799,994| 799,994 799,994
Additional paid-in 33,630 33,648 33,665 33,719 33,826
capital
Before |1,239,550(1,321,784| 1,317,744| 1,340,976/ 1,559,466
Retained | Distribution
Earnings After 1,039,551 1,137,785| 1,197,745| 1,244,977 1,559,466
Distribution
Other Equity -51,852| -82,937 -90,992| -104,284 -58,794
Treasury Stock — — — — —
Non-Controlling B B o o B
Interests
Total | Before 1, (51 35512072,489| 2,060,411| 2,070,405 2,334,492
Equity | Distribution
After 14 851,323| 1,888,490, 1,940,412| 1,974,406 2,334,492
Distribution

Note 1: The above financial information of each year was audited by the CPA.
Note 2: The 2022 profit distribution has not been approved at the shareholders’ meeting.
Note 3: The Company did not prepare parent only financial report for 2023 Q1.
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Condensed Statement of Comprehensive Income (Parent Only)
Unit: TWD thousand

Year

ltem

Financial Analyses for the Past Five Fiscal Years (Note 1)

2018

2019

2020

2021

2022

Financial
information as
of March 31,
2023 (Note 2)

Revenue

2,435,13
2

2,391,163

1,834,973

2,366,287

3,016,265

Gross Profit

336,651

395,684

296,097

262,279

482,405

Operating Income

150,687

202,353

147,593

122,681

274,036

Non-operating
Income and
Expenses

222,528

137,985

66,684

51,279

119,691

Profit Before Tax

373,215

340,338

214,277

173,960

393,727

Profit from
Continuing
Operations

291,958

279,920

181,579

143,295

308,685

Loss from
Discontinued
Operations

Profit/Loss

291,958

279,920

181,579

143,295

308,685

Other
Comprehensive
Income

-735

-28,772

-9,675

-13,356

51,294

Total
Comprehensive
Income

291,223

251,148

171,904

129,939

359,979

Profit Attributable to
Owners of Parent

291,958

279,920

181,579

143,295

308,685

Profit Attributable to
Non-Controlling
Interest

Comprehensive
Income Attributable
to Owners of Parent

291,223

251,148

171,904

129,939

359,979

Comprehensive
Income Attributable
to Non-Controlling

Interest

Earnings Per Share
(Note 3)

3.65

3.50

2.27

1.79

3.86

N/A

Note 1: The above financial information of each year was audited by the CPA.
Note 2: The Company did not prepare parent only financial report for 2023 Q1.
Note 3: After retrospective adjustment
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(2) Names and opinions of CPAs over the past five years, and their audit opinions
(consolidated)

Year Accounting firm Auditor Audit Opinion
2018 PricewaterhouseCoopers | Tzu-Meng Liu, Tzu-Yu Lin Unqualified
2019 PricewaterhouseCoopers | Tzu-Meng Liu, Tzu-Yu Lin Unqualified
2020 PricewaterhouseCoopers |Tzu-Meng Liu, Chung-Yu Tien Unqualified
2021 PricewaterhouseCoopers |Chung-Yu Tien, Tzu-Meng Liu Unqualified
2022 PricewaterhouseCoopers |Chung-Yu Tien, Tzu-Meng Liu Unqualified

- 119 -




2. Financial Analysis for the Past Five Years
Financial Position Analysis (Consolidated)

Year Financial Analysis of the Past Five Financial
Years (Note 1) Analysis of
it f Ivsi March 31,
ems of analysis 2018 | 2019 | 2020 | 2021 | 2022 |2023 (Note 2)
Debt to assets ratio 32.44| 31.81| 37.71| 48.83| 29.36
o
3 £ 3 |Long-Term Capital to
= c é. Property, Plant and 528.76|561.21|592.74/617.73| 715.67
® = Equipment Ratio
. |Current Ratio 327.65|329.76| 267.09| 198.67| 399.74
< g Quick Ratio 224.76| 291.93| 222.92| 155.09| 320.09
=~ |Interest Coverage 44.57| 324.46| 80.76| 51.82| 86.39
Accounts Receivable 8.99 7.84 625 7.44| 10.69
Turnover (times)
Average Collection Period 40.60! 4655 58.40 49.05 34.14
Q (days) : : : . .
g Inventory Turnover (times) | 6.41| 6.58| 4.62| 3.74] 4.00
g  [Accounts Payable 550 6.20| 5.14| 4.86 6.33
- Turnover (times)
[©)
3 |Average Inventory 56.94| 55.47| 79.00| 97.59 91.25
3 Turnover Period (days)
g Property, Plant and
8  |Equipment Turnover 6.000 591 471 631 816 NA
(times)
Total Assets Turnover 0.78| 0.83 0.0/ 067 083
(times)
Return on Assets (%) 8.99] 930 5.76] 391 8.42
LY Return on Equity (%) 1495 13.66] 8.73] 6.80| 13.89
(@]
= Ratio of Pre-tax Profit to
3y 50.62| 45.69| 29.28| 24.88| 52.34
S |Paid-in Capital (%)
< |Net Margin (%) 11.19| 11.14| 9.41| 571 9.96
Earnings per Share (TWD) 3.65| 3.50] 227 1.79| 3.86
o Cash Flow Ratio (%) 25.01| 33.78| 34.59| (3.33) 74.16
S ,
o |CashFlowAdequacy Ratio| |5 14] 135 65/ 125.78| 61.50| 80.45
2 1%
9] Cash Flow Reinvestment
= 0.95| 1.29] 5.27| (6.04) 12.28
Ratio (%) ( )
=
% Operating leverage 1.14] 1.21) 1.23] 1.24] 1.15
c% Financial leverage 1.03] 1.00] 1.02| 1.03] 1.02

Note 1: The above financial information of each year was audited by the CPA.
Note 2: The financial information as of 2023 Q1 is yet under review by the CPAs, and thus it
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is not disclosed.

Reasons for changes in the financial ratios in the most recent two years:

(1) Ratio of debt to assets: It was mainly due to the decrease in liabilities in the
current period.

(2) Flow ratio: It was mainly due to the decrease in borrowings in liabilities in the
current period.

(3) Quick ratio: Due to the reason described in (2) above.

(4) Interest protection multiple: It was mainly due to the increase in revenue in the
current period, resulting in the increase in profit in the current period and the
increase in net profit before tax compared with the previous period.

(5) Accounts receivable turnover: It was mainly due to the increase in revenue in the
current period.

(6) Average collection period (days): Due to the reason described in (5) above, the
average collection period (days) was decreased compared with the previous
period.

(7) Accounts payable turnover: It was mainly due to the increase in revenue in the
current period and cost of sales compared with the previous period.

(8) Property, plant and equipment turnover: As described in (5) above, due to the
increase in net sales in the current period compared with the previous period.

(9) Total assets turnover: As described in (5) above, due to the increase in net sales
in the current period compared with the previous period.

(10)Return on assets: It was mainly due to the increase in revenue in the current
period, resulting in the increase in profit in the current period and the increase in
net profit after tax compared with the previous period.

(11)Return on equity: As described in (10) above, due to increase in net profits after
tax in the current period compared with the previous period.

(12)Ratio of net profit before tax to paid-in capital: As described in (10) above, due to
increase in net profits after tax in the current period compared with the previous
period.

(13)Net profit rate: As described in (10) above, due to increase in net profits after tax
in the current period compared with the previous period.

(14)Earnings per share: As described in (10) above, due to increase in net profits after
tax in the current period compared with the previous period.

(15)Cash flow ratio: It was mainly due to the increase in profit in the current period, the
increase in net cash inflow from operating activities compared with the previous
period and the decrease in borrowings in liabilities in the current period.

(16) Cash flow adequacy ratio: Due to the increase in net cash flow from operating
activities in the recent five years compared with the previous period, cash flow
adequacy ratio increased compared with the previous period.

(17)Cash reinvestment ratio: Due to the reason described in (15) above, the assets of
reinvestment increased compared with the previous year.

Calculation:
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Financial structure:

(1) Debt to assets ratio = total liabilities / total assets

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

Liquidity:

(1) Current ratio = current assets / current liabilities

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

(3) Interest coverage = earnings before interest and taxes / interest expenses

Operating performance:

(1) Accounts receivable turnover (including accounts receivable and notes
receivable arising from business activities) = net sales revenue / balance of
average accounts receivable in each period (including accounts receivable
and notes receivable arising from business activities)

(2) Average collection days = 365 / accounts receivable turnover

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

(4) Accounts payable turnover rate (including accounts payable and notes
payable arising from business activities) = cost of sales / balance of average
accounts payable in each period (including accounts payable and notes
payable arising from business activities)

(5) Average inventory turnover days = 365 / inventory turnover

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

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

Profitability:

(1) Return on assets = [net income + interest expensesx(1- effective tax rate)]/
average total assets

(2) Return on equity = net income / average total equity

(3) Net margin = net income / net sales revenue

(4) Earnings per Share = (income attributable to owners of parent - preferred
shares) / weighted average number of shares issued

Cash flow:

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

(2) Cash flow adequacy ratio = net cash flow from operating activities for the
most recent five years / (capital expenditures + inventory increment + cash
dividends) for the most recent five years

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

Leverage:

(1) Operating leverage = (net operating revenue - variable operating costs and
expenses) / operating income

(2) Financial leverage = operating income / (operating income - interest
expenses)
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Financial Analysis (Parent Only)

Financial Analysis of the Past Five Years | Financial
Y (Note 1) Analysis as
ear
Items of analysis of March
y 2018 | 2019 | 2020 | 2021 2022 | 31,2023
(Note 2)
2 %ﬂ Debt to assets ratio 30.93| 36.75] 39.12| 43.79] 27.65
X85
N C O .
= & |Long-Term Capital to Property,
Q
o2 Plant and Equipment Ratio 730.57| 750.71| 773.69| 803.92| 929.32
— |Current Ratio 174.58| 147.00| 143.57| 132.67| 206.74
£ & |Quick Ratio 130.29| 144.51| 138.50| 127.03| 198.08
<
Interest Coverage 41.15| 302.99| 74.31| 45.59] 81.45
o ﬁicrgg;‘)“ts Receivable Turnover 765 681 538 625 9.60
8 Average Collection Period (days) 47.71] 53.59] 67.84] 58.40f 38.02
% Inventory Turnover (times) 100.52] 94.67| 46.61| 36.44] 43.92
«_:U Apcounts Payable Turnover 6.17 6.37 8.59 959 8.54
B (times)
3,
o  [Average Inventory Turover 363 385 7.83 1001 831
3  |Period (days) N/A
m .
3 |Property, Plant and Equipment 8.03 7.84 611 814 1073
o Turnover (times)
Total Assets Turnover (times) 0.76 0.77 0.55 0.67 0.87
Return on Assets (%) 9.34 9.05 5.52 4.14 9.05
-30 Return on Equity (%) 14.96] 13.68 8.79 6.94] 14.02
=  |Ratio of Pre-tax Profit to Paid-in
ngJ: Capital (%) 46.65| 4254| 26.78| 21.75] 49.22
< Net Margin (%) 11.99] 11.71 9.90 6.06| 10.23
Earnings per Share (TWD) 3.65 3.50 2.27 1.79 3.86
0o |Cash Flow Ratio (%) 28.54| 37.92] 10.97 8.36| 90.86
Q
S |Cash Flow Adequacy Ratio (%) 125.17| 133.70| 120.13] 80.00| 163.85
6 . .
g g/i‘;“’h Flow Reinvestment Ratio 196 7.8 (2.61) (0.18) 18.41
5 Operating leverage 1.13 1.19 1.14 1.14 1.09
[¢)
% Financial leverage 1.07 1.01 1.02 1.03 1.02

Note 1: The above financial information of each year was audited by the CPA.
Note 2: The Company did not prepare parent only financial report for 2023 Q1.
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Reasons for changes in the financial ratios in the most recent two years:

(1) Ratio of debt to assets: It was mainly due to the decrease in liabilities in the current
period.

(2) Current ratio: It was mainly due to the decrease in borrowings in liabilities in the
current period.

(3) Quick ratio: Due to the reason described in (2) above.

(4) Interest protection multiple: It was mainly due to the increase in revenue in the
current period, resulting in the increase in profit in the current period and the
increase in net profit before tax compared with the previous period.

(5) Accounts receivable turnover: It was mainly due to the increase in revenue in the
current period.

(6) Average collection period (days): Due to the reason described in (5) above, the
average collection period (days) was decreased compared with the previous
period.

(7) Inventory turnover rate: This is mainly due to the increase in revenue in the current
period and cost of goods sold compared to the previous period.

(8) Property, plant and equipment turnover: As described in (5) above, due to the
increase in net sales in the current period compared with the previous period.

(9) Total assets turnover: As described in (5) above, due to the increase in net sales in
the current period compared with the previous period.

(10) Return on assets: It was mainly due to the increase in revenue in the current
period, resulting in the increase in profit in the current period and the increase in net
profit after tax compared with the previous period.

(11) Return on equity: As described in (10) above, due to increase in net profits after tax
in the current period compared with the previous period.

(12) Ratio of net profit before tax to paid-in capital: As described in (10) above, due to
increase in net profits after tax in the current period compared with the previous
period.

(13) Net profit rate: As described in (10) above, due to increase in net profits after tax in
the current period compared with the previous period.

(14) Earnings per share: As described in (10) above, due to increase in net profits after
tax in the current period compared with the previous period.

(15) Cash flow ratio: It was mainly due to the increase in profit in the current period, the
increase in net cash inflow from operating activities compared with the previous
period and the decrease in borrowings in liabilities in the current period.

(16) Cash flow adequacy ratio: Due to the increase in net cash flow from operating
activities in the recent five years compared with the previous period, cash flow
adequacy ratio increased compared with the previous period.

(17) Cash reinvestment ratio: Due to the reason described in (15) above, the assets of
reinvestment increased compared with the previous year.

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

(1) Current ratio = current assets / current liabilities

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

(3) Interest coverage = earnings before interest and taxes / interest expenses

3. Operating performance:

(1) Accounts receivable turnover (including accounts receivable and notes
receivable arising from business activities) = net sales revenue / balance of
average accounts receivable in each period (including accounts receivable
and notes receivable arising from business activities)

(2) Average collection days = 365 / accounts receivable turnover

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

(4) Accounts payable turnover rate (including accounts payable and notes
payable arising from business activities) = cost of sales / balance of
average accounts payable in each period (including accounts payable and
notes payable arising from business activities)

(5) Average inventory turnover days = 365 / inventory turnover

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

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

4. Profitability:

(1) Return on assets = [net income + interest expensesx(1- effective tax
rate)]/ average total assets

(2) Return on equity = net income / average total equity

(3) Net margin = net income / net sales revenue

(4) Earnings per Share = (income attributable to owners of parent - preferred
shares) / weighted average number of shares issued

5. Cash flow:

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

(2) Cash flow adequacy ratio = net cash flow from operating activities for the
most recent five years / (capital expenditures + inventory increment + cash
dividends) for the most recent five years

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

6. Leverage:

(1) Operating leverage = (net operating revenue - variable operating costs and
expenses) / operating income

(2) Financial leverage = operating income / (operating income - interest
expenses)

Audit Committee’s Report for the Most Recent Fiscal Year’s Financial Statement:
Please see p.140.

Financial Statements for the Most Recent Fiscal Year (including an auditor’s report
prepared by a Certified Public Accountant, and 2-year comparative balance sheet,
statement of comprehensive income, statement of changes in equity, cash flow chart,
and any related footnotes or attached appendices): Please see p.141 to 212.
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Most Recent Parent Company’s Individual Financial Statements Audited by CPAs (but
not including the statements of major accounting items): Please see p.213 to 277.

The Company or its Affiliates Have not Encountered Matters of Financial Difficulties
During the Most Recent Fiscal Year or as of the Printing Date of the Annual Report.
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VIl. Review and Analysis of the Company’s Financial Position and Financial
Performance, and Listing of Risk Management

1. Review and Analysis Table of the Company’s Financial Position
(1) Financial position analysis

Unit: TWD thousand

Year Difference

Item 2022 2021 Amount %
Current Assets 2,644,124 3,370,657 -726,533 -21.55
Property, Plant, and 369,345 387,192 -17,847 -4.61
Equipment

Other Assets 291,157 330,354 -39,197 -11.87
Total Assets 3,304,754 4,088,465 -783,711 -19.17
Current Liabilities 661,460 1,696,647 -1,035,187 -61.01
Non-current Liabilities 308,802 299,923 8,879 2.96
Total Liabilities 970,262 1,996,570 -1,026,308 -51.40
Issued Capital 799,994 799,994 0 0.00
Additional paid-in capital 33,826 33,719 107 0.32
Retained Earnings 1,559,466 1,340,976 218,490 16.29
Total Equity 2,334,492 2,091,895 242,597 11.60

Note 1: The reasons, impacts, and responses to the major changes in the Company’s

assets, liabilities, and equity in the most recent 2 years:

(1) Current assets: It was mainly due to the fact that callable bonds were held in
the previous period and they were bought back in the current period.
(2) Current liabilities: It was mainly due to the decrease in borrowings in the

current period.

(3) Total liabilities: Due to the reason described in (2) above.
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2. Review and Analysis Table of the Company’s Financial Performance
(1) Financial performance analysis

Unit: TWD thousand

vear 2022 2021 Difference %
ltem
Revenue 3,085,191 2,485,647 599,544 2412
Operating Costs 2,449,953 2,067,239 382,714 18.51
Gross Profit 635,238 418,408 216,830 51.82
Operating Expenses 322,959 260,788 62,171 23.84
Operating Income 312,279 157,620 154,659 98.12
Non-operating Income 106,450 41,389 65,061 15719
and Expenses '
Profit before tax 418,729 199,009 219,720 110.41
Income tax 111,301 56,978 54,323 95.34
expense/income
Profit/Loss 307,428 142,031 165,397 116.45
Other Comprehensive 52 005 213,999 66,004 471.49
Income
Total Comprehensive 359,433 128,032 231,401 180.74
Income

Explanation on differences:

(1) Statement of changes in revenue: It was mainly due to the increase in customer
order needs in the current period.

(2) Statement of changes in gross profit: The analysis is described in the table below.

(3) Statement of changes in operating expenses: It was mainly due to the increase in
revenue in the current period, the increase in profit in the current period,
the increase in estimated amount of employee remuneration and board
remuneration, causing the increase in operating expenses compared with the
previous period.

(4) Statement of changes in operating income and expenses: It was mainly due to the
depreciation of Taiwan dollar in the current period, causing an increase in
exchange benefits.

(5) Statement of changes in profits before taxes: It was mainly due to the increase in
revenue in the current period and the increase in profit in the current period,
causing the increase in the net profits before tax compared with previous period.

(6) Statement of changes in Income tax expense/income: It was mainly due to the
increase in revenue in the current period, the increase in profit in the current
period, causing an increase in
income tax expenses compared with the previous period.

(7) Statement of changes in other comprehensive income (net): It was mainly due to
the conversion of foreign operating institutions’ financial statements from losses to
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benefits.

(2) Analysis on changes in gross profit:

Unit: TWD thousand

Gross
profit

Amount for
changes in increase
and decrease

between previous
period and current

Reasons of differences

Differences
of sales
price

Differences
of cost price

Differences
of
composition

Differences
of quantity

period

216,830 495,406 -304,054 12,371 13,107

Statement

Differences of sales price: The main reason was that for the products sold in
the current period, due to the depreciation of Taiwan dollar, the unit price of the
machine increased, resulting in favorable sales price differences.

Differences of cost price: The main reason was that the imported raw materials

in the current period were affected by the exchange rate, which led to the
increase of unit cost in the current period, thus resulting in adverse cost price
differences.
Difference of composition: The change of unit cost in the current period
produced adverse differences, but due to raw material price rise, the increase
of unit cost was lower than the increase was unit sales price, thus resulting in
favorable combination differences.
Differences of quantity: Customer orders were increased due to increased
demand in the sales market in the current period, resulting the favorable
quantity differences.

(1) Cash flow analysis

Review and Analysis Table of the Company’s Cash Flow

Unit: TWD thousand

Beginning Net Cash FIOW Cash Inflow Cash Remedies for Cash Deficit
h from Operating outfl . Surol
cas Activities in the (Outflow) in “”? L_’S Investment | Financing
balance Year the Year (Deficit) Plans Plans
1,840,246 490,511 | -1,321,493 518,753 - -

Analysis of changes in cash flow in the year:
(1) Operating activities: The main reason was that profits were increased in the
current period, causing increase in net cash inflow from operating activities.
(2) Investment activities: The main reason was that fixed time deposits of more than
three months in the current period were increased compared with previous
period, causing the increase in net cash outflow from investment activities.
(3) Financing activities: The main reason was that the short-term borrowings was
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decreased in the current period compared to the previous period, resulting in
net cash outflow from financing activities.
(2) Cash flow analysis for the future year

Unit: TWD thousand

— Estimated Yearly | Estimated . Remedies for Cash Deficit
Beginning Estimated
Net Cash Flow | Yearly Cash _ _
cash . Cash Surplus| Investment | Financing
balance from Operating Inflow (Deficit) P P
Activities (Outflow) ans ans
518,753 -18,759 -103,800 414,953 - -

1. Analysis of cash flow changes in the next year:
(1) Operating activities: The operating position in 2023 is expected to be slightly
lower than that in 2022, generating net cash outflow.
(2) Investment activities: Financial assets in 2023 are expected to be reduced,
generating net cash inflow.

(3) Financing activities: Dividends are expected to be paid in 2023, generating net
cash outflow.

2. Expected cash shortfall remedies and liquidity analysis: Not applicable.

4. Major Capital Expenditures and the Sources of such Capital
(1) Major capital expenditures and sources thereof: None.
(2) Expected benefits: N/A.
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5.

6.

The Company’s Policy for the Most Recent Fiscal Year on Investments in Other
Companies, the Main Reasons for Profits/Losses Resulting therefrom, Plans for
Improvement, and Investment Plans for the Coming Fiscal Year.

Investment
Profit or , . Investment
Policy on Main
Loss Plans for
ltem Recognized Inyestments Reasqns for | Improvement the
in the Year in Other Profits or Plans Coming
(TWD Companies Losses Fiscal Year
thousand)
Profits from
reinvestments
are
Hanpin (BVI) . - attributable to
International 49,137 i[r)1l\\//eesrfr:|§r?t returns on None —
Co., Ltd. investments
recognized by
equity
method
Reinvestment
. losses result
Hanchih Diversified from
Development -10,011 . . None —
Co. Ltd investment recognlzed
v ) investment
losses
Reinvestment
HANPIN Diversified losses arise
PRO AUDIO -2,365 investment from None -
CO., LTD. liquidation
(Note)

Risk Management Analysis

1.  The impact of interest rate, exchange rate changes and inflation on the
Company's profit and loss and future countermeasures:
(1) Interest rate changes:

A. The balance of the Company’s short-term borrowings is NT$60,000,000
as of year 2022, most of which are subject to interest rate fluctuations. It
is estimated that interest rates in Taiwan will remain low in the future and
interest rate fluctuations will have little impact on this portion.

B. The Company allocates funds to fixed time deposits and funds, financial
commodities with low risks and small part of weighted stock investment
to enhance returns, so as to achieve the risk diversification and stable
returns.

(2) Exchange rate changes:
Exchange rate relatively reflects the strength of the currency. The
Company’s products are mainly exported and 99% of revenue for selling
products is in US dollars. In addition, about 80% of the purchased materials

are paid in US dollars and the amount of purchasing materials in US dollars
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accounts for about 50% of the revenue for selling products. For this part, the
Company can naturally avoid risks and foreign exchanges. For the remaining
50% and income on overseas investment that need to avoid risks, it is
expected to take the risk-averse trading mode of 1/3 delivery at spot
exchange rate, 1/3 delivery at forward foreign exchange and 1/3 delivery via
option in stages based on the exchange rate of the internal budget. Therefore,
the impact of exchange rate fluctuations on the Company’s profit and loss is
still acceptable.

(3) Inflation situation:
As the Company’s quotations to customers are properly adjusted based
on market conditions and the Company has a firm grasp of price fluctuations,
inflation has little effect on the Company.

Policies regarding engaging in high risks, high leverage investment, lending to
others, endorsement and guarantees, derivatives trading, main reasons for profits
or losses, and future countermeasures:

The Company’s policy is not to engage in high risk trading, and adheres to
prudent and conservative operations. To regulate and control the risks of the
operations regarding lending to others, endorsements and guarantees, and
derivatives trading, the Company has formulated “Procedures for Extending Loans
to Others”, “Procedures for Loans to Others”, and “Procedures for Endorsements
and Guarantees”.

Research and development to be carried out in the future, and further
expenditures expected for research and development:

Because computer DJ software is becoming more matured, users are
younger, and relating products are for more for recreational purposes, DJ
professional audio products are digitalized and becoming consumer products. The
Company stated from R&D experiences, recording, mixers, and moved on to
computer application-related products.

On the other hand, vinyl records are once again making waves all over the
world, and sales continue to climb. The users are younger and more fashionable.
For players, they pursue higher music quality.

The R&D of future products has 4 directions:

(1) Integrate professional DJ products with computer software. Offer portable
devices for easier use

(2) Continue to invest in high-power amplifiers and digital mixer system.

(3) The development direction of turntables is focused on high-end markets.

Improve the craft and technology of production.

(4) Incorporate application technologies in consumer turntables to meet the
youths’ demand for vinyl turntables.

(5) Transmit or play music files via wireless transmission or Internet to enhance
the flexibility. We plan to invest 5% of annual revenue in R&D, and the amount

will increase year by year.

Effect on the company’s financial operations of important policies adopted and
changes in the legal environment at home and abroad, and measures to be taken
in response:
There are no effects on the Company’s financial and business operations
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caused by changes in the legal environment at home and abroad. As the
Company’s customers are mostly in Europe and North America, and these regions
are consisted of mainly developed countries which have more matured legal
system and policies, the Company has lower risks to be affected by the changes
in legal environments.

5. Effect on the company’s financial operations of developments in science and

technology as well as industrial change, and measures to be taken in response:
As the technology advances from analog to digital, from cable Internet to

wireless, and touch screen applications on products such as iPhone and iPad,
these trends will influence the development of all industries and enterprises. If
enterprises fail to effectively improve their technology, they will be reduced to price
competitions, making only meager margins, and finally be eliminated. Fortunately,
the Company has its foothold in niche market, and has more advance technology
than its competitors. Thus, changes in technology does not have immediate major
effect on the overall financial and business operations of the Company.
Nonetheless, long-term-wise, the Company shall prudently consider invest
sufficient capital to build second R&D team, actively seek strategic alliance, and
cultivate the ability of in-house R&D to realize differentiation of its own products
from the others. At the same time, it integrates matured technology and industrial
applications to expedite R&D process and increase the Company’s core
competitiveness.

6. Effect on the company’s crisis management of changes in the company’s
corporate image, and measures to be taken in response:

Brand image is what consumers put trust in, and through which companies
increases sales. Being a professional OEM and ODM without its own brand, brand
images do not have direct and major impact on the Company’s financial and
business operations. However, to fulfill its social responsibility and attract talents,
the Company puts in efforts and contribute to the disadvantaged to build a positive
corporate image.

7. Expected benefits and potential risks associated with any merger and acquisitions:
N/A.

8. Expected benefits and potential risks associated with plant expansion: N/A.

9. Risks associated with any consolidation of sales or purchasing:

The Company’s sales for largest sale customer account for 25% of net
operating income, mainly due to the best sales of the largest customer’s
machines, but the total sales for the rest of the customers little changed between
the two years. In addition, in terms of suppliers, the purchase amount for the
largest material supplier account for about 7% of the purchase amount. The
Company has established stable cooperative relations with various suppliers and
tries to diversify the purchase sources of main raw materials to ensure smooth
purchase without the risk of concentrated purchase.

10. Effect upon and risk to the company in the event a major quantity of shares

belonging to a Director, supervisor, or shareholder holding greater than a 10
percent stake in the company has been transferred: None.
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7.

11.

12.

13.

Effect upon and risk to the company associated with any change in governance
personnel or top management: N/A.

List major litigious, non-litigious or administrative disputes that: (1) involve the
company and/or any company Director, any company supervisor, the general
manager, any person with actual responsibility for the firm, any major shareholder
holding a stake of greater than 10 percent, and/or any company or companies
controlled by the company; and (2) have been concluded by means of a final and
unappealable judgment, or are still under litigation. Where such a dispute could
materially affect shareholders’ equity or the prices of the company’s securities, the
annual report shall disclose the facts of the dispute, amount of money at stake in
the dispute, the date of litigation commencement, the main parties to the dispute,
and the status of the dispute as of the printing date of the annual report:

Other important risks, and mitigation measures being or to be taken None.

Other Important Matters: None.
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1.Information Related to the Company’s Affiliates

(1) Consolidated business reports of affiliates

1.

Corporate Organization Chart:

VIILI.

Special Disclosures

Hanpin Electron Co., Ltd.

A

y

Co., Ltd.

Hanpin (BVI) International

Investment amount: USD
15,003,894

Shares: 15,003,894 shares
Shareholding: 100%

Hanpin Electronics
(Shenzhen) Co., Ltd.

Investment amount: USD
3,000,000

Percentage of ownership:
100%

Hanchih Electronics
(Hong Kong) Co., Ltd.

|

Hanchih Electronics
(Shenzhen) Co., Ltd.
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Hanchih Development Co.,
Ltd.

Investment amount: TWD
271,006 thousand

Shares: 15,400,000 shares
Shareholding: 100%

Investment amount: USD
9,600,000

Shares: 50,961,160 shares
Shareholding: 100%

Investment amount: USD
5,000,000

Percentage of ownership:
100%

Dec. 31, 2022



2. Basic information on affiliates:

Unit: TWD thousand

Date of Paid-in
Company name Incorporation Address Capital Principal business or production
(year)
Hanpin (BVI) 1995.12.11 Wickhams Cay II,Road Town,Tortola, US15.004 Import and R&D of home-use electronic appliances,
International Co., Ltd. T VG1110,VIRGIN ISLANDS,BRITISH ' digital stereo systems, and laser turntables.
Hanchih Electronics Unit U, 4/F, VALIANT INDUSTRIAL CENTRE,
Hona Kona) Co.. Ltd 2004.08.09 |NO. 2-12 AU PUI WAN STREET, FOTAN, HKD50,961|Import and export declaration service
(Hong Kong) Co., Ltd. SHATIN, N.T., HONG KONG.
. . Fenghuang Industrial Zone, Fuyong Street, .
Hanpin Electronics 1993.10.04 |Baoan District, Shenzhen City, Guangdong US3,000 Procjgchon, sales and R&D of laser turntables, and
(Shenzhen) Co., Ltd. Province. China traditional turntables
. . No. 60 Xingye First Road, Fenghuang First .
?Sahnec:zlzelir:;acg(r)onll_ctz 2003.06.08 |Industrial Zone, Fuyong Street, Baoan District, US5,000 tﬁ;%?t?grzlglnt’u?r?:gilzgd R&D of laser turntables, and
N ) Shenzhen City, Guangdong Province, China
Hanchih . . . .
Development Co., 2003.12.22 No. 256, Sec. 3, Zhongzheng Rd., Rende NT154,000 Leasing and sales of residential and commercial

Ltd.

Dist., Tainan City 717020 , Taiwan

buildings

e All affiliates shall be disclosed (including those concluded as the existence of the controlling and subordinate relation).

e |f the affiliate has a factory and the sales value exceeds 10% of that of the controlling company, information of such factory
shall be disclosed.

e If the affiliate is a foreign company, information is presented in English, years in the Christian Era, and foreign currencies
(exchange rate on the report date shall be disclosed).

3. Shareholders in common of the company and its affiliates with concluded controlling and subordinate relation: N/A.

4. Business scope of the company and its affiliated companies, if there are mutual dealings, the dealing and division of work
among the affiliates shall be disclosed: Please see 2. Basic information on affiliates.
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5. Information of Directors, supervisors, and Presidents of affiliates

Unit: shares / %

Company name Position Name or Shareholding

representative Shares Percentage of

Director Shen-Keng Liu 0 0.00%

Inter'::t’i‘gr';l(i\g? ™ Director Shih-Ho Chen 0 0.00%

Director Wen-Hsien Chu 0 0.00%

Hanchih Electronics Director Shen-Keng Liu 0 0.00%

(Hong Kong) Co., Ltd. Director Wen-Hsien Chu 0 0.00%

Chairman Shen-Keng Liu 0 0.00%

Hanpin Electronics Director Shih-Ho Chen 0 0.00%

(Shenzhen) Co., Ltd. Director Wen-Hsien Chu 0 0.00%

President Chun-Yen Yang 0 0.00%

Chairman Shen-Keng Liu 0 0.00%

Hanchih Electronics Director Shih-Ho Chen 0 0.00%

(Shenzhen) Co., Ltd. Director Wen-Hsien Chu 0 0.00%

President Chun-Yen Yang 0 0.00%

_ Chairman/ President Shen-Keng Liu 0 0.00%

Fanchin Deve opment Director Shih-Ho Chen 0 0.00%

o Director Wen-Hsien Chu 0 0.00%

- 137 -




6. Operation results of affiliates:

Unit: TWD thousand / foreign currency thousand

Net operating Operating Net income Earnings per
Company name Paid-in Capital Total Assets Total Liabilities Net value income profit (loss) (after share (after tax)
tax)
Hanpin Electron Co., Ltd. NT  799,994| NT 3,226,568 NT 892,076| NT 2,334,492| NT 3,016,265 NT 274,036| NT 308,685 NT 1.79
Hanpin (BVI) International | US 15,004 US 45374 US 2,822 US  42,552| US ol us @51 uUs 1,652 US 0.11
Co,, Ltd. NT  460,770| NT 1,393,439| NT 86,680 NT 1,306,759 NT 0| NT (13,442)| NT 49,225 NT 3.28
Hanchih Electronics (Hong | US 6,526) US 34,841 US 10666 US 24,175 US  84,524| US 193 US  1,858| US 0.04
Kong) Co., Ltd. NT  200,401] NT 1,069,982| NT 327,558] NT 742.424| NT 2,518,824 NT 5741 NT 57,052| NT 1.19
Hanpin Electronics us 3,000[RMB 56,448 RMB  4,229| RMB  52,219| RMB 0| RMB  (735)| RMB 2,437
(Shenzhen) Co,, Ltd. NT 92,130 NT 248,934 NT 18,652 NT 230,282 NT o NT (3,259)] NT 11,138
Hanchih Electronics us 5,000[RMB  318,873| RMB  163,147| RMB 155,726/ RMB  589,017| RMB  11,542| RMB 11,369
(Shenzhen) Co., Ltd. NT 153,550 NT 1,406,214 NT 719,471 NT 686,743| NT 2,611,844 NT 51,178 NT 51,951
'I:'t’f‘j”‘:h'h Development Co., | N1 154000 NT 250,320| NT  25623| NT 224,706| NT 0| NT (1,758)| NT (10,011)| NT 0.91

e The Balance Sheet and Statement of Income of foreign countries as of December 31, 2022 are translated into New Taiwan Dollars at the exchange rate on

that date.

1US=NT
THK=NT
1RMB=US

3)

Balance Sheet

30.71
3.938
0.1436

Affiliation reports: N/A.

Statement of Income

29.80
3.806
0.148

8

Consolidated financial statements of affiliates: Please see p.141 to 212.
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2. Private Placement of Securities During the Most Recent Fiscal Year or During the Most
Recent Fiscal Year and as of the Printing Date of the Annual Report: None.

3. Holding or Disposal of the Company’s Shares by Subsidiaries During the Most Recent
Fiscal Year and as of the Printing Date of the Annual Report: None.

4. Other Supplementary Information: None.

IX. Major Impacts on the Stockholders’ Equity and Securities Price

Any of the Situations Listed in Article 36, Paragraph 3, Subparagraph 2 of the Securities
and Exchange Act, Which Might Materially Affect Shareholders’ Equity or the Price of the
Company’s Has Occurred During the Most Recent Fiscal Year and as of the Printing Date
of the Annual Report: None.

- 139 -



Hanpin Electron Co., Ltd.

Audit Committee’s Review Report

The Board of Directors has prepared and submitted the Company’s
2022 Proposal for Earnings Distribution, Business Report, Financial
Statements, (including consolidated statements). The independent
auditors, Chung-Yu Tien and Tzu-Meng Liu of PricewaterhouseCoopers,
Taiwan have audited the Company’s Financial Statements, (including
consolidated statements) and issued an audit report. The aforementioned
reports and statements have been reviewed and determined to be correct
and accurate by the Audit Committee members of the Company.
According to Article 14-4 of the Securities and Exchange Act and Article

219 of the Company Act statements, we hereby submit this report.

Sincerely,

2023 Shareholders’ Meeting

Hanpin Electron Co., Ltd.

Convener of the Audit Committee: Ming-Long Wang

February 24, 2023
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Consolidated Financial Report

Statement

The companies that should be included in the preparation of the consolidated financial
statements of affiliated companies in accordance with the Consolidated Business Report of
Affiliated Enterprises, Consolidated Financial Statements of Affiliated Enterprises and
Regulations Governing the Preparation of Financial Reports in 2022 (From January 1 to
December 31, 2022) are the same as those that should be included in the preparation of the
consolidated financial statements of parent and subsidiary companies in accordance with
IFRS 10, which was approved and issued effective by the Financial Supervisory Commission,
and the information required to be disclosed in the consolidated financial statements of
affiliated enterprises has been disclosed in the former consolidated financial statements of the
parent and subsidiary, therefore, the consolidated financial statements of related enterprises

will not be prepared separately.

It is hereby declared.

Company name: Hanpin Electron Co., Ltd.

Chairman: Shen-Keng Liu

February. 24, 2023
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Independent Auditor’s Report
(112) CSBZ No. 22003301

To Hanpin Electron Co., Ltd.:
Audit Opinion

The Consolidated Balance Sheets as of December 31, 2022 and 2021, and the
Consolidated Statement of Comprehensive Income, Consolidated Statement of
Changes in Equity, and Consolidated Cash Flow Statement as of December 31, 2022
and 2021, and Notes to Consolidated Financial Statements (including a summary of
significant accounting policies) of Hanpin Electron Co., Ltd. and its subsidiary
(hereinafter collectively referred to as “Hanpin Group”) have been audited and
completed by the CPA.

In accordance with the opinion of the CPA, the consolidated financial statements
have been prepared, in all material respects, in conformity with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers and
International Financial Reporting Standards, International Accounting Standards,
interpretations and interpretative pronouncements endorsed by the Financial
Supervisory Commission and issued into effect, which are sufficient to present the
consolidated financial position of Hanpin Group as of December 31, 2022 and 2021,
and the consolidated financial results and consolidated cash flows as of January 1 to
December 31, 2022 and 2021.

Basis of Audit Opinion

Accountant’s audit is conducted in accordance with the Rules Governing the
Audit of Financial Statements by Certified Public Accountants and auditing standards
of the Republic of China. The responsibilities of the CPA under these standards will be
further explained in the responsibility section of the Consolidated Financial
Statements audited by the CPA. The personnel of the firm to which the CPA is
affiliated, who are subject to the independence regulation, have maintained their
independence from the Hanpin Group in accordance with the ROC Code of Ethics for
Accountants and have fulfilled other responsibilities under the Code. The CPA
believes that sufficient and appropriate audit evidence has been obtained to form a
basis for the audit opinion.

Key Audit Matters

Key audit matters refer to one that, in the professional judgment of the CPA, is
material to the audit of the consolidated financial statements of the Hanpin Group in
2022. Such matters have been considered in the process of examining the
consolidated financial statements taken as a whole and forming an opinion thereon,
and the CPA does not express an opinion on these matters individually.

The key audit matters in the Hanpin Group’s 2022 consolidated financial
statements are as follows:

Expiration of Export Revenue

Statement of matters
For the accounting policy on revenue recognition, please refer to Note IV, (XXVIII)
Explanation of Revenue Recognition in the consolidated financial statements and
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Note VI, (XVI) Operating Revenue in the consolidated financial statements for the
accounting items.

The sales of goods by Hanpin Group mainly focus on export sales, and the
transaction conditions involve a lot of manual operations and judgments. For each
sale, it is necessary to verify whether the significant risks and rewards associated with
ownership of the goods have been transferred to the customer one by one. Therefore,
during the period before and after the balance sheet date, there may be a significant
risk of material misstatement in the timing of revenue recognition, which requires the
auditors’ attention and is therefore one of the key audit matters.

Main response audit procedures

The main response procedures that have been implemented by this CPA at
specific levels for the key audit matters above are summarized as follows:

1. Understand and evaluate accounting policies for operating income.

2. Understand and assess the effectiveness of the Group’s internal control over the
cut-off of sales revenue, review the terms of contractual transaction conditions, and
perform tests of the effectiveness of internal control over shipment and billing.

3. Perform a cut-off test for export sales revenue transactions during a specific period
around the balance sheet date to assess the attribution of recognized revenue to
the correct period.

Impairment of inventory

Statement of matters

Please refer to Note IV, (X) Description of Inventories in the Consolidated
Financial Statements for the accounting policies for inventory valuation; Note V, (X)
Description of Inventory Valuation in the Consolidated Financial Statements for the
accounting estimates and uncertainties in assumptions for inventory valuation; and
Note VI, (V) Inventories in the Consolidated Financial Statements for the description
of inventory items.

Hanpin (BVI) International Co., Ltd., a subsidiary of Hanpin Group, and its
subsidiary are professional ODM manufacturers in the entertainment audio industry,
producing consumer audio products for personal audio-visual entertainment and
audio products for professional DJs, which are made from a wide variety of raw
materials including electronic parts, metals, plastic materials and packaging materials.
However, if customers reduce orders or require changes in product specifications to
develop new products, there is a risk that the original product specifications will
become stagnant, resulting in a higher risk of loss on decline in value of inventories or
obsolescence. The Group measures inventories normally sold at the lower of cost or
net realizable value and individually recognizes losses at net realizable value for
inventories aged over a certain period and for individual obsolete and damaged
inventories. The aforementioned allowance for inventory valuation loss is mainly from
the standalone identification of obsolete or damaged inventory items. Due to the large
number of items and the standalone identification of obsolete or damaged inventory
often involves manual judgment, it is also an area to be judged in the audit, so it is
listed as one of the key audit matters in this audit.

Main response audit procedures

The main response procedures that have been implemented by this CPA at
specific levels for the key audit matters above are summarized as follows:
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1. Evaluate the reasonableness of the provision policies and procedures used to
record inventory allowance for loss on decline in value, including the inventory
classification used to determine net realizable value, historical sources of
information on the degree of inventory liquidation and the extent of discount, and
the inventory items deemed obsolete.

2.Understand its warehouse management process, review its annual inventory plan
and participate in the annual inventory to evaluate the effectiveness of management
in distinguishing and controlling obsolete inventory.

3. Verify the logic of its inventory age reporting system to confirm the consistency of
reporting information with its policies.

4. Test the inventory impairment statement to assess the adequacy of the inventory
allowance for loss on decline in value.

Other matters - individual financial reports

Hanpin Electron Co., Ltd. has prepared financial statements for the years 2022
and 2021, and is on record according to the unqualified audit report issued by the CPA
for reference.

Responsibility of management and governance units for the
consolidated financial statements

The responsibility of management is to prepare consolidated financial statements
that present properly in accordance with the Regulations Governing the Preparation of
Financial Reports by Securities Issuers and International Financial Reporting
Standards, International Accounting Standards, interpretations and interpretative
pronouncements endorsed by the Financial Supervisory Commission and issued into
effect, and to maintain necessary internal control relevant to the preparation of
consolidated financial statements, to ensure that consolidated financial statements
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the responsibility of
management also includes assessing the ability of Hanpin Group to continue as a
going concern, the disclosure of related matters, and the adoption of the going
concern basis of accounting, unless management intends to liquidate the Hanpin
Group or cease operations, or there is no practical alternative to liquidation or
discontinuation of operations.

The governance units (including the Audit Committee) of Hanpin Group are
responsible for overseeing the financial reporting process.

CPA’s responsibility for auditing the consolidated financial
statements

The purpose of the CPA’'s audit of the consolidated financial statements is to
obtain reasonable assurance as to whether the consolidated financial statements
taken as a whole are free from material misstatement, whether due to fraud or error,
and to issue a report thereon. Reasonable assurance is a high degree of certainty.
However, an audit performed in accordance with ROC Auditing Standards does not
provide assurance that material misstatements in the consolidated financial
statements can be detected. Misrepresentation may result from fraud or error.
Individual amounts or aggregates of misstatements are considered material if they
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could reasonably be expected to affect economic decisions made by users of the
consolidated financial statements.

The CPA conducted the audits in accordance with PRC auditing standards, using
our professional judgment and professional skepticism. The CPA also performs the
following work:

1. ldentify and assess the risks of material misstatement of the consolidated financial
statements due to fraud or error; design and implement appropriate
countermeasures for the assessed risks; and obtain sufficient and appropriate audit
evidence to provide a basis for an audit opinion. Because fraud may involve
conspiracy, forgery, intentional omission, misrepresentation or a breach of internal
control, the risk of not detecting material misstatement due to fraud is higher than
that due to error.

2. Obtain the necessary understanding of the internal control relevant to the audit in
order to design appropriate audit procedures under the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the internal control of
Hanpin Group.

3. Evaluate the appropriateness of accounting policies adopted by management and
the reasonableness of accounting estimates and related disclosures.

4.Make a conclusion, based on the audit evidence obtained, as to the
appropriateness of management’s adoption of the going concern basis of
accounting and the existence of material uncertainty regarding events or
circumstances that may cast significant doubt on the ability of Hanpin Group to
continue as a going concern. If the CPA believes that there is a material uncertainty
about such events or circumstances, the CPA should draw the attention of users of
the consolidated financial statements to the relevant disclosures in the consolidated
financial statements in the audit report or revise the audit opinion if such disclosures
are inappropriate. The CPA’s conclusion is based on the audit evidence obtained as
of the audit report date. However, future events or circumstances may cause the
Hanpin Group to cease to have the ability to continue as a going concern.

5.Evaluate the overall presentation, structure and content of the consolidated
financial statements, including the related notes, as well as whether the
consolidated financial statements present properly the related transactions and
events.

6. Obtain sufficient and appropriate audit evidence on the financial information of the
constituent entities of the Group in order to express an opinion on the consolidated
financial statements. The CPA is responsible for the guidance, supervision and
execution of the Group’s audit cases and for forming Group audit opinions.

The matters communicated by the CPA with the governance unit include the
planned scope and timing of the audit and significant audit findings (including
significant lack of internal control identified during the audit).

The CPA also provides the governance unit with a statement that the personnel of
the accounting firm to which the accountant belongs are subject to the independence
standards have complied with the relevant independence statements in the Code of
Professional Ethics for Certified Public Accountants of the ROC, and communicates
with the governance unit on all relationships and other matters that may be
considered to affect the independence of the accountant (including relevant protective
measures).
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From the matters communicated with the governance unit, this accountant has
decided on the key audit matters for the audit of Hanpin Group’s 2022 consolidated
financial statements. The CPA describes these matters in the audit report, unless laws
and regulations do not permit the public disclosure of specific matters, or in rare
circumstances, the certified public accountant decides not to communicate specific
matters in the audit report, as it can be reasonably expected that the negative impact
of communication will be greater than the public gains it enhances.

PricewaterhouseCoopers
Chung-Yu Tien
Certified Public Accountant

Tzu-Meng Liu
Financial Supervisory Commission
Approved Visa No.: JGZSZ No. 1070323061
Securities Regulatory Commission of the Former
Ministry of Finance
Approved Visa No.: (84) TCZ (VI) No.29174

February 24,2023
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HANPIN ELECTRON CO., LTD . AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Expressed in thousands of New Taiwan dollars)

December 31, 2022 December 31, 2021

Asset Notes Amount % Amount %
Current assets
1100 Cash and cash equivalents VI(l) $ 518,753 16% 1,840,246 45
1110  Financial assets at fair value through profit or loss - current VI (ll) 462,772 14 439,686 11
1136  Financial assets at amortized cost - current VI(1), (1) 859,179 26 45,917 1
1170  Accounts receivable, net VI (V) and XII 262,971 8 291,413 7
1200 Other receivables 13,566 - 14,077 -
1220  Current income tax assets VI (XXIIT) 12 - - -
130X Inventories V and VI (V) 496,318 15 687,152 17
1410 Prepayments 30,553 1 52,166 1
11XX Total current assets 2,644,124 80 3,370,657 82
Non-current assets
1535 Financial assets at amortized cost - non-current VI (1), (1) and VI 60,665 2 83,423 2
1600 Property, plant and equipment VI (V1) and VIII 369,345 11 387,192 10
1755 Right-of-use assets VI (VII) 32,838 1 34,453 1
1760 Investment property, net VI (1X) 167,437 5 167,437 4
1780 Intangible assets 128 - 262 -
1840 Deferred income tax assets VI (XXIT) 21,691 1 42,461 1
1915 Prepayments for equipment 6,440 - 876 -
1920 Guarantee deposits paid 383 - 644 -
1990 Other non-current assets 1,703 - 1,060 -
15XX Total of Non-current Assets 660,630 20 717,808 18
1XXX Total assets $ 3,304,754 100$ 4,088,465 100

(Continued)
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HANPIN ELECTRON CO., LTD . AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Expressed in thousands of New Taiwan dollars)

December 31, 2022

December 31, 2021

Liabilities and equity Notes Amount % Amount %
Current liabilities
2100  Short-term loans VI (X) $ 60,000 2 $ 704,000 17
2110 Short-term notes and bills payable VI (XI) - - 300,000 8
2130 Contract liabilities - current VI (XVI) 40,741 1 34,088 1
2150 Notes payable 14,846 1 4,094 -
2170 Accounts payable 300,363 9 454,733 1"
2200  Other payables 170,728 5 144,805 4
2230 Current income tax liabilities VI (XXIIT) 73,811 2 53,978 1
2280 Lease liabilities - current 971 - 949 -
21XX Total current liabilities 661,460 20 1,696,647 42
Non-current liabilities
2570 Deferred income tax liabilities VI (XXIIT) 285,031 8 263,634 6
2580 Lease liabilities - non-current - - 875 -
2640 Net defined benefit liabilities - non-current VI (XII) 21,578 1 33,304 1
2645 Guarantee deposits received 2,193 - 2,110 -
25XX Total of non-current liabilities 308,802 9 299,923 7
2XXX Total liabilities 970,262 29 1,996,570 49
Equity attributable to owners of parent
Share capital
3110 Common stock VI (XIT) 799,994 24 799,994 20
3200 Capital surplus VI (XIV) 33,826 1 33,719 1
Retained earnings VI (XV)
3310 Legal reserve 493,893 15 479,570 12
3320 Special reserve 199,263 6 199,263 5
3350 Unappropriated retained earnings 866,310 26 662,143 16
3400 Other equity interest 58,794) ( 1)( 104,284) ( 3)
31XX Equity attributable to owners of the parent 2,334,492 71 2,070,405 51
36XX Non-Controlling Interest - - 21,490 -
3XXX Total equity 2,334,492 71 2,091,895 51
Contingent Liabilities and Commitments IX
3X2X  Total liabilities and equity $ 3,304,754 100 $ 4,088,465 100

The accompanying notes are an integral part of these consolidated financial statements.
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HANPIN ELECTRON CO., LTD . AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Expressed in thousands of New Taiwan dollars, except for earnings per share amounts)

2022 2021
Item Notes Amount % Amount %

4000 Operating revenue VIV, (XVI)  $ 3,085,191 100 $ 2,485,647 100
5000 Operating Costs VI(V), (VII)

(XD, (XXI)

(XXIl)yand vii ~ ( 2,449,953) ( 79)( 2,067,239) ( 83)
5900 Gross profits 635,238 21 418,408 17

Operating Expenses VI (VII), (1X)

(XD, (XXI)

(XXIl), Vil and

Xil
6100  Selling expenses ( 59,357) ( 2) ( 53,990) ( 2)
6200 General and administrative expenses ( 153,262) ( 5) ( 121,554) ( 5)
6300 Research and development expenses ( 103,299) ( 4) ( 87,583) ( 4)
6450 Expected credit (losses) gains ( 7,041) - 2,339 -
6000 Total operating expenses ( 322,959) ( 11)( 260,788) ( 11)
6900 Operating profit 312,279 10 157,620 6

Non-operating Income and Expenses

7100 Interest income VI (1), (XVII) 16,157 1 9,463 1
7010  Other income VIV, (XVII) 14,976 - 7,819 -
7020  Other gains and losses VI (1), (XIX) and

Xil 80,221 3 28,023 1
7050 Finance costs VI(VID, (XX) | 4,904) - ( 3,916) -
7000 Total non-operating income and

expenses 106,450 4 41,389 2
7900 Profit before income tax 418,729 14 199,009 8
7950 Income tax expense VI (XXI) ( 111,301) ( 4) ( 56,978) ( 2)
8200 Net income $ 307,428 10 § 142,031 6
(Continued)
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HANPIN ELECTRON CO., LTD . AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Expressed in thousands of New Taiwan dollars, except for earnings per share amounts)

ltem

Notes

2022

2021

Amount

%

Amount

%

8311

8349

8361

8399

8300

8500

8610
8620

8710
8720

9750
9850

Other Comprehensive Income (loss)
Components of other comprehensive
income (loss) that will not be
reclassified to profit or loss
Actuarial gains (losses) on defined
benefit plans
Income tax related to components of
other comprehensive losses that will not
be reclassified to profit or loss
Components of other comprehensive
income (loss) that will be reclassified to
profit or loss
Financial statements translation
differences of foreign operations
Income tax relating to components of
other comprehensive income that will be
reclassified to profit or loss
Total other comprehensive income
(loss) for the year
Total comprehensive income for the
year
Profit attributable to:
Owners of parent
Non-controlling interest
Net income
Comprehensive income attributable to:
Owners of parent
Non-controlling interest
Total Comprehensive Income

Earnings per share (in dollars)
Basic
Diluted

VI (XI1)

VI (XXII)

VI (XXII)

VI (XXIV)

7,255

1,451)

57,573

11,372)

80)

16

17,258) (

3,323

1

52,005

13,999) (

1)

359,433

12

128,032

308,685
1,257)

10

143,295
1,264)

307,428

10

142,031

359,979
546)

12

129,939
1,907)

359,433

128,032

3.86

1.79

3.79

R,

1.78

The accompanying notes are an integral part of these consolidated financial statements.
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2021

Balance at January 1, 2021

Net profit in 2021

Other comprehensive income in 2021

Total comprehensive income in 2021

Earnings allocation and distribution in 2020:
Legal reserve
Cash dividends

Referrals of deferred cash dividends in
previous years

Balance at December 31, 2021

2022

Balance at January 1, 2022

Net profit in 2022

Other comprehensive income in 2022

Total comprehensive income in 2022

Earnings allocation and distribution in 2021:
Legal reserve
Cash dividends

Referrals of deferred cash dividends in
previous years

Changes in liquidation of subsidiary
Balance at December 31, 2022

HANPIN ELECTRON CO., LTD . AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Expressed in thousands of New Taiwan dollars, except for earnings per share amounts)

Equity attributable to owners of the parent

Capital surplus Retained Earnings Other Equity
Financial
statements
translation
Donated Unappropriate differences of
Common Issued at assets Special d retained foreign Non-controlling
Notes stock premium received Legal reserve reserve earnings operations Total interest Total equity
$ 799,994 $ 33,594 $ 71 $ 461,574 $ 199,263 $ 656,907 ($ 90,992 ) $2,060,411 $ 23,397 $2,083,808
- - - - - 143,295 - 143,295  ( 1,264 ) 142,031
- - - - - 64 ) ( 13,292 ) ( 13,356 ) ( 643 ) ( 13,999 )
- - - - - 143,231  ( 13,292 ) 129,939  ( 1,907 ) 128,032
- - - 17,996 - 17,996 ) - - - -
VI (XV) - - - - - (1 119,999) - ( 119,999) - (0 119,999)
- - 54 - - - - 54 - 54
$ 799,994 $ 33,594 $ 125 $ 479,570 $ 199,263 $ 662,143 ($ 104,284 ) $2,070,405 $ 21,490 $2,091,895
$ 799,994 $ 33,594 $ 125 $ 479,570 $ 199,263 $ 662,143 ($ 104,284 ) $2,070,405 $ 21,490 $2,091,895
- - - - - 308,685 - 308,685 ( 1,257 ) 307,428
- - - - - 5,804 45,490 51,294 711 52,005
- - - - - 314,489 45,490 359,979  ( 546 ) 359,433
- - - 14,323 - 14,323 ) - - - -
VI (XV) - - - - - 95,999 ) - 95,999 ) - 95,999 )
- - 107 - - - - 107 - 107
- - - - - - - - 20,944 ) ( 20,944 )
$ 799,994 $ 33,594 $ 232 $ 493,893 $ 199,263 $ 866,310 ($ 58,794 ) $2,334,492 $ - $2,334,492

The accompanying notes are an integral part of these consolidated financial statements.
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HANPIN ELECTRON CO., LTD . AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in thousands of New Taiwan dollars)

- 152 -

Notes 2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $ 418,729  $ 199,009
Adjustments
Adjustments to reconcile profit (loss)
Loss on financial assets at fair value VI (XIX)
through profit or loss 7,639 10,060
Expected credit loss (gain) Xl 7,041 ( 2,339)
Provision (reversal of allowance) for VI (V)
inventory market price decline 14,714  ( 2,886 )
Depreciation expense VI (VD), (VII)
(XXI) 35,175 35,533
Gain on disposal of property, plant and VI (XIX)
equipment 402) ( 146 )
Amortization VI (XXI) 134 466
Dividend income VI (XVIT) 645) ( 770)
Interest income VI (XVII) 16,157 ) ( 9,463 )
Interest expense VI (XX) 4,904 3,916
Changes in operating assets and liabilities
Changes in operating assets
Financial assets at fair value through
profit or loss - current 30,631) ( 97,705)
Accounts receivable 21,401 55,466
Other receivables 1,405 4,987
Inventories 176,013 ( 294,633 )
Prepayments 21,509 ( 11,845)
Changes in operating liabilities
Contract liabilities - current 6,653 17,140
Notes payable 10,752 3,892
Accounts payable 154,370) 62,238
Other payables 26,616  ( 2,935)
Net defined benefit liability - non-current 4,471) ( 950)
Cash inflow (outflow) generated from
operations 546,009 ( 30,965 )
Dividends received 645 770
Interest received 15,263 6,839
Interest paid 4917) ( 3,982)
Income tax paid 66,489 ) ( 29,110)
Net cash flows from operating
activities 490,511 ( 56,448 )
(Continued)



HANPIN ELECTRON CO., LTD . AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Expressed in thousands of New Taiwan dollars)

CASH FLOWS FROM INVESTING ACTIVITIES

Increase in financial assets measured at
amortized cost increase

Cash paid for acquisition of property, plantand VI (XXV)

equipment
Proceeds from disposal of property, plant and
equipment
Acquisition of intangible asset
Increase in prepayment for equipment
Decrease in guarantee deposits paid
(Increase) decrease in other non-current
assets
Net cash flows used in investing
activities

CASH FLOWS FROM FINANCING ACTIVITIES

(Decrease) increase in short-term loans
(Decrease) increase in short-term notes and
bills payable
Payments of lease liabilities
Increase in guarantee deposits received
Payment of cash dividends
Referrals of deferred cash dividends in
previous years
Changes in non-controlling interests in
liquidating subsidiary
Net cash flows (used in) from
financing activities

Effect of foreign exchange rate changes on cash

and cash equivalents

(Decrease) increase in cash and cash
equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Notes 2022 2021

($ 790,504 ) ($ 4,808 )

( 10,647 ) ( 16,659 )

710 790

- 159 )

( 9,073) ( 4,284 )

261 17

( 643 ) 73

( 809,896 ) ( 25,030 )

VI (XXVI) ( 644,000 ) 324,000
VI (XXVI)

( 300,000 ) 300,000

VI (XXVI) ( 1,053) ( 891 )

VI (XXVI) 83 -

VI (XV) ( 95,999 ) ( 119,999 )

107 54

( 20,944 ) -

( 1,061,806 ) 503,164

59,698 ( 17,677)

( 1,321,493 ) 404,009

Vi (1) 1,840,246 1,436,237

Vi (1) $ 518,753 $ 1,840,246

The accompanying notes are an integral part of these consolidated financial statements.
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Hanpin Electron Co., Ltd. and its subsidiary
Notes to the consolidated financial statements
2022 and 2021

Unit: TWD thousand
(Unless otherwise specified)

I.  Company history

(1)

(1)

()

Hanpin Electron Co., Ltd. (hereinafter referred to as “the Company”) was established
with approval on April 1, 1969 in accordance with the provisions of the ROC Company
Act and other relevant laws and regulations. The Company and its subsidiary
(hereinafter collectively referred to as the “Group”) are engaged in the manufacture
and international trade of electrical appliances, lighting equipment, data storage and
processing equipment, wireless communication machinery and equipment, and
electronic components, product design, information software services, residential,
building and industrial plant development, leasing and sale of property, leasing, and
other businesses.

On October 28, 2003, the shareholders resolved at the stockholders’ meeting that the
Company’s business related to construction department and its related assets and
liabilities be subdivided to Hanchih Development Co., Ltd. with November 28, 2003 as
the base date for the subdivision. The Company exchanged 25,400 thousand shares
of common stock at NT$35.36 per share for NT$10 per share of Hanchih
Development Co., Ltd. based on the book value of the divided net operating assets.

The Company’s shares have been listed and traded on the Taiwan Stock Exchange
since September 17, 2001.

II. Date and procedure for the adoption of financial reports

The consolidated financial statements were approved by the Board of Directors and issued
on February 24, 2023.

I1l. Application of newly issued and revised criteria and interpretations

(1) Impact of the adoption of newly issued and amended International Financial Reporting

Standards (the “IFRSs”) endorsed by the Financial Supervisory Commission (the
“FSC”) and issued into effect

The following table presents the newly issued, amended and revised standards and
interpretations of IFRSs approved by the FSC and effective for the year 2022:

Effective date of
issuance by the
International
Accounting Standards
Newly issued/amended/revised standards and interpretations Board

Amendments to IFRS 3, “Index to Conceptual Framework” January 1, 2022

Amendments to IAS 16 “Property, Plant and Equipment: Value January 1, 2022
Before Reaching Intended Use”

Amendments to IAS 37 “Loss-making Contracts - Cost of January 1, 2022
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Performance”
Annual improvement for the 2018-2020 cycle January 1, 2022

The Group has been assessed that the above standards and interpretations have no
significant impact on the Group’s financial position and financial performance.

(1) Impact of newly issued and amended IFRSs not yet adopted by the FSC

The following table presents the newly issued, amended and revised standards and
interpretations of IFRSs approved by the FSC for the year 2022:

Effective date of
issuance by the

International
Accounting Standards
Newly issued/amended/revised standards and interpretations Board
Amendments to IAS 1, “Disclosure of Accounting Policies” January 1, 2023
Amendments to IAS 8 “Definition of Accounting Estimates” January 1, 2023
Amendments to IAS 12 “Deferred Income Taxes Related to January 1, 2023

Assets and Liabilities Arising from a Single Transaction”

The Group has been assessed that the above standards and interpretations have no
significant impact on the Group’s financial position and financial performance.

(1) Impact of International Financial Reporting Standards issued by the IASB but not yet
endorsed by the FSC

The following table presents the newly issued, amended and revised standards and
interpretations of IFRS that have been issued by the IASB but not yet incorporated
into IFRS endorsed by the FSC:

Effective date of
issuance by the

International
Accounting Standards
Newly issued/amended/revised standards and interpretations Board
Amendments to IFRS 10 and IAS 28 “Disposal of or To be decided by the

Contribution to Assets between an Investor and its Affiliates or |ASB
Joint Ventures”

Amendments to IFRS 16 “Lease Liabilities in Sale and January 1, 2024
Leasebacks”

IFRS 17 “Insurance Contracts” January 1, 2023
Amendments to IFRS 17 “Insurance Contracts” January 1, 2023

Amendments to IFRS 17 “First-time Adoption of IFRS 17 and  January 1, 2023
IFRS 9 - Comparative Information”

Amendments to IAS 1 “Current or Non-current Classification of January 1, 2024
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Liabilities”
Amendments to IAS 1, “Non-current Liabilities with Contractual January 1, 2024
Provisions”

The Group has been assessed that the above standards and interpretations have no
significant impact on the Group’s financial position and financial performance.

IV. Summary statement of significant accounting policies

The main accounting policies used in the preparation of this consolidated financial report
are described below. Unless otherwise explanation, these policies apply consistently
throughout the reporting period.

(IV)Compliance Statement

The consolidated financial reports have been prepared in accordance with the
Regulations Governing the Preparation of Financial Reports by Securities Issuers and
International Financial Reporting Standards, International Accounting Standards,
interpretations and interpretative pronouncements endorsed by the Financial
Supervisory Commission and issued into effect (hereinafter referred to as “IFRSs”).

(V) Basis of preparation

1. The consolidated financial statements have been prepared on a historical cost
basis, except for the following significant items:

(1) Financial assets measured at fair value through profit or loss measured at fair
value (including derivative instruments).

(2) The defined benefit obligation is recognized as the net of the current value of
the pension fund assets less the defined benefit obligation.

2. The preparation of consolidated financial reports in conformity with IFRSs requires
the use of certain critical accounting estimates, and the use of judgment by
management in the process of applying the Group’s accounting policies. For items
involving a high degree of judgment or complexity, or items involving significant
assumptions and estimates in the consolidated financial reports, please refer to
Note V, Major Sources of Uncertainty in Significant Accounting Judgments,
Estimates and Assumptions.

(VI)Consolidation basis

1. Preparation principles of consolidated financial reports:

(1) The Group includes all of its subsidiaries in the standalone which prepare
consolidated financial reports. The subsidiary refers to the standalone
(including structured standalone) that is controlled by the Group, and the Group
controls the standalone when it is exposed to or entitled to variable
remuneration from participation in the standalone, and has the ability to
influence such remuneration through its power over the standalone. This
subsidiary is included in the consolidated financial statements from the date the
Group obtains control and is deconsolidated from the date control is lost.

(2) Transactions, balances, and unrealized profits and losses between companies
within the group have been eliminated. The accounting policies of the
subsidiary have been adjusted as necessary to be consistent with the policies
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adopted by the Group.

The components of profit and loss and other comprehensive profit and loss are
attributable to owners of the parent and non-controlling interests; total
consolidated profit or loss is also attributable to owners of the parent and
non-controlling interests, even if this results in a loss balance for non-controlling
interests.

If the change in the shareholdings of the subsidiary does not result in a loss of
control (transactions with non-controlling interests), it is treated as an equity
transaction, i.e., as a transaction with the owner. The difference between the
adjustment amount of the non-controlling interests and the fair value of the
consideration paid or received is recognized directly in equity.

When the Group loses control over a subsidiary, the remaining investment in
the former subsidiary is remeasured at fair value and recognized as the fair
value of the originally recognized financial asset or the cost of the originally
recognized investment in a related party or joint venture, and the difference
between the fair value and the book amount is recognized in profit or loss for
the period. For all amounts previously recognized in other comprehensive profit
and loss relate to that subsidiary and are accounted for on the same basis as if
the Group had directly disposed of the related assets or liabilities, i.e., if a profit
and loss previously recognized in other comprehensive profit and loss would be
reclassified to profit or loss upon disposal of the related assets or liabilities, the
profit or loss is reclassified from equity to profit or loss when control over the
subsidiary is lost.
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2. Subsidiaries included in the consolidated financial reports:

Percentage of shareholdings

Name of
investment Name of the December 31, _December 31,
company subsidiary Business nature 2022 2021 Explanation
Hanpin Electron Hanpin (BVI) Import and 100.00 100.00 —
Co., Ltd. International  development of
Co., Ltd. household electrical
appliances, digital
audio, and laser
turntables
Hanpin Electron Hanchih Residential and 100.00 100.00 —
Co., Ltd. Development  building rental and
Co., Ltd. sales development
Hanpin Electron HANPIN PRO Trading, research and — 65.29 (Note)
Co., Ltd. AUDIO CO., development, import
LTD. and export of audio
products
Hanpin (BVI) Hanchih Import and export 100.00 100.00 —
International Co., Electronics declaration service
Ltd. (Hong Kong)
Co., Ltd.
Hanpin (BVI) Hanpin Production, sales and 100.00 100.00 —
International Co., Electronics R&D of laser
Ltd. (Shenzhen) turntables and
Co., Ltd. traditional turntables
Hanchih Hanchih Production, sales and 100.00 100.00 —
Electronics (Hong Electronics R&D of laser
Kong) Co., Ltd.  (Shenzhen) turntables and
Co., Ltd. traditional turntables

(Note) The liquidation and cancellation procedures were completed in September
2022.

3. Subsidiaries not included in the consolidated financial reports: None.

4. Different adjustment and treatment for the accounting periods of subsidiaries: None.
5. Major restrictions: None.

6. Subsidiaries with non-controlling interests that are significant to the Group: None.

(V1) Foreign currency translation

Items included in each standalone financial report within the Group are measured in
the currency of the primary economic environment in which the standalone operates
(i.e., the functional currency). The consolidated financial statements are presented in
NTD, which is the Company’s functional currency.

1. Foreign currency transactions and balances

(1) Foreign currency transactions are translated into the functional currency using
the exchange rate at the date of the transaction or measurement date, and
translation differences arising from such transactions are recognized in profit or
loss for the period.

(2) The balances of monetary assets and liabilities denominated in foreign
currencies are adjusted at the exchange rates prevailing on the balance sheet
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date, and the resulting translation differences are recognized in profit or loss for
the current period.

(3) The balances of non-monetary assets and liabilities denominated in foreign
currencies that are measured at fair value through profit or loss are adjusted at
the exchange rates prevailing on the balance sheet date, with the resulting
exchange differences recognized in profit or loss for the current period; those
measured at fair value through other comprehensive income are adjusted at the
exchange rates prevailing on the balance sheet date, with the resulting
exchange differences recognized in other comprehensive income; those not
measured at fair value are measured at the historical exchange rates at the
date of initial transaction.

(4) All exchange profits or losses are reported in “Other profits or losses” in the
consolidated statement of income.

2. Conversion of foreign operating institutions

(1) The financial results and financial position of all Group standalone with a
functional currency different from the presentation currency are translated into
the expression currency in the following manner:

A. Assets and liabilities expressed in each balance sheet are translated at the closing
exchange rate on that balance sheet date;

B. The income and expenses expressed in each consolidated income statement are
translated at the average exchange rate for the period; and

C. All exchange differences arising from the translation are recognized as other
comprehensive profit and loss.

(2) When a foreign operating entity partially disposed of or sold is a subsidiary, the
cumulative exchange differences recognized in other comprehensive profit and
loss are re-attributed to the non-controlling interests of the foreign operating
entity on a pro rata basis. However, when the Group loses control over a foreign
operating entity that is a subsidiary even though the Group still retains part of
the interest in the former subsidiary, the disposal of the entire interest in the
foreign operating entity is treated as a disposal of the interest in the foreign
operating entity.

(VIII) Classification criteria for distinguishing between current and non current assets and
liabilities

1. Assets are classified as current assets if one of the following conditions is met:

(1) Expected that the asset will be realized in the normal course of business cycle
or intended to be sold or consumed.

(2) Those held mainly for trading purposes.
(3) Expects to be realized within 12 months after the balance sheet date.

(4) Cash or cash equivalents, unless they are exchanged or restricted from being
used to settle liabilities for at least 12 months after the balance sheet date.

The Group classifies all assets that do not meet the above criteria as non-current.
2. Liabilities are classified as current liabilities if one of the following conditions is met:
(1) Expected to be repaid in the normal operating cycle.
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(2) Those held mainly for trading purposes.
(3) Expected to be repaid within 12 months after the balance sheet date.

(4) The repayment period cannot be unconditionally deferred to at least 12 months
after the balance sheet date. The terms of the liabilities, which may be settled
by issuing equity instruments at the option of the counter-parties, do not affect
their classification.

The Group classifies all liability that do not meet the above criteria as non-current.
(IX)Cash equivalents

1. Cash equivalents refer to short-term, highly liquid investments that can be readily
converted into fixed amounts of cash with minimal risk of changes in value.

2. Time deposits and bonds/notes with repurchase agreements that meet the above
definition and are held for the purpose of meeting short-term cash commitments for
operations are classified as cash equivalents.

(X) Financial assets at fair value through profit or loss

1. It refers to financial assets that are not measured at amortized cost or at fair value
through other comprehensive profit or loss.

2. The Group adopts transaction date accounting for financial assets measured at fair
value through profit or loss in accordance with the customary transactions.

3. The Group is measured at fair value upon initial recognition, with related transaction
costs recognized in profit or loss, and subsequently measured at fair value, with its
profits or losses recognized in profit or loss.

4. The Group recognizes dividend income in profit or loss when the right to receive
dividends is established, it is probable that the economic benefits associated with
the dividends will flow in and the amount of dividends can be measured reliably.

(XI)Einancial assets at amortized cost

1. It refers to those who simultaneously meet the following conditions:

(1) The financial assets are held under an operating model whose objective is to
collect the contractual cash flows.

(2) The contractual terms of the financial assets generate cash flows on specific
dates solely for the purpose of paying principal and interest on the outstanding
principal amount.

2. The Group adopts transaction date accounting for financial assets measured at
amortized cost in accordance with the trading practice.

3. The Group is measured at its fair value plus transaction costs upon initial
recognition, and subsequently recognized interest income and impairment loss over
the liquidity period using the effective interest method under the amortization
procedure, with its profits or losses recognized in profit or loss when it is
derecognized.

4. Time deposits held by the Group that do not meet the cash equivalents are
measured at the investment amount because of the short holding period and the
effect of discounting is not significant.
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(XII) Accounts and notes receivable

1. It refers to accounts and notes that have the unconditional right to receive the
amount of consideration exchanged for the transfer of goods or services in
accordance with the contract.

2. Due to the insignificant impact of discounting on short-term accounts and notes
receivable with unpaid interest, the Group measures them based on the original
invoice amount.

(XIII) Inventories

Inventories are recorded on the basis of standard cost, and cost carryforwards are
calculated on a weighted-average basis. The differences are allocated to cost of
goods sold and ending inventories at the end of each month to reflect actual costs.
The cost of finished products and work in process includes raw materials, direct labor,
other direct costs and production-related manufacturing expenses (apportioned
according to normal production capacity), but excludes loan costs. Inventories at the
end of the period are measured at the lower of cost or net realizable value, and when
comparing the lower of cost or net realizable value, the item-by-item comparison
method is used. Net realizable value is the estimated selling price in the ordinary
course of business less the estimated costs to be invested to completion and the
estimated costs to complete the sale. If the cost is higher than the net realizable value,
a loss on decline in value is recorded and included in current operating costs. If the net
realizable value increases, the valuation allowance is written down to the extent of the
credit balance and included in current operating costs.

(XIV)Impairment of financial assets

On each balance sheet date, after considering all reasonable and verifiable
information (including forward-looking information) for financial assets measured at
amortized cost, the Group will measure the allowance loss based on the expected
12-month credit loss amount for those whose credit risk has not significantly increased
since the initial recognition; For those whose credit risk has significantly increased
since the original recognition, the allowance loss is measured based on the expected
amount of credit loss during the period of existence; for accounts receivable that do
not include significant financial components, the allowance loss is measured based on
the expected amount of credit loss during the period of existence.

(XV) Derecognition of financial assets

When the Group’s contractual rights to receive cash flows from financial assets is
invalidated, financial assets will be derecognized.

(XVI1) Property, plant and equipment

1. Property, plant and equipment, except for those items that have been revalued in
accordance with the law, are based on the acquisition cost and the related interest
is capitalized during the period of purchase and construction.

2. Subsequent costs are included in the book amount of an asset or recognized as a
separate asset only when it is probable that future economic benefits related to the
item will flow to the Group and the cost of the item can be measured reliably. The
book amount of the replaced part of the accounts should be derecognized. All other
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(XVII)

repair costs are recognized in profit or loss in the period in which they are incurred.

. For the subsequent measurement of purchasing cost mode of property, plant and

equipment, except for land, which is not depreciated, depreciation is based on the
straight-line method over the estimated useful life. If the components of property,
plant and equipment are significant, they are depreciated separately.

. The Group reviews the residual value, useful life and depreciation method of each

asset at the end of each fiscal year. If the expected values of residual values and
useful lives differ from previous estimates, or if there is a significant change in the
expected consumption pattern of the future economic benefits included in the asset,
the change in accounting estimates according to the IAS 8, “Accounting policies,
changes in accounting estimates and errors” from the date of the change. The
useful life of each asset is as follows:

Asset name Useful life
Buildings 16 - 56 years
Machinery equipment 5-10 years
Mold equipment 2 - 5 years
Transportation equipment 6 years
Office equipment 5-11 years
Utilities equipment 10 - 16 years
Other equipment 5-11 years

Leasing arrangements (lessee) - Right-of-use Assets

. Leased assets are recognized as right-of-use assets and lease liabilities on the

date they are available for use by the Group. When the lease contract is a
short-term lease or a lease of a low-value underlying asset, the lease payments are
recognized as expenses using the straight-line method during the lease term.

. Lease liabilities recognize the unpaid lease payment at the current value of the

Group’s increased loan rate discounted at the lease inception date. The lease
payment includes fixed benefits, less any lease incentives that may be received.

The subsequent measurement using the interest method is based on the amortized
cost method, and interest expenses are accrued during the lease period. When the
lease term or lease payment change due to non contractual modifications, the
lease liability will be reassessed and the right-of-use asset will be adjusted based
on the re measurement.

. The right-of-use assets are recognized at cost on inception of the lease, and the

cost includes:

(1) The original measured amount of the lease liability;

(2) Any lease payments made on or before the commencement date;

(3) Any original direct costs incurred; and

(4) The estimated cost of dismantling, removing, and restoring the underlying
asset to its location, or restoring the underlying asset to the state required by
the terms and conditions of the lease.

The subsequent measurement is based on a cost model, and the depreciation

expense is recognized at the earlier of the expiration of the useful life of the

right-of-use asset or the expiration of the lease term. When a lease liability is
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revalued, the right-of-use asset will adjust any remeasurement of the lease liability.

4. For lease modifications that reduce the scope of the lease, the lessee will reduce
the book amount of the right-of-use asset to reflect partial or full termination of the
lease, and recognize the difference between it and the remeasured amount of the
lease liability in profit or loss.

(XVIIl) Leasing arrangement (lessor) - operating leases

Lease income from operating leases, net of any incentives given to the lessee, is
recognized in profit or loss on the straight-line amortization method during the lease
term.

(XIX) Investment property

Based on the acquisition cost as the entry basis, the subsequent measurement
adopts the cost model.

(XX) Intangible asset

1. Patent rights

Recognized at acquisition cost and amortized on a straight-line method based on
the estimated benefit period of three years.

2. Computer Software

Recognized at acquisition cost and amortized on a straight-line method based on
the estimated benefit period of three years.

(XXI) Impairment of non-financial assets

The Group estimates the recoverable amount of assets with signs of decrease on the
balance sheet date. When the recoverable amount is lower than their book value,
decrease losses are recognized. The recoverable amount refers to the fair value of an
asset less cost to dispose or its use value, which are higher. When the impairment of
assets recognized in prior years does not exist or decreases, the impairment loss is
reversed, provided that the book amount of the asset increased by the reversed
impairment loss does not exceed the book amount that would have been determined,
net of depreciation or amortization, if no impairment loss had been recognized for the
asset.

(XXII) Loans

It refers to long- and short-term loans from banks. The Group is measured at its fair
value less transaction costs upon initial recognition, and subsequently recognized
interest expense in profit or loss over the period of liquidity using the effective interest
method under the amortization procedure for any difference between the price less
transaction costs and the redemption value.

(XXI1) FEinancial liabilities measured at fair value through profit or loss

1. A financial liability is one that is held for trading for the primary purpose of
repurchasing in the near future or designated the financial liabilities measured at
fair value through profit or loss on initial recognition. The Group designates
financial liabilities as measured at fair value through profit or loss upon initial
recognition when they meet one of the following conditions:
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(1) Itis a hybrid (combined) contract; or
(2) Eliminable or significant reduction in measurement or recognition
inconsistencies; or
(3) The instruments are managed and evaluated on a fair value basis in
accordance with the written risk management policy.
2. The Group is measured at fair value upon initial recognition, with related
transaction costs recognized in profit or loss, and subsequently measured at fair
value, with its profits or losses recognized in profit or loss.

(XX1V) Non-hedging derivative instruments and embedded derivative instruments

1. Non-hedging derivative instruments are measured at fair value on the date of
contract upon initial recognition, and financial assets or liabilities measured at fair
value through profit or loss are subsequently measured at fair value, with its profit
or loss recognized in profit or loss.

2. For hybrid contracts of financial assets embedded in derivative instruments, the
overall hybrid instruments are classified as financial assets measured at fair value
through profit or loss, financial assets measured at fair value through other
comprehensive profit or loss, and financial assets measured at amortized cost
upon initial recognition in accordance with the terms of the contracts.

3. For hybrid contracts of non-financial assets embedded in derivative instruments,
the economic characteristics and risks of the embedded derivative instruments are
closely related to those of the host contracts based on the terms of the contracts at
the time of initial recognition to determine whether they are separated. When
closely related, the overall hybrid instruments are treated according to the
appropriate criteria based on their nature. When not closely related, derivatives are
separated from the host contract and treated as derivatives, with the host contract
treated according to the appropriate criteria based on its nature; or the overall
financial liabilities are designated as financial liabilities measured at fair value
through profit or loss on initial recognition.

(XXV) Accounts and notes payable

1. Debt arising from the purchase of raw materials, goods or services on credit and
negotiable instrument payable arising from operating and non-operating activities
are referred to as debt.

2. Due to the insignificant impact of discounting on short-term accounts and notes
payable with unpaid interest, the Group measures them based on the original
invoice amount.

(XXVI) Derecognition of financial liabilities

The Group shall derecognize financial liabilities upon the carry out, cancellation, or
expiration of obligations specified in the contract.

(XXVIl) Employee benefits

1. Short-term employee welfare

Short-term employee welfare is measured at the non-discounted amount expected
to be paid and are recognized as an expense when the related services are
rendered.
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2. Pension

(1) Defined contribution plans

For defined contribution plans, the amount to be contributed to the pension
fund is recognized as pension cost for the period on an accrual basis. Prepaid
contributions are recognized as assets to within the scope of refundable cash
or reduced future payments.

(2) Defined benefit plans

A. The net obligation under the defined benefit plans is calculated by
discounting the amount of future benefit payments earned by employees
for current or past service and subtracting the fair value of plan assets from
the present value of the defined benefit obligation as of the balance sheet
date. The net defined benefit obligation is calculated annually by the
actuary using the projected unit credit method, and the discount rate is
determined by reference to market yields on government debt (at the
balance sheet date) that correspond to the currency and period of the
defined benefit plan at the balance sheet date.

B. The re-measurement arising from defined benefit plans is recognized in
other comprehensive income in the period in which it occurs and is
expressed in retained earnings.

3. Remuneration to employees and directors

Remuneration to employees and directors is recognized as expenses and liabilities
when there is legal or constructive obligation and the amount can be reasonably
estimated. If the actual allotment amount differs from the estimated amount in a
subsequent decision, the difference is treated as changes in accounting estimates.
In addition, if employees are paid in shares, the basis for calculating the number of
shares is the closing price on the day before the date of the board of directors’
resolution.

(XXVIIl)Income tax

1.

Income tax expense consists of current and deferred tax. Income tax is
recognized in profit or loss, except for those relating to items included in other
comprehensive income or directly in equity, which are included in other
comprehensive income or directly in equity, respectively.

The Group calculates current income taxes based on the tax rates that have been
legislated or substantively legislated at the balance sheet date in the countries in
which the Company operates and generates taxable income. Management
periodically evaluates the status of income tax reporting in relation to applicable
income tax regulations, and estimates the income tax liabilities based on the
expected tax payments to the tax authorities in applicable. The income tax
imposed on undistributed earnings of the Company and its domestic subsidiaries
in accordance with the income tax law is recognized as income tax expense on
undistributed earnings based on the actual distribution of earnings until the
earnings distribution plan is approved by the shareholders’ meeting in the year
following the year in which the earnings are generated.

Deferred income tax is recognized using the balance sheet method on temporary
differences arising between the tax bases of assets and liabilities and their book
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amounts on consolidated balance sheets. Deferred income tax liabilities arising
from goodwill arising from original recognition are not recognized. Deferred
income tax is not recognized if it arises from the original recognition of an asset or
liability in a transaction (other than a business combination) that does not affect
accounting profit or taxable income (tax loss) at the time of the transaction. If the
Group is able to control the timing of the reversal of temporary differences arising
from an investment in a subsidiary and it is probable that the temporary
differences will not reverse in the foreseeable future, the temporary differences
are not recognized. Deferred income tax is based on the tax rates and tax laws
that are expected to apply when the relevant deferred income tax assets are
realized or the deferred income tax liabilities are settled, if legislation has been
legislated or substantively enacted at the balance sheet date.

4. Deferred income tax assets are recognized to the extent that it is probable that
future taxable income will be available against which the temporary differences
can be utilized, and the unrecognized and recognized deferred income tax assets
are reassessed at each balance sheet date.

(XXIX) Share capital

Ordinary shares are classified as equity. The net amount of incremental costs directly
attributable to the issuance of new shares or stock options after deducting income tax
are recognized as a price deduction in equity.

(XXX) Dividends

Dividends distributed to the Company’s shareholders are recognized in the financial
statements when the Company’s shareholders meeting resolves to distribute the
dividends, and the distribution of cash dividends is recognized as liabilities, distributed
stock dividends are recognized as stock dividends to be distributed and are
transferred to common capital on the basis date of issuance of new shares.

(XXXI) Revenue recognition

Product sales

1. The Group mainly manufactures and sells audio and other products, and sales revenue is
recognized when control of the product is transferred to the customer. That is, when the
product is delivered to the customer, the customer has discretion over the channel and
price of product sales, and the Group has no outstanding performance obligations that
may affect the customer’s acceptance of the product. Delivery of products occurs when
the product is delivered to the designated location, the risk of obsolescence and loss has
been transferred to the customer, and the customer accepts the product in accordance
with the sales contract, or there is objective evidence that all acceptance criteria have
been met.

2. Accounts receivable are recognized when the products are delivered to customers, as the
Group has an unconditional right to the contract price from that point onward, and only
time is required to collect the consideration from customers.

(XXXII) Government grants

Government subsidy are recognized at fair value when there is reasonable assurance
that the enterprise will comply with the conditions attached to the government subsidy
and that the subsidy will be received. If the nature of the government subsidy is to
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compensate the Group for expenses incurred, the government subsidy is recognized
in profit or loss on a systematic basis in the period in which the related expenses are
incurred.

(XXXIIl) Operating segments

V.

VI.

The Group’s Operating Department information is reported in a consistent manner
with the internal management reports provided to key operational decision makers.
Key operational decision makers are responsible for allocating resources to Operating
Departments and evaluating their performance.

Maijor sources of uncertainty in material accounting judgments, estimates and assumptions

The Group in preparing the consolidated financial statements, management has exercised
its judgment in determining the accounting policies to be used and has made accounting
estimates and assumptions that are based on reasonable expectations of future events
under the circumstances prevailing at the balance sheet date. Significant accounting
estimates and assumptions made may differ from actual results and will be evaluated and
adjusted on an ongoing basis, taking into account historical experience and other factors.
The estimates and assumptions have a significant risk of causing a material adjustment to
the book amounts of assets and liabilities in the next accounting year. Please see below for
a description of significant accounting judgments, estimates and assumption uncertainties:

Evaluation of inventory

1. As inventories must be valued at the lower of cost and net realizable value, the Group
must use judgment and estimates to determine the net realizable value of inventories on
the balance sheet date. As a result of rapid technological change, the Group assesses
the amount of inventories due to normal wear and tear, obsolescence or lack of market
value on the balance sheet date and reduces the cost of inventories to net realizable
value. This inventory evaluation is mainly based on the estimation of product demand in
a specific period in the future, so there may be significant changes.

2. As of December 31, 2022, the carrying amount of inventories was $496,318.
Statement of important accounting items

() Cash and cash equivalents

December 31, 2022 December 31, 2021

Cash:

Cash on hand $ 415 $ 753

Checking deposits and demand

deposits 474,696 1,025,991

475,111 1,026,744

Cash equivalents:

Time deposits 3,685 69,200

Bonds with repurchase

agreement - 664,350

Notes with repurchase

agreement 39,957 79,952

43,642 813,502
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$ 518,753 $ 1,840,246

1. The financial institutions with which the Group transacts have good credit quality
and the Group transacts with a number of financial institutions to spread credit risk.
The probability of expected default is very low.

2. The Group pledged time deposits with maturities of more than three months and
less than one year of $859,179 and $45,917, respectively, and time deposits of
more than one year of $60,665 and $83,423, respectively, to “Financial assets at

amortized cost-current” and “Financial assets at amortized cost-non-current” as of
December 31, 2022 and 2021.

(I1) Financial assets at fair value through profit or loss - current

Asset item December 31, 2022 December 31, 2021
Financial assets mandatorily

measured at fair value through

profit or loss

Structured deposits $ 344814 $ 338,537
Beneficiary certificates 120,838 93,079
Unlisted stocks 573 573
Listed stocks - 3,405
Derivatives-forward exchange
contracts - -
466,225 435,594
Valuation adjustment ( 3.453) 4,092
$ 462,772 _$ 439,686

1. Details of financial assets measured at fair value through profit or loss recognized in
profit or loss are as follows:

2022 2021
Financial assets mandatorily
measured at fair value through
profit or loss % 17,890) _$ 47,339

2. The transaction and contract information of the Group’s derivative financial assets
for which hedge accounting is not applicable are as follows:

December 31, 2022

ltems Nominal principal Duration of contract
Structured deposits CNY 78,190 (in thousands)  2022.3~2023.12
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December 31, 2021

ltems Nominal principal Duration of contract
Structured deposits CNY 78,000 (in thousands) 2021.7~2022.8
Forward foreign exchange selling

contract USD 11,000 (in thousands)  2021.10~2022.4
Forward foreign exchange buying

contract USD 11,000 (in thousands)  2021.10~2022.4

The structured deposits engaged in by the Group are mainly for the purpose of
trading to earn interest income. The forward foreign exchange contracts that the
Group is engaged in are mainly to avoid exchange risks arising from exchange rate
changes in operating activities, but hedge accounting is not applicable.

3. Please refer to Note XIl, (II) Description of Financial Instruments for credit risk of
financial assets measured at fair value through profit or loss.

(1) Einancial assets at amortized cost

ltems December 31, 2022 December 31, 2021
Current items:

Time deposits with a maturity of
more than three months but less

than one year _$ 859,179 _$ 45,917
Non-current items:
Time deposits with a maturity of $ 28 665 $ 56.423
more than one year ’ ’
Pledged time deposits 32,000 27,000
$ 60,665 _$ 83,423

1. Interest income of $10,634 and $4,367 (shown as “Interest income”) was
recognized in profit or loss in 2022 and 2021, respectively, for the Group’s financial
assets measured at amortized cost.

2. The maximum exposure to credit risk as at December 31, 2022 and 2021 is the
book value of the financial assets measured at amortized cost that best represent
the Group’s holdings, irrespective of collateral or other credit enhancements held.

3. Please refer to Note VIII, Description of Pledged Assets for the information provided
by the Group on pledges of financial assets carried at amortized cost as of
December 31, 2022 and 2021

4. Please refer to Note XIlI, (II) Description of Financial Instruments for information on
the credit risk of financial assets measured at amortized cost. The trading partners
of the Group’s investment in certificates of deposit are financial institutions with
good credit quality, and the possibility of default is expected to be low.

(IV)Account receivable, net

December 31, 2022 December 31, 2021
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Accounts receivable $ 270,924 $ 306,359
Less: Allowance for uncollectible
accounts ( 7,953) ( 14.,946)

$ 262971 _$ 291,413
1. Aging analysis of accounts receivable is as follows:

December 31, 2022 December 31, 2021

Current $ 262,856 $ 291,218
1 to 30 days past due 3,394 801
31 to 60 days past due 14 236
61 to 90 days past due 4,660 70
More than 91days past due
(Note) - 14,034

S 270,924 _$ 306,359

(Note) Accounts receivable that were more than 91 days past due as at December
31, 2022 were written off as uncollectable.

The above aging analysis is based on days past due.

2. As of December 31, 2022 and 2021, accounts receivable were all from contracts
with customers. As of January 1, 2021, the balance of receivables from
contracts with customers amounted to $361,825.

3. The Group did not hold any collateral as security for accounts receivable on
December 31, 2022 and 2021.

4. Please refer to Note XIlI, (II) Description of Financial Instruments for relevant
information on credit risk of accounts receivable.

(V) Inventories

December 31, 2022
Allowance for loss

Cost on decline in value _Book value
Merchandise $ 5,278 ($ 278) § 5,000
Raw materials 318,407 ( 13,051) 305,356
Work in process 45,207 ( 1,169) 44,038
Finished goods 155,350 ( 13,426) 141,924

$ 524,242 ($ 27,924) _$ 496,318
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December 31, 2021
Allowance for loss

Cost on decline in value _Book value
Merchandise $ 5,660 ($ 299) $ 5,361
Raw materials 423,665 ( 9,704) 413,961
Work in process 80,637 ( 2,209) 78,428
Finished goods 190,293 ( 891) 189,402

_$ 700,255 ($ 13,103) _$ 687,152

The costs of inventories recognized as expense for the year:

2022 2021
Cost of goods sold $ 2,433,484 % 2,068,044
Loss on inventory valuation
(Note) 14,714 ( 2,886)
Loss on discarding of
inventory 239 565
_$ 2,448437 $ 2,065,723

(Note)

In the year of 2021, the Group recognized the benefit of inventory
depreciation recovery and recorded a decrease in operating costs due to the
sale and scrapping of inventory for which depreciation losses had been
recorded in the previous year.
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(V1) Property, plant and equipment

January 1, 2022
Cost

Accumulated
depreciation

2022
January 1
Additions

Transferred from
prepayment for
equipment

Acceptance
transfer-in

Depreciation
expense

Disposal
- cost

- Accumulated
depreciation

Net exchange
difference

December 31

December 31, 2022

Cost

Accumulated
depreciation

Buildings
Machinery Mold Transportation Office Utilities Construction
Land Owner-occupied Lease Subtotal equipment equipment equipment equipment equipment in progress Total
$ 155,919 $ 384,975 $ 99,585 $ 484,560 $ 155,643 $ 71,830 $ 5,692 $ 38,691 $ 47,476 $ - $ 959,811
- (_ 274,508) ( 59,832) ( 334,340) ( 116,830) ( 54118) ( 5,119) (_25989) (_ 36,223) - (_572,619)
_$ 155,919 _$ 110467 _$ 309753 _$ 150,220 _$ 38,813 $ 17712 _$ 573 _$ 12,702 _$ 11253 _$ - 87,192
$ 155,919 $ 110,467 $ 39,753 $ 150,220 $ 38,813 $ 17,712  § 573 $ 12,702 $ 11,253 $ - $ 387,192
- 870 - 870 2,273 4,026 - 2,254 648 - 10,071
- - - - - - - - - 3,509 3,509
- - - - 421 2,255 - 611 222 ( 3,509) -
- ( 10,747) ( 1,869) ( 12,616) ( 7,608) ( 6,801) ( 314) | 3,546) ( 1,976) - ( 32,861)
- - - - 1,394) ( 12,549) ( 2,770) ( 1,824) ( 1,604) - ( 20,141)
- - - - 1,359 12,330 2,770 1,792 1,582 - 19,833
- 726 - 726 647 139 6 165 59 - 1,742
_$ 155,919 _$ 101,316 _$ 37,884 _$§ 139,200 _$ 34,511 $ 17112 _$ 265 _$ 12,154 _$ 10184 _$ - _$369.345_
$ 155,919 $ 389,241 $ 99585 § 488,826 $ 159,432 $ 66,862 $ 2,961 $ 40,277 $ 47,292 $ - $ 961,569
- (_287,925) ( 61,701) ( 349,626) ( 124,921) (__49,750) ( 2,696) (__28123) (__37,108) - (_592,224)
_$ 155,919 _$ 101,316 _$ 37,884 _$§ 139,200 _$ 34,511 $ 17112 _$ 265 _$ 12,154 _$ 10184 _$ - _$369.345
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January 1, 2021

Cost

Accumulated
depreciation

2021
January 1
Additions

Transferred from
prepayment for

equipment

Acceptance
transfer-in

Depreciation
expense
Disposal

- cost

- Accumulated
depreciation

Net exchange
difference

December 31

December 31, 2021

Buildings

Cost

Accumulated
depreciation

1. The Group’s property, plant and equipment as at December 31, 2022 and 2021 were for own use except for certain houses and buildings for lease.

Machinery Mold Transportation Office Utilities Construction
Land Owner-occupied Lease Subtotal equipment equipment equipment equipment equipment in progress Total
$ 155,919 $ 386,289 $ 99,585 $ 485874 $154,414 $ 69,088 $ 6,312 $ 35369 $ 49,520 $ - $ 956,496
- (__265,281) ( 57,964) ( 323,245) (_ 113,215) (_ 50,676) ( 4,934) (__26,564) (__ 37,584) - (__556,218)
_$ 155,919 _$ 121,008 $ 41621 _$ 162,629 _$§ 41,199 _$ 18412 _$§ 1,378 _$ 8805 _$ 11,936 S - 400,278
$ 155,919 $ 121,008 $ 41,621 $ 162,629 $ 41,199 $ 18412 $ 1,378 $ 8805 $ 11,936 $ - $ 400,278
- 359 - 359 4,246 5,896 - 3,540 937 - 14,978
- - - - - - - - - 6,572 6,572
- - - - 1,207 767 - 3,849 749 ( 6,572) -
- ( 10,614) ( 1,868) ( 12,482) ( 7,477) ( 6,849) ( 802) ( 3,416) ( 2,346) - ( 33,372)
- ( 418) - | 418) ( 3,319) ( 3,519) ( 605) ( 3,895) ( 3,5631) - ( 15,287)
- 418 - 418 3,193 3,046 605 3,855 3,526 - 14,643
- ( 286) - 286) ( 236) ( 41) ( 3) ( 36) ( 18) - ( 620)
_$ 155,919 _$ 110467 $ 39,753 _$ 150,220 _$ 38,813 $ 17712 _$ 573 _$ 12,702 _$ 11,253 $ - _$387.192
$ 155,919 $ 384,975 $ 99,585 $ 484,560 $ 155,643 $ 71,830 $ 5,692 $ 38691 $ 47,476 $ - $ 959,811
- (___274,508) ( 59,832) ( 334,340) (_ 116,830) (_ 54.118) ( 5,119) (__25989) (_ 36,223) - (_572,619)
_$ 155,919 _$ 110467 $ 39753 _$ 150,220 _$ 38,813 $ 17712 _$ 573 _$ 12,702 _$ 11,253 $ - _$387.192

2. There was no capitalization of loan costs in respect of property, plant and equipment during Year 2022 and 2021.
3. Please refer to Note VIII, Description of Pledged Assets for on the pledge of property, plant and equipment by the Group as of December 31, 2022 and 2021
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(VIl) Leasing arrangements —lessee

1.

6.

. The book value and recognized depreciation expense

The underlying assets leased by the Group include land, buildings, and
multifunctional office machines. The lease contract period typically ranges from 1 to
50 years. Leasing contracts are negotiated individually and contain various terms
and conditions. There are no other restrictions imposed except that the leased
assets may not be used as loan guarantees.

. The lease period of some buildings leased by the Group shall not exceed 12

months; Leasing an asset that is a low value subject is a multifunctional transaction
machine.

information of the
right-of-use assets are as follows:

December 31, 2022
Carrying amount

December 31, 2021
Carrying amount

Land $ 31,871  $ 32,629
Buildings 967 1,824
S 32,838 % 34,453
2022 2021
Depreciation expense Depreciation expense
Land $ 1,290 $ 1,263
Buildings 1,024 898
S 2314 $ 2,161

. The Group’s increase in use right assets in 2022 and 2021 was $- and $1,903,

respectively.

. Information on profit and loss items related to lease contracts is as follows:

ltems affecting current profit

and loss 2022 2021

Interest expense on lease

liabilities $ 108 S
Expense on short-term lease 57 294
contracts

Expense on leases of 35 51

low-value assets

The Group’s total rental cash outflows in 2022 and 2021 were $1,155 and $1,171,
respectively.
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(V1) Leasing transaction-lessor

1. The underlying assets leased by the Company are buildings and the lease contract
period typically ranges from 1 to 5 years. The lease contract is negotiated
individually and contains various terms and conditions. To preserve the use of
leased assets, lessees are generally required not to use the leased assets as
security for borrowings.

2. The Group recognized rental income of $10,327 and $9,779 (shown as “operating
income” and “other income”) based on operating lease contracts in Year 2022 and
Year 2021 respectively, in which no variable lease payments were made.

3. The analysis of the expiry dates of lease payments under operating leases of the
Group is as follows:

December 31, 2022 December 31, 2021
Within next 1 year $ 6,188 $ 10,046
Next 1~2 years 4,435 1,753
Next 2~3 years 3,696 -

_$ 14,319 _$ 11,799
(IX)Investment property, net
2022 2021
Land Land
Cost

Beginning and ending balances_$ 167,437 _$ 167,437

1. Rental income and direct operating expenses of investment property:

2022 2021
Rental income from investment
property $ - 9 -
Direct operating expenses
arising from the investment
property that did not generate
income during the year $ 1621 _$ 1,542

2. The fair values of the investment property held by the Group as of December 31,
2022 and 2021 were $329,488 and $327,145, respectively, which are fair values at
level 3 based on the published land present value evaluation results for each land.

3. There was no capitalization of loan costs in respect of investment property during
Year 2022 and 2021.
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4. The Group did not provide guarantee for investment property as of December 31,
2022 or 2021.

(X) Short-term loans

Type of loans December 31, 2022 Interest rate range Collateral
Bank loans

Unsecured bank

loans $ 60.000  1.99% None

Type of loans December 31, 2021 Interest rate range Collateral
Bank loans

Unsecured bank

loans 3 704,000 0.62%~0.79% None

Please refer to Note VI, (XX) Description of Finance Costs for details of the Group’s
interest expenses recognized in profit or loss for Year 2022, 2021.

(XI)Short-term notes and bills payable

December 31, 2021 Interest rate range Collateral

Commercial papers
payable $ 300,000 0.84%~0.85% None

1. None on December 31, 2022.

2. The above commercial promissory notes payable is guaranteed to be issued by
China Bills Finance Corporation and Mega Bills Finance Corporation for
short-term capital turnover.

3. Please refer to Note VI, (XX) Description of Finance Costs for details of the
Group’s interest expenses recognized in profit or loss for Year 2022, 2021.

(XII) Pensions

1. The Company has defined benefit retirement scheme in accordance with the
provisions of ROC Labor Standards Act, which is applicable to the length of service
of all regular employees before the implementation of ROC Labor Pension Act on
July 1, 2005 and the subsequent length of service of employees who elect to
continue to apply ROC Labor Standards Act after the implementation of Labor
Pension Act. For employees who are eligible for retirement, the pension shall be
paid based on the length of service and the average salary of the six months prior
to retirement. Two bases shall be given for each full year of service within 15 years
(inclusive), and one base shall be given for each full year of service beyond 15
years, subject to a cumulative maximum of 45 bases. The Company contributes
3.5% of total salaries to a monthly pension fund, which is deposited in the Bank of
Taiwan in the name of the Labor Pension Fund Supervisory Committee. In addition,
before the end of each year, the Company shall estimate the balance in the special
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account of labor retirement reserve referred to in the preceding clause. If the
balance is not enough to pay the amount of pension calculated as mentioned
above for the estimated eligible workers in the next year, the Company shall make
a single appropriation for the difference before the end of March of the next year.
The relevant information of the Company’s retirement payment method determined
according to the previous disclosure is as follows:

(1) The amounts recognized in the balance sheet are as follows:

December 31, 2022 December 31, 2021
Present value of defined ($ 97,939) (% 98,688)
benefit obligations
Fair value of plan assets 76,361 65,384
Net defined benefit (3 21,578) ($ 33,304)
liability

(2) Movements in present value of defined benefit obligations are as follows:

Present value of

defined benefit Fair value of plan Net defined
obligations assets benefit liability
2022
Balance at January 1 ($ 98,688) $ 65,384 ($ 33,304)
Current service cost ( 847) - | 847)
Interest (expense) ( 592) 392 ( 200)
income
( 100,127) 65,776 ( 34,351)
Remeasurements:
Return on plan assets - 5,067 5,067
(excluding amounts
included in interest
income or expense)
Change in financial 1,744 - 1,744
assumptions
Experience
adjustments 444 - 444
2,188 5,067 7,255
Pension fund
contribution - 5,518 5,518
Balance at December 31($ 97,939) _$ 76,361 ($  21,578)
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(3)

(4)

Present value of

defined benefit Fair value of plan Net defined
obligations assets benefit liability
2021
Balance at January 1 ($ 98,271) $ 64,097 ($ 34,174)
Current service cost ( 759) - ( 759)
Interest (expense) ( 197) 128 ( 69)
income
( 99,227) 64,225 ( 35,002)
Remeasurements:
Return on plan assets - 1,028 1,028
(excluding amounts
included in interest
income or expense)
Change in population ( 35) - | 35)
assumptions
Change in financial 1,643 - 1,643
assumptions
Experience
adjustments ( 2,716) - | 2,716)
( 1,108) 1,028 ( 80)
Pension fund
contribution - 1,778 1,778
Paid pension 1,647 ( 1,647) -
Balance at December 31($ 98,688) _$ 65,384 ($  33,304)

The assets of the Company’s defined welfare retirement plan fund are
entrusted by Bank of Taiwan according to the proportion and amount of
entrusted business items set by the investment and operation plan of the
fund, according to the items in Article 6 of the Measures for the Custody and
Operation of Income and Expenditure of Work Retirement Fund (i.e.
depositing in domestic and foreign financial institutions, investing in domestic
and foreign listed, OTC or private equity securities, and investing in
securitized goods of domestic and foreign movable property, etc.), and the
relevant application is supervised by the Labor Retirement Fund Supervision
Committee. For the use of the fund, the minimum income to be distributed
each year shall not be lower than the income calculated by the two-year time
deposit interest rate of the appropriate bank. If there is any deficiency, it shall
be fully funded by the state database after being approved by the competent
authority. As the Company does not have the right to operate and manage
the fund, it is not possible to disclose the classification of the fair value of
planned assets in accordance with Paragraph 142 of International
Accounting Standards No.19. For the fair value of the fund’s total assets on
December 31, 2022 and 2021, please refer to the employment report of the
labor retirement fund in each year announced by the government.

Actuarial assumptions about pensions are summarized as follows:

2022 2021
Discount rate 1.10% 0.60%
Future salary increases 1.00% 1.00%
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Assumptions about mortality rates in the future are estimated based on
published national statistics and experience.

The analysis of the current value of the defined benefit obligation as a result
of changes in the key actuarial assumptions used is as follows:

Discount rate Future salary increases
Increased Reduced Increased Reduced
0.25% 0.25% 0.25% 0.25%

December 31, 2022

Effect on present value of

defined benefit obligation (% 848) _$ 864 _$ 646 ($ 638)
December 31, 2021

Effect on present value of

defined benefit obligation (% 979) _$ 999 _§$ 773 (§ 762)

The sensitivity analysis above is based on the analysis of the impacts of
changes in a single assumption with the other assumptions held constant.
Changes in many of the assumptions in practice may be interlocking. The
sensitivity analysis is consistent with the method used to calculate the net
pension liabilities of the balance sheet. The methods and assumptions used
in the preparation of sensitivity analysis in this year are the same as those in
the previous year.

(5) Expected contributions to the defined benefit pension plans of the Company
for the year 2023 amount to $357.

(6) As of December 31, 2022, the weighted average duration of the retirement
plan is 4 years. The analysis of timing of the future pension payment was as

follows:

Within next 1 year $ 31,882
Next 2-5 years 45,701
Next over 6 years 24,279

$ 101,862

2. Since July 1, 2005, the Company has established a retirement scheme with definite
contribution according to ROC Labor Pension Act, which is applicable to
employees of this nationality. In respect of the employees’ election to apply the part
of the labor pension system under ROC Labor Pensions Act, the Company shall
pay a labor pension at 6% of their salaries to the individual accounts of the Bureau
of Labor Security for each month, and the employees’ pension shall be paid either
as a monthly pension or as a lump sum pension based on the amount of the
individual pension accounts and accumulated earnings of the employees. For
employees of subsidiaries in Hong Kong and China, the Company appropriates a
certain percentage of the employees’ salary or amounts based on their age in
accordance with local governmental pension system. The pensions of all
employees are managed by the government. Other than the monthly contributions,
the subsidiaries have no further obligations. The pension costs recognized by the
Group in 2022 and 2021 under the above pension scheme were $23,075 and
$21,592, respectively.

(XIIT) Share capital
1. The number of outstanding shares of the Company’s common stock at the

beginning and the end of the period is adjusted as follows: (unit: thousand
shares)
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2022 2021
Beginning and ending balances 79,999 79,999

2. As of December 31, 2022, the Company’s rated capital was $1,450,000, and its
paid-in capital was $799,994, which was divided into 79,999 thousand shares,
each of which was issued in installments at the amount of NT$ 10. All the shares
of the Company’s issued shares have been received.

(XIV) Additional Paid-In Capital

(XV)

In accordance with the provisions of the Company Act of ROC, the capital surplus
from the issuance of shares in excess of par value and share premium from gifts
may, in addition to being used to make up for losses, be issued as new shares or
cash in proportion to the shareholders’ original shares when there is no
accumulated deficit. In addition, in accordance with the relevant provisions of the
Securities and Exchange Act of ROC, the total amount shall be limited to an annual
aggregate amount not exceeding 10% of the paid-in capital when the above share
premium is appropriated for capital. The Company may not use the additional
paid-in capital to supplement capital deficits unless the deficits are met from
surplus reserves.

Retained Earnings

1. The legal reserve shall not be used except to make up the losses or to issue new
shares or cash in proportion to the shareholders’ original shares, provided that
the amount of new shares or cash issued shall be limited to the extent that such
reserve exceeds 25% of the paid-in capital.

2. Pursuant to the Company’s Articles of Incorporation, the Company’s market in a
steadily growing industry. To be in line with the Company’s long-term business
development, future capital needs, long-term financial plans, and fulfillment of
shareholders’ need for cash inflow, if the Company has earnings for the year, it
distributes the earnings in the following order: (1) Pay taxes. (2) Set off
accumulated deficits. (3) Appropriate 10% as legal reserve. However, this limit
does not apply when the legal reserve has reached the amount of paid-in capital.
(4) Appropriate or reverse to special reserve as required by the competent
authority. (5) If there is any remaining balance after deducting the amounts in (1)
to (4) above, combined with the accumulated undistributed earnings of the
previous year, the Company shall, after taking into account the Company’s future
business scope expansion and cash flow requirements, prepare a proposal for
the distribution of earnings based on the distributable earnings and distribute
dividends and bonuses to shareholders of not less than 10%, and the total
amount of cash dividends shall not be less than 10% of the total amount of
dividends paid to shareholders, subject to a maximum of 100%, which shall be
determined by the Board of Directors to retain or distribute stock dividends and
cash dividends, and shall request the approval of the shareholders’ meeting. The
ratio of the share and cash dividends may be adjusted based on actual profit and
capital of the year upon approval at the Shareholders’ Meeting.

3. Special reserves
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(1) When the Company distributes the surplus, it is required by law to set aside
the special reserves for the debit balance of other equity items on the
balance sheet date of the current year, and then when the debit balance of
other equity items is reversed, the reversal amount may be included in the
distributable surplus.

(2) When adopting IFRSs for the first time, according to the special reserves set
aside by letter JGZF No. 1010012865 dated April 6, 2012, when the
Company uses, disposes of or reclassifies the related assets later, the
proportion of the originally set aside special surplus reserve will be reversed.
If the above-mentioned related assets are investment property, the land part
will be reversed during the disposal or reclassification, and the part other
than the land will be reversed periodically during the use period.

4. The cash dividends recognized by the Company for distribution to owners in Year
2022 and 2021 were $95,999 (NT$ 1.2 (in dollars) per share) and $119,999 (NT$
1.5 (in dollars) per share) respectively. On February 24, 2023, the board of
directors proposed to distribute a cash dividend of $199,999 (NT$ 2.5 (in dollars)
per share) to the surplus for Year 2022.

(XVI)  Operating revenue

1. Classification of revenue from contracts with customers

The Group’s revenue arises from the provision of goods and services transferred
at a point in time and from lease income transferred over time, segmentation by
the point in time of transfer as follows:

2022 2021
Contract revenue from customers:
At a point in time $ 3,075,067 $ 2,476,014
Over time 10,124 9,633
S 3,085,191 _$ 2,485,647

2. Contract liabilities

The amounts of contract liabilities relating to the Group’s recognition of contract
revenue from customers as at December 31, 2022, December 31, 2021, January
1, 2021 were $40,741, $34,088 and $16,948 respectively. The amount of
revenue recognized for opening contract liabilities in year 2022 and 2021 was
$26,892 and $15,327 respectively.

(XVII) Interest income

_2022 2021
Interest income from bank deposits  $ 5170 $ 4,793

Interest income from financial assets
measured at amortized cost

10,634 4,367
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Other interest income 353 303

_$ 16,157 _$ 9,463
(XVIIl) Other income
2022 2021
Dividend income $ 645 $ 770
Rental income 203 146
Government grants income 9,029 2,385
Other income 5,099 4,518
$ 14,976 _$ 7,819
(XIX)  Other gains and losses
2022 2021
(Loss) gain on disposal of investment ($ 36,029) $ 32,639
Net currency exchange gain 123,790 5,602
Net loss on financial assets at fair
value through profit or loss ( 7,639) ( 10,060)
Net gain on disposal of property, plant
and equipment 402 146
Other losses ( 303) ( 304)
$ 80,221 _$ 28,023
(XX)  FEinance costs
2022 2021
Interest expense:
Bank loans $ 4460 $ 3,729
Lease liabilities 10 5
Others 434 182
$ 4904 _$ 3,916

(XXI)  Additional information of expenses by nature

2022

Operating cost Operating expense Total
Employee benefit expenses $ 321,540 $ 231,305 $ 552,845
Depreciation 24,019 11,156 35,175
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Amortization - 134 134

_$ 345559 _$ 242,595 _$ 588,154
2021
Operating cost Operating expense Total
Employee benefit expenses $ 288588 % 166,902 $ 455,490
Depreciation 23,541 11,992 35,533
Amortization - 466 466
_$ 312,129 _$ 179,360 _$ 491,489

(XXII) Employee benefit expenses

2022
Operating cost Operating expense Total
Wages and salaries $ 290,183 § 201,253 § 491,436
Labor and health
insurance expenses 4,007 9,955 13,962
Pension costs 15,543 8,579 24,122
Other personnel
expenses 11,807 11,518 23,325
$ 321,540 _$ 231,305 _$ 552,845
2021
Operating cost Operating expense Total
Wages and salaries $ 258,296 § 139,312  § 397,608
Labor and health
insurance expenses 3,566 9,893 13,459
Pension costs 14,033 8,387 22,420
Other personnel
expenses 12,693 9,310 22,003
$ 288,588 _§ 166,902 _$ 455,490

1. Pursuant to the Company’s Articles of Incorporation, shall there be profit for
the year after off-setting all accumulated deficits, the Company may distribute
no less than 5% and no more than 15% of the profit as remuneration to
employees and directors, respectively.

2. The estimate of the Company’s remuneration to employees and Directors in
2022 and 2021 are $53,683 and $23,705, respectively. The salary expense
items listed in the above amount are estimated based on the profit situation of
each year and the percentage stipulated in the Company’s Articles of
Incorporation. In 2022, the board of directors decided that the actual allocation
amount was $53,683, of which the employee remuneration would be paid in
cash. The total amount of remuneration to employees and directors in 2021 as
determined by the board of directors is $23,705, which is consistent with the
amount recognized in Year 2021 financial report. Information about the
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remuneration to employees and directors approved by the board of directors
of the Company can be inquired at the Market Observation Post System
(MOPS).

(XXI1) Income tax

1. Income tax expense
(1) Components of income tax expense:

2022 2021
Current income tax:
Income tax incurred in current year $ 86,500 $ 54,139
Tax on unappropriated earnings 1,645 2,223
Over provision of prior year's income
tax payable ( 6,188) ( 5,183)
Total current income tax 81,957 51,179
Deferred income tax:
Origination and reversal of temporary
differences 29,344 5,799
Income tax expense _$ 111,301 _$ 56,978
(2) The income tax relating to components of other comprehensive income is as
follows:
2022 2021
Remeasurement of defined benefit obligations $ 1,451 (% 16)
Currency translation differences 11,372 ( 3,323)
_$ 12,823 ($ 3,339)

2. Reconciliation between income tax expense and accounting profit:

2022 2021

Tax calculated based on profit before tax

and statutory tax rate (Note) $ 103,319 $ 56,628
Effect from items disallowed by tax regulation 12,525 1,420
Tax on undistributed earnings 1,645 2,223
Tax effect of the minimum tax ( 6,188) ( 5,183)
Number of income tax impacts under the minimum
tax burden system - 1,890
Income tax expense _$ 111,301 _$ 56,978

(Note) The applicable tax rate is calculated based on the tax rate applicable to
income in the relevant country.
3. Amounts of deferred tax assets or liabilities as a result of temporary differences
are as follows:

2022
Recognised in
Recognised other
in profitor ~ comprehensive
January 1 loss income December 31

Deferred tax assets
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Temporary differences:
Allowance for doubtful

accounts $ 2458 ($ 1,443) $ - $ 1,015
Loss on inventory 328 112 - 440
Unused compensated

absences 963 24 - 987
Unrealized exchange loss 5681 ( 5,681) - -
Pensions 6,961 ( 959) ( 1,451) 4,551

Currency translation
differences 26,070 - ( 11,372) 14,698

$ 42461 ($  7.947) (5 12.823) _$ 21,691

Deferred tax liabilities

Temporary differences:
Incremental tax on land

revaluation ($ 63541) §$ - $ - ($ 63,541)

Unrealised gain and loss

on financial instruments ~ ( 189) 189 - -

Unrealized exchange gain - | 5,518) - ( 5,518)

Investment income ( 156,589) ( 7,520) - ( 164,109)

Investment income -

subsidiaries ( 43,315) ( 8,548) - 51,863)
($ 263634) ($ 21,397) % - ($ 285,031)

$ 221,173) (§ 29.344) ($ 12,823) ($ 263.340)
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Recognised in
other

Recognised in comprehensive

January 1 profit or loss  income December 31
Deferred tax assets
Temporary differences:

Allowance for doubtful

accounts $ 2,625 ($ 167) $ - $ 2,458

Loss on inventory 291 37 - 328

Unused compensated

absences 946 17 - 963

Unrealized exchange loss - 5,681 - 5,681

Pensions 7,206 ( 261) 16 6,961

Currency translation

differences 22,747 - 3,323 26,070
_$ 33815 § 5307 _$ 3339 _$ 42461

Deferred tax liabilities
Temporary differences:

Incremental tax on land

revaluation ($ 63541) $ - $ - ($ 63541)

Unrealised gain and loss

on financial instruments  ( 1,011) 822 - ( 189)

Unrealized exchange gain( 2,432) 2,432 - -

Investment income ( 148,784) ( 7,805) - ( 156,589)

Investment income -

subsidiaries ( 36,760) ( 6,555) - 43,315)
(§ 252528) ($§ 11,106) _$ - ($ 263.634)
($§ 218713) ($ 5799) _$ 3,339 ($ 221,173)

4. The effective period of the Group’s unused tax losses and related amounts of
unrecognized deferred income tax assets are as follows:

December 31, 2022

Year of Unrecognized
occurren Declared/approved Amount notyet deferred income  Last deduction
ce amount deducted tax assets year
2016 $ 529 § 529 § 529 2026
2019 950 950 950 2029
2020 1,396 1,396 1,396 2030
2021 1,165 1,165 1,165 2031
2022 872 872 872 2032
$ 4912 % 4912 % 4,912
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December 31, 2021

Year of Unrecognized
occurrenc Declared/approved Amount not yet deferred income Last deduction
e amount deducted tax assets year
2016 $ 529 $ 529 $ 529 2026
2019 950 950 950 2029
2020 1,396 1,396 1,396 2030
2021 1,607 1,607 1,607 2031
$ 4482 _§ 4,482 4,482

5. Deductible temporary differences not recognized as deferred income tax assets:

December 31, 2022 December 31, 2021
Deductible temporary
differences:
Loss on decline in value
of inventories $ 25,722 3 11,462

6. The company’s income tax for profit-making enterprises was approved by the tax
collection authority until year 2020, and there was no administrative remedy as of
February 24, 2023.

(XXIV) Earnings per share

2022
Weighted
average number
of ordinary
shares
outstanding Earnings per
Amount after  (shares in share
tax thousands) (in dollars)
Basic earnings per share
Profit attributable to ordinary shareholders of
the parent company $ 308,685 79,999 3.86

Diluted earnings per share

Profit attributable to ordinary shareholders of

the parent company $ 308,685 79,999
Assumed conversion of all dilutive potential

ordinary shares

Employees’ compensation - 1,385
Profit attributable to ordinary shareholders plus
assumed conversion of all dilutive potential
ordinary shares _$ 308,685 81384 _$ 3.79
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2021

Amount after
tax

Weighte
average
number
ordinary

outstanding

(shares
thousan

d

of
shares

in share
ds) (indo

Earnings per

llars)

Basic earnings per share
Profit attributable to ordinary shareholders of

the parent company _$ 143,295

79,999 _$

1.79

Diluted earnings per share
Profit attributable to ordinary shareholders of

the parent company $ 143,295

Assumed conversion of all dilutive potential
ordinary shares
Employees’ compensation

79,999

704

Profit attributable to ordinary shareholders
plus assumed conversion of all dilutive

potential ordinary shares _$ 143,295

80,703 _$

1.78

(XXV) Supplemental cash flow information

1. Investment activities with partial cash payments:

2022
Purchase of property, plant and equipment $
Add: Beginning balance of other payables
Less: Ending balance of other payables the
period (

10,071
982

406)

2021
$

(

14,978
2,663

982)

Cash paid for acquisition of property, plant
and equipment

10,647

$

16,659

2. Operating activities with no cash flow effects:

2022
Write-off of allowance for doubtful account _$

14,034

2021
_$

3. Investing activities with no cash flow effects:

2022
Prepayment for equipment transferred to
property, plant and equipment _$

3.509

2021

_$

6.572

(XXVI1) Changes in liabilities from financing activities
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VIl. Related party transactions

Post-employment benefits

VIIl. Pledged assets

Pledged asset

Buildings and structures, net

(Note 2)

Short-term Guarantee Total liabilities
Short-term  notes and Lease deposits from financing
loans bills payable liabilities received activities
Balance at January 1,
2022 $ 704,000 $ 300,000 $ 1824 $ 2110 $1,007,934
Changes in cash flow
from financing activities ( 644,000) ( 300,000) ( 1,053) 83 ( 944,970)
Changes in other
non-cash items - - 200 - 200
Balance at December
31, 2022 _$ 60,000 _% - 9 971 _$ 2,193 _$ 63,164
Short-term Guarantee Total liabilities
Short-term  notes and Lease deposits from financing
loans bills payable liabilities received activities
Balance at January 1,
2021 $ 380,000 $ - $ 836 $ 2,110 $ 382,946
Changes in cash flow
from financing activities 324,000 300,000 ( 891) - 623,109
Changes in other
non-cash items - - 1,879 - 1.879
Balance at December
31, 2021 $ 704,000 $300,000 _$ 1824 _$ 2,110 _$1.007,934
Key management levels compensation:
2022 2021
Salaries and other short-term employee benefits $ 37,257 25,458
318 352
_$ 37,575 _$ 25,810
The details of the guarantee provided by the Group’s assets are as follows:
December 31, 2022 December 31, 2021 Purpose
Time deposits (Note 1) $ 32,000 $ 27,000  Guarantee to provide
endorsement guarantee
for subsidiaries
Guarantee of financing
29,002 33,260  limit
$ 61,002 _$ 60,260

(Note 1) It is shown under “Financial assets at amortized cost - non-current”.
(Note 2) It is shown under “Property, plant and equipment”.
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IX. Significant contingent liabilities and unrecognized contract commitments

() As of December 31, 2022 and 2021, the contracted unpaid amounts of prepaid
equipment of the Group were $110 and $1,264 respectively.

(Il) Please refer to Note XllI, (I) 2. Description of provision of endorsements and
guarantees to others for details of the Group’s endorsement/guarantee for others.

X. Significant disaster losses

None.

XI. Significant events after the balance sheet date

None.
XIl. Others

(1)

(1)

Capital management

The Group’s capital management objectives are to safeguard the Group’s ability to
continue as a going concern, maintain an optimal capital structure to reduce the
cost of capital, provide compensation to shareholders, and ensure that necessary
financial resources and operating plans are in place to cover the working capital,
capital expenditures, R&D expenses, debt repayment and dividend expenditures in
the next 12 months.

Financial instrument

1

. Classification of financial instruments

For the types of financial instruments of the Group, please refer to Note VI for the
description of financial assets and liabilities.

(1)

3)

. Risk management policies

The Group’s daily operations are affected by many financial risks, including
market risk (including exchange rate risk, interest rate risk and price risk),
credit risk and liquidity risk. In order to reduce the adverse impact on the
financial performance of the Group caused by uncertainties, the Group
entered into forward exchange rate contracts to avoid exchange rate risk;
contracts that are also committed to foreign exchange transactions convert
future changes in cash flows into fixed amounts. Derivatives are committed
by the Group for hedging purposes and are not for trading or speculation
purposes.

Risk management is performed by the finance department of the Group in
accordance with policies approved by the Board. The Finance Department of
the Group is responsible for identifying, evaluating and avoiding financial
risks. The Board of Directors has written principles on overall risk
management, and also provides written policies on specific areas and
issues, such as exchange rate risk, interest rate risk, credit risk, the use of
derivative and non-derivative financial instruments, and the investment of
surplus liquidity. Please refer to Note VI, (II) Description of Financial Assets
at Fair Value through Profit or Loss - Current.

For information on undertaking derivative instruments to avoid financial risks,
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please refer to Note VI, (II) Description of Financial Assets at Fair Value
through Profit or Loss - Current.

3. Significant financial risks and degrees of financial risks
(1) Market risk
Foreign exchange risk

A. The Group operates internationally, so it is exposed to exchange rate
risks arising from transactions different from the functional currency of the
Company and its subsidiaries, mainly USD and CNY. The related
exchange rate risk comes from future commercial transactions and
recognized assets and liabilities.

B. The management of the Group has formulated policies to require the
Company in the Group to manage the exchange rate risk relative to its
functional currency. Each company shall hedge its overall exchange rate
risk through the Finance Department of the Group. The measurement of
exchange rate risk is to use forward foreign exchange contracts to reduce
the impact of exchange rate fluctuations on the expected purchase cost of
inventory through the expected transactions of USD and RMB
expenditures that are highly likely to occur.

C. The Group uses forward exchange rate transactions to avoid exchange
rate risks, but hedging accounting is not applied. Please refer to Note VI,
(I1) Description of Financial Assets at Fair Value through Profit or Loss -
Current.

D. The Group’s risk management policy is to provide appropriate hedging
against the expected future cash flows in the major currencies, mainly for
export sales and inventory purchases, in order to reduce the exposure in
the major currencies.

E. The Group holds investments in certain foreign operating institutions
whose net assets are exposed to foreign currency translation risk.

F. The Group’s operations involve certain non-functional currencies (the
functional currency of the Company and certain subsidiaries is NTD, and
the functional currency of certain subsidiaries is USD and CNY), so
foreign currency assets and liabilities that are subject to exchange rate
fluctuations and have a significant impact on exchange rate fluctuations
are as follows:

December 31, 2022
Foreign currency
(in thousands) Exchange rate Book value

(Foreign currency: functional
currency)

Financial assets
Monetary items
USD:NTD $ 12,904 30.71 $ 396,277
USD:CNY 10,270 6.96 315,402
CNY:USD 1,256 0.14 5,538
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HKD:USD 895 0.13 3,525

Financial liabilities
Monetary items

USD:NTD 10,205 30.71 313,405
USD:CNY 15,085 6.96 463,253
NTD:USD 2,627 0.03 2,627

December 31, 2021
Foreign currency

(in thousands) Exchange rate _Book value
(Foreign currency: functional
currency)
Financial assets
Monetary items
USD:NTD $ 63,491 27.68 $ 1,757,435
USD:CNY 10,777 6.38 298,314
CNY:USD 1,431 0.16 6,213
HKD:USD 1,058 0.13 3,756
Financial liabilities
Monetary items
USD:NTD 3,610 27.68 99,926
USD:CNY 28,056 6.38 776,579
NTD:USD 2,706 0.04 2,706

The sensitivity analysis of foreign currency exchange rate risk is mainly
calculated for foreign currency monetary items at the end of the financial
reporting period. When NTD appreciates/depreciates by 1% against
foreign currencies, and all other factors remain unchanged, the after-tax
net profit of the Group in 2022 and 2021 will increase/decrease by ($585)
and $11,865 respectively.

G. The total amount of all exchange gains (including realized and unrealized)
recognized by the Group for monetary items in 2022 and 2021 due to
exchange rate fluctuations was $123,790 and $5,602, respectively.

Price risk

A. The Group’s equity instruments exposed to price risk are financial assets

held at fair value through profit or loss. In order to manage the price risk of
equity instrument investment, the Group diversified its investment
portfolio according to the limit set by the Group.

B. The Group mainly invests in equity instruments and open-end funds
issued by domestic companies, and the prices of these equity instruments
will be affected by the uncertainty of the future value of the investment
target. The sensitivity analysis of the price risk of equity instruments is
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based on the change of fair value at the end of the financial reporting
period. If the price of these equity instruments increases/decreases by 1%,
and all other factors remain the same, the after-tax net profit in 2022 and
2021 will increase/decrease by $1,086 and $935 respectively due to the
profit or loss from equity instruments measured at fair value through profit
or loss.

Cash flow and fair value interest rate risk

A.Some of the loans of the Group are floating interest rate financial products,
so changes in market interest rates will change the effective interest rates
of debt-based financial products accordingly, resulting in fluctuations in
future cash flows, but some of the risks are offset by cash held at floating
rates and cash equivalents, while loans issued at fixed rates expose the
Company to fair value interest rate risks.

B. If the loan rate had been increased/decreased by 10%, net profit after tax
for 2022 and 2021 would have been decreased or increased by $490 and
$392 respectively, with all other factors held constant, primarily due to the
increase or decrease in interest charges on floating interest rate loans.

(2) Credit risk

A. The Group’s credit risk is the risk of financial loss to the Group arising
from the inability of a customer or a counterparty to a financial instrument
to meet its contractual obligations. It arises primarily from the
counterparty’s inability to settle accounts receivable that are payable on
collection terms.

B. The Group has established credit risk management from a group
perspective. In accordance with internally defined credit policies, each
operating entity and each new customer within the Group is required to
conduct management and credit risk analysis before setting the terms and
conditions for payment and delivery. Internal risk control is to evaluate the
credit quality of customers by considering their financial status, past
experience and other factors. The limit of individual risks is set by the
board of directors according to internal or external ratings, and the use of
credit lines is regularly monitored.

C. The Group adopts the following assumptions provided by IFRS 9 as the
basis for judging whether the credit risk of financial instruments has
increased significantly since the original recognition: When the contract
payment is overdue for more than 60 days according to the agreed
payment terms, it is deemed that the credit risk of financial assets has
increased significantly since the original recognition.

D. The Group adopts the premise provided by IFRS 9, and when the contract
payment is overdue for more than 180 days according to the agreed
payment terms, it is deemed to have breached the contract.

E. The Group will group customers’ accounts receivable according to the
characteristics of customers’ rating, and adopt simplified methods to
adjust the estimated expected credit loss based on the historical and
current information of a specific period. The following table shows the
changes in the loss allowance for accounts receivable adopted by the
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Group in a simplified way:

2022 2021
Balance at January 1 $ 14,946 $ 17,285
Expected credit losses (gains) 7,041 ( 2,339)
Write-offs due to irrecoverable
amounts ( 14,034) -
Balance at December 31 S 7,953 S 14,946

(3) Liquidity risk

A. Cash flow forecasts are performed by each operating entity within the
Group and are summarized by the Group’s Finance Department. The
Group’s Finance Department monitors the forecast of the Group’s liquidity
needs to ensure that it has sufficient funds to meet its operating needs
and maintains sufficient unspent loan commitments at all times to ensure
that the Group has sufficient financial flexibility.

B. If the remaining cash held by each operating entity exceeds the amount
needed to manage working capital, the Group’s Finance Department
coordinates the planning of investing the remaining funds in
interest-bearing demand deposits, time deposits, structured deposits and
marketable securities with instruments of appropriate maturity or sufficient
liquidity to respond to the above forecasts and provide sufficient level of
dispatch, which are expected to generate cash flow immediately to
manage liquidity risk.

C. The details of the Group’s unused loans are as follows:

December 31, 2022 December 31, 2021

Floating rate

Expiring within one year $ 1,403,721 _$ 523,968

D. The following table shows the Group’s non-derivative financial liabilities
and derivative financial liabilities for net or total settlement, grouped by
the relevant maturity date. Non-derivative financial liabilities are analyzed
based on the remaining period from the balance sheet date to the
contractual maturity date; derivative financial liabilities are analyzed
based on the remaining period from the balance sheet date to the
expected maturity date. The contractual cash flow amounts disclosed in
the table below are undiscounted amounts.
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December 31, 2022
Non-derivative financial
liabilities:

Short-term loans

Notes payable
Accounts payable
Other payables

Lease liabilities
Guarantee deposits
received

December 31, 2021
Non-derivative financial
liabilities:

Short-term loans

Short-term notes and bills
payable

Notes payable
Accounts payable
Other payables

Lease liabilities
Guarantee deposits
received

Less than 1 year Between 1 to 2 years Over 2 years

$

60,013

14,846
300,363
170,728

974

$

- 2,193

Less than 1 year Between 1 to 2 years Over 2 years

$

704,611
300,000

4,094
454,733
144,805

958

$

878 -

- 2,110

E. The Group does not anticipate that the timing of cash flows for the
maturity analysis will occur significantly earlier or that the actual amounts

will be significantly different.

(1)  Fair value information

1. The levels of valuation techniques used to measure the fair value of financial and

non-financial instruments are defined as follows:

Level 1:Quoted prices (unadjusted) in active markets for identical assets or
liabilities that are available to the enterprise at the measurement date. An
active market is one in which transactions in assets or liabilities occur
with sufficient frequency and quantity to provide pricing information on an
ongoing basis. The fair value of the stocks and beneficiary certificates of
listed (TWSE listed) companies invested by the Group are included in it.

Level 2:0bservable input value of assets or liabilities, directly or indirectly, other
than those included in the quoted prices in Level 1. The fair value of
structured deposits and forward foreign exchange contracts invested by
the Group belongs to this category.

Level 3:Unobservable input value of assets or

liabilities. The Group’s

investments in equity instruments that do not have a viable market are

classified as such.

2. For information on the fair value of investment property measured at cost, please
refer to Note VI, (IX), Statement of Net Investment Real Estate.

- 195 -



3. The book amount of financial instruments not measured at fair value (including

cash and cash equivalents, financial assets measured at amortized cost,
accounts receivable, other receivables, refundable deposits, short-term loans,
short-term securities payable, negotiable instrument payable, accounts payable,
other payables, lease liabilities and guarantee deposits) is a reasonable
approximation of fair value.

. Financial instruments measured at fair value are classified by the Group
according to the nature, characteristics and risks of the assets and liabilities and

the basis of the fair value hierarchy, and the related information is as follows:

December 31, 2022 Level 1 Level 2 Level 3 Total

Assets

Recurring fair value
measurements
Financial assets at fair
value through profit or

loss
Equity securities $ 108,557 $ - $ - $ 108,557
Structured deposits - 354,215 - 354,215
_$ 108557 _§ 354215 _$ - _$ 462,772
December 31, 2021 Level 1 Level 2 Level 3 Total
Assets
Recurring fair value
measurements
Financial assets at fair
value through profit or
loss
Equity securities $ 93454 $ - $ - $ 93,454
Forward foreign - 944 - 944
exchange contract
Structured deposits - 345,288 - 345,288
$ 93454 $ 346,232 _$ - _$ 439,686

5. The methods and assumptions used by the Group to measure fair value are

described as follows:

(1) The Group uses market quotation for fair value inputs (i.e. Level 1), which

are broken down by the characteristics of the instruments as follows:

Stocks of listed (TWSE
listed) company Open-ended fund

Market quotation Stock closing price Fund net value

(2) Except for the above financial instruments with active markets, the fair
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(IV)

values of the remaining financial instruments are obtained using valuation
techniques or by reference to quoted prices from counterparties. The fair
value obtained through valuation techniques may be calculated by reference
to the current fair value of other financial instruments with substantially
similar conditions and characteristics, the discounted cash flow method or
other valuation techniques, including using models to calculate market
information available at the consolidated balance sheet date.

6. There was no transfer between Level 1 and Level 2 in both 2022 and 2021.
7. There were no transfers in or out of Level 3 in both 2022 and 2021.
Other Matters

Due to the impact of the novel coronavirus pneumonia epidemic and the
government’s promotion of various epidemic prevention measures, the Group has
implemented workplace hygiene management measures and continues to manage
related matters in accordance with the “Guidelines for Continuing Operations in
Response to the Severe and Special Infectious Pneumonia Epidemic”, so there is
no significant adverse impact on operations.

XIll. Disclosures in notes

(According to the regulatory requirement, the Group is only required to disclose the
information for the year ended December 31, 2022.)

(1)

(I1)

Information related to significant transactions

1. Loans to others: Please refer to table 1.
2. Provision of endorsements and guarantees to others: Please refer to table 2.

3. Holding of marketable securities at the end of the period (excluding subsidiaries,
associates and joint ventures): Please refer to table 3.

4. Acquisition or sale of the same security with the accumulated cost reaching
NT$300 million or 20% of the paid-in capital or more: Please refer to Table 4.

5. Acquisition of property reaching NT$300 million or 20% of the paid-in capital or
more: None.

6. Disposal of property reaching NT$300 million or 20% of the paid-in capital or
more: None.

7. Total purchases from or sales to related parties of at least NT$100 million or 20%
of the paid-in capital: Please refer to Table 5.

8. Receivables from related parties amounting to at least NT$100 million or 20% of
the paid-in capital: Please refer to Table 6.

9. Trading in derivative instruments: Please refer to Table 7.

10. Significant inter-company transactions during the reporting periods: Please refer
to Table 8.

Information on investees

Names, locations and other information of investee companies (excluding investees
in Mainland China) : Please refer to Table 9.
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()

Information on investments in Mainland China

1. Basic information: Please refer to Table 10.

2. Significant transactions, either directly or indirectly through a third area, with
investee companies in the Mainland Area: Please refer to Table 11.

(IV) Information of major shareholders

Information of major shareholders: Please refer to Table 12.

XIV.Segment information

(1)

(I1)

()

General information

The management of the Group has identified reportable departments based on the
reporting information used by key operational decision makers in making decisions.
The Group’s operational decision-makers operate their business from a product
specific perspective, and divide the Operating Departments into audio, musical
instrument equipment, and commercial systems and construction departments. The
audio department mainly produces audio equipment for consumer entertainment
venues, studios, and personal audiovisual entertainment; The Musical Instrument
Equipment and Commercial Systems Department mainly produces professional
audio equipment for schools, conference rooms, theaters, and large-scale concerts;
The construction department is mainly engaged in the development, lease and sale
of residential buildings and industrial plants, as well as property sales and leasing.

Measurement of department information

The Group’s main operational decision-makers assess the performance of
Operating Departments based on their pre tax profit and loss.

Information on departmental profit and loss, assets, and liabilities

The reportable department information provided to key operational decision makers
is as follows:

2022
Music Equipment
and Commercial
System
Audio Department Construction
department (Note) Department Total
Net income from
external customers $ 3,063612 $ 21,579 $ - $ 3,085,191
Interest income 15,779 35 343 16,157
Depreciation and
amortization 35,293 16 - 35,309
Interest expense 4,904 - - 4,904
Departmental profit
(loss) before tax 432,362 ( 3,622) ( 10,011) 418,729
Department assets 3,054,425 - 250,329 3,304,754
Department liabilities 944,639 - 25,623 970,262
2021
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Music Equipment

and Commercial

Audio System Construction

department Department Department Total
Net income from
external customers $ 2388675 $ 96,972 $ - $ 2,485,647
Interest income 9,258 105 100 9,463
Depreciation and
amortization 35,902 97 - 35,999
Interest expense 3,916 - - 3,916
Departmental profit
(loss) before tax 186,644 ( 3,642) 16,007 199,009
Department assets 3,749,658 82,125 274,955 4,106,738
Department liabilities 1,966,994 20,211 27,638 2,014,843
(Note) The liquidation and cancellation procedures were completed in September

2022.
(IV) Reconciliation information on departmental profit and loss, assets, and liabilities

1. Interdepartmental sales are conducted on a fair transaction basis. The external
income reported to the main operating decision-makers is measured in a
consistent manner with the income in the consolidated statement of
comprehensive income. The pre tax profit and loss of the department is
consistent with the pre tax profit and loss of the continuing business unit, so
there is no need to adjust it.

2. Provide the total asset amount of the main operating decision-makers, measured
in a consistent manner with the assets in the consolidated financial reports of the
Group. The reconciliation between reportable department assets and total assets
is as follows:

December 31, 2022 December 31, 2021

Total reportable Operating Department assets $ 3,304,754 $ 4,106,738
Offset interdepartmental asset items - ( 18,273)
Total assets _$ 3,304,754 _$ 4,088,465

3. Provide the total liability amount of the main operating decision-makers, using a
consistent measurement method with the liabilities in the consolidated financial
report of the Group. The reconciliation between reportable sector liabilities and
total liabilities is as follows:

December 31, 2022 December 31, 2021

Total reportable Operating Department $ 970 262 $ 2 014 843
liabilities ’ e

Offset interdepartmental liability items - ( 18,273)
Total liabilities _$ 970,262 S 1,996,570
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(V)

(V1)

Product and labor information

External customer revenue mainly comes from sales of audio equipment and other
goods, as well as property sales, leasing, and other businesses. The detailed

composition is as follows:

2022 2021
Revenue from product sales $ 3,075,067 $ 2,476,014
Lease income 10,124 9,633
_$ 3,085,191 $ 2,485,647

Regional information

The regional information of the Group in 2022 and 2021 is as follows:

2022 2021

Income Non-current AssetsIncome Non-current Assets
USA $ 993,667 $ $ 954,064 -
Netherlands 496,209 429,880 -
China mainland 28,961 133,167 16,993 134,496
Taiwan 13,651 443,757 10,899 454,741
Other (sporadic less
than 10%) 1,552,703 967 1,073,811 2,043

$ 308191 _$ 577891 _$ 2485647 591,280

(VI) Information of important customer

The information of the Group’s important customers in 2022 and 2021 (with
revenues reaching over 10% of the consolidated net operating income) is as

follows:
2022 2021
Income Department Income Department
CompanyD $ 765,318  Audio $ 710,604 Audio
department department
Company C 383,128 Audio 283,742 Audio
department department
Company F 334,909 Audio 309,605 Audio
department department
Company A 317,478 Audio 224,923 Audio
department department
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Hanpin Electron Co., Ltd. and its subsidiary
Loans to others
For the year ended December 31, 2022

Table 1
Expressed in thousands of NTD
Nature Allowance Assets Maximum
Actual for Total for pledged Loan limit per amount
Financing Name of Related Maximum Ending amount Interest financing transaction Reason for  doubtful entity available for
No. Company counterparty Account parties balance balance drawn down rate (Note 1)  amount financing  accounts Item Value (Note 2) loan (Note 2) Note
1 Hanpin (BVI) Hanchih Other Yes $ 415638 $ 396,159 $§ 396,159 - 2 $ - Operating $ - - $ - $1,306,759 $ 1,306,759 -
International Electronics accounts turnover
Co., Ltd. (Shenzhen) receivable

Co., Ltd.

(Note 1) The description of loaning fund nature code is as follows:
1. Those who have business transactions.
2. Those who have the need for short-term financing.
(Note 2) The calculation of the loaning fund limit for individual targets and the loaning fund total limit is as follows:
1. Loaning fund limit for individual targets
(1) If funds are loaned to a company or firm with business transactions, the amount of individual loans shall not exceed the amount of business transactions between the two parties in the most recent year.
The transaction amount refers to the higher of the purchase or sale amount between the two parties, but shall not exceed 10% of the net value of the lending company.
(2) If funds are loaned to a company or firm with short-term financing needs, the amount of individual loans shall not exceed 10% of the Company's net worth.
However, if funds are loaned to a Taiwan parent company or a subsidiary directly or indirectly holding 100% of the voting shares of a Taiwan parent company that has short-term financing needs, the
amount of individual loans shall not exceed 100% of the net worth of the lending company.
2. Loaning fund total limit: The total amount of funds loaned by the lending company to others shall not exceed 100% of the net worth of the lending company, of which:
(1) If funds are loaned to a company or firm with business transactions, the loaning fund total limit shall not exceed 20% of the net worth of the lending company.
(2) If funds are loaned to a company or firm with short-term financing needs, the loaning fund total limit shall not exceed 10% of the net worth of the lending company.
However, if funds are loaned to a Taiwan parent company or a subsidiary directly or indirectly holding 100% of the voting shares of a Taiwan parent company that has short-term financing needs, the
loaning fund total limit shall not exceed 100% of the net worth of the lending company.
(Note 3) Amounts in this table that involving foreign currencies are converted into NTD using the exchange rate (USD:NTD :30.71) as of the date of the financial reports.
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Hanpin Electron Co., Ltd. and its subsidiary
Provision of endorsements and guarantees to others
For the year ended December 31, 2022

Table 2
Expressed in thousands of NTD
Party being Ratio of
endorsed/guaranteed Limit on accumulated Maximum Endorsement/
endorsements/ Amount of endorsement/  endorsement/ Endorsement/ guarantee
Relationship guarantees endorsement/ guarantee tonet  guarantee guarantee Endorsement/  provided to
with the provided for a Maximum Amount guarantee equity per latest amount provided by guarantee subsidiaries in
Endorser/  Company endorser/ single party balance for the Ending actually collateralized financial allowable parent provided by a Mainland
No. guarantor name guarantor (Note 2) period Balance drawn by properties  statements (%) (Note 2) company subsidiary China Note
0 Hanpin Hanchih (Note 1) $ 2334492 $ 151,120 $ 93,420 $93,420 $ 32,000 4.00% $ 2,334,492 Yes No No —

Electron Electronics

Co,, Ltd.  (Hong Kong)
Co., Ltd.

(Note 1) The relationship codes with the Company are described as follows:

A company in which the Company directly and indirectly holds more than 50% of the voting shares.
(Note 2) 1. The limit of the Company and its subsidiaries' endorsement/guarantee for a single enterprise shall not exceed 50% of the current net shareholders' equity, except for a single overseas subsidiary where

the limit shall not exceed 100% of the current net shareholders' equity;
If the endorsement/guarantee is for business relationship, it shall not exceed the total amount of transactions with the Company in the most recent year (the higher of the amount of purchase or sale
between the two parties). The total amount of endorsement/guarantee of the Company and its subsidiaries shall not exceed 100% of the current net shareholders' equity.

2. The total amount of endorsement/guarantee for the Company and its subsidiaries as a whole shall not exceed 100% of the current net worth of the Company, and the total amount of
endorsement/guarantee for a single enterprise shall not exceed 50% of the current net worth of the Company, except for an overseas subsidiary or a single affiliate where total amount shall not exceed

100% of the current net worth of the Company.
(Note 3) Amounts in this table that involving foreign currencies are converted into NTD using the exchange rate (USD:NTD :30.71) as of the date of the financial reports.
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Table 3

Hanpin Electron Co., Ltd. and its subsidiary

Holding of marketable securities at the end of the period (excluding subsidiaries, associates and joint ventures)

December 31, 2022

Expressed in thousands of NTD

Ending balance

General Percentage
ledger Number of shares of
Investor Type and name of securities Relationship with the issuer account (in thousands) Book value ownership Fair value Note

Hanpin Electron Co., Ltd. Stocks:
D&G Technology Holding Co., Ltd. - (Note 1) 2 $ - - $ - -
Beneficiary certificates:
Cathay Pacific China Domestic Demand Growth - (Note 1) 528 10,268 - 10,268 -
Fund
PineBridge China A-Share Quantitative Selection - (Note 1) 1,655 15,472 - 15,472 -
Fund
Risheng China Strategic A-Share Fund - (Note 1) 1,581 14,702 - 14,702 -
Franklin Templeton SinoAm China A-Share Fund - (Note 1) 2,350 21,546 - 21,546 -
Allianz China Strategic Fund - (Note 1) 811 17,218 - 17,218 -
PineBridge Special Dividend Income Fund - (Note 1) 944 9,821 - 9,821 -
PineBridge ESG Carbon Reduction Global Equity - (Note 1) 300 3,000 - 3,000 -
Fund

Hanchih Development Co., Ltd.  Beneficiary certificates:
Yuanda Taiwan Excellence 50 Securities - (Note 1) 150 16,530 - 16,530 -
Investment Trust Fund

Hanpin Electronics (Shenzhen)  Structured deposits:

Co., Ltd.
Fubon Bank CNY Interest Rate Structured - (Note 1) - 78,312 - 78,312 -
Products

Hanchih Electronics (Shenzhen) Structured deposits:

Co., Ltd.
Fubon Bank CNY Interest Rate Structured - (Note 1) - 275,903 - 275,903 -

Products

(Note 1) It is shown as "Financial assets at fair value through profit or loss - current".
(Note 2) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd. and its subsidiary

Acquisition or sale of the same security with the accumulated cost reaching NT$300 million or 20% of the paid-in capital or more

For the year ended December 31, 2022

Table 4
Expressed in thousands of NTD
Beginning balance Addition Disposal Other increase (decrease) Ending balance
Number of Number of Number of Number of Number of
Type and name of  General ledger shares shares shares Gain (loss) shares shares
Investor securities account Counterparty Relationship (in thousands)  Amount  (in thousands) Amount (in thousands)  Selling price Book Value ondisposal (in thousands) Amount (in thousands) Amount
Hanchih Electronics Fubon Bank CNY Financial Fubon Bank — - $ 270,691 - $ 410,126 - $ 413547  ($ 405,777) $ 7,770 - $ 863 - $ 275,903

(Shenzhen) Co., Ltd.

assets at fair

value through
profit or loss -
current

Interest Rate
Structured Products

(Note) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:TWD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Table 5

Hanpin Electron Co., Ltd. and its subsidiary

Total purchases from or sales to related parties of at least NT$100 million or 20% of the paid-in capita

For the year ended December 31, 2022

Differences in
transaction terms
compared to third party

Expressed in thousands of NTD

Transaction transactions Notes/accounts receivable (payable)
Percentage of
total notes
Percentage of and accounts
Purchases total purchases Credit Unit receivable
Purchaser/seller Counterparty Relationship (sales) Amount (sales) period price  Credit period Balance (payable) (%) Note
Hanpin Electron Co., Hanchih Electronics Subsidiary Purchases 2,496,991 86% (Note 1) - (Note 2) % 312,760) (86%) -
Ltd. (Hong Kong) Co., Ltd.
Hanchih Electronics Hanchih Electronics Subsidiary Purchases 2,496,688 84% (Note 1) - (Note 2) ( 286,419) (88%) —
(Hong Kong) Co., Ltd. (Shenzhen) Co., Ltd.
Hanpin Electron Co., Ltd. = The Company (Sales) 2,496,991) (99%) (Note 1) - (Note 2) 312,760 99% —
Hanchih Electronics Hanchih Electronics Subsidiary (Sales) 2,496,688) (98%) (Note 1) - (Note 2) 286,419 100% —

(Shenzhen) Co., Ltd.

(Hong Kong) Co., Ltd.

(Note 1) The terms of payment and collection for purchases and sales with related parties are 60 days of monthly settlement by wire transfer, but both parties may agree to postpone the payment and collection
period depending on the capital situation.

(Note 2) The terms of payment and collection for general transactions are 30 to 90 days of monthly settlement, mainly depending on the Company's customer credit management regulations.

(Note 3) Amounts involving foreign currencies, the balance of the notes and accounts receivable (payable) in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of
the date of the financial reports; the purchase and sales transaction amount for the period is converted into NTD at the average exchange rate (USD:NTD 1:29.80; CNY:USD 1:0.1488) in 2022.
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Hanpin Electron Co., Ltd. and its subsidiary
Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital
December 31, 2022

Table 6
Expressed in thousands of NTD
Receivables from related parties Overdue receivables
General ledger Subsequent Allowance for

Company name Counterparty Relationship account Amount Turnover rate Amount Action taken collections  doubtful accounts Note
Hanpin (BVI) Hanchih Electronics (Shenzhen)  Subsidiary Other accounts $ 396,159 - $ - - $ - $ - =
International Co., Ltd. Co., Ltd. receivable
Hanchih Electronics Hanpin Electron Co., Ltd. The Accounts 312,760 12.26 - - 70,358 - -
(Hong Kong) Co., Ltd. Company receivable
Hanchih Electronics Hanchih Electronics (Hong Kong) Subsidiary = Accounts 286,419 13.23 - - 68,632 - -
(Shenzhen) Co., Ltd. Co., Ltd. receivable

(Note) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd. and its subsidiary
Trading in derivative instruments
December 31, 2022

Table 7
Expressed in thousands of NTD
(Unless otherwise specified)
Company name Derivative financial instruments Contract amount (thousand dollars) Book value
Hanpin Electronics (Shenzhen) Co., Ltd. Fubon Bank CNY Interest Rate Structured CNY 17,190 $ 78,312
Products
Hanchih Electronics (Shenzhen) Co., Ltd. Fubon Bank CNY Interest Rate Structured CNY 61,000 275,903
Products

(Note 1) The Group recognized a net transaction benefit of $12,722 for engaging in derivative instruments in 2022.
(Note 2) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd. and its subsidiary
Significant inter-company transactions during the reporting periods
For the year ended December 31, 2022

Table 8
Expressed in thousands of NTD
Transaction
Percentage of
consolidated total revenue
No. Relationship or total assets
(Note 2) Company name Counterparty (Note 3) General ledger account Amount Transaction terms (Note 4)
0 Hanpin Electron Co., Ltd. Hanchih Electronics (Hong 1 Purchases $ 2,496,991 (Note 5) 81%
Kong) Co., Ltd.
Accounts payable 312,760 — 9%
Endorsement/guarantee 93,420 — 3%
Hanchih Electronics 1 Accounts receivable 20,255 (Note 6) 1%
(Shenzhen) Co., Ltd.
1 Hanpin (BVI) International Co., Hanpin Electronics (Shenzhen) 3 Other accounts 13,789 — —
Ltd. Co., Ltd. receivable
Accounts payable 28,227 — 1%
Hanchih Electronics 3 Other accounts 396,159 — 12%
(Shenzhen) Co., Ltd. receivable
2 HANPIN PRO AUDIO CO., LTD.  Hanchih Electronics 3 Purchases 19,570 (Note 5) 1%
(Shenzhen) Co., Ltd.
3 Hanchih Electronics (Hong Kong) Hanchih Electronics 3 Purchases 2,496,688 (Note 5) 81%
Co., Ltd. (Shenzhen) Co., Ltd.
Accounts payable 286,419 — 9%
(Note 1) The business relationship and significant transactions between the parent company and its subsidiary are not separately disclosed because they are in a different direction from their relative transactions;
another important transaction disclosure standard is NT$10 million or more.
(Note 2) Information on business transactions between the parent company and its subsidiaries and between each subsidiary should be indicated in the numbered column respectively, and the number should be

(Note 3)

(Note 4)

(Note 5)
(Note 6)

(Note 7)

completed as follows:

1. Fill'in O for the parent company.

2. The subsidiaries are numbered sequentially by company, starting with the Arabic numeral 1.

There are three types of relationships with traders, which can be repeatedly disclosed by labeling the type of relationship;

1. Parent company to subsidiary.

2. Subsidiary to parent company.

3. Subsidiary to subsidiary.

The ratio of transaction amount to consolidated total revenue or total assets is calculated based on the ratio of closing balance to total consolidated assets in the case of assets and liabilities, or based on the
interim cumulative amount accounting for the total consolidated revenue in the case of profit or loss.

The terms of payment for purchases from related parties are 60 days of monthly settliement by wire transfer, but both parties may agree to postpone the payment period depending on the capital situation.
The raw materials purchased by the Company were exported to its subsidiary in China for processing. The Company did not treat this amount as sales revenue in accordance with the Financial Accounting
Standards, and the related costs and expenses were not included in the Company's profit or loss.

Amounts involving foreign currencies, the balance of the notes and accounts receivable (payable) in this table are converted into NTD using the exchange rate (USD: NTD 1:30.71; CNY:USD 1:0.1436) as of
the date of the financial reports; the purchase and sales transaction amount for the period is converted into NTD at the average exchange rate (USD:NTD 1:29.80; CNY:USD 1:0.1488) in 2022.
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Table 9

Investor

Investee

Hanpin Electron Co., Ltd. and its subsidiary

Names, locations and other information of investee companies (excluding investees in Mainland China

Location

For the year ended December 31, 2022

Main business

Original investment amount

As of December 31, 2022

End of
current
period

Late last year
(Note 1)

Number of
shares

Ownership
(%)

Book value

Net income
(loss) of the

Expressed in thousands of NTD

investee

Investment
Income (loss)
recognized by
the Company

Note

Hanpin Electron Co., Ltd.

Hanpin Electron Co., Ltd.

Hanpin Electron Co., Ltd.

Hanpin (BVI) International

Co., Ltd.

Hanpin (BVI) International
Co., Ltd.

Hanchih Development Co.,
Ltd.

HANPIN PRO AUDIO CO.,
LTD.

Hanchih Electronics (Hong
Kong) Co., Ltd.

British
Virgin
Islands

Taiwan

Mauritius

Hong Kong

Import and
development of
household
electrical
appliances, digital
audio, and laser
turntables

Residential and
building rental
and sales
development

Trading, research
and development,
import and export
of audio products

Import and export
declaration
service

(Note 1) represents the original investment balance as of December 31, 2021.

(Note 2) The liquidation and cancellation procedures were completed in September 2022.
(Note 3) The amount of investment (loss) profit recognized in the current period is exempt from disclosure in accordance with regulations.
(Note 4) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.

$ 462,466

271,006

294,816
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$ 462,466

271,006

36,935

294,816

15,003,894

15,400,000

50,961,160

100.00

100.00

100.00

$ 1,305,729

224,706

743,971

$

(

(

49,225 §

10,011) (

3,622) (

57,052

49,137 Subsidiary

10,011) Subsidiary

2,365) Subsidiary

(Note 2)

- Subsidiary
(Note 3)



Hanpin Electron Co., Ltd. and its subsidiary
Information on investments in Mainland China - Basic information
For the year ended December 31, 2022

Table 10
Expressed in thousands of NTD
Investment flows  Accumulated
outflow of Accumulated
Accumulated investment inward
outflow of from Taiwan  Net income Book value of  remittance of
investment from as of (losses) of the Percentage Share of investments as  earnings as of
Investee in Mainland Paid-in Investment Taiwan as of December investee of profits/losses  of December  December 31,
China Main business cpital method  January 1, 2022 Outflow Inflow 31, 2022 company ownership (Note 3) 31, 2022 2022 Note
Hanpin Electronics Production, $ 92,130 Note 1 $ 153,550 $ - % - $ 153,550 $ 11,138 100.00 $ 11,138 $ 230,282 $ 265,245 —
(Shenzhen) Co., Ltd. sales and R&D
of laser
turntables and
traditional
turntables
Hanchih Electronics Production, 153,550 Note 2 153,550 - - 153,550 51,951 100.00 51,951 686,743 110,944 —
(Shenzhen) Co., Ltd. sales and R&D
of laser
turntables and
traditional
turntables
Accumulated amount of
remittance from Taiwan Investment amount approved by the
to Mainland China Investment Commission of the Ceiling on investments in Mainland China imposed
Company name as of December 31, 2022 Ministry of Economic Affairs (MOEA) by the investment commission of MOEA (Note 4)
Hanpin Electron Co., Ltd. $ 336,275 $ 353,165 $ 1,400,695

(Note 1) Reinvestment in mainland companies through was established through the company invested and established in third regions (Hanpin (BVI) International Co., Ltd.).

(Note 2) Reinvestment in mainland companies through reinvestment in an existing company in a third region (Hanchih Electronics (Hong Kong) Co., Ltd.).

(Note 3) It is recognized based on the financial statements of each investee company audited by a certified public accountant of the parent company in Taiwan for the same period.

(Note 4) The calculation is based on 60% of the higher of net worth or consolidated net worth.

(Note 5) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd. and its subsidiary
Information on investments in Mainland China - Significant transactions, either directly or indirectly through a third area, with investee companies in the Mainland Area
For the year ended December 31, 2022

Table 11
Expressed in thousands of NTD
Provision of
Accounts receivable endorsements/guarantees
Sale (purchase) Property transaction (payable) or collaterals Financing
Maximum
balance during Interest
the year during the
Balance at ended Balance at year ended
Investee in Mainland Balance at December 31, December 31, December December
China Amount % Amount % December 31, 2022 % 2022 Purpose 2022 31, 2022 Interest rate 31, 2022 Other
Hanchih Electronics $ 2,496,991) (86) $ - - $ 312,760) (86) $ - - $ - $ - - $ - -
(Shenzhen) Co., Ltd.
- - - - 20,255 7 - - - - - - (Note)
- - - - 415,638 396,159 - - -

(Note) The raw materials purchased by the Company were exported to its subsidiary in China for processing. The Company did not treat this amount as sales revenue in accordance with the Financial Accounting
Standards, and the related costs and expenses were not included in the Company's profit or loss.
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Hanpin Electron Co., Ltd. and its subsidiary
Information of major shareholders
December 31, 2022

Table 12

Unit: shares

Share
Names of major shareholders Number of shares held Ownership prcentage

Shen-Chi Liu 4,933,434 6.16%
Hanpin Development Co., Ltd. 4,850,000 6.06%
Chiu-Hsiung Liu 4,270,915 5.33%
Shen-Keng Liu 4,094,056 5.11%

(Note) The information on major shareholders in this table refers to information on the total number of the completed common shares and preferred shares held by shareholders of the Company that
have been delivered without physical registration (including treasury shares) amounting to 5% or more calculated by CIB on the last business day at the end of each quarter

The number of shares recorded in the Company's financial reports and the actual number of shares delivered without physical registration may vary depending on the basis of preparation of
the calculation.
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Individual Financial Report
Independent Auditors’ Report
(112) CSBZ No. 22003300

To HANPIN ELECTRON CO., LTD.:
Audit Opinion

The PARENT COMPANY ONLY Balance Sheets as of December 31, 2022 and
2021, and the PARENT COMPANY ONLY Statement of Comprehensive Income,
PARENT COMPANY ONLY Statement of Changes in Equity, and PARENT
COMPANY ONLY Cash Flow Statement as of December 31, 2022 and 2021, and
Notes to PARENT COMPANY ONLY Financial Statements (including a summary of
significant accounting policies) of HANPIN ELECTRON CO., LTD. have been audited
and completed by the CPA.

In accordance with the opinion of the CPA, the PARENT COMPANY ONLY
financial statements have been prepared, in all material respects, in conformity with
the Regulations Governing the Preparation of Financial Reports by Securities Issuers,
which are sufficient to present the PARENT COMPANY ONLY financial position of
HANPIN ELECTRON CO., LTD. as of December 31, 2022 and 2021, and the
PARENT COMPANY ONLY financial results and PARENT COMPANY ONLY cash
flows as of January 1 to December 31, 2022 and 2021.

Basis of Audit Opinion

Accountant’s audit is conducted in accordance with the Rules Governing the
Audit of Financial Statements by Certified Public Accountants and auditing standards
of the Republic of China. The responsibilities of the CPA under these standards will be
further explained in the responsibility section of the PARENT COMPANY ONLY
Financial Statements audited by the CPA. The personnel of the firm to which the CPA
is affiliated, who are subject to the independence regulation, have maintained their
independence from the HANPIN ELECTRON CO., LTD. in accordance with the ROC
Code of Ethics for Accountants and have fulfilled other responsibilities under the
Code. The CPA believes that sufficient and appropriate audit evidence has been
obtained to form a basis for the audit opinion.

Key Audit Matters

Key audit matters refer to one that, in the professional judgment of the CPA, is
material to the audit of the PARENT COMPANY ONLY financial statements of the
HANPIN ELECTRON CO., LTD. in 2022. Such matters have been considered in the
process of examining the PARENT COMPANY ONLY financial statements taken as a
whole and forming an opinion thereon, and the CPA do not express an opinion on
these matters individually.

The key audit matters in the HANPIN ELECTRON CO., LTD.’s 2022 PARENT
COMPANY ONLY financial statements are as follows:
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Expiration of Export Revenue

Statement of matters

For the accounting policy on revenue recognition, please refer to Note 1V, (XXVI)
Explanation of Revenue Recognition in the PARENT COMPANY ONLY financial
statements; for the accounting items, please refer to Note VI, (XV) Operating
Revenue in the PARENT COMPANY ONLY financial statements

The sales of goods by HANPIN ELECTRON CO., LTD. mainly focus on export
sales, and the transaction conditions involve a lot of manual operations and
judgments. For each sale, it is necessary to verify whether the significant risks and
rewards associated with ownership of the goods have been transferred to the
customer one by one. Therefore, during the period before and after the balance sheet
date, there may be a significant risk of material misstatement in the timing of revenue
recognition, which requires the auditors’ attention and is therefore one of the key audit
matters.

Main response audit procedures

The main response procedures that have been implemented by this CPA at
specific levels for the key audit matters above are summarized as follows:

1. Understand and evaluate accounting policies for operating income.

2. Understand and assess the effectiveness of the Company’s internal control over
the cut-off of sales revenue, review the terms of contractual transaction conditions,
and perform tests of the effectiveness of internal control over shipment and billing.

3. Perform a cut-off test for export sales revenue transactions during a specific period
around the balance sheet date to assess the attribution of recognized revenue to
the correct period.

Evaluation of Investment Balance Using Equity Method

For the accounting policy on investments using the equity method, please refer to
Note IV, (XIl) Explanations for Investments Accounted for Using Equity Method /
Subsidiaries in the PARENT COMPANY ONLY financial statements; for accounting
items, please refer to Note VI (VI) Investments Accounts for under Equity Method in
the PARENT COMPANY ONLY financial statements.

On December 31, 2022, the balance of investment in Hanpin (BVI) International
Co., Ltd., a subsidiary held by HANPIN ELECTRON CO., LTD., under the equity
method, is NT$1,305,729,000. Since the balance of the investment in this subsidiary
using the equity method accounts for approximately 40% of the total assets of
HANPIN ELECTRON CO., LTD’s PARENT COMPANY ONLY financial statements,
and has a significant impact on the PARENT COMPANY ONLY financial statements,
so the key audit matters of this subsidiary are listed as one of the key audit matters of
this audit, and are explained as follows:

Hanpin (BVI) International Co., Ltd. and its subsidiaries - impairment of inventory
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Statement of matters

Hanpin (BVI) International Co., Ltd. and its subsidiaries are professional ODM
manufacturers in the entertainment audio industry, producing consumer audio
products for personal audio-visual entertainment and audio products for professional
DJs, which are made from a wide variety of raw materials including electronic parts,
metals, plastic materials and packaging materials. However, if customers reduce
orders or require changes in product specifications to develop new products, there is
a risk that the original product specifications will become stagnant, resulting in a
higher risk of loss on decline in value of inventories or obsolescence. The Company
measures inventories normally sold at the lower of cost or net realizable value and
individually recognizes losses at net realizable value for inventories aged over a
certain period and for individual obsolete and damaged inventories. The
aforementioned allowance for inventory valuation loss is mainly from the PARENT
COMPANY ONLY identification of obsolete or damaged inventory items. Due to the
large number of items and the PARENT COMPANY ONLY identification of obsolete or
damaged inventory often involves manual judgment, it is also an area to be judged in
the audit, so it is listed as one of the key audit matters in this audit.

Main response audit procedures

The main response procedures that have been implemented by this CPA at
specific levels for the key audit matters above are summarized as follows:

1.Evaluate the reasonableness of the provision policies and procedures used to
record inventory allowance for loss on decline in value, including the inventory
classification used to determine net realizable value, historical sources of
information on the degree of inventory liquidation and the extent of discount, and
the inventory items deemed obsolete.

2.Understand its warehouse management process, review its annual inventory plan
and participate in the annual inventory to evaluate the effectiveness of management
in distinguishing and controlling obsolete inventory.

3. Verify the logic of its inventory age reporting system to confirm the consistency of
reporting information with its policies.

4.Test the inventory impairment statement to assess the adequacy of the inventory
allowance for loss on decline in value.

Responsibility of Management and Governance Unit for PARENT
COMPANY ONLY Financial Statements

The responsibility of management is to prepare PARENT COMPANY ONLY
financial statements that present properly in accordance with the Regulations
Governing the Preparation of Financial Reports by Securities Issuers, and to maintain
necessary internal control relevant to the preparation of PARENT COMPANY ONLY
financial statements, to ensure that PARENT COMPANY ONLY financial statements
are free from material misrepresentation, whether due to fraud or error.
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In preparing the PARENT COMPANY ONLY financial statements, the
responsibility of management also includes assessing the ability of HANPIN
ELECTRON CO., LTD. to continue as a going concern, the disclosure of related
matters, and the adoption of the going concern basis of accounting, unless
management intends to liquidate the HANPIN ELECTRON CO., LTD. or cease
operations, or there is no practical alternative to liquidation or discontinuation of
operations.

The governance unit (including the audit committee) of HANPIN ELECTRON CO.,
LTD. is responsible for supervising the financial reporting process.

CPA’'s Responsibility of the PARENT COMPANY ONLY Financial
Statements Audited by the CPA

The purpose of the CPA's audit of the PARENT COMPANY ONLY financial
statements is to obtain reasonable assurance as to whether the PARENT COMPANY
ONLY financial statements taken as a whole are free from material misstatement,
whether due to fraud or error, and to issue a report thereon. Reasonable assurance is
a high degree of certainty. However, an audit performed in accordance with ROC
Auditing Standards does not provide assurance that material misstatements in the
PARENT COMPANY ONLY financial statements can be detected. Misrepresentation
may result from fraud or error. Individual amounts or aggregates of misstatements are
considered material if they could reasonably be expected to affect economic
Decemberisions made by users of the PARENT COMPANY ONLY statements.

The CPA conducted the audits in accordance with PRC auditing standards, using
our professional judgment and professional skepticism. The CPA also performs the
following work:

1.ldentify and assess the risks of material misstatement of the PARENT COMPANY
ONLY financial statements due to fraud or error; design and implement appropriate
countermeasures for the assessed risks; and obtain sufficient and appropriate audit
evidence to provide a basis for an audit opinion. Because fraud may involve
conspiracy, forgery, intentional omission, misrepresentation or a breach of internal
control, the risk of not detecting material misstatement due to fraud is higher than
that due to error.

2.0btain the necessary understanding of the internal control relevant to the audit in
order to design appropriate audit procedures under the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the internal control of
HANPIN ELECTRON CO., LTD.

3.Evaluate the appropriateness of accounting policies adopted by management and
the reasonableness of accounting estimates and related disclosures.

4.Make a conclusion, based on the audit evidence obtained, as to the
appropriateness of management’s adoption of the going concern basis of
accounting and the existence of material uncertainty regarding events or
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circumstances that may cast significant doubt on the ability of HANPIN ELECTRON
CO., LTD. to continue as a going concern. If the CPA believes that there is a
material uncertainty about such events or circumstances, the CPA should draw the
attention of users of the PARENT COMPANY ONLY financial statements to the
relevant disclosures in the PARENT COMPANY ONLY financial statements in the
audit report or revise the audit opinion if such disclosures are inappropriate. The
CPA’s conclusion is based on the audit evidence obtained as of the audit report
date. However, future events or circumstances may cause the HANPIN ELECTRON
CO., LTD. to cease to have the ability to continue as a going concern.

5.Evaluate the overall presentation, structure and content of the PARENT COMPANY
ONLY financial statements, including the related notes, as well as whether the
PARENT COMPANY ONLY financial statements present properly the related
transactions and events.

6.Obtain sufficient and appropriate audit evidence on the financial information of the
constituent entities of HANPIN ELECTRON CO., LTD. in order to express an
opinion on the PARENT COMPANY ONLY financial statements. The CPA is
responsible for the guidance, supervision and execution of the PARENT COMPANY
ONLY audit cases and for forming PARENT COMPANY ONLY financial statement
audit opinions.

The matters communicated by the CPA with the governance unit include the
planned scope and timing of the audit and significant audit findings (including
significant lack of internal control identified during the audit).

The CPA also provides the governance unit with a statement that the personnel of
the accounting firm to which the accountant belongs are subject to the independence
standards have complied with the relevant independence statements in the Code of
Professional Ethics for Certified Public Accountants of the ROC, and communicates
with the governance unit on all relationships and other matters that may be
considered to affect the independence of the accountant (including relevant protective
measures).

From the matters communicated with the governance unit, this accountant has
decided on the key audit matters for the audit of HANPIN ELECTRON CO., LTD.’s
2022 PARENT COMPANY ONLY financial statements. The CPA describes these
matters in the audit report, unless laws and regulations do not permit the public
disclosure of specific matters, or in rare circumstances, the certified public accountant
decides not to communicate specific matters in the audit report, as it can be
reasonably expected that the negative impact of communication will be greater than
the public gains it enhances.

-217 -



PricewaterhouseCoopers

Chung-Yu Tien
Certified Public Accountant
Tzu-Meng Liu

Financial Supervisory Commission

Approved Visa No.: JGZSZ No. 1070323061
Securities Regulatory Commission of the Former
Ministry of Finance

Approved Visa No.: (84) TCZ (VI) No.29174

February 24, 2023

-218 -



HANPIN ELECTRON CO., LTD.
PARENT COMPANY ONLY BALANCE SHEETS
(Expressed in thousands of New Taiwan dollars)

December 31, 2022

December 31, 2021

Asset Notes Amount % Amount %
Current assets

1100 Cash and cash equivalents VI(l) $ 163,988 5 1,337,109 36
1110 Financial assets at fair value VI (1)

through profit or loss - current 92,027 3 81,641 2
1136 Financial assets at amortized VI, (1)

cost - current 763,800 24 - -
1170 Accounts receivable, net VI (IV) and XII 259,118 8 288,609 8
1180 Accounts receivable - related VI (IV) and VII

parties 20,255 1 37,639 1
1200 Other receivables 6,011 - 7,858 -
1210 Other receivables - related Vi

parties 3,543 - 3,986 -
130X Inventories V and VI (V) 46,376 1 65,158 2
1410 Prepayments 10,853 - 12,840 1
11XX Total current assets 1,365,971 42 1,834,840 50

Non-current assets

1535 Financial assets at amortized VI (1), (Ill) and VI

cost - non-current 32,000 1 27,000 1
1550 Investments accounted for VI (V)

under equity method 1,530,435 47 1,491,824 40
1600 Property, plant and equipment VI (VIT) 276,102 9 286,167 8
1780 Intangible assets 128 - 262 -
1840 Deferred income tax assets VI (XXI1) 21,691 1 42,461 1
1915 Prepayments for equipment 90 - 876 -
1920 Guarantee deposits paid 151 - 151 -
15XX Total non-current assets 1,860,597 58 1,848,741 50
1XXX Total assets $ 3,226,568 100 3,683,581 100

(Continued )
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HANPIN ELECTRON CO., LTD.
PARENT COMPANY ONLY BALANCE SHEETS
(Expressed in thousands of New Taiwan dollars)

December 31, 2022 December 31, 2021
Liabilities and equity Notes Amount % Amount %

Current liabilities
2100 Short-term loans VI (1X) $ 60,000 2 $ 704,000 19
2110 Short-term notes and bills payable VI (X) - - 300,000 8
2130 Contract liabilities - current VI (XV) 40,741 1 31,062 1
2150 Notes payable 194 - 343 -
2170 Accounts payable 49,942 2 134,054 4
2180 Accounts payable - related parties VII 312,760 10 95,961 3
2200 Other payables 129,101 4 81,398 2
2220 Other payables - related parties  VII 140 - 2,173 -
2230 Current income tax liabilities VI (XXII) 67,832 2 34,025 1
21XX Total current liabilities 660,710 21 1,383,016 38

Non-current liabilities
2570 Deferred income tax liabilities VI (XXII) 207,595 6 194,746 5
2640 Net defined benefit liabilities - VI (XI)

non-current 21,578 1 33,304 1

2645 Guarantee deposits received 2,193 - 2,110 -
25XX Total non-current liabilities 231,366 7 230,160 6
2XXX Total liabilities 892,076 28 1,613,176 44

Equity

Share capital
3110 Common stock VI (XII) 799,994 25 799,994 22
3200 Capital surplus VI (XIII) 33,826 1 33,719 1

Retained earnings VI (XIV)
3310 Legal reserve 493,893 15 479,570 13
3320 Special reserve 199,263 6 199,263 5
3350 Unappropriated retained earnings 866,310 27 662,143 18
3400 Other equity interest ( 58,794) ( 2) ( 104,284) ( 3)
3XXX Total equity 2,334,492 72 2,070,405 56

Significant Contingent Liabilities and VIl and IX

Commitments
3X2X Total liabilities and equity $ 3,226,568 100 $ 3,683,581 100

The accompanying notes are an integral part of these parent company only financial statements.

-220 -



PARENT COMPANY ONLY STATEMENTS OF COMPREHENSIVE INCOME

HANPIN ELECTRON CO., LTD.

(Expressed in thousands of New Taiwan dollars, except for earnings per share amounts)

2022 2021
ltems Notes Amount % Amount %
4000 Operating revenue VI(VII, (XV) $ 3,016,265 100 $ 2,366,287 100
5000 Operating costs VI (V), (XI)
(XX), (XXI) and VII ( 2,533,860) ( 84) ( 2,104,008) 89)
5900 Gross profits 482,405 16 262,279 1
Operating expenses VI (XI), (XX)
(XXI), VIl and XII
6100 Selling expenses ( 16,264) ( 1) ( 10,765) -
6200 General and administrative expenses ( 103,727) ( 3) ( 72,300) 3)
6300 Research and development expenses ( 81,342) ( 3) ( 58,872) 3)
6450 Expected credit (losses) gains ( 7,036) - 2,339 -
6000 Total operating expenses ( 208,369) ( 7) ( 139,598) 6)
6900 Operating profit 274,036 9 122,681 5
Non-operating income and expenses
7100 Interest income VI (), (XVI1) 11,469 - 5717 -
7010 Other income VI (XVII) 2,959 - 2,415 -
7020 Other gains and losses VI (1), (XVII) and XII 73,396 3 ( 5,970) -
7050 Finance costs VI (XIX) ( 4,894) - 3,901) -
7070 Share of profit/loss of subsidiaries, VI (V1)
associates, and joint ventures accounted
for under equity method 36,761 1 53,018 2
7000 Total non-operating income and
expenses 119,691 4 51,279 2
7900 Profit before income tax 393,727 13 173,960 7
7950 Income tax expense VI (XXIT) ( 85,042) ( 3) ( 30,665) 1)
8200 Profit for the year $ 308,685 10 $ 143,295 6
Other Comprehensive
Income loss
Components of other comprehensive
income(loss)that will not be reclassified to
profit or loss
8311 Actuarial gains(losses) on defined benefit VI (XI)
plans $ 7,255 - ($ 80) -
8349 Income tax related to components of other VI (XXII)
comprehensive (loss) income that will not
be reclassified to profit or loss ( 1,451) - 16 -
Components of other comprehensive
income (loss) that will be reclassified to
profit or loss
8361 Financial statements translation VI (V1)
differences of foreign operations 56,862 2 16,615) 1)
8399 Income tax relating to components of other VI (XXII)
comprehensive income that will be
reclassified to profit or loss ( 11,372) - 3,323 -
8300 Total other comprehensive income (loss)
for the year $ 51,294 2 (3 13,356) 1)
8500 Total comprehensive income for the year $ 359,979 12 $ 129,939 5
Earnings per share (in dollars) VI (XXII)
9750 Basic $ 38 $ 1.79
9850 Diluted $ 379 § 1.78

The accompanying notes are an integral part of these parent company only financial statements.
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HANPIN ELECTRON CO., LTD.
PARENT COMPANY ONLY STATEMENTS OF CHANGES IN EQUITY
(Expressed in thousands of New Taiwan dollars)

Capital surplus Retained earnings Other equity
Financial
statements
translation
Donated differences of
Issued at assets Special Unappropriated foreign
Notes Common stock premium received Legal reserve reserve retained earnings operations Total

2021
Balance at January 1, 2021 $ 799,994 $ 33,594 $ 71 $ 461,574 $ 199,263 $ 656,907  ($ 90,992 ) $ 2,060,411
Net profit in 2021 - - - - - 143,295 - 143,295
Other comprehensive income in 2021 - - - - - ( 64 ) ( 13,292 ) ( 13,356 )
Total comprehensive income in 2021 - - - - - 143,231 ( 13,292 ) 129,939
Earnings allocation and distribution in 2020:

Legal reserve - - - 17,996 - ( 17,996 ) - -

Cash dividends VI (XIV) - - - - - 119,999 ) - 119,999 )
Referrals of deferred cash dividends in previous
years - - 54 - - - - 54
Balance at December 31, 2021 $ 799,994 $ 33,594 $ 125 $ 479,570 $ 199,263 $ 662,143  ($ 104,284 ) § 2,070,405
2022
Balance at January 1, 2022 $ 799,994 $ 33,594 $ 125 $ 479,570 $ 199,263 $ 662,143  ($ 104,284 ) $ 2,070,405
Net profit in 2022 - - - - - 308,685 - 308,685
Other comprehensive income in 2022 - - - - - 5,804 45,490 51,294
Total comprehensive income in 2022 - - - - - 314,489 45,490 359,979
Earnings allocation and distribution in 2021:

Legal reserve - - - 14,323 - | 14,323 ) - -

Cash dividends VI (XIV) - - - - - 95,999 ) - 95,999 )
Referrals of deferred cash dividends in previous
years - - 107 - - - - 107
Balance at December 31, 2022 $ 799,994 $ 33,594 $ 232 $ 493,893 $ 199,263 $ 866,310 (% 58,794 ) $ 2,334,492

The accompanying notes are an integral part of these parent company only financial statements.
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HANPIN ELECTRON CO., LTD.
PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS
(Expressed in thousands of New Taiwan dollars)

Notes 2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax $ 393,727 $ 173,960
Adjustments
Adjustments to reconcile profit (loss)

Loss on financial assets at fair value through VI (XVIII)
profit or loss 9,536 6,492
Expected credit loss (gain) Xl 7,036 ( 2,339)
Provision for inventory market price decline VI (V) 561 185
Share of profit of subsidiaries, associates, and VI (VI)

joint ventures for under equity method ( 36,761) ( 53,018)
Loss on disposal of investment accounted for VI (VI), (XVIII)
under equity method 2,811 -
Depreciation expense VI (VIT), (XX) 14,754 15,898
Gain on disposal of in property, plant and VI (XVII)
equipment I { 5)
Amortization VI (XX) 134 466
Interest income VI (XVI) 11,469 ) ( 5717)
Interest expense VI (XIX) 4,894 3,901
Changes in operating assets and liabilities
Changes in operating assets
Financial assets at fair value through profit
or loss - current ( 19,922) ( 83,078)
Accounts receivable 22,455 52,436
Accounts receivable - related parties 17,384 22,434
Other receivables 1,960 5,770
Other receivables - related parties 443 56
Inventories 18,221 ( 18,127)
Prepayments 1,883 ( 4,261)
Changes in operating liabilities
Contract liabilities - current 9,679 15,943
Notes payable ( 149) 249
Accounts payable ( 84,112) 8,114
Accounts payable- related parties 216,799 13,405
Other payables 48,374  ( 16,931)
Other payables - related parties ( 2,033) 1,493
Net defined benefit liability - non-current ( 4471) ( 950 )
Cash inflow generated from operations 611,734 136,376
Dividends received VI (V) 12,600 -
Interest received 11,356 6,263
Interest paid ( 4,906) ( 3,968)
Income tax paid ( 30,439) ( 22,985)
Net cash flows from operating
activities 600,345 115,686

(Continued)
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HANPIN ELECTRON CO., LTD.

PARENT COMPANY ONLY STATEMENTS OF CASH FLOWS

(Expressed in thousands of New Taiwan dollars)

CASH FLOWS FROM INVESTMENT ACTIVITIES

Increase in financial assets at amortized cost

Return of capital from investments accounted for

using equity method
Cash paid for acquisition of property, plant and
equipment
Proceeds from disposal of property, plant and
equipment
Acquisition of intangible asset
Increase in prepayment for equipment
Net cash flows used in investing
activities

CASH FLOWS FROM FINANCING ACTIVITIES

(Decrease) increase in short-term loans

(Decrease) increase in short-term notes and bills

payable

Decrease in other payables - related parties
Increase in guarantee deposits received
Payment of cash dividends

Referrals of deferred cash dividends in previous

years

Net cash flows (used in) from financing

activities

Net (decrease) increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Notes 2022 2021
($ 768,800) ($ 4,000 )
VI (V1)

39,601 -

VI (XXIV)
( 2,767) ( 7.114)
- 470
- 159 )
( 1,691) ( 1,924 )
( 733,657) ( 12,727)
VI (XXV) ( 644,000 ) 324,000

VI (XXV)
( 300,000 ) 300,000
VI (XXV) - 367,680 )
VI (XXV) 83 -
VI (XIV) ( 95,999 ) ( 119,999 )
107 54
( 1,039,809 ) 136,375
( 1,173,121) 239,334
VI (1) 1,337,109 1,097,775
VI (1) $ 163,988  $ 1,337,109

The accompanying notes are an integral part of these parent company only financial statements.
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(1)

HANPIN ELECTRON CO., LTD.
Notes to PARENT COMPANY ONLY Financial Statements
2022 and 2021
(Expressed in thousands of New Taiwan dollars)(Unless otherwise specified)

Company history

(1)

(1)

HANPIN ELECTRON CO., LTD. (hereinafter referred to as “the Company”) was
established with approval on April 1, 1969 in accordance with the provisions of the
Company Act and other relevant laws and regulations. It is engaged in the
manufacture and international trade of electrical appliances, lighting equipment, data
storage and processing equipment, wireless communication machinery and
equipment, and electronic components, product design, information software services,
and other businesses.

On October 28, 2003, the shareholders resolved at the stockholders’ meeting that the
Company’s business related to construction department and its related assets and
liabilities be subdivided to Hanchih Development Co., Ltd. with November 28, 2003 as
the base date for the subdivision. The Company exchanged 25,400 thousand shares
of common stock at NT$35.36 per share for NT$10 per share of Hanchih
Development Co., Ltd. based on the book value of the divided net operating assets.

(1) The Company’s shares have been listed and traded on the Taiwan Stock Exchange

since September 17, 2001.

Date and procedure for the adoption of financial reports

The PARENT COMPANY ONLY financial statements were approved by the Board of
Directors and issued on February 24, 2023.

Application of newly issued and revised criteria and interpretations

Impact of the adoption of newly issued and amended International Financial Reporting

Standards (the “IFRSs”) endorsed by the Financial Supervisory Commission (the “FSC”) and

issued into effect

The following table presents the newly issued, amended and revised standards and
interpretations of IFRSs approved by the FSC and effective for the year 2022:

Effective date of
issuance by the
International Accounting

Newly issued/amended/revised standards and interpretations Standards Board

Amendments to IFRS 3, “Index to Conceptual Framework”  January 1, 2022
January 1, 2022

Amendments to IAS 16 “Property, Plant and Equipment: Value
Before Reaching Intended Use”

Amendments to IAS 37 “Loss-making Contracts - Cost of
Performance”

Annual improvement for the 2018-2020 cycle January 1, 2022

January 1, 2022
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The Company has assessed that the above standards and interpretations do not have
a material impact on the Company’s financial position and financial performance.

(I Impact of newly issued and amended IFRSs not yet adopted by the FSC

The following table presents the newly issued, amended and revised standards and
interpretations of IFRSs approved by the FSC for the year 2023:

Effective date of
issuance by the
International Accounting

Newly issued/amended/revised standards and interpretations Standards Board
Amendments to IAS 1, “Disclosure of Accounting Policies” January 1, 2023
Amendments to IAS 8 “Definition of Accounting Estimates” January 1, 2023

Amendments to IAS 12 “Deferred Income Taxes Related to ~ January 1, 2023
Assets and Liabilities Arising from a Single Transaction”

The Company has assessed that the above standards and interpretations do not have
a material impact on the Company’s financial position and financial performance.

(Il1) Impact of International Financial Reporting Standards issued by the IASB but not yet
endorsed by the FSC

The following table presents the newly issued, amended and revised standards and
interpretations of IFRS that have been issued by the IASB but not yet incorporated
into IFRS endorsed by the FSC:

Effective date of
issuance by the
International Accounting
Newly issued/amended/revised standards and interpretations Standards Board
Amendments to IFRS 10 and IAS 28 “Disposal of or To be decided by the
Contribution to Assets between an Investor and its Affiliates or IASB
Joint Ventures”

Amendments to IFRS 16 “Lease Liabilities in Sale and January 1, 2024
Leasebacks”

IFRS 17 “Insurance Contracts” January 1, 2023
Amendments to IFRS 17 “Insurance Contracts” January 1, 2023

Amendments to IFRS 17 “First-time Adoption of IFRS 17 and January 1, 2023
IFRS 9 - Comparative Information”

Amendments to IAS 1 “Current or Non-current Classification of January 1, 2024
Liabilities”

Amendments to IAS 1, “Non-current Liabilities with Contractual January 1, 2024
Provisions”

The Company has assessed that the above standards and interpretations do not have
a material impact on the Company’s financial position and financial performance.
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IV. Summary statement of significant accounting policies

The main accounting policies used in the preparation of this PARENT COMPANY ONLY
financial report are described below. Unless otherwise explanation, these policies apply
consistently throughout the reporting period.

() Compliance Statement

The PARENT COMPANY ONLY financial statements have been prepared in
accordance with the Regulations Governing the Preparation of Financial Reports by
Securities Issuers.

(I1) Basis of preparation

1.

The PARENT COMPANY ONLY financial reports have been prepared on a
historical cost basis, except for the following significant items:

(1) Financial assets measured at fair value through profit or loss measured at fair
value (including derivative instruments).

(2) The defined benefit obligation is recognized as the net of the current value of
the pension fund assets less the defined benefit obligation.

. The preparation of PARENT COMPANY ONLY financial reports in conformity with

International Financial Reporting Standards, International Accounting Standards,
Interpretations and Interpretative Pronouncements (“IFRSs”) requires the use of
certain critical accounting estimates, and the use of judgment by management in
the process of applying the Company’s accounting policies. For items involving a
high degree of judgment or complexity, or items involving significant assumptions
and estimates in the PARENT COMPANY ONLY financial reports, please refer to
Note V, Major sources of uncertainty in material accounting judgments, estimates
and assumptions.

(1) Foreign currency translation

Items includes in the Company’s PARENT COMPANY ONLY financial reports are
measured in the currency of the primary economic environment in which the Company
operates (i.e., the functional currency). The PARENT COMPANY ONLY financial
statements are presented in NTD, which is the Company’s functional currency.

1.

Foreign currency transactions are translated into the functional currency using the
exchange rate at the date of the transaction or measurement date, and translation
differences arising from such transactions are recognized in profit or loss for the
period.

. The balances of monetary assets and liabilities denominated in foreign currencies

are adjusted at the exchange rates prevailing on the balance sheet date, and the
resulting translation differences are recognized in profit or loss for the current
period.

. The balances of non-monetary assets and liabilities denominated in foreign

currencies that are measured at fair value through profit or loss are adjusted at the
exchange rates prevailing on the balance sheet date, with the resulting exchange
differences recognized in profit or loss for the current period; those measured at fair
value through other comprehensive income are adjusted at the exchange rates
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prevailing on the balance sheet date, with the resulting exchange differences
recognized in other comprehensive income; those not measured at fair value are
measured at the historical exchange rates at the date of initial transaction.

4. All exchange profits or losses are reported in “Other profits or losses” in the
consolidated statement of income.

(IV) Classification criteria for distinguishing between current and non current assets and
liabilities

1. Assets are classified as current assets if one of the following conditions is met:

(1) Expected that the asset will be realized in the normal course of business cycle
or intended to be sold or consumed.

(2) Those held mainly for trading purposes.
(3) Expects to be realized within 12 months after the balance sheet date.

(4) Cash or cash equivalents, unless they are exchanged or restricted from being
used to settle liabilities for at least 12 months after the balance sheet date.

The Company classifies all assets that do not meet the above criteria as
non-current.

2. Liabilities are classified as current liabilities if one of the following conditions is met:
(1) Expected to be repaid in the normal operating cycle.
(2) Those held mainly for trading purposes.
(3) Expected to be repaid within 12 months after the balance sheet date.
(

4) The repayment period cannot be unconditionally deferred to at least 12 months
after the balance sheet date. The terms of the liabilities, which may be settled
by issuing equity instruments at the option of the counter-parties, do not affect
their classification.

The Company classifies all liabilities that do not meet the above criteria as
non-current.

(V) Cash equivalents

1. Cash equivalents refer to short-term, highly liquid investments that can be readily
converted into fixed amounts of cash with minimal risk of changes in value.

2. The bonds with repurchase agreements that meet the above definition and are held
for the purpose of meeting short-term cash commitments for operations are
classified as cash equivalents.

(VI) Einancial assets measured at fair value through profit or loss

1. It refers to financial assets that are not measured at amortized cost or at fair value
through other comprehensive profit or loss.

2. The Company adopts transaction date accounting for financial assets measured at
fair value through profit or loss in accordance with the customary transactions.

3. The Company is measured at fair value upon initial recognition, with related
transaction costs recognized in profit or loss, and subsequently measured at fair
value, with its profits or losses recognized in profit or loss
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4. The Company recognizes dividend income in profit or loss when the right to receive
dividends is established, it is probable that the economic benefits associated with
the dividends will flow in and the amount of dividends can be measured reliably.

(VIl)Einancial assets at amortized cost

1. It refers to those who simultaneously meet the following conditions:

(1) The financial assets are held under an operating model whose objective is to
collect the contractual cash flows.

(2) The contractual terms of the financial assets generate cash flows on specific
dates solely for the purpose of paying principal and interest on the outstanding
principal amount.

2. The Company adopts transaction date accounting for financial assets measured at
amortized cost in accordance with the trading practice.

3. The Company is measured at its fair value plus transaction costs upon initial
recognition, and subsequently recognized interest income and impairment loss over
the liquidity period using the effective interest method under the amortization
procedure, with its profits or losses recognized in profit or loss when it is
derecognized.

4. Time deposits held by the Company that do not meet the cash equivalents are
measured at the investment amount because of the short holding period and the
impact of discounting is not significant.

(VI Accounts and notes receivable

1. It refers to accounts and notes that have the unconditional right to receive the
amount of consideration exchanged for the transfer of goods or services in
accordance with the contract.

2. Due to the insignificant impact of discounting on short-term accounts and notes
receivable with unpaid interest, the Company measures them based on the original
invoice amount.

(IX) Inventories

Inventories are recorded on the basis of standard cost, and cost carryforwards are
calculated on a weighted-average basis. The differences are allocated to cost of
goods sold and ending inventories at the end of each month to reflect actual costs.
The cost of finished products and work in process includes raw materials, direct labor,
other direct costs and production-related manufacturing expenses (apportioned
according to normal production capacity), but excludes loan costs. Inventories at the
end of the period are measured at the lower of cost or net realizable value, and when
comparing the lower of cost or net realizable value, the item-by-item comparison
method is used. Net realizable value is the estimated selling price in the ordinary
course of business less the estimated costs to be invested to completion and the
estimated costs to complete the sale. If the cost is higher than the net realizable value,
a loss on decline in value is recorded and included in current operating costs. If the net
realizable value increases, the valuation allowance is written down to the extent of the
credit balance and included in current operating costs.
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(X) Impairment of financial assets

On each balance sheet date, after considering all reasonable and verifiable
information (including forward-looking information) for financial assets measured at
amortized cost, the Company will measure the allowance loss based on the expected
12-month credit loss amount for those whose credit risk has not significantly increased
since the initial recognition; For those whose credit risk has significantly increased
since the original recognition, the allowance loss is measured based on the expected
amount of credit loss during the period of existence; For accounts receivable that do
not include significant financial components, the allowance loss is measured based on
the expected amount of credit loss during the period of existence.

(XI) Derecognition of financial assets

Financial assets are derecognized when the Company’s contractual rights to receive
cash flows from the financial assets lapse.

(XIl)Investments accounted for using equity method / subsidiaries

1.

The subsidiary refers to the PARENT COMPANY ONLY (including structured
PARENT COMPANY ONLY) that is controlled by the Company, and the Company
controls the PARENT COMPANY ONLY when it is exposed to or entitled to variable
remuneration from participation in the PARENT COMPANY ONLY, and has the
ability to influence such remuneration through its power over the PARENT
COMPANY ONLY.

. Unrealized profits or losses on transactions between the Company and its

subsidiaries have been eliminated. The accounting policies of the subsidiary have
been adjusted as necessary to be consistent with the policies adopted by the
Company.

. The Company recognizes the share of profits and losses of subsidiaries acquired

as current profits and losses, and recognizes the share of other comprehensive
profits and losses acquired as other comprehensive profits and losses. If the share
of losses recognized in a subsidiary equals or exceeds its equity in that subsidiary,
the Company continues to recognize losses in proportion to the percentage of
shareholding.

. When the company loses control of the subsidiary, for all amounts previously

recognized in other comprehensive profit and loss relate to that subsidiary and are
accounted for on the same basis as if the Group had directly disposed of the
related assets or liabilities, i.e., if a profit and loss previously recognized in other
comprehensive profit and loss would be reclassified to profit or loss upon disposal
of the related assets or liabilities, the profit or loss is reclassified from equity to profit
or loss when control over the subsidiary is lost.

. In accordance with the Regulations Governing the Preparation of Financial Reports

by Securities Issuers, the profit or loss and other comprehensive income or loss for
the current period in the PARENT COMPANY ONLY financial statements should be
the same as the apportionment of profit or loss and other comprehensive income
equity attributable to owners of parent in the financial statements prepared on a
consolidated basis, and the owners’ equity in the PARENT COMPANY ONLY
financial statements should be the same as the equity attributable to the owners of
the parent company in the financial statements prepared on a consolidation basis.
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(X1

(XIV)

(XV)

(XVI)

Property, plant and equipment

1. Property, plant and equipment, except for those items that have been revalued in
accordance with the law, are based on the acquisition cost and the related interest
is capitalized during the period of purchase and construction.

2. Subsequent costs are included in the book amount of an asset or recognized as a
separate asset only when it is probable that future economic benefits related to the
item will flow to the Company and the cost of the item can be measured reliably.
The book amount of the replaced part of the accounts should be derecognized. All
other repair costs are recognized in profit or loss in the period in which they are
incurred.

3. For the subsequent measurement of purchasing cost mode of property, plant and
equipment, except for land, which is not depreciated, depreciation is based on the
straight-line method over the estimated useful life. If the components of property,
plant and equipment are significant, they are depreciated separately.

4. The Company reviews the residual value, useful life and depreciation method of
each asset at the end of each fiscal year. If the expected values of residual values
and useful lives differ from previous estimates, or if there is a significant change in
the expected consumption pattern of the future economic benefits included in the
asset, the change in accounting estimates according to the IAS 8, “Accounting
policies, changes in accounting estimates and errors” from the date of the change.
The useful life of each asset is as follows:

Asset name Useful life
Buildings 16 - 56 years
Machinery equipment 5-10 years
Mold equipment 2 - 5 years
Transportation equipment 6 years
Office equipment 5-11 years
Utilities equipment 16 years
Other equipment 6- 11 years

Leasing arrangement(lessor) - operating leases

Lease income from operating leases, net of any incentives given to the lessee, is
recognized in profit or loss on the straight-line amortization method during the lease
term.

Intangible assets

1. Patent rights

Recognized at acquisition cost and amortized on a straight-line method based on the
estimated benefit period of three years.

2. Computer Software

Recognized at acquisition cost and amortized on a straight-line method based on the
estimated benefit period of three years.

Impairment of non-financial assets

The Company estimates the recoverable amount of assets with signs of decrease on
the balance sheet date. When the recoverable amount is lower than their book value,
decrease losses are recognized. The recoverable amount refers to the fair value of an
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(XVII)

(XVIII)

(XIX)

asset less cost to dispose or its use value, which are higher. When the impairment of
assets recognized in prior years does not exist or decreases, the impairment loss is
reversed, provided that the book amount of the asset increased by the reversed
impairment loss does not exceed the book amount that would have been determined,
net of depreciation or amortization, if no impairment loss had been recognized for the
asset.

Loans

It refers to long- and short-term loans from banks. The Company is measured at its
fair value less transaction costs upon initial recognition, and subsequently recognized
interest expense in profit or loss over the period of liquidity using the effective interest
method under the amortization procedure for any difference between the price less
transaction costs and the redemption value.

Financial liabilities at fair value through profit or loss

1. A financial liability is one that is held for trading for the primary purpose of
repurchasing in the near future or designated the financial liabilities measured at
fair value through profit or loss on initial recognition. The Company designates a
financial liability as measured at fair value through profit or loss on initial recognition
when one of the following conditions meets:

(1) It is a hybrid (combined) contract; or

(2) Eliminable or significant reduction in measurement or recognition
inconsistencies; or

(3) The instruments are managed and evaluated on a fair value basis in
accordance with the written risk management policy.

2. The Company is measured at fair value upon initial recognition, with related
transaction costs recognized in profit or loss, and subsequently measured at fair
value, with its profits or losses recognized in profit or loss

Non-hedging and embedded derivatives

1. Non-hedging derivative instruments are measured at fair value on the date of
contract upon initial recognition, and financial assets or liabilities measured at fair
value through profit or loss are subsequently measured at fair value, with its profit
or loss recognized in profit or loss.

2. For hybrid contracts of financial assets embedded in derivative instruments, the
overall hybrid instruments are classified as financial assets measured at fair value
through profit or loss, financial assets measured at fair value through other
comprehensive profit or loss, and financial assets measured at amortized cost
upon initial recognition in accordance with the terms of the contracts.

3. For hybrid contracts of non-financial assets embedded in derivative instruments,
the economic characteristics and risks of the embedded derivative instruments are
closely related to those of the host contracts based on the terms of the contracts at
the time of initial recognition to determine whether they are separated. When
closely related, the overall hybrid instruments are treated according to the
appropriate criteria based on their nature. When not closely related, derivatives are
separated from the host contract and treated as derivatives, with the host contract
treated according to the appropriate criteria based on its nature; or the overall
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(XX)

(XXI)

(XXII)

financial liabilities are designated as financial liabilities measured at fair value
through profit or loss on initial recognition.

Accounts and notes payable

1.

Debt arising from the purchase of raw materials, goods or services on credit and
negotiable instrument payable arising from operating and non-operating activities
are referred to as debt.

. Due to the insignificant impact of discounting on short-term accounts and notes

payable with unpaid interest, the Company measures them based on the original
invoice amount.

Derecognition of financial liabilities

The Company derecognizes financial liabilities upon the performance, cancellation or
maturity of the obligations specified in the contracts.

Employee benefits

1.

Short-term employee welfare

Short-term employee welfare is measured at the non-discounted amount expected to
be paid and are recognized as an expense when the related services are rendered.

2. Pension

(1) Defined contribution plans

For defined contribution plans, the amount to be contributed to the pension
fund is recognized as pension cost for the period on an accrual basis. Prepaid
contributions are recognized as assets to within the scope of refundable cash
or reduced future payments.

(2) Defined benefit plans

A.The net obligation under the defined benefit plans is calculated by
discounting the amount of future benefit payments earned by employees for
current or past service and subtracting the fair value of plan assets from the
present value of the defined benefit obligation as of the balance sheet date.
The net defined benefit obligation is calculated annually by the actuary using
the projected unit credit method, and the discount rate is determined by
reference to market yields on government debt (at the balance sheet date)
that correspond to the currency and period of the defined benéefit plan at the
balance sheet date.

B. The re-measurement arising from defined benefit plans is recognized in
other comprehensive income in the period in which it occurs and is
expressed in retained earnings.

3. Remuneration to employees and directors

Remuneration to employees and directors is recognized as expenses and liabilities
when there is legal or constructive obligation and the amount can be reasonably
estimated. If the actual allotment amount differs from the estimated amount in a
subsequent decision, the difference is treated as changes in accounting estimates.
In addition, if employees are paid in shares, the basis for calculating the number of
shares is the closing price on the day before the date of the board of directors’
resolution.
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(XX

(XXIV)

(XXV)

(XXVI)

Income tax

1. Income tax expense consists of current and deferred tax. Income tax is recognized
in profit or loss, except for those relating to items included in other comprehensive
income or directly in equity, which are included in other comprehensive income or
directly in equity, respectively.

2. The Company calculates current income taxes based on the tax rates that have
been legislated or substantively legislated at the balance sheet date in the
countries in which the Company operates and generates taxable income.
Management periodically evaluates the status of income tax reporting in relation to
applicable income tax regulations, and estimates the income tax liabilities based on
the expected tax payments to the tax authorities in applicable. The income tax
imposed on undistributed earnings in accordance with the income tax law is
recognized as income tax expense on undistributed earnings based on the actual
distribution of earnings until the earnings distribution plan is approved by the
shareholders’ meeting following the year in which the earnings are generated.

3. Deferred income tax is recognized using the balance sheet method on temporary
differences arising between the tax bases of assets and liabilities and their book
amounts on PARENT COMPANY ONLY balance sheets. Deferred income tax
liabilities arising from goodwill arising from original recognition are not recognized.
Deferred income tax is not recognized if it arises from the original recognition of an
asset or liability in a transaction (other than a business combination) that does not
affect accounting profit or taxable income (tax loss) at the time of the transaction. If
the Company is able to control the timing of the reversal of temporary differences
arising from an investment in a subsidiary and it is probable that the temporary
differences will not reverse in the foreseeable future, the temporary differences are
not recognized. Deferred income tax is based on the tax rates and tax laws that are
expected to apply when the relevant deferred income tax assets are realized or the
deferred income tax liabilities are settled, if legislation has been legislated or
substantively enacted at the balance sheet date.

4. Deferred income tax assets are recognized to the extent that it is probable that
future taxable income will be available against which the temporary differences can
be utilized, and the unrecognized and recognized deferred income tax assets are
reassessed at each balance sheet date.

Share capital

Ordinary shares are classified as equity. The net amount of incremental costs directly
attributable to the issuance of new shares or stock options after deducting income tax
are recognized as a price deduction in equity.

Dividends

Dividends distributed to the Company’s shareholders are recognized in the financial
statements when the Company’s shareholders meeting resolves to distribute the
dividends, and the distribution of cash dividends is recognized as liabilities, distributed
stock dividends are recognized as stock dividends to be distributed and are
transferred to common capital on the basis date of issuance of new shares.

Revenue recognition

Product sales
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V.

VI.

(1)

1. The Company mainly manufactures and sells audio and other products, and sales
revenue is recognized when control of the product is transferred to the customer.
That is, when the product is delivered to the customer, the customer has discretion
over the channel and price of product sales, and the Company has no outstanding
performance obligations that may affect the customer’s acceptance of the product.
Delivery of products occurs when the product is delivered to the designated
location, the risk of obsolescence and loss has been transferred to the customer,
and the customer accepts the product in accordance with the sales contract, or
there is objective evidence that all acceptance criteria have been met.

2. Accounts receivable are recognized when the products are delivered to customers,
as the Company has an unconditional right to the contract price from that point
onward, and only time is required to collect the consideration from customers.

(XXVIl)  Government grants

Government subsidy are recognized at fair value when there is reasonable
assurance that the enterprise will comply with the conditions attached to the
government subsidy and that the subsidy will be received. If the nature of the
government subsidy is to compensate the Company for expenses incurred, the
government subsidy is recognized in profit or loss on a systematic basis in the
period in which the related expenses are incurred.

Major sources of uncertainty in material accounting judgments, estimates and assumptions

The Company in preparing the PARENT COMPANY ONLY financial statements,
management has exercised its judgment in determining the accounting policies to be used
and has made accounting estimates and assumptions that are based on reasonable
expectations of future events under the circumstances prevailing at the balance sheet date.
Significant accounting estimates and assumptions made may differ from actual results and
will be evaluated and adjusted on an ongoing basis, taking into account historical
experience and other factors. The estimates and assumptions have a significant risk of
causing a material adjustment to the book amounts of assets and liabilities in the next
accounting year. Please see below for a description of significant accounting judgments,
estimates and assumption uncertainties:

Inventory valuation

1. As inventories must be valued at the lower of cost and net realizable value, the Company
must use judgment and estimates to determine the net realizable value of inventories on
the balance sheet date. As a result of rapid technological change, the Company
assesses the amount of inventories due to normal wear and tear, obsolescence or lack
of market value on the balance sheet date and reduces the cost of inventories to net
realizable value. This inventory evaluation is mainly based on the estimation of product
demand in a specific period in the future, so there may be significant changes.

2. As of December 31, 2022, the carrying amount of inventories was $46,376.
Statement of important accounting items

Cash and cash equivalents

December 31, 2022 December 31, 2021
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Cash:

Cash on hand $ 199 $ 209
Checking deposits and demand deposits 163,789 672,550
163,988 672,759

Cash equivalents:
Bonds with repurchase agreement - 664,350
_$ 163,988 S 1,337,109

1. The financial institutions with which the Company transacts have good credit quality
and the Company transacts with a number of financial institutions to spread credit
risk. The probability of expected default is very low.

2. The Company pledged time deposits with maturities of more than three months and
less than one year of $763,800 and $-, respectively, and time deposits of more than
one year of $32,000 and $27,000, respectively, to “Financial assets at amortized
cost-current” and “Financial assets at amortized cost-non-current” as of December
31, 2022 and 2021.

(I1) FEinancial assets measured at fair value through profit or loss - current

Assets December 31, 2022 December 31, 2021

Financial assets mandatorily measured at fair value
through profit or loss

Beneficiary certificates $ 103,000 $ 83,078
Unlisted stocks 573 573
Derivatives-forward exchange contracts - -
103,573 83,651

Valuation adjustment ( 11,546) ( 2.010)
_$ 92,027 $ 81,641

1. Details of financial assets measured at fair value through profit or loss recognized in
profit or loss are as follows:

2022 2021

Financial assets mandatorily measured at fair
value through profit or loss I 20.457) $ 20.483

2. The transaction and contract information of the Company’s derivative financial
assets for which hedge accounting is not applicable are as follows:

December 31, 2021
ltems Contract Amount Contract Period
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Forward foreign exchange selling USD 11,000 (in

contract thousands) 2021.10~2022 .4
Forward foreign exchange buying USD 11,000 thousand
contract dollars 2021.10~2022.4

None on December 31, 2022.

The forward foreign exchange contracts that the Company is engaged in are mainly
to avoid exchange risks arising from exchange rate changes in operating activities,
but hedge accounting is not applicable.

3. Please refer to Note XIlI, (lI) Description of Financial Instruments for credit risk of
financial assets measured at fair value through profit or loss.

(Ill) Financial assets at amortized cost

ltems December 31, 2022 December 31, 2021
Current items:
Time deposits with a maturity of more

than three months but less than one
year 9 763,800 _$ -

Non-current items:

Pledged time deposits $ 32,000 _$ 27,000
1. Interest income of $7,037 and $914 (shown as “interest income”) was recognized in

profit or loss as at December 31, 2022 and 2021, respectively, for the Company’s
financial assets measured at amortized cost.

2. The maximum exposure to credit risk as at December 31, 2022 and 2021 is the
book value of the financial assets measured at amortized cost that best represent
the Company’s holdings, irrespective of collateral or other credit enhancements
held.

3. Please refer to Note VIII, Description of Pledged Assets for the information provided
by the Company on pledges of financial assets measured at amortized cost as of
December 31, 2022 and 2021.

4. Please refer to Note XIlI, (IlI) for information on the credit risk of financial assets
measured at amortized cost. The trading partners of the Company’s investment in
certificates of deposit are financial institutions with good credit quality, and the
possibility of default is expected to be low.

(IV) Account receivable, net

December 31, 2022 December 31, 2021
Accounts receivable $ 267,066 $ 303,555
Less: Allowance for uncollectible accounts ( 7.948) ( 14,946)
259,118
2 $ 288,609

1. Aging analysis of accounts receivable (including related parties) is as follows:
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December 31, 2022 December 31, 2021

Current $ 280,129 $ 327,160
1 to 30 days past due 2,582 -
61 to 90 days past due 4,610 -
More than 91 days past due (Note) - 14,034
_$ 287,321 $ 341,194

(Note) Accounts receivable that were more than 91 days past due as at December
31, 2022 were written off as uncollectable.

The above aging analysis is based on days past due.

2. As of December 31, 2022 and 2021, accounts receivable were all from contracts
with customers. As of January 1, 2021, the balance of receivables (including related
parties) from contracts with customers amounted to $416,064.

3. The Company did not hold any collateral as security for accounts receivable on
December 31, 2022 and 2021.

4. Please refer to Note XIl, (Il) Description of Financial Instruments for relevant
information on credit risk of accounts receivable.

(V) Inventories

December 31, 2022

Allowance for valuation

Cost I Book value
0ss
Merchandise $ 11,783  ($ 278) $ 11,505
Raw materials 36,795 ( 1,924) 34,871
$ 48,578 (% 2,202) _$ 46,376
December 31, 2021
Cost AIIowanceI for valuation Book value
0SS
Merchandise $ 35,198 (% 299) $ 34,899
Raw materials 31,601 ( 1,342) 30,259
$ 66,799 ($ 1.641) _$ 65,158
The cost of inventories recognized as expense for the year
2022 2021
Cost of goods sold $ 2,531,544 $ 2,101,742
Loss on inventory valuation 561 185
Loss on discarding of inventory 239 565
_$ 2532344 _§ 2,102,492
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(V1) Investments accounts for under equity method

2022 2021
Balance, January 1 $ 1,491,824 $ 1,455,421
Dispose of investments accounts for under equity ( 42,412) -
method (Note)
Share of investment earnings and losses accounted 36,761 53,018
for under equity method
Distribution of earnings from investment accounted  ( 12,600) -
for using equity method
Changes in other equity interest 56,862 ( 16.615)
Balance, December 31 $ 1,530,435 $ 1,491,824
December 31, 2022 December 31, 2021
Subsidiary $ 1,530435 _$ 1,491,824

(Note) HANPIN PRO AUDIO CO., LTD, a subsidiary of the
Company, has completed the liquidation and cancellation in
September 2022, and the Company has recovered $39,601
from the liquidation, and recognized the investment loss of
$2,811 by using the equity method (shown as “other benefits
and losses”).

1. For details of the Company’s subsidiary, please refer to Note IV, (lll) Explanation of
Consolidation Basis to the Company’s Consolidated Financial Statements for Year
2022.

2. The Company has no investment accounted for under equity method pledged to
others as of December 31, 2022 and 2021.
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(V1) Property, plant and equipment

Buildings Utilities and
Machinery Mold Transportation Office other Construction
Land Owner-occupied Lease Subtotal equipment equipment equipment equipment equipment in progress Total

January 1, 2022

Cost $ 155,919 $ 173,567 $ 99,585 $ 273,152 $ 2,835 $ 23,113 $ 3,264 $ 6,660 $ 13,273 $ - $ 478,216
Accumulated

depreciation - (__106,641) (_59,832) (__166,473) ( 1,791) (_12,014) (_ 2,996) ( 3,334) ( 5,441) - (_192,049)

$ 155,919 $ 66,926 $ 39,753 $ 106,679 $ 1,044 $ 11,099 $ 268 $ 3,326 $ 7,832 $ - $ 286,167
022

January 1 $ 155,919 $ 66,926 $ 39,753 $ 106,679 $ 1,044 $ 11,099 $ 268 $ 3,326 $ 7,832 $ - $ 286,167

Additions - 870 - 870 112 319 - 474 437 - 2,212

Transferred from - - - - - - - - - 2,477 2,477

prepayment for

equipment

Acceptance - - - - - 2,255 - - 222 ( 2,477) -

transfer-in

Depreciation expense - ( 5,928) ( 1,869) ( 7,797) ( 219) ( 4,236) ( 83) ( 1,167) ( 1,252) - ( 14,754)

Disposals ; - ; ; ( 245) (  5442) ( 2,770 (1145 ( 1337) - ( 10,039)

- Accumulated
depreciation - - - - 245 5,442 2,770 1,145 1,337 - 10,939

December 31 _$ 155,919 _$ 61,868 _$ 37,884 _$ 99,752 _$ 937 _$ 9437 _$ 185 _$ 2633 _$ 7,239 _$ - $ 276,102

December 31, 2022

Cost $ 155,919 $ 174,437 $ 99,585 $ 274,022 $ 2,702 $ 20,245 $ 494 $ 5,989 $ 12,595 $ - $ 471,966

Accumulated

depreciation - (_112,569) (_ 61,701) (_174,270) (__1,765) (_10,808) ( 309) ( 3,356) ( 5,356) - (__195,864)
$ 155,919 $ 61,868 $ 37,884 $ 99,752 $ 937 $ 9437 $ 185 $ 2,633 $ 7,239 $ - $ 276,102
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Buildings Utilities
Machinery Transportation Office and other Construction on
Land Owner-occupied Lease Subtotal equipment  Mold equipment equipment equipment equipment in progress Total

January 1, 2021
Cost $ 155,919 $ 173,626 $ 99,585 $ 273,211 $ 2,664 $ 22,403 $ 3,869 $ 7,568 $ 15,813 $ - $ 481,447
Accumulated depreciation - (101,163) (__57964) (__159.127) (1,637) (_10,117) (3,041) ( 4,787) ( 7,154) - (_185,863)

$155,919 _$ 72,463 $ 41,621 $ 114,084 $ 1,027 $ 12,286 $ 828 $ 2,781 $ 8,659 $ - $ 295,584

021
January 1 $155919 § 72,463 $ 41,621 $ 114,084 $ 1,027 $ 12,286 $ 828 $ 2,781 $ 8,659 $ - $ 295,584
Additions - 359 - 359 223 3,026 - 1,845 238 - 5,691
Transferred from - - - - - - - - - 1,255 1,255
prepayment for equipment
Acceptance transfer-in - - - - 80 725 - - 450 ( 1.255) -
Depreciation expense - ( 5,896) ( 1,868) ( 7,764) ( 286) ( 4,473) ( 560) ( 1,300) ( 1,515) - ( 15,898)
D'Sp_°éz'sst - 418) - 418)  ( 132) ( 3,041) (  605) ( 2753) ( 3,228) - ( 10,177)
- Accumulated
depreciation - 418 - 418 132 2,576 605 2,753 3,228 - 9,712

December 31 _$155919 _$ 66,926 _$ 39,753 _$ 106,679 _$ 1,044 _$ 11,099 _$ 268 _$ 3326 _$ 7832 _$ - $ 286,167
December 31, 2021
Cost $ 155,919 $ 173,567 $ 99,585 $ 273,152 $ 2,835 $ 23,113 $ 3,264 $ 6,660 $ 13,273 $ - $ 478,216
Accumulated depreciation - (106.641) (_59,832) ( 166.473) ( 1,791) (12,014) (_2,996) ( 3,334) ( 5,441) - (_192,049)

$155,919 _$ 66,926 $ 39,753 $ 106,679 $ 1,044 $ 11,099 $ 268 $ 3,326 $ 7,832 $ - $ 286,167
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(VI

2.

3.

. The Company’s property, plant and equipment as at December 31, 2022 and 2021

were for own use except for certain houses and buildings for lease.

There was no capitalization of loan costs in respect of property, plant and
equipment during Year 2022 and 2021.

The Company did not provide guarantee for property, plant and equipment as of
December 31, 2022 and 2021.

Leasing arrangements-lessor

1.

The underlying assets leased by the Company are buildings and the lease contract
period typically ranges from 1 to 5 years. The lease contract is negotiated
individually and contains various terms and conditions. To preserve the use of
leased assets, lessees are generally required not to use the leased assets as
security for borrowings.

. The Company recognized rental income of $10,141 and $9,650 (shown as

‘operating revenue”) based on operating lease contracts in 2022 and 2021
respectively, in which no variable lease payments were made.

. The analysis of the expiry dates of lease payments under operating leases of the

Company is as follows:

December 31, 2022 December 31, 2021
Within next 1 year $ 6,206 $ 9,892
Next 1~2 years 4,453 1,771
Next 2~3 years 3,714 18
Next 3~4 years - 18
_$ 14,373 S 11,699
(IX) Short-term loans
Type of loans December 31, 2022 Interest rate range  Collateral
Bank loans
Unsecured bank
loans 9 60,000 1.99% None
Type of loans December 31, 2021 Interest rate range _Collateral
Bank loans
Unsecured bank
loans $ 704,000 0.62%~0.79% None

(X)

Please refer to Note VI, (XIX) Description of Finance Costs for details of the
Company’s interest expenses recognized in profit or loss for Year 2022, 2021.

Short-term notes and bills payable

December 31, 2021 Interest rate range  Collateral

Commercial papers
payable $ 300,000 0.84%~0.85% None
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1. None on December 31, 2022.

2. The above commercial promissory notes payable are guaranteed to be issued by
China Bills Finance Corporation and Mega Bills Finance Corporation for short-term
capital turnover.

3. Please refer to Note VI, (XIX) Description of Finance Costs for details of the
Company’s interest charges recognized in profit or loss for the Years 2022, 2021.

(XI) Pensions

1. The Company has defined benefit retirement scheme in accordance with the
provisions of Labor Standards Act, which is applicable to the length of service of all
regular employees before the implementation of Labor Pension Act on July 1, 2005
and the subsequent length of service of employees who elect to continue to apply
Labor Standards Act after the implementation of the Labor Pension Act. For
employees who are eligible for retirement, the pension shall be paid based on the
length of service and the average salary of the six months prior to retirement. Two
bases shall be given for each full year of service within 15 years (inclusive), and one
base shall be given for each full year of service beyond 15 years, subject to a
cumulative maximum of 45 bases. The Company contributes 3.5% of total salaries to
a monthly pension fund, which is deposited in the Bank of Taiwan in the name of the
Labor Pension Fund Supervisory Committee. In addition, before the end of each year,
the Company shall estimate the balance in the special account of labor retirement
reserve referred to in the preceding clause. If the balance is not enough to pay the
amount of pension calculated as mentioned above for the estimated eligible workers
in the next year, the Company shall make a single appropriation for the difference
before the end of March of the next year. The relevant information of the Company’s
retirement payment method determined according to the previous disclosure is as
follows:

(1) The amounts recognized in the balance sheet are as follows:

December 31, 2022 December 31, 2021
Present value of defined benefit ($ 97,939) $ 98,688)
obligations
Fair value of plan assets 76,361 65,384
Net defined benefit liability $ 21,578) $ 33,304)
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(2) Movements in present value of defined benefit obligations are as follows:

Present value of

Fair value of plan

Net defined benéefit

defined benefit.

assets

liability

obligations
2022
Balance at January 1 ($ 98,688) $ 65,384 ($ 33,304)
Current service cost  ( 847) - ( 847)
Interest (expense)
income ( 592) 392 ( 200)
( 100,127) 65,776 ( 34,351)
Remeasurements:
Return on plan - 5,067 5,067
assets (excluding
amounts
included in
interest income
or expense)
Change in 1,744 - 1,744
financial
assumptions
Experience
adjustments 444 - 444
2,188 5,067 7,255
Pension fund
contribution - 5,518 5,518
Balance at December ($ 97,939) _$ 76,361 $ 21,578)
31
Present value of Fair value of plan Net defined benefit
defined benefit assets liability
obligations
2021
Balance at January 1 ($ 98,271) $ 64,097 ($ 34,174)
Current service cost 759) - ( 759)
Interest (expense)
income ( 197) 128 ( 69)
( 99,227) 64,225 ( 35,002)
Remeasurements:
Return on plan - 1,028 1,028
assets (excluding
amounts included
in interest income
or expense)
Change in ( 35) - ( 35)
population
assumptions
Change in 1,643 - 1,643
financial
assumptions
Experience
adjustments ( 2,716) - ( 2,716)
( 1,108) 1,028 ( 80)
Pension fund
contribution - 1,778 1,778
Paid pensions 1,647 ( 1,647) -
Balance at December ($ 98,688) _$ 65,384 $ 33,304)

31
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3)

The assets of the Company’s defined welfare retirement plan fund are
entrusted by Bank of Taiwan according to the proportion and amount of
entrusted business items set by the investment and operation plan of the fund,
according to the items in Article 6 of the Measures for the Custody and
Operation of Income and Expenditure of Work Retirement Fund (i.e.
depositing in domestic and foreign financial institutions, investing in domestic
and foreign listed, OTC or private equity securities, and investing in
securitized goods of domestic and foreign movable property, etc.), and the
relevant application is supervised by the Labor Retirement Fund Supervision
Committee. For the use of the fund, the minimum income to be distributed
each year shall not be lower than the income calculated by the two-year time
deposit interest rate of the appropriate bank. If there is any deficiency, it shall
be fully funded by the state database after being approved by the competent
authority. As the Company does not have the right to operate and manage the
fund, it is not possible to disclose the classification of the fair value of planned
assets in accordance with Paragraph 142 of International Accounting
Standards No.19. For the fair value of the fund’s total assets on December 31,
2022 and 2021, please refer to the employment report of the labor retirement
fund in each year announced by the government.

Actuarial assumptions about pensions are summarized as follows:

2022 2021
Discount rate 1.10% 0.60%
Future salary increases 1.00% 1.00%

Assumptions about mortality rates in the future are estimated based on
published national statistics and experience.

The analysis of the current value of the defined benefit obligation as a result of
changes in the key actuarial assumptions used is as follows:

Discount rate Future salary increases
Increased Decrease Increased Decrease
0.25% 0.25% 0.25% 0.25%
December 31, 2022
Effect on present value of
defined benefit obligation
848) _$ 864 _$ 646 (3 638)
December 31, 2021
Effect on present value of
defined benefit obligation
$ 979) _$ 999 _§ 773 (% 762)

The sensitivity analysis above is based on the analysis of the impacts of
changes in a single assumption with the other assumptions held constant.
Changes in many of the assumptions in practice may be interlocking. The
sensitivity analysis is consistent with the method used to calculate the net
pension liabilities of the balance sheet. The methods and assumptions used
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in the preparation of sensitivity analysis in this year are the same as those in
the previous year.

(5) Expected contributions to the defined benefit pension plans of the Company
for the year 2023 amount to $357.

(6) As of December 31, 2022, the weighted average duration of the retirement
plan is 4 years. The analysis of timing of the future pension payment was as

follows:

Within next 1 year $ 31,882
Next 2-5 years 45,701
Next over 6 years 24,279

_$ 101,862

2. Since July 1, 2005, the Company has established a retirement scheme with
definite contribution according to Labor Pension Act, which is applicable to
employees of this nationality. In respect of the employees’ election to apply the
part of the labor pension system under Labor Pensions Act, the Company shall
pay a labor pension at 6% of their salaries to the individual accounts of the Bureau
of Labor Security for each month, and the employees’ pension shall be paid either
as a monthly pension or as a lump sum pension based on the amount of the
individual pension accounts and accumulated earnings of the employees. The
pension costs recognized by the Company in 2022 and 2021 under the above
pension scheme were $4,102 and $4,081, respectively.

(XI)  Share capital
1. The number of outstanding shares of the Company’s common stock at the

beginning and the end of the period is adjusted as follows: (unit: thousand shares)

2022 2021

Beginning and ending balances 79.999 79.999

2. As of December 31, 2022, the Company'’s rated capital was $1,450,000, and its
paid-in capital was $799,994, which was divided into 79,999 thousand shares,
each of which was issued in installments at the amount of NT$ 10 (in dollars). All
the shares of the Company’s issued shares have been received.

(XIIl) Capital surplus

In accordance with the provisions of the Company Act, the capital surplus from the
issuance of shares in excess of par value and share premium from gifts may, in
addition to being used to make up for losses, be issued as new shares or cash in
proportion to the shareholders’ original shares when there is no accumulated deficit.
In addition, in accordance with the relevant provisions of the Securities and Exchange
Act, the total amount shall be limited to an annual aggregate amount not exceeding
10% of the paid-in capital when the above additional paid-in capital is appropriated for
capital. The Company may not use the additional paid-in capital to supplement capital
deficits unless the deficits are met from surplus reserves.

(XIV) Retained Earnings
1. The legal reserve shall not be used except to make up the losses or to issue new
shares or cash in proportion to the shareholders’ original shares, provided that the
amount of new shares or cash issued shall be limited to the extent that such
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reserve exceeds 25% of the paid-in capital.

2. Pursuant to the Company’s Articles of Incorporation, the Company’s market in a
steadily growing industry. To be in line with the Company’s long-term business
development, future capital needs, long-term financial plans, and fulfilment of
shareholders’ need for cash inflow, if the Company has earnings for the year, it
distributes the earnings in the following order: (1) Pay taxes. (2) Set off
accumulated deficits. (3) Appropriate 10% as legal reserve. However, this limit
does not apply when the legal reserve has reached the amount of paid-in capital.
(4) Appropriate or reverse to special reserve as required by the competent
authority. (5) If there is any remaining balance after deducting the amounts in (1)
to (4) above, combined with the accumulated undistributed earnings of the
previous year, the Company shall, after taking into account the Company’s future
business scope expansion and cash flow requirements, prepare a proposal for the
distribution of earnings based on the distributable earnings and distribute
dividends and bonuses to shareholders of not less than 10%, and the total
amount of cash dividends shall not be less than 10% of the total amount of
dividends paid to shareholders, subject to a maximum of 100%, which shall be
determined by the Board of Directors to retain or distribute stock dividends and
cash dividends, and shall request the approval of the shareholders’ meeting. The
ratio of the share and cash dividends may be adjusted based on actual profit and
capital of the year upon approval at the Shareholders’ Meeting.

3. Special reserves

(1) When the Company distributes the surplus, it is required by law to set aside
the special reserves for the debit balance of other equity items on the balance
sheet date of the current year, and then when the debit balance of other equity
items is reversed, the reversal amount may be included in the distributable
surplus.

(2) When adopting IFRSs for the first time, according to the special reserves set
aside by letter JGZF No. 1010012865 dated April 6, 2012, when the Company
uses, disposes of or reclassifies the related assets later, the proportion of the
originally set aside special surplus reserve will be reversed. If the
above-mentioned related assets are investment property, the land part will be
reversed during the disposal or reclassification, and the part other than the
land will be reversed periodically during the use period.

4. The cash dividends recognized by the Company for distribution to owners in the
Years 2022 and 2021 were $95,999 (NT$ 1.2 (in dollars) per share) and $119,999
(NT$ 1.5 dollars per share) respectively. On February 24, 2023, the board of
directors proposed to distribute a cash dividend of $199,999 (NT$ 2.5 (in dollars)
per share) to the surplus for Year 2022.

(XV) Operating revenue
1. Classification of revenue from contracts with customers

The Company’s revenue arises from the provision of goods and services
transferred at a point in time and from lease income transferred over time,
segmentation by the point in time of transfer as follows:
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2022 2021

Revenue from contracts with customers:

At a point in time $ 3,006,124 $ 2,356,637
Over time 10,141 9,650
_$ 3,016,265 $ 2,366,287

2. Contract liabilities

The amounts of contract liabilities relating to the Company’s recognition of
contract revenue from customers as at December 31, 2022, December 31, 2021,
January 1, 2021 were $40,741, $31,062 and $15,119 respectively. The amount of
revenue recognized for opening contract liabilities in year 2022 and 2021 was
$23,865 and $14,301 respectively.

(XVI) Interest income

2022 2021
Interest income from bank deposits $ 4,195 $ 4,520
Interest income from financial assets
measured at amortized cost 7,037 914
Other interest income 237 283
_$ 11,469 _$ 5,717
(XVII) Other income
2022 2021
Government gains income $ 383 $ 70
Other income 2,576 2,345
$ 2,959 S 2,415
(XVIII) Other gains and losses
2022 2021
Net (loss) gain on disposal of investment (% 33,242) $ 2,985
Loss on disposal of investment accounted for  ( 2,811) -
under equity method
Net currency exchange gain (loss) 119,200 ( 2,318)

Net loss on financial assets at fair value through
profit or loss

( 9,536) ( 6,492)
Net gain on disposal of property, plant and
equipment - 5
Other losses ( 215) ( 150)
_$ 73,396 $ 5,970)
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(XIX)  Finance costs
2022 2021
Interest expense:
Bank loans $ 4,460 $ 3,719
Others 434 182
_$ 4,894 $ 3,901
(XX)  Additional information of expenses by nature
2022
Operating cost Operating expense Total
Employee benefit $ 7,341 $ 183,757 $ 191,098
expenses
Depreciation 7,065 7,689 14,754
Amortization - 134 134
_$ 14406 _$ 191,580 _$ 205,986
2021
Operating cost Operating expense Total
Employee benefit $ 5694 § 117,896 $ 123,590
expenses
Depreciation 7,365 8,533 15,898
Amortization - 466 466
S 13,059 _$ 126,895 _$ 139,954
(XXI)  Employee benefit expenses
2022
Operating cost Operating expense Total
Wages and salaries $ 5,499 $ 141,249 $ 146,748
Labor and health 677 9,063 9,740
insurance expenses
Pension costs 321 4,828 5,149
Remuneration to - 21,556 21,556
directors
Other personnel 844 7,061 7,905
expenses
_$ 7,341 _$ 183,757 _$ 191,098
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2021

Operating cost Operating expense Total
Wage and salaries  $ 3,893 $ 85,992 $ 89,885
Labor and health 694 9,086 9,780
insurance expenses
Pension costs 319 4,590 4,909
Remuneration to - 11,574 11,574
directors
Other personnel 788 6,654 7,442
expenses

$ 5,694 $ 117,896 _$ 123,590

1. The average number of employees of the Company in 2022 and 2021 was
152 and 155 respectively, among which the number of directors who were not
part-time employees was 8; the average employee benefit expenses in 2022
and 2021 were $1,177 and $762 respectively; the average employee salary
expenses in 2022 and 2021 were $1,019 and $611 respectively; in 2022, the
average employee salary was adjusted to 67%.

2. The Company has set up an audit committee, so there is no supervisor’s
remuneration in 2022 and 2021.

3. The Company’s Independent Directors received a monthly fixed remuneration,
and do not participate in retained earnings distribution. Remuneration to
non-Independent Directors include transportation allowance and Directors’
remuneration. The transportation allowance is distributed based on the
allowance level of the peer companies in the same industry and the actual
attendance of the Directors. Directors’ remuneration is determined in
accordance with the Company’s Articles of Incorporation, while taking into
consideration the operational risks of borne by the Directors. In addition, the
Remuneration Committee may also, in accordance with the Charter of
Remuneration Committee, distribute reasonable remuneration based on the
Directors’ individual performance assessment and contribution to the
Company. Directors’ performance assessment and reasonableness of the
remuneration is reviewed by the Remuneration Committee, approved by the
Board of Directors, and the reported at the Shareholders’ Meeting.

4. Remuneration to Managerial Officers include salary, bonus, compensation to
employees. The evaluation of the said bonus is determined by taking into the
consideration of the Managerial Officers performance evaluation, which
include financial and non-financial indicators. The bonuses to Managerial
Officers are calculated and submitted to the Remuneration Committee for
discussion and resolution. The calculation can be revised anytime depending
on the actual operating status and relating laws and regulations.

5. Remuneration to employees includes salary, bonus, compensation. Salary is
calculated based on factors such as the employees’ educational background,
work experience, professional skills, and seniority, while taking into
consideration the remuneration level in the market; the distribution of bonuses
depends on duty, department and purposes.

6. Pursuant to the Company’s Articles of Incorporation, shall there be profit for
the year after off-setting all accumulated deficits, the Company may distribute
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no less than 5% and no more than 15% of the profit as remuneration to
employees and directors, respectively.

7. The estimate of the Company’s remuneration to employees and Directors in

2022 and 2021 are $53,683 and $23,705, respectively. The salary expense
items listed in the above amount are estimated based on the profit situation of
each year and the percentage stipulated in the Company’s Articles of
Incorporation. In 2022, the board of directors decided that the actual allocation
amount was $53,683, of which the employee remuneration would be paid in
cash. The total amount of remuneration to employees and directors in 2021 as
determined by the board of directors is $23,705, which is consistent with the
amount recognized in Year 2021 financial report. Information about the
remuneration to employees and directors approved by the board of directors
of the Company can be inquired at the Market Observation Post System
(MOPS).

(XXII) Income tax

1.

Income tax expense
(1) Components of income tax expense:

2022 2021
Current income tax:
Income tax incurred in current year $ 66,782 $ 32,491
Tax on unappropriated earnings 1,645 2,098
Qver provision of prior year's ( 4.181) ( 3.168)
income tax payable
Total current income tax 64,246 31,421
Deferred income tax:
Origination qnd reversal of 20.796 ( 756)
temporary differences
Income tax expense _$ 85,042 _$ 30,665

(2) The income tax relating to components of other comprehensive income is as

follows:
2022 2021
Remeasurement of defined benefit
obligations $ 1,451 ($ 16)
Currency translation differences
11,372 ( 3,323)
_$ 12,823 $ 3,339)

Reconciliation between income tax expense and accounting profit:

2022 2021
Tax calculated based on profit before tax and
statutory tax rate $ 78,745 $ 34,792
Effect from items disallowed by tax regulation 8,833 ( 3,057)
Tax on undistributed earnings 1,645 2,098
Prior year income tax over estimation ( 4,181) ( 3,168)
Income tax expense _$ 85,042 S 30,665
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3. Amounts of deferred tax assets or liabilities as a result of temporary differences
are as follows:

2022
Recognized in
other
Recognized in comprehensive December
January 1 profit or loss income 31
Deferred tax assets

Temporary differences:
Allowance for doubtful $
accounts $ 2,458 (% 1,443) $ - 1,015
Loss on inventory 328 112 - 440
Unused compensated
absences 963 24 - 987
Unrealized exchange loss 5681 ( 5,681) -
Pensions 6,961 ( 959) ( 1,451) 4,551
Currency translation
differences 26,070 - ( 11,372) 14,698

$ 42461 (§ 7,947) (§  12,823) 21,691

Deferred tax liabilities
Temporary differences:

Increment tax on land ($

valuation ($ 37,98) $ - $ - 37,968)

Unrealized gain and loss on

financial instruments ( 189) 189 - -
( 164,10

Investment income ( 156,589) ( 7,520) - 9)

Unrealized exchange gains ) ( 5.518) ) ) 5.518
$

($ 194,746) ($§ 12.849) _$ - 207,595)

¢ _

($ 152,285) ($ 20,796) ($ 12,823) 185.904)
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Recognized in

Recognized in
other
comprehensive

January 1 profit or loss income December 31
Deferred tax assets
Temporary differences:
Allowance for doubtful
account $ 2,625 ($ 167) $ - $ 2,458
Loss on inventory 291 37 - 328
Unused compensated
absences 946 17 - 963
Unrealized exchange loss - 5,681 - 5,681
Pensions 7,206 ( 261) 16 6,961
Currency translation
differences 22,747 - 3,323 26,070
_$ 33815 % 5,307 _$ 3,339 _$ 42461
Deferred tax liabilities
Temporary differences:
Increment tax on land
revaluation ($ 37,968) $ - $ - ($ 37,968)
Unrealized gain and loss on
financial instruments ( 1,011) 822 - ( 189)
Investment income ( 148,784) ( 7,805) - ( 156,589)
Unrealized exchange gain ( 2.432) 2432 _ _
($ 190,195)($ 4551) _$ - (§ 194,746)
($ 156,380)_ 9% 756 _$ 3,339 ($§ 152,285)

4. The company’s income tax for profit-making enterprises was approved by the tax
collection authority until year 2020, and there was no administrative remedy as of

February 24, 2023.
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(XXIIl) Earnings per share

2022
Weighted average
number of
ordinary shares
outstanding Earnings per
(shares in share
Amount after tax  thousands) (in dollars)
Basic earnings per share
Profit attributable to ordinary shareholders  _$ 308,685 79,999 _$ 3.86
Diluted earnings per share
Profit attributable to ordinary shareholders $ 308,685 79,999

Assumed conversion of all dilutive potential

ordinary shares

Employees’s compensation - 1,385
Profit attributable to ordinary shareholders

plus assumed conversion of all dilutive

potential ordinary shares _$ 308,685 81,384 _$ 3.79
2021
Weighted
average number
of ordinary
shares
outstanding
(shares in Earnings per share
Amount after tax  thousands) (in dollars)
Basic earnings per share
Profit attributable to ordinary shareholders _$ 143,295 79,999 _§ 1.79
Diluted earnings per share
Profit attributable to ordinary shareholders $ 143,295 79,999

Assumed conversion of all dilutive potential

ordinary shares

Employees’s compensation - 704

Profit attributable to ordinary shareholders

plus assumed conversion of all dilutive

potential ordinary shares S 143,295 80,703 _$ 1.78

(XX1V) Supplementary cash flow information
1. Investment activities with partial cash payments:

2022 2021
Purchase of property, plant and equipment $ 2,212 $ 5,691
Add: Beginning balance of other payables 815 2,238
Less: Ending balance of other payables ( 260) ( 815)
Cash paid for acquisition of property, plant
and equipment _$ 2767 _$ 7114

2. Operating activities with no cash flow effects:

2022 2021
Write-off of allowance for doubtful accounts _$ 14,034 _$ -

3. Investing activities with no cash flow effects:
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2022 2021
Prepayment for equipment transferred to
property, plant and equipment _$ 2477 $ 1,255
(XXV) Changes in liabilities from financing activities
Short-term Guarantee Total liabilities
Short-term notes and bills  deposits from financing
loans payable received activities
SopnceatJanuay g 704000 § 300000 $ 2110  $1,006,110
Changes in cash flowfrom 644 000) ( 300,000) 83 (_ 943.917)
financing activities
28"232”"9 atDecember31, ¢  go000 _$ - $ 2193 $ 62193
Payable to
Short-term related Guarantee Total liabilities
Short-term  notes and bills parties deposits ~ from financing
loans payable (Note) received  activities
Balance at January 1, 2021 $ 380,000 $ - $367,680 $2,110 $ 749,790
Changesin cash flow from 354 050 300,000  (367.680) . 256.320
financing activities
Balance at December 31, ¢ 704000 _$300,000  _$ . _$2110  _$1,006,110

2021

(Note) It belongs to the nature of capital loan and lists “other accounts payable -

related parties”.
VIl. Related party transactions

(1)

Names and relationships of relationship

Name of related parties

Hanpin (BVI) International Co., Ltd. (Hanpin
BVI)

HANPIN PRO AUDIO CO., LTD.(HPA)

Hanchih Development Co., Ltd. (Hanchih
Development)

Hanchih Electronics (Hong Kong) Co., Ltd.
(Hanchih Hong Kong)

Hanchih Electronics (Shenzhen) Co., Ltd.
(Hanchih Shenzhen)

Hanpin Electronics (Shenzhen) Co., Ltd.
(Hanpin Shenzhen)

(I1) Significant transactions and balance with related parties

1. Purchases

2022
Product purchase:
Hanchih Hong Kong $
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Relationship with the Company

the Company’s subsidiary
the Company’s subsidiary
the Company’s subsidiary

the Company’s subsidiary
the Company’s subsidiary

the Company’s subsidiary

N
o
N
=

2,496,991 $ 2,074,019



Other subsidiaries 2 -
_$ 2,496,993 _$ 2,074,019

The terms of payment for purchasing goods from related parties are telegraphic
transfer payment within 60 days of the monthly settlement, but both parties may
agree to postpone the payment period according to the funds situation, and the
general supplier pays the goods within 30 ~ 90 days of the monthly settlement.
There is no similar purchase price for comparison.

2. Receivables from related parties

December 31, 2022 December 31, 2021

Receivables from related parties (shown as
“Accounts receiable-related parties” and “Other
receivables-related parties”):

Hanchih Shenzhen $ 21,052 $ 38,840
Hanpin BVI 2,613 2,694
Other subsidiaries 133 91

S 23,798 _$ 41,625

The receivables from related parties are mainly sales of labor services and export
of purchased raw materials to overseas subsidiaries for processing. According to
the provisions of financial accounting standards, the processing amount exported to
overseas subsidiaries is not treated as sales income, and the related costs and
expenses are not included in the company’s profits and losses. The accounts
receivable is unsecured and interest-bearing, and there is no provision for liabilities.

3. Payables to related parties (excluding loans)

December 31, 2022 December 31, 2021

Payables to related parties (shown as
“Accounts payable-related parties” and “Other
payables - related parties”):

Hanchih Hong Kong $ 312,760 $ 96,003
Other subsidiaries 140 2,131
S 312,900 _$ 98,134

The funds payable to related parties mainly come from purchase transactions, and
are paid by telegraphic transfer 60 days after the purchase date. The accounts
payable bear no interest.

4. Endorsements and guarantee made by related parties
The details of the endorsement/guarantee provided by the Company are as follows:

Nature December 31, 2022 December 31, 2021

Secured credit
facility _$ 93,420 $ 110,040

As of December 31, 2022 and 2021, the actual expenditures of the Company’s
endorsement/guarantee for subsidiaries were $93,420 and $110,040 respectively.

(Ill) Key management compensation

Hanchih Hong Kong

2022
Salaries and other short-term employee benefits  $ 36,508

N
o
N
=

&+

24,746
Post-employment benefits 318 352
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_$ 36,826 $ 25,098

VIIl. Pledged assets

Details of the guarantee provided by the Company’s assets are as follows:

Pledged asset December 31, 2022 December 31, 2021 Purpose
Time deposits (Note) _$ 32,000 _$ 27,000  Guarantee to provide

(Note)

endorsement guarantee for
subsidiaries

It is shown under “Financial assets at amortized cost - non-current”.

IX. Significant contingent liabilities and unrecognized contract commitments

() As of December 31, 2022 and 2021, the contracted unpaid amounts of prepaid
equipment of the Company were $110 and $1,264 respectively.

(I) Please refer to Note XIlI, (I) 2. Description of endorsement/guarantee for others for
details of the Company’s endorsement/guarantee for others.

X. Significant disaster losses

None.

XI. Significant events after the balance sheet date

None.
XIl. Others

(1)

(1)

Capital management

The Company’s capital management objectives are to safeguard the Company’s
ability to continue as a going concern, maintain an optimal capital structure to
reduce the cost of capital, provide compensation to shareholders, and ensure that
necessary financial resources and operating plans are in place to cover the working
capital, capital expenditures, R&D expenses, debt repayment and dividend
expenditures in the next 12 months.

Financial instrument

1. Classification of financial instruments

For the types of financial instruments of the Company, please refer to Note VI for
the description of financial assets and liabilities.

2. Risk management policies

(1) The Company’s daily operations are affected by many financial risks,
including market risk (including exchange rate risk, interest rate risk and
price risk), credit risk and liquidity risk. In order to reduce the adverse impact
on the financial performance of the Company caused by uncertainties, the
Company entered into forward exchange rate contracts to avoid exchange
rate risk; contracts that are also committed to foreign exchange transactions
convert future changes in cash flows into fixed amounts. Derivatives are
committed by the Company for hedging purposes and are not for trading or
speculation purposes.

- 257 -



(2) Risk management is performed by the finance department of the Company
in accordance with policies approved by the Board. The Finance Department
of the Company is responsible for identifying, evaluating and avoiding
financial risks. The Board of Directors has written principles on overall risk
management, and also provides written policies on specific areas and issues,
such as exchange rate risk, interest rate risk, credit risk, the use of derivative
and non-derivative financial instruments, and the investment of surplus
liquidity. Please refer to Note VI, (ll) Description of Financial Assets at Fair
Value through Profit or Loss - Current.

(3) For information on undertaking derivative instruments to avoid financial risks,
please refer to Note VI, (II) Description of Financial Assets at Fair Value
through Profit or Loss - Current.

3. Significant financial risks and degrees of financial risk
(1) Market risk
Foreign exchange risk

A. The Company operates internationally, so it is exposed to exchange rate
risks arising from transactions different from the functional currency of the
Company, mainly USD and RMB. The related exchange rate risk comes
from future commercial transactions and recognized assets and liabilities.

B. The management of the Company has formulated policies to require the
Company to manage the exchange rate risk relative to its functional
currency. The Company shall hedge its overall exchange rate risk through
the finance department. The measurement of exchange rate risk is to use
forward foreign exchange contracts to reduce the impact of exchange rate
fluctuations on the expected purchase cost of inventory through the
expected transactions of USD and RMB expenditures that are highly likely
to occur.

C.The Company uses forward exchange rate transactions to avoid
exchange rate risks, but hedging accounting is not applied. Please refer
to Note VI, (Il) Description of Financial Assets at Fair Value through Profit
or Loss - Current.

D. The Company’s risk management policy is to provide appropriate hedging
against the expected future cash flows in the major currencies, mainly for
export sales and inventory purchases, in order to reduce the exposure in
the major currencies.

E. The Company holds investments in certain foreign operating institutions
whose net assets are exposed to foreign currency translation risk.

F. The Company’s operations involve certain non-functional currencies (the
Company’s functional currency is New Taiwan Dollars), so foreign
currency assets and liabilities that are subject to exchange rate
fluctuations and have a significant impact on exchange rate fluctuations
are as follows:
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December 31, 2022
Foreign currency
(in thousands) Exchange rate Book value

(Foreign currency: functional
currency)

Financial assets

Monetary items
USD:NTD $ 12,904 30.71 $ 396,277

Investments accounted
for under equity method

USD:NTD 42,517 30.71 1,305,729

Financial liabilities

Monetary items
USD:NTD 10,205 30.71 313,405

December 31, 2021
Foreign currency
(in thousands) Exchange rate Book value

(Foreign currency: functional
currency)

Financial assets

Monetary items
USD:NTD $ 63,491 2768 $ 1,757,435

Investments accounted
for under equity method

USD:NTD 44,961 27.68 1,244,507

Financial liabilities

Monetary items
USD:NTD 3,610 27.68 99,926

The sensitivity analysis of foreign currency exchange rate risk is mainly
calculated for foreign currency monetary items at the end of the financial
reporting period. When TWD appreciates/depreciates by 1% against
foreign currencies, and all other factors remain unchanged, the after-tax
net profit of the Company in 2022 and 2021 will decrease/increase by
$829 and $16,575 respectively.

G.The total amount of all exchange gains (losses) (including realized and
unrealized) recognized by the Company for monetary items in 2022 and
2021 due to exchange rate fluctuations was $119,200 and ($2,318)
respectively.
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Price risk

A. The Company’s equity instruments exposed to price risk are financial
assets held at fair value through profit or loss. In order to manage the
price risk of equity instrument investment, the Company diversified its
investment portfolio according to the limit set by the Company.

B. The Company mainly invests in equity instruments and open-end funds
issued by domestic companies, and the prices of these equity instruments
will be affected by the uncertainty of the future value of the investment
target. The sensitivity analysis of the price risk of equity instruments is
based on the change of fair value at the end of the financial reporting
period. If the price of these equity instruments increases/decreases by
1%, and all other factors remain the same, the after-tax net profit in 2022
and 2021 will decrease/increase by $920 and $807 respectively due to
the profit or loss from equity instruments measured at fair value through
profit or loss.

Cash flow and fair value interest rate risk

A.Some of the loans of the Company are floating interest rate financial
products, so changes in market interest rates will change the effective
interest rates of debt-based financial products accordingly, resulting in
fluctuations in future cash flows, but some of the risks are offset by cash
held at floating rates and cash equivalents, while loans issued at fixed
rates expose the Company to fair value interest rate risk.

B. If the loan rate had been increased/decreased by 10%, net profit after tax
for 2022 and 2021 would have been decreased or increased by $489 and
$390, with all other factors held constant, primarily due to the increase or
decrease in interest expenses on floating interest rate loans.

(2) Credit risk

A. The Company’s credit risk is the risk of financial loss to the Company
arising from the inability of a customer or a counterparty to a financial
instrument to meet its contractual obligations. It arises primarily from the
counterparty’s inability to settle accounts receivable that are payable on
collection terms.

B. The Company has established credit risk management from a corporate
perspective. In accordance with internally defined credit policies, each
operating entity and each new customer within the Company is required
to conduct management and credit risk analysis before setting the terms
and conditions for payment and delivery. Internal risk control is to evaluate
the credit quality of customers by considering their financial status, past
experience and other factors. The limit of individual risks is set by the
board of directors according to internal or external ratings, and the use of
credit lines is regularly monitored.

C.The Company adopts the following assumptions provided by IFRS 9 as
the basis for judging whether the credit risk of financial instruments has
increased significantly since the original recognition: When the contract
payment is overdue for more than 60 days according to the agreed
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payment terms, it is deemed that the credit risk of financial assets has
increased significantly since the original recognition.

D. The Company adopts the premise provided by IFRS 9, and when the
contract payment is overdue for more than 180 days according to the
agreed payment terms, it is deemed to have breached the contract.

E. The Company will group customers’ accounts receivable according to the
characteristics of customers’ rating, and adopt simplified methods to
adjust the estimated expected credit loss based on the historical and
current information of a specific period. The following table shows the
changes in the loss allowance for accounts receivable adopted by the
Company in a simplified way:

2022 2021
Balance at January 1 $ 14,946 $ 17,285
Expected credit losses (gains) 7,036 ( 2,339)
\;Vr;i(t)i-r?tfsf’s due to irrecoverable ( 14.034) )
Balance at December 31 $ 7,948 § 14,946

(3) Liquidity risk

A. Cash flow forecasts are performed by each operating entity within the
Company and are summarized by the Company’s Finance Department.
The Company’s Finance Department monitors the forecast of the
Company’s liquidity needs to ensure that it has sufficient funds to meet its
operating needs and maintains sufficient unspent loan commitments at all
times to ensure that the Company has sufficient financial flexibility.

B. If the remaining cash held by the Company exceeds the amount needed
to manage working capital, the Company’s Finance Department
coordinates the planning of investing the remaining funds in
interest-bearing demand deposits, time deposits and marketable
securities with instruments of appropriate maturity or sufficient liquidity to
respond to the above forecasts and provide sufficient level of dispatch,
which are expected to generate cash flow immediately to manage liquidity
risk.

C. The details of the Company’s unused loans are as follows:

December 31, 2022 December 31, 2021

Floating interest rate
$ 1,342,301 S 440,928

Expiring within one year

D.The following table shows the Company’s non-derivative financial
liabilities and derivative financial liabilities for net or total settlement,
grouped by the relevant maturity date. Non-derivative financial liabilities
are analyzed based on the remaining period from the balance sheet date
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to the contractual maturity date; derivative financial liabilities are analyzed
based on the remaining period from the balance sheet date to the
expected maturity date. The contractual cash flow amounts disclosed in
the table below are undiscounted amounts.

December 31, 2022 Less than 1year Between 1to 2 years Over 2 years

Non-derivative financial

liabilities:
Short-term loans $ 60,013 $ - $ -
Notes payable 194 - -
Accounts payable 49,942 - -
Accpunts payable - related 312,760 ) )
parties
Other payables 129,101 - -
Other payaples - 140 ) )
related parties
Guarantee deposits ) ) 2193
received

December 31, 2021 Less than 1year Between 1to 2 years Over 2 years

Non-derivative financial

liabilities:
Short-term loans $ 704,611 $ - $ -
Short-term notes and bills 300,000 ) )
payable
Notes payable 343 - -
Accounts payable 134,054 - -
Accpunts payable - related 95,961 ) )
parties
Other payables 81,398 - -
Other payables - 2173 ) )
related party
Guarantee deposits ) ) 2110

received

E. The Company does not anticipate that the timing of cash flows for the
maturity analysis will occur significantly earlier or that the actual amounts
will be significantly different.

(1)  Fair value information

1. The levels of valuation techniques used to measure the fair value of financial and
non-financial instruments are defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or
liabilities that are available to the enterprise at the measurement date.
An active market is one in which transactions in assets or liabilities
occur with sufficient frequency and quantity to provide pricing
information on an ongoing basis. The fair value of the stocks and
beneficiary certificates of listed (TWSE listed) companies invested by
the Company are included in it.
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Level 2: Observable input value of assets or liabilities, directly or indirectly,
other than those included in the quoted prices in Level 1. The fair value
of forward foreign exchange contract derivatives invested by the
Company are included in it.

Level 3: Unobservable input value of assets or liabilities. All equity instrument
investments in which the Company invests without a viable market are
included in it.

2. The book amount of financial instruments not measured at fair value (including
cash and cash equivalents, financial assets measured at amortized cost,
accounts receivable (including related parties), other receivables (including
related parties), refundable deposits, short-term loans, short-term securities
payable, negotiable instrument payable, accounts payable (including related
parties), other payables (including related parties) and guarantee deposits) is a
reasonable approximation of fair value.

3. Financial instruments measured at fair value are classified by the Company
according to the nature, characteristics and risks of the assets and liabilities and
the basis of the fair value hierarchy, and the related information is as follows:

December 31, 2022 Level 1 Level 2 Level 3 Total
Assets
Recurring fair value
measurements
Financial assets at fair value
through profit or loss
Equity securities $ 92027 _§$ - 5

_$ 92,027

December 31, 2021 Level 1 Level 2 Level 3 Total

Assets

Recurring fair value

measurements

Financial assets at fair value

through profit or loss
Equity securities $ 80,697 $ - $ $ 80,697
Forward foreign exchange - 944 - 944
contract

_$ 80697 _$ 944 $ _$ 81,641

4. The methods and assumptions used by the Company to measure fair value are
described as follows:

(1) The Company uses market quotation for fair value inputs (i.e. Level 1), which
are broken down by the characteristics of the instruments as follows:

Stocks of listed (TWSE
listed) company Open-ended fund

Market quotation Stock closing price Fund net value

(2) Except for the above financial instruments with active markets, the fair
values of the remaining financial instruments are obtained using valuation
techniques or by reference to quoted prices from counterparties. The fair
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(IV)

value obtained through valuation techniques may be calculated by reference
to the current fair value of other financial instruments with substantially
similar conditions and characteristics, the discounted cash flow method or
other valuation techniques, including using models to calculate market
information available at the balance sheet date.

5. There was no transfer between Level 1 and Level 2 in both 2022 and 2021.

6. There were no transfers in or out of Level 3 in both 2022 and 2021.
Other matters

Due to the impact of the novel coronavirus pneumonia epidemic and the
government’s promotion of various epidemic prevention measures, the Company
has implemented workplace hygiene management measures and continues to
manage related matters in accordance with the “Guidelines for Continuing
Operations in Response to the Severe and Special Infectious Pneumonia
Epidemic”, so there is no significant adverse impact on operations.

XIlll. Disclosures in notes

(According to the regulatory requirement, the Company is only required to disclose the
information for the year ended December 2022)

(1)

(I1)

Significant transactions information

1. Loans to others: Please refer to Table 1.
2. Provision of endorsements and guarantees to others: Please refer to Table 2.

3. Holding of marketable securities at the end of the period (excluding subsidiaries,
associates and joint ventures): Please refer to Table 3.

4. Acquisition or sale of the same security with the accumulated cost reaching
NT$300 million or 20% of the paid-in capital or more: Please refer to Table 4.

5. Acquisition of property reaching NT$300 million or 20% of the paid-in capital or
more: None.

6. Disposal of property reaching NT$300 million or 20% of the paid-in capital or
more: None.

7. Total purchases from or sales to related parties of at least NT$100 million or 20%
of the paid-in capital: Please refer to Table 5.

8. Receivables from related parties amounting to at least NT$100 million or 20% of
the paid-in capital: Please refer to Table 6.

9. Trading in derivative instruments: Please refer to Table 7.

10. Significant inter-company transactions during the reporting periods: Please refer
to Table 8 .

Information on investees

Names, locations and other information of investee companies (excluding investees
in Mainland China): Please refer to Table 9.
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(1) Information on investment in Mainland China

1. Basic information: Please refer to Table 10.

2. Significant transactions, either directly or indirectly through a third area, with
investee companies in the Mainland Area: Please refer to Table 11.

(IV) Information of major shareholders

Information of major shareholders: Please refer to Table 12.
XIV. Segment information

None.
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Hanpin Electron Co.,Ltd.
Loans to others

For the year ended December 31, 2022

Table 1
(Expressed in thousands of New Taiwan dollars)
Nature Allowance Assets Maximum
Actual for Total for pledged Loan limit amount
Financing Name of Related  Maximum Ending amount draw Interest financing transaction Reason for doubtful per entity  available for
No. company counterparty  Account  parties balance balance down rate (Note 1) amount financing accounts Item Value (Note 2) loan(Note 2)  Note
1 Hanpin (BVI) Hanchih  Other Yes $ 415638 $ 396,159 $ 396,159 - 2 $ - Operating $ - - $ $1,306,759 $ 1,306,759 —
International Electronics receivables capital -
Co., Ltd. (Shenzhen)

Co., Ltd.

(Note 1) The description of loaning fund nature code is as follows:
1. Those who have business transactions.
2. Those who have the need for short-term financing.
(Note 2) The calculation of the loaning fund limit for individual targets and the loaning fund total limit is as follows:
1. Loaning fund limit for individual targets
(1) If funds are loaned to a company or firm with business transactions, the amount of individual loans shall not exceed the amount of business transactions between the two parties in the most recent year.
The transaction amount refers to the higher of the purchase or sale amount between the two parties, but shall not exceed 10% of the net value of the lending company.
(2) If funds are loaned to a company or firm with short-term financing needs, the amount of individual loans shall not exceed 10% of the Company's net worth.
However, if funds are loaned to a Taiwan parent company or a subsidiary directly or indirectly holding 100% of the voting shares of a Taiwan parent company that has short-term financing needs, the
amount of individual loans shall not exceed 100% of the net worth of the lending company.
2. Loaning fund total limit: The total amount of funds loaned by the lending company to others shall not exceed 100% of the net worth of the lending company, of which:
(1) If funds are loaned to a company or firm with business transactions, the loaning fund total limit shall not exceed 20% of the net worth of the lending company.
(2) If funds are loaned to a company or firm with short-term financing needs, the loaning fund total limit shall not exceed 10% of the net worth of the lending company.
However, if funds are loaned to a Taiwan parent company or a subsidiary directly or indirectly holding 100% of the voting shares of a Taiwan parent company that has short-term financing needs, the
loaning fund total limit shall not exceed 100% of the net worth of the lending company.
(Note 3) Amounts in this table that involving foreign currencies are converted into NTD using the exchange rate (USD:NTD 1:30.71) as of the date of the financial reports.
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Hanpin Electron Co.,Ltd.
Provision of endorsements and guarantees to others
For the year ended December 31, 2022

Table 2
(Expressed in thousands of New Taiwan dollars)
Party being
endorsed/guaranteed
—_— Limit on Amount of
Relationship endorsements/ endorsement/ Ratio of accumulated Maximum Endorsement/

Endorser with the guarantees Amount guarantee endorsement/guarantee  endorsement/guarantee Endorsement/ Endorsement/ guarantee provided to

/ Company endorser/  provided for a single Maximum balance actually collateralized by to net equity per lastest amount allowable guarantee provided by  guarantee provided by a subsidiaries in Mainland
No. guarantor name guarantor party(Note 2) for the period Ending balance drawn properties financial statements (%) (Note 2) parent company subsidiary China Note

0  Hanpin Hanchih (Note 1) $ 2,334,492 $ 151,120 $ 93,420 $ 93,420 $ 32,000 4.00% $ 2,334,492 Yes No No -

Electron Electronics

Co.ltd. (Hong
Kong) Co.,
Ltd.

(Note 1) The relationship codes with the Company are described as follows:
A company in which the Company directly and indirectly holds more than 50% of the voting shares.
(Note 2) 1.The limit of the Company and its subsidiaries' endorsement/guarantee for a single enterprise shall not exceed 50% of the current net shareholders' equity, except for a single overseas subsidiary where
the limit shall not exceed 100% of the current net shareholders' equity;
If the endorsement/guarantee is for business relationship, it shall not exceed the total amount of transactions with the Company in the most recent year (the higher of the amount of purchase or sale
between the two parties). The total amount of endorsement/guarantee of the Company and its subsidiaries shall not exceed 100% of the current net shareholders' equity.
2.The total amount of endorsement/guarantee for the Company and its subsidiaries as a whole shall not exceed 100% of the current net worth of the Company, and the total amount of
endorsement/guarantee for a single enterprise shall not exceed 50% of the current net worth of the Company, except for an overseas subsidiary or a single affiliate where total amount shall not exceed
100% of the current net worth of the Company.
(Note 3) Amounts in this table that involving foreign currencies are converted into NTD using the exchange rate (USD:NTD 1:30.71) as of the date of the financial reports.
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Hanpin Electron Co.,Ltd.

Holding of marketable securities at the end of the period (excluding subsidiaries, associates and joint ventures)

December 31, 2022

Table 3 (Expressed in thousands of New Taiwan dollars)
Ending balance
General Percentage
ledger Number of shares of
Investor Type and name of securities Relationship with the issuer account (in thousands) Book value ownership Fair value Note

Hanpin Electron Co.,Ltd. Stocks:
D&G Technology Holding Co., Ltd. - (Note 1) 2 $ - - 3 -
Beneficiary certificates:
Cathay Pacific China Domestic Demand Growth - (Note 1) 528 10,268 - 10,268
Fund
PineBridge China A-Share Quantitative Selection - (Note 1) 1,655 15,472 - 15,472
Fund
Risheng China Strategic A-Share Fund - (Note 1) 1,581 14,702 - 14,702
Franklin Templeton SinoAm China A-Share Fund - (Note 1) 2,350 21,546 - 21,546
Allianz China Strategic Fund - (Note 1) 811 17,218 - 17,218
PineBridge Special Dividend Income Fund - (Note 1) 944 9,821 - 9,821
PineBridge ESG Carbon Reduction Global Equity - (Note 1) 300 3,000 - 3,000
Fund

Hanchih Development Co., Ltd.  Beneficiary certificates:
Yuanda Taiwan Excellence 50 Securities - (Note 1) 150 16,530 - 16,530
Investment Trust Fund

Hanpin Electronics (Shenzhen)  Structured deposits:

Co., Ltd.
Fubon Bank CNY Interest Rate Structured - (Note 1) - 78,312 - 78,312
Products

Hanchih Electronics (Shenzhen) Structured deposits:

Co., Ltd.
Fubon Bank CNY Interest Rate Structured - (Note 1) - 275,903 - 275,903

Products

(Note 1) It is shown as "Financial assets at fair value through profit or loss - current”.
(Note 2) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD: NTD 1:30.71; CNY: USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd.

Acquisition or sale of the same security with the accumulated cost reaching NT$300 million or 20% of the paid-in capital or more

For the year end December 31, 2022

Table 4 (Expressed in thousands of New Taiwan dollars)
Beginning balance Addition Disposal Other increase (decrease) Ending balance
Number of Number of Number of Number of Number of
Type and name of General ledger shares (in shares (in shares (in Gain(loss) on shares (in shares (in
Investor securities account Counterparty Relationship thousands) Amount thousands) Amount thousands) Selling price Book value Disposal thousand) Amount thousands) Amount
Hanchih Electronics Fubon Bank CNY Financial assets Fubon Bank - - $ 270,691 - $ 410,126 - $ 413,547 ($ 405,777) $ 7,770 - $ 863 - $ 275,903
(Shenzhen) Co., Ltd. Interest Rate at fair value

Structured Products  through profit or
loss - current

(Note) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd.

Total purchases from or sales to related parties of at least NT$100 million or 20% of the paid-in capital

For the year end December 31, 2022

Table 5
(Expressed in thousands of New Taiwan dollars)
Differences in
transaction terms
compared to third
Transaction party transactions Notes/accounts receivable (payable)
Percentage of
total notes
Percentage of and accounts
Purchases total purchases Credit Unit receivable
Purchaser/Seller Counterparty Relationship (sales) Amount (sales) period price  Credit period Balance (payable) (%) Notes
Hanpin Electron Co.,  Hanchih Electronics Subsidiary Purchases $ 2,496,991 86% (Note 1) - (Note 2) $ 312,760) (86%) —
Ltd. (Hong Kong) Co., Ltd.
Hanchih Electronics Hanchih Electronics Subsidiary Purchases 2,496,688 84% (Note 1) - (Note 2) ( 286,419) (88%) —
(Hong Kong) Co., Ltd. (Shenzhen) Co., Ltd.
Hanpin Electron Co., The Company (Sales) ( 2,496,991) (99%) (Note 1) - (Note 2) 312,760 99% —
Ltd.
Hanchih Electronics Hanchih Electronics Subsidiary (Sales) ( 2,496,688) (98%) (Note 1) - (Note 2) 286,419 100% —

(Shenzhen) Co., Ltd. (Hong Kong) Co., Ltd.

(Note 1)

(Note 2)
(Note 3)

The terms of payment and collection for purchases and sales with related parties are 60 days of monthly settlement by wire transfer, but both parties may agree to postpone the payment and collection

period depending on the capital situation.

The terms of payment and collection for general transactions are 30 to 90 days of monthly settlement, mainly depending on the Company's customer credit management regulations.
Amounts involving foreign currencies, the balance of the notes and accounts receivable (payable) in this table are converted into NTD using the exchange rate (USD: NTD 1:30.71; CNY:USD 1:0.1436) as of
the date of the financial reports; the purchase and sales transaction amount for the period is converted into NTD at the average exchange rate (USD:NTD 1:29.80; CNY:USD 1:0.1488) in 2022.
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Hanpin Electron Co., Ltd.

Receivables from related parties amounting to at least NT$100 million or 20% of the paid-in capital

December 31, 2022

Table 6

Receivables from related parties

(Expressed in thousands of New Taiwan dollars)

Overdue receivables

Allowance for

General ledger Subsequent doubtful
Company name Counterparty Relationship account Amount Turnover rate Amount Action taken collections accounts Note
Hanpin (BVI) Hanpin Electronics (Shenzhen) Subsidiary Other $ 396,159 - $ - - $ - $ - -
International Co., Ltd. Co., Ltd. receivables
Hanchih Electronics Hanpin Electron Co., Ltd. The Accounts 312,760 12.26 - - 70,358 - -
(Hong Kong) Co., Ltd. Company receivable
Hanchih Electronics Hanchih Electronics (Hong Kong) Subsidiary Accounts 286,419 13.23 - - 68,632 - -
(Shenzhen) Co., Ltd. Co., Ltd. receivable

(Note) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd.
Trading derivative instruments
December 31, 2022

Table 7
Expressed in thousands of New Taiwan dollars (Unless otherwise specified)
Company name Derivative financial instruments Contract amount (thousand dollars) Book value
Hanpin Electronics (Shenzhen) Co., Ltd. Fubon Bank CNY Interest Rate Structured CNY 17,190 $ 78,312
Products
Hanchih Electronics (Shenzhen) Co., Ltd. Fubon Bank CNY Interest Rate Structured CNY 61,000 275,903
Products

(Note 1) The Group recognized a net transaction benefit of $12,722 for engaging in derivative instruments in 2022.
(Note 2) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd.
Significant inter-company transactions during the reporting periods
For the year ended December 31, 2022

Table 8
(Expressed in thousands of New Taiwan dollars)
Transaction
Percentage of
consolidated total revenue
No. Relationship or total assets
(Note 2) Company name Counterparty (Note 3) General ledges account Amount Transaction terms (Note 4)
0 HANPIN ELECTRON CO., LTD.  Hanchih Electronics (Hong 1 Purchases $ 2,496,991 (Note 5) 81%
Kong) Co., Ltd.
Accounts payable 312,760 — 9%
Endorsement/guarantee 93,420 — 3%
Hanchih Electronics 1 Accounts receivable 20,255 (Note 6) 1%
(Shenzhen) Co., Ltd.
1 Hanpin (BVI) International Co., Hanpin Electronics (Shenzhen) 3 Other receivables 13,789 — —
Ltd. Co., Ltd.
Accounts payable 28,227 — 1%
Hanchih Electronics 3 Other receivables 396,159 — 12%
(Shenzhen) Co., Ltd.
2 HANPIN PRO AUDIO CO., LTD.  Hanchih Electronics 3 Purchases 19,570 (Note 5) 1%
(Shenzhen) Co., Ltd.
3 Hanchih Electronics (Hong Kong) Hanchih Electronics 3 Purchases 2,496,688 (Note 5) 81%
Co., Ltd. (Shenzhen) Co., Ltd.
Accounts payable 286,419 — 9%
(Note 1) The business relationship and significant transactions between the parent company and its subsidiary are not separately disclosed because they are in a different direction from their relative transactions;
another important transaction disclosure standard is NT$10 million or more.
(Note 2) Information on business transactions between the parent company and its subsidiaries and between each subsidiary should be indicated in the numbered column respectively, and the number should be
completed as follows:
1. Fill'in O for the parent company.
2. The subsidiaries are numbered sequentially by company, starting with the Arabic numeral 1.
(Note 3) There are three types of relationships with traders, which can be repeatedly disclosed by labeling the type of relationship;
1. Parent company to subsidiary.
2. Subsidiary to parent company.
3. Subsidiary to subsidiary.
(Note 4) The ratio of transaction amount to consolidated total revenue or total assets is calculated based on the ratio of closing balance to total consolidated assets in the case of assets and liabilities, or based on the
interim cumulative amount accounting for the total consolidated revenue in the case of profit or loss.
(Note 5) The terms of payment for purchases from related parties are 60 days of monthly settlement by wire transfer, but both parties may agree to postpone the payment period depending on the capital situation.
(Note 6) The raw materials purchased by the Company were exported to its subsidiary in China for processing. The Company did not treat this amount as sales revenue in accordance with the Financial Accounting
Standards, and the related costs and expenses were not included in the Company's profit or loss.
(Note 7) Amounts involving foreign currencies, the balance of the notes and accounts receivable (payable) in this table are converted into NTD using the exchange rate (USD: NTD 1:30.71; CNY:USD 1:0.1436) as of

the date of the financial reports; the purchase and sales transaction amount for the period is converted into NTD at the average exchange rate (USD:NTD 1:29.80; CNY:USD 1:0.1488) in 2022.
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Hanpin Electron Co., Ltd.
Names, locations and other information of investee companies (excluding investees in Mainland China)

For the year ended December 31, 2022

Table 9
(Expressed in thousands of New Taiwan dollars)
Original investment amount As of December 31,2022 Investment
End of Net income  income(loss)
current Late last year Number of Ownership (loss)of the  recognized by
Investor Investee Location Main business period (Note 1) shares (%) Book value investee the Company Note
Hanpin Electron Co., Ltd. Hanpin (BVI) International British Import and $ 462,466 $ 462,466 15,003,894 100.00 $ 1,305,729 $ 49,225 $ 49,137 Subsidiary
Co., Ltd. Virgin development of
Islands household
electrical
appliances, digital
audio, and laser
turntables
Hanpin Electron Co., Ltd.. Hanchih Development Co.,  Taiwan Residential and 271,006 271,006 15,400,000 100.00 224,706 ( 10,011) ( 10,011) Subsidiary
Ltd. building rental
and sales
development
Hanpin Electron Co., Ltd.. HANPIN PRO AUDIO CO.,  Mauritius Trading, research - 36,935 - - - | 3,622) ( 2,365) Subsidiary
LTD. and development, (Note 2)
import and export
of audio products
Hanpin (BVI) International Hanchih Electronics (Hong Hong Kong Import and export 294,816 294,816 50,961,160 100.00 743,971 57,052 - Subsidiary
Co., Ltd. Kong) Co., Ltd. declaration (Note 3)

service

(Note 1) represents the original investment balance as of December 31, 2021.

(Note 2) The liquidation and cancellation procedures were completed in September 2022.

(Note 3) The amount of investment (loss) profit recognized in the current period is exempt from disclosure in accordance with regulations.

(Note 4) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd.
Information on investments in Mainland China - Basic information
For the year ended December 31, 2022

Table 10

Investment flows Accumulated

(Expressed in thousands of New Taiwan dollars)

outflow of Accumulated
Accumulated investment inward
outflow of from Taiwan  Net income Book value of remittance of
investment from as of (losses) of the Percentage investments as  earnings as of
Investee in Mainland Paid-in Investment ~ Taiwan as of December investee of Share of of December December
China Main business capital method January 1,2022  Outflow Inflow 31,2022 company ownership profits/losses 31,2022 31,2022 Note
Hanpin Electronics Production, $ 92,130 Note 1 $ 153,550 $ - $ - $ 153,550 $ 11,138 100.00 $ 11,138 $ 230,282 $ 265,245 —
(Shenzhen) Co., Ltd. sales and R&D
of laser
turntables and
traditional
turntables
Hanchih Electronics Production, 153,550 Note 2 153,550 - - 153,550 51,951 100.00 51,951 686,743 110,944 —
(Shenzhen) Co., Ltd. sales and R&D
of laser
turntables and
traditional
turntables

Accumulated amount of remittance
from Taiwan to Mainland China as Investment Commission of the
of December 31,2022 Ministry of Economic Affairs (MOEA)

Investment amount approved by the
Ceiling on investments in Mainland China imposed

Company name by the investment commission of MOEA (Note 4)

HANPIN ELECTRON CO., LTD. $ 336,275 $ 353,165 $ 1,400,695

(Note 1) Reinvestment in mainland companies through was established through the company invested and established in third regions (Hanpin (BVI) International Co., Ltd.).

(Note 2) Reinvestment in mainland companies through reinvestment in an existing company in a third region (Hanchih Electronics (Hong Kong) Co., Ltd.).

(Note 3) It is recognized based on the financial statements of each investee company audited by a certified public accountant of the parent company in Taiwan for the same period.

(Note 4) The calculation is based on 60% of the higher of net worth or consolidated net worth.

(Note 5) Amounts involving foreign currencies in this table are converted into NTD using the exchange rate (USD:NTD 1:30.71; CNY:USD 1:0.1436) as of the date of the financial reports.
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Hanpin Electron Co., Ltd.
Information on investments in Mainland China - Significant transactions, either directly or indirectly through a third area, with investee companies in the Mainland Area
For the year ended December 31, 2022

Table 11
(Expressed in thousands of New Taiwan dollars)
Provision of
Accounts receivable endorsements/guarantees
Sale (purchase) Property transaction (payable) or collaterals Financing
Maximum
balance during Interest
the year during the
Balance at ended Balance at year ended
Investee in Balance at December December December December
Mainland China Amount % Amount % December 31,2022 % 31,2022 Purpose 31,2022 31,2022 Interest rate 31,2022 Other
Hanchih Electronics $ 2,496,991) (86) $ - - $ 312,760) (86) $ - - $ - $ - - $ - -
(Shenzhen) Co., Ltd.
- - - - 20,255 7 - - - - - - (Note)
- - - - - - - - 415,638 396,159 - - -

(Note) The raw materials purchased by the Company were exported to its subsidiary in China for processing. The Company did not treat this amount as sales revenue in accordance with the Financial Accounting
Standards, and the related costs and expenses were not included in the Company's profit or loss.
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Hanpin Electron Co., Ltd.
Information of major shareholders
December 31, 2022

Table 12

Unit: shares

Share
Names of major shareholders Number of shares held Ownership percentage

Shen-Chi Liu 4,933,434 6.16%
Hanpin Development Co., Ltd. 4,850,000 6.06%
Chiu-Hsiung Liu 4,270,915 5.33%
Shen-Keng Liu 4,094,056 5.11%

(Note) The information on major shareholders in this table refers to information on the total number of the completed common shares and preferred shares held by shareholders of the Company that
have been delivered without physical registration (including treasury shares) amounting to 5% or more calculated by CIB on the last business day at the end of each quarter
The number of shares recorded in the Company's financial reports and the actual number of shares delivered without physical registration may vary depending on the basis of preparation of the
calculation.
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